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Augdst1999

9:1tna

PROCEEDINSG
CHAIRMAN MECHAM: Let's goack on the
record. Mr. Richardson from Sciflswer with us.
Let me swear you in first.
ALAN V. RICHARDSON
called as a witness and sworn, waswned and
testified as follows:
DIRECT EXAMINATION
BY MR. FELL:
Q Mr. Richardson, would yuease state your
name and spell your name for thengkc
A My name is Alan Victor Rexdson, A-L-A-N,
V-I-C-T-O-R, R-I-C-H-A-R-D-S-O-N.
Q Mr. Richardson, would yuease state your
position with ScottishPower.
A |l am an executive directbr

ScottishPower, a member of the rbaird of
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directors, the group, and afterrttezger, I'm
intended to become CEO of PacifiCorp

Q Mr. Richardson, you haperssored direct
testimony identified as ScottishPotyewhich is

accompanied by exhibits, supplenieasiimony,

RENEE L. STACY, CSR, RPR
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which is identified as ScottishPod8&rand rebuttal
testimony, which is identified aog&ishPower
testimony 1R. You are also spomgpexhibits which
are identified as Exhibits 1.1SPtgh 1.5SP, 1S.1
and 1S.2 SP, and we will be cirentpaan additional
exhibit, which is the letter you eetly entered
into, which we will identify at thene that it's
brought up.

Mr. Richardson, do youaléprefiling
this testimony?

A Yes, | do.

Q Andif | were to ask yte tquestions
today that are contained in thatirtesny, would
your answers be the same?

A They would.

Q Inthe testimony there auple of
reference to Mr. Robert Green astaess, and Mr.
Green has been substituted for amdiMr. Graham
Morris is testifying, and so is dreect that the

references to Mr. Green should beNWrris now?
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A That is correct.

MR. FELL: Is that accdptato the

Commission?

CHAIRMAN MECHAM: ltis.

MR. FELL: Thank you venyuch.

RENEE L. STACY, CSR, RPR
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Q Mr. Richardson, do you @éavbrief
statement you would like to make.

A ldo.

Q Would you please proceed?

A Thank you. Forgive mgadiu may have
heard some of this from Mr. Wriglksterday, but
maybe it's important you hear infrme.

ScottishPower and its paa$sors have
been serving customers in Scotland¥er a hundred
years. We are good utility managers we have
demonstrated our ability to transfdrusinesses,
particularly utility businesses. the last eight
months, I've spent a lot of timeehier Utah
listening very carefully to what pé®say about
Utah and what their expectationsfara utility
operating in Utah. I've met manpdineds of Utahns,
in fact.

We're used to -- ScottshBr is used to
working in a regulated environmeNinety-seven

percent of our earnings, in factf keear came from
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regulated businesses, so working veitulators and
processes like this are reasonainiynal for us.

Our investors take a long-term vavthe business,
and so do we. We're here for ting li@rm with an

actual commitment to customers gimmmunities and to

RENEE L. STACY, CSR, RPR
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investments. And | think you'll @evare that we
have reached four stipulations mltst couple of
days. We covered very carefullygtipulation with
the Division and the Committee, Wwethave three
other stipulations on the environmeith the Land
and Water Fund and the Office foefgy and Resource
Planning. We have a stipulatiorv@rrossroads and
Salt Lake City Action Plan, and dmestone with
Deseret General and Transmissioth vanalso, as Mr.
Fell pointed out, recently we sigmaddtter with
the Department of Communities andremic
Development, and that contains, irtgmily, some of
our commitments to Utah.

We've had many construictiiscussions
with interested parties right acrossh, and |
think this, with the stipulationgndonstrates
ScottishPower's ability to work sessfully with a
broad range of parties, includingtomers and
communities, and having gone throtighlast couple

of days, | would just add that I'erywaware of the
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industrial customers and remain catechto dealing
with them on an individual basisinormal business
function after the merger is hopgfapproved.

The past two days, | thinkve shown that

with the DPU, CCS stipulation, tieks have been

RENEE L. STACY, CSR, RPR
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very effectively dealt with. ScettPower offered
new standards, five network stanslatabut
reliability, telephone answering gdaint handling
and dates of customer guarantebesd standards
together are unparalleled by anytyitn the U.S.
They're precisely defined. Theyo¢ available
from PacifiCorp alone. CustomerB e better off
in practice, and we value this paekalone at $60
million per year.

In addition to the starttamwe will honor
all employment contracts. Indedid;@ntracts that
PacifiCorp have in place. We've nutted -- and
you'll find detail of this in thetler with the
DCED -- we've committed to a pothe senior
executive from ScottishPower, tcetak residence
here in Utah immediately after metmggproval, and
reporting directly to me, he wilhgla leading and
a constructive role for Utah issues.

We've clearly committedraning and

learning, and this is a very, venportant part of
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the way we take a business forwak will develop
a specific score to work initiatared we've made
specific commitments on supportiéev income
customers, and we promise $5 millmthe

PacifiCorp Foundation on closuréhef deal.

RENEE L. STACY, CSR, RPR
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Finally, as you're wellae, we're
committed to a $48 million mergeedit, $12 million
a year for four years. That's lercpnt of the
average bill over that period. heeneed to
mention our commitment to file axgmission plan.
| believe that we've surpassed taedard for
approval of the merger asset otiis state of
Utah.

But, finally, | want toysthat our
intentions for PacifiCorp and Utah af the highest
order. We want to set the standémhich we can
all be proud. We want PacifiCorprtdy become a
leading U.S. utility over the neixtefyears.
Thanks.

Q Mr. Richardson -- we'rengpto now

circulate, Mr. Chairman, the lettgth the

Department of Community and Econobewvelopment and

the Division of Business and EcormBévelopment and

we'll want to mark that as an exhibi

CHAIRMAN MECHAM: All righ Why don't we
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mark it as SP 1R.1.

Q (BY MR. FELL) Mr. Richasadn, for the
record, would you please identifyatvive have marked
as Exhibit SP 1R.1, the letter frgon to these two

departments?

RENEE L. STACY, CSR, RPR
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A Yes. Thisis a letterrfrane to David
Winder and Rick Mayfield at the talepartments, and
signed by -- in fact, by all thrdeus. It talks
about -- | guess it talks aboutdbaclusions we've
come to after quite a lot of meesing talks
about ScottishPower's commitmendth presence
with the senior executive I've athganentioned and
the sort of role he will be taking. ult talks
about his commitment to communitiedbeing
important in that role, and beneathhe medium to

long term, to groom a successoutrantee good
continuity of a leading role in Utah

It commits to PacifiCorpsadquarters
being in PacifiCorp's service aned, an
particular, Utah Power & Light's Hgaarters being
located in Utah. And, importanttysays that
insofar as is conventionally reasd@anve will work
towards having fair proportionaiityUtah in terms
of the business.

It says that ScottishPow#irendeavor to
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maintain on this board of directansonexecutive
director from the Utah Power senacea. And maybe
it's not well known, but after thenmger
ScottishPower have committed to agpdr. Nolan

Karras to the board of directorSobttishPower

RENEE L. STACY, CSR, RPR
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group as a nonexecutive directocoimmits to our
support for work in economic devergmt. Although
we're unable to provide the detad,ve committed
to work with the department undeviBion to make
sure the details are suitable, antectrong
commitment to increased supportitah businesses.
| have promised in theédeto review the
way that grants are shared out frieenPacifiCorp
Foundation and | think we all wamattto be
demonstrably equitable. Althougim somewhat
distant from the foundation, twieenoved, as it
says in the letter, we will be alal@vork on that.
And at the end of thedette're
committing to ensure that Utah e Wtah part of
the PacifiCorp business is well ied across the

range of issues, such as Foundgtfts) training,

representation on boards and coraastand economic

development in general. Togetheat brings the
department and the Division ableetmmmend

approval of the merger transaction.
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There is a point at thd #rat says that
the department and Division do haventerest in
the issues raised by the large im@ligustomers
and we don't want to inhibit thentarrying out

their full role in terms of what theight want to

RENEE L. STACY, CSR, RPR
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do to represent the issues raisetidise groups.

Q And, Mr. Richardson, ishtrue that
ScottishPower also is committed peadly to meeting
with the industrial customers andoteating with
them as needed to review their gpecintract
situations?

A As | said -- | said thatmy preliminary
statement, but there's no queshahdustomers who
appear to have issues need to Hewligla and need
to be dealt with in a very professilband
commercial way, and that is the catmmant we bring.

MR. FELL: Mr. Chairmahgtapplicants
move for the admission of the testinand exhibits
| previously identified.

CHAIRMAN MECHAM: All righ

MR. FELL: As well as timsw exhibit, SP

1R.1.

CHAIRMAN MECHAM: Is the@ny objection to

their admission? Thank you. Wadinit them.

(Whereupon Exhibits SR.1,- 1.5, 1S,
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1S.1, 1S.2, 1R and 1R.1 were maakedreceived.)

MR. FELL: Mr. Richardsmnavailable for

Cross examination.

CHAIRMAN MECHAM: Okay. Hank you. Why

don't we begin over here. Mr. Reede

RENEE L. STACY, CSR, RPR
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CROSS EXAMINATION

BY MR. REEDER:

A

Q

Good morning, Mr. Richards
Good morning, Mr. Reeder.
Welcome to Salt Lake.
Again. Thank you.

We're looking forward &esg you and

8 your staff discuss with us the teoheur contract.

9 We've had some difficulty gettinghat point, as
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you know.

Let's begin with some lokind about

ScottishPower, if we might. Mr. Racdson,

ScottishPower was owned by the Uitegoment until

approximately 1991, if | understgodr history

correctly.

A That's correct.

Q And came to existencdsrcurrent form

as a result of a privatization?

A Yes. The government pdgbke electricity

Act in 1989, which allowed for thevatization and
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the deregulation of the electriangustry.

Q Andin 1991, the presdrarsholders
acquired the assets and the opasatibwhat is now

ScottishPower from the UK governri?ent

A That's correct.

RENEE L. STACY, CSR, RPR
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Q And can you tell me appnaoately how much
you paid the British government ¢o@re
ScottishPower at that point?

A 1think the market capitakion was about
1.9 billion pounds at the time, maybe we could
check that, but that's sort of wihatcall.

Q What was the process nfgpization? Was
it a bid or was it negotiation? Hdwd you come
into possession of the assets amopleration of

ScottishPower?

A It was a public offering the government.

Q Government offered? Awevidid you and
your management team come into memagt of it at
that point?

A Most of the managemenitrteeere in place
from running the old business, whias the South of
Scotland Electricity Board. Thatsateam in its

majority had worked to shape uppheatization,
get the business ready for privatra and a very

few senior officers were appointexf that side.
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For example, myself. | joined thenpany exactly at
the day of privatization.

Q So most of the managertearh were
originally part of the UK-operateaterprise that

are in place today?

RENEE L. STACY, CSR, RPR
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A The management team, sirf8®¥l, has
changed considerably. There afen-fust not
sure -- | guess old age -- with onéwvo
exceptions, but basically peopleehanved on in a
fairly natural way.

Q So of the management teaplace today,
can you tell me which of those wer@nagers during
the period of time that you were glogernment
operation?

A You mean the executiveriea the

management team?

Q Please.

A You talk about the top tetecutives, so |
think there's only one who was thesfore

privatization.

Q Most of you have been piaun since
privatization?

A At that level, yes, whishexceptional in
the company.

Q And since 1991, thesetlagepersons who
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have been in charge and developedtthtegy for
ScottishPower?

A Well, there's been a gedaihange. The
people who left, one of them, foamle, left as

recently as May this year. Solégn a gradual

RENEE L. STACY, CSR, RPR
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natural movement of senior peoplthabusiness.
And | think that's healthy, actually

Q ScottishPower has expaniddousiness
beyond that of the operations thatenacquired from
the UK government, has it not?

A Yes, indeed.

Q And, indeed, you're in Wa&ter business,
the telephone business, and youwygaieed another
electric distribution utility in tHeK, have you

not?

A That's correct.

Q Can you tell me the predag which you

acquired the water company?

A The water company was @&eguby a hostile

bid.

Q Can you tell me abouthbstile

acquisition of the water Company?

A Yes. I mean, it was m hot expert in

these matters, but basically onenmngrafter a lot

of work, many, many months of waosle put in an
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unsolicited bid for the company, ®eun Water,
which is one of the top ten watenpanies in
Britain, with 1.7 million customer Britain at

that time there were two electricbynpanies owned

by water companies and we wereitkedlectricity

RENEE L. STACY, CSR, RPR
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company, indeed the only still, avé offered to
buy a water company.

The process then wentuglothe sort of
normal process in Britain, whichtigs is our bid,
this is the cost, these are theoresas You get the
rebuttal from the other side dowm tshareholder
vote, and the shareholder vote was by some useful
margin, and approximately three rher#fter the bid,
ScottishPower acquired control araktcontrol.

Q It was a cash tender dffethe shares?

A | believe so, but maybgati get to Mr.
Morris, he would be much more preas that.

Q Okay. We have a numbeguestions for
Mr. Morris. Hopefully I can findem all when we
get there.

Tell me about the acqiositof the
telephone company.

A We have grown the teleghoampany. It
includes acquisitions within it, hasically at

privatization. ScottishPower opedgbrobably the
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largest private telecoms networBiitain and it
needed our network to operate éstatity
businesses and it involved a lalath transfer
across the continent to the diffepants of the

businesses.

RENEE L. STACY, CSR, RPR
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At that time, as we areédp we were a
leading -- as an electric utilitye were leading in
telecommunications. That meant a& & good
infrastructure of fiberoptics andtsWes, and we
invested further in the fiberoptetwork to begin
to build the basis of what could dree some kind of
commercial business.

In 1994 -- | think it w&®! -- we had
recruited a chief executive for thasiness from
the real world that meet the telesonorld, and his

requirement was to build the bussreessan identity
under the business and grow ity@mfthose
relatively humble beginnings, thee@utive set the
bounds, building the infrastructwaed it's a very,
very modern infrastructure that wétbbut also
acquiring businesses that woulddotatecom's
traffic to that network, because emritish rules,
if you bring the traffic, you canacbe the rate and
then there are tests. It soundglsgim

And that was successfodl bthink most
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recently, last April -- a year agpri, we acquired

an internet company which broughéaaormous amount
of traffic, an enormous amount afwgh to the
telecom's business, so we've growridlecom's

business.

RENEE L. STACY, CSR, RPR
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Q Have you acquired operataiephone
companies?

A No.

Q You've acquired no telephicompanies by a
hostile takeover route?

A Not at all.

Q You've grown your electlistribution
business by acquiring Manweb?

A Yes.

Q Can you tell us aboutpghaecess of
acquiring Manweb?

A The process of acquiringriWeb, it was
done just over a year earlier adais a very
similar process.

Q Was it a hostile takeover?

A Yes.

Q Can you tell us about it?

