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Scottish Power plc (“ScottishPower”) and PacifiC{gmgether, “Applicants”),
respectively submit this Post-Hearing Brief purguarthe schedule established by the Public

Service Commission of Utah (“Commission”) in thiscttet.

INTRODUCTION

The record in this case establishes that the Agipdic of PacifiCorp and Scottish Power
plc for an Order Approving the Issuance of Paciffc6@ommon Stock (“Application”), pursuant
to Utah Code Ann. § 54-4-31 will be in the pubhterest and should be approved by the
Commission. Through four separate stipulations wérious parties, and a letter agreement
with two parties, Applicants have made substactahmitments for the benefit of PacifiCorp’s
customers and employees in Utah, including a fe@arynerger credit totaling $48 million, new
cost-savings initiatives, system performance arslorner service improvements, low-income
assistance, charitable contributions, communityatives, commitments to employees,
commitments to Utah, increased investments in rab&wesources, conservation, and other
environmental commitments. ScottishPower will nteim Utah Power & Light Division
headquarters in Utah and will relocate a seniocetee to take up residence in Utah with broad
influence over the utility’s operation in Utah inding involvement in economic development
and corporate citizenship activities. The myridteoms and conditions set forth in the
stipulations ensure that Applicants will deliveesle benefits and that customers will be
benefitted, not harmed, by the transaction.

The Application in this case was filed on Decentier1998. Seven months and four

Stipulations and a letter agreement later, the aaliwe opponents to the Application are: the
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Utah Industrial Energy Consumers (“UIEC”), the Lax@ustomer Group and Nucor Steel
(collectively “Industrial Customers”). The IndusirCustomers failed to raise any issues that are
sufficient to justify the Commission's rejectingetApplication or imposing any conditions
beyond those already agreed to by the Applicants.

In addition, the Utah League of Cities and Townségue”) asked that certain
conditions be required of the Applicants in conimctvith approval of the merger and
Magnesium Corporation of America (“Magcorp”) reqieesthat as a condition of the merger that
it be decertified from the ScottishPower/PacifiCegpvice area upon the termination of its
special contract.

For all the reasons stated below, Applicants refydcrequest that the Commission

approve the Application with the conditions agrézdy the Applicants.

ARGUMENT
STANDARD FOR APPROVAL OF THE APPLICATION
The Commission’s task in this proceeding is to metee whether the
ScottishPower/PacifiCorp transaction is in “the lpuinterest” pursuant to Utah Code Ann.
§ 54-4-31. The Commission has previously integatehis statutory language to mean that a
transaction must meet a net “positive benefit” dtad for the Commission to approve it. See

CP National Corp.Case No. 80-023-01, Utah Power & Light Co./Pé&fip, Case

No. 87-035-27. Applicants believe the statute eatyires a “no harm” standard. However, the

DPU, the CCS and the Applicants all agree thatthéence shows that the Applicants meet the
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higher net benefit standards and that the ScottsieRPacifiCorp transaction is in the public
interest.
. NET BENEFITS WILL RESULT FROM THE TRANSACTION
Based upon the range of commitments Applicants haage in the four stipulations and
the letter agreement reached in this proceeding aibundantly clear that net benefits for
PacifiCorp's Utah customers will result from apg@boof this transaction. These benefits are
categorized and discussed below.
A. Merger Credit
The Division of Public Utilities (“DPU”), the Comrttee of Consumer Services
(“CCS"), ScottishPower and PacifiCorp, entered mtstipulation dated July 28, 1999,
Joint Exhibit No. 1 (the "Stipulation”). Conditi@t8 of the Stipulation sets forth
Applicants' commitment to provide a merger crealitistomers for a four-year period,
from 2000 through 2003. The merger credit consis®&l2 million per year for four
years. Applicants have the ability to offset tiedit for the third and the fourth years by
filing a rate case to the extent that this filiefjects merger-related cost savings. Even if
Applicants offset the merger credit with cost sggim the third or fourth year, those
savings will be reflected in customer rates andefoee would be lower than they would
have been absent the merger. (Hearing TranstTipt)869.) The $48 million merger

credit is therefore guaranteed to the Utah taaiiépayers for the entire four-year period.
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B. Ability to Pass Additional Cost Savings Through ¢ Customers

Based upon its track record of transforming utiigmpanies in the U.K.,
ScottishPower will achieve cost savings in the apens of PacifiCorp beyond that
which PacifiCorp could achieve on a standalonesbha@P Exhibit 4, pages 4-6, Tr. 869-
870.) ScottishPower's intention to achieve cogingg in PacifiCorp is a direct benefit of
the merger, because PacifiCorp has no specifisft@aachieve any additional cost
savings. (PacifiCorp Exhibit 1R, page 4, Tr. 672.)

