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Case No. 87-035-27

Submitted herewith pursuant to letter of counsel of the

Division of Public Utilities dated March 23, 1988, and also as

requested by the Commission, please find the Company's

merger-related commitments.

Applicants have made the following commitments related

to the merger in jurisdictions other than Utah. Where the cost of

a commitment is determinable, it is shown herein.

In California. Anolicants have committed that:

PacifiCorp will not request an increase in its

overall average rates for California service

covering the years 1988, 1989, 1990 or 1991.

PacifiCorp, however, shall continue to file
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Submitted herewith pursuant to letter of counsel of the

Division of Public Utilities dated March 23, 1988, and also as

requested by the Commission, please find the Company's

merger-related commitments.

Applicants have made the following commitments related

to the merger in jurisdictions other than Utah. Where the cost of

a commitment is determinable, it is shown herein.

California , Applicants have committed that:

1. PacifiCorp will not request an increase in its

overall average rates for California service

covering the years 1988, 1989, 1990 or 1991.

PacifiCorp, however, shall continue to file
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applications and advice letters in these years, so

that the Commission can determine whether ERAM or

attrition rate decreases are appropriate.

Incremental Cost: Small or indeterminable.

2. Applicants will initiate work with a joint
allocation committee from regulatory agencies

within no greater length of time than six months

after final approval of the merger is obtained.

Incremental Cost: Small or indeterminable.

3, Applicants will provide updated estimates of the

magnitude of merger benefits and after we have

some experience with the merged company and. after
the allocation committee has begun to arrive at

some consensus, we will present an estimate of

those benefits on earnings for California

operations. Incremental Cost: Small or

indeterminable.

A copy of the Administrative Law Judge's proposed

order is provided as Exhibit A.

In Oreaon. Aonlicants have entered into a stimulation

with the staff of the Oreaon Public Utilitv Commission:

the stimulation is orovided as Exhibit B:

A showing of consolidated, as well as allocated

merger related operating benefits will be

submitted in semiannual reports, future general

rate case applications and as a last resort in
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applications and advice letters in these years, so

that the Commission can determine whether ERAM or

attrition rate decreases are appropriate.

Incremental Cost: Small or indeterminable.

2. Applicants will initiate work with a joint

allocation committee from regulatory agencies

within no greater length of time than six months

after final approval of the merger is obtained.

Incremental Cost: Small or indeterminable.

3. Applicants will provide updated estimates of the

magnitude of merger benefits and after we have

some experience with the merged company and after

the allocation committee has begun to arrive at

some consensus , we will present an estimate of

those benefits on earnings for California

operations. Incremental Cost: Small or

indeterminable.

A copy of the Administrative Law Judge's proposed

order is provided as Exhibit A .

n eon i ants have entered in-to a stipulat ion

with the staff of the-Oregon Public Ut Commission--lity

the stipulation 's Rrovided as Exhibit B:

1. A showing of consolidated, as well as allocated

merger related operating benefits will be

submitted in semiannual reports, future general

rate case applications and as a last resort in



Commission show-cause actions. Incremental cost:

Small or indeterminable.

To address the topic of interdivisional

allocations, the Applicants will initiate a

committee representing all appropriate regulatory

jurisdictions of the merged company within six

weeks after the merger has been approved by all
applicable authorities. Incremental Cost: Small

or indeterminable.

Oregon customers will be held harmless if the

merger results in greater net costs to serve them

than if the merger had not taken place.

Furthermore, Applicants have agreed not to effect

any overall increase in electric rates in Oregon

prior to the end of calendar year l992.

Incremental Cost: Small or indeterminable.

A quarterly report will be filed showing activity
in the Regional Power Act balancing account.

Incremental Cost: Small or indeterminable.

Within 45 days of the effective date of any BPA

rate change, Applicants will file with the

Commission a plan regarding how the merged company

intends to deal with the rate change and any

corresponding impact on the Regional Power Act

balancing account. Incremental Cost: Small or

indeterminable.
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committee representing all appropriate regulatory
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applicable authorities. Incremental Cost: Small

or indeterminable.

Oregon customers will be held harmless if the

merger results in greater net costs to serve them

than if the merger had not taken place.

Furthermore, Applicants have agreed not to effect

any overall increase in electric rates in Oregon

prior to the end of calendar year l992.

Incremental Cost: Small or indeterminable.

A quarterly report will be filed showing activity
in the Regional Power Act balancing account.

Incremental Cost: Small or indeterminable.

Within 45 days of the effective date of any BPA

rate change, Applicants will file with the

Commission a plan regarding how the merged company

intends to deal with the rate change and any

corresponding impact on the Regional Power Act

balancing account. Incremental Cost: Small or

indeterminable.
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Commission show-cause actions. Incremental cost:

Small or indeterminable.

2. To address the topic of interdivisional

allocations , the Applicants will initiate a

committee representing all appropriate regulatory

jurisdictions of the merged company within six

weeks after the merger has been approved by all

applicable authorities . Incremental Cost: Small

or indeterminable.

3. Oregon customers will be held harmless if the

merger results in greater net costs to serve them

than if the merger had not taken place.

Furthermore , Applicants have agreed not to effect

any overall increase in electric rates in Oregon

prior to the end of calendar year 1992.

Incremental Cost : Small or indeterminable.

4. A quarterly report will be filed showing activity

in the Regional Power Act balancing account.

Incremental Cost : Small or indeterminable.

5. Within 45 days of the effective date of any BPA

rate change , Applicants will file with the

Commission a plan regarding how the merged company

intends to deal with the rate change and any

corresponding impact on the Regional Power Act

balancing account . Incremental Cost: Small or

indeterminable.



In Idaho and Wvomina. Anvlicants have oledaed that:

l. Overall prices to Pacific Power customers will not

be increased in the foreseeable future (four to

five years). Cost,: None

2. Prices to Utah Power's present customers will be

reduced between a total of 5 and 10 percent over

the next four years. Cost offset by merger

savings. Net cost zero.

3. Within sixty days of the effective date of the

merger revised tariffs will be filed in Utah,

Wyoming and Idaho proposing a 2 percent overall

reduction in prices to Utah Power's regular firm

customers. Cost offset by merger savings. Net cost

zero.

4. After we have had some experience as a merged

company, and no later than the end of 1988, we

will submit a detailed plan to each appropriate

Commission describing how the total targeted price

reduction will be implemented. Incremental Cost:

Small or indeterminable.

5. In Idaho, the merged Company will not seek to

interrupt service to Monsanto Company to make more

lucrative off-system sales. Incremental Cost:

Small or indeterminable.

Although the Idaho Public Utilities Commission did not

place formal conditions upon approval of the merger, they did
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In Idaho and Wyoming, Applicants have pledged that :
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five years). Cost: None
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3. Within sixty days of the effective date of the

merger revised tariffs will be filed in Utah,

Wyoming and Idaho proposing a 2 percent overall

reduction in prices to Utah Power's regular firm

customers. Cost offset by merger savings. Net cost

zero.

4. After we have had some experience as a merged

company, and no later than the end of 1988, we

will submit a detailed plan to each appropriate

Commission describing how the total targeted price

reduction will be implemented. Incremental Cost:

Small or indeterminable.

5. In Idaho, the merged Company will not seek to

interrupt service to Monsanto Company to make more

lucrative off-system sales . Incremental Cost:

Small or indeterminable.

Although the Idaho Public Utilities Commission did not

0 place formal conditions upon approval of the merger, they did



require that the Applicants'uture actions adhere to the

following:

l. Merger-related rate increases are prohibited.

Cost: Zero

2. Transactions betveen divisions and affiliates are

to be documented. Incremental Cost: Small or

indeterminable

3. Without application to, and approval of the Idaho

Commission, the formation of generation or

transmission subsidiaries is prohibited. Cost:

Small or indeterminable

A copy of the Idaho Public Utilities Commission

order is provided as Exhibit C.

In approving the merger application, the Wyoming Public

Service Commission did not place any conditions on its approval

of the merger. A copy of the Commission's order is provided as

Exhibit D.

In the State of Washincrton. Avnlicants have committed

that:

l. Overall prices to Pacific Power's Washington

customers will not be increased in the foreseeable

future (4-5 years) and that customers will be held

harmless against any price increases caused by the

merger. Cost: Zero.

Within six weeks following final merger approval,

discussions with interested commissions will begin

require that the Applicants'uture actions adhere to the
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l. Merger-related rate increases are prohibited.
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3. Without application to, and approval of the Idaho

Commission, the formation of generation or
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require that the Applicants ' future actions adhere to the

following:

1. Merger-related rate increases are prohibited.

Cost: Zero

2. Transactions between divisions and affiliates are

to be documented . Incremental Cost: Small or

indeterminable

3. Without application to, and approval of the Idaho

Commission , the formation of generation or

transmission subsidiaries is prohibited. Cost:

Small or indeterminable

A copy of the Idaho Public Utilities Commission

order is provided as Exhibit C.

In approving the merger application, the Wyoming Public

Service Commission did not place any conditions on its approval

of the merger . A copy of the Commission ' s order is provided as

Exhibit D.

In the State o f Washington , ARRlicants have committed

that :

1. Overall prices to Pacific Power's Washington

customers will not be increased in the foreseeable

future ( 4-5 years ) and that customers will be held

harmless against any price increases caused by the

merger . Cost: Zero.

2. Within six weeks following final merger approval,

discussions with interested commissions will begin
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so that interdivisional allocations can be

established that are fair and consistent with

sound economic and regulatory principles.

Incremental cost: Small or indeterminable.

3. Regulatory reports as reasonably required would be

provided to the Commission. However, monthly

reporting of results was opposed by the

Applicants. Incremental cost: Small or

indeterminable.

4. The Applicants will file a full rate case by the

second quarter of 1989 (approximately six months

after the expected effective date of the merger).

Incremental cost: Small or indeterminable.

In Montana. Apolicants have committed that:

l. Overall prices to Pacific Power's Montana

customers will be stabilized for the next five

years. Cost: Zero

A copy of the Montana order authorizing issuance

of stock, assumption of debt and, transfer of

authority previously granted to PacifiCorp Maine

is attached as Exhibit E.

The Applicants'ommitments at FERC including the

proposed wheeling policy are contained in Appendix B to the

Applicant's Initial Brief in the FERC proceeding and is attached

hereto, with Applicants'ost comments, as Exhibit. F. The

Agreement for Mitigation of Major Loop Flow with Pacific Gas
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so that interdivisional allocations can be

established that are fair and consistent with

sound economic and regulatory principles.

Incremental cost : Small or indeterminable.

3. Regulatory reports as reasonably required would be

provided to the Commission . However, monthly

reporting of results was opposed by the

Applicants . Incremental cost: Small or

indeterminable.

4. The Applicants will file a full rate case by the

second quarter of 1989 ( approximately six months

after the expected effective date of the merger).

Incremental cost: Small or indeterminable.

In Montana, Appl icants have committed that:

1. Overall prices to Pacific Power's Montana

customers will be stabilized for the next five

years . Cost: Zero

A copy of the Montana order authorizing issuance

of stock , assumption of debt and transfer of

authority previously granted to PacifiCorp Maine
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Agreement for Mitigation of Major Loop Flow with Pacific Gas &



Electric Company and Southern California Edison is an agreement,

that was facilitated by the merger but should not be viewed as a

merger commitment because such agreement will be effective

regardless of the merger. The cost to the merging company is 70%

of approximately $ 20 million or some $ 14 million. This cost

is offset by similar costs to the merged company without the

agreement, resulting from loop flow negotiation measures. This

results in an estimated net zero cost over a ten-year period.

The Agreement Respecting Transmission Facilities and

Services between PacifiCorp, Utah Power & Light and PC/UP&L

Merging Corporation and Idaho Power Company, the Energy Purchase

and Transmission Service Agreement between PC/UP&LMerging Corp.

and The Montana Power Company and the Agreement for Mitigation of

Major Loop Flow between Pacific Gas and, Electric Company,

PacifiCorp, Southern California Edison Company and Utah Power &

Light Company and Memorandum Agreement to the above agreement

were supplied by counsel for Applicants to the Commission and the

parties by transmittal dated April 22, 1988.

The appropriate witnesses to question concerning

commitments made by the Applicants are as follows:

Commitments related to rate, regulatory, and reporting

matters in Pacific's current jurisdictions can be

addressed by Mr. Reed. Commitments related to rate,

regulatory, and reporting matters in UP&L's current

jurisdictions can be addressed by Mr. Colby.

Commitments related to wheeling policy and the wheeling

Electric Company and Southern California Edison is an agreement,

that was facilitated by the merger but should not be viewed as a

merger commitment because such agreement will be effective

regardless of the merger. The cost to the merging company is 70%
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regulatory, and reporting matters in UP&L's current

jurisdictions can be addressed by Mr. Colby.

Commitments related to wheeling policy and the wheeling
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that was facilitated by the merger but should not be viewed as a
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and Transmission Service Agreement between PC/UP&L Merging Corp.

and The Montana Power Company and the Agreement for Mitigation of

Major Loop Flow between Pacific Gas and Electric Company,

PacifiCorp, Southern California Edison Company and Utah Power &

Light Company and Memorandum Agreement to the above agreement

were supplied by counsel for Applicants to the Commission and the

parties by transmittal dated April 22, 1988.

The appropriate witnesses to question concerning

commitments made by the Applicants are as follows:

Commitments related to rate , regulatory , and reporting

matters in Pacific's current jurisdictions can be

addressed by Mr. Reed . Commitments related to rate,
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jurisdictions can be addressed by Mr. Colby.
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agreement with Idaho Power Company can be addressed by

Mr. Topham. The Energy Purchase and Transmission

Service Agreement with Montana Power Company can be

addressed by Mr. Steinberg and Mr. Boucher. The

Agreement for Mitigation of Major Loop Flow with PG&E

and SCE and the Midpoint Substation Sale and Transfer

Agreement can be addressed by Mr. Boucher.

The Applicants have conducted an informal review of the

foregoing conditions and are of the opinion that merger benefits,

as previously testified to, are not endangered by the

stipulations and conditions because these conditions either were

anticipated in the development of merger benefits, are consistent

with reasonable attainment of merger benefits, or are in the

nature of reporting requirements that can be considered a normal

activity following a merger of utility systems.

The conditions will not significantly impact the

management or operation of the merged company.

The expected impact of conditions proposed by other

parties which are not yet resolved are as follows:

Except at FERC, the majority of other
parties'nresolved

issues are similar to those identified above, and as a

result do not impact the applicants estimate of merger

benefits. Before the FERC, a total of approximately 50

conditions have been proposed by intervenors and are

summarized on Exhibit, G.
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summarized on Exhibit G .
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DATED this 28th day of April, l988.

TACKS W. FORSGRZN
Attorney for Utah P r &

Light Company
l407 West North Temple
Salt Lake City, Utah 84140

CERTIFICATE OF SERVICE

This will certify that a copy of the foregoing

Applicants'ubmission was mailed postage prepaid, to all parties
of record in the subject case this 28th day of April, l988.

DATED this 28th day of April, l988.

TACKS W. FORSGRZN
Attorney for Utah P r &

Light Company
l407 West North Temple
Salt Lake City, Utah 84140

CERTIFICATE OF SERVICE

This will certify that a copy of the foregoing

Applicants'ubmission was mailed postage prepaid, to all parties
of record in the subject case this 28th day of April, l988.
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S W. FORSGR
Attorney for Utah P

Light Company
1407 West North Temple
Salt Lake City, Utah 84140

CERTIFICATE OF SERVICE

This will certify that a copy of the foregoing

Applicants' Submission was mailed postage prepaid, to all parties

of record in the subject case this 28th day of April, 1988.

• ^o._ ate,
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EXHIBIT A

TO: PARTIES OF RECORD IN A.87-09-043

This is the proposed decision of the administrative lav judge. Itwill be on the Commission's agenda at the next regular meeting 30
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or part of it a written, amend or modify it, or set it aside and
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content of comments, and the requirement of service on all other
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Administrative Lav Judge
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Item 1

Agenda 4/27/88

PROPOSED DECIS1ON OF ALJ WU (Naj,] qd 3/16/88)

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Zn the Matter of the Application of )
PACZFZCORP, dba PACZFXC POWER & )
LZQHT COMPANY, a Maine Corporation )
(PACIFZCORP MAINE), and Pc/UP&L )
MERGING CORP., to be renamed )
PACZFICORP, an oregon corporation )
(PACIFICORP OREGON), for an order )
authorizing the merger of PACIFXCORP )
MAINE and UTAH POWER & LIGHT COMPANY )
(UTAH POWER) into PACXFICoRP OREGON, )
authorizing the issuance of )
securities by PACIFICORP OREGON, and )
authorizing the initial california )
rate tariffs of PACZFICORP OREQON. )

)
)

Ih the Matter of PACIFIcoRP OREGoN )for an order exempting it from )
regulation under Article 5, Chapter )
4, Part 1, Division l, and under the )
certain provisions of Section 85l of )
the Public Utilities Code, pursuant )
to Sections 829 and 853 of the )
public Utilities Code. )

)

Appl ication 87-09-043
(Fi1ed September 30, 1987)

Stoel, Rives, Holey, Zongs & Grey, by
Marcus Wood, Attorney at Law, for
Pacific Power & Light Company,
applicant,

Kimball, Parr, Crockett & Waddoups, by
Dale A. Kimball, Attorney at Law, for
Colorado River Energy Distributors
Association (CRZDA); Roaer J. peters,
Attorney at, Law, for pacific Gas and
Electric Company; and Nicholas Tibbetts,,
for Congressman Douglas Bosco;
interested parties.

Timathv E. Treacv, Attorney at Law, and
K. R. Chew, fox the Division of
Ratepayeri Advocates.
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Decision PROPOSED DiCISICN OF ALJ WU ( Mailed 3/16/88)

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF . CALIFORNIA

In the Matter of the Application of )
PACIFICOPP , dba PACIFIC POWER & )
LIGHT COMPANY , a Maine Corporation )
( PACIFICORP MAINE ), and PC/UP&L
MERGING CORP., to be renamed
PACIFICORP , an Oregon corporation )
(PACIFICORP OREGON), for an order )
authorizing the merger of PACIFICORP ) Application 87-09-043
MAINE and UTAH POWER & LIGHT COMPANY ) (Filed September 30, 1987)
(UTAH POWER ) into PACIFICORP OREGON, )
authorizing the issuance of )
securities by PACIFICORP OREGON, and }
authorizing the initial California )
rate tariffs of PACIFICORP OREGON. )

In the Matter of PACIFICORP OREGON )
for an order exempting it from )
regulation under Article 5 , Chapter )
4, Part 1, Division 1, and under the,)
certain provisions of Section 851 of )

• the Public Utilities Code, pursuant )
to Sections 829 and 853 of the )
Public Utilities Code. )

Stoel, Rives , Boley, Jongs & Grey, by
Marcus Wood , Attorney at Law, for
Pacific Power & Light Company,
applicant,

Kimball, Parr , Crockett & Waddoups, by
1A].e A. K 1 -1 , Attorney at Law, for
Colorado River Energy Distributors
Association ( CREDA); . Pet ,
Attorney at Law , for Pacific Gas and
Electric Company ; and Nicholas--Tibbetts, ,
for Congressman Douglas Bosco;
interested parties.

Timothy E T , Attorney at Law, and
K. X. for the Division of
Ratepayers Advocates.
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OPINION

1. Summarv

We approve a merger between Pacificorp Maine and Utah
Powex into PacifiCorp Oregon. We also exempt Paci.fiCarp Oregon
from provisions of the Public Utilities Code relating ta stocks and

securities txansactions and the encumbrance of utility property.

I I . Backaround

PacifiCorp Maine provides electric service to 670,000
customers in Califoxnia, idaho, Montana, Oregon, Washington, and,

Wyoming, For the year ended December 31, 1986, pacifiCorp Maine's
eleCtXio utility reVenueS Were $ 920, 150,000 'aoifiCOrp Maine

serves ahout 35,300 customers in California. Its California
electric x'evenues for the year ended December 31, 1986 were

$ 46,215,000, about 5% of total electric revenues. PacifiCorp Maine

currently serves California xatepayers in the Counties of Qel
Norte, Modoc, shasta, and siskiyou.

Utah Power provides electric service to 510,000 customers
in Utah, idaho, and Wyoming. For the yeax'nded December 31, 1986,

Utah received electric revenues of $ 889,601,000,
PacifiCorp Maine and Utah Powex have agreed to merge inta

a new entity& PacifiCorp Oregon. Xf the merger is appxoved,
P*cifiCorp Oregon will provide electric servioe to 1,180,000
customers throughout 'Califoxnia, Idaho, Montana, Oregon, Utah,
Washington, and Wyoming. Based upon 1986 xecorded data, Califoxnia
customers will provide 2.56% of PacifiCorp Oregon's total electric
revenues.

Under the terms o f the Mergex Agreement, Paci fiCorp
Oregon will continue to da business in all areas previously served
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I. Summary

We approve a merger between PacifiCorp Maine and Utah
Power into PacifiCorp Oregon. We also exempt PacifiCorp Oregon
from provisions of the Public Utilities Code relating to stocks and
securities transactions and the encumbrance of utility property.

II. Background

PacifiCorp Maine provides electric service to 670,000
customers in California, Idaho, Montana, Oregon, Washington, and
Wyoming. For the year ended December 31, 1986, PacifiCorp Maine's
electric utility revenues were $920,150,000. PacifiCorp Maine
serves about 35,300_ customers in California.. Its California
electric revenues for the year ended December 31, 1986 were
$46,275,000, about 5.% of total electric revenues . PacifiCorp Maine
currently serves California ratepayers in the Counties of Del
Norte, Modoc, Shasta, and siskiyou.

Utah Power provides electric service to 510,000 customers
in Utah, Idaho, and Wyoming. For the year ended December 31, 1986,
Utah received electric revenues of $889,601,000.

PacifiCorp Maine and Utah Power have agreed to merge into
a new entity, PacifiCorp Oregon. If the merger is approved,
PacifiCorp Oregon will provide electric service to 1,180,000
customers throughout 'California, Idaho, Montana , Oregon, Utah,
Washington, and Wyoming. Based upon 1986 recorded data, California
customers will provide 2.56% of PacifiCorp Oregon's total-electric
revenues. :

Under the terms of the Merger Agreement, PacifiCorp
Oregon will continue to do business in all areas previously served

- 2 -
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by RacifiCorp Maine under the assumed business name of Pacific
Power & Light company (PP6L) and in all areas previously served by
Utah Power under the assumed business name of Utah Power 6 Light
Company (UP&L), However, when the mexger becomes effective, the
sepaxate existences of PacifiCorp Maine and Utah Power will cease
and PaoifiCorp Oregon will succeed to all rights and obligations of
PacifiCorp Maine and Utah Power,

A public hearing was held on Februaxy 3, 19SS in 'eureka,

California. The applicant and the Division of Ratepayer Advocates
(DRA) presented witnesses. Several public witnesses also entered
statements on the pxopased merger. All participants supported the
merger.

IXI. Applicant's Shovina

The applicant sponsored the testimony of David F,
Bolender, President of. Pacific Power & Light Company, Fredric 0.
Reed, Senior Vice President,- Rodney N. 8oucher, vice Pxesident of
Power Systems, and Dennis F. Steinbexg, Director of Power Planning.

Bolender stated in his testimony that the pxoposed merger
will have several benefits:

l. The mex'ger will increase firm and nonfirm
access to the wholesale power markets,
facilitating the disposition of. available
powex supplies.

2. The merger will enhance the ability of both
companies to take advantage of low-cost
power supplies which axe available in the
short term.

3. Since Pacific Power is a wintex-peaking
,utility and Utah Power is a summer-peaking
utility, benefits will be gained from the
greater diversity of the interconnected
systems.
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by PacifiCorp Maine under the assumed business name of Pacific
Power &'Light company (PP&L) and in all areas-previously served by
Utah Power under the assumed business.name of Utah Power & Light
Company (UP&L). However, when the merger becomes effective, the
separate existences of PacifiCorp Maine and Utah Power will cease
and PacifiCorp Oregon will succeed to all rights and obligations of
PacifiCorp Maine and Utah Power.

A public hearing was held on February 3, 1988 in Yreka,
California. The applicant and the Division of Ratepayer Advocates
(DRA) presented witnesses . Several public witnesses also entered
statements on the proposed merger. All participants supported the
merger.

ITT. ADn 's Showing

The applicant sponsored the testimony of David F.
Bolender, President of.Paci,fic Power & Light Company, Fredric D.
Reed , Senior Vice President,-Rodney M. Boucher, vice President of
Power Systems, and Dennis P. Steinberg, Director of Power Planning.

8olender stated in his testimony that the proposed merger
will have several benefits:

1. The merger will increase firm and nonfirm
access to the wholesale power markets,
facilitating the disposition of..available
power supplies.

2• The merger will enhance the ability of bothcompanies to take advantage of low-cost
power supplies which are available in the
short term. _

3. Since Pacific Power is a winter-peaking
.utility and Utah Power is ' a summer-peaking
Utility, benefits will be gained from thegreater diversity of-the interconnected
systems.
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4. System operating costs will be reduced
through the integrated economic dispatch of
ge~er~tion.

5. System reserve requirements will be zeduced
because of expanded transmission
interconnections.

6. The merger will permit the consolidation of
duplicative activities, resultinq in
opexating savings.

7. The merger will provide more opportunitias
for employees of both companies.

Bolender explained that the merger will bxing about, an

extraordinary stzategic and geographic fit of the two companies.
While Pacific Power has access to low-cost Northwest hydxoelectric
resources and the Pacific Northwest-Pacific Southwest Intertie,
Utah Power has a substantial transmission network and access to
wholesale markets unavailable to Pacific Power. Bolender concludes
that tha merger will zeduce and stabilize power px'ices to PP&Land

UP&Lcustomers.
Reed testified on the cost savings of the proposed mergaz

that should accrue to the customers of both utilities. He

estimates the total benefits of the mergax to be $ 48 million in
1988 incx'easing to $ 158 million in 1992, Reed also stated that
theze is no detailed proposal for the interjurisdictianal or
intezclass allocations. He expects the allocation issue to be

addressed by this commission and other commissions in future rate
proceedings. In the meantime, he stated that Pacific Power wi.ll
seek no Klactzic Revenue Adjustment Mechanism (ERAM) pxice
increase, attrition price increase, or other rate increase
throughout 1988 and 1989. Tn this way, ha states that the merger
will at, least have a x'ate stabilizing'mpact. on customers and also
may result in signif'icant price decreases.

Boucher discussed the major power supply benefits he

expects to accrue from the merged power systems. He testified that

BZ: t t BSr SZrt 0 leddBOZG-O'B1-FOS WOHi

..87-09-043 ALJ/RLW/rmn

4. System operating costs will be reduced
through the integrated economic dispatch of
ge~er~tion.

5. System reserve requirements will be zeduced
because of expanded transmission
interconnections.

6. The merger will permit the consolidation of
duplicative activities, resultinq in
opexating savings.

7. The merger will provide more opportunitias
for employees of both companies.

Bolender explained that the merger will bxing about, an

extraordinary stzategic and geographic fit of the two companies.
While Pacific Power has access to low-cost Northwest hydxoelectric
resources and the Pacific Northwest-Pacific Southwest Intertie,
Utah Power has a substantial transmission network and access to
wholesale markets unavailable to Pacific Power. Bolender concludes
that tha merger will zeduce and stabilize power px'ices to PP&Land

UP&Lcustomers.
Reed testified on the cost savings of the proposed mergaz

that should accrue to the customers of both utilities. He

estimates the total benefits of the mergax to be $ 48 million in
1988 incx'easing to $ 158 million in 1992, Reed also stated that
theze is no detailed proposal for the interjurisdictianal or
intezclass allocations. He expects the allocation issue to be

addressed by this commission and other commissions in future rate
proceedings. In the meantime, he stated that Pacific Power wi.ll
seek no Klactzic Revenue Adjustment Mechanism (ERAM) pxice
increase, attrition price increase, or other rate increase
throughout 1988 and 1989. Tn this way, ha states that the merger
will at, least have a x'ate stabilizing'mpact. on customers and also
may result in signif'icant price decreases.

Boucher discussed the major power supply benefits he

expects to accrue from the merged power systems. He testified that

•

•

9 ' d

$.87-09 -043 ALJ /RLW/rmn

EE :II 88 '82/b0 11dd802S-b sb -EOS woaA

4. System operating costs will be reduced
through the integrated economic dispatch of
generation.

5. System reserve requirements will be reduced
because of expanded transmission
interconnections.

6. The merger will permit the consolidation of
duplicative activities, resulting in
operating savings.

7. The merger will provide more opportunities
for employees of both companies.

Bolender explained that the merger will bring about an
extraordinary strategic and geographic fit of the two companies.
While Pacific Power has access to low-cost Northwest hydroelectric
resources and the Pacific Northwest-Pacific Southwest Intertie,
Utah Power has a substantial transmission network and access to
wholesale markets unavailable to Pacific Power . Bolender concludes
that the merge will reduce and stabilize power prices to PP&L and
UP&L customers..

Reed testified on the cost savings of the proposed merger
that should accrue to the customers of both utilities. He
estimates the total benefits of the merger to be $48 million in
1988 increasing to $158 million in 1992. Reed also stated that
there is no detailed proposal for the interjurisdictional or
interclass allocations. He expects the allocation issue to be
addressed by this Commission and other commissions in future rate
proceedings . In the meantime , he stated that Pacific Power will
seek no Electric Revenue Adjustment Mechanism ( EPAM) price
increase , attrition price increase , or other rate increase
throughout .1988 and 1989 . In this way, he states that the'merger
will, at least have ,a rate stabilizing' impact on customers and also
may result in significant price decreases.

Boucher discussed the major power supply benefits he
expects to accrue from the-merged power systems. He testified that
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the two systems will be operated and planned on a "single utility
basis.~ Because of diversity in the two systems'apacity
resouxces and enex'gy supplies, Boucher expects considex'able savings
to occur fzom the dispatch of the single utility.» Boucher also
explained that several tx'ansmission lines vill have to be built to
improve the transfer capability between the two systems,

Steinbezg testified to the estimated power supply
benefits of the proposed merger. His analysis shows net powex'ost
savings of $ 16.7 million in 1988 increasing to about, $ 44.2 million
in 1992. Net savings in new generation and, transmission capacity
are: $ 1 ~ 8 million in 1988 and $ 8. 5 million in 1992. The total
savings then staxt at $ 14.9 million in 1988 and axe projected to
increase to $ 52.7 million in 1992.

Finally, at heaxing, the applicant stated that it would
not object to a Commission ordez directing that the merger is
approved subject to the condition that PacifiCozp foregoes both
ERAM and attrition rate increases fx'om 1988 thxough 1991, a four-
} ear period.

ZV. DRA Report,

DRA recommends conditional approval of the proposed
mexger as it believes certain conditions are necessary to ensuxe

that California xatepayers axe not harmed by the mexger,
DRA points out that Pacificorp has pxomised a rate

reduction of 5-10% ovex'he next four yeax's for Utah ratepayers,
Thi.s rate reduction is estimated as a $ 35-70 million decrease over
the foux'-year period. DRA believes that this rate reduction
promised to Utah ratepayers should not be subsidized with the
savings and benefits that are moxe pxoperly assigned to .othex
jurisdictions such as California.

'To prevent an unfair subsidy from Califoxnia to Utah, DRA

recommends that the applicant should submit a proposed allocation
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the two systems will be operated and planned on a "single utility
basis.N Because- of diversity in the two systems' capacity
resources and energy supplies, Boucher expects considerable savings
to occur from the dispatch of the "single utility. Boucher also
explained that several transmission lines will have to be built to
improve the transfer capability between the two systems,

Steinberg testified to the estimated power supply
benefits of the proposed merger. His analysis shows net power cost
savings of $16.7 million in 1988 increasing to about $44.2 million
in 1992. Net savings in new generation and transmission capacity
are: $1.8 million in 1988 and $a.5 million in 1992. The total
savings then start at $14.9 million in 1988 and are projected to
increase to $52.7 million in 1992.

Finally, at hearing, the applicant stated that it would
not object to a Commission order directing that the merger is
approved subject to the condition that PacifiCorp foregoes both
ERAM and attrition rate increases from 1986-through 1991, a four-
year period.

IV. DRA Repo

DRA recommends conditional approval of the proposed
merger as it believes certain conditions are necessary to ensure
that California ratepayers are not harmed by the merger.

DRA points out that PacifiCorp has promised a rate
reduction of 5-10% over the next four years for Utah ratepayers,
,This rate reduction is estimated as a $35 -.70 million decrease over
the four-year period. DRA believes that this rate reduction-
promised to Utah ratepayers should not be subsidized with the
savings and benefits that are more properly assigned to.other
jurisdictions such as California.