A Well, it's very similaA lot of
background work before making theedme morning,

and again, the normal process ofpooposal, our
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offer and the rebuttal from the 8r management
and ownership, and in three montbisaaeholder
vote, which was, again, very posiiiv favor of

that merger -- or that takeover, aoguisition in,

| think, August of 1995.

RENEE L. STACY, CSR, RPR
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Q And was it a similar cashder offer, to
the best you recall?
A Yes. I mean, | don't @alpt of
attention to that detail. There aiteer things for
me to worry about.
Q Mr. Richardson, let's lakthe exhibit
to your testimony which is the fiyear financial
summary. Counsel, help me identifyit is, in
the appendix, EVR 1. Does it haweparate exhibit
number?
MR. FELL: That is Exhilditl SP.
Q (BY MR. REEDER) Page f%mat exhibit,
please, sir.
A lhaveit.
Q At the top of the pagetlom left-hand
side it says Five Year Financial &uary.
A Uh-huh.
MR. FELL: Excuse me.alvBn't located it
yet. I'm looking at windmills in npage 19.

THE WITNESS: It's Invesgifor Growth.
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MR. FELL: The page numbgtthe upper
right-hand corner, it's been typedlt's page 21
and it's the five-year financial suary.

MR. REEDER: Since theegparently some

difficulty locating it, has the Conssion been able

RENEE L. STACY, CSR, RPR
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to find that? Is the reference adée to assist
you in finding it? Very good.

Q Mr. Richardson, lookingla¢ results of
operation here, there is a line #aws ratios and
statistics.

A Yes.

Q The second line from tlo&tdm in the
ratios and statistics line showsrétarn on equity
for five years for ScottishPoweredat not?

A That's correct.

Q And it shows returns oniggexceeding 27
percent in most years, with a couplgears only
exceeding 24 percent?

A That's right.

Q You've been very succdsaefachieving
return in your enterprise, have gotr

A Well, they're reasonablenters. |
agree.

Q Would you expect to ednose kinds of

returns from your U.S. utility opeoas?
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A We've not said that, no.

Q If we were to add Pacifie earned

return -- and, counsel, help meit 1€ and a half

or 10.6?

MR. HUNTER: 10 and a half

RENEE L. STACY, CSR, RPR
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Q (BY MR. REEDER) If we veeto add
PacifiCorp's 10 and a half percetiinn on these
earnings, what would it do?

A ldon't know. You needdask a finance
man for that.

Q It would be much lower,Wdn't it?

A Yes, it would.

Q Do you have any plansrbance that
return to bring it to this corporat@rned return
history?

A Well, you used the wotdnean, this is
history. The future is somethingttive try to
build.

Q Are you prepared to aceelgisser return
than a 10 return when your histay heen over 24
percent for five years?

A Obviously this shows agarof returns
across the business.

Q Let's go to the employgeed, if we

might. If we look at the line foradweb, what can
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we observe occurring at Manweb syoe

acquisition?

A Sorry. I'm just havingjtde difficulty

getting the line.

Q

If you go to employees --
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A My eyesight -- no, novel'got that.
It's just getting the line. Thediis 2151; is
that correct?
Q Correct. Is it fair tosgvve that the
number of employees in Manweb hadimied since your
acquisition?
A Oh, yes.
Q Fairly significantly?
A It's declined by some r-that sheet some
800 or so jobs.
Q Okay. What about at SetthwWVater
Company?
A Similar story.
Q And what about the numidifer what does
the top line on that sheet repré&sent
A Thatis kind of the histoenergy
businesses in Scotland.
Q If we look at the numbéemployees in
the Scottish energy business, tmeb&un of employees

in Manweb, the number of employeeScgottishPower,
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we see those numbers decliningyfdihmatically

since the acquisition, don't we?

A That's correct.

Q Isit afair inferencettki@at's one of

the tactics of ScottishPower, togigantly reduce
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employees when they acquire a cogfhan

A Yeah. We think we've gotobligation to
shareholders and to customers t@rnuefficient
business, and if you look into thbssinesses, you
will find other statistics that denstrate the
performance of those businessesnsrkably
better.

Q When you acquired the watampany, what
did you find attractive about it What was
attractive about it to cause yowémt to acquire
it, is a better question.

A That's an interest questibthink the
water company in many ways was RkeifiCorp was a
year ago, which is that it had auBbon many
initiatives which were not to do lthe core
business, and one of the major ssesethat we had
in Southern Water was refocusingnlamagement back
on to the very valuable and veryassary core
business, and by that | mean SontiAéater were

involved in diversified activities Britain and
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abroad.

Q Did you sell a bunch ajgh assets when

you acquired it?

A  We did.

Q Did it have a bunch offtas its balance

RENEE L. STACY, CSR, RPR
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sheet when you acquired it?

A 1can't remember that dethwould
imagine it would have, yes.

Q What about Manweb? Tedl abbout Manweb.
What made Manweb an attractive aitjon?

A Manweb was a smaller eleity company
with 1.3 million customers. ThdfisBritish
standards. And its operating raséisseported by
the regulator and by our own analygere
significantly below our own and vedt frightly that
we could take Manweb and transfdrapito operating

ratios more like our own, and indezthy many of
their operating ratios are bettanth
ScottishPower's own, a rather agr@sting
statement.

Q Did it have a bunch offtas its balance
sheet at the time you acquired it?

A 1 honestly can't remember.

Q Mr. Richardson, in the d& you operate

under licenses?
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A Yes, we do. Well, liceasmply to

utility businesses. Let's put dttivay.

Obviously some of our businessesadieensed

activity.

Q And do those licenses aonterms and
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conditions generally governing theeywou do
business?

A I'm not sure what you mégri'generally
governing the way you do business."

Q Maybe it's easier to talkyou with an
exhibit.

May we have marked asrtvet exhibit in
order the proxy statement of Paafj? It has a
summary of licensing conditionstiamd may be
easier to talk about it from there.

A | need a copy.

MR. REEDER: Counsel,your information,
to make the document small, | haken the
agreement out of it so | didn't cerce the whole
document.

MR. BURNETT: And I've mosized it, | see.

MR. REEDER: Yeah. Wedrto save trees.

MR. BURNETT: Are you algmviding
magnifying glasses?

MR. REEDER: No, but | kaw card for a



good ophthalmologist when we geduigh if you need
one.

MR. BURNETT: Well, | dd.apparently am
going to need one. Is this CrosiilkikNo. 47

CHAIRMAN MECHAM: Yes. I's go off the

RENEE L. STACY, CSR, RPR
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record a minute.

(Discussion off the recfrd

(Whereupon Cross Examorattxhibits 4 and
5 were marked for identification.)

CHAIRMAN MECHAM: Let's goack on the
record. While off the record, werked the proxy
statement as Cross Examination Hixhiand we
marked the listing particulars assdrExamination
Exhibit 5. Go ahead, Mr. Reeder.

Q (BY MR. REEDER) Mr. Riclaon, directing
your attention to page 119 of tsérig
particulars -- do you have that doent?

A ldo, yes.

Q Have you been able totlegage 1197

A | have it, yeah.

Q Inadiscussion on therda few moments
ago | asked you about the termscandiitions of the
licenses issued by the regulatothenUK,
ScottishPower and its electric poaféliates. We

concluded we needed to speak the samguage about
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licensing conditions.

A Okay.

Q On that page are theremsanzed the

principal terms and conditions of titenses of

ScottishPower and Manweb?
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A Page 119?
Q 119
MR. FELL: Mr. Richardsan,the actual
published listing particulars docuntyg@age 119, the
top line should be Section B, Scbffiower,
Subsection 1, summary of the priaktprms and
conditions of ScottishPower's lisisMay |
approach the witness?
CHAIRMAN MECHAM: Yes.
MR. BURNETT: | can't fitlis. Is it in
the summary of listing particulars?
CHAIRMAN MECHAM: Let's guff the record
just a moment.
(Discussion off the recprd
CHAIRMAN MECHAM: Let's doack on the
record. We're going to defer tine lof examination
Mr. Reeder was pursuing until wetgetfull
document here, and we'll go to a@moline of
questions. Go ahead, Mr. Reeder.

Q (BY MR. REEDER) Mr. Rickaon, changing
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topics and moving from the UK licergsconditions
and changes to those condition's, tiglk about
contract approval process with Ssiotfower as it
will exist in the U.S.

A Okay.

RENEE L. STACY, CSR, RPR
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Q Will the officer whom yadfered to locate
in Utah in response to the requekir. Winder be
the person with authority to exeargatracts with
my clients?

A No, not at this stage.

Q Where will the person wiitle authority to
execute contracts with my clientddwated?

A It depends on the sizeaitract, but if
you're talking, | guess, about yown clients, it
would rest with Mr. O'Brien, modtdly, or myself

in Portland.

Q Soin order to obtain #pproval of a
contract, it would only be necesdarys to go to
Portland and negotiate with you ar ®&'Brien?

A 1don't think you'd hawedo to
Portland. We believe in treating oustomers
properly, and that normally meandnaeel to meet
with them in my business. | thirduyshould
understand, you cannot just germrdhese

statements. Some of the contraetisyiour clients
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negotiate are very large and, likg @ormal
business, ScottishPower has itsradeapproval of
expenditures and contract authaamaand that, as
it exists in Britain, is clearlysttured, very

practical and a rapid process, anduld expect

RENEE L. STACY, CSR, RPR
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that PacifiCorp becoming part of SeottishPower
group would become part of that psscwhere Mr.
O'Brien, myself, or ourselves togethwvould have
levels of contract authorization dey which we
would have to seek approval of theiffCorp board
or then the ScottishPower board,taatis a
perfectly normal process. As youaga@y from
myself, certainly, those proposatsid go forward
with a recommendation.

Q When will we know where ttontract
authority will reside in the new ig

A lreally don't think yoeed to know.

From your point of view, you shoslidply see
PacifiCorp dealing with you, makioffers and
sealing those offers in a very ndnwey.

Q Assume that we preferagaldvith someone
who has authority to bind the ConypaHow will we
know and when we will know who withve authority to
bind the Company on our contracts?

A Well, you presumably wanka certain
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way. What we do is we authorize mewple to
negotiate so that when it comeke-rtegotiations
don't mislead you in any way. Tlkeeme who are
negotiating, who would be the pegole know and

love, maybe --

RENEE L. STACY, CSR, RPR
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Q lassume they're besnhtige

A No. They would be the saimends. |
mean, it's important point that deopgho would be
dealing with you in the future wolde the same
PacifiCorp people, by and larget tlwau're dealing

with now.

Q Will they have the autlyto bind the
Company?

A Well, the way we procesda authorize
those people to take the businasgaia. We do not
espouse a central approach in Sbétawer. We
believe that the people we are dgakiith should be
well authorized, they should underdtin the next
meeting where they're likely to ggetand the range
of negotiating, negotiating rangat tthey need to
deal with you properly, so you shibigel well dealt
with by the people that you're deglvith in a very
normal sense.

There's no need to coméhegdine. If

gets very inefficient. Just thirdoat it. | do
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nothing else other than negotiaté Varge
customers. | think we can do thatimbetter by
dealing with people who know andenstand your
business at very close range, masumg those

people are properly trained and erypable and

RENEE L. STACY, CSR, RPR
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properly authorized to negotiate.

Q Assume that we find it mefficient to

deal with the decision maker, sonea@ho can make a

decision, rather than report baclatthe decision

was on the proposal made. Wherddwye have to go

to find that person who could dedmlethe
Company? Would we have to go tosGdav, Mr.
Richardson?
A No. Ithinkit's importan and this is

one of the things that's disturbedawer the last
couple of days, you could say. itiportant to
understand that we enjoy and waehjoy good
relationships with the customerse Want those
customers to feel that they're prigpserviced in
terms of the way the electricitgedivered and the
contracts are negotiated.

Quite honestly, if you wam negotiate
detailed contracts with me, you'rélifficulty
because, you know, there are onipany hours in a

day and there are only so manysskilat |
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personally have at any one timahs@ractical way
as to get people in front of you velne capable,
competent and authorized to worktbetbest
possible contract with you. Thabus thrust.

Q And they would bring trentract back to

RENEE L. STACY, CSR, RPR
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you for your approval?

A If the contract was ofttalue that it
needed approval, that, | would pwdu, is
perfectly normal business procedure.

Q And then would you haveséak approval?

A It depends on the sizéhef contract.

Q On the contracts with thients that |
represent.

A The nature of --

Q They're fairly large cauts, as you
know.

A Oh, yeah, but the naturéhe business is
that the business hierarchy, if ke, is aware of
these things going on all the tind¢here are no
surprises within the business ohauuit the
business, so as a proposal woulthrea executive
or a board for approval, it would/bddoeen well
signalled and, you know, in thesgesawell
discussed before it got there. €hbBgs are not

done in closed rooms.



Q Are you saying to me thathave to go to
the Scottish board for approval?

A Well, no, I'm not. Whahlsaying is
there is a proper structure, andubhd hope you

would want us to have a proper stmeg by which

RENEE L. STACY, CSR, RPR
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contracts are authorized. They lenyest of
contracts, quite rightly, would gothe
ScottishPower board.

Q Would our contract gohie Scottish
board?

A |l don't know the size oiuy contract.

Q When asked this questipedunsel for
Solution in Idaho, how did you anstve

A lwasn't asked that questi don't
think, by Solution.

Q If you were asked thatsjiom and told

them that they had to go to the &id®ower board,

would that be a misrepresentatioyooir testimony

in Idaho?

MR. FELL: Mr. Chairmahgtwitness has

said that he doesn't recall that,think the

transcript in Idaho will speak ftgalf on that

matter. If Mr. Reeder wants to tise the size of

his client's electric power bill fibve year, then

we can perhaps have a witness whddyarovide more



information about that.

Q (BY MR. REEDER) Mr. Rickaon, you've
indicated a willingness to meet vatid negotiate
with your special contract custombes/en't you?

A One of the issues is tieegot yet my

RENEE L. STACY, CSR, RPR
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customers.

Q Isit a case that you hdwee any work at
all to determine the size of thesetacts?

A I'm generally aware soméhe contracts
are in the millions of dollars peay.

Q Your counsel has objediedause we
haven't told you the size of ourtcact. Is there
any question in your mind aboutgize of our
contract?

A It's an interesting andyacontract,
yes.

Q Have you done any dugdiice at all to
determine the size of that contrsic?,

A The precision --

MR. FELL: Mr. Chairmanhigh client are
we talking about? Mr. Reeder ig@spnting an
industry group.

CHAIRMAN MECHAM: [ know.

MR. FELL: Mr. Richardsknows well the

two contracts.
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not know well, and | certainly dat kaow at all.
Q (BY MR. REEDER) Mr. Richaon, do you

know the two contracts about whiahreferring?

A

MR. FELL: I'm sorry, bile record does

| think so.
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Q Thank you.

CHAIRMAN MECHAM: But weah't need to be
mysterious about it.

THE WITNESS: My point, &lhman, is that
there is -- in any business thaagisrfectly
normal hierarchy of approval. lbfacts the
business itself, but it also pragebie party that
IS contracting with the businesstake sure the top
level of the business feels it iledb commit to a
contract of that dimension. Thatesfectly
normal. In ScottishPower it is dlweggnalled and
a suitably rapid process. We autkeoour people to
negotiate that way. And | reallynddind that
unusual.