Cost savings will be identified in the transitiolamp which the Applicants will file
with the Commission six months after closing of ttensaction which will enable the
Commission to clearly see what cost saving initegiwill be implemented by
ScottishPower as a result of this merger. (StipariaCondition 13.) In addition, to
ensure that the increased potential for cost savisg concrete merger benefit,
Applicants agreed to Condition 43 of the Stipulatithe merger credit is therefore
essentially a down-payment on expected merger gavin
C. Improvements in Network Performance and CustomeService

1. Network Performance

The Applicants have voluntarily committed to pravitthe most
comprehensive set of performance standards andmeasguarantees for any U.S.
electric utility. (SP Exhibit 2, page 19, Tr. 1483

System performance will be improved by reducingSlgstem Average
Interruption Duration Index (“SAIDI”) in Utah by 20 by 2005, reducing the

System Average Interruption Frequency Index (“SAIi Utah by 10% by 2005
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and reducing the Momentary Average Interruptiorgieancy Index (“MAIFI”) in
Utah by 5% over the same time period. AdditionaHgcifiCorp will identify the
five worst performing circuits in Utah in each yeand will take corrective
measures within two years of identification of th@scuits to make a 20%
improvement in each such circuit. For power ousdgecause of a fault or
damage on PacifiCorp’s system, Applicants will oestsupplies on average to
80% of customers within three hours. (SP Exhibp&yes 3-4, Joint Exhibit
Attachment No. 1.)

The evidence also shows that ScottishPower witipnmportant
experience to its effort to increase service gualitd system performance and
achieve these standards. In the U.K., ScottishPbagachieved high levels of
customer satisfaction at Manweb and Southern Warterhas dramatically
improved the quality of service and system perfaroean those companies,
following their acquisition by ScottishPower. (&Rhibit 2, pages 17-19.)

While the value of increases in service qualitglificult to identify in
dollars, their value is nevertheless substanalottishPower has estimated that
these planned improvements will have a dollar valugpproximately $61
million annually and up to $600 million on a neégent value basis. (SP Exhibit
1S, page 5.) This value is underpinned by otheafiss which range from $31
million to $61 million, with the lower value excliudy large customers within the
study base. (SP Exhibit 3R.2, Tr. 821.) We expiah benefits will

approximate $20 million per year. (Tr. 1483.) DRithess, Robert Maloney,
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stated that the $60 million benefit from improvemehsystem performance was
understated and the value did not account for skrgreconomic impacts or
customers of companies affected by power outaljeseover, this calculation
covered the three network performance standard)IS8AIFI and MAIFI, and
did not account for the additional benefits asdedavith the entire package of
performance standards and customer guarantees148%-1456.)

ScottishPower has committed that in the eventittalls to meet its
targets for increasing performance on the netwotdtah, it will pay $1 for each
of its customers in Utah. These funds would bernetd to the community as
determined by the Commission. (SP Exhibit 2, gageThis is a commitment
that is without precedent in Utah.
2. Customer Service

ScottishPower witness Bob Moir discussed in d&edttishPower’s plans
for improving and focusing upon customer servieP Exhibit 2, pages 3-5.)
ScottishPower will focus its efforts on a numbeadfas that have been
demonstrated to be of particular concern to conssina@d will increase its
quality of service in each of those areas and hedereight guaranteed
commitments to customers in this regard. Scotogre? will reduce the time to
answer telephone calls to PacifiCorp’s businessecgnand will shorten the time
necessary to resolve customer complaints receivedgh the Commission.
ScottishPower will make guarantees to individuatomers regarding restoration

of power supply, kept appointments, service itediah, response to bill
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inquiries, clarification of planned interruptionscahandling of power quality
complaints. Guarantees will also be extended degguestimates for installations
of new service. As to each of these guaranteastiStPower will make
payments of $50 or $100, depending upon whethecubtomer is residential or
commercial, directly to individual customers fockdailure to meet these
guarantees. (SP Exhibit 2, pages 14-15.)