To prevent an unfair subsidy from California to Utah, DRA
recommends that the applicant should submit a proposed allocation

5
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('ethodology

to the Commission. Specifically, DRA recommends that
PacifiCorp should reconvene the Allocation committee six months1

after the merger is approved.
DRA concludes that Califaxnia ratepayers should be

indiffex'ent to the merger as long as rates and service are not
adversely affected by the proposed mexger,

V. Discussion

We approve the proposed merger on the condition that
PacifiCorp, the successox to PP&Land UPSL, forego ERAM and
attrition xate increases for the four-year period 1988 to 1991

'hilethe opportunities for substantial cost savings have been
shown by the applicant, we believe this promise of rate stability
fQx'he next four years wil l px otect Cali fornia ratepayers fx om any
unforeseen developments.

FX'om the testimony submitted by. the applicant, we axe

persuaded that the merger should yield significant savings for all
x'atepayexs of the merged utilities, The opportunity to dispatch
both utility power systems on an integrated basis will allow
pacifiCorp to match the utilities'iverse energy resouxces with
their different load needs, The applicant estimates that savings

1 The Allocation Committee should be composed. of representatives
from each state served by PacifiCorp.

2 The ERAR has a balancing account and althouqh the .applicant
stated that it would forego ERAH increases in the years 1988-1991,it may seek to xecover any undexcollections accumulated j.n the ERAM
balancing accounts after the four-year period of rate stability is
OVeX'. In Other WordS, PaoifiCOrp may attempt tO reCOVer. in 1992 Or
later years the BRAN inozeases it deferred from 3.988-1991.. Since
there is no balancing account for attrition, PacifiCorp may not
recover in latex years any attrition rate increases it gives up for
the years 1988-1991.
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methodology to the Commission . Specifically , DRA recommends that
PacifiCorp should reconvene the Allocation Committee six' months
after the merger is approved.

DRA concludes that California ratepayers should be.
indifferent to the merger as long as rates and service are not
adversely affected by the proposed merger,

V. faasion

•

We approve the proposed merger on the condition that
PacifiCorp, the successor to PP&L and UP&L, forego ERAM2 and
attrition rate increases for the four-year period 1988 to 1991.
While the opportunities for substantial cost savings have been
shown by the applicant, we believe this promise of rate stability
for the next four years will protect California ratepayers from any
unforeseen developments.

From the testimony submitted by. the applicant, we are
persuaded that the merger should yield significant savings for all
ratepayers of the merged utilities. The opportunity to dispatch
both utility power systems on an integrated basis will allow
PacifiCorp to match the utilities' diverse energy resources with
their different load needs . The applicant estimates that savings

1 The Allocation Committee should be composed of representativesfrom each state served by PacifiCorp.

2 The ERAM has a balancing account and although the applicantstated that it would forego.ERAM increases in the years 1988-1991,it may seek to recover any undercollections accumulated Ln the ERAMbalancing accounts after the four-year period of rate stability isover. In other words, PacifiCorp may attempt to recov,er.in 1992 orlater years the ERAM increases it deferred from 1988 - 1991. Sincethere is no balancing account for attrition, PacifiCorp may notrecover in later years any attrition rate increases it gives up forthe years 1988-1991.

(1
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of the merger due solely to power system operating efficiencies
will be about $ 5-9 million per year. The applicant also expects to
accrue significant benefits from wholesale sales revenues. While
the applicant does not believe these benefits to be unduly
optimistic, we do not re).y upon them here as their realization is
dependent upon the dynamics of the wholesale power market.

Me also adopt DRA's recommendation that the Allocation
Committee should be reconvened within six months of the merger's
approval- Since california ratepayers will be a small percentage
of the merged utilities'otal customers, a fair allocation among

the )urisdictions will be an important determination for this
minority group, We expect DRt to protest California's interests
through its participation on this committee.
Pindinas..oi Pact.

l. pacifiCorp Maine and Utah Power have agreed to merge into
a new entity, PacifiCorp Oregon.

The applicant alleges that total benefits of the merger
will be $ 48 million in 1988 increasing to $ l58 million in 1992,

3. The applicant estimates that power system operating
benefits of the merger will be $ 5 to $ 9 million per year,

4. California ratepayers are projected to provide only 2.S64
of PacifiCorp Oregon's total electric revenues,

5. The applicant has stated that to ensure rate stability to
California ratepayers after the merger, it will not seek an ERAH or
attrition rate increase in the four-year period 1988-1991.

6. DRA recommends that the Allocation Committee should be
reconvened within six months after the merger is approved so that
this Commission and other Commissions can determine a fair
alloCation procedure amonq the various jurisdictions.
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of the merger due solely to power system operating efficiencies
will be about $5-9 million per year. .The applicant also . expects to
accrue significant benefits from wholesale sales revenues. while
the applicant does not believe these benefits to be unduly
optimistic, we do not rely upon them here as their realization is
dependent upon the dynamics of the wholesale power market.

We also adopt OR.A's recommendation that the Allocation
Committee should be reconvened within six months of the merger's
approval. Since California ratepayers will be a small percentage
of the merged utilities' total customers, a fair allocation among
the Jurisdictions will be an important determination for this
minority group. We expect ORA to protest California's interests
through its participation on this committee.

f

1. PacifiCorp Maine and Utah Power have agreed to merge into
a new entity, Pacificorp Oregon.

2. The applicant alleges that total benefits of the merger
will be $48 million in 1988 increasing to $-158 million-in 199.2.

3. The applicant estimates that power system operating
benefits of the merger will be $5 to $9 million per year.

4. California ratepayers are projected to provide only 2.55$
of PacifiCorp Oregon's total electric revenues.

5. The applicant has stated that to ensure rate stability to
California ratepayers after the merger , it will not seek an ERAM or
attrition rate increase in the four-year period 1988-1991.

6. ORA recommends that the Allocation Committee should be
reconvened within six months after the merger is approved so that
this commission and other Commissions can determine a fair
allocation procedure among the various jurisdictions.

7
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Canclusions oi Lax
l. The proposed merger should be approved as the applicant

has shown significant, benefits may accrue to r@tepayers of both
utilities and has agreed to forego any ERAM or attrition rate
incxease from 1988 until the end of 1991.

2 ~ PacifiCorp Qxegon, the successor to PacifiCorp Raine,
should be exempted fxom provisions of the Public Utilities Code

relating to stacks and securities transactions and, the encumbrance
of utility property.

Therefore, XT XS ORDERED that:
The proposed merger between PacifiCorp Naine and Utah

Power into PacifiCorp Oregon is appxoved as recgzested in
Application 87-09-043.

2. PacifiCorp Oregon is exempt. from the provisions of the
Public Utilities Code relating to stocks and securities
transactions and the encumbrance of utility property.

3. PacifiCorp Ox'egon shall not request an EKQf or attxition
xate increase for the years 198S, 1989, 1990, and 1991. PacifiCorp
Oxegon, however, shall continue to file applicatians and advice
letters in these years so that the Commission can determine whethex
ZRAM or attrition rate decreases are appropriate.
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CojjC1'U'^fljj of

I. The proposed merger should be approved as the applicant
has shown significant benefits may accrue to ratepayers of both
utilities and has agreed to forego any ERAM or attrition rate
increase from 1988 until the end of 1991.

2. PacifiCorp Oregon, the successor to PacifiCorp Maine,
should be exempted from provisions of the Public Utilities Code
relating to stocks and securities transactions and the encumbrance
of utility property.

OR D E R

•

Therefore , IT IS ORDERED that-
I. , The proposed merger between PacifiCorp Maine and Utah

Power into PacifiCorp Oregon is approved as requested in
Application 87-09-043.

2. PacifiCorp Oregon is exempt from the provisions of the
Public Utilities Code relating to stocks and securities
transactions and the encumbrance of utility property.

3. PacifiCorp Oregon shall not request an ERAM or attrition
rate increase for the years 1988 , 1989, 1990, and 1991. PacifiCorp
Oregon, however, shall continue to file applications and advice
letters in these years so that the Commission can determine whether
ERAM or attrition rate decreases are appropriate.

8
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4. Within six months of approval of the merger, paci fiCorp
Oregon shall reconvene the Allocation Committee to determine a fair
allocation among the various jurXsdicti.ons.

This order becomes effective 30 days fram today.
Dated at San Francisco, Ca3.ifaxnia,
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4. Within six months of approval of the merger Pacific, orpOregon shall reconvene the Allocation Committee,to determine a fairallocation among the various jurisdictions.
This order becomes effective 30 days from today.
Dated , at San Francisco, California.
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EXHIBIT B

I'llLl 5

all

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UF 4000

7 In the Matter of the Application of
8

PACIFICORP and PC/UPSJ Merging Corp.
9 for an Order Authorizing the Merger

10
of PACIFICORP and UTAH POWER S LIGHT

11
COMPANY into PC/UPSJ MERGING CORP. (to

12
be renamed PacifiCorp upon completion

13
of the merger), and Authorizing the

14
Issuance of Securities, Assumption of

15
Obligations, Adoption of Tariffs, and

16
Transfer of Certificates of Public

17
Convenience and Necessity, Allocated

18
Territory, and Authorizations in

19
Connection Therewith.

20

) STIPULATION

21

22

23

25

The staff of the Public Utility Commission of Oregon

(Staff), appearing by and through its attorney, W. Benny Won,

Assistant Attorney General, and PacifiCorp and PC/UPSJ Merging
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1 Corp. (Applicants or Pacific), appearing by and through their
2 attorney, James F. Fell, Attorney at Law, (jointly, Parties)
3 hereby stipulate as follows:

I. Aaerovals Reauested

The Applicants have filed an Application (Application)
8 with the Public Utility Commission of Oregon (Commission)

9 requesting the Commission's order:

10

1. Authorizing the merger of PacifiCorp (PacifiCorp
12 Maine) and Utah Power S Light Company (Utah Power) with
13 and into PC/UPKJ Merging Corp., an Oregon corporation
14 to be renamed PacifiCorp upon the closing of the merger

(PacifiCorp Oregon), in accordance with an Agreement and

16 Plan of Reorganization and Merger among PacifiCorp Maine,

Utah Power, and PacifiCorp Oregon, dated August 12, 1987

(Merger Agreement), pursuant to ORS 757.480;

19

20 2. Authorizing the issuance by PacifiCorp Oregon of

shares of its common and preferred stocks upon conversion

of the outstanding shares of common and preferred stock of

PacifiCorp Maine and Utah Power, in accordance with the terms

of the Merger Agreement, pursuant to ORS 757.410;
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Corp. (Applicants or Pacific), appearing by and through their

attorney, James F. Fell, Attorney at Law, (jointly, Parties)

hereby stipulate as follows:

I. Approvals Requested

The Applicants have filed an Application (Application)

with the Public Utility Commission of Oregon (Commission)

requesting the Commission' s order:

1. Authorizing the merger of PacifiCorp (PacifiCorp

Maine) and Utah Power & Light Company (Utah Power) with

and into PC/UP&L Merging Corp., an Oregon corporation

to be renamed PacifiCorp upon the closing of the merger

(PacifiCorp Oregon ), in accordance with an Agreement and

Plan of Reorganization and Merger among PacifiCorp Maine,

Utah Power, and PacifiCorp Oregon , dated August 12, 1987

(Merger Agreement ), pursuant to ORS 757.480;

2. Authorizing the issuance by PacifiCorp Oregon of

shares of its common and preferred stocks upon conversion

of the outstanding shares of common and preferred stock of

PacifiCorp Maine and Utah Power, in accordance with the terms

of the Merger Agreement, pursuant to ORS 757.410;
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1 3. Authorizing the assumption by PacifiCorp Oregon of

all debt obligations of PacifiCorp Maine and Utah Power out-

standing at the time of the merger, pursuant to ORS 757.440,

4 and the continuation or creation of liens in connection

therewith, pursuant to ORS 757.480;

7 4. Authorizing the transfer to PacifiCorp Oregon of all

certificates of public convenience and necessity of PacifiCorp

Maine, pursuant to ORS 758.015;

10

14

5. Authorizing the transfer to PacifiCorp Oregon of all

rights to allocated territory granted to PacifiCorp Maine,

pursuant to ORS 758.460;

15 6. Authorizing the adoption by PacifiCorp Oregon of

all tariff schedules and service contracts of PacifiCorp Maine

on file with the Commission and in effect at the time of the

merger, pursuant to ORS 757.205;

20 7. Authorizing the transfer to PacifiCorp Oregon

of all Commission authorizations and approvals granted to

PacifiCorp Maine for transactions with controlled corporations

or affiliated interests, pursuant to ORS '757.490 and 757.495;

24

25 8. Authorizing the transfer to PacifiCorp Oregon of
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3. Authorizing the assumption by PacifiCorp Oregon of

all debt obligations of PacifiCorp Maine and Utah Power out-

standing at the time of the merger , pursuant to ORS 757.440,

and the continuation or creation of liens in connection

therewith , pursuant to ORS 757.480;

4. Authorizing the transfer to PacifiCorp Oregon of all

certificates of public convenience and necessity of PacifiCorp

Maine , pursuant to ORS 758.015;

5. Authorizing the transfer to PacifiCorp Oregon of all

rights to allocated territory granted to PacifiCorp Maine,

pursuant to ORS 758.460;

6. Authorizing the adoption by PacifiCorp Oregon of

all tariff schedules and service contracts of PacifiCorp Maine

on file with the Commission and in effect at the time of the

merger , pursuant to ORS 757.205;

7. Authorizing the transfer to PacifiCorp Oregon

of all Commission authorizations and approvals granted to

PacifiCorp Maine for transactions with controlled corporations

or affiliated interests , pursuant to ORS 757.490 and 757.495;

8. Authorizing the transfer to PacifiCorp Oregon of
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all Commission authorizations and approvals for the issuance

2 of securities by PacifiCorp Maine which have not been fully

3 utilized, pursuant to ORS 757.410; and

5 9. Directing that upon the merger PacifiCorp Oregon

shall succeed to all of the rights and responsibilities of

7 PacifiCorp Maine under the public utility laws of the State of

8 Oregon and the orders of the Commission.

10 XI. Basis of Stioulation

12 The Staff has reviewed the Application, Pacific's

13 prefiled testimony and exhibits, and responses to discovery

14 in this and other jurisdictions, and has conducted its own

15 studies and investigation. The Staff has determined that the

16 proposed merger would be in the public interest of the State

of Oregon, provided that the terms of this Stipulation are

adopted. The Parties enter into this Stipulation voluntarily

to resolve matters not in dispute among them and to expedite

the orderly conduct and disposition of this proceeding.

21

III. Aoeroval Recommendation

24 The Parties recommend approval of the Application subject

to Section IV of this Stipulation. Subject to Section IU, the
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all Commission authorizations and approvals for the issuance
of securities by PacifiCorp Maine which have not been fully
utilized , pursuant to ORS 757 . 410; and

9. Directing that upon the merger PacifiCorp Oregon
shall succeed to all of the rights and responsibilities of
PacifiCorp Maine under the public utility laws of the State of
Oregon and the orders of the Commission.

II. Basis nf

The Staff has reviewed the Application, Pacific's
prefiled testimony and exhibits, and responses to discovery
in this and other jurisdictions, and has conducted its own
studies and investigation . The Staff has determined that the
proposed merger would be in the public interest of the State
of Oregon , provided that the terms of this Stipulation are
adopted . The Parties enter into this Stipulation voluntarily
to resolve matters not in dispute among them and to expedite
the orderly conduct and disposition of this proceeding.

III. Angrov a-1

The Parties recommend approval of the Application subject
to Section IV of this Stipulation. Subject to Section IV, the
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1 Parties specifically agree that the Merger Agreement and all

2 transactions proposed in the Application are in the public

3 interest and meet the requirements of the applicable Oregon

4 statutes. To the extent the Application and this Stipulation

5 conflict, this Stipulation shall govern.

IV. Terms of Aaaroval

9 The terms of this Section shall apply to the approvals

10 requested by Pacific. These terms are intended to ensure

ll that (i) the proposed merger does not harm Pacific's Oregon

12 customers, (ii) Pacific's Oregon customers receive a fair
13 allocation of merger benefits, and (iii) Pacific's Oregon

14 customers do not subsidize benefits provided to Utah Power's

15 customers.

16

A. Exhibits to Stimulation

1S

19 The following exhibits to Pacific's prefiled
20 testimony are attached as Exhibits to this Stipulation, as

they apply to the terms contained herein:

22

23

24

25

l. Exhibit l, entitled Pacific Power 8 Light

Company-Utah Power 5 Light Company, Con-

solidated Operating Benefits (Docket No.
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transactions proposed in the Application are in the public

interest and meet the requirements of the applicable Oregon

statutes . To the extent the Application and this Stipulation

conflict , this Stipulation shall govern.

IV. Terms v

The terms of this Section shall apply to the approvals

requested by Pacific . These terms are intended to ensure

that ( i) the proposed merger does not harm Pacific's Oregon

customers , ( ii) Pacific's Oregon customers receive a fair

allocation of merger benefits, and (iii ) Pacific's Oregon

customers do not subsidize benefits provided to Utah Power's

customers.

A. Exh i bits to 6ti 1pul a ion

The following exhibits to Pacific ' s prefiled

testimony are attached as Exhibits to this Stipulation, as

they apply to the terms contained herein:

1. Exhibit 1, entitled Pacific Power & Light

Company-Utah Power & Light Company, Con-

solidated Operating Benefits (Docket No.
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UF 4000, Exhibit No. 4, pages l through 10,

Witness: F. D. Reed); and

2. Exhibit 2, entitled Estimated Power Supply

Savings from Merger (Docket No. UF 4000,

Exhibit No. 8.1, Witness: D. P. Steinberg).

8 For purposes of this Stipulation, the years 1988 through l992

9 as used in Exhibits l and 2 shall refer to calendar years l
10 through 5 following the closing of the merger, as provided in

11 Section V of this Stipulation.

12

B. Reportina Recuirements

14

15 The Parties acknowledge that Pacific'ubmits semi-

16 annual regularly results of operationa to the Cossaission.

17 The semi-annual reports contain information requested by the

18 Staff, as modified from time to time. Pacific agrees that

19 following the merger these reports as well as all general

20 rate applications and Commission show-cause actions will
demonstrate the effects of the merger on the various items

referred to in Exhibits l and 2 to this Stipulation, as well

as additional items for which benefits have been achieved but

~4 which have not been currently identified. Detailed workpapers

shall be supplied that separately illustrate the savings
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2. Exhibit 2, entitled Estimated Power Supply

Savings from Merger (Docket No . UF 4000,

Exhibit No. 8.1, Witness : D. P. Steinberg).

For purposes of this Stipulation , the years 1988 through 1992
as used in Exhibits 1 and 2 shall refer to calendar years 1
through 5 following the closing of the merger , as provided in
Section V of this Stipulation.

B . Beoer t inu Rev i t m

The Parties acknowledge that Pacific submits semi-
annual regulatory results of opezations,. to. the Commission .
The semi-annual reports contain information requested by the
Staff, as modified from time to time. Pacific agrees that

following the merger these reports as well as all general

rate applications and Commission show-cause actions will

demonstrate the effects of the merger on the various items

referred to in Exhibits 1 and 2 to this Stipulation, as well

as additional items for which benefits have been achieved but

which have not been currently identified. Detailed workpapers

shall be supplied that separately illustrate the savings
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1 depicted in Exhibits 1 and 2, as well as other identified
2 categories, and how they affect Oregon )urisdictional
3 results. Initial reports shall include:

10

l. A: showing of the consolidated operating merger

benefits achieved for each category identified
in Exhibits l and 2 to this Stipulation, as well

as additional categories for which benefits have

been achieved but which have not been currently

identified or quantified. The showing shall be

supported by detailed workpapers.

12

13 2. A showing of the Oregon allocated merger

14

15

16

17

18

19

20

21

23

25

operating benefits achieved for each category

identified in Exhibits l and 2 to this

Stipulation, as well as additional categories

not currently specified for which benefits have

been achieved. All «Xlocaticm- methods empl'eyed

shall be clearly described and supported by

4etailecL workpapexs. Xn demonstrating power

supply benefits, Pacific shaX'X proVide a study

showing net power supply costa-for Pacific and

Utah Power sep«rately as if the merger had not

occurred and net power supply costs for the

merged company.
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depicted in Exhibits 1 and 2 , as well as other identified

categories , and how they affect Oregon jurisdictional

results. Xnitial reports shall include:

1. A showing of the consolidated operating merger

benefits achieved for each category identified

in Exhibits 1 and 2 to this Stipulation, as well

as additional categories for which benefits have

been achieved but which have not been currently

identified or quantified. The showing shall be

supported by detailed workpapers.

2. A showing of the Oregon allocated merger

operating benefits achieved for each category

identified in Exhibits 1 and 2 to this

Stipulation, as well as additional categories

not currently specified for which benefits have

been achieved . All allocation- methods employed

shall be clearly described and supported by

detailed workpapers . In demonstrating power

supply benefits, Pacific whal°l pro^ride a study

showing net power supply costs- for Pacific and

Utah Power separately as, if the merger had not

occurred and net power supply costs for the

merged company.
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3. A statement of Pacific's then current bond

ratings and an explanation of the rationale for

any change in the ratings (from the currently

acknowledged Standard and Poors, A-; Moody's,

A3; Duff 8 Phelps, 7) subsequent to the merger.

10

12

13

14

16

4. A schedule of Pacific's preferred stock and

debt series that delineates separately

pre-merger Pacific preferred stock and debt

series, pre-merger Utah Power preferred stock

and debt series, and post-merger preferred

stock and debt series. Recapitalizations of

pre-merger preferred stock or debt series shall

be included in the post-merger preferred stock

and debt series and clearly identified as

recapitalizations.

18

19

20

21

22

23

24

5. ArCeaexiytioa of.. all Iaa jar post-Iaergea aMitions

to yeneraticm aad a~tasL transmission plant and

i'excited system facilities, including the cost of

each"addition. For purposes of this paragraph,

major additions shall be determined based upon

Pacific's currently applicable budgetax'y

criteria, a statement of which is attached as

Exhibit 3 to this Stipulation.
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3. A statement of Pacific ' s then current bond

ratings and an explanation of the rationale for

any change in the ratings ( from the currently

acknowledged Standard and Poors , A-; Moody's,

A3; Duff & Phelps , 7) subsequent to the merger.

4. A schedule of Pacific ' s preferred stock and

debt series that delineates separately

pre-merger Pacific preferred stock and debt

series, pre-merger Utah Power preferred stock

and debt series, and post -merger preferred

stock and debt series. Recapitalizations of

pre-merger preferred stock or debt series shall

be included in the post-merger preferred stock

and debt series and clearly identified as

recapitalizations.

5. AF+derscrrption of .11 major past-merger : additions

to generation and system transmission plant and

related system facilities, including the cost of

each"'addition . For purposes of this paragraph,

major additions shall be determined based upon

Pacific's currently applicable budgetary

criteria , a statement of which is attached as

Exhibit 3 to this Stipulation.
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C. Allocation of Neraer Costs and Benefits

Pacific agrees to iaitiate an allocation committee

4 consisting of representatives from ski-appropriate regulatory

5 juxis4ictions of the merged comygyg".within: six weeks;-.after the

6 merger has been approved by all authorities. The function of

7 this committee will be to develop just and reasonable methods

8 for the allocation of joint costs and benefits of the merger.

9 The Staff and Pacific agree to paftfCfpate M %he cosanitteN'.fn

10 good faith, although neither shall he bound by this Stipulation

1], to accept the recommendations of such committee. Until the

12 Staff and Pacific agree on final methods for the allocation of

13 joint costs and benefits of the merger and until the Commission

14 adopts such methods, the Parties agree that. the-geseral guide-

15 ?Hfes for alIocatioy merger costs- and benefits'-spec;ified below

16 shall be adhere@- te'n'acific's general rata applications or

17 CommfSafOe:-'a~caeae= actions. These guidelines are general

18 in nature and are intended only to be used for determining

19 the share of merger costs and benefits allocable to Pacific's

20 Oregon customers. TNese guidelines de not take into con-

21 sideration factors that may be significant te Pacific's other

22 jurisdictions, to Utah Power's jurisdictions . pr to the

23 development of consensus among all jurisdictions.

24

25 l. Pre-merger general~ and traasmiacion
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C . A l l oc at ion of Me rce r rg sts and Benef i ts

Pacific agrees to initiate an allocation committee

consisting of representatives from a-11-appropriate regulatory

jurisdictions of the merged comps j^withjn.: siz week&;after the

merger has been approved by all authorities. The function of

this committee will be to develop just and reasonable methods

for the allocation of joint costs and benefits of the merger.

The Staff and Pacific agree to pattictpste•-fn'the eommIttea.tn

good faith, although neither shall be bound by this Stipulation

to accept the recommendations of such committee. Until the

Staff and Pacific agree on final methods for the allocation of

joint costs and benefits of the merger and until the Commission

adopts such methods, the'•Parties agree that.' thw-general guide-

lives for allocating merger costs and benefits= specified below

shall be: adhered- to° in.. Pacific's general rate applications or

Commfsstow' s cause actions . These guidelines are general

in nature and are intended only to be used for determining

the share of merger costs and benefits allocable to Pacific's

Oregon customers . These guidelines do not-take Into con-

sideration factors that may be significant to Pacific ' s other

jurisdictions , to Utah Power ' s jurisdictions,.or to the

development of consensus among all jurisdictions.

1. Pre-merger generati and transmission
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10

12

facilities of Pacific and Utah Power shall

remain the responsibility of and shall be

assigned directly to the Pacific Power and Ut,ah

Power divisions, respectively. Pre-merger

facilities of this nature shall be comprised of

facilities not occasioned by consideration of

the merger included in plant in service as of

December 31, 1988,'facilities budgeted.-.as of

August 12, 1987, plus repla ts, aMkt'tons

and betterments that do not, result in appreciable

changes to ezistinq qeneration or system trans-

mission plant.

13

14

15

18

19

20

2. Post-Iaerger additive: to: generation and system

txasaeissiozr plant" aeC'. mXsted system facilities
due to the merge+ lhasa:.he allocated between the

Pagikic Poerez'nd; Utah. Power divisions on an

-,aeektehRe: befsie -thaW ia". h'eeet on. sound economic

principles and is mutually agreeable to the

Staff and Pacific.

21

22

23

24

3. Net po~er cost changes due to the merger shall

be allocated on aa equitable basis that is

mutually agreeable to Staff and Pacific. The

allocation method shall embody the principle,
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facilities of Pacific and Utah Power shall

remain the responsibility of and shall be

assigned directly to the Pacific Power and Utah

Power divisions , respectively'. Pre-merger

facilities of this nature shall be comprised of

facilities not occasioned by consideration of

the merger included in plant in service. as of

December 31, 1988 ," facilities budgeted-. as,of

August 12, 1987, plus replacements , additions•

and betterments that do not result in appreciable

changes to existing generation or system trans-

missi on plant.

2. Post-merger addittoas°,t ;generation and system

transmission :plent ` and related system . facilities

due. to,, the merger, shoo-I- _b,: allocated between the

Pari#ic Power, and Utah. Power divisions on an

- heb2e beaf s -ths C- based. on- sound economic

principles and is mutually agreeable to the

Staff and Pacific.

3. Net power cost changes due to the merger shall

be allocated on an equitable basis that is

mutually agreeable to Staff and Pacific. The

allocation method shall embody the principle,
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but not necessarily the practice, of Pacific's

Allocation Notes l and lA. Net. power cost

changes due to the merger shall be determined

based on the results of studies showing net

power costs for Pacific and Utah Power separately

as if the merger had not, occurred and net power

costs for the merged company.

10

13

14

15

4. 'Ottfe'r,.cost changes due to the merger shall he.

all'ocated using equitable- allocation methods that

(i) embody the principle that incurred costs and

benefits follow the cause of such costs and

benefits and (ii) are mutually agreeable to the

Staff and Pacific. For ezample:

16

17

19

2Q

22

(a) '~osomle develoyeant costa that can

Se Cfreetly aaaieewR to each operating

5%vkefen'han? be so assigned'. Such costs

that cannot be directly assigned shall be

allocated by a method that is mutually

agreeable to the Staff and Pacific.

23 (b) Manpower costs shall be directly accounted

f'r by operating division as much as

yrecticable. For centralized functions,
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but not necessarily the practice , of Pacific's

Allocation Notes 1 and 1A. Net power cost

changes due to the merger shall be determined

based on the results of studies showing net

power costs for Pacific and Utah Power separately

as if the merger had not occurred and net power

costs for the merged company.

4. 'bthr -cost changes due to the merger shall be-

allocated using equitable- allocation methods that

(i) embody the principle that incurred costs and

benefits follow the cause of such costs and

benefits and (ii ) are mutually agreeable to the

Staff and Pacific. For example:

(a) Zonom#, c development costa- that can

'be dire ctl7-• aasi.gae. to, each operating

d'ivision' shall be' so "signed". Such costs

that cannot be directly assigned shall be

allocated by a method that is mutually

agreeable to the Staff and Pacific.

(b) Kanpower costs shall be directly accounted

for by operating division as much as

practicable . For centralized functions,
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manpower costs shall be allocated by a method

that is mutually agreeable to the Staff and

Pacific.

10

(c) Costs attributable to administrative

eoNLbinations shall, in general, be

accounted for at the consolidated total

system level and allocated between the

Pacific Power and Utah Power divisions by

a method that is mutualIy agreeabXe .to the

Stafk aa@.-kaeiHc. Costs referred to in

13

15

this paragraph include those in areas such

as group welfare plans, computer systems,

legal expense, insurance, and financial

services.

16

17

18

19

20

21

(d) Coats oceaWone4- by'ha merger shall

ha direct?y ass'iesed to. each operating

divisioa ~ 'applicable. All other costs

occasioned by the merger shall be pooled

and allocated by a method that is mutually

agreeable to the Staff and Pacific.

25

5. Wherever these guidelines require mutual

agreement between the Staff and Pacific, if
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manpower costs shall be allocated by a method

that is mutually agreeable to the Staff and

Pacific.

(c) Costs attributable to administrative

combinations shall, in general, be

accounted for at the consolidated total

system level and allocated between the

Pacific Power and Utah Power divisions by

a method that iii mutually agreeable. to the

Stalt- and -Pacific . Costs referred to in

this paragraph include those in areas such

as group welfare plans , computer systems,

legal expense , insurance , and financial

services.

(d) Coats occaaioneduby the; merger shall

be directly assigned: to. each operating

division ire: applicable . All other costs

occasioned by the merger shall be pooled

and allocated by a method that is mutually

agreeable to the Staff and Pacific.

5. Wherever these guidelines require mutual

agreement between the Staff and Pacific, if
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the Staff and Pacific are unable to agree after

reasonable efforts to do so, the method of

allocation shall be determined hy the Commission

based upon the guidelines in this Subsection C.

6 -PeeÃie-:Whee=-that hatt «h«xehoMexs «heD-. a«aeaa. all risks

th~"~-sesult from lese thaN':-4oii.sy«teza co«t.. recovery,if

8 inte~ivi«ioeeX'XXoeation methods Sit'fee- s~ag the -merged

9 company'. s ..varioes'uxiahicWons .

10

The provisions of this Subsection C apply only

12 to the allocation of merger costs and benefits between the
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the Staff and Pacific are unable to agree after

reasonable efforts to do so , the method of

allocation shall be determined by the Commission

based upon the guidelines in this Subsection C.
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The provisions of this Subsection C apply only

to the allocation of merger costs and benefits between the

Pacific Power and Utah Power divisions. AEI; oe r ;Within

the Pacific ^Pzwer, division s fia; !l'°bwYaq
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D . F+ r Ra te Q ses
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haaar noVo rred1. More specifically, Pacific agrees as

follows:
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l. &ce~rgerUtah power rate h«se assets shall be

eaeXMcei'rom calculations of" P«cific's rate

base assail devote@ to serve Oregon customers..

2. ~'the end of the second'iaitr oF'«lendar

yeC,. X%5K Pacific shall file with the

Commission a general rate case using a fully
normalized test period based upon Pacific's

December 1988 semi-annual report. This filing
will include pro forma adjustments to reflect

estimated merger benefits shown on Exhibit l
as allocated to the State of Oregon, for the

portions of calendar years 1 and 2 within the

12-month period ending June, 1990, as well as

all known major costs and revenue changes.

= ~~MZa~~hee.-eq~~~4e":effe&-«ey'verall

'"'~%AM-.4RR1
acknowledge that, notwithstanding the

rate-making commitments in this paragraph,

Pacific may propose price adjustments (upward or

downward) among or within various customer

groups.