COMMISSIONER WHITE: Whua&z the size of
the contract, the identity of thestcuner or the
amount, do you have similar congactyour other
businesses in the UK?

THE WITNESS: Sorry. btight you were

looking over my head. We have saanslize of



contracts, yes.
COMMISSIONER WHITE: Okay.
Q (BY MR. REEDER) Mr. Riataon, let's
pursue a couple of issues here fooment. Will

the board at PacifiCorp to whom yewaid this

RENEE L. STACY, CSR, RPR
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board -- this contract might be refd be a board
that acts with PacifiCorp or willkié an advisory
board?

A It will be an executivedrd.

Q And it will have the authypto act for
and on behalf of PacifiCorp or wtlbe an advisory
board to the board of ScottishPower?

A It will be an executivedrd operating
executively in the structure of SisbiPower.

Q By executive board, do yeean it will be

a board composed of the employe&oftishPower?

A It will contain in our @ent planning the
chief executive of the ScottishPogr@up, who will
be its chairman, and it will conttiie finance
director and the deputy chief exeeudf the
ScottishPower group, as well as fiyse

Q Soitwill be a board cased of
executives of the Company?

A With the intention of addsing just this

sort of issue and many others thatraised here.
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Q And will the authority thfat board allow
it to approve these contracts and the Company,
or will it be necessary for this mbthat was
referred to in Idaho as the advidmard to seek

the approval of the ScottishPoweartdon Glasgow?

RENEE L. STACY, CSR, RPR
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A The advisory board hagale at all in
approving any contract. And maybanjanguage is
not clear. I'm talking about theeutive board of
PacifiCorp which would be put togatimmediately on
closure of this transaction. Thesids that board
meets monthly and is able to maky fecused
specific decisions about PacifiCangl its
performance and commitments in & of the U.S.

Q Are you intending to leawe with the
impression that | don't know withauf | have to deal
to get a contract done, Mr. Richant®s

A | think, Mr. Reeder, yondw me and --

Q And well I do.

A And there is no questibattScottishPower
underlines very strongly its comnetihto
customers. If you need to speak wie, visit me,
or me to visit you or your clientsat will be
arranged. | call that normal busgeBut the
point | put to you is there is aggoprocess for

conducting fruitful negotiationschuas with your
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client, and | think we both undenstavhat that
process is. I'm committed to makimaf process
work. | think your clients will b&o.

Q You've explained to us uettish style

of making that process work, | trust

RENEE L. STACY, CSR, RPR
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A | think it's a businesglst yes.

Q Okay. Now, we talkedn-answer to the
Commissioner White's question, yosveered the
question you had similar contrantthe UK. What's
the load of your largest customethi; UK?

A It's about 40 megawatts.

Q How many 40-megawatt costos do you have?

A ldon'trecall. We docdunt customers
that way.

Q How many special cont@atomers with
loads in excess of 10 megawattsadohave?

A We don't have special cacis.

Q How many contract custaneith loads in
excess of 10 megawatts do you have?

A 1 would be guessing. Vé@ get that
information if you needed it, but there would be
a useful number. In the tens.

Q Do you recall the respogisen to us by
ScottishPower when we indeed ashatiquestion?

A ldon't.
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Q Would it surprise you ¢ain that, when
we asked that question, we wereitolcs

irrelevant to this proceeding andildaot be

provided?

MR. FELL: Mr. ChairmanrMRreeder is just
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arguing with the witness over a di@ry issue that
he should argue with us about.

CHAIRMAN MECHAM: He's pbably right about
that.

MR. FELL: If he had an@dtion to the
discovery, he had an opportunityaise the
objection and have it resolved befiiis point.

MR. REEDER: | think wetedking about a
manner of style here, but last nigldgunsel, we had
a discussion concerning whether suaquest had
been made and what the response Mmagrepared
now to offer that discovery requeastl the response
to this record, if you'd like, or wan confirm that
we asked the question and were dehes
information.

MR. FELL: If you were dolhe information
was not relevant, that was the answeu can
produce the discovery responsdodisn't bother me
that way.

MR. REEDER: With that repentation, we
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were told it was irrelevant and want burden the

record further.

CHAIRMAN MECHAM: We'll tee your word for

THE WITNESS: If | couldst add that,
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you know, customers, as have your,@s
demonstrated a few questions agy, hlave a
sensitivity about their names baisgd in public
arenas, and we were expecting thrafiadentiality, |
think, which is found in all of tleentracts with
those customers.

Q (BY MR. REEDER) Wouldstirprise you to
learn that when we asked simplytie number of
contracts in excess of 10 megawgtis,also
declined to answer it?

MR. FELL: Mr. ChairmanyMRichardson was
not -- he was not the respondeheadiscovery
requests in this case.

MR. REEDER: Nor will he the person who
actually negotiates the contractrevie|d.

MR. FELL: Mr. Reeder istdrting Mr.
Richardson's responses. Mr. Rid@rdvas talking
about an authorization to sign, megotiations.

CHAIRMAN MECHAM: All righ Thank you for

those clarifications. Let's keejingo
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Q (BY MR. REEDER) Mr. Rickaon, let's talk
about the form of regulation thati ymjoy or have

in the UK, if we might. Are all gbur customers

today free to choose their powepse?

A They are, yes.
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Q And that's a new event3oottishPower?
Until early this year they were frefe to do so;
am | right?

A The -- no, you're not tiglrhe markets
opened on September the 14th, 18@8r companies
opened their franchise areas to @&titipn and two
of those companies were ScottishPaampanies,
ScottishPower and Manweb.

Q When did customers witksléhan 100
kilowatts gain access to competipegver in the UK?
1994.

1994. Less than 100 kdtdws?

Sorry. Can you state thgain?

o » O »

Does 1999 sound like itldde the date.
A No, I'm sorry. That'shig Can I just
go back?
CHAIRMAN MECHAM: Absolute You keep
going.
THE WITNESS: Your firstestion was when

did ScottishPower customers haviecgce. September
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the 14th, 1998 we opened -- or wgahdo open our
markets. In Britain -- and I've beavay from
Britain for eight months so I'm meally into the
details, but I think about May thiesar all

customers in Britain had choiceserf¢ residential,
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every industrial customer.

Q (BY MR. REEDER) So openthe market in
UK was phased and the last phaseopased sometime
in 19997 The last phase to openpxiasarily the
customers at less than 100 kilowatss it not?

A Yes. I'm sorry. | misih@gour question
before.

Q And at the same time, pegan to offer
competitive metering, didn't you?

A Metering is not yet futtpmpetitive. |
think that's the year 2000, anddlsee still
guestion marks over how that ohdttwill be
allowed.

Q But some customers inUKehave choice of
metering companies today and somtbduwill have
them in the year 2000? Is thatwhg it works?

A Large -- | think large umgtrial customers
have -- that is over -- | can beecdtied here,
maybe, but my understanding is d\&€r kilowatts

customers can choose what we oaill theter
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operator, which is the asset ownerraaintainer, if
you like, which is a small part bétbusiness, but,
nonetheless, it's important to scostomers.

Q So would it be fair to ¢aglay that the

price constraint on your UK booketéctric business

RENEE L. STACY, CSR, RPR
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IS competition?

A I'm not sure what you mégrprice

constraint in that context.

Q Isthere aregulatory autly who sets

the price for the sale of the comityokilowatt

hours in the UK for any of your cusiers?

A My experience is, as wevenoto

competition, there is more regulativhich is an

interesting observation.
Q Let'sjust talk about kit hours.
A Tariffs still exist and ltontinue to
exist.
Q For kilowatt hours or tfoinsmission?
A For kilowatt hours, and&ed for

transmission, and the tariffs setkimd of safety

net or floor or ceiling, dependingigh way you want

to look at it, that people who davith to exercise
their choice are then protectedheytariff, as the
people wishing to see choice canera\stay below

tariff.
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Q The provider of last redws a tariff.

Anyone who isn't provided by thepder of last

resort has choice?

A Yes, that's one way oftimgf it.

Q Does Manweb operate ameiger of last

RENEE L. STACY, CSR, RPR
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resort in this territory?

A Yes, it does.

Q Does it also offer choice?

A Fully.

Q Now, you also operateaasmission
distribution system in the UK?

A We operate a transmis&iosiness in
Scotland, distribution business aotéind and a
distribution business in Manweb.

Q Tell me about the regolatf your
transmission business.

A The transmission businsdslly
regulated.

Q And you operate pursuartttiffs?

A 1think that's a U.S. tewhich I've
struggled with. It is regulatedtbe basis of a
price cap which is essentially basedhe assets,
the O&M costs and the rate of retmrinvestments,
on equity.

Q The transmission systerSBafttishPower
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has been, as a part of this trarmgadeparated to
become a part of what, Mr. Richan®sdCan you help
us understand what that means?

A Ireally don't understamidat that means.

The transmission business of SddRtsver is part of

RENEE L. STACY, CSR, RPR
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the power system's division of SshRower.

Q And what did the regulatogquire that
you do with that transmission bussas a part of
this transaction?

A Nothing.

Q Did they not require tlgati separate it
into a separate entity?

A No.

Q It was not a conditionyolur securing

approval?

A That was not a condition.

Q Isit the case that youentd do it
within three years?

A No.

Q When must you separate it?

A 1think you misunderstahd thrust of
what the UK require, which is thagemeration

business must be what they call famged, and they
require that to be done by placheydgeneration

business into a separate entity ustown profit
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and loss account and its own balaheet so that
there is clear regulatory separatiimancial
separation, so regulators can ptppegulate the
regulated business, which is thestr@ssion

business, away from the separaigyaiithe

RENEE L. STACY, CSR, RPR
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generation business.
So | think the essencihat the

transmission business remains atdhe of
ScottishPower and the generatiomless is safely
put in a package as a separateyentit

Q The two are separatedilggaownership,
separate entity ownership?

A The reality is for -- see- almost since
my first day at ScottishPower, wedaeparated the
transmission business from the guimer business.
We have separate lawyers, sepaoatieacts.

Q But now they must be safgasister
corporate entities for ownership?

A Yeah, | think that's reasble.

Q On the operation of tlEsmission
system, UK has a national grid systeéo they not?

A England and Wales hasteonal grid
system.

Q And does your transmissgstem operate

as a part of that national system?
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A No, it does not. It isnt@cted to them.

Q Itis contracted to them?

A We have -- we own and apethe

transmission business in the sofiBcotland, i.e.,

ScottishPower, and we obviously exdje security and
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energy with users in England andé&aand that is
done through contracts with the dlzdl Grid Company
who operate the transmission busiire&ngland and
Wales.

Q Who has the operating attyrto decide
when a constraint exists on thedmassion system
under the new structure that redudts this
merger?

A The new structure will ilgdoe no

different from the old structuretémms of the way
the transmission business operatésugh clearly
there are discussions going on atiauvisibility
of that, but basically the same pedpansmission
operators will declare constraiatg] | said the

constraints in Scotland are almdshiical.

COMMISSIONER WHITE: Exeume, Mr. Reeder.

When you talk about this merger,ane talking
about PacifiCorp/ScottishPower eryu talking
about ScottishPower/Manweb or son@ fransaction?

MR. REEDER: PacifiCorpd8shPower.



21

22

23

24

25

Q It'strue, is it not, MRichardson, to
make the record clear, that as aition for the
approval of this merger by one $&il¢ regulators,
you were required to ring fencedbaeration

business separate from the trangmniggisiness?

RENEE L. STACY, CSR, RPR
(801) 328-1188 581



10

11

12

13

14

15

16

17

18

19

20

A | think | clarified thab tyou a few
moments ago.
Q Butitwas as a resulthef approval of
this merger?
A 1would really need to gke letter which
| -- you're asking me to recall stimmgg that | read
several months ago.
MR. FELL: Mr. Chairmaigtdetails of
this are addressed by our witnesh@&n Morris, and
this is not the appropriate witntesgo into the
details of those conditions.
CHAIRMAN MECHAM: Can yowait for Mr.
Morris, Mr. Reeder?
MR. REEDER: Oh, sure. v@rcan clear it
up now. | have the letter in frohtme. It's
fairly simple to let the witnessesk at the letter
and the Commission look at the fetiEhe letter, |
think, pretty much speaks for itsalfe can resolve
the debate with the letter, I think.

MR. FELL: | can assureiybat's not
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true.

MR. REEDER: Well, let'g &nd put the

letter in and see if the letter $gdar itself and

move from that topic.

CHAIRMAN MECHAM: All righ Why don't you

RENEE L. STACY, CSR, RPR
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distribute it. We'll go off the d for a
minute.

(Discussion off the recfrd

(Whereupon Cross Examoratxhibit 6 was
marked for identification.)

CHAIRMAN MECHAM: Okay. dt's go back on
the record. While off the recore have
distributed a letter to -- addreskethe Secretary
of State, Honorable Stephen Byergtem by Charles
A. Berry, Executive Director, fronod@tishPower, and
| also assured Mr. Fell that, to diegree Mr.
Richardson is unable to fully addriéss document,
that we will allow Mr. Morris, whdre takes the
stand, to do so as well. Mr. Reeder

MR. FELL: Mr. Chairmanegave going to
mark this exhibit? We've been magkhem
differently.

CHAIRMAN MECHAM: I'm soyr If | didn't
say so, we marked it as Cross Exation Exhibit 6.

MR. FELL: Exhibit 6. AnMr. Chairman,
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I'd like to lodge an objection te fime of cross
examination we're undergoing heéfélr. Reeder's
purpose is to only demonstrate wérelfir. Richardson
might be familiar with United Statgserations or

regulation, that's one thing, buti# objective is

RENEE L. STACY, CSR, RPR
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to seek to drop into Utah the retpriastructure
that exists in the United Kingdoimen | object to
this line of cross examination s ibeing used for
that purpose.
CHAIRMAN MECHAM: All righ Well, it's

noted on the record. Go ahead,Réeder.

Q (BY MR. REEDER) Mr. Rigkson, do you
have in front of you Cross ExamiaatExhibit No. 67

A ldo.

Q Are you familiar with tHatter?

A Yes, lam.

Q Andisita letter dated's dated 1
April 19997

A That's correct.

Q I had trouble with theeal#te first time
| read it. And is this the lettkat generally
spells out the conditions that yad &have been
discussing?

A Yes.

Q And is Condition No. 6 gedlly the



condition that you and | have bemscuksing?

A Yes,itis.

Q Thank you. Now, Mr. Riathson, was the
result in Paragraph No. 6 a resulght by

ScottishPower or a result resiste&dottishPower?

RENEE L. STACY, CSR, RPR
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MR. BURNETT: Would youstate the
question?

Q (BY MR. REEDER) I'm sidlirag your
counsel that he may want to payigpattention to
the question. Was the result sohgh¢ by
ScottishPower a result welcomed tytt&shPower or
resisted by ScottishPower?