ScottishPower’s willingness to voluntarily make mardees backed by
payments to individual customers in the event béifa of the company to meet
those guarantees gives unique evidence of thegst@mmitment of
ScottishPower to the customers it serves.

It is noteworthy that, in contrast to the detaitedl comprehensive
commitment made by ScottishPower to improvementsigitomer service and
system performance, PacifiCorp has no plan for anv@ments to be undertaken
on its own. (PacifiCorp Exhibit 1, pages 7-9 amdiRCorp Exhibit 1R, page 5.)
Without evidence of such plans, the value of SsbRbwer’'s commitment cannot
fairly be diminished on speculation that PacifiCarght have achieved some of
the same improvements on its own. Also, Scottigld?@ experience means
greater deliverability.

Improvements in customer service to which Scotwst#t has committed
have real value to customers, and should be gigasiderable weight by this

Commission in its decision whether to approve tloppsed merger. Such
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improvements clearly increase the adequacy andiezifty of the utility service
and benefit the comfort and convenience of the @ws customers.

ScottishPower estimates that it will spend appratety $55 million
during the five year implementation for its propdservice standards package.
ScottishPower has committed that the $55 millioregiment in improvements to
customer service and system performance will caora the redirection of
existing budgets and savings in other areas swathhbre will be no new
incremental cost to ratepayers for the prograni® EShibit 1S, page 8.) In any
event, these costs will not be passed on to ragepanless the Commission
determines in a rate proceeding that they have pegtently incurred. (Tr. 864.)
Commitments to Communities
1. Low-Income Customers

ScottishPower has made a number of commitmentseetodmmunities
that PacifiCorp serves, which Applicants believé deliver merger benefits to
PacifiCorp's Utah customers. A number of theselimen memorialized in the
Stipulation and Settlement of Issues Related to-lmwme Customers (“Low-
Income Stipulation”). (SP Exhibit No. 8.)

The Low-Income Stipulation was entered into by SsoPower,
PacifiCorp, the Salt Lake Community Action Progrand the Crossroads Urban
Center. In the Low-Income Stipulation, Applicahtsse agreed to support the
implementation of a lifeline rate in the Utah juliigion to be funded by

ratepayers and to support extension of the lifalate in Utah to provide
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additional discounts to the disabled and otherenalble customers.
PacifiCorp/ScottishPower are committed to workirithwhe appropriate partners
(as ScottishPower has successfully done in the)Wokidentify innovative, cost-
effective programs that provide sustained benefibw-income customers
through decreasing energy usage and improving &hdity to pay current and
past electric bills. The Applicants also committedund low-income initiatives
in Utah, with shareholder funds, for three yeara vel of $300,000 over and
above what was spent by PacifiCorp on similar mogy in the State of Utah in
1998. The parties to the Low-Income Stipulatioread that its provisions are in
the public interest and beneficial to PacifiCokgtah customers. (Low Income
Stipulation, page 1, SP Exhibit 8.)
2. Charitable Contributions

ScottishPower has also made a commitment to coméri®s million,
funded by shareholders, to the PacifiCorp Foundatmon completion of the
transaction. In addition, ScottishPower will maintthe existing level of
PacifiCorp's other community-related contributiobsth in terms of monetary
and in-kind contributions. (SP Exhibit 1, page lirigs 19-23.)
3. Commitments to Employees

ScottishPower has committed to honor PacifiCorg'stiag labor
agreements. (SP Exhibit 1, page 16, lines 13-$@gttishPower will promote
and support access to life-long learning for itpkayees through its Open

Learning network, similar to its U.K. programs, dras committed to develop
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high quality training facilities for PacifiCorp'srployees, and will locate one of
those facilities in Utah. (SP Exhibit 6, pageide$ 12-18.) ScottishPower will
also develop other training and educational oppatias for employees and,
ultimately, their families and communities. (SPhibit 6, page 4, lines 19-26.)
The Applicants have also agreed to comply withpteisions of the Merger
Agreement in respect of employee benefit plansin{Exhibit No. 1, Condition
42.)
4. Community Learning

ScottishPower has made additional commitments lteestedongoing
educational and training opportunities to the comities PacifiCorp serves.
ScottishPower will develop a "School to Work" iative, similar to programs it
has successfully developed in the U.K. ScottishP@l® intends, through time,
to provide community access to the Open Learningar&. Skill development
opportunities will be made available through thee@pearning Centers, work
experience mentoring, and work shadowing. (SPI&x8j page 9, lines 15-22.)
5. Commitment to Utah