3. Staff reserves the right to propose adjustments
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1• Pre-merger Utah Power rate base assets shall be

ezclnded%from calculations. of Pacific's rate

base assets" devoted, to• serve. Oregon customers..

2. the end of the seconquartr : vf"'•,ca•lendar

y t iflf;' Pacific shall file with the

Commission a general rate case using a fully

normalized test period based upon Pacific's

December 1988 semi - annual report.. This filing

will include pro forma adjustments to reflect

estimated merger benefits shown on Exhibit 1

as allocated to the State of Oregon , for the

portions of calendar years 1 and 2 within the

12-month period ending June , 1990 , as well as

all known major costs and revenue changes.

,9 a.the&--ag , wb.,,t:z^effect"- anr ..overa 11

M"ToNew o or y .prior to

to"WRIMIRIF dW ea "` l9•^'6^ The Parties

acknowledge that , notwithstanding the

rate-making commitments in this paragraph,

Pacific may propose price adjustments ( upward or

downward ) among or within various customer

groups.

3. Staff reserves the right to propose adjustments
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to Pacific's embedded debt and preferred stock

costs in future rate proceedings. Pacific shall

be given an opportunity to oppose any such

adjustments.

10

4. Pacific agrees that a method of establishing

common equity costs that relies upon the use of

comparable companies will be used in future rate

proceedings during calendar years l through 5.

E. Aareements Reaardina Soecific Aaorovals

13 With regard to the specific approvals requested in

14 its Application, Pacific represents and agrees as follows:

15

16

18

19

20

1. Pacific shall demonstrate, when necessary, that

the operation of the merged company does not

negate the basis for existing certificates of

public convenience and necessity.

21 2. Tariffs on file with the Commission at the

23

24

25

time of action on this merger docket shall be

the same tariffs in force after the merger is

consummated, except for changes specifically

approved by the Commission.
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to Pacific ' s embedded debt and preferred stock

costs in future rate proceedings . Pacific shall

be given an opportunity to oppose any such

adjustments.

4. Pacific agrees that a method of establishing

common equity costs that relies upon the use of

comparable companies will be used in future rate

proceedings during calendar years 1 through 5.

E . Aa reeme*± s Reaard i na Spec i f i c Aooreval

With regard to the specific approvals requested in

its Application, Pacific represents and agrees as follows:

1. Pacific shall demonstrate , when necessary, that

the operation of the merged company does not

negate the basis for existing certificates of

public convenience and necessity.

2. Tariffs on file with the Commission at the

time of action on this merger docket shall be

the same tariffs in force after the merger is

consummated , except for changes specifically

approved by the Commission.
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10

3. The terms and conditions of pre-merger existing

affiliated interest and/or controlled

corporation contracts approved by the Commission

shall be unchanged in all material respects

at the time of the merger, except for changes

specifically approved by the Commission. As

required by ORS 757.490 and 757.495, Pacific

shall promptly file new affiliated interest

or controlled corporation contracts that are

occasioned as a result of the merger.

12

13

14

15

16

17

18

19

20

4. The information contained in the Application

regarding the shares of PacifiCorp Oregon common

stock to be issued upon the merger shall be

unchanged in all material respects at the time

of the merger. Further, Pacific agrees that if
the issuance of additional shares must be made

to accomplish the merger, it shall promptly

amend its Application for approval to do so.

21

23

25

5. Pacific agrees to promptly file with the

Commission Pacific's and Utah Power's

Forms lO-K, lO-Q, and 8-K filed with the

Securities and Exchange Commission prior to

the date the Commission issues its Order in this
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3. The terms and conditions of pre-merger existing

affiliated interest and/or controlled

corporation contracts approved by the Commission

shall be unchanged in all material respects

at the time of the merger , except for changes

specifically approved by the Commission. As

required by ORS 757.490 and 757 . 495, Pacific

shall promptly file new affiliated interest

or controlled corporation contracts that are

occasioned as a result of the merger.

4. The information contained in the Application

regarding the shares of PacifiCorp Oregon common

stock to be issued upon the merger shall be

unchanged in all material respects at the time

of the merger . Further, Pacific agrees that if

the issuance of additional shares must be made

to accomplish the merger , it shall promptly

amend its Application for approval to do so.

5. Pacific agrees to promptly file with the

Commission Pacific' s and Utah Power's

Forms 10-K, 1O-Q, and 8-K filed with the

Securities and Exchange Commission prior to

the date the Commission issues its Order in this
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matter. If, subsequent to the Commission Order,

Pacific or Utah Power files with the Securities

and Exchange Commission a Form lO-K, lO-Q, or

8-K that reflects merger-related contingent

liabilities not considered at the time of the

Commission's decision, such information shall be

reported to the Commission.

10

6. Pacific accepts all the terms and conditions

attached to the existing authorizations by the

Commission for the issuance of securities.

12

13 F. Modification of Terms

14

15 The terms of this Section IV may be modified by

16 mutual agreement between the Staff and Pacific and upon

17 approval of such modification by the Commission, subject to

18 the applicable laws of the State of Oregon and rules and

19 procedures of the Commission regarding notice, opportunity

20 for comment or hearing, and agency decision-making.

22 V. Term of Stioulation

23

24 The terms of Section IV of this Stipulation shall be

effective for a period of five calendar years from the date
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matter . If, subsequent to the Commission Order,

Pacific or Utah Power files with the Securities

and Exchange Commission a Form 10-K, 10-Q, or

8-K that reflects merger - related contingent

liabilities not considered at the time of the

Commission ' s decision , such information shall be

reported to the Commission.

6. Pacific accepts all the terms and conditions

attached to the existing authorizations by the

Commission for the issuance of securities.

F . Modi ficat ion of Term s

The terms of this Section IV may be modified by

mutual agreement between the Staff and Pacific and upon

approval of such modification by the Commission, subject to

the applicable laws of the State of Oregon and rules and

procedures of the Commission regarding notice , opportunity

for comment or hearing , and agency decision-making.

V . Term of Sti pu lation

The terms of Section IV of this Stipulation shall be

effective for a period of five calendar years from the date
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1 of the closing of the merger.

3 VI. Parties'ecommendation

5 The Parties recommend that the Commission adopt this

6 Stipulation in its entirety, The Parties have negotiated

7 this Stipulation as an integrated document. Accordingly,

8 if the Commission rejects all or any material portion of

9 this Stipulation, each Party reserves the right, upon

1Q written notice to the Commission and all parties to this

proceeding within 15 days of the date of the Commission's

12 order, to withdraw from the Stipulation and request an

13 opportunity for the presentation of additional evidence

14 and argument.

15

16 VII. Effect af the Stipulation

17

18 The Parties understand that this Stipulation is

19 not binding on the Commission in ruling on the Application

20 and does not foreclose the Commission from dealing with

21 other merger issues that are raised by other parties to

22 this proceeding. Except as provided in Section IU.F. of

this Stipulation, to the extent this Stipulation affects

24 future rate proceedings, the Parties agree to recommend no

actions by the Commission contrary to the terms set forth
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of the closing of the merger.

VI. P tiLaXILU

The Parties recommend that the Commission adopt this

Stipulation in its entirety. The Parties have negotiated

this Stipulation as an integrated document. Accordingly,

if the Commission rejects all or any material portion of

this Stipulation, each Party reserves the right, upon

written notice to the Commission and all parties to this

proceeding within 15 days of the date of the Commission's

order, to withdraw from the Stipulation and request an

opportunity for the presentation of additional evidence

and argument.

VII.

The Parties understand that this Stipulation is

not binding on the Commission in ruling on the Application

and does not foreclose the Commission from dealing with

other merger issues that are raised by other parties to

this proceeding . Except as provided in Section IV.F. of

this Stipulation, to the extent this Stipulation affects

future rate proceedings , the Parties agree to recommend no

actions by the Commission contrary to the terms set forth
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1 in this Stipulation.

Dated this ~~day of March, 1988.

James F. Fell
Attorney at Law

For Applicants

N. denny Non
Asst. Attorney General

For Oregon PUC Staff

11 ah/5476H

13

14

16

18

19

20

22

23

24.

2S

Page/19

1 in this Stipulation.

Dated this ~~day of March, 1988.

James F. Fell
Attorney at Law

For Applicants

N. denny Non
Asst. Attorney General

For Oregon PUC Staff

11 ah/5476H

13

14

16

18

19

20

22

23

24.

2S

0

• Page/19

•

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24,

25

i n this Stipulation.

Dated this _ day of March, 1988.

James F. Fell
Attorney at Law
For Applicants

W. enny Won
Asst . Attorney General
For Oregon PUC Staff

ah/5476H
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Stipulation
Exhibit l

PACIFIC tOMER i LIQfT CONtiÃY
UTlH tNCR C LIQfT CMP1HT

CONSOLI DRTED OFERATINQ BENEFITS*
(Nilliona Of Oollera)

I

Reduced Conatruction 2

Economic Development

1chninia tre tive Coahine tiona 4

Manpower Efficiencies 5

~Pover Supply
6

Total lenefita

1 2 11 17

10

20 20 20 20

20 30 42 53

&iB 118

19bb 1969 1990 1991

S 1 0 3 0 S 0 I 011

* Notea attached.
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PACIFIC POWER A LIaNT COMPANY
UTAH POWER i LIG T COMPANY

• CONSOLIDATED OPERATING $VNtl1TS*
(Millions Of Dollars)

is

120 UL9 1t^3 1'^3. 1!

Reduced Construction 2
i 1 t 3 f S $ a 1 11

Economic Development3 1 2 i 11 17

Administrative Combinations
4

Is 20 20 20 20

Manpower Efficiencies5 10 20 30 42 53
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Total lenefits

1? US J-0 -4-7 ^U
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* Notes attached.
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Consolidated Operating Senefits are shovn on a calendar year
hasis, assuming the merger is consummated January 1, 1S88.

Note f 2 1 Reduced Construct ion

Pacific Pover

Removals or Deferrals bevond 1992

The folloving fossil prof acts vhich vere part of Pacif ic's 1987
construction program vill he avoi4ed or delayed past 1SSC under
the combined system: Jim Sridger Units 1, 2 an4 4 turbine
upgrades, Jim Sridger Units 1, 2, an4 3 cooling tovers, Jim
Sridger Unit 4 economixer, and the Centralia cooling tover.

Pro(acts Added to the Plan:

The need for additional transmission capacity for the merged
system vill necessitate the huil4ing of the folloving addi-
tional transmission prof acts! Naughton-Jim Sridger 230 kV
line, Riverton and Rock Springs capacitors, and the Naughton
phase shifter.
Rescheduled and Adjusted Kxistina Pro1ects

The South Trona to Monument line and Firehole substation are
expected to he moved from 1S89 to 194$ to meet additional
capacity needs. Znformation Management prof ects, Wyoming and
Washington fossil projects, and Wyoming microvaves vill he
reduced due to efficiency savings in the merger.

Utah Pover

Although it is premature to specifically identify all of the
construction profects vhich vill he specifically altered, as a
result of the merger, hetveen the tvo companies, it is estimat-
e4 there vill he a reduction of 414 million Production, 51
million Transmission, 034 million Distrihution, and $ 14 million
Ceneral Plant. This, of course, is offset by a44itions for
transmission interconnections hetveen the tvo systems of 0$
million in 19$ $ through 1992.

Note P3 l - Economic Qevelaement

Pacific has had an active and expanding economic development
program for several years.
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Consolidated Operating Benefits are shown on a calendar year
basis, assuming the merger is consummated January 1, 1988.

0

Note j,^1_ SL--Construction

Paei f ie Pover

Removals or 2eferrals-22=1 1292

The following fossil projects which were part of Pacifics 1987
construction program will be avoided or delayed past 1992 under
the combined system : Jim Bridger Units 1, 2 and 4 turbine
upgrades , Jim Bridger Units 1, 2, and 3 cooling towers, Jim
Bridger Unit 4 economizer , and the Centralia cooling tower.

The need for additional transmission capacity for the mergedsystem will necessitate the building of the following addi-tional transmission projects: Naughton-Jim Bridger 230 kV
line, Riverton and Rock Springs capacitors , and the Naughtonphase shifter.

The South Trona to Monument line and Firehole substation areexpected to be moved from 1989 to 1988 to meet additionalcapacity needs. Information. Management projects, Wyoming andWashington fossil projects , and Wyoming microwaves will bereduced due to efficiency savings in the merger.

Although it is premature to specifically identify all of theconstruction projects which will be specifically altered, as aresult of the merger, between the two companies , it is estimat-ed there will be a reduction of $14 million Production, $1million Transmission , $ 34 million Distribution , and $18 millionGeneral Plant . This, of course , is offset by additions fortransmission interconnections between the two systems of $8million in 1988 through 1992.

gets (11 M.,.rconDmic Development

Pacific has had an active and expanding economic developmentprogram for several years.
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while this program has been successful, the nature of the
service territory limits its competitiveness for proiects.

larger and sore diverse service territory vill sake the
combined companies more competitive for such projects than
Pacific alone.

There are significant economies of scale in economic develop-
ment activities. The combined companies vill be able to market
sore than tvice the geographic area for about a 50 percent
increase in expenditures.

UPSL is )ust starting its economic development program. The
merger vill allov them to avoid most of the start-up and
learning curve expenses usually associated vith a nev program.

Pacific has established a specific set of economic development
goals (see Attachment 1). These vere set using the results of
the Company's 20 volume Target Industry Stu4y, combined vith an
empirical evaluation of knovn opportunities. These goals are
being further refine4 vith the Site Economic Xva'luation Data
Sase (SEED) also developed by the Company.

ln order to develop a preliminary assessment of economic
development benefits of the merger, Pacific revieved its ovn
analysis an4 research. Discussions have been held vith UPIL
marketing personnel regarding the potential for economic
development in their service territory.
An assessment of economic development benefits vas sa4e )ointly
by Pacific Pover and Utah Pover. While there are a number of
specific assumptions, the most important is that after a ramp
up period the a4ded economic 4evelopment potential of the Utah
Pover service territory after the serger is roughly proportion-
ate to that of Pacific's (see Attachment 2).
After the merger is complete the combined companies vill
perform a comprehensive evaluation of economic development
potential in the current Utah Pover service territory. This
vill, in all probability, 4rav on the sethodology and results
of the Pacific Pover Target Industry an4 sXKD studies.

This assessment includes only the benefits Crom increased
electric sales. Tt 4oea not include increased tax revenues to
state and local government or any of the other positive results
of economic grovth and 4iversification resulting Crom these
activities.
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While this program has been successful , the nature of the
service territory limits its competitiveness for projects.

A larger and more diverse service territory will sake the
combined companies more competitive for such projects than
Pacific alone.

There are significant economies of scale in economic develop-
ment activities. The combined companies will be able to market
more than twice the geographic area for about a 50 percent
increase in expenditures.

UP&L is just starting its economic development program. The
merger will allow them to avoid most of the start-up and
learning curve expenses usually associated with a new program.

Pacific has established a specific set of economic development
goals ( see Attachment 1). These were set using the results of
the Company' s 20-volume Target Industry Study , combined with an
empirical evaluation of known opportunities . These goals are
being further refined with the Site Economic Evaluation Data
Base ( SEED ) also developed by the Company.

In order to develop a preliminary assessment of economic
development benefits of the merger , Pacific reviewed its own
analysis and research . Discussions have been held with UP&L
marketing personnel regarding the potential for economic
development in their service territory.

An assessment of economic development benefits was made jointly
by Pacific Power and Utah Power . While there are a number of
specific assumptions, the most important is that after a 'ramp
up' period the added economic development potential of the Utah
Power service territory after the merger is roughly proportion-
ate to that of Pacific's (see Attachment 2).

After the merger is complete the combined companies will
perform a comprehensive evaluation of economic development
potential in the current Utah Power service territory. This
will, in all probability , draw on the methodology and results
of the Pacific Power Target Industry and SEED studies.

This assessment includes only the benefits from increased
electric sales . It does not include increased tax revenues to
state and local government or any of the other positive results
of economic growth and diversification resulting from these
activities.
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NoTR fll ~ Admihistratibh coahihatibha

Grbue Welfare 11ah Sehefits

In the group velfare plan area, approximately $ 1, million
annually in «dministrative coats could be saved by merging vith
Utah Pover 4 Light. Utah has established mutual insurance
companies to administer their claims, an4 Pacific's preliminary
analysis indicates that since Utah is operating on a non-profit
basis, Pacific could utiliae Utah's services and systems to
achiev ~ these savings.

ebhoutor Sv5te5ls Iohefits

Certain contracts can be reduce4 in cost because of the comhi-
nation as vali as utiliration of systems in place versus
acquiring nev systems vill reduce coat by some 02 million
annually. Xxamples of these benefits include the folloving:

1) ZSN Hardvare and Softvare License and Maintenance

Pacific analyzed the enterprise license agreement. The
analysis shoved that if Pacific ha4 an a44itional site
license they could save approximately Ol.2 million on IN
license costs. With Utah Pover, the additional site can be
obtained.

2) Non-ISN System Softvare License Savingi

The second site license from most of the vendors is about
50i of the base cost. Maintenance (vhich is about 20% of
base cast) voul4 also decrease by 504. Aa a result, Utah
Pover as a second site vould experience a savings of
$ 100,000.

Leaal Exeehse

Utah Pover I Light has a staff of in-house attorneys to take
care of their legal issues. The combined companies can benefit
from the better utilization of'his in-house legal expertise
and corresponding reductions to outside legal services expense.
Estimated savings are approximately $ 1 million per year.

thvirbhmehtal Services

Several management decisions in the environmental area, if
modifie4, appear to have the potential to reduce operating
costs:
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In the group welfare plan area , approximately $1 millionannually in administrative costs could be saved by merging withUtah Power i Light. Utah has established mutual insurancecompanies to administer their claims , and Pacific 's preliminaryanalysis indicates that sines Utah is operating on a non-profitbasis , Pacific could utilize Utah ' s services and systems toachieve these savings.

Certain contracts can be reduced in cost because of the combi-nation as well as utilization of systems in place versusacquiring new systems will reduce cost by some $2 millionannually. Examples of these benefits include the following:
1) IBM Hardware and Software License and Maintenance

Pacific analyzed the enterprise license agreement. Theanalysis showed that if Pacific had an additional sitelicense they Could save approximately $ 1.2 million on IBMlicense costs . with Utah Power , the additional site can beobtained.

2) Non-IBM System Software License Savings

The second site license from most of the vendors is about50% of the base cost. Maintenance (which is about 20% ofbase cost ) would also decrease by 50% . As a result, UtahPower as a second site would experience a savings of$400,000.

Utah Power & Light has a staff of in-house attorneys to takecare of their legal issues . The Combined companies can benefitfrom the better utilization of this in-house legal expertiseand corresponding reductions to outside legal services expense.Estimated savings are approximately $1 million per year.

Several management decisions in the environmental area, ifmodified, appear to have the potential to reduce operatingcosts:
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1) PCI: Utah Pover has a program of testing all electrical
~quipment and replacing any contaminated equipment over $ 3

million vas budgeted for 19S7 and $ 1.7 million has been expend-
e4 through June 19S7. When coupled vith the testing program
(approximately 75% of the equipment has been physically tested),
a significant savings could be accomplished via mo4ifications
to this program.

2) Overall Management: Pacific Pover has, over the last fey
years, developed expertise in actively participating in the
handling of potential hazardous vaste sites (such as AB and
Utah Metal) . This active participation role has helped Pacific
reduce the overall costs of its programs, an4 ve expect similar
success can be achieve4 at Utah Pover sites.

3) Other: A complete reviev of all environmental service of
both companies is exyected to disclose other potential savings.

It is estimated that $ 3 million in annual savings ar» possible,
given modifications to the aforementione4 and yerhays other
programs.

Insurance

Combining the casualty and property insurance coverages for
Utah Power an4 Pacific Pover vill result in a significant
reduction in expense (approximately $ 10-11 million a year).
This expected reduction is based upon the folloving assump-
tions:

1) Pacific Paver has discussed adding Utah Pover to its
insurance programs vith its insurance brokers. The incremental
coat for property an4 casualty insurance for Utah's electric
operations vill be approximately $ 5 million, vithout signifi-
cantly impacting the level of coverage for Pacific or Utah.

This compares vith $ 13 million ior yroeyrty and casualty insur-
ance for Utah Pover in 1947, or a savings of $ 4 million (exclud-
ing coverage for Utah's mining operation).

2) Xt im anticipated that the need for seyarate Director and
Officer liability insurance can be phased out over the next fev
years, thereby saving $ 3 million.

Financial Services

At a minimum, it is estimated that the combination of Utah
Pover vith Pacific Pover vill save approximately $ 1 million
through the elimination of 4uylicated finane ial services
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1) PCB : Utah Power has a program of testing all electricalequipment and replacing any contaminated equipment . Over $3million was budgeted for 1987 and $1.7 million has been expend-ad through June 1987 . When coupled with the tasting program(approximately 734 of the equipment has been physically tasted),a significant savings could be accomplished via modificationsto this program.

2) overall Management : Pacific Power has, over the last fewyears , developed expertise in actively participating in thehandling of potential hazardous waste sites ( such as AB andUtah Metal). This active participation role has helped Pacificreduce the overall costs of its programs , and we expect similarsuccess can be achieved at Utah Power sites.

3) Other : A complete review of all environmental service ofboth companies is expected to disclose other potential savings.

It is estimated that $3 million in annual savings are possible,given modifications to the aforementioned and perhaps otherprograms.

Combining the casualty and property insurance coverages forUtah Power and Pacific Power will result in a significantreduction in expense ( approximately $10-11 million a year).This expected reduction is based upon the following assump-tions:

1) Pacific Power has discussed adding Utah Power to itsinsurance programs with its insurance brokers . The incrementalcost for property and casualty insurance for Utah ' i electricoperations will be approximately $5 million , without signifi-cantly impacting the level of coverage for Pacific or Utah.

This compares with $ 13 million for propprty and casualty insur-ance for Utah Power in 1987 , or a savings of $4 million ( exclud-ing coverage for Utah ' s mining operation).

2) It is anticipated that the need for separate Director andofficer liability insurance can be phased out over the next fewyears , thereby saving $ 3 million.

FinancIaLSSM&ISSA

At a minimum , it is estimated that the combination of UtahPower with Pacific Power will save approximately $1 millionthrough the elimination of duplicated financial services.
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These services include: (1) DH&8and tXRC audit expense; (Q)
stockholder's services; and (3) investor relations.

Paver'lant Xaintonahco Savihc!s

Pover ylant maintenance savings of some S2 million yer year
result from consolidation of functions, sharing of expertise
and use of capahilities developed hy one utility at some
tangible cost, hut transferable and beneficial to the other
utility.
Note (51 - Manoover ttfieieneies

1s the merger evolves, efficiencies and comSination of func-
tions vill occur over time, allowing for a gradual reduction of
manpower hased on normal attrition. The attrition rates are
.estimated at 34 for Pacific and 1.74 for Utah Rover (early
retirement options in 1943, 1945 and 1947 have impacted attri-
tion for the next fev years). The specific areas and )oh
functions have not heen identified- as the merger formally
occurs, teams vill he assigned to examine opportunities, «nd
make specific recommendations.

The folloving is a summary of the attrition savings related to
the merger:

PP&L19S7 AttritiOn
1947 Saved Positions
Ienefits 12'6.0 million

Zn anticipation of the merger, Pacific Pover elected to not
replace these positions. Utah Poser also had material manpower
reductions in 19471 however, it appears they vould not he
replaced vhether the merger occurs or not.
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Those services include : ( 1) DN&S and FERC audit expense; (2)stockholder ' s services ; and (3 ) investor relations.

Power plant maintenance savings of some2 million per yearresult from consolidation of functions , sharing of expertiseand use of capabilities developed by one utility at sometangible cost, but transferable and beneficial to the otherutility.

0012C91 -m 11=20wAr Effir.10ZIciss

As the merger evolves, efficiencies and combination of func-tions will occur over time, allowing for a gradual reduction ofmanpower based on normal attrition. The attrition rates are.estimated at 3% for Pacific and 1.7% for Utah Power (earlyretirement options in 1983, 1995 and 19s7 have impacted attri-tion for the next few years ). The specific areas and jobfunctions have not been identified-- as the merger formallyoccurs, teams will be assigned to examine opportunities, andmake specific recommendations.

The following is a summary of the attrition savings related tothe merger:

1987 Saved Positions 124
Benefits

In anticipation of the merger , Pacific power elected to notreplace these positions, Utah Power also had material manpowerreductions in 1987; however , it appears they would not bereplaced whether the merger occurs or not.
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Utah Pover 6 Light Company
Pacific Pover 6 Light Company

Forecast Attrition
(Zn Millions)

1944~1992

Utah Paver

Positions@'ccum.

Positions

Ienerits2~

Pacific Power

1988

i2

i2

$ 1 ~ 1

1989

$ 5

127

$ 4.6

1990

4i

211

$ 9s3

1991

$ 2

293

$ 1i ~I

1992

$ 1

374

$ 19 ~ 5

positions3/
Accum. Positions

120 117 113 . 110 106

350 460 566

1947 Attrition $ 6.0 $ 6.0 $ 6.0 $ 6.0 $ 6.0

Senef itsil
Total Senefits

$ 2 ~ 9 $ 4 ~ 9 $ 15 ~ 0 $ 21.3 $ 27.$

$ ~ Sli. 9 S21. 0 S.27.3 S33.8

Total Zncl. 1947 S10.0 S19.5 S30.1 S41.7 Ss3.1

Based on 1.74 annual attrition rate.

Xncludes vages, labor overheads 6 reduction in annex office
space r»ductions.

Ias»4 an 3.04 annual attrition rate.

Zncludaa vages and employee benefits.

Note f6) Paver Iuenlv

Pover Supply benefits are 4»scribed fn 4»tail in. Nr. Steinberg's
testimony and Exhibit 4.2. The benefits shovn in this line of
th» exhibit, hovever, exclude the benefits from reduced genera-
tion and transmission construction included in that testimony.
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Z&=asl Attrition

Utah Paver i Light Company
Pacific Paver i Light Company

0

Forecast Attrition
(In Millions)
1988.1992

13.1 13x2 1324 3231 122

Positionsl/ 42 85 84 82 81

Accum . Positions 42 127 211 293 374

Benefits2/ $ 1.1 $4.6 $9 . 3 $14.4 $19.5

Pa;j fic Power

Positions3/ 120 117 113 110 106

Accum . Positions 120 237 350 460 S66

1987 Attrition $ 6.0 $ 6.0 $ 6.0 $ 6.0 $ 6.0

Benefits4/ $ 2.9 $ 8.9 $ 15.0 $21.3 $ 27.8

Total Benefits $ 261 21 4 , , X21`0 9-21 A S33,

Total Incl . 1987 110.e 519.9 930.3 "1.7 .3

1/ Based on 1.7% annual attrition rate.

2/ Includes wages , labor overheads i reduction in annex office
space reductions.

3/ Used on 3.0% annual attrition rate.

4/ Includes wages and employee benefits.

Paver Supply benefits are described in detail in.Mr . Steinberg's
testimony and Exhibit 8.2. The benefits shown in this line of
the exhibit , however , exclude the benefits from reduced genera-
tion and transmission construction included in that testimony.
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Estimated Power Svppty Savings &'omMe 0

(Millions ol Dot la%)

1944 1949 1990 1991 1992

(1) Net Savings in New Generaton

and Transmission Capacity

~1.4 4 2 2.0 4.5

(2) Ne'l Power Cost Savings

(3) Total
14.9 2O.2 45.S 42.2 52.T

1$ .7 22.4 55.5 40.2 44.2

POwer Planning ~ 11/20I4T
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(2) Ne'l Power Cost Savings

(3) Total
14.9 2O.2 45.S 42.2 52.T
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Estimated Power Supply Savings from Merger

(Millions of Dollars)

lose 1989 1990 1991 1992

.,.a -2.2 -0 .2 2.0 e.s
(1) Net Savings in New Generation

and Transmission CapaCay

(2) Net Power Cost Savings 16.7 22 .4 35.5 40.2 44.2

(3) Total
14.9 20 . 2 35.3 42.2 52.7
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Stipulation
Exhibit 3

Expense and Ca@ital Defznztions

Major Project

1. Total Project cost to exceed $ 2,000,000 in Direct
cost.

2. Generally, the duration is for more than one budget
year.

3. Executive Council or Budget Committee to have
discretionary authority to classify specific projects
as major, regardless of dollar value or.duration of
the project.

Stipulation
Exhibit 3

Expense and Ca@ital Defznztions

Major Project

1. Total Project cost to exceed $ 2,000,000 in Direct
cost.
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year.
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as major, regardless of dollar value or.duration of
the project.
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Ex ense and Capital Definitions

- Major Project

1. Total Project cost to exceed $2 ,000,000 in Direct
cost.

2. Generally, the duration is for more than one budget
year.

3. Executive Council or Budget Committee to have
discretionary authority to classify specific projects
as major. regardless of dollar value or .duration of
the project.

i^



l Ol,~'l Ol,~'



EXHIBIT C
eIQMr Vl tM ~ceres~~0~

APR 3. 5 ~968

IEFOIE THE IDAHO PUBLIC UTI ON

IN THE MATTEROF THE APPUCATMN )
Of PACIFICORP, UTAH POWER 4 LIGHT )
COMPANY, AND PC/UP4L MERGING CORP. )
(TO IR REN PACKFICORP) FOR AN )
ORDER AUTISM)RIZINGTHE MERGER Of )
PACIFICORP AND UTAH POma a )
LIGKfCOMPANY INTO PCIUP4L )
MERGING CORP ANDAIJTHORgUCG THE )
lSSUANCE OF $ECU, ™ )
TION OF OBLIGATIONS ADOFTEQN )
OF TA ANDTRhNSFER OF CER- )
TIPICATKSOF PUBLIC CO CK )
AND NECESSITY AND AQT80 IN )
CONNECTION THEREW1TjK )

)

CASK NO. Q-1152-1
U-1009-184
U-1046-161

ORDER NO. 21867

PacWCorp, dba Pacific Power 4 Light Company, is a Maine Cue~sation.

Among its activities, PacNCorp conducts an electric utility business in six states,

including the Suxtpoint area in Idaho. Utah Power 4 Light Company is a Utah

cud-~i ation. It ~—&tesan electric utility business in three states, including substantial

portions of southeastern Idaho.

In August ot 1987, these utmties ed their intention to merge. Qn

September 17, 1987, they and PC/UPRL Merllng Corp, (an Oregolt ~.~ation to be

renamed PacifiCory) applied to this Cotnmissicat for authority to merge the two exhting

utilities into the third ~~ation, which would then take over all of their electric utility~—itions. Iy this Order, we a~ ~e the merger subject to reasonable conditions.

L THE APPLICANTS FOR MERGER

A. Peeve Amer. PacifiCorp is a Maine ~~ation engaged in a number of

businesses: mining, telecommunication, leasing of capital and business equipment, lending

against receivables anci inventories, and providing equity investments in leveraged lease

transactions. PacifiCory's largest line of business, however, and one relevant to this

ORDER NO. 21B67
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Among its activities, PacNCorp conducts an electric utility business in six states,

including the Suxtpoint area in Idaho. Utah Power 4 Light Company is a Utah

cud-~i ation. It ~—&tesan electric utility business in three states, including substantial

portions of southeastern Idaho.

In August ot 1987, these utmties ed their intention to merge. Qn

September 17, 1987, they and PC/UPRL Merllng Corp, (an Oregolt ~.~ation to be

renamed PacifiCory) applied to this Cotnmissicat for authority to merge the two exhting

utilities into the third ~~ation, which would then take over all of their electric utility~—itions. Iy this Order, we a~ ~e the merger subject to reasonable conditions.

L THE APPLICANTS FOR MERGER

A. Peeve Amer. PacifiCorp is a Maine ~~ation engaged in a number of

businesses: mining, telecommunication, leasing of capital and business equipment, lending
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,APR 15 1968

BEFORE THE IDAHO PUBLIC UTLVTIFS COMMISSION

IN THE MATTER OF THE APPLICATION )
OF PACIFICORP, UTAH POWER t LIGHT ) CASE NO. U-1152-1
COMPANY, AND PC/UP&L MERGING CORP. U-1009-194
(TO BE RENAMED PACIFICQRP) FOR AN ) U-1046-161
ORDER AUTHORIZING THE MERGER OF )
PACIFICORP AND UTAH POWER do ) ORDER NO. 21867LIGHT COMPANY INTO PC/UP&L )
MERGING CORP AND AUTHORIZING THE )
ISSUANCE OF SECURITIES, ASSUMP. )
TION OF OBLIGATIONS, ADOPTION
OF TARIFFS AND TRANSFER OF CER-
TIFICATES OF PUBLIC CONVENIENCE )
AND NECESSITY AND AUTHORITIES IN )
CONNECTION THEREWITI•L )

)

•

PacifICorp, dba Pacific Power & Light Company, Is a Maine Corporation.