MR. BURNETT: Which resale you talking
about?

MR. REEDER: The resulParagraph 6.

MR. FELL: | continue mpjection. This
is an objection about UK regulataomd trying -- and
the objective appears to be to dipregulation
into Utah, and I think that is nelavant to this
proceeding.

MR. REEDER: Quite the tary, sir. The
question is about corporate attitaide I'm
attempting to establish what wasctbiporate
attitude with respect to separation.

MR. FELL: We have alsgemibed to
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restructuring issues.

CHAIRMAN MECHAM: I'm weklware of that

and I'm sure we'll have plenty afianent about that

tomorrow.

MR. FELL: Mr. Richardsqrpceed.

RENEE L. STACY, CSR, RPR
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THE WITNESS: Okay. SaitPower operates
a competent license. That is anbeethat covers
generation, transmission and whataall retail.

The transmission license is vergcla its reclaim
that ScottishPower, as a transnisserator, must
not discriminate. We take our lisewery seriously
and we have done since its appboatn the
Company, so moving in this directaartually was a
pretty natural move for us. Theibesses were
effectively ring fenced as interopkrations.

We take a view that they the rules by
which we must play, so it was alyamatural move
for us to agree that the generdtigginess could be
settled into a separate entity.

Q (BY MR. REEDER) When thisndition was
first -- when a condition similarttos was first
initiated by the regulator, what wlas response of
ScottishPower?

A | think you need to begse about just

which initiation regulators with pext to the habit



of initiating all sorts of things t@st reaction.

Q Did ScottishPower file aoents with the
regulator when the regulator propdbés condition,
and if so, what did those commeay®s

MR. BURNETT: I'm going object to this.

RENEE L. STACY, CSR, RPR
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It is a confidential document. Glhsly, that's why
Mr. Reeder was pointing to me. dfivilants to refer
to the document in particular, thgsy know, we'd
be happy to pass it around. It'sdokeiced to a
yellow document. Originally it wagink document.
If he wants to point to it and hawerybody read it
from counsel table and from the drathe bench,
then we can. If he wants to acjuallrsue the line
and read it into the record, wedlVé to clear the
hearing room for it, and we cantdather way Mr.
Reeder prefers.

MR. REEDER: I've simpbkad for a
statement of corporate attitude autttrying to
refer to the document, but to myeagues from
PacifiCorp and ScottishPower, I'gesad not to
challenge the confidentiality, seill ask for the
attitude without the document, bwill use the
document if they prefer. | wouldeteo them on
how they want to handle it.

MR. FELL: We would preterlet the
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document speak for itself and pat th.

CHAIRMAN MECHAM: All righ Let's go off

the record just a minute.

(Discussion off the recprd

(Whereupon Cross Examaragxhibit 7,

RENEE L. STACY, CSR, RPR
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Proprietary, was marked for idenéfion.)

(Whereupon Cross Examaragxhibits 4
and 5 were substituted and re-majked

(Recess, 10:25 a.m.)

(Reconvened, 10:49 a.m.)

CHAIRMAN MECHAM: Let's goack on the
record. During the recess, we stuutetl what we
had marked as Cross Examinatiomiat was an
excerpt from the proxy statemenhdAross
Examination Exhibit 5, which wasaca# excerpt from
listing particulars, and we have kedras Cross
Examination Exhibit 4 the full docem, which is the
proxy statement, and as Cross Exatinom Exhibit 5,
a full document entitled Listing #aulars Relating
to the Admission of Official List efand so on,
and we'll be using those documesitsego forward.

Let me ask, is there ajecton to their
admission, Cross Examination Exkidiand 5?

MR. REEDER: No objection.

CHAIRMAN MECHAM: All righ We'll admit



those. And then with respect togSrBxamination
Exhibit 6, is there an objectiorthiat being
admitted?

MR. FELL: There's no attjen to that.

CHAIRMAN MECHAM: All righ We'll admit

RENEE L. STACY, CSR, RPR
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that.

(Whereupon Cross Examaratxhibits 4, 5
and 6 were received.)

MR. REEDER: And we may §Geoss
Examination Exhibit 7 solved at tmement. Mr.
Burnett, would you stipulate thab€s Examination
Exhibit No. 7 is an extract of adetfrom
ScottishPower to OFFER and thisasttis in
response to the question we just@®k

MR. BURNETT: Itis a donant from
ScottishPower in response to thegdmoffer of
issues and it was offered in thetéthKingdom on a
confidential basis. That's whydgsignated as
confidential here. It's not beesteld for public
review in the United Kingdom, sotthavhy we
thought we had to maintain its coefitiality here.

MR. REEDER: Would youpstiate to its
admission?

MR. BURNETT: Yes.

MR. REEDER: With thatpstiation, we'll
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let the document speak for itsetf ant pursue
further ScottishPower's attitudetoa record.
We'll just let the document speakiteelf. Would
that be acceptable, Mr. Burnett?

MR. BURNETT: That's actadye?

RENEE L. STACY, CSR, RPR
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1 MR. REEDER: Thank you.

2 CHAIRMAN MECHAM: All righ Then we'll
3 admit Cross Examination Exhibit 3 veell, as a

4 proprietary document.

5 (Whereupon Cross Examaratxhibit 7,

6 Proprietary, was received.)

7 Q (BY MR. REEDER) Mr. Riagkigon, |

8 understand we now have the oppdstdaihave a

9 listing agreement which won't reguane to strain.
10 Do you have a copy of that one amfrof you?

11 A ldo.

12 Q Would you refer to pag® bdi the listing

13 agreement, please?

14 A lhaveit.

15 Q And page 119 begins witihagraph B,

16 summary of the principal terms aodditions of

17 ScottishPower composite and secendi¢ense and
18 of Manweb's second tier licensesgeé&tra?

19 A That's right.

20 Q And there it purports torsnarize and
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describe the licenses and the cmditof those

licenses?

A Yes, it does.

MR. REEDER: Mr. Chairmannderstand

that we were to defer questions wespect to the

RENEE L. STACY, CSR, RPR
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precise terms of the licenses toMtrris, but this
witness can identify that therelarenses and
these are the principal terms oflitenses from
this document, | trust.

CHAIRMAN MECHAM: Well, &shim.

MR. REEDER: | was waitifoy counsel to
respond over there because he --

MR. FELL: Well, we wiltipulate to that,
that there are licenses and theserancipal terms.

MR. REEDER: And this isammary of those
principal terms?

MR. FELL: This is a sunmnaf the
principal terms contained in thisadiment. | just
don't know -- | can't personallytifgithat there
are no other principal terms.

THE WITNESS: If | couldst say that the
license -- ScottishPower license the document
is larger than this document, so --

MR. REEDER: Larger. Ihad it.

CHAIRMAN MECHAM: Allrigh So have we
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gotten through that?

MR. REEDER: | don't knoWe're going to

try right now.

Q Mr. Richardson, would & fair to say

that this is a summary of the liceggerms and

RENEE L. STACY, CSR, RPR
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conditions, to the best of your kiexge?

A 1think, as Mr. Fell saysis a summary.
It was written for this audienceyimusly.

Q Itis written for the aadce of the
stockholders of ScottishPower?

A That's correct.

Q And these would be then'eand conditions
of the license then that would beamal for a
stockholder to know?

A That is the spirit in whithe document
was produced, yes.

Q For examination with resge the --
well, foundation question. Weresthécense terms
and conditions, as you understaethtimodified as a
result of the acquisition of Pacdig?

A These -- this purportbeothe license
conditions as they exist. The fette discussed
earlier allowed OFFER, the Britigigulator, to
secure ScottishPower's agreemdnttioer changes

which were already in the procesenig



21

22

23

24

25

negotiated, as | think you can seeugh the yellow
sheet. Those changes were beingtiaged through
to other consultations, not justukibty review,

and the -- well, I think essentidh utility

review. The other one is not mamnbin the

RENEE L. STACY, CSR, RPR
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letter. But basically consultatiwas ongoing and
OFFER have taken opportunities sagthis to just
progress that.

Q Mr. Richardson, are yomilear with the
conditions that were opposed by OREE additions to
these conditions, those shown @ummarized on
page 19 as a result of this transa@t

A That's a pretty complegabecause, as
I've said, there are three congoliatwhich have
been going on, | mean, two defirplas this merger
approval, and Mr. Morris is defitytevell rehearsed
to give you precise answers on that.

Q Mr. Morris will be the gen to whom we
should direct the questions concgytihe new
conditions added as a result ofttlaissaction?

A That's correct.

MR. FELL: Mr. Chairmahgte's a premise
that they were added as a resuhisftransaction
and it's that clause that's cautiegvitness

problems and will be discussed by Miorris.



CHAIRMAN MECHAM: All righ We'll take
that up when Mr. Morris comes to $hend.
MR. REEDER: Thank you.
Q Mr. Richardson, why ddest tgive you

pause that they were added as & adghis

RENEE L. STACY, CSR, RPR
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transaction?

A Well, | think the reasom Isort of
hesitant, if you like, is | detestyiour tone the
implication that we had to have #hoenditions
placed around us in order to be stismething
about this merger. That is notdase. This
merger has no impact on UK operationUK
competition or UK market power. Wtiee regulator
was doing in this instance is tdpip on
discussions in consultations thatevaready well
in progress, and | was involvedhem myself before
| left the UK, but those discussiorese well in
progress, and if you look at what thgulator in
Britain is doing, he is taking thgportunity as
transactions such as this or Eagézatricity's
acquisition of new generation froowergen or the
merger of Southern Electricity wbottish
Hydroelectricity. Each of thosengactions have
presented the opportunity to develeyw license

conditions that sort of help himdad&rward this
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utility review consultation.

| think that's the wayukgors work. |
think he's taken these opportunitiege everyone
is focused on the moment. Are young to do this

or aren't you. And, you know, tisisimply a part

RENEE L. STACY, CSR, RPR
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of that normal regular transactemthat is why
I'm uncomfortable.

Q You would normally expétat a
transaction would give rise to nemditions, then?
| think it's anything --

MR. FELL: Mr. Chairmaneld like to --
this is all being deferred to Mr. Me and we're
going to bog down over this.

MR. REEDER: Fair enoughie'll defer to

Mr. Morris.

Q Mr. Richardson, look agjpd.1 of the
listing particulars if you would ggise.

A Okay.

Q There on Paragraph 10=theeference to
share buyback.

A Correct.

Q Can you describe thatfer, please?

A Well, what it proposeghst between the
shareholder votes and prior to tleeger date, i.e.,

closure of the merger, ScottishPaomi#rundertake
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to acquire -- buy back up to 500ionl pounds worth
of its share.
Q Can you translate the goommber into
U.S. dollar number? How many shafeScottishPower

do you propose to buy back aftes transaction is

RENEE L. STACY, CSR, RPR
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approved but before it's consumniated
A Well, if you said it wap@oximately five
pounds a share, that's 100 millivarss.
Q How many dollars?
A You're testing my math's About $800
million.
Q Isit the case that thees proposed a
share buyback for PacifiCorp in @etoof 19987
A | believe that to be tlase, yes.
Q And to your knowledge --
MR. FELL: | beg your pard Did | hear
you say October of 19887
CHAIRMAN MECHAM: No, '98.
MR. FELL: '98? Thank you
MR. REEDER: | hope | s&8.
CHAIRMAN MECHAM: You didlt was '98.
Q (BY MR. REEDER) Mr. Rickaon, are you
generally familiar with that shargyback scheme?
A Notreally. Ithink theestion would be

much better dealt with my Mr. O'Brie
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Q Do you know the magnitodé¢hat share

buyback scheme?

A lactually couldn't recdlino.

Q Do you know whether thHadre buyback

scheme has been cancelled or withd?a

RENEE L. STACY, CSR, RPR
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1 A lreally don't know. lésmatter for

N

PacifiCorp and its board.

3 Q Do you know where the ctsdt was to be
4 used for that share buyback schemegoes?

5 A No, I don't.

6 Q Mr. Richardson, what wiadfall tax?

7 A In the context of as apglio utilities

8 in -- do you have a page wheradfsrred to?

9 Q The exhibit to your testimy, page 19,

10 same page we were referring toeatiis morning.

11 A  Okay.

12 Q Do you have that pageamff of you?

13 A | have that.

14 Q Do you see the referencgindfall?

15 A Yes.

16 Q What is the windfall taeterenced there?
17 A In that context, the wiallitax is

18 something that the present goverrnresred on
19 electricity, water and gas utilitidsn not sure

20 about gas, but I'm pretty sure.--Tia order to
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call back some of the windfall ptefenjoyed by
electricity companies. Well, théitgs -- those
utilities since privatization.

Q Was itlevied largely azsault of the

windfall profits on the electric si?l

RENEE L. STACY, CSR, RPR
(801) 328-1188 597



10

11

12

13

14

15

16

17

18

19

20

A No. I mean, it was baled@cross the
three sectors I've discussed.
Q Did ScottishPower haveiadhall tax
liability?
A Well, | think you can siere that -- |
think that's a number of 317 millipounds, so
that's a liability, | would guess.
Q Is that the total amouin§oottishPower's
liability for windfall taxes?
MR. FELL: For clarificati, we're
talking about the ScottishPower otidated? That's
what this reports.
THE WITNESS: This incld8outhern Water,
in fact. Sorry. | mean, I've sedot of numbers
in the last eight months, but I'matpr sure that is
317 million total amount.
Q (BY MR. REEDER) Can yaihus understand
how much of that arose from windfalfits on the
electric side of the UK earned bgt8shPower?

MR. FELL: Objection. Bhs clearly Mr.



Morris. There's no way that Mr. IRacdson would
know the details of the financiah#oits.

Q (BY MR. REEDER) Mr. Rickaon, can you
tell me or do you want me to defatto Mr. Morris?

A No. It would be testing memory to the

RENEE L. STACY, CSR, RPR
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point that | much prefer Mr. Morrisle could answer
that with precision.

Q Can you tell me what ledhe imposition
of the windfall tax?

MR. FELL: This is Mr. Miig again. Mr.
Chairman, we have tried to estalilstt Mr. Morris
will answer the financial questioride's the
financial witness and he --

CHAIRMAN MECHAM: CorrectAll right. He
will.

MR. REEDER: I'm askingabthe concerns
of the taxing authority. I'm nokimg about a

number.

Q Do you know the concerhthe taxing
authority that led to the impositmiithe tax, Mr.
Richardson?

A I mean, this was a goveszniinitiative.

It was brought in as part of the rgavernment's
manifesto. I'm not so sure it waisthing that was

led by the taxing authority.
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Q Mr. Richardson, what sgg¢s or tactics

were available to ScottishPowereruce or minimize

this exposure windfall taxes?

MR. FELL: Objection. Mvorris.

CHAIRMAN MECHAM: Well, t&s -- if you

RENEE L. STACY, CSR, RPR
(801) 328-1188 599
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believe it's Mr. Morris that show@dswer it, say
so, Mr. Richardson.