ScottishPower has had detailed discussions witlD#partment of
Community and Economic Development (“DCED”) and Bheision of Business
and Economic Development (“DBED”) in Utah and bigde agreement with
them, has committed to locate a senior executitake up residence in Utah.
The executive will report directly to the CEO ofciHeCorp and this person will

have broad influence over PacifiCorp’s operatiob/tah including, but not
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limited to, authority to approve corporate invohamin economic development
and corporate citizenship activities. The othenootments include, inter alia, a
commitment that Utah Power & Light Division headdgaes will be located in
Utah and that ScottishPower will work to assure Witah is treated fairly and
equitably across the service territories of PadffCin respect of employees,
resources, training, foundation gifts, corporafgesentation and economic
development. (SP Exhibit 1R.1.)
E. Environmental Commitments
ScottishPower has made a number of important comemts to the environment
which are incorporated in the Stipulation and 8atént of Issues related to Public
Purpose Program between PacifiCorp, ScottishPdiveQffice of Energy and Resource
Planning, and the Land and Water Fund of the Rsck{&P Exhibit 7.)
1. Integrated Resource Planning
ScottishPower and PacifiCorp commit to producegrated Resource
Plans every two years according to the currentdadeeand the then current
Commission rules. (SP Exhibit 7, page 3, JointikixiNo. 1, Condition 40.)
2. Renewable Resources
Applicants have committed to develop or acquir@a@aitional 50 MW of
system-wide renewable resources. ScottishPowefilPaip will use the
Integrated Resource Planning process to evaluagsvable resources and work
with interested parties including the Energy E#iaty and Renewable Energy

Task Force in designing, developing, implemenénd evaluating specific
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programs to most effectively deploy renewable epgrghnology in Utah. (SP
Exhibit 7, pages 3-4.) PacifiCorp shall make axshg in a rate proceeding that
the addition of those renewable resources to tiecbhase for the revenue
requirement first appearing in that rate proceediggprudent investments. (Joint
Exhibit 1, Condition 41.)

Applicants have also committed to file a "greerowese" tariff within 60
days after completion of the transaction. (SP Eix[7, pages 3-4.)
3. Conservation and Energy Efficiency Programs

ScottishPower/PacifiCorp commit to continue to supfunding for cost
effective and prudent energy efficiency in Utah etlhfocus on reducing the
energy used, increasing comfort, lowering the totest of energy, reducing risk
by diversifying the electric resource mix and radgenvironmental impacts.
(SP Exhibit 7, pages 4-6.)
4. Other Environmental Commitments

ScottishPower has made a number of other envirotahesmmitments.
PacifiCorp will contribute $100,000, funded by s#aolders, to the Bonneville
Environmental Foundation for use in the developneémew renewable resources
and fish mitigation projects. ScottishPower has atted to establish an
environmental forum which will provide ScottishPowdth external expertise
and perspective on strategic issues related terthieonment. In addition,
PacifiCorp will continue its involvement in the Wesh Regional Air Partnerships

work to develop a regional haze strategy for thetera states including Utah.
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(SP Exhibit 7, pages 6-7.) PacifiCorp will alsov@@nvironmental management
systems in place that are self-certified to ISOQl4standards at all PacifiCorp
operated thermal generation by the end of 2008int(Exhibit 1, Attachment 1,
page 8.)
F. Commitments to Wholesale Customers
The Applicants and Deseret Generation & TransmisgiDeseret”) have entered
into a stipulation which settles the issues ralsedeseret in the case. In that stipulation,
the Applicants and Deseret have agreed on a frankelaothe resolution of the
reliability and other issues between the partis.a result, Deseret has recommended
that the Commission approve the Application.
G. Summary
Approval of the merger between ScottishPower arafiCarp will bring a wide
range of benefits to PacifiCorp's Utah custom@iisese include: financial benefits
through a merger credit and cost savings; enhaticgtdmer service through specific
improvements in network performance and customercgeguarantees; and
commitments to the communities, environment andleyegs. Together, these
initiatives establish net benefits for PacifiCorgtsh customers resulting from this
transaction.
. ANY RISKS ASSOCIATED WITH THE TRANSACTION ARE A DDRESSED BY
CONDITIONS
The next issue to be addressed by the partiesethehthere are any risks associated

with the transaction that have not been adequatkdyessed by conditions in the Stipulation.
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ScottishPower, PacifiCorp, DPU and CCS agree teaStipulation effectively addresses all
material risk.