Among its activities, PaciflCorp conducts ' an electric utility business in six states,

Including the Sandpoint area in Idaho. Utah Power & Light Company is a Utah

corporation. It operates an electric utility business in three states, including substantial

portions of southeastern Idaho.

In August of 1957, these utilities announced their Intention to merge. On

September 17, 1937, they and PC/UPRL Merging Corp. (an Oregon corporation to be

renamed PaciflCorp) applied to this Commission for authority to merge the two existing

utilities into the third corporation , which would then take over all of their electric utility

operations . By this Order, we approve the merger subject to reasonable conditions.

L THE APPLICANTS FOR MERGER

A. Pacific Poww. PaciflCorp is a Maine corporation engaged In a number of

businesses : mining, telecommunication , leasing of capital and business equipment, lending

against receivables and Inventories, and providing equity Investments In leveraged lease

transactions . PacifiCorp' s largest line of business, however, and one relevant to this

ORDER NO. 21867



application, ls its electric utility operation pursuecl under the business name of Pacific

Power 4. I.ight Company (PaciAc, PaciAc Power, or PPki.),

ln 19&6,PaciAc Power had revenues of $ 1.072 billion on sales of 24.&billion

kilowatt hours (kwh). It had over 670,000 retail customers, including approximately

570,000 residential, 97,000 commercial. 3,400 industrial and 700 miscellaneous customers.

Its total assets a&ceeded $3 billion.

Total Idaho revenues were $ 10.1 million on sales af 1&9million kwh. Idaho had

9,26S customers, including 7,106 residential customers, 2,010 commercial, 114 industrial

and 35 miscella

PPRI. provides retail electric service in parts of Oregon, Wyoming, Washington,

California, Montana and Idaho. On average, 70% of Ns generation comes from coal-Ared

plants anal 30% from hph'oelectric facilities. It has a small (2.5%) interest in the Tro)an

nuclear facility and agreements with the Bonneville Power Administration (BPA) to

purchase Arm capacity and nonflrm energy.

PaciAc's principal sources of electric supply include ownership of and access to

PacNc Northwest hydroelectric facilities and substantial coal-Ared generation. In 19&6

its total r e capability of 5,859 megawatts (mw) inclucled 3,073m» from its

coal-Ared resources, 1,027 II» of BPh peaking capability, 868 mw ot its own system hydro

resources, 5$ 3 mw of purcl ~hydro es, and 308 m» of other ces. In 19&6,

Pacific met 59.2% of its total requirements from its thermal resources. IS.3%

from Arm pur . 14.5% trem its hydro resources, and 11.0'4 from other resources.

PacNc's 1986 system peak was ln the winter. with monthly peaks of

3,600-3,900 mw ln January, February, November and December. Its monthly peaks were

below 3,500 m» the rest of the year, staying in a 3,000-3,250 range from May through

September.
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application, is its electric utility operation pursued under the business name of Pacific

Power & Light Company (Pacific , Pacific Power, or PP&L),

In 1986 , Pacific Power had revenues of $1.072 billion on sales of 24 . 8 billion

kilowatt hours (kwh). It had over 670,000 retail customers , including approximately

570,000 residential , 97,000 commercial , 3,400 industrial and 700 miscellaneous customers.

Its total assets exceeded $3 billion.

Total Idaho revenues were $10 . 1 million on sales of 189 million kwh. Idaho had

9,265 customers , including 7,106 residential customers , 2,010 commercial , 114 industrial

and 35 miscellaneous.

PP&L provides retail electric service in parts of Oregon, Wyoming, Washington,

California, Montana and Idaho. On average, 70% of its generation comes from coal-fired

plants and 30% from hydroelectric facilities. It has a small (2.5%) interest In the Trojan

nuclear facility and agreements with the Bonneville Power Administration (BPA) to

purchase firm capacity and nonfirm energy.

Pacific ' s principal sources of electric supply include ownership of and access to

Pacific Northwest hydroelectric facilities and substantial coal-fired generation. In 1986

its total resource capability of 5,859 megawatts (mw) included 3,073 mw from Its

coal-fired resources, 1,027 mw of BPA peaking capability , 868 mw of Its own system hydro

resources, 583 mw of purchased hydro resources, and 308 mw of other resources. In 1986,

Pacific met 59.2% of its total energy requirements from its thermal resources, 15.3%

from firm purchases, 14.5% from its hydro resources, and 11.0% from other resources.

Pacific 's 1986 system peak was In the winter, with monthly peaks of

3,600-3 , 900 mw in January, February, November and December. Its monthly peaks were

below 3,500 mw the rest of the you, staying In a 3,000-3 , 250 range from May through

September.
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Pacific's rates reflect its hy ~thermal diversity —they exceed the rates of

utilities like Idaho Power Company or the Washington Water Power Company, which have

higher percentages of hydroelectric generation. but are 1ower than Utah Power's.

Pacific's investment in operating nuclear plant is minimaL Pacific invested in

Washington Public Power Supply System Washington Nuclear Plant No. 3, but its

write-offs in that plant are behind it.

PaciAc's transmission system is predominantly east-west, designed to move

generation from Wyoming, where it has the bulk of its coal-fired generation, through Idaho

and into Oregon, where it may be distributed to its loads in the coastal states. In addition,

PaciAc has significant transmission interties from the Pacific North~est to California for

use in «hoiesale ctions.

N. Vt&P»—.Utah Po»er 4 Light (Utah Power or VPRL) provides retail

electric service in Utah, Idaho and Wyoming. Its operations unrelated to electric utility

service or coal mining for Its thermal plants are minimal.

Utah Power had total revenues of $985 million in 1986 on sales of 11.1 billion

kwh. It had approximately 516.000 retail customers, including 461,000 residential

customers, 45,000 commercial customers, 8,ON IndLNtrial customer's, and nearly 2,000

miscellaneous customers. In 1986, its total assets also exceeded $3 billion.

ln Idaho, Utah Power had total revenues of 481.8 million on sales ot 1.7 billion

kwh- it had 34,795 r - ~ tial customers, 4,622 commercial, 1,$ 55 industrial and 18

miscellaneous customerL

UPAL's total capacity in 1986 was 2,946 mw. The bulk of that capacity was

coal-Ared. 118 mw were system hydro, and 131 mw came from other ~ ~ ces —the

remaining 2,697 m» (91.5'%) were from coal. In 1986 Utah Power derived 72.1% of its

ORDER NO. 21867

Pacific's rates reflect its hy ~thermal diversity —they exceed the rates of

utilities like Idaho Power Company or the Washington Water Power Company, which have

higher percentages of hydroelectric generation. but are 1ower than Utah Power's.

Pacific's investment in operating nuclear plant is minimaL Pacific invested in

Washington Public Power Supply System Washington Nuclear Plant No. 3, but its

write-offs in that plant are behind it.

PaciAc's transmission system is predominantly east-west, designed to move

generation from Wyoming, where it has the bulk of its coal-fired generation, through Idaho

and into Oregon, where it may be distributed to its loads in the coastal states. In addition,

PaciAc has significant transmission interties from the Pacific North~est to California for

use in «hoiesale ctions.

N. Vt&P»—.Utah Po»er 4 Light (Utah Power or VPRL) provides retail

electric service in Utah, Idaho and Wyoming. Its operations unrelated to electric utility

service or coal mining for Its thermal plants are minimal.

Utah Power had total revenues of $985 million in 1986 on sales of 11.1 billion

kwh. It had approximately 516.000 retail customers, including 461,000 residential

customers, 45,000 commercial customers, 8,ON IndLNtrial customer's, and nearly 2,000

miscellaneous customers. In 1986, its total assets also exceeded $3 billion.

ln Idaho, Utah Power had total revenues of 481.8 million on sales ot 1.7 billion

kwh- it had 34,795 r - ~ tial customers, 4,622 commercial, 1,$ 55 industrial and 18

miscellaneous customerL

UPAL's total capacity in 1986 was 2,946 mw. The bulk of that capacity was

coal-Ared. 118 mw were system hydro, and 131 mw came from other ~ ~ ces —the

remaining 2,697 m» (91.5'%) were from coal. In 1986 Utah Power derived 72.1% of its

ORDER NO. 21867

•

•

•

Pacific' s rates reflect its hydro-thermal diversity-they exceed the rates of

utilities like Idaho Power Company or the Washington Water Power Company, which have

higher percentages of hydroelectric generation, but are lower than Utah Power's.

Pacific's investment in operating nuclear plant is minimal. Pacific invested in

Washington Public Power Supply System Washington Nuclear Plant No. 3, but its

write-offs in that plant are behind it.

Pacific's transmission system is predominantly east-west , designed to move
generation from Wyoming, where it has the bulk of its coal-fired generation, through Idaho
and into Oregon, where it may be distributed to its loads in the coastal states. In addition,
Pacific has significant transmission interties from the Pacific Northwest to California for
use In wholesale transactions.

1. UttA Power. Utah Power & Light (Utah Power or UP&L) provides retail

electric service in Utah, Idaho and Wyoming. Its operations unrelated to electric utility
service or coal mining for its thermal plants are minimal.

Utah Power had total revenues of $985 million in 1986 on sales of 17.7 billion

kwh. It had approximately 516,000 retail customer, including 461,000 residential

customers, 45,000 commercial customers , 8,000 Industrial customers, and nearly 2,000

miscellaneous customers. In 1986, Its total assets also exceeded $3 billion.

In Idaho, Utah Power had total revenues of $81. 3 million on sales of 1.7 billion
kwh. It had 34,795 residential customers, 4,622 commercial, 1,855 industrial and 78

miscellaneous customers.

. I UP&L's total capacity in 1986 was 2,946 mw. The bulk of that capacity was
coal-fired. 118 mw were system hydro, and 131 mw came from other resources-the

remaining 2,697 mw (91.5%) were from coal. In 1986 Utah Power derived 72.1% of its

ORDER NO. 21867



from ita coal-fired planta, 5.2g From its hydro facilities, 0.2% from firm purchases, and

22.5% from other resources.

Utah Po«er's system peaks in summer. ln 1986, its June, July and August

monthly peaks were in th» range of 2,400-2,600 m». Its monthly peaks fell to the

2,000-2,100 mw range in March and October. rising gradually in the winter months to

2,200-2,400 m»,

Utah Power's rates reflect its coal-fired system. They are the highest rates of

any major electric utility this Commission regulates. Utah Power, ho«ever, has no

investment in nuclear plant.

Utah Power's principal trartamisaion system is north-south. lt is the bottleneck

linking utilitiea in the Pacific Northwest, with their hydro base on the Columbia-Snake

River system, and utilitiea in the Inland Southwest of Arizona and Me» Mexico.

C. fhs M—e C—=. The merged company .(Mergh~ C~=~tion or

PacifiCorp Otegon) «ill benefit From the diversity of PacNc Power's and Utah Power's

loads. The sum of the two systems'oncoincident peaks For 1986 waa approximately

6.400 mw; the merged system's coincident peak never exceeded 6,000 mw. The difference

between the two 436 mw r~ ts a reduced need for capacity for the two systems

w hen their dispatch ia integrated and their transmission systems furtim intertied to allow

larger exchange between the two.

Furthermore, the combinajtion of the two companies'ransmission systems is

advantageous, giving the m~ company from the Pacific North»est to

California, from Maho and Wyoming to the I~i~~5outhweat, and from Wyoming to the

Northern Plains states. This transmission system is well situated for purcl, sales and

exchanges «ith other utilitiea.
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from its coal-fired plants, 5.2% from its hydro facilities, 0.2% from firm purchases, and
22.S% from other resource!,

Utah Power ' s system peaks in summer. In 1986 , Its June, July and August
monthly peaks were in the rang of 2,400.-2,600 mw. Its monthly peaks fell to the
2,000-2 , 100 mw range in March Aid October, rising gradually in the winter months to
2,200-2 , 400 mw,

Utah Power 's rates reflect its coal-fired system . They are the highest rates of
any major electric utility this Commission regulates. Utah Power, however, has no
investment in nuclear plant.

Utah Power 's principal transmission system is north-south. It is the bottleneck
linking utilities in the Pacific Northwest, with their hydro bus on the Columbia-Snake
River system , and utilities in the Inland Southwest of Arizona and New Mexico.

C. The M rged Co. as*,. The merged company (Merging Corporation or
PacifiCorp Oregon) will benefit from the diversity of Pacific Power ' s and Utah Power's
loads. The rum of the two systems ' noucoincident peaks for 1986 was approximately
6,400 mw; the merged system ' s coincident peak never exceeded 6,000 mw. The difference
between the two, 436 mw, represents a reduced need for capacity for the two systems
when their dispatch is integrated and their transmission systems further intertied to allow
larger exchange between the two.

Furthermore, the combination of the two companies' transmission systems is
advantageous, giving the merged company access from the Pacific Northwest to
California, from Idaho and Wyoming to the Inland Southwest , and from Wyoming to the
Northern Plains states . This transmission system is well situated for purchases , sales and
exchanges with other utilities.
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IL THE MERGER
hG'he

AGREEMENT AND PLAN OF REORGANIZATION AND MERGER was

entered into on August 12, 1987, by PacifiCorp, Utah Power and PC/UPAL Merging Corp„

an Oregon Company (Merging Corp.). The agreement calls for Utah Power and PacifICarp

to be merged with and into Merging Corp.. with Merging Corp, to be the surviving

corporation. Merging Corp. would then be renamed PaclfICorp, with its electric utility

operations to continue under the assumed business natnes of Pacific Power k Light for

PPkL's cun ant operations and Utah Power 0 Light for UPRL's current operations.

ln particular, the outstanding shares of capital stock of PacifiCorp and UPkL

will be converted into shares of capital stock of Merging Carp. In a - ction Intended to

qualify as a tax-free r ~ isation under Internal Revenue Code j36$ (a)(1)(A), Each

existing share of PacifICorp common stock will be converted Inta one share of Merging

Corp. common stock.

The situation Is more complicated for Utah Power common stock —the

conversion ratios depend upon market conditions for tan trading days (the computation

period) Immediately following the determination date that the conditions for the merger

have been fulfilled or waived. The four yoasibilities for converting Utah Power stock into

PaciflCorp Oregon stock ~~upon the closing price X of PacifiCorp Maine determined

in the tery computation p
—~

(a) If X exceeds 441.$ 04, each Utah Power share shall be converted
Into $3$ /X Merging Corp. slerea.

(b) If X eumeda $35,17$ , but ia ayml to or lese than $41.$ 04, each
Utah Power share will be converted Into .909 Merging Corp, shares.

(c) lf X Is more than g3,70, but is equal to or less than $35.475,
each Utah Power share shall be converted into $32.2$ /X Merging
Corp. shares.
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EL THE MERGER AGREEMENT`

The AGREEMENT AND PLAN OF REORGANIZATION AND MERGER was

entered into on August 12, 1987 , by PacifiCorp, Utah Power and PCIUP&L Merging Corp.,
an Oregon Company (Merging Corp.). The agreement calls for Utah Power and Pacif Corp
to be merged with and Into Merging Corp., with Merging Corp . to be the surviving
corporation. Merging Corp. would then be renamed PaciflCorp, with its electric utility
operations to continue under the assumed business names of Pacific Power & Light for
PP&L's current operations and Utah Power & Light for UP&L 's current operations.

In particular, the outstanding shares of capital stock of PaciflCorp and UP&L
will be converted into shares of capital stock of Merging Corp. In a transaction intended to
qualify as a tax-free reorganisation under Internal Revenue Code S368(a)(1)(A). Each
existing. share of PaciflCorp common stock , will be converted Into one share of Merging
Corp. common stock.

The situation is more complicated for Utah Power common stock-the
conversion ratios depend upon market conditions for ten trading days (the computation
period) immediately following the determination date that the conditions for the merger
have been fulfilled or waived. The four possibilities for converting Utah Power stock Into
PaciflCorp Oregon stock depend on the closing price X of PacifiCosp Maine determined
in the ten,-day computation period:

(a) If X exceeds $41.804 , each Utah Power share shall be convertedinto $31/X Merging Cosy, des.

(b) If X exceeds $35.475, but is equal to or less than $41.804, eachUtah Power share will be converted into .909 Merging Corp. shares.

(c) If X
each Uahs Powmore

er
than

shall be converted into $3225/X
than $35.47$,

Corp. shares.

•
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(d) lf X ls less than $33.10, each Utah Power share wilI be converted
into .957 Merging Corp, shares,

No fractional shares of common stock will be issued.

Bath companie«'referred stock will be converted into Merging Corp. preferred

«tock bearing the existing dividend rate, except for shares owned by «harehoiders who have

properly perfected their dissenters'ights.

After closing, two current members of Utah Power's board of directors and one

ocher person residing in Utah Power's service territory will join Merging Corp,'s board of

directors. In addition, Merging Corp. will structure a s| ~rd of directors for the UPAL

division substantially similar in structure and authority as PacifiCorp has «tructured a

« ~Mof directors for its PPkL division. Every member of Utah Power's current board

of directors ~ ting to do so will become a part of the UPON'ivision's s| ~rd,
Among the conditions of consummation of the merger are shareholder approval,

regulatory alai, and opinions of -. I, outside auditora and securities experts.

Furchermore, if PacifiCorp's closing price is equal to or less than Q3.7D, Utah Power may

either terminate the agreement ci request that its terms be renegotiated.

IIL THE APPLICATOR

The hpplicaata requested permisaioa and authority co do the following:

l. The merier of PaclfICorp Maine and Utah Power with and into
FacNCorp oregon, with PacNCorp Oregon to be the «urviving
~~ation, in ac~~ with an Agreement and Plan of
R~~haticlt and Merger among PacNCorp Maine, Utah Power
and the Merging Corp., dated August 11, 1987 (Merger Agreement},atta~ as Exhibit L, pursuant to Section 61-314, Idaho Code;

2. The issuance by PacitlCorp Oregon of shares of its common and
preferred stocks upon conversion of che outstanding shares of
common and pref —.~stocks of PacifICorp Maine and Utah Power
ln scca'dance with the terms of the Merger Agreement, p t to
Section 61-901, Idaho C~;
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either terminate the agreement ci request that its terms be renegotiated.

IIL THE APPLICATOR

The hpplicaata requested permisaioa and authority co do the following:

l. The merier of PaclfICorp Maine and Utah Power with and into
FacNCorp oregon, with PacNCorp Oregon to be the «urviving
~~ation, in ac~~ with an Agreement and Plan of
R~~haticlt and Merger among PacNCorp Maine, Utah Power
and the Merging Corp., dated August 11, 1987 (Merger Agreement},atta~ as Exhibit L, pursuant to Section 61-314, Idaho Code;

2. The issuance by PacitlCorp Oregon of shares of its common and
preferred stocks upon conversion of che outstanding shares of
common and pref —.~stocks of PacifICorp Maine and Utah Power
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(d) If X is less than $33.70, each Utah Power share will be convertedinto .957 Merging Corp. shares.

No fractional shares of common stock will be issued.

Both companies ' preferred stock will be converted into Merging Corp. preferred
stock bearing the existing dividend rate, except for shares owned by shareholders who have
property perfected their dissenters ' rights.

After closing, two current members of Utah Power's board of directors and one
other person residing in Utah Power ' s service territory will join Merging Corp.' s board of
directors . In addition, Merging Corp. will structure a subboard of directors for the UP&L
division substantially similar in structure and authority as PacifiCorp has structured a
subboard of directors for its PP&L division, Every member . of Utah Power 's current board
of directors consenting to do so will become a part of the UP&L division 's subboard.

Among the conditions of consummation of the merger are shareholder approval,
regulatory approval, and opinions of dotmsel, outside auditors and securities experts.
Furthermore, If PacifiCorp 's closing price is equal to or Ian than $33.70, Utah Power may
either terminate the agreement or request that Its terms be renegotiated.

JIL THE APPLICATION

The Applicants requested permission and authority to do the following:

1. The mfr of PaciflCarp Maine and Utah Power with and intoPeciftCoirp Oregon, with Pacif Corp Oregon to be the survivingcorpora on, in accordance with an Agreement and Plan ofReorganization and Merger among PacifiCorp Maine, Utah Powerand the Merging Corp., dated August 12, 1987 (Merger Agreement),attached as Exhibit („ pursuant to Section 61 -328, Idaho Code;

2. The issuance by PaciflCorp Oregon of shares of Its common andpreferred stocks upon conversion of the outstanding shares ofcommon and preferred stocks of PaciflCorp Maine and Utah Powerin accordance with the terms of the Merger Agreement, pursuant toSection 61-901, Idaho Code;

•
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The assumption by FaciflCorp Oregon of all outstanding debt
obligations of PacifICorp Maine and Utah Power and the
continuation or creation of liens in ~ cion therewith, pursuant to
Section 61-901, Idaho Code.

4. The adoption by PacifiCorp Oregon of'll tariff schedules and
service contracts of PacNCorp Main» and Utah Po~er on file with
the Commission and in ef'feet at the time of the merger for service
within all territories served prior to the merger by PacifICorp Maine
and Utah Power, respectively, pursuant to Section 61-305, Idaho
Code

$ . The transfer to PacifICorp Oregon of all certificates of public
convenience and necessity of PacifiCorp Maine and Utah Power,
pursuant to Sections 61-$ 27 and 61-528, Idaho Code; and

6. The transfer to PacifiCorp Oregon of all Commission
authoriaations and a~+ala for the issuance of securities by
PacifiCorp Maine which had not been fully utilhed, pursuant to
Section 61-901, Idaho Code.

N. THE APPLICANTS'EKiuFTION OF OPKIATIONS

FOR THE MERGED COMP

If the merger is a~~ed, PaciflCorp Oregon will operate two electrical

divisions-one doing business as Pacific Power 4 Light and the other as Utah Power 4

Light. Each division will have i ~ te s~ ~Wof directors, similar to the PacNCarp

Maine's s ~~Mof directors for Pacific Power 4 Light. Each division will be a separate

"profit center" reporting to PacNCory. Initially, at least, the principal officers of Pacific

Power and Utah Power will sit on both
divisions'lthough

the divtsiona will maintain their separate retail identities, the merged

company will plan the divisions'o~er supply operations and dispatch their power supply

as a single utility. In order to do this, the merged company will expand the two
divisions'ransmission

interties and consolidate dispatching. The applicants also anticipate that the

divisions will be able to reduce inventories maintained for power supply purposes.
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divisions-one doing business as Pacific Power 4 Light and the other as Utah Power 4

Light. Each division will have i ~ te s~ ~Wof directors, similar to the PacNCarp

Maine's s ~~Mof directors for Pacific Power 4 Light. Each division will be a separate
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divisions'lthough

the divtsiona will maintain their separate retail identities, the merged

company will plan the divisions'o~er supply operations and dispatch their power supply
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divisions'ransmission
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divisions will be able to reduce inventories maintained for power supply purposes.

ORMR NO. 21867

• 0

3. The URUmption by PaciflCorp Oregon of all outstanding debtobligation, of PaciflCorp Maine and Utah Power and thecontinuation or creation of liens in connection therewith, pursuant toSection 61-901, Idaho Code.

4. The adoption by PaciflCorp Oregon of all tariff schedules andservice contracts of PaciflCorp Maine and Utah Power on file withthe Commission and In effect at the time of the merger for servicewithin all territories served prior to the merger by PaciflCorp Maineand Utah Power, respectively, pursuant to Section 61-305, IdahoCode;

S. The transfer to PaciflCorp Oregon of all certificates of publicconvenience and necessity of PaciflCorp Maine and Utah Power,pursuant to Sections 61-527 and 61 -S28, Idaho Code; and
6. The transfer to PaciflCorp Oregon of all Commissionauthorizations and approvals for the Issuance of securities byPaciflCorp Maine which had not been fully utilized , pursuant toSection 61-901, Idaho Code.

IV. THE APPLICANTS' DESCRIPTION OF OPERATIONS

FOR THE MERGED COMPANIES

•

If the merger is approved, PaciflCorp Oregon will operate two electrical
d1visi --one doing business as Pacific Power & Light and the other as Utah Power &
Light. Each division will have i separate subboard of directors, similar to the PacifiCorp
Maine 's subboard of directors for Pacific Power, & Light. Each division will be g separate
"profit center" reporting to PacifCorp. initially, at least, the principal officers of Pacific
Power and Utah Power will sit on both division' subboards.

Although the division,, will maintain their separate retail identities , the merged
company will plan the divisions ' power supply operations and dispatch their power supply
as a single utility. In order to do this, the merged company will expand the two divisions'
transmission interties and consolidate dispatching. The applicants also anticipate that the
divisions will be able to reduce inventories maintained for power supply purposes.
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On the "local" level of retail service, the applicants represent the divisions will

operate largely as they have before. In particular. both divisions are expected to maintain

their extant local offices In Idaho. They do not anticipate inventory consolidation at local

office levels.

The Applicants pledge chat Pacific's overall level of its retail races In Idaho will

not increase for four years following the merger. Furthermore, Utah Power's retail races

In Idaho will be reduced 2% across cha board (except for special concract customers)

within 60 days after the merger is approved. The Applicants anticipate additional

reductions chat together with the cwo percent reduction will total 5-10% for che Utah

Power division in the first few years following the merger.

The Applicants promise rate stabillcy for Pacific Power and rate reductions for

Utah Power b ~upon their anticipation of coat savings ot $ 50 million in che first year of

the merger aal approximately 4150 million several years down the road. They «ncicipace

these savings will come from a number of areas —Increased power supply efficiency

through common dispatch, increased net revenues from additional wholesale sales,

consolidation of some administrative «nd general exgenses (e.g„ I e, legal fees).

Nevertheless, even in the a~~of the merger, Utah Power's coal prices for generatice

In its own plants have been falling and Utah Power and PacNc Power have boch

ucxhrtaken substantial coat-saving measures in each division's operations.

Y. THE PAITKS'RAQC'&"

Ia r-. ~ e to the application for a~~el of che merger. we convened a

prehearing conference to Identify the issues. Furthermore, unlike most proceedings before

che Commission, where intervenors need not initially identify their areas of interest, we

required che incervenors to state cheir areas of concern in their Petitions to Intervene in

order to identify Issues of Interest for the prehearing conference.
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On the 'local" level of retail service , the applicants represent the divisions will
operate largely as they have before . In particular , both divisions are expected to maintain
their extant local offices In Idaho. They do not anticipate inventory consolidation at local
office levels.

The Applicants pledge that Pacific ' s overall level of its retail rates in Idaho will
not increase for four Years following the merger. Furthermore , Utah Power ' s retail rates
in Idaho will be reduced 2% across the board (except for special contract customers)
within 60 days after the merger is approved. The Applicants anticipate additional
reductions that together with the two percent reduction will total 5-10% for the Utah
Power division In the first few years following the merger.

The Applicants promise rate stability for Pacific Power and rate reductions for
Utah Power based upon their anticipation of cost savings of $50 million in the first year of
the merger and approximately $150 million several years down the road. They anticipate
these savings will come from a number of areas--increased power supply efficiency
through common dispatch, increased net revenues from additional wholesale sales,
consolidation of some administrative and general expenses (e.g., Insurance, legal fees).
Neverthelen, even in the absence of the merger, Utah Power ' s coal prices for generation
in its own plants have been falling; and Utah Power and Pacific Power have both
undertaken substantial cost-saving measures In each division's operations.

V. THE PARTS' "H"C Q"SUE5
In response to the application for approval of the merger, we convened a

prehearing conference to identify the issues. Furthermore , unlike most proceedings before
the Commission , where intervenors need not initially Identify their areas of Interest, we
required the intervenors to state their areas, of concern In their Petitions to Intervene In
order to identify Issues of interest for the prehearing conference.
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The Washington Water Power Company (Water Power or WWP), the Public Power Council

(PPC), the Bonneville Power AdnLinistration (BPA), the Idaho Irrigation Pumpers

Association (Pumpers), Monsanto Company, FMC Corporation, the Idaho Caoperacive

Utilities A~ation, Inc. (ICUA), Idaho Power Company (IPCo), J. R. Slmplot Company

(Simploc), and the Colorado River Knergr Distributors Association, inc. (CRKDA),

petitioned to intervene. We granted all the Petitions to intervene except CREDA's.

Based upon the Petitions co Intervene, Commissicner Miller's agenda for the

prehearing conference, and subsequent memoranda of the parties, our Orders identified six

broad areas of concern: rate issues. SPA issues, transmission issues, comparison of the

merger with Idaho Po«er's acquisition of Utah Power's eastern Idaho service territory,

issues identNect by Water Po«er concerning wholesale transmission policies, and issues

identified by &A~Power concerning the merger's possible burden on ics transmission

system. Furthercem, additional issues were apparently cried «ith the ~ c of che

parties.

This Part V of the Order reviews those issues. Together with our "basic"

findingS in Part I describing the Applicants, in Part 0 ~bing che Merger Agreement,

and in Part IY describing the Apylicants'-~ls, our discussions, observations or

comments following each question in this Part V constituce our "basic" findings underlying

our "ulticnate" endings to ~re the m~g—and our "basic" findings underlying che

conditions attacle4 co our ~ ~ aL

A. ANe '=.:—The folio«ing rate issues were identified:

WQl ther» lc 4t rate ~trity between Poefgtc's Sandpit aevfcc territory

and Utak Power's eestern lb&hoservice territory c/ter the ~r~~?
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The Washington Water Power Company (Water Power or WWP), the Public Power Council

(PPC), the Bonneville Power Administration (BPA), the Idaho Irrigation Pumpers

Association (Pumpers ), Monsanto Company, FMC Corporation , the Idaho Cooperative

Utilities Association, Inc. (ICUA), Idaho Power Company (IPCo), J . R. Simplot Company

(Simplot), and the Colorado River Energy Distributors Association, Inc. (CREDA),

petitioned to intervene . We granted all the Petitions to Intervene except CREDA's.

Based upon the Petitions to Intervene , Commissicner Miller's agenda for the

preheating conference , and subsequent memoranda of the parties , our Orders Identified six

broad areas of Concern: rate issues, BPA Issues, transmission issues , comparison ,of the

merger with Idaho Power 's acquisition of Utah Power ' s eastern Idaho service territory,

issues Identified by Water Power concerning wholesale transmission policies , and issues

identified by Idaho Power concerning the merger 's possible burden on its transmission

system . Furthermore, additional issues were apparently tried with the consent of the

parties.

This tart V of the Order reviews those Issues . Together with our "basic"
findings in Part I describing the Applicants, in Part 11 describing the Merger Agreement,

and in Part IV describing the Applicants' proposals, our discussions , observations or

comments following each question in this Part V constitute our "basic" findings underlying

our "ultimate" findings to approve the merger and our "basic" findings underlying the

conditions attached to our approval.

4. RAW Inuft The following rate issues were Identified:

J. Will thou be a rate disparity between Pacific's Sandpoint service territory

and Utah Power's eastern Idaho service territory after the merger?
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Yes, For the foreseeable future, each operating division will independently set

its rates based upon the division's costs or upon reductions promised in this proceeding.

Z. W'hat timetable, lf any, will be followed to eliminate or reduce this rate

diqxHtyf

NQ timetable has been proposed to eliminate ar reduce the disparity. There is

no cutrent proposal to eliminate it.

9. lf a rate disparity wN persist, how will the hppliconts decide which

es will serve which terrltoryt

Each division's existing resources will continue to be assigned to that division

for ratasetting put . New investment in transmission facilities and new sources of

generation will not be assigned to a division, but will be allocated system-wid» under

allocation metbods to be established in the future.

4. Wll Sotutpo4t rates @crease to reflect Mghcr cost resowrcas oa the USUAL,

systems

No.

S. W'ill the merger affeet rates and service prodded to MonNNtto Cowtpcmyt

Th» m- a company w01 continue Monsanto's special contract with Utah

Power. Monsanto will not share in the immediate X% reduction proposed for Utah Power"s

tariff customers, but wo1314 benefit by the merged system's reduced fuel costs through its

fuel a4tustment clause.

Monsanto will coatinue to be treated as an interruptible customer, not only for

the Utah Power division, but for the entire m~a~ system's power supply needs-

However, it is unlikely that Monsanto will be interrupted in the near future because the

merged company has ample capacity. Furthermore. as a matter of policy, the merged

company will not seek to interrupt Monsanto to make more lucrative off-system sales.
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Yes. For the foreseeable future, each operating division will independently set
its rates based upon the division's costs or upon reductions promised in this proceeding.

2. What timetable, if any, will be followed to eliminate or reduce this rate
disparity?

•

No timetable has been proposed to eliminate or reduce the disparity. There is
no current proposal to eliminate it.