THE WITNESS: Well, badigabecause it
was historic, we weren't able tooke any
strategies or tactics. It was aightforward tax
applied at the discretion of thogewlecided the
tax.

Q (BY MR. REEDER) What wduiave happened
if you had reduced your price totoogers, Mr.
Richardson?

A When we were charging thogstomers, we
had no idea there would be a wihdéal down the
road. That's the nature of utiitisinesses.

Q The windfall tax came asugprise to you?

A Not at all.

Q How much notice did yowé#hat the
windfall tax was coming?

A Well, as I've said, it wdeclared very
clearly in the labor party manifeso if you're

pressing your books the right wayy would
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anticipate it.

Q When it became clear mldbor party

manifesto, did you seek to reduas ywices to

minimize the exposure to this wiriczax?

A No. We have a businesaito Tax is

RENEE L. STACY, CSR, RPR
(801) 328-1188 600
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something that is a treatment ofréseilts you
achieve, | would put it, and | thiybu are
definitely getting to the areas af. Mlorris'
expertise.
CHAIRMAN MECHAM: If that'true, just say
so and we'll go to Mr. Morris.
Q (BY MR. REEDER) Let's n&oto page 107 of
the listing particulars, please.uYsee a Note B?
A Yes.
Q Does that note descrilettiansaction?
A 1think you would do mubhtter to refer
that one to Mr. Motrris.
Q I'mjust asking your knedge, sir. Does
this describe the subject transaétio
CHAIRMAN MECHAM: He defed it to Mr.
Morris, so that's what we'll do.
Q (BY MR. REEDER) Do yowkaany knowledge
of the matter?
CHAIRMAN MECHAM: I'm suttee has some,

but let's defer that to Mr. Morris.



Q (BY MR. REEDER) If | mayrsue the
guestion, the question is --
MR. FELL: There's beemkng on this.
CHAIRMAN MECHAM: If he ga that Mr.

Morris is the witness to answethign you'll defer

RENEE L. STACY, CSR, RPR
(801) 328-1188 601
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it to Mr. Morris.

Q (BY MR. REEDER) Mr. Riaidaon, will
goodwill arise from this transacfon

A lunderstand it will.

Q Mr. Richardson, what's pinactice of
ScottishPower with respect to th@dization of
goodwill that will arise from thisahsaction?

A That question is defingtébr Mr.

Morris. And he will answer it fu)lym sure.

Q I'm sure that he will. .NRichardson, as

a businessman, what impact wouldathertization of

that goodwill have on your earnings?

A You know, that's -- | umsiand that that
is quite a technical question. rifeefer in a
public hearing like this that thatgtion is
answered by an expert, and thatris\irris.

Q Mr. Morris will be prepdreo tell us what
the impact on your earnings willavel what the
earnings expectation of your investeill be on the

amortization of that goodwill?
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A

| think he will --

MR. FELL: Mr. Morris witespond to that

question.

CHAIRMAN MECHAM: Okay.t'$ clear to me.

Q (BY MR. REEDER) Mr. Ricdaon, we'd ask

RENEE L. STACY, CSR, RPR
(801) 328-1188 602
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that you remain available until wadgh that
examination so that we're sure weslemswers to
those questions.

A No problem.

Q Mr. Richardson, in the ghase price of
ScottishPower there is a signifigar@mium paid for
the shares, is there not?

A I'm sorry. Isthat 107a0e you just --
in general?

Q You were going to make Maorris read the
listing particulars. We'll make hiead the listing
particulars. The question to you,is: Is there
a premium?

A There is a premium, yes.

Q Sir, what is that premium?

A It would depend how yodide it, but it's
something between 15 and 25 percent.

Q Fifteen to 25 percent dvaeok value?

A You're getting technical.

Q Isit15 to 25 percentoveok or over
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market?

A I'm sorry. If you reallyant to go into
precision of the definition, andnlderstand there
are at least three definitions @mpium, then you

want to pursue that with Mr. Morris principle,

RENEE L. STACY, CSR, RPR
(801) 328-1188 603
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there is a premium.
Q Isn'tit true, Mr. Richadnh, that you are

paying a sum for the shares of Faeoip in value of

ScottishPower shares which valueeds the market

value for those shares?

A Thatis true, and | woslaggest that's
perfectly normal for a merger praces

Q Andisn'tit true that teue on the day

that the -- approximate day thegemtion was
announced of the premium in excéssasket was
someplace between 25 and 26 percent?

A | cannot agree to thatmdan, I --

Q You don't know or you tagree to the
percentage?

A Back to the definition.ol say someday
about the time of the merger beimgoainced, and
there are also different ways ofrdefy premium.
I'm sure Mr. Morris would give a ygrecise
statement of what the premium watherday of

announcement.



Q Mr. Richardson, would yetfer yourself to
the cross examination exhibit tisahie proxy
statement of PacifiCorp.

CHAIRMAN MECHAM: That &.

Q (BY MR. REEDER) Are yoargrally familiar

RENEE L. STACY, CSR, RPR
(801) 328-1188 604
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with this document?
A Yes.
Q Would you please refepage Roman
numeral 5, please?
MR. FELL: Mine only gots4.
THE WITNESS: So does mine
MR. FELL: Is this the gtiens and
answers about --
MR. REEDER: The first gtien and answer,
yes.
THE WITNESS: The questi@md answers
about the merger; is that right?
MR. REEDER: Page one?
THE WITNESS: Opposite 4.
CHAIRMAN MECHAM: It mudte page one.
MR. REEDER: Must be page? Very good.
Q Would you refer to page®n
A lhaveit.
Q Read the second paragopine first

answer.
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MR. FELL: Mr. Chairmahgtdocument
speaks for itself. Whether thea@'®xplanation or
a difference related to this wilvedo go to Mr.
Morris, and, frankly, | object taghactic of

trying to demonstrate that Mr. Rids®n is not a

RENEE L. STACY, CSR, RPR
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financial expert. He's not. Wstlpulate to
that.

CHAIRMAN MECHAM: Yeah, drhe said so.
Where do you want to go with thisaed paragraph,
Mr. Reeder?

MR. REEDER: | need toabdish the 26
percent premium over market valuthattime.

Q Isn'tthat true, Mr. Rictigon? There's a
26 percent premium over market valughe time? We
can quarrel about it, but I thinktte what it
says.

A Yeah, okay.

MR. FELL: That is whattdocument says.

CHAIRMAN MECHAM: Okay.

Q (BY MR. REEDER) Now, yanderstand that's
the facts? You don't quarrel --

MR. FELL: Object to tHatm of
guestion. That's what the docursags. That's
what we've stated.

Q (BY MR. REEDER) Mr. Riglgon, does this
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document truthfully and accurateid avithout
failing to state a material factldee a premium or
not?

MR. FELL: Objection. MRichardson is

not an officer of PacifiCorp, torstaith, and

RENEE L. STACY, CSR, RPR
(801) 328-1188 606
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we're dealing with a PacifiCorp prastatement. He
Is not the witness to be answeraaiptical
questions like that.

CHAIRMAN MECHAM: So yoe'rsaying Mr.
O'Brien should field this question?

MR. FELL: Mr. O'Brien ntiganswer this,
yes. He is the one to talk to alibigt.

CHAIRMAN MECHAM: Well, endocument
does --

MR. REEDER: | don't selewve can quarrel
with the document, sir.

MR. FELL: If we don't &to quarrel with
it, then | would be happy with th&t/e need not
quarrel about it, and that's what Rieder is
doing.

CHAIRMAN MECHAM: May | &aswvhat you're

doing?

MR. HUNTER: Mr. ChairmdPacifiCorp would

be happy during the time that MB1@&n is on the

stand to answer questions abouP#uaifiCorp
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costing statement.

Q (BY MR. REEDER) I'm sarrlf's
ScottishPower that's paying theeridre they
paying a price over market valuaatr? Can we have

a straight answer to that question?

RENEE L. STACY, CSR, RPR
(801) 328-1188 607
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A The power plan says whahys. I'm
quite sure that is right in the @dtof how this
Is written. I'm not a financial exp

Q And do you have an apprate dollar
amount of this premium that you'agipg that you
don't know about as a financial e&»d'm sorry.
That was an unfair question. Do kiaue an
estimation of the dollar amounttwé premium, Mr.
Richardson?

A The premium varies witbct pricing. My
understanding is it varies betwedalfa million
dollars and something like 1.6 bilidollars.

Q It varies because of tioels price of
ScottishPower?

A Depends how you represie@tpremium, but
it varies depending on the stockeaof
ScottishPower and PacifiCorp.

Q Iltis variable becausstotk prices
then?

A Yes.
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Q Now, do we understandpghechase price

represents a premium over book Vealue

A Yes, it does.

Q Can you help us understahdt the premium

over book value might represent?

RENEE L. STACY, CSR, RPR

(801) 328-1188

608
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A Ithink I can. You're intechnical
areas, you know, which it would bgproper for me to

even begin to answer those quesbansehalf of the
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Company.

Q Do you have an estimabbwhat you at
ScottishPower are paying for theigadver book of
the assets of PacifiCorp?

A It will be a similar rangg00 to 1600
million dollars. Depends.

Q That, sir, is the valueomarket of the
shares. What's the value over book?

A I'm sorry. |really woultet operating on
recall and I'm way out on my own extigse. Far
better represented to either Mr.r@Bor Mr.
Morris. Both will be prepared taatieiith it.

Q Is it fair to conclude, matter what the
number is, that you're paying a sarigl premium
over book?

A Thatis true, and | bekdhat is

normal.
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Q Okay. Now, as you're pgythis premium

over market and over book, you'rgryiassets that

are regulated today, aren't you?

A We are.

Q And you're coming fromexrvironment where

RENEE L. STACY, CSR, RPR
(801) 328-1188 609
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competition exists, aren't you?
A Yes. We're coming as apegienced
utility operator.

Q In a competitive enviromtie

A Presently in a competiterevironment,
still highly regulated.

Q But your customers haveiod except when

they choose not to exercise choice?
A That has been a very redenelopment,
yes.

Q Soyou're familiar witR it

A Absolutely.

Q And you understand, siattthe U.S.
market is moving at various pacegta a
competitive environment, don't you?

A The U.S. market has mamyarcomplexities
than the British market, but you panceive
movement, yes.

Q But you can understand tivase assets

will sooner or later be exposeddmpetition, can't



21 you?

22 A Which assets?

23 Q PacifiCorp assets.

24 A |l don't think all of Pa€ibrp's assets

25 will be exposed to competition.

RENEE L. STACY, CSR, RPR
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Q Would you expect that tleeistomers would
have choice?

A | cannot prejudge.

Q Are you buying into thisrket, sir, with
the belief that competition will netist in this
market at any time in the foresee#biure?

A Not at all. I've saidttos Commission
and others and other audiences ran@g that we're
not carrying a banner for deregalatr
competition. We do bring a lot &perience and |
think that experience will be valleabnd relevant,
but we will be one voice among manmwyhat |
perceive to be a pretty complexo$eircumstances
as the U.S. tries to find its wagpnfard in the
issues of choice, deregulation astiucturing.
It's very complex. We're able playand we will
contribute to that in a very meafuhgvay, but
that's all we will do. We will coitdute to it and,
just like the UK, the rules will dve and we will

play by those rules.



Q Will you support and enage
restructuring of the U.S. electriarket?
A We are getting ourselvpsaispeed
presently with NOPRs and FERC's altaton and we

bring, 1 think, relevant experierficn Britain and

RENEE L. STACY, CSR, RPR
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that allows us to understand sonth@special
circumstances or these special mistances that
exist in the U.S.

Q Your reference to NOPR,w&as reference
to the rulemaking from the FERC witlspect to the
formation of regional transmissiogamnizations?

A That's correct.

Q Those comments are duenwsie?

A My understanding is it'agust the 16th.

Q And will ScottishPowerfilaag comments

in that rulemaking?

A No, we will not.

Q Has ScottishPower paréitagd in the
formation of PacifiCorp comments?

A We are trying to get olvss up to speed
so we can understand the PacifiCorpments.

Q Do you have a corporatécpavith respect
to the development of RTOs, anajfvghat is that
corporate policy?

A We don't have a corpopaikcy.



21

22

23

24

25

Q You have no corporate @olith respect

to RTOs?

A No.

Q What advice and directme you giving to

PacifiCorp with respect to the fotima of RTOs?

RENEE L. STACY, CSR, RPR
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A 1think our dispositiontts be

progressive as a utility. | thitletword
"progressive" needs definition besgaill probably
has quite different meanings in Utaleven from
Oregon, but certainly from the UKhink, but
basically we perceive that peoplatehange. They
want to progress towards some kinaetter
marketplace, and we support thiayou look at
what we have done in Britain, wednbeen right at
the front of the restructuring prege The reason
for that was that the ElectricitytAt 1989 it was
very clear that the industry wouéebulate in

1998, so we had nine years' waramijwe worked
diligently to make sure that thatedgilation was
well delivered.

There were many workingipa. Mr.

Marron sitting out there actuallg lene of the

major working parties in Britain fine development
and delivery of deregulation, soasme not shy about

stepping forward on these mattditsere are
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principles -- as investors as ugiéitand as people
are concerned about customers, Hrerprinciples
that, you know, we would stand fiod ave would
represent very clearly in the disouss that went

forward, so basically we will be imy participants

RENEE L. STACY, CSR, RPR
(801) 328-1188 613
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in the development of the markethawest of the
U.S., but we will be one participamiongst many.
In this state, for example, the ségjure itself

has a very close interest in thafest.

Q You described yourselfret front in the
UK. Indeed, ScottishPower was amibwegfirst
distribution companies to open tmearket to the
customers, were they not?

A ScottishPower and Manwedah. 3.1
million customers.

Q Can we expect the samaviehof
ScottishPower's affiliate, Pacifigoin the U.S.?

A I'm not quite sure whatiyoean the same
behavior. If you mean taking a pesiand leading
position in the developments of neéskhat can be

made to work to the benefit of castes in a
sustainable way, | would say yesy definitely.

Q Will you be among theftfiis open your

markets?

A lreally -- I mean, | here's no
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framework into which | can plug toeswer for that.
| think I've given you a very clearswer about the
disposition of ScottishPower towasgsrating the
electric utility to the benefit aistomers.

Q If I were to represenytm that

RENEE L. STACY, CSR, RPR
(801) 328-1188 614
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PacifiCorp was a major participanthe formation

of a regional transmission organaraknown as

INDEGO, would you be familiar withet subject matter

of which | speak?

A I'm familiar with the namend, to be
honest, not very much more than. that

Q If PacifiCorp were and thdeed have the
role that | have represented to yoayld
Scottish -- would PacifiCorp undeogishPower's
ownership change its attitude amelation?