A. There is No Risk That Costs to Customers Will Incease as Result of the

Transaction

Applicants have maintained throughout the procegthat there are minimal or
no risks, and primarily benefits, associated whiga merger. The stock transaction is a
very simple one, involving a change only in thershalders of PacifiCorp. PacifiCorp
will continue to operate on a stand-alone basise Commission will exercise a similar
degree of regulatory oversight over PacifiCorptaes today, and the Stipulation
establishes a number of conditions designed torerikat the Commission will not be
hampered by the new corporate structure. More@aattishPower is an experienced
operator of regulated utility businesses, whichdgsal of raising the standards of
PacifiCorp's service. The service standards tbattShPower committed to introduce,
with more accurate performance measurements aodtirgpof results, should
beneficially increase this Commission's abilityrtonitor PacifiCorp's service
performance. (Joint Exhibit 1, Conditions 16, Z7)3For example, DPU witness,
Robert Maloney, testified that more progress hahlaehieved relating to service
standards in six weeks than in the prior threesye@fr. 1459.)

On the other hand, DPU, CCS and other parties iaaveified risks associated
with the transaction during the course of this pamting. The extensive set of conditions
that Applicants have negotiated with DPU, CCS aheis, effectively neutralize all

these risks. (Tr. 476.)
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Originally some Intervenors were concerned thaintleeger would lead to
increased costs. However, Applicants have ag@edweral broad conditions that
guarantee that costs assigned to customers wilhogase as a result of the merger.
Condition 44 of the Stipulation provides that “Rate Utah shall not increase as a result
of the merger”. Condition 3 of the Stipulation uégs that “No merger transaction
related costs shall be allowed in rates”. FurtleeenCondition 19 provides that the
“Applicants agree to the use of hypothetical caitaicture to determine the correct cost
of capital for ratemaking purposes in Utah”. Otbenditions require Applicants to
maintain separate PacifiCorp long-term debt (Sapoh, Condition 21), and to obtain
Commission approval regarding debt issuancespyfation, Condition 22.)

In addition to the merger credit set forth in Cdiwshi 43 and the commitments set
forth in Attachment 1 as agreed to in Conditiothg, Stipulation conditions can be

categorized generally as follows:

Financial Conditions

Condition No. General Description
2 Corporate cost allocation methodology and agreémen
3 Transaction/transition costs rate treatment
15 Conditions on payment of dividends
18 Will follow FASB52 for U.S. regulatory reporting
19 Will use hypothetical capital structure - A rated
21 Maintenance of separate long-term debt of PamipC
22 PacifiCorp debt issuances need Commission aplpfexeept inter-company
loans)
25 Increased/lower cost of capital impacts

259852.1
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Condition No.

Condition No.

Condition No.

259852.1

26
44
45

48

4

10

11
14
20

a7

12
17
23
24

Financial Conditions

General Description

Rates set using original, not revalued costspaechiums disregarded
Rates will not increase as a result of merger

Inter-jurisdictional allocation differences anffetent merger conditions in
different states

PacifiCorp will not guarantee obligations of SibtPower. ScottishPower
will not pledge assets of PacifiCorp as security

Affiliate Transactions/Corporate Structure

General Description

Diversified holdings or investments not to be hejdPacifiCorp (electric
company) or a subsidiary

New affiliates/affiliate transactions with Pacifitp

Officers and employees of all companies in neatt&hPower group to be
available to testify

Access to necessary books and records
Inter-company loans will be subject to existingliella Loan Agreement

Will file report detailing PacifiCorp’s percent&agf group re: assets,
expenditure, employees, etc.

Notification of Commission of corporate structal@nges

Reporting Requirements

General Description

Annual Report re: merger savings for five years
Numerous reports to be filed re: PacifiCorp

Waiver of right to argue preemption re: PUHCA

Will give DPU and CCS copies of SEC filed loblryymeports
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Condition No.

5

Condition No.

40
41

Condition No.

6
46

49

Condition No.

13

Condition No.

16

27-39

259852.1

Conditions re: Acquisitions/Disposals, etc.