3. If a rate disparity will persist, how will the Applicants decide which
resources will serve which territory?

Each division'; existing resources will continue to be assigned to that division
for ratesetting purposes. New investment in transmission facilities and new sources of
generation will not be assigned to a division, but will be allocated system-wide under
allocation methods to be established in the future.

4. Wilt Sandpoint rates increase to reflect higher cost resources on the UP&L
system?

No.

S. Will the merger affect rates and service provided to Monsanto Coy omy?

The merged company will continue Monsanto's special contract with Utah
Power. Monsanto will not share in the immediate 2% reduction proposed for Utah Power's
tariff customers, but would benefit by the merged system 's reduced fuel costs through its
fuel adjustment clause.

Monsanto will continue to be treated as an interruptible customer, not only for
the Utah Power division, but for the entire merged system ' s power supply needs.
However , It is unlikely that Monsanto will be interrupted in the now future because the
merged company has ample capacity. Furthermore , as a matter of policy, the merged
company will not seek to interrupt Monsanto to make more lucrative off-system sales.
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6. FQl the merger effect rates aaf service ~Mied to the Idaho Irrigation

Pumperst

The Company's three options for irrigation service, including the two

intetruptible options, will share in the initial across-the-board 2'k decrease.

7, Fill the merger affect, directly or indirectly, rates and services Provided to

FMC 4 the Idaho ~ictiaa (through Idaho Power Company) and 4 other janLrdfc tions?

No evidence was presented on this issue, and the issue is not further addressed.

8. What st'eya wN the opylicents take to lower Sandpoint's rates?

Reinstatement of sere of the historic whol~~geueheae level from the Fashingtoa Fater

Power C'amponyt

The merged company is not no» ~~ing to lower the Sandpoint service

territory e rateL Neither ia it ~~ing to reinstate additional wholesale purchases from

the Waahinitoo Water Power Company.

N. SPA - The following SPA issues «ere identified:

1. H'ow will average syatewt coats be calculatet for PMffc Power's cLttomers7

The tnerged company will lndep ~aptly calculate average system costa (ASCs)

for each divtaiotL, ASCa tor customers ln Pacific Power's Sandpoint service territory will

not be b ~upon Utah Power' costa of serving its customera in eastern Maho.

2. FQl H'A aeeheNN crests ~ tly available to eeatens Idaho ciatonee be

rahcatP

There will be no signNcant reduction in these credits as a result of the merger.

Howevet, there could be slight cltanies in calculations of ASCs.

Now, when Vtah Power purcbe~ from Pacific Power, the entire amount of that

purchase is recognized by BPA for ASC purixeeL However, since 1984, BPA has not
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Howevet, there could be slight cltanies in calculations of ASCs.

Now, when Vtah Power purcbe~ from Pacific Power, the entire amount of that

purchase is recognized by BPA for ASC purixeeL However, since 1984, BPA has not
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6. Will the merger arffact rates and service Provided to the Idaho Irrigation
Pumpers?

The Company 's three options for irrigation service , including the two
interruptible options , will share in the initial across-the-board 2% decrease.

7. Will the merger affect, directly or indirectly, rates and services provided to
FMC in the Idaho jurisdiction (through Idaho Power Company) and in other jurisdictions?

No evidence was presented on this issue, and the issue is not further addressed.
8. What steps will the applicants Mks to lower Sandpoint 's rates?

Reinstatement
of nnre of the historic wholesale purchase level from the Washington Water

Power Company?

The merged company is not now proposing to lower the Sandpoint service
territory ' s rates. Neither is it proposing to reinstate additional wholesale purchases from
the Washington Water Power Company.

B. BPA Ia iu . The following BPA issues were identified:

1. How will average system costs be calculated for Pacific Power's customers?
The merged company will lndsptly calculate average system costs (ASCs)

for each division. ASCa for customer: in Pacific Power 's Sandpoint service territory will
not be based upon Utah Power' s costs of serving its customers in eastern Idaho.

2. Will BPA exchange credits currently available to eastern Idaho customers be
reduced?

There will be no significant reduction in these credits as a result of the merger.
However, there could be slight changes in calculations of ASCs.

Now, when Utah Power purchases from pacific power, the entire amount of that
purchase is recognized by BPA for ASC purposes. However, since 1984, BPA has not

•
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recogniaed for ASC pur ~federal income taxes paid by investor~wned utilities and che

equity return for those utilities to the extent it exceeds the cost of long-term debt. After

the merger, if one division purchases from the other at a purchase price that includes

some reimbursement for equity return or federal income taxes, BPA (under current

policies) would not recognize that amount of the purchase for determining ASC.

Furthermore, BPA raised the possibility that Monsanto might be considered a

new load exceeding 1Q mw rather than an existing load, which under the terms of the

Northwest Power Act would be excluded in calculating ASC, The effect of this is

unclei. Monsanto's firm load does not exceed 10 mw, and its interruptible load is

considered a system resource rather than assigned exclusively to Idaho for ratemaking

put&™~.It is possible that the exclusicut af Monsanto could, in fact, increase Utah

Power's ASC and the exchange credit for the firm Maho retail load.

lpml COSta Of SPA eaehengeS effeCt rateS pCdd by the full rapdrereentS

Effects are theoretically possible, but the effects described by the Public Po~er

Council are moat likely to be 4e ebctels and unlikely to be significant.

Does the ~~~c~~p inteaf to keep itself detect, or will ft creete

meal t ~ s ~~.~y ~I n

4!" act resevhg retem retes grum the Idaho Coe&ssfoa revfe+P

The merged company does not intend to create subsidiaries for generation and

transmissiotL, See Part VIW ot this Order.

f. If the serget co~y adopts resertcttve wheelirtg poAcies, will tItis incrccse

the everege system cost for utflNeet
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f. If the serget co~y adopts resertcttve wheeling poAcies, will tItis incrccse

the everege system cost for utflNeet
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recognized for ASC Purposes federal income taxes paid by invester-owned utilities and the
equity return for those utilities to the extent It exceeds the cost of long-term debt. After
the merger, if one division purchased from the other at a purchase price that includes
some reimbursement for equity return or federal income taxes , BPA (under current
policies) would not recognize that amount of the purchase for determining ASC.

Furthermore , BPA raised the possibility that Monsanto might be considered a
new load exceeding 10 mw rather than an existing load, which under the terms of the
Northwest Power Act would be excluded In calculating ASC. The effect of this is
unclear, Monsanto's firm load does not exceed 10 mw, and Its interruptible load is
considered a system resource rather than assigned exclusively to Idaho for ratemaking
Purposer. It is possible that the exclusion of Monsanto could, in fact, increase Utah
Power's ASC and the exchange credit for the firm Idaho retail Ioad.

3, Will costs of BPA exchanges affect rates paid by the full requirements
preference eustorAers of BPA?

Effects are theoretically possible , but the effects described by the Public Power
Council are most likely to be de miniMis and unlikely to be significant.

4. Dos the Merged company intend to keep itself intact, or will it create
swoutariss for Sownulon MW , thereby raising average system cost
"subsidies" and rea vi retell rates from the Idaho Connnitaion review?

The merged company doer not Intend to create subsidiaries for generation and
transmission. Sse Pan V1-C of this Order.

5. If the Merged company adopts restrictive wheeling policies. will this increase
the average system coat for utilities?

ORDER NO. 21867 ^lZ_



Like the third question in this series, it is theoretically possible that the mergect

company's wheeling policies would aff'ect the ASCs, but the effects are mort likely to be

de ebdmLs than significant.

6, W'ill the urged company attempt to exchange with BPA as one company or

two?

Each division will attempt to exchange individually.

7. How will costs be allocataf anlng Pufs4ictions in w@ch the Company is

exchanging?

Neither division intends to change its internal jurisdicticeal allocations.

Furthermore. the risks of inconsistent or incotnplete jurisdict)onal allocations fall upon the

shareholders.

C. T The following transmission issues were identNed:t.eiah~&1I i&I&id1~ leaf &i
PPC contended that the merged company wouM gain significant control of the

transmission bottlenecks from the Pacific Northwest into the southern California-Nevada

and into the Inland Southwest marketL The Applicants maintained that they would have

but minimal control over these transmission corridors. The truth lies between the

exaggerated claims of both sides. The testimony on this issue, which should have been

largely technical and capable of easy resolution, instead was the least credible evidence

received in the proc~~-
The merged company weal control a substantial amount of transmission from the

Pacific Northwest to California. But PPkL's 300 mw in the Pacific intertie is

insignificant compared to the ever ten times that amount along the same corridor.

Transmission access from the Pacific Northwest to California is dominated much more by

BPA than by PPAL, and Pacific's merger with Utah Power appears not to be of great

consequence there.
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Like the third question in this series , it is theoretically possible that the merged
company ' s wheeling policies would affect the ASCs, but the effects are more likely to be
de mdnfnus than significant.

6. Will the purged company attempt to exchange with SPA as one company or
two?

Each division will attempt to exchange individually.

7. How will costs be allocated among jurisdiction In which the Company is
exchanging?

Neither division intends to change its internal jurisdictional allocations.
Furthermore , the risks of inconsistent or incomplete Jurisdictional allocations fall upon the
shareholders.

C. ?rm^rr^fors !s, The following transmission issues were identified

1. Will the tra tsriwgfpj needs of other Idaho utf hies be adversely affected?
PPC untended that the merged company would gain significant control of the

transmission bottlenecks from the pacific Northwest into the southern California-Nevada
and Into the Inland Southwest markets. The Applicants maintained that they would have
but minimal control over these tray mission corridors . The truth lip between the
exaggerated claimss of both sides. The testimony on this issue, which should have been
largely technical and capable of easy resolution, instead was the least credible evidence
received in the proceeding.

The merged company will control a substantial amount of transmission from the
Pacific Northwest to California. But PP&L's 300 mw in the Pacific Intertie is
insignificant compared to the over ten times that amount along the same corridor.
Transmission access from the Pacific Northwest to California is dominated much more by
BPA than by PP&L, and Pacific's merger with Utah Power appears not to be of great
consequence there.
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That is not the case farther inland. From this state's perspective, Utah Power

owns and controls the bottleneck for the most significant transmission corridor between

the Pacific Northwest and the Inland Southwest. The merger will not increase Utah

Power's control of this corridor. because it is already 100%, but it will increase Pacific

Power's access to markets from which Utah Power could formerly erclutie Pacific or other

Northwest utilities. Pacific has advantaged itself in a manner that Heter Power, fctgho

Power, and publicly owned utilities have not,

Consideration of the implications of this and other transmission-related issues

would have been the most troublesome area presented ln this proceeding: first,

)urisdictionally, because of the tension between our consideration of these issues and

FKRC's; and second, substantively, because of the 4fflculty of assessing the effects of the

merged system's transmission on other utilities compared to the unmerged systems'.

But the issue has since subsidecL Idaho Power has filed.its agreements with the

Applicants to settle their disputes before FERC snd in idaho District Court. Among the

conditions of'he settlement are that Idaho Power withdraw its intervention and

recommendations in this proceeding «nd that Pacific alee not to oppwe a subsequent

idaho Power pa=-:-~l to build idaho Power's own inland transmission ties (In return for

Pacific obtaining a 20% share). This could be the beginning of an Inland Intertie, which

wouM benefit generating utQlties east of the Cascacies snd west of the Rockies.

Maho Po~er, because of Its location, was the utility most likely to be affected

by the merged comyany's transmission system and transmission policies. It has now

reached a settlement with the hpplicants regarding a number of transmission-related

issues. Th! ratepayers of other utilities in Idaho, be they investorwwned or public-owned,

are much less sensitive to the combination of Pacific's generating
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That Is not the ease farther inland. From this state's perspective , Utah Power
owns and controls the bottleneck for the most significant transmission corridor between
the Pacific Northwest and the Inland Southwest. The merger will not increase Utah
Power 's control of this corridor, because it is already 100%, but it will increase Pacific
Power 's access to markets from which Utah Power could formerly exclude Pacific or other
Northwest utilities . Pacific has advantaged itself in a manner that Water Power , Idaho
Power , and publicly owned utilities have not.

Consideration of the implications of this and other transmission-related issues
would have been the most troublesome area presented In this proceeding: " first,
Jurisdictionally, because of the tension between our consideration of these issues and
FERC's; and second, substantively, because of the difficulty of assessing the effects of the
merged system 's transmission on other utilities compared to the unmerged systems'.

But the issue has since subsided. Idaho Power has filed Its agreements with the
Applicants to settle their disputes before FERC and in Idaho District Court . Among the
conditions of the settlement are that Idaho Power withdraw Its intervention and
recommendations In this proceeding and that Pacific agree not to oppose a subsequent
Idaho Power proposal to build Idaho Power ' s own Inland transmission ties (In return for
Pacific obtaining a 20% shars). This could be the beginning of an Inland Intertie, which
would benefit generating utilities east of the Cascades and west of the Rockies.

Idaho Power, because of Its location. was the utility most likely to be affected
by the merged company's transmission system and transmission policies. It has now
reached a settlement with the Applicants regarding a number of transmission-related
issues. The ratepayers of other utilities In Idaho , be they investor-owned or public-owned,
are much less sensitive to the combination of Pacific's generating
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system with Utah Power's inland transmission system because their access to coastal

transmission is superior to Idaho Power's. The effect oi the combined transmission

syscems on ratepayers of these utilities is more attenuated, more likely to be dt mtntmts.

Thus. from this State's perspective, the effect of the merger upon the transmission needs

of other utilities serving in Maho is noc ao actverae as ce outweigh direct benefits to the

Applicants'atepayers. Indeed, if the merger results in an Inland Intertie, its effect will

be positive.

The reactions of the region's utility community to the Applications in this and

ocher jurisdictions are of interest. This Commission notes a stir in other boardraoma.

What is before us may be che catalyst, advancing inadvertently by several years the

creation of a path—for multimcilicy access independent of the massive Bonneville Power

Administration presence on the Pacific Interci~tween the winter-peaking Inland

Northwest and the summer~~~~ag arid South~est.

Officers of investci'mwned utilities by their own account are actively

considering new strategems to counter this ~~~™Wnew encity and to achieve greater

flexibility for relations with CaHfornia utilities and Bonneville.

Public Power spokesman (as demonstrated by their unaccustomed presence in

this case) are stepping beyte4 their p--==..«~l bemusement w}th the Northwesc Power Act

and the Washington Public Power Supply System disarray.

Thus the short-term et'feet has not been paralysis at the ~--poet of an

imminent reversion to pre-PUHCh monopoly, but has been invigorating. Neither in this

record nor outside it do we see a climate for fatalism or paranoia.

The options are many for utilities, for public policymakers, and for the

regulators, lt ls the hxllvidual ratepayer in a given certificated area who has the fewest
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system with Utah Power 's inland transmission system because their access to coastal
transmission is superior to Idaho Power ' s. The effect of the combined transmission
systems on ratepayers of these utilities is more attenuated, more likely to be de minimis.
Thus, from this State 's perspective , the effect of the merger upon the transmission needs
of other utilities serving in Idaho is not so adverse as to outweigh direct benefits to the
Applicants ' ratepayers . Indeed, it the merger results In an Inland Intertle , its effect will
be positive.

The reactions of the region 's utility community to the Applications in this and
other jurisdictions are of interest. This Commission notes a stir in other boardrooms.
What is before us may be the catalyst , advancing inadvertently by several years the
creation of a path--for multi-utility access independent of the massive Bonneville Power
Administration presence an the Pacific Interne. between the winter-peaking Inland
Northwest and the summer-peaking arid Southwest.

Officers , of tmestor-owned utilities by their own account are actively
considering new strategems to counter this proposed new entity and to achieve greater
flexibility for relations with California utilities and Bonneville.

Public Power spokesman (as demonstrated by their unaccustomed presence in
this case) are stepping beyond their perennial bemusement with the Northwest Power Act
and the Washington Public Power Supply System disarray.

Thus the short-term effect has not been paralysis at the prospect of an
imminent reversion to pre-PUHCA monopoly, but has been invigorating . Neither in this
record nor outside It do we see a climate for fatalism or paranoia.

The options are many for utilities , for public policymakers, and for the
regulators . It is the individual ratepayer in a given certificated area who has the fewest
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alternatives. Aware of regttiatjon's accckllltability for that custotner's welfare, we view

the new configuration for transmission, in the Idaho Power settlement specifically and in

the activity since the Application was filed, as a net gain.

2. W'hat obiIity wN PaciffCorp Qregon Acve to exclude ot~utilities fro~ Ac

California t|ntertie?

Pacific cannot unreasonably exclude other utilities from use of the California

intertie.

3. W'ill rural electric cooperative utilities in southeastern Idaho have reasonably

priced tratsmission of power suppfy by tIIe Bonneville Power Administration/

This issu» was initially presented by the Idaho Cooperative Utility Association,

which did not present a direct case, Accordingly, it need not be address»eh

4 lFIl the verger affect competition in the buIk power nsxritet or result in

4%ay~pn4te ccNcestraANc of eco»oNfg power P

This Ln~~ is substantively a subissue oi the first transmission issue. Nothing

need be added to our analysis of that issue to address this one.

5. W'III the niger have any effect on the vaIue of aristing transekgnon

This issue was pres»nted by Maho Power, which has since withdrawn it. It need

not be further a4 =:H-

D. C ~~VQA~a Power A=~:~UtcA P ~!Eeatens Mche Service

Territory. The following issu» «as id»ntN»d:

If IAAo Power were to acquire Utah Power's eastern Idako service territory,

enlgld 18ahn Pnvtqr ~g Qgt territory stere eeenelhQNgy thai Utih Power witItoat

adversely effecting I4aho Power's other'at»~~2
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alternatives. Aware of regulation 's accountability for that customer 's welfare, we view
the new configuration for transmission, in the Idaho Power settlement specifically and in
the activity since the Application was filed, as a net gain.

2. What ability will PaeiflCarp Oregon have to exclude other utilities from the
California intertie?

Pacific cannot unreasonably exclude other utilities from use of the California
intertie.

3. Will rural electric cooperative utilities in southeastern Idaho have reasonably
priced transmission of power supply by the Bonneville Power Administration?

This issue was initially presented by the Idaho Cooperative Utility Association,
which did not present a direct case. Accordingly, it need not be addressed

4. Will the merger affect competition in the bulk power market or result in
inap e'o ate concentration of ecoaonrdc power?

This issue .is substantively a subissue of the first transmission issue. Nothing
need be added to our analysis of that issue to address this one.

S. Will the merger have any effect on the value of existing trarnsnduion

contracts?

This Issue was presented by Idaho Power, which has since withdrawn it. It need
not be further addressed,

D. Co wrw With Ideb Power AcgrrirIng Utah Powr's Eastern Make Service
Tennita7. The following issue was identified:

If Idaho Power were to acquire Utah Power's eastern Idaho service territory,
elauld ldnhn Pnwrr s*ry* that territory A1pr. eoaw+nieiUy that Utah Power withoxt
adversely affecting Idaho Power's other ratepaasrs?
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Under a range of several possible hypothetical alternatives for Idaho Power's

acquisition of Utah Power's eastern Idaho service territory, idaho Power in each instance

would increase its own ASC.

K The 1'cter Power &==—— The following issues were identified by Hfater

Power:

l. If W'ater Power n &~~available to Utah Power pricirtg information in

connection with a proposed power trancaction, will that information in turn bc disclosed to

Pacific Power, one of W'atcr Power's Primary competitors in Pacific's Southwest bulk

power nerkctsT

This information will be available to the two commonly dispatched divisions.

The merged company will purchase from the cheapest source of electricity available.

2. Wtll the Pacfffo Power dfvLtfon bc required to offer to scil to Utah Power

under the !em. coentfon! as other potcntfal sc/fere, that is, without knowing in advance

the terms cef con4tfonc offcrccl by fthm
compctftors8'o.

The two divisions will be commonly dispatched.

9. If PeHffo Po~er and Utlh Power werc onfcred to operate their dfvirions

without prior 4scloeee betwcea them of offers for bulk power 'fonc, how weal thc

public bc aslant that they wfN nut be Caclocfng tJHs hfv~tfonP

The Ayplicanta have not offered to operate their divisions without prior

diacloeurea,

oa l4Ae Z ~c areas&~ System. These issues have been

removed from the case by Idaho Power's withdrawal of its intervention and settlement

with the Applicants.

0. ~=—=:—~~telct NccWg. The following issues were presented at hearing

and presumably tried «ith the consent of the parties:
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Under it range of several possible hypothetical alternatives for Idaho Power's

acquisition of Utah Power' s eastern Idaho service territory, Idaho Power in each instance

would increase its own ASC.

R. 7 Water Power Imes. The following Issues were Identified by Water
Power:

I. If Water Power makes available to Utah Power pricing information in

connection with a proposed power transaction, will that information in turn be disclosed to

Pacific Power, one of Water Power's prirrory competitors in Pacific 's Southwest bulk
power markets?

This Information will be available to the two commonly dispatched divisions.
The merged company will purchase from the cheapest source of electricity available.

2. Will the Pacific Power division be required to offer to sell to Utah Power
under the sans. conditions as other potential sellers, that is, without knowing in advance
the terns and conditions offered by its competitors?

No. The two divisions will be commonly dispatched.

3. If Pacific Power and Utah Power were ordered to operate their divisions
without prior disclosure between then of offers for bulk power transactions, how will the
public be assured that they will not be disclosing this information?

The Applicants have not offered to operate their divisions without prior
disclosures.

F. The Bodes an Ideh Power's Drains ieion System. These issues have been
removed from the can by Idaho Power 's withdrawal of Its intervention and settlement
with the Applicants.

0. Issets Presented at Hearing. The following Issues were presented at hearing
and presumably tried with the consent of the parties:

is
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I. How will prla8etionah and db4rionai allocations be made?

Each division of the merged company will make its jurisdictional allocations ss

before. Allocations between the two divisions must still be worked out.

2. What will the nmrgecf company's wheeling policies be?

At hearing. Pacific indicated that the merged company wi11 have a single

wheeling policy, but Utah Power indicated that the merged company wi11 not have uniform

transmission policies because the divisions'onditions differ. The Applicants resolved this

conflict by answering the question ~by our posthearing Order in the following manner:

The merged company will have a single wheeling policy. Firm wheeling requests

within "integrated service areas" will be granted as a matter of course. Those between

"integrated service areas" will be dealt with on a case-by~ basis. The merged

company will provide nonflrm wheeBng according to the Western Systems Powet Pool

Agreement and.the Intercompany Pool Agreement. The merged company will provide

transmission far qualifying facilltiea to other electric utilities pursuant ta 18 CFR 292.303.

3. How weal sales between the dbdsions be leoket and recorded?

The Applicants will maintain a paper trail for sales between the divisions, but

they have not yet decMed their pollciea far determining costs of the sales or how sales will

be reportecL In particular. they have not determined whether one division will charge the

other division fuel coats only, fuel coata plus some estimate of other running costs, a

running cost plus some capital costs, etc. Nevertheless, any equity return or income tax

payments included in transactions between the divisions will be traceable.

4. How will the merger affect the Applicants'ong-ter?n financial stability and

ability to attroct capitalt
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1. How will jurisdictional and divisional allocations be made?

Each division of the merged company will make its jurisdictional allocations as

before. Allocations between the two divisions must still be worked out.

2. What will the merged company 's wheeling policies be?

At hearing, Pacific indicated that the merged company will have a single

wheeling policy, but Utah Power indicated that the merged company will not have uniform

transmission policies because the divisions ' conditions differ. The Applicants resolved this

conflict by answering the question posed by our posthearing order in the following manner:

The merged company will have a single wheeling policy . Firm wheeling requests

within "integrated service areas" will be granted as a matter of course . Those between

"integrated service areas" will be dealt with on a case-by-case basis. The merged

company will provide nonfarm wheeling according to the western Systems Power Pool

Agreement and.the Intercompany Pool Agreement. The merged company will provide

transmission for qualifying facilities to other electric utilities pursuant to 18 CFR 292.303.

3. How will sales betwom the divisions be booked and recorded?

The Applicants will maintain a paper trail for sales between the divisions, but

they have not yet decided their policies for determining costs of the sales or how sales will

be reported. In particular . they have not determined whether one division will. charge the

other division fuel costa only, fuel costs plus some estimate of other running costs, a

running cost plus some capital costs, etc. Nevertheless, any equity return or income tax

payments included in transactions between the divisions will be traceable.

4. How will the merger affect the Applicants' long-terra financial stability and

ability to attract capital?
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The merger will have no adverse effect upon the merged company's financial

stability and ability to attract capital. The merged company will have a larger base over

which to spread current or future l~or risks,

VL THE SThTUTORY OR ULTSCATK5SUES

The specific statutory stand'Ws of 14ehp Code j61-328 govern our consideration

of transfer of the property of PacifiCorp dba Pacific Power 4 Light Company and Utah

Power 4 Light Company to Merging Corp. That statute provides that the Commission

shall not approve an application like this unless:

P~ commission shall find

[1] that the public interest will not be adverseiy affected,

[2l that the coat of and rates for supply and service will not be
increased by reason ot such transaction, and

[3) that the applicant for such acquisition or transfer has the bona
fide intent and financial ability to operate and maintain said
prope~r in the public service; provided,

t4] that no such order or authorization shall be issued or granted to
any applicant ar party coming within the prohibitions set forth in
this act.

M our order of priority, the first and foremost of those considerationa is that the merged

company provide efficient and reliable electric service to its customers. Second. the

merged utility cannot increase its rates aa a result of the merger.

A. NH tie ~ ht~e A ~~yigfeetaf Oy the M

%'e find that the public interest will not be adversely affected by the transfer of

operating pesperty to the merged ~~etion. Our finding is based primarily upon two

factora the promise of rate reductions for the Utah Power service territory and rate

stability for the Pacific Power service territory.
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The merger will have no adverse effect upon the merged company 's financial

stability and ability to attract capital . The merged company will have a larger base over

which to spread current or future losses or risks.

VI. THE STATUTORY OR ULTIMATE ISSUES

The specific statutory standards of Idaho Code 161-323 govern our consideration

of transfer of the property of PacifiCorp dba Pacific Power & Light Company and Utah
Power & Light Company to Merging Corp. That statute provides that the Commission

shall not approve an application like this unless:

(T]!se commission shall find

(1] that the public Interest will not be adversely affected,

(21 that the cost of and rates for supply and service will not beincreased by reason of such transaction, and

(3] that the applicant for such acquisition or transfer has the bonafide intent and financial ability to operate and maintain saidproperty in the public service ; provided, -

(4] that no such order or authorization shall be issued or granted toany applicant or party coming within the prohibitions set forth inthis act.

In our order of priority, the Pint and foremost of those considerations is that the merged

company provide efficient and reliable electric service to its customers. Second, the

merged utility cannot In .u. Its rates as a result of the merger.

A. WE the PuNk let w..u Be Advw+rasfy Afeeterd by tlm Merger?

We find that the public interest will not be adversely affected by the transfer of

operating property to the merged corporation. Our finding Is based primarily upon two

factors: the promise of rate reductions for the Utah Power service territory and rate

stability for the Pacific Power service territory.

•
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Our finding Is based on two factors. First, and most importantly, we are

satisfied that the merged company w&Bprovide adequate and efficient electrical service

to its customers. This is the primary duty of a utility. See I.C. 61-302. Additionally, as

described at other places in this Order, we are satisfied that the merger will not impair

the regulatory ability of this Commission to insure that the rates and charges for

electrical service are just and reasonable as required by 1.C. 61-301.

Second. the applicants promise rate reductions in the Utah Power service

territory and rate stability in the Pacific Power service territory. These promises have

value to the ratepayers of the merged companies, and particularly to the customers of

Utah Power.

We emphasize, however, that a promise ot rate reduction or of rate stability is

insufficient, In itself, to obtain our any--val of this transaction or of'imlIar transactions

that may be &.-~in the future. Ne have no doubt that such promises, although well

Intentioned, are In part the result of a poIMcal or public relations strategy perceived by

advocates as necessary to generate ratepayer s~t for the pro ~merger. Our

decision in this case must be, and Is, based on an objective appraisal of the merits of the

Merger.

We recognise the possibility, Indeed the probability„ that there will be times

when the merged company's favorable control of Utah Power's transmission bottleneck

will give lt maritet power and betefits it would not otherwise have at the expense of other

investor~wned or publicly-owned utilities serving ratepayers in Idaho. The most

vulnerable utility wcNid be Maho Power, wNch has reached a separate accommodation

with the Applicants addressing many of it concerns. Indeed, the possibility of its

participation in an Inland Intertie is positive. The other utilities serving ratepayers in

Idaho are less vulnerable to the mergect company's use of this transmission bottleneck.
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Our finding is based on two factor. First, and most importantly, we are
satisfied that the merged company will provide adequate and efficient electrical service
to its customers . This is the primary duty of a utility. See I.C . 61-302 . Additionally, as
described at other places in this Order, we are satisfied that the merger will not impair
the regulatory ability of this Commission to insure that the rates and charges for
electrical service are just and reasonable as required by Y.C. 61-301.

Second, the applicants promise rate reductions in the Utah Power service
territory and rate stability in the Pacific Power service territory . These promises have
value to the ratepayers of the merged companies , and particularly to the customers of
Utah Power.

We emphasize , however, that a promise of rate reduction or of rate stability is
insufficient, in itself, to obtain our approval of this transaction or of similar transactions
that may be proposed In the future. We have no doubt that such promises , although well
intentioned , are in part the result of a political or public relations strategy perceived by
advocates as necessary to generate ratepayer support for the proposed merger. Our
decision in this case must be, and is, based on an objective appraisal of the merits of the
merger.

We
recognize the possibility, indeed the probability, that there will be times

when the merged company's favorable control of Utah Power's transmission bottleneck
will give it market power and benefits it would not otherwise have at the expense of other
investor-owned or publicly-.owned utilities serving ratepayers in Idaho. The most
vulnerable utility would be Idaho Power, which has reached a separate accommodation
with the Applicants addressing many of it concerns. Indeed, the possibility of its
participation in an Inland Intertle is positive. The other utilities serving ratepayers in
Idaho are less vulnerable to the merged company's use of this transmission bottleneck.
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Furthermore. the advantages of the merger to the ratepayers of Pacific Power and Utah

Power are day-in anci day~t and primary; the possible detriments to ratepayers of other

utilities in Idaho are infrequent and secondary. The former predominate.

k N'iB the Coet of ~Rctee for vying Servk:e Be I~~by Reeeoe ef

the Ne e -t

We find that the cost of and rates for supplying service will not be increased by

the merger. The rate finding is the easier of the two findings. We have the
Applicants'ledge

that Pacific Power's rates will not increase in Idaho for four years following the

merger and that Utah Power's rates will decrease X% within 6Q days after the merger is

- mated and 5-IO'%n the following years. Furthermore, as noted later in this Order,

one statutory condition of the merger is that rates will not increase even if costs relatad

to the merger do increase.

The fi5l55g that coats will not increase as a result ot the merger is more

problematic. The Applicants have described pro]ected additional investmant in

transmission in the first years following the merger. But they have also described a

number of coat~vtng meatur=deferral of additional investment in production plant

made unr ~by th» combined r- ~ a» OF the two companies, ~~lidation of

services at the ~~echelona of matagement, and anticipated increased net~wer supply

revenues to offset the itereaaed inveatment in transmission. It Is probable that the

merger will decrease coats overalL

TMa Commission cannot hy Order or decree prohibit costs from rising as a result

of the merger. It can, however, prohibit rates from rising as a result of the merger. Our

finding on rates is therefore more important than our finding on costs, and it predominates.

C. ~Ae M—.C—~cQa N~ M ~FQe Wee m Fm~&
AbCty to C~eeel Mcfate4e the Tmlf~—.,

s —.ziw the MCQ Servkef
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Furthermore , the advantages of the merger to the ratepayers of Pacific Power and Utah
Power are day-in and day-out and primary ; the possible detriments to ratepayers of other
utilities in Idaho are infrequent and secondary. The former predominate.

B. WM the Cost of sad Rates for SxPplyL,^s Service Be Increased by Reason ol
the Merest

We find that the cost of, and rates for supplying service will not be increased by
the merger . The rate finding Is the easier of the two findings. We have the Applicants'
pledge that Pacific Power 's rates will not Increase in Idaho for tour years following the
merger and that Utah Power 's rates will decrease 2% within 60 days after the merger is
consummated and S-10% in the following years . Furthermore, as noted later in this Order,
one statutory condition of the merger is that rates will not increase even If costs related
to the merger do increase.