A Well, you presume | kndve thistory. |
don't know the history. What | wibshy is that
ScottishPower would develop veraclarinciples,
attitudes, statements, whatever vemgould
communicate those in order to helpgte like this
Commission, the FERC and otherssliamires,
whatever, to understand just whatissues were to
help bring about a good solutiontfa
marketplace.

| think it's very importahat we have
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good market that, you know, willidefl sustainable
benefits to customers. You canimaply, you know,
jump and say we'll do this. It's gobe good, |
think. We got here after 90 yedrstoity

development in Utah, and | think y@ve to work

RENEE L. STACY, CSR, RPR
(801) 328-1188 615
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very carefully, very professionabyd probably
patiently, to develop the right kioidsolution
going forward.

Q Mr. Richardson, you'revieg with the
impression that ScottishPower wilt be first in
the market.

A 1didn't give you that inggsion.

Q Do you intend to leavet tingpression?

A You're putting words in myouth. My
problem with your statement is yawdn't defined
what that market might be. Whag Baid is we will

be right at the front in developthgt market in
such a way that that market can viorlall players
to the benefit of customers as aslshareholders
and it can be sustained. That g, weery
important.

Q Will you be in the frorftencouraging

regulatory and legislative reform?

A I'm not sure the answethiat question is

yes. | think if we got the debaght, that form
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will not surely follow at a good gacl'm quite

sure, for example, if we knew wiet market

solution was and we knew we hadasnigble benefit,
the legislature and the FERC wouwddsthe necessary

legislation very quickly, and thsiour thrust.

RENEE L. STACY, CSR, RPR
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Q You enjoy the benefitsaafompetitive
market in the UK?

A | think it's healthy, yes.

Q Would you prefer competitito regulation?

A | am a natural competitbcome from a
competitive environment.

Q Would you resist the inlwotion of
competition in the U.S. if you're@atural
competitor?

A You're using the word is¢$ I've used
the word "progress."

Q We shall have this conatos further.

A I'm sure we will.

CHAIRMAN MECHAM: You meaomewhere out of

our presence?
Q (BY MR. REEDER) Mr. Rickaon, are you
willing to accept the impact of th&roduction of
competition on PacifiCorp?
A We've been absolutely cstesat that we've

said that whatever the rules areywlleplay by the



21

22

23

24

25

rules, and if those rules includmpetition, then

we will compete. You know, partvdiat we want to
do with PacifiCorp is really gefiked to be the

low cost provider, and in my minfdyou get

yourself there, then whether yorégulated or

RENEE L. STACY, CSR, RPR
(801) 328-1188 617
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competitive, you know, that's a fyrgbod position
to be as a company and indeed astarmer of that
company.

Q You recognize, sir, thHe tntroduction
of competition may diminish your lgiito earn at

the rate that you're now earning oray enhance
it, do you not?

A Well, that's the naturecompetition.

Q And you're willing --

A The game is to win.

Q And you prefer that modeare willing to
accept the impact of that on Paaiff?

A We're willing to accepetimpact of that
on PacifiCorp. | would emphasizaiaghe framework
IS important.

Q Mr. Richardson, what dre transaction
costs of ScottishPower in connectidth this
matter?

A 1think you had an argumen Monday with

Mr. Wright about the exact numb8ubject to
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correction, | believe it's somethiikg $250

million.

Q And of that $250 milliomas there a

payment to Morgan Stanley?

A Yes, there would be.

RENEE L. STACY, CSR, RPR

(801) 328-1188
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Q Can you tell us the appreate amount of

that payment to Morgan Stanley?
A No, | couldn't.
Q If on this record it shdwalevelop that
the payment to Morgan Stanley wasia$36 million,
would you have an objection to that?

A No. That might be thetszfrnumber,
yes.

Q Can you tell me how thgmant to Morgan
Stanley compares with the rate quarin Utah?

A We have said that all saction costs
will be below the line.

Q You've got a $48 milliate guarantee in
Utah and you paid Morgan Stanley $@6on for a
fairness opinion, sir?

A That's business.

MR. REEDER: The next lofeexamination
requires some documents that MrnBtihas in his
custody that, unfortunately, areooedl. Mr.

Burnett, how would you wish to pred@
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MR. BURNETT: | would wist proceed with
the witnesses that can actually @nguestions on
the pink documents, rather than hyaweparade them
in front of the witnesses that do mave any

knowledge of the pink documentshst tve can get on

RENEE L. STACY, CSR, RPR
(801) 328-1188 619
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with this procedure.

MR. REEDER: Thank you foe speech, and
now can we determine whether thimeas has that
knowledge of his own?

MR. FELL: Would we like go off the
record and take a look -- | neethie@ a look at
the documents.

CHAIRMAN MECHAM: That'sgood idea.
Let's go off the record and takeakl

(Discussion off the recprd

(Recess, 11:30 a.m.)

(Reconvened, 11:52 a.m.)

(Whereupon Cross Examaratxhibits 8, 9,

10, 11 and 12, Proprietary, werekeaifor
identification.)

CHAIRMAN MECHAM: Okay. dt's go back on
the record.

MR. FELL: May we starttivprocedures?

CHAIRMAN MECHAM: Yes.

MR. FELL: As | understanhérom Mr.
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Reeder, he has some confidentialments that he
would like to have identified angt Bome foundation
for. The appropriate witness tdlut is Mr.
MacRitchie, and we have him withhese so that we

don't get any confusion about thecdption of

RENEE L. STACY, CSR, RPR
(801) 328-1188 620
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what's being identified, and so whiatwould propose
Is that Mr. MacRitchie be sworn imdaf he'd just
handle this foundation question, treh we can get
back to Mr. Richardson.

CHAIRMAN MECHAM: Let's dihat. Mr.
MacRitchie?

MR. REEDER: That is thetipulation.

CHAIRMAN MECHAM: Okay.

ANDREW N. MacRITCHIE
called as a witness and sworn, waseed and
testified as follows.

CHAIRMAN MECHAM: You mayant to state
your full name for the record andhags spell it
for the court reporter.

THE WITNESS: Andrew N. 8Ritchie.
MacRitchie is spelled capital M-A-€apital
R-I-T-C-H-I-E.

CHAIRMAN MECHAM: Okay. MReeder.

MR. REEDER: Shall | examhim, counsel?

MR. FELL: Yes, please.
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EXAMINATION

BY MR. REEDER:

Q Mr. MacRitchie, directiggur attention to

the prospectus of PacifiCorp -- da have that

document?

RENEE L. STACY, CSR, RPR

(801) 328-1188
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A Yes, Il do.

Q Inthere, sir, there isdmaeference to
a -- on page 51 -- an analysis dpnklorgan Stanley
at the behest of ScottishPower. ¥ansee that
page?

A Yes, Il do.

Q Are you familiar with thamalysis?

A lTam.

CHAIRMAN MECHAM: And judb be clear,
we're looking at Cross Examinatiomibit 4, page
51.

MR. REEDER: Yes, sir.

Q Inthere, sir, it makefrence to two
cases presented by the managem@&udottfishPower to
Morgan Stanley to assist them inr tiealuation?

A That's correct.

Q Sir, do you have in froftou
Confidential Exhibits 8, 9, 10, Iidal2?

A ldo.

Q And so that we have itaclen the record
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how these documents relate togethéwhat they
are, would you please describe toumat they are
and how they fit with this statementhese proxy
statement.

MR. FELL: Please proceed.

RENEE L. STACY, CSR, RPR
(801) 328-1188 622
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THE WITNESS: Exhibit 8tlee presentation
made by Morgan Stanley to the SsloRower PLC
board. Exhibits 9, 10, 11 and 12 management
studies referred to in the proxyesteent that were
provided to Morgan Stanley as pétheir
preparation for that board preseéomat

MR. REEDER: Counsel, ytair stipulation
that these are documents referr@shtbwe can offer
them to the Commission on that repnéation?

MR. FELL: Yes.

MR. REEDER: Very well.

CHAIRMAN MECHAM: Okay. &, for
identification purposes, 8 has anftbnt page,
Project Jet. Nine is a respondglEC 16.9. Cross
Examination Exhibit 10 is a respotts®IEC 16.10.
Cross Examination Exhibit 11 is spanse to UIEC
18.1(a), and Cross Examination EixHip is response
to UIEC 18.2(a).

MR. REEDER: Counsel, taey be made a

part of the record on that, andlvdefer



examination to another witness atfaer time?
MR. FELL: Yes, that's imt, and we'd
like them all designated proprietary
CHAIRMAN MECHAM: They aand they will be

separated from the rest of the kaothis case.

RENEE L. STACY, CSR, RPR
(801) 328-1188 623
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MR. REEDER: | have noaittjon to them
being marked proprietary, of course.

CHAIRMAN MECHAM: All righ Then we'll
admit them as we've identified thehmat's Cross
Examination Exhibit 8 through 12.

(Whereupon Cross Examaoratxhibits 8, 9,
10, 11 and 12, Proprietary, wereirnesd.)

MR. REEDER: With the stigtion of the
admission of these documents, | me/&urther
guestions of Mr. Richardson.

CHAIRMAN MECHAM: Mr. Mdtieis or Mr.
Dodge?

MR. MATTHEIS: No quest®ryour Honor.

CHAIRMAN MECHAM: Thank yo Mr. Dodge?

(Mr. Richardson back oe $itand.)

CROSS EXAMINATION
BY MR. DODGE:
Q Good morning, Mr. -- gaalfternoon
almost, Mr. Richardson. How are®ou

A Good morning, Mr. Doddgeam well.
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Q Mr. Richardson, some ivmgiors and others
have expressed some concern thatcéotain
extent, ScottishPower is askingaigproval of this
merger without showing before tha fahat it thinks

it can do for the benefit of theegayers in the

RENEE L. STACY, CSR, RPR
(801) 328-1188 624
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long term. Do you recognize thahdsgitimate
concern?

A No, I don't.

Q You've indicated that,iuyu filed a
transition plan, or your witnessasg your
testimony, | believe, and have ancleao analyze
that, it's premature to kind of $peit exactly
what you hope to do, but are youfauotiliar with a
number of other mergers that haveegm, both in
the UK and the U.S. where exactbsthkinds of
plans and proposals have been pexsas part of
the approval process?

A Well, we're talking abdhis merger and

this proposal, and | think as | gaichy summary,

that over a range of commitmentdhexe removed risk

and we've made very clear commitsigntieed which

can be measured in dollars that destnate, we

believe, that we have surpassedtdraard required

here in Utah to approve the merger.

Q Until we actually see thansition plan
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and then the results of what Sdu®ever does in
implementing that, the only thingémms of cost
reductions that the customers caassared of is
the 12 million assured for four yeas that right?

A Yes; that's correct.

RENEE L. STACY, CSR, RPR
(801) 328-1188 625
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Q In other words, there'scommitments
beyond that level, beyond the foeeirg, other than
your commitment that you think yanget more?

A That's true.

Q Do you recognize it aggitimate concern
that those numbers, although bigest of us -- 12
million a year is a lot of moneybut those numbers
compared to the acquisition premhamg paid to
PacifiCorp shareholders and evemtbeey being paid
to lawyers and analysts in the t@atien, that it
doesn't seem like a lot of dollaesguaranteed to

ratepayers?

A 1think you can have alts of ratios.

| think $48 million is a lot of mope 1.7 percent
is a material reduction on ratesl lestand by my
position that we've demonstratey eézarly
benefits in this merger.

Q You also, presumably, gggpe that, to
customers, the 1.7 percent reduaiiar four years,

although perhaps not insignificatgp is a fairly
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small number compared to the tyggsioe increases
they may be facing? It may havenimgt to do with
ScottishPower, I'm not suggestireyttho, but the
kind of price increases that wasifted to

yesterday that may be requested?

RENEE L. STACY, CSR, RPR
(801) 328-1188 626
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A 1think, you know, therea business as
usual dimension. What you haveitbiw the
business as usual is ScottishPongPacifiCorp
arriving with the merger proposaltttyou know,
gives 12 million a year benefit testomers, amongst
other things, and, you know, | womidintain that,
in that context, that's good. Hrinare price or
rate increases around, then thaesdo mitigate,
and we've always said with the mepgiees will be
lower than they would be absenttieeger, and |
think the merger credit in the cahia which Mr.

Dodge puts it, | think the mergezdit demonstrates
very well that prices will be lowtian they would
be absent the merger.

Q Mr. Richardson, if the Gomsion were to
request that you put your best peoplit and come
back as soon as possible with a rdefiaitive
transition plan and what you can aildcommit to
do in terms of cost reductions atieto

efficiencies, is that something 8sbPower would
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A

Q
A
Q

No.
Is there a reason forzhat
It wouldn't work.

And it wouldn't work byaihe?

RENEE L. STACY, CSR, RPR
(801) 328-1188 627
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A The nature of the tramsitplan is a
detailed and full review of the mess. | think
Mr. Wright covered that yesterdag #m sure Mr.
MacRitchie, when you get to him,lwbver it. It
Is highly intrusive. It requires@ong commitment
right through the business to get pian done so
that we can deliver the best busimpessible going
forward. It is simply not possibieour belief,
to deliver a transition plan witlkethecessary rigor
unless you have the ownership. Anduld simply
repeat that | think with what iseady in the
stipulation, you know, we have ssgeal the standard
for public benefit.

The transition plan is stihing -- in our
minds, it's icing on the cake andilt come six
months down the road, and | thinkilt be very
valuable for driving the businessmal business in
the future.

Q Isit your understandihgttUtah Power

suffered the intrusiveness you'kdated with
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Pacific Power at the time of the geeack then
when the applicants brought a faiddyailed
commitment of efficiencies and cgestings they were
willing to stand behind?

A lreally have a very pamderstanding of

RENEE L. STACY, CSR, RPR
(801) 328-1188 628
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that merger and the question woeldnoich better
directed to Mr. O'Brien.

Q Thank you. Do you acddat in the minds
of people who may like you but démow you yet
that the change of control preseatae kind of a
risk to them in terms of uncertagsticontract
negotiation styles and principlafizgd,
et cetera?

A That's a very broad quastil mean, let

me say first of all that the stigida | think

deals with the risks -- the redksiset up by the
Division and others around this neergnd | think
we've dealt with that very effectiveAnd
interesting, just in passing, ibutd return to an
earlier subject, it occurs to md that

stipulation was fully negotiatedeetively by Mr.
Wright, $48 million, and it was saghby him on the
day it was agreed. Mr. Reeder @awias worrying
about authority. You know, we'r@d@n authority.

That was signed and we stood heldestified to
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But to get back to youesion, | think
in terms of real risk, that's beealtwith. |
understand your comment about th@onwn in terms of

having to negotiate with us, but) ¥mow, | hold

RENEE L. STACY, CSR, RPR
(801) 328-1188 629
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very strongly that the people yoll be negotiating
with will be PacifiCorp people thatu know and
probably love. You'll get to lovs,and they will
be working to very clear -- veryaieules, and we
have said to you, you and your egllees outside of
this room, that, you know, we widgotiate
vigorously and in good faith, so yeally are
seeing ghosts, | would suggest.

Q What is the very clearafatules that
will guide those negotiations?

A Well, the same as Paciffc@ould have
clear rules that set boundarieségotiations in
the premium. ScottishPower wilheitadopt those
or modify them as time goes forwafthat would be
normal business.