General Description

Notification of large acquisitions by ScottishP@we merger sale of
PacifiCorp as soon as possible after announcement

Notification of sale, etc. of utility assets

Commission approval for sale, etc. of utility ftina of PacifiCorp

Environment

General Description

Produce integrated resource plan

Renewable resources must be prudent investneehtsincluded in rate base

Ongoing Business

General Description

Continue to comply with Transfer Pricing PolicyRdcifiCorp

Continue to comply with procurement policy andhpetitive bidding
requirements of PacifiCorp

Provide adequate management and financial res®toc PacifiCorp to
carry out its obligations

Transition Plan

General Description

File within six months of closing

Network Performance

General Description

Penalties for failure of network performance dtads will be paid as
directed by the Commission

Network performance and service quality steshdkarifications and
reporting requirements
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Employees
Condition No. General Description

42 Comply with the merger agreement for two yeargmgployee benefits (i.e.,
they will not change for two years)

These 51 conditions, along with all of the othamaatments the Applicants have
agreed to, mitigate any risks associated with twtiShPower/PacifiCorp transaction.

The most recent position statement from the IncalsBustomers was filed on
Monday, August 2, 1999. It urged the Commissiondnosider the following issues:

B. Taxes

The Industrial Customers requested that any palenttome tax savings
resulting from the ownership of PacifiCorp flowdkgh to PacifiCorp’s customers and
that this requirement be added as a conditiongdstipulation.

ScottishPower testified that there is a potentaltéx efficiency of the ownership
structure upstream of PacifiCorp going forward, thatt it is not clear that tax savings
will be achievable. (Tr. 1505-1506.)

DPU witness, Lowell Alt, testified that historicaDPU has not looked at
consolidated operations regarding taxes, but thaitcbuld be a rate case issue. (Tr. 86-
87.) CCS witness, Dan Gimble, agreed that thealmtzted tax issue could be addressed
in arate case. (Tr.89-91.)

To the extent there is any question regarding Xiitieg authority of the
Commission to review tax issues, the Applicanterefl the following language set forth
in Cross Examination Exhibit 2 regarding the coisded tax issue which could be

added as a condition of the merger.
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ScottishPower and PacifiCorp agree to an additiQuaidition to
approval of this merger that states:

“The parties to this Docket preserve their rightase the

issue of the treatment of upstream tax savingscasts$ in future

rate cases. All parties preserve their positiotslaave not waived

their rights on this issue. ScottishPower comnaitetain records

regarding upstream tax savings and costs relatitiget merger and

make these records available to the DPU, CCS dret parties in

accordance with Stipulation Ex. 1 and the discovelgs of the

Commission.”
This condition would resolve all concerns regardimg issue. There are many complex
considerations in respect of this matter and tkasebe adequately and fully addressed in
a rate case.
C. PacifiCorp Cash

The Industrial Customers have raised a concerndagpcash held in PacifiCorp
and whether adequate conditions are in place wytte the upstream movement of cash
until service quality in Utah has been found adésjudhere are currently in the
Stipulation several conditions which address tssie. First, ScottishPower/PacifiCorp
have agreed to the provisions of the Umbrella LAgreement which places limits on
short term loans. In addition, the Commission aprove the issuance of PacifiCorp
debt as set forth in Condition 22. The provisioh€ondition 15 govern dividend
policies. Condition 49 provides that there willdsequate financial resources to enable
PacifiCorp to meet its commitments, activities aodblic service obligations. Conditions
16 and 27-39 deal with service quality issuesduiteon to the commitments in the direct

testimony of Bob Moir. These conditions providswance that PacifiCorp will be

adequately funded while at the same time servieditgwill be improved.
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D. Access to Employees and Records

The Industrial Customers requested that accesaptogees and records be the
same for Intervenors as for representatives obfdg and the CCS. Condition 11
provides for adequate access to relevant booksrdeand officials of ScottishPower
entities. Corporate records will be availableif@pection in Utah or Portland, Oregon,
and Intervenors will have, as is the current pcagtaccess to books and records in Utah
and Portland, Oregon. (Tr. 58-61.) Also, Scottmher and PacifiCorp and all affiliates
shall make their employees, officers, directors agehts available to testify and provide
information. (Stipulation, Condition 10.)
E. Utah Presence

The Industrial Customers have requested that asditon of this merger, the
Commission should require that ScottishPower/Raoifp provide agents in Utah
capable of binding PacifiCorp and making decisi@garding Utah operations. In the
letter agreement with the DCED and DBED (SP ExHiBtl), ScottishPower agreed to
relocate a senior executive to take up residentiah. The executive will report
directly to the CEO of PacifiCorp. As a membetha executive team, this person will
have broad influence over PacifiCorp’s operationgiah. In addition, Utah Power &
Light Division headquarters will be located in Utahhese commitments along with all
of the other commitments in this Docket adequaa€lyress the Industrial Customers’
concern regarding this matter.