The finding that costs will not increase as a result of the merger is more
problematic . . The Applicants have described projected additional investment in
transmission in the first years following the merger. But they have also described a
number of cost-saving measures-deferral of additional Investment in production plant
made unnecessary by the combined resource of the two companies , consolidation of
services at the upper echelons of management . and anticipated Increased net.-power supply
revenues to offset the increased Investment in transmission . It Is probable that the
merger will decrease costs overall.

This Commission cannot by Order or decree prohibit costs from rising as a result
of the merger. It can, however, prohibit rates from rising as a result of the merger. our
finding on rates Is therefore more important than our finding on costs, and it predominates.

C. Does the MCt Ca pWWdto Haws the Baca Fads bitat mad Fiamtcipi
Abu ty to Operwte pad Maintain the Travfe r 'vd Property is the P' w ljc Service?
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+e find that the merged a ~ation has this intent and ability. No party

challenged the merged corporation's financial ability or its ability to operate the

transferred property in the public service. There was, however, a question whether the

merged company had a bona fide intent to operate the property in the public service. PPC

presented the issue whether the merged company would seek to set up separate generation

and transmission subsidiaries. David Solender, Pacific Power's president, testified in his

prepared direct testimony:

Q. If PacifiCorp now is organized as a set of functionally separate
"prost centers", is this in any sense a precursor to a breakup of the
utility into separate distribution, transmission and generation
compgties T

A. Again, our lawyers advise that, as a practical matter, PacifiCorp
ls precluded by the Public Utility Holding Company Act from
creating separate subsidiaries far generation, transmission and
distribution functionk We do not expect «ny change in the law to
occur in the near future and therefore we have no plans for a
separation of functionL

Tr. Vol. IH, p. 213, 11nea 1$ -20.

This pledg», ot -., is valuable, Statute and case law are even stronger.

Pacific Power and Utah Power. both have tratomission lines in Maho. In addition, Utah

Power has some generation in t~~Ncee of tMs generating or transmission property in

Idaho can be transfe —"~from the merged ~—~~tion to a separate "Geaco" or T

without an applicatitwt lUte the one in this case. Thus, the pledges of the AppHcants, this

Order and the statNte, taken togetier, aseure us that the mergecl c ~tion will not set

up separate generaticw and transmission subsidiaries without prior a~mal of this

Commission. Furthermore, under the case law, ratepayers have ectuitable interest in this

generating and transmission property to the extent it is depreciated. Bofse Wctu

CorporctQa v. Mcho Public Utilftfe! Comntfssfoe, 99 Idaho 198. 161-163, 578 P.2d 1039,

1092-1093 (1978).
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We find that the merged corporation has this intent and ability . No party
challenged the merged corporatioa 's financial ability or its ability to operate the
transferred Property in the public service . There was, however . a question whether the
merged company had a bona fide intent to operate the property in the public service. PPC
Presented the issue whether the merged company would seek to set up separate generation
and transmission subsidiaries . David Bolender, Pacific Power ' s president , testified in his
prepared direct testimony:

Q. If PaciflCorp now is organized as a set of functionally separate"profit centers ", Is this in any sense a precursor to a breakup of theutility into separate distribution, transmission and generationcompanies?

a. Again, our lawyers advise that, as a practical matter, PscifCorpprecluded by the Public Utility Holding Company Act fromsating separate subsidiaries for generation, transmission anddistribution functions. We do not expect any change in the law tooccur in the near future and therefore we have no plans for aseparation of functiorri.

Tr. Vol. 11X, p. 213 . lines 13-20.

This Pledg% of course, is valuable. Statute and case law are even stronger.
Pacific Power and Utah Power. both have transmission lines in Idaho. In addition, Utah
Power has some generation in Idaho. Nona of this generating or transmission property in
Idaho can be transferred from the merged corporation to a separate "Genco" or "Transco"
without an application like the one in this case. Thus, the pledges of the Applicants, this
Order and the statute. taken together, assure us that the merged corporation will not set
up separate generation and transmission subsidiaries without prior approval of this
Commission. Furthermore , under the can law, ratepayers have equitable interest in this
generating and transmission property to the extent it is depreciated. Both Water
Corporatton v. Idaho Public Utilities Commission , 99 Idaho 158. 161-163 , 578 P.2d 1039,
1092-1093 ( 1978).

•
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D. h M~~C—r
—~~(rke party ro ~e gg ~iq~af UtNt4c»'~es4 %Ches NQl ae Treaef —) 1FQAhc tie doe» mr Fork ca Ne An?

The act in question is noc the original Public Utilities Law, but Chapter 3 of the

1951 Session Laws, codNed at l.C, )$ 61-3Ã - 61-331. The prohibition in question is

contained in l.C. $ 61-327. That section prohibits transfers co:

[l t [Atny government ar municipal corporation, quasi-municipal
corporation, or govermnencal or political unit, subdivision or
corporation, organized or existing under the laws of any other state;

[2] any person, firm, a~iation, corporation or organizacion acting
as ~tee, nominee, agent or representative for, or in concert or
arrangement with, any such government or municipal c~ysasat'ion,
quasi-municipal c-.~acice, or governmental or political unit,
subc5vision or ~cion or

[3) any company, a~iacion, orglcization or ~~ation, organized
or elating under the laws of this state or any other state, whose
issued capital stock, or ocher «vidence of owcership, membership or
interest therein, oc in the ~~-iythereof, ls owned N'ontrolled,
directly or indirectly, by any such government or municipal
~~~cion~ quasi-lounicipal ~~reti~ or gov~mental or
political unit, subdivtsion or ~~ation; cl

[4j any company, &~ation,organization or ~-~—~tion, organized
under the laws of any ocher state, not coming under or within che
deficltion of an electric public utility or electrical i~~—cion as
contained in Chapter 1, Title 61, tdaho Code, and subject to the
jurisdiction, regulation and -- -1 of the public utilities commission
of the state of 8 ~under the public utilities law of this state.

Merging Coty. is not within any of the four prohibited categories of the act; on the

contrary, it ls in the one allowed category —an electrical cd ~i~cion to be regulated by

this Commission. Accordingly, we find that Merging Corp. is not within the prohibition of

the act.
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The act in question is not the original public Utilities Law, but Chapter 3 of the
1951 Session Laws, codified at I.C. 1161-327 - 61-331. The prohibition in question is
contained in I.C. 161-327. That section prohibits transfers to:

(11 IAIny government or municipal corporation, quasi-municipalcorporation, or governmental or political unit, subdivision orcorporation, organized or existing under the law, of any other state;or

(2) any person, firm, association, corporation or organization actingas trustee, nominee, agent or representative for, or in concert orarrangement with, any such government or municipal corporation,quasi-municipal corporation , or governmental or political unit,subdivision or corporation; or

I3) any company, association , organization or corporation , organizedor existing under the laws of this state or any other state, whoseissued capital stock, or other evidence of ownership, membership orinterest therein, or in the property thereof, is owned or controlled,directly or indirectly, by any such government or municipalcorporation, quasi-municipal corporation, or governmental orpolitical unit, subdivision or corporation; or

(41 any company, association, organization or corporation, organizedunder the laws of any other state, not coming under or within thedefinition of an electric public utility or electrical corporation ascontained in Chapter 1, Title 61, Idaho Code, and subject to thejurisdiction. regulation and control of the public utilities commissionof the state of Idaho under the public utilities law of this state.
Merging Corp. is not within any of the for prohibited categories of the act; an the
contrary, it is in the one allowed category-en electrical corporation to be regulated by
this Commission. Accordingly, we find that Merging Corp. Is not within the prohibition of
the act.
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VK TE$9e AND CONDttlONS OF hPPROVAL, OF THE MKRGKR

I'Inally, I.C. $ 61-328 gives the Commission discretionary authority to "attach to

its authorization and order such terms snd conditions ss in its judgment the public

convenience snd necessity may require." In this Part VII, we attach terms snd conditions

to our approval of the application.

P M G ' C

conditions be at tached to the merger:

Merger Relgtcd Rcte bu: . PPC recommends that the merger be

subject to the ~ntandlng that future integration of the two divisions'ate bases is a

merger-related activity and cannot result ln a rate increase to any customers in Idaho.

We grant this eencNtien he»ause la ie required by ototutei IiCi $ 61 358 specifically

provides that we cannot ~me the merger without finding "that the cost of and rates for

supplying service will not be increasecl by of such transaction."

%» must elaborate. There ls some tetmion between this statute and I.C.

j61-315's prohibitiOn againat any public utility establishing Or maintaining "any

unreasonable difference as to rates, charges, service, facilities or in any other respect,

either as between localities or as between cl~~of service." The development of rates

and ciLsrg»s under this section has taken many paths

Fcl exampl», in the tel»pile» industry, it is common to have different rates

based upon the number ot customers in a tel»plane exciange and the distance from the

telephone company's "base rate area" of lowest rates to outlying rural zones. This has

historically been justified as reasonable to take into account for a telephone subscriber

(1) that service ls more valuable lf the subscriber can reach a larger number of s ~bers
without paying toll charges than can a euLecrlber ln a less populated area, and {2) the coats
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VU. TERMS AND CONDLT ONS OF APPROVAL OF THE MERGER

Finally, I.C. 561-328 gives the Commission discretionary authority to "attach to

its authorization and order such terms and conditions as in its judgment the public

convenience and necessity may require." In this Part VII, we attach terms and conditions

to our approval of the application.

A. Public Power Cowuc Ps Itecommemdartan& PFC recommends eight

conditions be attached to the merger:

1. Merser-Related Rate Increases. PPC recommends that the merger be

subject to the understanding that future integration of the two divisions ' rate bases is a

merger-related activity and cannot result in a rate increase to any customers in Idaho.

We sans this aenditlen because Is is required by statute, I.C. S61 328 specifically

provides that we cannot approve the merger without finding "that the cost of and rates for

supplying service will not be increased by reason of such transaction."

We must elaborate, 'there Is some tension between this statute and I.C.

S61-315's prohibition against any public utility establishing or maintaining "any
unreasonable difference as to rates, charges, service , facilities or in any other respect,
either as between localities or as between classes of service." The development of rates
and charges under this section has taken many paths.

For example, in the telephone industry , It is common to have different rates

based upon the number of customers in a telephone exchange and the distance from the

telephone company's "base rate area" of lowest rates to outlying rural zones . This has

historically been justified as reasonable to take into account for a telephone subscriber

(1) that service is more valuable If the subscriber can reach a larger number of subscribers

without paying toll charges than can a subscriber In a less populated area, and (2) the casts
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associated with extending service from a central switching facility or facilities co a

remote subscriber's location exceed those for nearby subscribers.

ln the electric utility industry, it is a matter of indifference to one customer

how many other customers also cake electric service nearby. Transformers and

substacions need not be locatect in a central "switching" facility similar to char ot'

telephone company's. So, it has generally been the practice to have "postage scamp"

electric rates. i.e., rates independent of a customer's location within the service

territory. (Electric utilities, however, generally require customers remote from their

existing lines to contribute some or all of th» cost of extension of linea to a new customer.)

The prohibition against locality~~~ rates is not absolute. The prohibition is

against anreasoneMe differences, not against all differences, The merger of'wo formerly

unintegrated electrical systems, whose local service territories are hundreds of miles

apart. with no previously QNred common distribution, transmission or generation

facilities, and with I;~~Miently developed tarii'f classes ~~upon local customer

needs. is a circumstance in which different rates and rate schedules are r — ~ ble. Thus,

under I.C. 56l-315 alone, the merged company could initially maintain differences in rates

based upon locality (the former PacNc Power service territory versus the former Utah

Power service territory). Presumably, as the two merged companies integrated their

production and transmission systems, their rates would gradually grow closer, and after a

generation of utility plant (which is ccesiderably more long-Nved than a generation for

human beings) will be retired and replaced, the rates could reach parity,

The specific provision of I.e. $ 61-328, which controls in this instance over I.C.

$ 61-31S. requires some rate disparity unless certain conditions are met. First, the
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associated with extending service from a central switching facility or facilities to a
remote subscriber 's location exceed those for nearby subscribers.

In the electric utility industry, it is a matter of indifference to one customer
how many other customers also take electric service nearby . Transformers and
substations need not be located in a central "switching" facility similar to that of a
telephone company 's. So, it has generally been the practice to have "postage stamp"
electric rates, I.e., rates independent of a customer 's location within the service

territory. (Electric - utilities , however , generally require customers remote from their
existing litres to contribute some or all of the cost of extension of lines to a new customer.)

The prohibition against locality-based rates is not absolute. The prohibition is
against rwreasomable differences , not against all differences . The merger of two formerly
unintegrated electrical systems, whose local service territories are hundreds of miles
apart, with no previously shared common distribution, transmission or generation
facilities , and with independently developed tariff classes based upon local customer
needs, is a circumstance In which different rates and rate schedules are reasonable. Thus,
under I.C. 561-315 alone, the merged company could initially maintain differences in rates
based upon locality (the former Pacific Power service territory versus the former Utah
Power service territory). Presumably, as the two merged companies Integrated their
production and transmission systems, their rates would gradually grow closer, and after a
generation of utility plant (which is considerably more long-lived than a generation for
human beings) will be retired and replaced, the rates could reach parity.

The specific provision of I.C. §61-328 , which controls in this instance over I.G.
361-315 . requires some rate disparity unless certain conditions are met. First, the
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lower~cad service territory's rates cannot be increased by reason of the merger,

An'.n| Nag&y,"~1% to the merged company'f Sandpoint service territory cannot reflect any

costs associated with the marged company's acquisition of Utah Power or with investment

in transmission line connecting the two divisions as a result of the merger unless the

merged company can show offsetting benefits from the merger equaling or erceeding

merger-related costs.

Furthermore, this Commission has publicly supported increasing the Sandpoint

territory's wholesale purchase of lower-priced electricity from the Washington Water

Power Company to displace PacNc Power's higher-ccet resources and attendant reduction

in the Saadpoint service territory's rates. Our approval of the mmger has not changed this

view, We still take the position that the Sandpoint service territory will be well-served by

PacÃc Power increasing its wholesale purchases from Water Power to serve that territory

in order to displace mere expensive Pacific generation.

2. Jt rta@cdnaal Allocarfoa. PPC recommends that the merger be subject to

the understating that future jurisdictional allocatioce will not result in rate increases

beyotd «hat there would have been without the merger. This recoinmendation is a

corollary of the previous one, and it likewise is a statutory requirement. As Pacific's

Mr. Reed noted, the risk of iI ~&tentallocations, including those required in idaho by

statute, is barge by the co~~&y'sshareholders.

Also, the rn~&~utility will mw be operating in seven states. Maho is prepared

to participate in formalized proceedings to consMer jurisdictional allocations.

9. Dtvastthue ef the Soafyofar Serena Territory. PPC recoiamends that the

merger be subject to the merged company demonstrating at a future hearing why it shouldst

not divest itself of the Sax!point service territory. We reject this recommendation.
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Are!nrrlinaly, r^,r to 1 v merged company ' s Sandpoint u rvic, territory cannot reflect any

Power Company to displace Pacific Power's higher-cast resources and attendant reduction

costs associated with the merged company 's acquisition of Utah Power or with investment
in transmission line connecting the two divisions as a result of the merger unless the
merged company can show offsetting benefits from the merger equaling or exceeding
merger-related costs.

Furthermore , this Commission has publicly supported increasing the Sandpoint
territory's wholesale purchase of lower-priced electricity from the Washington Water

in the Sandpoint service territory's rates. Our approval of the merger has not changed this
view. We still take the position that the Sandpoint service territory will be well-served by
Pacific Power increasing its wholesale purchases from Water Power to save that territory
in order to displace more expensive Pacific generation.

2. JUrfssdlctlonal Allocation. PPC recommends that the merger be subject to
the understanding that future jurisdictional allocations will not result In rate Increases
beyond what then, would have been . without the merger. This recommendation is a
corollary of the previous one, and It likewise is a statutory requirement. As Pacific's
Mr. Reed noted. the risk of inconsistent allocations, including those required in Idaho by
statute , is borne by the company's shareholders.

Also, the merged utility will now be operating in seven states. Idaho is prepared
to participate in formalized proceedings to consider jurisdictional allocations.

3. Dfverritcros of the Sandpoint Service Terrltary. PPC recommends that the
merger be subject to the merged company demonstrating at a future hearing why it should
not divot itself of the Sandpoint service territory. We reject this recommendation
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Neither statute nor the record ts that the merged company's divestiture of one of

its service territories ls a reasonable requirement for a~ving the merger.

4 Cost Shifting. ppC recommends that the merger be subject to the condition

that divisional transactions not be used as a vehicle to shift costs from non-exchanging to

exchanging jurisdictions. We deny this condition as superfluous. This Commission will not

tolerate cost~ifting to the Idaho jurisdiction, even if some of those shifted costs would

be borne by the exchange.

Moreover. SPA pollces exchanges at an expense that exceeds this Commission's

entire budget for regulation of all utilities. Furthermore, Utah Power's rate cases have

historically been the subject of aggressive investigation by Staff and intervenors. The

intervenors are generally ineligible far the exchange credit or only partially eligible. They

have a strong incentive to object to shifts of costs from nce~changby jurisdictions to

this one. So doest the Staff, whose charge is to protect all ot the ratepayers of Idaho, not

merely thoee eligible for the ~~~age.

5. 7 tioas Bctweas D&ttoes. PPC recommends the m~1-- be approved

subject to records being maintained and periodically provided to the Commission showing

all components of actual coats of tions between the divisions, regardless of how

transactions between the divtshes are bookecL We impose this condition. It is essential

that all transactions between the divisions be prcyei'Iy beaked and a paper trail for Staff

and intervenor audit be maintainecL This is decidedly critical in the power supply area.

We ~=. the coe~m to ~:=-~~tewith Staff in devising a reporting

system. We will not attempt to set out the minutiae of reporting in this Order, but we

direct the company to meet with Staff informally to determine what ~~ug

arrangements will be necessary. Furthermore, should the mergecl company conduct
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Neither statute nor the record suggests that the merged company 's divestiture of one of
its service territories Is a reasonable requirement for approving the merger.

4. Cost Shifting. PPC recommends that the merger be subject to the condition

that divisional transactions not be used as a vehicle to shift costs from non-exchanging to
exchanging jurisdictions. We deny this condition as superfluous. This Commission will not
tolerate cost-shifting to the Idaho jurisdiction , even if some of those shifted costs would

be borne by the exchange.

Moreover, BPA polices exchanges at an expense that exceeds this Commission's
entire budget for regulation of all utilities. Furthermore, Utah Power ' s rate cases have
historically been the subject of aggressive investigation by Staff and intervenors. The
intervenors are generally ineligible for the exchange credit or only partially eligible. They
have a strong incentive to object to shifts of costs from non-exchanging jurisdictions to
this one. So does the Staff, whose charge is to protect all of the ratepayers of Idaho, not
merely those eligible for the exchange.

S. Trmtsactlons Between Dtviilow. PPC recommends the merger be approved
subject to records being maintained and periodically provided to the Commission showing
all components of actual costs of transactions between the divisions, regardless of how
transactions between the divisions are booked We impose this condition. It is essential
that all transactions between the divisions be properly booked and a paper trail for Staff
and intervenor audit be maintained. This is decidedly critical in the power supply area.

We expect the companies to cooperate with Staff in devising a reporting
system. We will not attempt to set out the minutiae of reporting in this Order, but we
direct the company to meet with Staff informally to determine what reporting
arrangements will be necessary. Furthermore, should the merged company conduct

•
ORDER NO. 21967 -27-



business of any nature with any of PacifiCorp's other divisions or afAliates, those

transactions must also be reogrded to produce a clear audit trail.

tf. For7tlrion of Generation or Trens&efoe Subsktfarfes. PPC recommends the

merger be approved suhfect to a prohibition against the formation of generation or

transmission subsidiaries. %e approve this condition; with respect to generation end

transmission plant within Idaho, the condition is already statutory. Furthermore, as we

noted earlier, Mr. 8olender stated that the |:ompany does not intend to form separate

generation «nd transmission subsidiaries; we will hold the merged company to

Mr. Qolender's promise.

Finally, we remind the Applicants that under Idaho law utility ratepayers are

the equitable owners of depreciated utility plant, BAse )Pater Co.~—.tea v, Maiio PulBc

UtNdee ConmKastoe. supre. The ratepayers have an equitable interest in all of Pacific

Power's and Utah Power's tion and transmission faciHtlea to the «xteat that they

have been depreciated. This Commission will not permit the merged company to strip

depreciated plant from rate base to the detriment of ratepayers by transferring it to a

T or Cence.

latcrloca jory Qnter. PPC recommends that any a~amal of the merger be

interlocutory pending a final deciaioa by the Federal Bargy Regulatory Commission and a

final evaluation by this comm&~~whether the merger is consistent with the statutory

sti~M of L.C. $ 61-31L Ne reject this condition. Idaho Power's settlement with the

Applicants bef~ FERC and its withdrawal from this proceeding enda our ma~ intereat

in the interplay between FERC's decision and our decision. Accordingly, we have no

reason to delay our final decision. This Order is a final Order, not interlocutory,

However, the merger «ill not be cffecthre ln Idaho simply by tMs Order's

fhclfty. For the merger to be effective, the Applicants must receive the a~~al of six
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business of any nature with any of PacifiCorp's other divisions or affiliates, those

transactions must also be recorded to produce a clear audit trail.

d. Forn tion of Generation or Tn ns ,tjon Subsidiaries. PPC recommends the
merger be approved subject to a prohibition against the formation of generation or
transmission subsidiaries . We approve this condition ; with respect to generation and
transmission plant within Idaho, the condition is already statutory. Furthermore, as we
noted earlier, Mr. Bolender stated that the Company does not intend to form separate

generation and transmission subsidiaries ; we will hold the merged company to
Mr. Bolender 's promise.

Finally , we remind the Applicants that under Idaho law utility ratepayers are
the equitable owners of depreciated utility plant . Boise Water Corporation v. Idaho Public
Utilities Coma on. supra. The ratepayers have an equitable interest in all of PatifIc
Power's and Utah Power's generation and transmission facilities to the extent that they
have been depreciated. This Commission will not permit the merged company to strip
depreciated plant from rate base to the detriment of ratepayers by transferring it to a
Transco or Coco.

7. Interlocutory Order. PPC recommends that any approval of the merger be
interlocutory pending a final decision by the Federal Energy Regulatory Commission and a
final evaluation by this Commission whether the merger is consistent with the statutory
standards of I.C. 361-322 . We reject this condition. Idaho Power 's settlement with the
Applicants before FERC and Its withdrawal from this proceeding ends our major interest
in the interplay between FERC 's decision and our decision. Accordingly , we have no
reason to delay our final decision. This Order is a final Order, not interlocutory.

However, the merger will not be effective In Idaho simply by this Order's

fiefty. For the merger to be effective, the Applicants must receive the approval of six
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other state commissions and the Federal Enerlp'egulatory Commission plus the

acquiescence of federal authorities in the Justice Department and the Securities and

Exchange Commission. Accordingly, for this Commission's Order to become effective (as

appo»ed to final), the Applicants must submit to this Commis»ion copies of the Orders of

the other six state commis»ion», the Order ot the Federal Energy Regulatory Commission,

and whatever formal or informal actions «ere undertaken by the Justice Departm»nt's

Antitrust Divtsion and the Securities and Exchange Commission. Furthermore, they must

tubmit to us a statement or affidavit to the effect that all of the conditions listed in the

merger agreement have been met or waived and that the merger «ill proceed.

After receiving this material, the Commission Secretary «ill perform the purely

mintsterial functim of notifying the parties and the public at large p t to this Order

of the transfer of the certificates currently held by PacÃCorp dba Pacific Power 4 Light

and Utah Power 4 Light to the m~~entity, together wrlth necessary assumptions of

tariffs, contracts, etc. The parties may submit their proposed language for doing so with

their r~-&to us that the m~i has become effective. Of - -, slluld the parties

r~-. to us that the merger will not be effective, the Commission Secretary «ou14

perform the ministerial tastt of issutng a notice to that effect.

Furthermore, the Commtssioa may from time to time issue sP ~ent Orders

clari~g or int—~-ting thta Order, sh i~the need arise.

8. Meretr ketetat Benefits and ~+eats. PPC recommends that the merger

be a~~ed subject to ratepayers recognizing benehts claimed by the Applicants in their

Appltcattce before beeftta are recognized by the slmreholders, We decline to impo»e this

coNNtion.

T«o kinds ot benefits may be recognized by shareholders, The first is

appreciation of the market value of their »lures, over which regulators have no direct

controL lf the value of shareholders'tock appreciates ss a result of this merger,
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acquiescence of federal authorities in the Justice Department and the Securities and

Exchange Commission. Accordingly, for this Commission's Order to become effective (as

appo»ed to final), the Applicants must submit to this Commis»ion copies of the Orders of

the other six state commis»ion», the Order ot the Federal Energy Regulatory Commission,

and whatever formal or informal actions «ere undertaken by the Justice Departm»nt's

Antitrust Divtsion and the Securities and Exchange Commission. Furthermore, they must

tubmit to us a statement or affidavit to the effect that all of the conditions listed in the

merger agreement have been met or waived and that the merger «ill proceed.

After receiving this material, the Commission Secretary «ill perform the purely

mintsterial functim of notifying the parties and the public at large p t to this Order

of the transfer of the certificates currently held by PacÃCorp dba Pacific Power 4 Light

and Utah Power 4 Light to the m~~entity, together wrlth necessary assumptions of

tariffs, contracts, etc. The parties may submit their proposed language for doing so with

their r~-&to us that the m~i has become effective. Of - -, slluld the parties

r~-. to us that the merger will not be effective, the Commission Secretary «ou14

perform the ministerial tastt of issutng a notice to that effect.

Furthermore, the Commtssioa may from time to time issue sP ~ent Orders

clari~g or int—~-ting thta Order, sh i~the need arise.

8. Meretr ketetat Benefits and ~+eats. PPC recommends that the merger

be a~~ed subject to ratepayers recognizing benehts claimed by the Applicants in their

Appltcattce before beeftta are recognized by the slmreholders, We decline to impo»e this

coNNtion.

T«o kinds ot benefits may be recognized by shareholders, The first is

appreciation of the market value of their »lures, over which regulators have no direct

controL lf the value of shareholders'tock appreciates ss a result of this merger,

ORDER No. 21867

• 9

other state commissions and the Federal Energy Regulatory Commission plus the
acquiescence of federal authorities in the Justice Department and the Securities and
Exchange Commission. Accordingly , for this Commission 's Order to become effective (as
opposed to final ). the Applicants must submit to this Commission copies of the Orders of
the other six state commissions , the Order of the Federal Energy Regulatory Commission,
and whatever formal or informal actions were undertaken by the Justice Department's
Antitrust Division and the Securities and Exchange Commission. Furthermore , they must
submit to us a statement or affidavit to the effect that all of the conditions listed in the
merger agreement have been met or waived and that the merger will proceed.

After receiving this material , the Commission Secretary will perform the purely
ministerial function of notifying the parties and the public at large pursuant to this Order
of the transfer of the certificates currently held by PaciflCorp dba pacific Power I Light
and Utah Power & Light to the merged entity, together with necessary assumptions of
tariffs, contracts, ate. The parties may submit their proposed language for doing so with
their report to us that the merger has become effective. Of course, should the parties
report to us that the merger will not be effective, the Commission Secretary would
perform the ministerial task of issuing a notice to that effect.

Furthermore, the Commission may from time to time issue subsequent Orders
clarifying or interpreting this Order, should the need arise.

8. Mlrggr..Rslotgd Bets mid Detriments. PPC recommend that the merger
be approved subject to ratepayer recognizing benefits claimed by the Applicants in their
Application before benefits are recognized by the shareholders, we decline to impcee this
condition.

Two kinds of benefits may be recognized by shareholders . The first is
appreciation of the market value of their sharp. over which regulators have no direct
control . If the value of shareholders ' stock appreciates as a result of this merger,
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so be ft. If it deprecfaces, so be fc. In eicher case, the Commission will neither recapture

the value ot appr%clktfce or cgghfcgi aga90t dspt4cfatfcN.

The '~$ possfbility is that the merged company may realize «ddfticnsl

earnfngs as a result of the merger. If chat fs the case, we will not in this Order «ttempt to

allocate those benefits between shareholders snd ratepayers. The Applicants have pledged

rate stability for four years for Pacific Power customers «nd a 2'k reduction for Utah

Power customers within 60 days of a~Mvaf of the merger snd expected $-10% reduction«

in the following years. If the merger fs so beneficial that the merged corporation may

carry out both of its pledges and fncre«se its earnings to «h«reholders. we wf]1 cross the

bridge of allocation of addftfonal benefits between shareholders «nd ratepayers when we

gec there. It is a . ' to be endured.

S. M a P~~-s ~~efs«N. Idaho Power has withdrawn from tMs prcceedfng,

and the conditio that lt presented to us have been settlecL We need noc address Idaho

C. Tle Slopes &~theatThe Staff recommended two conditions:

Bete-Re@telf Effects of the Merger. Staff recommends that newly built

plant commcn to boch syscems not be allocated to either system fn a manner that will

cause hfgklr rates than there would be witflut the merger, l.e., the division to whfch the

plant is allocated must sly savings co that dfvtsfon exceeding the cosc of the plant

allocated to the dfvfsfoa. This fs substantively the same ss PPC's first two

recommendatfonsy ancl this ~maacfon fs also accepted

2. J'srteffctfoeol AlhceHoa¹ to Saefyeht. Staff recommends that no new

jurisdictional allocations of the merged system or eicher divisfon be ~~edif the change

would fncrease jurisdictional revenue requiremenc allocated to the Sandpoint territory.

Agafn, this fs a varfation of other Staff and PPC recommendatfons. It is f~-~«ted as a

~~tfoIL
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so be it. If it depreciates, so be It. In either can, the Commission will neither recapture

the value of appreciation or ctshion against depreciation.

The pond possibility is that the merged company may realize additional

earnings as a result of the merger. If that is the case, we will not in this Order attempt to

allocate those benefits between shareholders and ratepayers . The Applicants have pledged
rate stability for four years for pacific Power customers and a 2% reduction for Utah
Power customers within 60 days of approval of the merger and expected 5-10% reductions

in the following years. If the merger is so beneficial that the merged corporation may

carry out both of Its pledges and increase its earnings to shareholders. we will cross the
bridge of allocation of additional benefits between shareholders and ratepayers when we

get there. It Is a prospect to be endured.

B. Mdja Potrer's Caregttriales . Idaho Power has withdrawn from this proceeding.
and the ooeditionn that it presented to us have been settled. We need not address Idaho
Power's conditions.

C. The St4f's Cassliltfews, The Staff recommended two conditions:

1. Rate-Related Effects of the Mergeer. Staff recommends that newly built
plant common to both systems not be allocated to either system in a manner that will
cause higher rates than there would be without the merger, i.e., the division to which the
plant Is allocated must show savings to that division exceeding the cost of the plant
allocated to the divIsbn. This Is substantively the same as PPC' s first two
recommendations, and this Condition is also accepted

2. JurtsdIctIowol Allacattomr to SawdpOIJtt. Staff recommends that no new
jurisdictional allocations of the merged system or either division be approved if the change
would Increase jurisdictional revenue requirement allocated to the Sandpoint territory.
Again, this is a variation of other Staff and PPC recommendations. It is incorporated as a
condition.

•
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D. Tht &~~fezl~——
TMs section )ndbrldually lists the conditions that

are imposed as a reedit of our analysis of the recommendations of &PCand the Staff. The

precise terms of the conditions are those liaM below, not the more general diecussion

contained in our earlier analysis. The application is «~ed arith the t'allowing

conditions;

Merge Relataf Rate fncreeses Prohibitef. Neither the rates charged t ~he

Pacific Power division to its Sandpoint service territory in northern Maho nor the ~tes

charged by the Utah Power division to its eastern idaho service territory can increaa ~y

Hue Between Dtvisbes and AffQtetes to Be 9 ted.

merged compaaIy must maintain a ~~-.audit trail of all transactions between its sm

electric utility divisions and all of these divtsicls'ransactions with any of the merled

company's other dlvi~ or afNiateL

0 . ~S - IhlllaW Yb ~ wlrl
prohibited from fuming tion or transmiselte aubeidiaries, or otherwise disposing of

any ting, transmission or distribution p;~—ig ia che State of Idaho, widen

applicatioe to this Commission and tM! Commission's s~~=:.meat areal.
The first ~tiotL will be implemented thrash this Commission's fact-finding

ln inESvi4Nl ra'te ==:=:~™ailvolvtng 040 divtsQIL 4Ã'he other +4 +~~tin this Order

anticipate ar identify every potential m~~~lated effect on rates or costs. Those will

ma su n .n —~a e«m
implemented though internal meetings between the merged company and this

Commission's and other commissions'taffL The third ccwdition is self-implementing.

O|l DER NO. 11147 «3$ »
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D. Tbs CQ, IMU Impe.et This section Individually lists the conditions that
are imposed as a result of our analysis of the recommendations of PPC and the Staff. The
Precise terms of the conditions are those listed below, not the more general discussion
contained in our earlier analysis. The Application Is approved with the following
conditions:

1. Merger-Related Rate Inereaaes Prohibited. Neither the rates charged t the
Pacific Power-division to its Sandpoint service territory in northern Idaho nor the rtes
charged by the Utah Power division to its eastern Idaho service territory can increa3 jy
reason of the merger.

2. Trolue iom Between Divielats and Affiliates to Be Documented.
merged company must maintain a proper audit trail of all transactions between its two
electric utility divisions and all of thew divisions' transactions with any of the merged
company's other divisions or affiliates.

3. GO1t or TrMumdaift Sub fi farlm Prohibited. The merged company isi^Y
prohibited from forming generation or transmission subsidla=iea, or otherwise disposing of
any generating, transmission or distribution property in the State of Idaho, without
application to this commission and this Commission's subsequent approval.

The first Condition will be implemented through this Commission 's fact-finding
in individual rate proceeding involving one division or the other. We cannot in this Order
anticipate or identify every potential merge.-related effect on rata or wets. Those will
be handled on a C:880'.by-ca,e determination in the future. The second condition will be
implemented through informal meetings between the merged company and this
Commission's and other commissions' staff,. The third condition is self-implementing.

•
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IT IS THEREFORE ORDERED that the Appllc«cion of P«cNGorp, a Maine

c~~—tian dba Pacific Power 4 Light Company, Utah Power 4 Light Company, a utah

~~~cion, and PC/UP4L Merging Corp., «n Oregon c~~—tian ta be renamed

PacifiCarp upoe completion of the merger, far an Order granting permissions and

authorities, be and hereby is granted. In particular,

1. IT 5 FURTHER ORDERED that the merger of PacifiCorp hfaine
and Utah Pawer wich and into PadACarp Oregon, with PacifiCorp
Oreian to be the surviving c- ~—tice. in aeexchu~ with an
Agreement «nd Plan af R~:

fixation

and Merger Among
PacifiCarp Maine, Utah Power, and Merging Corp.. dated August 12,
19$ 7 (merger agreement) be aucharixed «nd a~~ved.