Q And I guess therein lies tub or the
qguestion. Will they be modified?

A Pardon?

Q Will that set of principléhat guides the

utility currently be changed as sufeof answering
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to a different owner?

A Ithink it would be veryrange if in time

rules weren't adjusted and chan@dwht's quite

normal in business operations.

Q Canyou give us any asstea now in what

RENEE L. STACY, CSR, RPR
(801) 328-1188 630
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manner they will change?

A No, | can't.

Q So there again, custontera,certain
extent, are just asked to take itadth that the
result will be beneficial?

A The position is no diffatel would
suggest, than it is today with R&ofp. Really no
different. They're a bunch of besis people and so
are we, and we're here to do busines

Q Well, I'll give you theg'tough
negotiators, but the question ishai\6 changed?
What is changing? Your answer is gon't know and
there's nothing you can tell ustrighw as to what
will change in terms of the prineiplor the set of
rules, as you referred to them, Wlitguide the
Company's direction under your calfatr

A All I'm suggesting is that normal
business, rules evolve and thatafdting, you
know, will probably naturally happeo it would be

wrong for me to sit here and saymat will ever
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change because | think the reaityou know, that
these processes, these policiehaoge over time,
and that's the thrust of my answer.

Q You do recognize that nalrbusiness

outside of this context doesn'tudel a captive set

RENEE L. STACY, CSR, RPR
(801) 328-1188 631



10

11

12

13

14

15

16

17

18

19

20

of customers that have no choicetddieal with
this particular provider?

A 1think PacifiCorp havegadted
themselves very well in dealing wiltlhse customers
and we would expect to continuedbver to those
customers in the same spirit anehgfth that
PacifiCorp have been.

Q Mr. Reeder asked you astjor or a series
of questions about the acquisiticenpum, and |
won't go back into that, exceptomaept. Will the

ratepayers of PacifiCorp at somepioi the future
run the risk of seeing a claim agskby PacifiCorp
under the control of ScottishPoweat the
acquisition premium, whatever itissa stranded
cost that ought to be recoveredaasqd any
deregulation process?

A | thought we covered thesterday, and my
interpretation of the stipulationa@se 44 | think
it was, demonstrates very clearit,tiiou know,

costs will not increase as a resiulhe merger.
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Q And costs -- and I'm jasking you
because | understand you will beGE®. Costs not

increasing includes any claim foastied cost

recovery?

A That's what Mr. Wright --

RENEE L. STACY, CSR, RPR
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MR. HUNTER: Objectionhdt misstates the

record. He didn't say that thereilddoe no claim

for stranded cost recovery. He slagdacquisition

premium will not be recovered faasided costs.
MR. DODGE: Thank you tbat. And | did

intend that restriction, at leasttfds question,

as it relates to the acquisitiompuren.

Q So Mr. Wright's statememtyour view, is
clear and you stand by it?

A Absolutely.

Q Now, let me ask the questhat Mr.
Hunter objected, because | hadk#tdis Does
ScottishPower believe, in light tsfacquisition
and recognition that industry restining that's
happening in Utah, does it beliha it retains a
claim to stranded cost recovery, tevar may
already -- whatever claim may algeexist in
PacifiCorp?

A 1think you presume thadustry

restructuring is happening in Utakthink all
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that's happening in Utah is quitetaf people are
discussing the implications of aestructuring that
might come forward, and | couldm&gume that
restructuring is going to happettah, so | don't

agree with that point. | reallytltise rest of

RENEE L. STACY, CSR, RPR
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your question.

Q Let's start with Oregonendnl don't think
it's just a discussion. Does SshRower believe,
in the context of the deregulatiegislation in
Oregon, that it retains a claimtrarsded costs?

A 1think, as I've said sealdimes, |
mean, there are rules, and | woulkekg the rules
would allow the ability to claim atrded costs
identified before this Commissior ainwould put
its case and no doubt be challenigeidthe
Commission would come to its decisidVe would put
that case strongly and we would albigl the
decision.

Q The answer is you -- I'at sure |
understood the answer. You're tadtrgy that
ScottishPower or PacifiCorp undestshPower will
not make a claim to stranded costs @sult of its
acquisition in the face of deregola®

A Lots of nots there. | mehlr. -- this is

Mr. O'Brien's business at pres&ihat I'm saying
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is that in normal business undemarules,
PacifiCorp would have a right toirclastranded costs
in the circumstance -- in circumsesithat arise.
That right is not surrendered.

Q You do recognize that datation is or is

RENEE L. STACY, CSR, RPR
(801) 328-1188 634
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becoming a reality in most of thesteen states in
the United States?

A 1think deregulation islpagenda. It
might be a bit strong to say realityhink
there's a lot of work to be donassure this
Commission and a lot of other playbiat
deregulation should happen. | thimdre precisely
it's not one hat fits all. | thirflkyou are going
to have it, it's going to be spetmalUtah,
special for Oregon, whatever it is.

Q Inyour stipulation -- excuse me, the
letter that you sent to Mr. Windeaittyou
introduced this morning, you refaea high
level -- senior level ScottishPowrecutive that
will be officed in Utah. Help mederstand. Will
that person be an officer of Pa@fii?

A Yes, he will.

Q As well as an officer afo®ishPower?

A We have to swing on yosfigition of

ScottishPower, but yes, he would-lvee have not
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actually named this person in Bnitget, SO
principally, yes.

Q Yeah. Help me with thergyy What entity
will this individual be an officef m addition to

PacifiCorp?

RENEE L. STACY, CSR, RPR
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A Both PacifiCorp and ScsttfPower. The
gentleman is versed, similar setyas myself.

Q And he's not been named,say, so you
can't tell us who this individuaPis

A No, he has not been named.

Q Maybe my question was aacl Will he be
an officer of New ScottishPower Plo€whatever
entity is at the top of the chaiwall he be of the
holding Company or the Nevada pastme or which
entity?

A You presume that we've kearthose things
out. | have to talk about ScottieWer at present
and that is my discussion. We'tealty not
determined the structure for ScoR®wer going
forward.

MR. FELL: If it helps,dhetter says
that ScottishPower will relocateexecutive. It
doesn't make any representatiorrdeygathe
person's position with the old Ssb®ower or the

holding company. It talks about plosition with
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PacifiCorp.

Q (BY MR. DODGE) Maybe Isanderstood the
letter. | had understood that heilv@ontinue --
he or she would continue to be ateatve of

ScottishPower. Is that inaccurate?

RENEE L. STACY, CSR, RPR
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A Well, I'm an executive WicottishPower,
been here for eight months.

Q Will you be after the mexrg

A Yes.

Q And you will be an officefr a
ScottishPower named entity as wethe CEO of
PacifiCorp; is that right?

MR. FELL: For clarificat -- there may
be some confusion here. | thinkwioed "officer”
is used differently in the UK.

MR. DODGE: | apologize that. Maybe |
didn't understand.

THE WITNESS: Yeah. And always struggle
with the level. What | mean is llie -- | am an
executive director of ScottishPogerup, so in that
context, I will remain an officer 8tottishPower as
well as CEO of PacifiCorp. | metmat's a good
thing, to keep up the ability toaleacross and
influence properly, which is whauyeould want, |

think. The gentleman who will bergng to Utah, to
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Salt Lake City to live is preserdlgenior managing
director of ScottishPower and hé reilocate here
and his sole job will be in Utah aegdresenting
PacifiCorp in the way | describedhe letter. It

will be a single task, so his higtof as -- what

RENEE L. STACY, CSR, RPR
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he does next in relation to Scotlawdild be very
light indeed, in my mind.
Q And will that be part bettransition

plan to define his precise rolewdl that not be

covered in that document or in fflahning process?

A No. Itwouldn't, but litik the letter,
if you read the letter, the firsiotar three
paragraphs, | think, begin to sdtreally very
well just what his role is.

Q And so I understand, thdtvidual will
not have a role in approving or rraeending, for
example, contract negotiations ot
extensions?

A No, that would not be tzse.

Q That will -- you indicatduhat will
continue to go through PacifiCorpaxives.

MR. FELL: Excuse me.idmt understand

how the question and answer relatazich other.
Could we go through that one again?

MR. DODGE: Sure.
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Q The individual you've -ely that you
haven't identified but you've sail lecate --
relocate in Utah, will that indivaihave any role
in the negotiation or approval,atywill, of

contract negotiations with Utah oase¢rs?

RENEE L. STACY, CSR, RPR
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A Well, that's a differentegption now that
has been reposed, but basicallgxeeutive would
facilitate -- help facilitate goodgotiations with
customers in Utah.

Q But will not be a parttbé approval
chain?

A In the letter it says hi#l wave brought
influence, which means he will béeab speak with
Mr. O'Brien and myself and put hastcular Utah
view, if that is necessary, aboetsbrt of deal
we're arriving at, but the executive would be
through Mr. O'Brien.

Q And subject to whatevemnal business
reporting requirements and board@ggs may be
required of ScottishPower, it wdl ou and Mr.
O'Brien that will be the chief extees, | guess,
ultimately approving contracts abaweertain
level? Did | understand your testimy correctly?

A That's correct.

Q Would ScottishPower objéthtis
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Commission were to decide, as pats@pproval
process, that special contract ensts required
some kind of protection in the foofrextended
contracts through the rates thrahghperiod of the

rate commitment for the tariff cunters or the rate

RENEE L. STACY, CSR, RPR
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credit period for tariff customers?

A lunderstood the questiotil you added
the last bit. Could you just askgain?

Q Would ScottishPower objéthis
Commission were to decide that,a$ @f its
approval, it would require the exien of current
contracts with Utah customers thtotige end of the
rate credit period, which is 2003?

A 1would guess we wouldhihk the issue
is that there is normal businesscivimeeds to
continue, and special contracts haseve saw |
think very clearly yesterday, a whnge of
implications that extend beyond thierger, and |
don't believe you could simply rolea special
contract extension into this memggproval without
causing a whole lot of other questith be answered
by that. | think the position isitlthe special
contracts exist. ScottishPowemdar
ScottishPower's control, those @t would be

honored, and we've said that sevenals and we
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mean it, and when the time comeségotiation, and
| have suggested, Mr. Dodge, thait timing is at
your call, that when the time corfeaegotiation,
PacifiCorp, ScottishPower run it,linegorously

participate in those negotiatioAsid indeed if |

RENEE L. STACY, CSR, RPR
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could just add that when we laskepd you needed
ScottishPower to join you at thdediefore the
merger, then I've spoken with MB@n and he's
happy to allow our people at thateaf that helps
your process.

Q A similar question. WoBdottishPower
object if this Commission were tatstthat, subject
to ultimate Commission approval, emdhatever, |
guess, terms and conditions it dekappropriate,
that the same approach to analyaimbapproving
special contracts as has existéddampast would be

utilized, at least through that pdrby Pacific or
under ScottishPower? Would you citje that?

A It's simple to say, budam, | think
yesterday | think we heard that¢heas a task
force. We heard that there are aflo
considerations around it, and Ikhfnt was a
simple discussion between you aitdiay be
possible, but | think that there atfeer factors

that quite honestly are much moréhéncontrol of
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the Commission and the concern periofthe
Commission, so | don't think we cbgét to a
position that puts such definitionreegotiations.

| would think the principle is thahat you want to

know is you've got a business acttosgable from

RENEE L. STACY, CSR, RPR
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you that is genuinely prepared tgatiate,
genuinely prepared to deliver thstip@ssible
contracts, and the spirit of thesgatiations has
pretty broad implications. We'reywaware of them.
Q And, again, not meaninguggest anything
but bona fides on your side, youetmgnize that,
unlike normal business negotiatidghere may not be
a lot of options to go talk to astpoint, a lot
of options for most customers tdak to?
A Yeah, but that's the natof the
business, and | think -- as | saidier, | think
PacifiCorp have acquitted themselrerg well in
these negotiations. | think theyéhtaken the
broad view and they've helped tadgpabout some
very valuable special contractsatMituation did
not change with ScottishPower.
Q The first part of my earlquestion that
said subject to Commission contral approval was
intended to encompass whateverasleforce may

recommend, whatever the Commissiay do as a result
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of that, et cetera, so subject tm@uassion --
ultimate Commission approval, oremahatever
conditions it deems appropriatepimeé understand
what barriers there are to your a@igiggto use the

same concept and approach to cdantegotiations as

RENEE L. STACY, CSR, RPR
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historically been used.
A Well, | mean, basicallywbould just find
it very strange for a regulatory Goission to impose
methods and styles and vigor of tiajons as part
of a merger condition. You know,weesaid, and
we've said it many, many times, thatwill
negotiate vigorously in good faglkgo, the
objectives around it, and we willthat. And |
just think if you start trying to ke that down,
you will probably destroy more oluympportunities
than you create, to be honest.
MR. DODGE: | have no het questions.
Thank you.
CHAIRMAN MECHAM: Thank yo Mr. Dodge.
Anything further from the lawyers fdr. Richardson.
MR. TINGEY: | have a few.
CHAIRMAN MECHAM: Okay. @&ahead.
CROSS EXAMINATION
BY MR. TINGEY:

Q Good afternoon.
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Good afternoon.
Very few.
It's almost lunch.

Yes. | can feel that.

| think you just hit thettbom of the
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list. You talk about the task fotbat's out there
for special contracts and you futiend to comply
with whatever comes out of that teske from this
Commission?

A Absolutely.

Q Okay. There were disaussiabout the
Company attitude toward restructgiiamd Mr. Reeder
requesting commitments to be afohefront and
those sorts of things. And soiké ko have a
short conversation about priorihese. What is
the first priority of you and the i@pany right now?

A Thatis very clear. Timstfpriority is
obviously to assume control and thetrabout
transforming PacifiCorp and its &rig operations.
That is my job and basically if keflecting far
from that, then I'm missing my pitr

Q Short term, it would beating a
transition plan and implementing ghlan?

A Yeah. And that will takdew years to

implement.
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Q And | believe the term bagn used as

focusing on the core business?
A It has, yes.
Q And that is top of the?is

A Absolutely.
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Q Under the regulatory scheas it now
exists or as it may change, whatéus®?

A Yes. Absolutely, yes.

Q [I'll just ask a generadyeane that Mr.
Dodge got part of. Mr. Wright, oxgecouple of
days, made a number of clarificatiand statements
and representations and whatnotj@stds a
general matter, do you, as the GGk up what he
said the last few days?

A Yeah. |think | was inrdger of losing my
job to Mr. Wright at some point. Bietually set out
our position very clearly and | judndorse all
that he said.

Q Thanks. One of the disauss was about
spinoff and spin-down and terms tikat. Do you
know the difference between those teyms, and if
you do, can you educate me?

A | think we should ceasenfrusing the
second one in the event that it iiogltome part of

our language. | think | understedtat Mr. Reeder
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was referring to. One is aboutiisgland the other
is about setting it in a differetdge in the
structure of the business.

Q And in either event, yooul need to come

get approval and go through the leggty process?

RENEE L. STACY, CSR, RPR
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A | thought the stipulatiaas very clear
about what ScottishPower would niedo in the
event that it wanted to move theitesses around in

the way that was suggested.