F. Existing Evidence
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The Industrial Customers requested that highlyiseasConfidential Information
be filed with the Commission relating to tax sawdramd projections for PacifiCorp’s
operations. These documents have been enterethetecord and are governed by the
terms and conditions of the Protective Order is ihocket. No additional provisions are
required.

G. Stranded Costs

The Industrial Customers recommended that as ateamtb the merger that
PacifiCorp and ScottishPower renounce any futuagrcto any stranded costs relating to
PacifiCorp because of the payment of a premiunEQJAvitness, Maurice Brubaker,
admitted that he was unaware of any merger prosgednere a merger approval was
conditioned upon the merged company agreeing notaice a claim for stranded cost
recovery. (Tr. 1315.) In addition, Mr. Brubaker reviewing Cross Examination Exhibit
25, admitted that all of the acquisitions of eliectitilities reflected in that exhibit
included a premium. Indeed, the premium in trassaction is at the lower value end of
the scale compared to other premiums in the exh(Bit. 1310.) Stranded cost issues are
not appropriate for this proceeding and the evidestows that a waiver of stranded cost
claims is unprecedented in U.S. mergers. RatherJtah Legislature is reviewing
industry restructuring issues through its Eledireregulation and Customer Choice Task
Force and the Applicants are prepared to contritutBscussions in that forum. (SP

Exhibit 1R, pages 12-13.)
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H. Regional Transmission Organization (“RTQO”)

The Industrial Customers have recommended thaftmemission require, as a
condition of the merger, that the Applicants agee@in a RTO within 24 months after
approval of the merger. In the alternative, IndabCustomers requested a condition that
the Applicants file within 18 months after the apyal of the merger, a definitive plan
outlining how they would place transmission assethe hands of an independent and
capable third-party administrator. Nucor witnd3ennis Goins, testified that he has
previously criticized a recommendation that a tytilpin a non-existent mid-west
Independent System Operator (“ISO”) as a remedgdanpetitive issues for variety of
reasons including issues regarding the ISO’s meshestructure. (Tr. 1028-1032.)
UIEC witness, Maurice Brubaker, admitted that mesgehich required a commitment to
join a RTO had situations where market power wgsaitcted as a result of the merger.
(Tr. 1287-1303.) Mr. Brubaker testified as follows

Q. When FERC applied the guideline ..., it found] idinot,

because ScottishPower and PacifiCorp do not conipete
common geographic markets, there’s no change in the
concentration of the market and therefore no tretiea
related effect on the competition?

A. That'’s correct.

Q. And then basically, FERC found that there was no

competitive harm resulting from the transaction and
rejected that argument?

A. Correct.

(Tr. 1290-1291.)
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ScottishPower is simply purchasing the stock offaarp. PacifiCorp will continue to
operate in its existing service territory. Comiredi issues were reviewed by the Federal
Energy Regulatory Commission (“FERC”). The Fed@&rade Commission performed a
Hart/Scott/Rodino review and cleared the transactibhese entities did not impose any
requirement regarding a RTO. FERC has establigheatice of Proposed Rulemaking,
Docket RM99-2 regarding “Regional Transmission @igations” and proposes to
establish fundamental characteristics and functionappropriate retail transmission
organizations. (UIEC Exhibit 1, page 40.) Thathis place where this issue should be
reviewed.

l. Special Contracts.

The Industrial Customers have recommended thatamemntracts that expire
during the merger credit period be extended thrddgtember 31, 2003, if desired by the
customer.