2. IT IS FURTHER ORDERED that i by PaciflCorp Oregon
of aloes of its common «nd prefeITed st~~~upon conversion of the
outstaolng shares af commoo and pref~.~ stock af PaciACory
Maine and Utah Power ln ~====-~e with che terms of che m

—I--
agreement be autharhed and ~~
3, IT IS FURTHER ORDERED that the cico by PacNCorp
C~of all oucs &~debt abllgsjticee of PacNCarp Maine and
Utah Power a33d the cantiauatian ar creation at liens ln ion
clere«ith be authorixed and ed.

4. tf 5 FURTHER ORDERED that the adoption by PacNCorp
C.~a—of all tariff ea and service contracts af PacNCary
Maine and Utah ~~an tile «ith the Commission and in effect at
the time af the fcr servtce witMn all terricaries served
baft the m~I—by PacNCorp Maine and Ucah Power,
a magee aaveiyq be autharixed and eyya~wed

5. IT IS FURTHER ORDERED that che transfer ta P«cifICarpC.~. af «ll ~.ifleates at public convenience and ity of
PacifIGRp and Utah Po'wer be authorized and a~~ecL
6 IT 5 FURTHER ORDERED that che cransfer to PaciflCorpC.~ of all Commission autharixaticls and «pprovals far the
i of securities by PaciflCary Maine that have nat yet been
Mly used be authorixed and ~-~~
7. IT IS FURTHER ORDERED that PacNCarp Oregon's I e of
not mme than !2$ million sleres of its 43.25 par value common
stock, not more than 126,533 shares of its 5% preferred stock, not
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IT IS THEREFORE ORDERED that the Application of PaciflCorp, a Maine

corporation dba Pacific Power R Light Company, Utah Power & Light Company, a Utah

corporation, and PC/UPRI, Merging Corp., an Oregon corporation to be renamed

PacifiCorp upon completion of the merger, for an Order granting permissions and
authorities, be and hereby is granted. In particular,

0

I. IT IS FURTHER ORDERED that the manger of PacifiCorp Maineand Utah Power with and into PacifiCorp Oregon, with PaciflCorpOregon to be the surviving corporation, in accordance with anAgreement and Plan of Reorganization and Merger AmongPaciflCorp Maine, Utah Power. and Merging Corp., dated August 12,1937 (merger agreement) be authorized and approved.

2. IT IS FURTHER ORDERED that issuance by PaciftCorp Oregonof shares of Its common and preferred stocks upon conversion of theoutstanding shares of common and preferred stock of PaciflCorp
Maine and Utah Power in accordance with the terms of the mergeragreement be authorized and approved.

3. IT IS FURTHER ORDERED that the assumption by PacifiCorpOregon of all outstanding debt obligatiaos of PaciflCorp Maine acrdUtah Power and the continuation or creation of liens in connectiontherewith be authorized and approved.

4. tT IS FURTHER ORDERED that the adoption by PaciflCorp

MMairieand
of all tariff

Utah Pinned with the Commission and in effect athe time of the merger for service within all territories servedbefore the merger by PadfICorp Maine and Utah Power,respectively, be authorized and approved

5• IT IS FURTHER ORDERED that the transfer to PaciflCorpOregon of all certificates of public convenience and necessity ofPsdfiCorp Maim and Utah Power be authorized and approved.

6. IT IS FURTHER ORDERED that on , transfer to PaciflCorpOregon of All Commission authorizations and approvals for theissuance of securities by PaciflCorp Maine that have not yet beenfully used be authorized and approved,

7. IT IS FURTHER ORDERED that PaciflCorp Oregon's issuance ofnot more than 123 million shares of its $3.25 par value commonstock, not more than 126,533 shares of its 5% preferred stock, not

•
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mceo chan 754,gg shares of ica aerial Ix'eferl'ad stock, and not more
chan 3,1N,SIN of its no par showed ynrtarred schick upon che
cacveNion of all outs~~~~shares of common and pref~~stock
of PaciflCory Maine and Utah Power in &~~Nancewith the merger
agreement be authocixed and a~w~ed

IT IS FURTHER ORDERED that the a~~la and auchorixations previously

l&stedbe subject co the conditions set forth in Part VIIaf chit Order.

rl'S FURTHER ORDERED chat che Applicants inform the yarties co this

prcxmecNng and the Commission Secretary on or before September 1, 1984, whether they

will exercise the authorities granted co chem by this Order or whether they %11 need

additional time to determine whether they will exercise those authorities. If they have

not ye! determined whether those authorities will be exercised on September 1, 198$ , they

shall continue to .~~ co the Commission. Secretacy at two-week intervals until they

have determined whether chey wQI exercise chose authorities.

IT IS'URTHER ORDERED that tollowini the Applicants'~. co the

Commission —-tary whether they will exercise the authorixationa given to them in this

Ordi, PacNCorp C—~wN ~~~to all of the rights and ibilitie! of

PacifiCorp Maine and Ucah Power under the Public Utilities Law and Orden of the State

of Idaho upon the date rectuesced (which must be at least seven days afcer the
Applicants'otice

co th tom L —.S-=~&Lf the Applicants.--- —-. that the m=——will ==:=—--
IT IS FUROR ORDERED chat the Commission Sec cary issue che notices

re+rwl by this Order upon the AypBcants'otNcation to bar of their intention whether

to exercise tl» authorizatLona granted in CM5 CLXLar.

TRS 11 A FINAI. ORDER. Any interested in this OrcLer (or in issues

Anally decided by this Order} or in interlocutory Orders previously issued in these

ORDER NO. 2I567
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more than 754,E shares of Its serial preferred stock. and not warethan 3, 133,315 of its no par showed preferred stock upon the
conversion of all outstaeiding shares of common and preferred stockof PaciflCorp Maine and Utah Power in accordance with the merger
agreement be authorized and approved.

IT IS FURTHER ORDERED that the approvals and authorizations previously
listed be subject to the conditions set forth in Part VII of this Order.

IT IS FURTHER ORDERED that the Applicants inform the parties to this
proceeding arid the Commission Secretary on or bet" September 1, 1988, whether they
will exercise the authorities panted to them by this Order or whether they will need
additional time to determine whether they will exercise those authorities . If they have
not yet determined whether those authorities will be exercised on September 1, 1988, they
shall continue to report to the Commission. Secretary at two-week intervals until they
have determined whether they will exercise those authorities.

IT IS' FURTHER ORDERED that following . the Applicants ' report to the
Commission Secretary whether they will exercise, the authorizations given to them in this
Order.. PaciflCorp Oregon will succeed to all of the rights and responsibilities of
PaciflCorp Maine and Utah Power under the Public Utilities Law and Orders of the State
of Idaho tVm the date requested (which must be at least seven days after the Applicants'
notice to the Commission Secretary) if the Applicants report that the merger will proceed.

IT LS FURTHER ORDERED that the Commission Secretary issue the notices
required by this Order upon the Applicants ' notification to her of their intention whether
to exercise the auNfarizatIona granted to this Order.

.. THIS 13 A FR4AL ORDER. Any person Interested in this Order (or In issues
finally decided by this Order) or in - Interlocutory Orders previously issued in these

•
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Caae Roe, U-IN8-144, U 1046 l61 ao4 U-IISX I aNy petftfce For fderatfon within

twenty~ QI) days of the service date oF this Order fifth regatta to any matter dectded

fn this Order or fn Interlocutory CMera WWCNafy faaued in these Case Noe, Wfthfn seven

(7) days after any y
——.has petitioned fcN'~~fderatfon, any other p ~-. may

etftfan for fderatfan in r to hsues raised fn th» petftfon for
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Cue Na. U-1009-184, U.1 046-161 sod U-1 152-1 may petition for remuideretion within

twenty-one (21) days of the service date of this Order with regard to any matter decided

in this Order or in interlocutory Orden previously issued in these Can Noe. Within seven

(7) days after any person has petitioned for reconsideration, any other person may

crow-petition for recpisideration In response to issues raised in the petition for
reconsideration. See Idaho C. 161-626.

DONE by Order of the Idaho Public Utilities Commission at Boise , Idaho,
this 45--&day of April, 1998.

RALPH NELSON, COMMISSIONER

ATTEST:

%ra.-
MY A J. L AS, COMI ISS^ON SECRETARY

mi/dc/849L
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EXHIBlT D

BEFORE THE PUBLIC SERVICE COMMISSION OF WYOMIN

IN THE MATTER OF THE APPLICATION OF
PACIFICORP AND PC/UPGL CORP., (TO BE )

RENAMED PACIFICORP), FOR AN ORDER )

AUTHORIZING THE MERGER OF PACIFICORP )

AND UTAH POWER 6 LIGHT COMPANY INTO )

PC/UPSL MERGING CORP., AND AUTHORIZ- )
ING THE ISSUANCE OF SECURITIES, )

ASSUMPTION OF OBLIGATIONS, ADOPTION )
OF TARIFFS AND TRANSFER OF CERTIFI- )

CATES OF PUBLIC CONVENIENCE AND )

NECESSITY AND AUTHORITIES IN CONNEC- )
TION THEREWITH. )

IN THE MATTER OF THE APPLICATION OF )

UTAH POWER 6 LIGHT COMPANY FOR AN )
ORDER AUTHORIZING THE MERGER QF UTAH )

POWER & LIGHT COMPANY AND PACIFICORP )
INTO PC/UP6L MERGXNG CORP., (TO BE )
RENAMED PACIFXCORP), AND AUTHORXZING )

THE ISSUANCE OF SECURITIES'SSUMP- )
TION OF OBLIGATIONS, ADOPTION OF )
TARIFFS AND TRANSFER OF CERTIFICATES )
OF PUBLIC CONVENIENC'E AND NECESSITY )
AND AUTHORITIES IN CONNECTION THERE- )

WITH. )

DOCKET NO. 9266
SUB 104

DOCKET NO. 9199
SUB 83

APPEARANCES
HOUSTON G. WILLIAMS of Williams, Porter,

Day 5 Neville, Casper, Wyoming, and
JAMES F. FELL of Stoel, Rives, Boley,

Jones & Grey, Portland, Oregon, for
Joint Applicants PacifiCorp Maine D.B.A.

Pacific Power a Light Company (hereinafter
referred to as PacifiCorp Maine or Pacific Power),

and PC/UP&LMerging Corp., to be renamed
PacifiCorp Oregon upon completion of the merger

(hereinafter referred to as Merging Corp.
or PacifiCorp Oregon.)

HARRY L. HARRXS of Harris and Morton, Evanston,
Wyoming, and EDWARD A. HUNTER, JR. and THOMAS W.

FORSGREN, Salt Lake City, Utah, for Joint
Applicant Utah Power 6 Light Company

(hereinafter referred to as Utah Power.)

WILLIAM J. THOMSON of Dray, Madison 6 Thomson,
Cheyenne, Wyoming, and DAVID M. COVER,
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Englewood, Colorado, for Intervenor
The Pittsburg 6 Midway Coal Company

(hereinafter referred to as Pittsburg a Midway.)

JOHN A. SUNDAHL of Godfrey, Sundahl & Jorgenson,
Cheyenne, Wyoming, for Intervenors Amoco
Production Company and Chevron USA, Inc.

(hereinafter referred to as Amoco and Chevron.)

DONALD N. SHERARD of Sherard, Sherard a Johnson,
Wheatland, Wyoming, and GARY A. DODGE of Kimball, Parr,

Crocket and Waddoups, Salt Lake City, Utah, for
Intervenor Colorado River Energy Distribution Association

(hereinafter referred to as Colorado River Association.)

DONALD I. SHULTZ of Holland 6 Hart,
Cheyenne, Wyoming, for Intervenor Exxon USA

(hereinafter referred to as Exxon.)

THOMAS LYNN HUTCHINSON, Evanston, Wyoming,
for Intervenor City of Evanston, and for the
Southwest, Wyoming Utility Users Association

(hereinafter referred to as Southwest Wyoming Consumers.)

THOMAS A. NICHOLAS of Hirst, 6 Applegate, Cheyenne,
Wyoming, for Idaho Cooperative Utilities Association

(hereinafter referred to as Idaho Cooperative.)

CRAIG THOMAS, Casper, Wyoming, as General Manager
of the Wyoming Rural Electric Association and as a

State Representative, Casper, Wyoming; TED FROME for
Lower Valley Power & Light, Inc., Afton, Wyoming;
and, WILLIAM R. LEWIS as Manager of Bridger Valley

Electric Association, Inc., Mountain View, Wyoming;
appearing to make statements.

H E A R D B E F 0 R E

CHAIRMAN JOHN R. SMYTH,
DEPUTY CHAIRMAN BIL TUCKERI

COMMISSIONER NELS J. SMITH
Chairman Smyth presiding.

FINDINGS, CONCLUSIONS AND ORDER
(Issued February 24, 1988)

This matter is before the Commission upon the Joint

Application of Pacific Power, PacifiCorp Oregon and Utah Power

Docket No. 9266 Sub 104 Docket No. 9199 Sub 83

Englewood, Colorado, for Intervenor
The Pittsburg 6 Midway Coal Company

(hereinafter referred to as Pittsburg a Midway.)

JOHN A. SUNDAHL of Godfrey, Sundahl & Jorgenson,
Cheyenne, Wyoming, for Intervenors Amoco
Production Company and Chevron USA, Inc.

(hereinafter referred to as Amoco and Chevron.)

DONALD N. SHERARD of Sherard, Sherard a Johnson,
Wheatland, Wyoming, and GARY A. DODGE of Kimball, Parr,

Crocket and Waddoups, Salt Lake City, Utah, for
Intervenor Colorado River Energy Distribution Association

(hereinafter referred to as Colorado River Association.)

DONALD I. SHULTZ of Holland 6 Hart,
Cheyenne, Wyoming, for Intervenor Exxon USA

(hereinafter referred to as Exxon.)

THOMAS LYNN HUTCHINSON, Evanston, Wyoming,
for Intervenor City of Evanston, and for the
Southwest, Wyoming Utility Users Association

(hereinafter referred to as Southwest Wyoming Consumers.)

THOMAS A. NICHOLAS of Hirst, 6 Applegate, Cheyenne,
Wyoming, for Idaho Cooperative Utilities Association

(hereinafter referred to as Idaho Cooperative.)

CRAIG THOMAS, Casper, Wyoming, as General Manager
of the Wyoming Rural Electric Association and as a

State Representative, Casper, Wyoming; TED FROME for
Lower Valley Power & Light, Inc., Afton, Wyoming;
and, WILLIAM R. LEWIS as Manager of Bridger Valley

Electric Association, Inc., Mountain View, Wyoming;
appearing to make statements.

H E A R D B E F 0 R E

CHAIRMAN JOHN R. SMYTH,
DEPUTY CHAIRMAN BIL TUCKERI

COMMISSIONER NELS J. SMITH
Chairman Smyth presiding.

FINDINGS, CONCLUSIONS AND ORDER
(Issued February 24, 1988)

This matter is before the Commission upon the Joint

Application of Pacific Power, PacifiCorp Oregon and Utah Power

Docket No. 9266 Sub 104 Docket No. 9199 Sub 83

• 0
Englewood, Colorado, for Intervenor
The Pittsburg & Midway Coal Company

(hereinafter referred to as Pittsburg & Midway.)

JOHN A. SUNDAHL of Godfrey, Sundahl & Jorgenson,
Cheyenne, Wyoming, for Intervenors Amoco
Production Company and Chevron USA, Inc.

(hereinafter referred to as Amoco and Chevron.)

DONALD N. SHERARD of Sherard, Sherard & Johnson,
Wheatland, Wyoming, and GARY A. DODGE of Kimball, Parr,

Crocket and Waddoups, Salt Lake City, Utah, for
Intervenor Colorado River Energy Distribution Association
(hereinafter referred to as Colorado River Association.)

DONALD I. SHULTZ of Holland & Hart,
Cheyenne, Wyoming, for Intervenor Exxon USA

(hereinafter referred to as Exxon.)

THOMAS LYNN HUTCHINSON, Evanston, Wyoming,
for Intervenor City of Evanston, and for the
Southwest Wyoming Utility Users Association

(hereinafter referred to as Southwest Wyoming Consumers.)

THOMAS A. NICHOLAS of Hirst & Applegate, Cheyenne,
Wyoming, for Idaho Cooperative Utilities Association

(hereinafter referred to as Idaho Cooperative.)

CRAIG THOMAS , Casper, Wyoming , as General Manager
of the Wyoming Rural Electric Association and as a

State Representative, Casper, Wyoming; TED FROME for
Lower Valley Power & Light, Inc., Afton, Wyoming;
and WILLIAM R. LEWIS as Manager of Bridger Valley

Electric Association, Inc., Mountain View, Wyoming;
appearing to make statements.

H E A R D B E F O R E

•

CHAIRMAN JOHN R. SMYTH,
DEPUTY CHAIRMAN BIL TUCKER,
COMMISSIONER NELS J. SMITH
Chairman Smyth presiding.

FINDINGS CONCLUSIONS AND ORDER
(Issued February 24, 1988)

This matter is before the Commission upon the Joint

Application of Pacific Power, PacifiCorp Oregon and

Docket No. 9266 Sub 104 - 2

Utah Power

Docket No. 9199 Sub 83



ereinafter they may also be referred to as Applicants), filed

pursuant to W.S. 37-1-104, 37-2-119 3/-2-120, 37-2-205,

37-3-102, 37-3-l.ll, 37-3-112 and 37-6-101 through 37-6-107, for

an expeditiously issued order authorizing:

1. The merger of PacifiCorp Maine and Utah Power with, and,

into, PacifiCorp Oregon, with PacifiCorp Oregon to be the

surviving corporation, in accordance with an Agreement and Plan

of Reorganization and Merger among PacifiCorp Maine, Utah Power

and PacifiCorp Oregon, dated August 12, 1987 (Merger Agreement)

which agreement expires August 12, 1988;

2. Authorizing PacifiCorp Oregon to issue not more than

128,000,000 shares of its $ 3.25 par value common stock, not more

than 126,533 shares of its 5% Preferred Stock, not more than

754,802 shares of its Serial Preferred Stock, and not more than

3,183,815 shares of its No-Par Serial Preferred Stock upon the

conversion of all outstanding shares of common and preferred

stock of PacifiCorp Maine and Utah Power in accordance with the

terms of the Merger Agreement;

3. The assumption by PacifiCorp Oregon of all outstanding

debt obligations of PacifiCorp Maine and Utah Power and the

continuation or creation of liens in connection therewith;

4. The adoption by PacifiCorp Oregon of all tariff schedules

and special service contracts of PacifiCorp Maine and Utah Power

on f ile with the Commission and in ef feet at the time of the

merger, for service within all territories served prior to the

merger by PacifiCorp Maine and Utah Power respectively;
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5. The transfer to PacifiCorp Oregon of all certificates of

public convenience and necessity and rights and responsibilities

under Wyoming law of PacifiCorp Maine and Utah Power;

6. The transfer to PacifiCorp Oregon of all Commission

authorizations and approvals for the issuance of securities by

PacifiCorp Maine which have not been fully utilized; and

7. Approval of proposed journal entries.

FINDINGS ON PROCEDURE AND PARTIES

l. Published notice and personal notice was given to persons

having expressed an interest or believed by the Commission to

have an interest in this case. Public hearings in this case were

held: at t'e City Council Chambers, City Hall, Casper, on

December 14 and 15, 1987; at the City Council Chambers, City

Hall, Kemmerer on December 15, 1987; at the City Council

Chambers, City Hall, Evanston on December 7, 1987, and at Room

1299, Herschler Building, Cheyenne on January 11, 1988. Briefs

were duly filed by Applicants, by Intervenors Pittsburg Mining

and Idaho Cooperative, and by the City of Evanston.

2. The Commission set the additional public hearing in

Cheyenne mainly at the request of Colorado River Association.

Colorado River Association notified the Commission that they

would not appear at the Cheyenne public hearing and subsequently

did not appear.

3. Pacific Power is a Maine Corporation qualified to do

business in Wyoming with its main Wyoming office at Casper. It
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s authorized by the Commission to provide electric utility
service within designated urban and rural certificated service

areas throughout Wyoming as set forth in orders issued in Dockets

Nos 484 '11 p 530 p 542@ 562 '78 g 589 '33 g 638 g 657 677 g 679

742 / 743 g 990 g 992 through 1001 ~ 1934 ~ 8300 ~ 9047 ~ 9062 ~ 9083 ~

9213, 9251, 9271, 9297, 9311, 9319, 9349, 9360, 9366, 9399, 9408,

9419 g 9437 g 9440 g 9537 g 9582 g 9594 g 9602 g 9626 and 9659 and subs

thereunder. Pacific Power is also authorized to operate as an

electric public utility in the states of California, Idaho,

Oregon, Montana and Washington. PacifiCorp Maine operates its

electirc utility business in Wyoming and elsewhere as Pacific

Power.

Pacific Power serves 670,000 retail customers systemwide in

240 communities within 63,000 squa're miles of service areas. Its

utility distribution service is divided as follows: 56% in

Oregon; 21% in Wyoming; 14% in Washington; 5% in California and

1% in Idaho. Approximately 66% of Pacific Power's power supply

is obtained from its coal-fired plants, 16% from its

hydroelectric plant generation, and 18% from long-term power

purchases and other power purchases. Pacific Power employs 4100

persons. Pacific Power is currently interconnected with Utah

Power at Utah Power's Naughton coal-fired steam electric

generating plant located near Kemmerer, Wyoming.

4. Utah Power is a Utah Corporation qualified to do business

in Wyoming with its main Wyoming business office at Evanston. It
is authorized by the Commission to provide electric utility
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service within designated urban and, rural certificated service

areas in southwestern Wyoming including the municipalities of

Evanston and Kemmerer. Utah Power's Wyoming service areas are

set forth in orders issued in Dockets Nos. 338, 339, 340, 486,

700& 1934& 9027, 9062, 9425 and 9441 and subs thereunder. Utah

Power also provides electric public utility service in the states

of Idaho and Utah.

Utah Power serves 510,000 retail customers systemwide within

a total 90,000 square miles of service areas. Approximately 86%

of its power is obtained, from its coal-fired generation, 3% from

its hydroelectric generation, and the remainder from other

sources.

S. Merging Corp, was incorporated in the State of Oregon on

August ll, 1987.'ll outstanding shares of Merging Corp. are

owned by PacifiCorp Maine. When the Joint Applicants have

obtained all required state and federal authorities for the

merger, the Joint Applicants propose that: the separate corporate

existences of PacifiCorp Maine and Utah Power will cease; the

Merging Corp. will be the surviving entity; the name of Merging

Corp. will be changed to PacifiCorp Oregon, an Oregon

corporation; and PacifiCorp Oregon will be qualified to transact.

business and operate as a public utility in the states of

Wyoming, California, Idaho, Montana, Oregon, Utah and Washington.

6. Intervenor Pittsburg 6 Midway is a customer of Utah

Power, and Pittsburg 6 Midway is the supplier of coal from its

Kemmerer mine for the operation of Utah Power's Naughton Plant.
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7. Intervenors Exxon, Amoco and Chevron are large industrial

customers of Applicants. Exxon is .Pacific Power's largest

systemwide customer. Amoco is a self-generator and cogenerator

of power (40 Megawatt plant near Rock Springs) selling power to

Pacific Power under Pacific Power tariffs filed pursuant to the

Public Utility Regulatory Policies Act of 1978 (P.L. 95-617) and

Commission Rule Section No. 317.

8. Intervenor Colorado River Association is a nonprofit

Colorado corporation representing 117 electric systems in

Wyoming, Utah, Colorado, New Mexico, Arizona and Nevada.

Colorado River Association's Wyoming electric utility members are

Tri-State Generation and Transmission Association and the Wyoming

Municipal Power Agency.

9. The Intervenor City of Evanston is a customer of Utah

Power and represents its citizens who are served by Utah Pover.

The Southwest Wyoming Consumers represents utility customer

members throughout the area served by Utah Pover.

10. Intervenor Idaho Cooperative is a nonprofit Idaho

organization created to represent its Idaho members in utility
matters. Its members include Fall River Rural Electric

Cooperative, Inc., and Lower Valley Power 6 Light, Inc., which

provide electric utility service in Idaho as well as in western

Wyoming.

11. The Wyoming Rural Electric Association, Lover Valley

Power and Light, Inc., and Bridger Valley Electric Association,

Inc., appeared to voice certain concerns and obtain answers to

questions.
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FIND? NGS OF FACT

Joint Applicants'vidence:

l2. The utility systems of Pacific Power and Utah Power, when

merged into PacifiCorp Oregon, are proposed to be planned and

operated on a single utility basis. The mex'ged companies will be

managed on a divisional basis. Pacific Power and Utah Power

operations will each become a division of PacifiCorp Oregon and

each division will continue providing service within each

utility's present service areas under currently authorized rates,

tariffs, and contracts. Joint Applicants state that each

division will be given equitable representation on the Board of

Directors of PacifiCorp Oregon based upon measuxes such as the

proportional investment and revenues of each division.

13. Applicants provided evidence to show that they are each

financially sound, and that their long-term utility operations in

wyoming demonstrate that. each has been, and is, providing

efficient reliable and adequate service at reasonable rates to

the public within their service areas.

14. Each Applicant offered evidence to show that its money

market positions have improved and will continue improving with

or without the merger. Applicants evidence shows that the

financial community is still in the process of evaluating the

shoxt-term impact of the merger; but have expressed a positive

view of the long-term effects of the merger. Applicants offer

that these positive financial market indicators point toward a

lower long-term cost of capital for the merged company.
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15. Applicants show that both have taken action and conducted

studies, including investigation of various merger "partners",

pointed toward lowering costs and increasing efficiency.

Applicants state the principal reason for this action is to meet

the challenges of rigorous competition: from other power

suppliers, especially those suppliers in the Northwest with low

power production costs; from oil, wood and gas fuels; from

cogenerators; and from new and emerging technologies, including

fuel cells and photovotaics.

16. Applicants provided substantial evidence showing that the

extensive actions taken by each of them in recent years to lower

operational costs include: hiring freezes; termination of less

essential employees (Utah Power); early retirements; and deferred

and cancelled maintenance and construction. Applicants show 'that

these economies were accomplished by each of them while

maintaining a high degree of safety and quality service.

17. Applicants each represent that their studies show that a

consolidated, coordinated operation of their facilities provides

a "tailor made" opportunity for accomplishing further

efficiencies and cost savings that will substantially benefit

their customers and will permit PacifiCorp Oregon to compete in a

manner that will sustain and improve service quality at

reasonable rates.

18. Applicants state that their detailed studies are

conservatively based, and will result in operating benefits of

$ 48 million for the initial year of the merged operations,

Docket No. 9266 Sub 104 Docket No. 9199 Sub 83

15. Applicants show that both have taken action and conducted

studies, including investigation of various merger "partners",

pointed toward lowering costs and increasing efficiency.

Applicants state the principal reason for this action is to meet

the challenges of rigorous competition: from other power

suppliers, especially those suppliers in the Northwest with low

power production costs; from oil, wood and gas fuels; from

cogenerators; and from new and emerging technologies, including

fuel cells and photovotaics.

16. Applicants provided substantial evidence showing that the

extensive actions taken by each of them in recent years to lower

operational costs include: hiring freezes; termination of less

essential employees (Utah Power); early retirements; and deferred

and cancelled maintenance and construction. Applicants show 'that

these economies were accomplished by each of them while

maintaining a high degree of safety and quality service.

17. Applicants each represent that their studies show that a

consolidated, coordinated operation of their facilities provides

a "tailor made" opportunity for accomplishing further

efficiencies and cost savings that will substantially benefit

their customers and will permit PacifiCorp Oregon to compete in a

manner that will sustain and improve service quality at

reasonable rates.

18. Applicants state that their detailed studies are

conservatively based, and will result in operating benefits of

$ 48 million for the initial year of the merged operations,

Docket No. 9266 Sub 104 Docket No. 9199 Sub 83

•

•

•

•

15. Applicants show that both have taken action and conducted

studies, including investigation of various merger "partners",

pointed toward lowering costs and increasing efficiency.

Applicants state the principal reason for this action is to meet

the challenges of rigorous competition : from other power

suppliers , especially those suppliers in the Northwest with low

power production costs; from oil, wood and gas fuels; from

cogenerators ; and from new and emerging technologies , including

fuel cells and photovotaics.

16. Applicants provided substantial evidence showing that the

extensive actions taken by each of them in recent years to lower

operational costs include : hiring freezes ; termination of less

essential employees ( Utah Power ); early retirements ; and deferred

and cancelled maintenance and construction . Applicants show that.

these economies were accomplished by each of them while

maintaining a high degree of safety and quality service.

17. Applicants each represent that their studies show that a

consolidated , coordinated operation of their facilities provides

a "tailor made " opportunity for accomplishing further

efficiencies and cost savings that will substantially benefit

their customers and will permit PacifiCorp Oregon to compete in a

manner that will sustain and improve service quality at

reasonable rates.

18. Applicants state that their detailed studies are

conservatively based, and will result in operating benefits of

$48 million for the initial year of the merged operations,

Docket No . 9266 Sub 104 - 9 Docket No . 9199 Sub 83



advancing progressively to a total of $ 158 million in the fifth
year of the merged operation. The fifth-year estimates of

benefits are shown to be: $ 11 million in net reduced

construction; $ 17 million from economic development; $ 20 million

from administration efficiencies; $ 53 million from manpower

efficiencies; and $ 57 million in power supply savings and sales.

Applicants show that the merger transaction will be a tax free

reorganization under Section 368(a)(1)(A) of the Internal Revenue

code.

19. Applicants evidence supporting the amounts of the merger

benefits include:

a. PacifiCorp Maine is a winter-peaking utility and

Utah Power is a summer-peaking utility, the combination of which

will result in a more efficient and cost saving higher load

factor operation;

b. better utilization of Applicants'xisting
facilities and power resources by integration, including improved

interexchange and movement of power by central dispatch;

c. planned new transmission facility construction which

will increase the interdivisional and interstate interexchange

and movement of power;

d. PacifiCorp Oregon gaining access to potential new

wholesale markets in the southwestern United States, which will

provide an estimated 200 megawatts in new wholesale sales and

provide PacifiCorp Oregon with access to lower cost power

supplies throughout the western United States;
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e. postponement for several years of new energy and

capacity construction;

f. increased flexibility in the maintenance of the

generating plants, and reduced. load fallowing burden as a result

of the coordinated power plant and transmission facility
operations;

g. reduced inventories. and elimination of duplications;

..b. sharing expertise and services between divisions;

and

i. systemwide adoption of successful operational

programs, including Utah Power's adoption of Pacific Power's

successful and progressive economic development policies, and

Pacific Power utilizing Utah Power's efficient automatic load-

following techniques.