Q Mr. Wright also -- | careimember who
asked the question, but probablyRé&reder. Odds
would be.

MR. REEDER: Stipulated.
MR. TINGEY: Yeah.

Q About the possible badkldsat may occur
if an application requesting a iatzease of $100
million were filed on the heels bistmerger,
would you comment on that and thessiity toward
that?

A 1think there has to beedement of
business -- not an element. Theregguirement
that business continues as usuad.always
requested fairness in the way thatgsses are
dealt with and | have to say thainy experience

here, it certainly has been deliger&he treatment
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has been fair. | think as a moecH point,
PacifiCorp might talk about 100 o, but | guess
there are others in the room whaehgot different
ideas, and the Commission will &t its finding

for what the increase can be andlghoe, and at
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that time we will handle that prafesally, | would
hope, together as part of normairass.

Q And you understand that¢hmay very well
be PR problems with such a coursactbn?

A 1think you have to seintthe context
of clearly the -- any price rise Wbbe -- will be
moderated by ScottishPower's presemthe tune of
$12 million a year and not to mentibe significant
other benefits that are brought bgtsshPower to
this merger at this time, so | thih&re is a good
story of saying, well, there is &@rincrease, but
there are a lot of good things happearound
this.

Q I'd like to have a conati@n about your
statement there. You're experiemcedgulation
and competition and otherwise, bat's probably
for another day. We'll have thaather day.

A Could I make a point?

Q Sure.

A If you look at what wertkiis the bastion
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of free enterprise, which is the tlon Stock

Exchange, it is perhaps the mosiledgd entity
that exists.

MR. TINGEY: Okay. | hamething
further.
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CHAIRMAN MECHAM: Okay. hank you. Mr.
Farr?
CROSS EXAMINATION

BY MR. FARR:

Q Ihave just a couple quickes. Good
afternoon. In prefiled direct tesbny, the
Department of Community and Econobewelopment
raised some concerns that they densd to be key
potential detriments to the mergdaw, it's my
understanding that the letter tloatwe introduced
this morning as Exhibit SP 1R.1 wth Winder was
intended to address those concerns.

A That's correct.

Q Is that your understan@ingnd to turn
them to a net positive benefit?

A That's right.

Q And to satisfy the depamit's concerns?

A Yes.

Q And that the departmers llcommended

approval as it relates to the isshaswere raised
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in that prefiled testimony?

A That's correct.

MR. FARR: That's all ttpgestions |

have. Thank you.

CHAIRMAN MECHAM: Thank yo Mr. Sandack,
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do you have anything?
MR. SANDACK: Please.
CROSS EXAMINATION
BY MR. SANDACK:

Q Sir, you've committed toexecutive and
your statement is that it will prdgia strong
ScottishPower presence in Utah.

A That's correct.

Q You've made no commitmemtards that
presence in Utah in terms of numbéemployees,
though, have you?

A No, I have not.

Q And, in fact, geographesiot really
concern you in terms of where anémémployees
perform services on behalf of thitytis that
correct?

A | don't agree with youasitsiment at all.

Q Was it your -- did you modke a statement
that geography wouldn't play a foléhose

decisions in how to manage the Caypa



A 1think in a place likedbt, geography is
an important consideration of sex\pcovision.

Q Do you have -- have youdemany commitment
to establishing a stronger Utah gmes through

other staff beyond the senior citizeThe senior
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executive. Excuse me. It may Beror citizen --
A s that on the record?

Q Strike it, ifitis. Weleve in

promoting work for older people. tBou have made

no commitment to actual jobs in (tah

A No, we haven't.

Q And you do recognize, thlouthat
PacifiCorp has substantially cuttduek and file
workforce in production, operati@rsl supply; is
that correct?

A Yes, we do.

Q Was it your statement tbetthat to the
bare bones?

A ldon't think so. | rgalouldn't know.

Q If lunderstand the destieh) so to speak,
you're paying a substantial premiarthe
shareholders, the ratepayers atmget credit,
you're going to cut costs and impregrvice. Is
this all going to come on the baskemployees in

loss of jobs?
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A Well, I wouldn't put it fi@ the way you
put it, Mr. Sandack, but what wesegd -- we've
been real up front and clear with shaff, and I've
met a lot of the staff here in Utdlvery close

range, and it's pretty sure thatethvall be job
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reductions. What we said is we walo that in a
very clear way. No surprises. e tas ever left
ScottishPower in a forced way. dtldeen
voluntary, and that is what we exge@chieve in
Utah and indeed all of the servereitories. And

| think we need to keep in mind tbeus on what
we're trying to do with the businessd the vast,
vast majority of people will remamthe business.
And we're talking about training $kqeople and
getting those people to enjoy allefsuccess in
their individual operation as wedltaeir combined
operation, which | think is veryyy@mportant
going forward. We really want tiv their heads,
lift the performance. The peopleowtill leave will
be dealt with in a very caring way.

Q Would we anticipate thaipdoyees will
work on behalf of the new companismmle of the
United States?

A That is not my anticipatio

Q We wouldn't have an actimgnor payroll
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department moving to Glasgow or dhing of that

nature?

A Again, that's not my argation.

Q Have you actually conddaeeview of the

potential amount of job loss of @@mpany?

RENEE L. STACY, CSR, RPR
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A No, we have not. And thsatruly an
honest answer. We have not. Weoree very high
level benchmarking, which Mr. MacfRie will testify
to. Quite honestly, it would be ainfat this range
to talk about job reductions thatplenned because
we simply haven't done the work, drat work needs
to be done in order to do that, knaw, properly
and, as | said, in a caring wayo@e need to know
that the work has been properly deitke a good
focus and a proper agenda thatasitatielivering a
better business.

Q But there's no questiogaar mind that
there will be job losses?

A There's no question inmyd. | don't
know where those job losses willurcc

Q Are you aware that Utalpkayees since the
last merger, 1988 -- the proportiwat we had cut
more across the PacifiCorp territbign other
employees?

A I've heard that, yes.
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Q s it fair to say that th@ly commitment

you've made to the employees intangible nature

is the training you plan to offeeth?

A 1think it's much more ththat, in

truth. There is certainly the leaga Embracing
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the lifelong learning is really whewxe start in

most of this, because if we getfstab the mode

of learning and realizing their midual

capabilities, then that can be usedkeliver much
higher performance from them asviaials and the
business as a whole, and that reatlye heart of
where, you know, the success oftiiy will come
from. So learning is right thefEraining. You

quite rightly expressed educatiart,ddso
investments around them to make thkl® to do the
job well, you know, whether it be@mputer system
in a coal center or the necessanig tof trucks in

the geography that you talk abou know, there's
a whole range of investments th#itlvei directed at
the employees from which they wéhbefit.

If you look at our staifBritain, if |

might speak for them, my beliefheyt thoroughly
enjoy their jobs. They are well gogied in their
jobs and they enjoy the successlilagg in their

jobs at all levels.
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Q Those types of trainingéfés would not

apply to employees of subcontraabdthe Company,

would they?

A Not normally, although teenay be

circumstances where it may extend.
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Q Isityour intend to inase the amount of
subcontracting in order to cut bankcosts and
eliminate benefits to your existingrkforce?

A Well, no. You presumehatis not our
intent. Our intent --

Q Ildon't presume that. $imply asking
that. I'm certainly concerned abibat.

A lunderstand. Our conderto run an
effective business. | mean, it seéome if you're
using contractors, it's another espe | mean, it
would be pretty clear what you'rdigg for that.

Q That's certainly a todtthiou've
employed in Manweb to a great degjree
A To some degree. |thiokiyweed some
balance of contractors, becauser ladvoes are what
labor forces are, and you need @ laebalance. As
a businessman, | would look for thaut I'll tell
you --

Q I'm not sure | understardht you mean

labor forces are what they are &edoalance. Can
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you explain that?

A You need to make sure ¥oat don't have a
source of -- a single source of syfip anything
in business, you know, so havingi@mtors around

in the business is. Healthy, butldd go on to
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say --

Q Sure.

A Well, what | really warst that the
PacifiCorp staff -- and I've mebadf them. |
really want them to be the best @motors. | want
them, you know, to set the standardkset the
pace. There should be no reasemialoy
subcontractors to do other work, knaw, so my
focus -- our focus will be, you knaw train the
staff, to motivate the staff, toedir the staff to
perform to very, very high standard®u know,
that's my goal and that's -- | thin&t's a very
secure goal for the staff to shaite me. It's
certainly the way we go about owsibess in

Britain.

Q I guess in Britain thedabicture is
entirely different than in the st&atéo you employ
a temporary workforce in your owniliies at

Manweb?

A We have a certain numbat,we wanted to
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look carefully. That's another exgeethat could

easily grow.

Q A part-time workforce?

A ldon't know. | mean wouldn't say --

yeah, I'm sure we do employ a cenpairt-time

RENEE L. STACY, CSR, RPR
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workforce in terms of office cleagiand things like
that. | think my broad responséhtase couple of
questions is that, you know, we h@vein an
economic business and you havediokjmow what the
economic solutions are, and if y@a'ot adopting
them, you have to know why you'ré aaopting them,
and | would suggest good reasonghfatr

MR. SANDACK: Okay. Thawg&u, sir.

CHAIRMAN MECHAM: Mr. FaPr

MR. FARR: | have just anere question.

CROSS EXAMINATION (Contied)

BY MR. FARR:

Q In Mr. Sandack's origigakstion to you
about no regard for geography ne¢ato employees,
you seem to strongly disagree witt.t Can you
just explain your disagreement?

A Yeah. | mean, | genemlilzut | think 80
percent of PacifiCorp's customerdtah are on the
Wasatch Front, in other words, hyghtbanized, but

20 percent of them are in rural camities. There
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is a disparity of geography therd e must, in
planning the business for servigelg and this is
part of the total package that weffering, in
order to achieve, for example, 8@ @et of

customers restored within three Bowe need to
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make sure what we're able to resima customers
as well as urban customers. Thega'so be a
balance in that. So to proceed igigothe
geography would really put me initde trouble, |
suggest, with customers and wite @ommission, so
we're not going to ignore the gepbseexists.
PacifiCorp serves it and we wargdove it better.
Q And you have a commitntendo that at the
lowest possible level, | think yoemtioned in
earlier testimony.
A Yes.
MR. FARR: Thank you.
COMMISSIONER WHITE: Wijbu be working
with PacifiCorp in preparing theierger -- I'm
sorry -- their rate case applica®ion
THE WITNESS: Certainlytmo detall,
no. For example, Wyoming was figeal we had
negligible input there.
COMMISSIONER WHITE: Whatyour

understanding of what the Commissiaathority
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might be if, upon viewing your dé&diplan of
merger, we feel that it violates soronditions or
is in some way not in the best iedés of Utah
customers?

THE WITNESS: This isfigj the --

RENEE L. STACY, CSR, RPR
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COMMISSIONER WHITE: Yodetailed plan of
merger six months after the --

THE WITNESS: Transitiolaup.

COMMISSIONER WHITE: I'nosy. Transition
plan.

THE WITNESS: Well, | walNvant to be
pretty sure that we didn't proposglaing that you
couldn't agree with. | mean, | wbghy that -- |
said that we will play by the rubasd | think the
rules are very clear. And, rememaéethat stage
we will be fully married to PacifiGpso we will be
right on the inside and we will gatellent
guidance from PacifiCorp's legahtest that point,
and our intention is to file thersdion plan the
Company delivered, not to file anrigion plan that
gives you indigestion.

COMMISSIONER WHITE: Appiate that. You
mentioned that Mr. Morris was aldenegotiate and
sign the conditions.

THE WITNESS: Mr. Wright.



COMMISSIONER WHITE: I'norsy. Mr.
Wright.

THE WITNESS: W-R-I-G-H-T.

COMMISSIONER WHITE: YeBy himself

without consulting. I'm dying tckagu what the
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limits of his dollar authority -- Wwamuch did we
leave on the table, but maybe tmattghe right
question to ask.
THE WITNESS: The answeprobably
less -- that he was allowed less the
negotiated. No. I think it demaagts the point
he had a clear negotiating planeegwith me and
others, and I think that was welia&ed, you
know, between the Commission, thadibn and the
Committee.
COMMISSIONER WHITE: Thank
COMMISSIONER JONES: MicRardson, |
assume that the decision to acdqra@fiCorp is

based on the fact that you felt thate was

under-performance by the CompanythedCompany had

some great room for improvement daseboth the
stock value and their earningsudss my question

is: Have you -- and I'm sure yoolably have some

idea. Where is the improvement pexdormance going

to come from? Is it the regulatel® ©r is it the
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unregulated side, and if it's thgutated side,

which states is that performanceg®o come from?
THE WITNESS: Well, Pa€iéirp are a good

part -- they're actually a very gooaltch for

ScottishPower. That's the importhimtg. They
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look very like us in their rangerefulated
businesses. The financial perforreasffers has
room for improvement and high leae&lysis, which
Mr. MacRitchie will show more detait, encourages
us to believe that we can deliveprioved
performance, broadly improve perfante, not just
financial from the business. Andibally my
understanding is that opportunif@@amprovement

Is just right across the PacifiCbysiness in all
states, in all divisions, althoughkduld say that

the power supply business, the patations do
operate at a very good standarterlt.S. league,
and | think that's important. Baslzally the

answer is the transition plan vtk very broadly

at corporate divisions, individugkoations, you
know, what we can do to improvelihsiness, not
just the money, the customer semperdormance, the
community commitments, the wholegenf other
things.

COMMISSIONER JONES: Hawea identified
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any operations that will be sold?off

THE WITNESS: No. We\amdsmany, many
times we're not here to sell thepproes. We're
here really -- we've invested imthend we want

those properties to work really wetl shareholders

RENEE L. STACY, CSR, RPR
(801) 328-1188 660



10

11

12

13

14

15

16

17

18

19

20

and for customers.

COMMISSIONER JONES: Whabut Australia?

THE WITNESS: Australiasigll within the
ownership and the present planst avil remain
there.

COMMISSIONER JONES: | gad have to wait
for the transition plan.

THE WITNESS: Yes.

COMMISSIONER JONES: Te sehat it's all
about. Thank you.

CHAIRMAN MECHAM: Is themny redirect for
Mr. Richardson?

MR. FELL: Just one questi

REDIRECT EXAMINATION

BY MR. FELL:

Q Mr. Richardson, have yosoottishPower
developed a position on either wlaetr on how
restructuring should occur in theesiof Utah?

A No, we most certainly hanat.

MR. TINGEY: Thank you.oNurther
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guestions.

CHAIRMAN MECHAM: Allrigh Let's take a

lunch recess and return at 2:15.

MR. FELL: Is Mr. Richarmdsexcused from

the witness stand now? He will stéti us.

RENEE L. STACY, CSR, RPR

(801) 328-1188

661



10

11

12

13

14

15

16

17

18

19

20

CHAIRMAN MECHAM: Yes.

(Recess, 12:49 p.m.)
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