Relating to special contracts, ScottishPower festi@s follows:

As we have stated previously, after the transacBacifiCorp will

honor all of its contractual obligations. We vatuie relationship

with all our customer classes, and it may be appatgto evaluate

the issue of special contracts following completdihe

transaction. This evaluation must be done in pnaith the work

of the task force recently appointed by the Comimiiso examine

this issue. The Public Service Commission of Usahed a

Report and Order on March 4, 1999 in Docket No093-01

(“Order”) establishing a task force to study thenstards the

Commission should employ in approving special @wis and the

regulatory treatment of all special contracts stathat:

We conclude that the Task Force desired by the

Company and the Division, which we herein
establish, should re-examine the previous Task
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Force guidelines and definitions for regulatory
treatment of special incentive contracts, with
particular emphasis on how risk should be shared
between the Company and its customers. We also
want an evaluation of the appropriateness of the
confidential treatment customarily given to theesat
and terms of service in Utah special contractin a
increasingly competitive environment. (Order,
Section V.B.)

The Commission has therefore established a proeddwexamine

the issue of special incentive contracts. PacipGaill participate

in this process and add its resources to the task f Prior to

completion of the transaction and until the Comioiss task

force has finished its work, however, the discusseparding

special contracts is premature and should not bssae in this

docket.

(SP Exhibit 1S, pages 17-18.)

ScottishPower witness, Andrew MacRitchie, testifiegarding special contracts
that: (1) ScottishPower will honor all existingntiacts; (2) PacifiCorp will allow
ScottishPower representatives to join the PacifpfGagotiating team ahead of
completion of this transaction, if the customersvigsh; and (3) ScottishPower/
PacifiCorp will negotiate all contracts in goodtfaicomplete such negotiations promptly
(understanding the possible needs for customgrargue alternatives), negotiate
contracts recognizing the contribution these custsmmake to the economic well-being
of Utah and negotiate in accordance with Commiseides in effect at that time. (Tr.
1487-1488.)

This proceeding should not be the place where apeentract issues are decided.

The Commission’s task force is reviewing specialtcact issues. ScottishPower’s
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purchase of PacifiCorp’s stock does not alter gp@aintract customers’ situations. Any
condition regarding extension of special contratisuld be rejected by the Commission.

At public witness day on August 6, 1999, Magcorpmsiited its request that it be
“decertified from PacifiCorp’s retail service aress a condition of the approval of the
Stipulation. That proposed condition is neithergee related nor supported by the
evidence in this record and should be rejected.

Magcorp argues that it has “been excluded” fromafthe benefits of the
Stipulation and “denied the opportunity to negetiatfuture supply arrangement” and, as
a result, decertification is an appropriate reme@gntrary to those assertions, Magcorp,
like the other special contract customers, wilkeree benefits, including the system
reliability and performance guarantees.

In addition, the Applicants have committed, as dbsed in this section, to
commence and complete negotiations regarding sugpEyngements promptly.
Magcorp’s assertions are not supported in thisrceand its proposed condition should
be rejected.

J. Franchise Issues

The League has requested that the Applicants hareel as a condition of
merger approval, to “reopen current franchise agesgs”. As the Applicants noted in
their testimony and motion to strike, the abrogatd contracts, including franchise

agreements, is not an appropriate condition ofrdresaction.
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K. Summary

The Industrial Customers have not identified asggior issues arising from this
transaction that are not adequately addressedraitams. None of the additional
conditions proposed by the Industrial Customersighbe required by the Commission.
As shown above, these conditions either do notessdisks that are merger-related
issues or they are unnecessary.

The League and Magcorp’s issues are similarly pptapriate for this

proceeding.

CONCLUSION

Approval of this transaction will deliver net beitgfo PacifiCorp's Utah customers.
ScottishPower has committed to improve system padace and customer service with an
unmatched package of initiatives that will benelfitof PacifiCorp's customers. The merger
credit of $48 million establishes a guaranteedrfai@ benefit to customers, which places the
value of the transaction beyond any reasonableaitispScottish Power intends to deliver cost
savings that can be passed through to customeaseis ScottishPower will also deliver benefits
from its environmental commitments and other commaitts to communities and employees.
The conditions that Scottish Power, PacifiCorp, Ddtid CCS have agreed to ensure that these
benefits will be delivered and that customers wiit be harmed.

In sum, approval of this transaction will serve iR@orp's customers in the public

interest. For the reasons set forth above, therliesion should approve the Application.
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DATED this ___ day of November, 2012.

STOELRIVESLLP

Edward A. Hunter
Attorneys for PacifiCorp

CALLISTER NEBEKER& MCCULLOUGH

Brian W. Burnett
Attorneys for Scottish Power plc
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