20. Based upon the merger improvements and benefits

demonstrated by their detailed studies, Applicants have committed

to near-term, non-cost based rate reductions under the merger, as

follows:

a. reduction of rates of Utah Power's firm customers by

2% within 60 days of the merger effective date; and as

operational experience is gained under the merger, and no later

than December 31, 1988, to submit a detailed plan for reducing

such rates an additional 3% to 8% for a total of S% to 10% over

the next five years; and

b. to maintain "stable" the rates of customers of

Pacif ic Power over the five-year period, commencing with the

Docket No. 9266 Sub 104 Docket No. 9199 Sub 83

e. postponement for several years of new energy and

capacity construction;

f. increased flexibility in the maintenance of the

generating plants, and reduced. load fallowing burden as a result

of the coordinated power plant and transmission facility
operations;

g. reduced inventories. and elimination of duplications;

..b. sharing expertise and services between divisions;

and

i. systemwide adoption of successful operational

programs, including Utah Power's adoption of Pacific Power's

successful and progressive economic development policies, and

Pacific Power utilizing Utah Power's efficient automatic load-

following techniques.

20. Based upon the merger improvements and benefits

demonstrated by their detailed studies, Applicants have committed

to near-term, non-cost based rate reductions under the merger, as

follows:

a. reduction of rates of Utah Power's firm customers by

2% within 60 days of the merger effective date; and as

operational experience is gained under the merger, and no later

than December 31, 1988, to submit a detailed plan for reducing

such rates an additional 3% to 8% for a total of S% to 10% over

the next five years; and

b. to maintain "stable" the rates of customers of

Pacif ic Power over the five-year period, commencing with the

Docket No. 9266 Sub 104 Docket No. 9199 Sub 83

•

•

•

0

e. Postponement for several years of new energy and

capacity construction;

f. increased flexibility in the maintenance of the

generating plants, and reduced load following burden as a result

of the coordinated power plant and transmission facility

operations;

g. reduced inventories and elimination of duplications;

..h. sharing expertise and services between divisions;

and

i. systemwide adoption of successful operational

programs, including Utah Power's adoption of Pacific Power's

successful and progressive economic development policies, and

Pacific Power utilizing Utah Power's efficient automatic load-

following techniques.

20. Based upon the merger improvements and benefits

demonstrated by their detailed studies, Applicants have committed

to near-term, non-cost based rate reductions under the merger, as

follows:

a. reduction of rates of Utah Power's firm customers by

2% within 60 days of the merger effective date; and as

operational experience is gained under the merger, and no later

than December 31, 1988, to submit a detailed plan for reducing

such rates an additional 3% to 8% for a total of 5% to 10% over
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merger authorization.

21. Applicants state that if merger benefits exceed those

included in the proposed rate reductions, the rate regulating

agencies will determine how the benefits will be shared among the

jurisdictions. Applicants state that the merger benefits will

continue beyond the five-year period, but that commitments by

them beyond that period are not reasonable because of the

volatility of the economy, Applicants commit that, in any case,

no rate increases will occur as a result of the merger.

22. Applicants state that it is not reasonable at this time

to include in the merger proposal the incorporation of Utah

Power's Wyoming service area into the proposed Pacific Power

division because the rates of PacifiCorp Maine are lower than

those of Utah Power. This price disparity results mainly from

Pacific Power's much larger proportion of lower-cost

hydroelectric power supplies. Applicants show that such action

taken at this time would unfairly require rate increases to the

rates of Pacific Power's Wyoming customers. Applicants state

that the consolidation of the Pacific Power and Utah Power

properties may be accomplished after the initial five-year term

of the merger when the PacifiCorp Oregon utility operating

divisions show a similar cost of service.

23. Applicants answer the general concerns expressed by

lntervenors and the other persons appearing, as follows:

a. all existing transmission contracts will be honored

by PacifiCorp Oregon, and all affected persons have access to the
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Federal Energy Regulatory Commission, which has jurisdiction over

bulk power sales and transmission, in case of controversy;

b. Applicants, individually or as merged, vill
negotiate on power purchase and transmission matters with public

and private entities on a one-on-one basis, just as Pacific Power

is now negotiating with the Bonneville Power Administration;

c. no evidence was provided by Intervenors or others

disclosing existing utility purchase or transmission contracts in

Wyoming, the Southwest or in other areas that will be interfered

with by the merger.

d. PacifiCorp Oregon will provide an important market

for public and other bulk power suppliers;

e. PacifiCorp Oregon should be granted reciprocal

transmission line access rights on other transmission systems to

the same extent that that entity is granted access rights on

PacifiCorp Oregon's transmission system;

f. all power utilities must take steps, including

mergers if appropriate, to improve their competitive positions in

this era of economically generated, and federal governmental

promoted, competition; and

g. it is not possible to accomplish all of the benefits

of the proposed merger by the alternative of contracting between

Pacific Power and Utah Power.

24. Concerning the issue of the Commission's ability to

regulate the larger PacifiCorp Oregon, Applicants state that: the

Commission has fully and adequately regulated each Applicant; a

Docket No. 9266 Sub 104 13 Docket No. 9199 Sub 83

Federal Energy Regulatory Commission, which has jurisdiction over

bulk power sales and transmission, in case of controversy;

b. Applicants, individually or as merged, vill
negotiate on power purchase and transmission matters with public

and private entities on a one-on-one basis, just as Pacific Power

is now negotiating with the Bonneville Power Administration;

c. no evidence was provided by Intervenors or others

disclosing existing utility purchase or transmission contracts in

Wyoming, the Southwest or in other areas that will be interfered

with by the merger.

d. PacifiCorp Oregon will provide an important market

for public and other bulk power suppliers;

e. PacifiCorp Oregon should be granted reciprocal

transmission line access rights on other transmission systems to

the same extent that that entity is granted access rights on

PacifiCorp Oregon's transmission system;

f. all power utilities must take steps, including

mergers if appropriate, to improve their competitive positions in

this era of economically generated, and federal governmental

promoted, competition; and

g. it is not possible to accomplish all of the benefits

of the proposed merger by the alternative of contracting between

Pacific Power and Utah Power.

24. Concerning the issue of the Commission's ability to

regulate the larger PacifiCorp Oregon, Applicants state that: the

Commission has fully and adequately regulated each Applicant; a

Docket No. 9266 Sub 104 13 Docket No. 9199 Sub 83

0

• Federal Energy Regulatory Commission, which has jurisdiction over

0

bulk power sales and transmission, in case of controversy;

b. Applicants, individually or as merged, will

negotiate on power purchase and transmission matters with public

and private entities on a one-on-one basis, just as Pacific Power

is now negotiating with the Bonneville Power Administration;

c. no evidence was provided by Intervenors or others

disclosing existing utility purchase or transmission contracts in

Wyoming, the Southwest or in other areas that will be interfered

with by the merger.

d. PacifiCorp Oregon will provide an important market

for public and other bulk power suppliers;

e. PacifiCorp Oregon should be granted reciprocal

transmission line access tights on other transmission systems to
the same extent that that entity is granted access rights on

PacifiCorp Oregon's transmission system;

f. all power utilities must take steps, including

mergers if appropriate, to improve their competitive positions in

this era of economically generated, and federal governmental

promoted, competition; and

g. it is not possible to accomplish all of the benefits

of the proposed merger by the alternative of contracting between

Pacific Power and Utah Power.

24. Concerning the issue of the Commission's ability to

regulate the larger PacifiCorp Oregon, Applicants state that: the

Commission has fully and adequately regulated each Applicant; a

Docket No. 9266 Sub 104 - 13 - Docket No. 9199 Sub 83



comprehensive "audit trail" will be provided to permit tracking

of changes under the merger for regulatory purposes; and

Applicant will provide periodic detailed reports as required by

each jurisdiction. Applicants state that the Commission will,
under the merger, be able to fully and adequately address all

1ssues including complex interjurisdictional and

intrajurisdictional allocations.

25. Concerning the Naughton generating plant operation under

the merger, Applicants state that: generation from all the merged

companies'enerating plants will be increased as required for

anticipated additional bulk power sales; planned plant

curtailments will be accomplished on the basis of the lowest

total power production costs; and that a benefit of the merger is

that curtailments will be made over a much broader base.

26. Applicants state that systemwide load-control and load-

following on an economic basis require immediate decisions, and

that obtaining prior authority for changes in generation mix

would be costly, unreasonab1e and ~ould encumber efficient plant

operations. Applicants offer that the Commission has and can

monitor plant operations to determine that operations are

conducted on a prudent, non-discriminatory, public interest

basis. Applicants state that no agreements have been made that

would require uneconomic use of coal mined in another state.

27. Applicants request prompt Commission action on their

Joint Application based on the public hearing record now before

the Commission; and they offer that the public interest does not
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support any delay for the purpose of determining the action of

the Federal Energy Regulatory Commission or other regulatory

agencies,

28. Utah Power states that it has been contacted concerning

service to a potential oil and, gas developer customer in the

Hickey Mountain area claimed by Bridger Valley as being within

its service area; that the service authority in the area is not

clear; and Utah Power would apply to the Commission before

seeking to extend service to this new location.

29. Applicants stated that applications would be made prior

to changes in the areas of concern as stated by Intervenors Exxon

and Amoco and Chevron including: the timing of the proposed

inclusion of the Naughton Plant Unit No. 3 in Utah Power's rate

base; the sale of utility assets; the sale or transfer of assets

between divisions; and any planned changes in cogeneration rates,

charges, and service conditions.

30. Applicants state the final action by the Commission

should, not be delayed for the purpose of ruling on allocations,

since this issue and other rate issues are properly matters for

future determination.

Intervenor Pittsburgh 8 Midway:

31. Utah Power's Naughton generating plant utilizes 60% of

Pittsburg 6 Midway's Kemmerer mine production, The Kemmerer mine

has an estimated 50-year life at present production levels.

Pittsburg a Midway employs about 400 persons and provides 36% of

the tax base of the local school district.
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32. Pittsburg & Midway's main concern is that PacifiCorp

Oregon may unfairly burn coal for generation from the merged

company's mines, or from its affiliates'ines, in preference to

coal from independently owned mines.

33. Pittsburg & Midway states that the data in Joint

Applicants'xhibit Nos. 8.5 and 11, which shows the Naughton

plant fuel cost to be higher than Joint Applicants'ther
generating plant fuel costs, is inaccurate because the utility
owned mine costs do not include provision for rate of return on

investment.

34. Pittsburg & Midway offers that the Commission should

require Joint, Applicants to obtain prior approval for any planned

reduction of coal burn at any plant which obtains its coal

supplies from non-utility owned mines. Pittsburg & Midway

requests that the threshold for requiring prior approval should

be a reduction of 108 of the average 1985-7 calendar years'oal
burn.

Position of Intervenors Amoco and Chevron:

35. Intervenors Amoco and Chevron stated that they do not

oppose the merger; and that Applicants'vidence and the

information provided to Intervenors as a result of Commission

staff's investigation answered their concerns, which include:

a. that the proposed merger should not cause rate

increases to Pacific Power's customers;

b. a cost benefit analysis of the merger risks should

be made; and
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c. that the Commission should rule upon any proposed

change in currently authorized interjurisdictional allocation

bases, with adequate prior public notice and public hearing

opportunity.

Exxon's position:

36. Exxon is Pacific Power's largest customer systemwide and

is also a large industrial customer of Utah Power.

37. Intervenor Exxon, based on the evidence of record and

Commission staff's investigation information, supports approval

of the merger, but reserved the right to request additional rate

decreases during the initial five-year term of the merger.

3S. Exxon requested information on the plans of Utah Power to

include the generating unit No.. 3 of the Naughton Plant in its

rate base, and on any proposed changes in cogeneration rates,

charges or service conditions.

Intervenor Colorado River Association voiced the following
concerns:

39. The merged company will gain excessive control of access

to surplus and low cost power sales markets.

40. Third parties'bility to obtain wheeling of their power

through the merged utility area will be hampered by the more

concentrated use by Applicants of their own transmission

facilities.
41. The integrated system operation may adversely affect the

merged system reliability.
42. The benefits of the merger may not develop as forecast.
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43. The Commission should consider, as an alternative to

approving the merger, requiring Applicants to contract for their

planned coordinated operation.

Questions posed by the Intervenor City of Evanston and by the
Southwest Wyoming Consumers:

44. Intervenor the City of Evanston and the Southwest Wyoming

Consumers request that the Commission closely monitor the

management of the proposed Utah Power division and the coal use

under the merged company, to prevent any action that would

adversely, unfairly and unnecessarily impact the customers and

economy of southwestern Wyoming. The City and, the Southwest

Wyoming Consumers request that, at the earliest reasonable

opportunity, Utah Power's Wyoming service area be integrated into

PacifiCorp Oregon's Wyoming service area, for rate, service and

management parity throughout Wyoming.

Request of Idaho Cooperative:

45. Intervenor Idaho Cooperative argues that the issues of

transmission access and of wholesale rates are exclusively within

the jurisdiction of the Federal Energy Regulatory Commission, and

should not be ruled upon in this case.

Statements of other persons appearing:

46. Representative Thomas stated concerns, including that:

a. the merged company vill have increased economic

leverage which may be a barrier to the marketing of power in

Wyoming by public power entities in behalf of Wyoming rural

electric utilities;
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b. the expanded and strengthened merged Company may be

difficult to regulate; and

c. the Commission should consider, as an alternative to

the merger, requiring Applicants to contract for the power

transmission, exchanges and sale planned by them.

47. Bridger Valley stated the following concerns:

a. the merger may make it more difficult for its

wholesale supplier Deseret Generation and Transmission

Association to transmit power to Bridger Valley;

b. the merged company may eliminate Bridger Valley as a

competitor, and increase Bridger Valley's cost of power; and

c. Utah Power is seeking to serve a potential oil field

customer in service area exclusively certificated to Bridger

Valley.

48. No other persons appeared to make a statement.

CONCLUSIONS

l. Adequate public and personal notice was given as required

by Nyaming law.

2. This is a reorganization of public utilities as defined

by W.S. 37-1-104(b} which provides:

(a} No reorganization of a public utility shall
take place without prior approval by the public service
commission. The commission shall not approve any
proposed reorganization if the commission finds, after
public notice and opportunity for public hearing, that,
the reorganization will adversely affect the utility's
ability to serve the public.

The determination that a utility's ability to serve the

public will not be adversely affected requires consideration of
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each element of the Commission's jurisdiction as set forth in

Chapters 1, 2, 3 and 6 of Title 37, Wyoming Statutes 1977. These

elements include: rates; any matters affecting or influencing

cost and value of the utility property and business; the

financial ability and good faith of applicant; the present and

future public convenience and necessity; and the adequacy,

efficiency and safety of utility service and facilities so as to

promote the safety, health, comfort and convenience of the

public, the utility's employees and the utility's customers.

Under W.S. 37-2-119 the Commission must determine for all

regulatory purposes whether a utility's property located within

or outside of Wyoming is "used and useful" for Wyoming service.

Additionally Section 12 of Title 37, Wyoming Statutes 1977,

requires the Commission to determine that the issuance of

securities payable at a period of more than 18 months are

consistent with the public interest and that the aggregate amount

of the securities will not exceed the face value of the business

of the public utility.
The Wyoming Supreme Court has consistently held that in

certification and rate matters the paramount consideration must

be the public interest and. that in certification matters any

incidental disadvantages must be weighed in balance against

public advantages. Riverton Valley Elec. Co. v. Pacific Power 8

Light Co., 391 P.2d 489, (Wyo. 1964); Matter of Rule Radio

Service, Inc., 621 P.2d 241, (Wyo. 1980); McCulloch Gas

Transmission Co. v. Public Service Commission, 627 P.2d 173,
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yo. 1981); and Mountain Fuel Supply Co. v. Public Service

Commission, 662 P.2d 878 (Wyo. 1983).

3. The uncontroverted evidence discloses that Pacific Power

and Utah Power have, over the many years of their authorized

service, provided adequate, efficient, safe and reliable service

to the public within areas certificated to them. During this

period the Commission has presided over the several purchases of

other Wyoming utilities by Pacific Power and by Utah Power.

Pacific Power's Wyoming electric utility merger and purchase

transaction presided over by the Commission include: Mountain

States Power Company in 1954; Western Public Service Company in

1955; Shannon Gas 6 Electric Company in 1959; Rawlins Electric

Company in 1959; Southern Wyoming Utilities in 1960; South

Superior electric system in 1967; Farmers'ight a Power in 1967;

Town of Sinclair electric system in 1967; and Consumer Lite

Power in 1982. The Commission is currently considering Pacific

Power's application to purchase Shoshone River Power, Inc. and

Garland Light 6 Power Company.

The Commission has presided over the Wyoming electric

utilities purchases by Utah Power of S.R. Inch in 1923, Green

River Power and Light in 1925, California-Pacific in 1963 and,

Lincoln Service in 1981.

These cases involved, in varying degrees, all the issues of

the subject Joint Application, including: the regulation of a

separate unit or divisional basis of the new acquired service

areas; the progressive melding of these units into one Wyoming
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service area; facility adjustments and construction for

centralized efficient operations; rate adjustments progressing

toward uniform Wyoming systemwide rates for each utility; the

determination of facilities "used and useful" for Wyoming

service; and very complex but accomplished intrastate and

interstate allocations. In each acquisition case PacifiCorp

Maine and Utah Power demonstrated superior ability in providing

and improving (and in most, cases substantially improving) utility
service, accomplishing economies, providing adequate information

for decision making and coordinating with various regulating

jurisdictions, on interstate allocation questions.

4. The substantial evidence of this case supports the

conclusions that:

a. PacifiCorp Oregon will be able, financially and

otherwise, to continue to provide adequate, efficient, safe and

reliable electric utility service within the Applicants'ssigned

Wyoming service areas under its divisional operations plan;

b. the rate proposals of Joint Applicants are in the

present and future interests of the Wyoming public presently

served and to be served by them;

c. the value of. the utility property of Joint

Applicants will not be adversely affected by the merger;

d. the aggregate amount of the securities outstanding

and as authorized by this order will not exceed the fair value of

the properties and businesses of Pacific Po~er and Utah Power;

e. no substantive evidence was presented by any party
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that shows that the merger will be detrimental to Wyoming

electric utilities or their customers; and

f. there is no evidence of record to show that this

Commission cannot adequately and timely investigate, issue public

notice and hold public hearings, and rule upon any jurisdictional

PacifiCorp Oregon matter in the interests of the Wyoming public,

including future rate and service changes, determinations that

facilities in the state and outside the state are "used and

useful" for Wyoming service, and intrastate and interstate

allocation determinations.

g, the advantages to the Wyoming public of the merger

as shown by the evidence of record outweigh the concerns voiced

on the record.

5. Requiring prior authorization from the Commission before

a utility can adjust power plant and large power transmission

operation and dispatch is not reasonable or in the public

interest as it may hamper the utility's ability to adequately,

efficiently, and responsively serve the public.

6. This Commission is deeply aware and concerned about the

potential adverse economic consequence of cut backs in the

operation of Wyoming generating plants, as aptly expressed by

Intervenors Pittsburg a Midway and the City of Evanston. The

utility po~er plant operations in Wyoming communities is a

predominant economic factor. Pursuant to W.S. 31-2-120, 37-3-112

and 37-3-114, the Commission has required utilities to report

concerning any major changes in operations, and will continue
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this practice concerning any major planned or emergency changes

in the operations of the Joint Applicants'ower plants. Any

person can file a complaint concerning any change in a utility's

operation that would affect the "safety, health, comfort and

convenience" of the public (W.S. 37-3-114). Also plant cost

data is a matter investigated by the Commission in each general

rate case proceeding, providing another forum for any person to

question utility management practices.

7. The courts have uniformly held that regulatory agencies

should expeditiously consider and rule upon matters before them.

The record does not disclose any legal reason for delaying final

action. The interests of the Wyoming public will be served by a

prompt decision. Additionally, it may be useful for the other

jurisdictions to be advised of the evaluation and rulings of that

state jurisdiction (Wyoming) wherein both Pacific Power and Utah

Power have provided extensive electric utility service for many

years, recognizing however that the state of Idaho also regulates

both utilities. The Commission will closely monitor the progress

and final action of the other federal and state agencies also

having jurisdiction over this merger.

0 R D E R

IT IS HEREBY ORDERED THAT:

l. The Joint Application of PacifiCorp Maine and Utah Power

for the merger of PacifiCorp Maine and Utah Power with, and into,

PacifiCorp Oregon in accordance with the Agreement and Plan of

Reorganization and Merger dated August 12, 1987 be, and it hereby
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is, approved.

2. PacifiCorp Oregon be, and it is hereby authorized, to

issue not more than 128,000,000 shares of its $ 3.25 par value

Common Stock, not more than 126,533 shares of its 5% Preferred

Stock, not more than 754,802 shares of its Serial Preferred

Stock, and not more than 3,183,815 shares of its No Par Serial

Preferred Stock upon the conversion of all outstanding shares of

common and preferred stock of PacifiCorp Maine and Utah Power in

accordance with the terms of the Merger Agreement.

3. PacifiCorp Oregon be, and it is hereby authorized to

assume all debt obligations of PacifiCorp Maine and Utah Power

outstanding as of the mergex', and authorized to continue, and to

create liens in connection therewith, subject to compliance with

the requirements of Wyoming law and Commission rules.

4. Pursuant to Commission Rule Section 219, PacifiCorp

Oregon, doing business as Pacific Power a Light Company, be, and

it hereby is, authorized to adopt all tariff schedules and

special service contracts of PacifiCorp Maine in effect as of the

merger for service within Pacific Power's service area.

5. Pursuant to Commission Rule Section 219, PacifiCorp

Oregon, doing business as Utah Power a Light Company, be, and it
hereby is, authorized to adopt all tariff schedules and special

service contracts of Utah Power in effect as of the mex'ger, for

service within Utah Powex's authorized service area.

6. PacifiCorp Oregon, doing business as Pacific Power

Light Company, be, and it hereby is, granted the transfer of all
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certificates of public convenience and necessity of pacifiCorp

Maine.

7. PacifiCorp Oregon, doing business as Utah Power 6 Light

Company, be, and it hereby is, granted the transfer of all

certificates of public convenience and necessity of Utah Power.

8. The Commission authorizations and approvals for the

issuance of securities by PacifiCorp Maine which have not been

fully utilized as of the merger be, and hereby axe, transferred

to PacifiCorp Oregon.

9. PacifiCorp Oregon shall, upon the merger, succeed to the

utility rights and responsibilities of Pacif iCorp Maine and Utah

Power under the public utility laws of Wyoming and the orders of

the Commission.

10. PacifiCorp Maine and Utah Power shall, at appropriate

intervals advise the Commission of the status of the merger

application proceedings in the other jurisdictions.

11. PacifiCorp Maine, Utah Power and, upon the merger,

PacifiCorp Oregon vill continue to advise the Commission of any

major operation changes affecting Wyoming service, including

those involving the operations of Utah Power's Naughton Plant and

PacifiCorp Maine's power plants.

12. Applicants proposed. journal entries set forth in

Applicants'xhibit 4M be, and hereby are approved.

13. This order documents the Commission's final action taken

in special open meeting of February 4, 1988, concerning which all

the parties were given notice.
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14. This Order is effective immediately.

MADE and ENTERED at Cheyenne, Wyoming, this 24th day of

February, 1988.

PUBLIC SERV

7.-A.
pa+N R. SMYTH, Chairmjfi

MING

BIL TUCKER, Deputy Chairman

SNIT ~ ommissioner

ALEX J.~ET IOPULOI', Secretary
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EXHIBIT E

Service Date: February 2~,1988

DEPARTMENT OF PUBLIC SERVICE REGULATION
BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MONTANA

IN THE MATTER of the Montana Public
Service Commission's Investigation of
the Merger of the Pacific Power and
Light Company and the Utah Power and
Light Company.

In the Matter of the Application of
PC/UP&LMerging Corp. (to be renamed
PacifiCorp) to: (1) issue its Common
Stock and Preferred Stock to effect
a merger with PacifiCorp and Utah
Power & Light Company, (2) Assume
all debt obligations of PacifiCorp
and Utah Power & Light Company, and-
(3) Issue its securities under
authorizations previously granted
to PacifiCorp by the Commission.

)
) UTILITY DIVISION 87.9,51
)

)

)
)

)

)

) UT1LITY DIVISION
) DOCKET NO. 87.9.49
) ORDER NO. 5297a
)
)

)
)

)

BACKGROUND

1. On or about August 12, 1987, the Pacific Power and Light

Company and the Utah Power and Light, Company announced publicly

that, they had reached a definite agreement to merge the two compa-

nies. On August 26, 1987, Frederic Reed, a PP&LVice President,

met publicly with the members of the Montana Public Service Commis-

sion (PSC or Commission) to discuss the impacts of the proposed

merger upon the rates and services offered by PP&Lin its Montana

service territory. At that time Mr. Reed indicated that he did

not believe that the merger would have any detrimental impacts

upon PP&L's ratepayers in Montana.

2. On September 17, 1987, PC/UP&L Merging Corp. (to be

renamed PacifiCorp) (PacifiCorp Oregon), a corporation organized
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merger upon the rates and services offered by PP&Lin its Montana

service territory. At that time Mr. Reed indicated that he did

not believe that the merger would have any detrimental impacts

upon PP&L's ratepayers in Montana.

2. On September 17, 1987, PC/UP&L Merging Corp. (to be

renamed PacifiCorp) (PacifiCorp Oregon), a corporation organized
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and existing under and by virtue of the Laws of the State of Ore-

gon and qualified to transact business in Montana, filed with the

Montana Public Service Commission its vexitied application, pursu-

ant to Sections 69-3-501 through 69-3-507, MCA, requesting an

order authorizing PacifiCorp Oxegon to (I) issue not more than

128,000,000 shares of its $ 3.25 par vaLue common stock, not more

than 126,533 shares of its $ 100 par value 58 Prefezred Stock, .".ot

more than 754,802 shares of its $ 100 paz vaLue Serial Preferred

Stock, and not more than 3,183,815 shares of its No Paz Serial

Preferzed Stock to effect a merger of PacitiCorp (PacifiCorp

Maine) and Utah Power a Light Company (Utah Power) with and into

PacifiCozp Oregon; (2) assume all of the debt obligations of

PacitiCorp Maine and Utah Powex outstanding at the effective date

of the proposed merger and to continue or create liens in connec-

tion thezewith; and (3) issue its securities under authorizations

previously granted to pacifiCozp Maine by the Commission, which

authorizations have not yet been fully utilized.

The application is supported by exhibits, testimony and data

in accordance with the rules and regulations of the Commission

governing the authorization of the issuance of securities by elec-

tric and gas utility companies operating within Montana.

For detailed information with respect, to the general charac-

ter of PacifiCorp Oregon's business and the territories to be

served by it, reference is made to annual reports of PacitiCorp
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Maine on file with the Commission and the data filed with this

application.

The application sets forth Counsel who will pass upon the

legality of the proposed issuance, the other regulatory authoriza-

tions required, and the propriety of the proposed issue.

3. On September 28, 1987, the Commission voted to waive the

30 day deadline for consideration of such an application, extend-

ing the deadline to February 17, 1988. See Section 69-3-503, MCA.

4. On October 2, 1987, the Commission issued an order initi-
ating an independent investigation of the extent of its jurisdic-

tion and the ramifications of the proposed merger. The Commission

determined that, at, a minimum, the following .issues should be

addressed:

1) Does the Commission have jurisdiction over the

proposed merger? That is, does review of the pro-

posed merger fall under the Commission's statutory

duty to assure that ratepayers receive adequate

service at reasonable rates?

2) Zf the Commission does have jurisdiction over the

proposed merger, what further action is appropriate?

See Order No. 5298.

5. The securities application described above, Docket No.

87.9.49, was consolidated into the investigation docket for fur-
ther consideration and final disposition.
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6. On December 7, 1987, and pursuant to a Notice of Public

Hearing, a hearing was held in Kalispell, Montana. Satellite pub-

lic hearings were held in Kalispell and Libby, Montana, on the

evenings of December 8 and 9, 1987, respectively.

FINDINGS

7. PacifiCorp Oregon is a corporation organized and exist-

ing under and by virtue of the laws of the State of Oregon and is

qualified to transact business in the State of Montana.

8. PacifiCorp Oregon will be operating as a public utility
as defined in Section 69-3-101, MCA, and is engaged in furnishing

electric- service in Montana, as PacifiCorp Maine.

9. The Commission has jurisdiction over the subject matter

of the application under Section 69-3-102, MCA.

10. Pursuant to an Agreement and Plan of Reorganization and

Merger. (Merger Agreement), dated August 12, 1987, among PacifiCorp

Maine, a Maine corporation, Utah Power, a Utah corporation, and

PackfiCorp Oregon, PacifiCorp Maine and Utah Power will be merged

with and into PacifiCorp Oregon. The outstanding shares of the

capital stock of PacifiCorp Maine and Utah Power will be converted

into shares of the capital stock of PacifiCorp Oregon as described

in Section 1.3 of the Merger Agreement.

PacifiCorp Oregon will also assume all debt, obligations

of PacifiCorp Maine and Utah Power outstanding as of the effective

date of the merger. As a result of this merger, the separate

corporate existences of PacifiCorp Maine and Utah Power shall
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cease and thereupon PacifiCorp Maine, Utah Power and PacifiCorp

Oregon will be a single corporation (renamed PacifiCorp) subject

to the Restated Articles of Incorporation and Bylaws of PacifiCorp

Oregon. By operation of law, all of the assets of PacifiCorp

Maine and Utah Power will become assets of PacifiCarp Oregon. The

merger also will have the effect of changing PacifiCorp Maine's

state of incorporation from Maine to Oregon.

11. PacifiCorp Oregon was incorporated on August 11, 1987 as

an Oregon corporation with 100 shares of no par value common

stock, which are now owned by PacifiCorp Maine. These 100 shares

will be canceled at the time of the merger. In order to effect

the merger with PacifiCorp Maine and Utah Power, PacifiCarp Oregon

will issue its common stock upon conversion of the common stocks

of PacifiCorp Maine and Utah Power and will issue its preferred

stocks of various classes and series upon conversion of the pre-

ferred stacks of PacifiCorp Maine and Utah Power. The application

describes the conversion of stock and lists the classes and series

of stock to be issued. As described in the Merger Agreement,

PacifiCorp Oregon may be required to pay cash to holders of Utah

Power preferred stock who exercise dissenters'ights and for frac-

tional shares of Utah Power common stock that are converted in the

merger.

12. Upon the effective date of the merger, PacifiCarp Oregon

will be responsibl,e for all debts, liabilities and obligations of

PacifiCorp Maine and Utah Power, including all notes and first
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mortgage bonds. The application lists the series of debt obliga-

tions to be assumed by PacifiCorp Oregon. PacifiCorp Oregon will
be required to execute appropriate supplemental indentures or

other agreements to reflect such assumptions and any existing

liens on the properties of PacifiCorp Maine or Utah Power will
continue as liens on the property of PacifiCorp Oregon.

13. PacifiCorp Maine has previously been gxanted authority

from the Commission for the issuance of additional long and shoxt-

term debt, preferred stock, and common stock which has not been

fully utilized. PacifiCorp Oregon requests that the existing

authorities be transferred to PacifiCorp Oregon as of the time of

the merger.

14. PacifiCorp Maine, doing business as Pacific Power

Light Company, presently provides retail electric service to ap-

proximately 28,000 consumexs in northwest Montana. It also pro-

vides retail electric service in the states of Oregon, Washington,

Wyoming, California and Idaho. Prior to the effective date of the

proposed merger, PacifiCoxp Oregon will file initial rate sched-

ules with the Commission that are identical to existing rate sched-

ules of Pacific Power
& Light Company and will qualify to do busi-

ness in Montana as Pacific Power & Light Company.

Utah Power does not. provide utility service in the State

of Montana. Utah Power provides retail electric service in the

states of Utah, Idaho, and Wyoming.
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15. The securities proposed to be issued by PacifiCorp Ore-

gon do not, in the aggregate, exceed the fair value of the proper-

ties and business of the merged companies.

16. The issuance of an order authorizing the proposed financ-

ing does not const:itute agency determination/approval of: 1) any

issuance-related ratemaking issues, which issues are expressly re-

served until the appropriate proceeding; or 2) the extent of the

Commission's jurisdiction, if any, over the proposed merger, and

what action by the Commission is appropriate.

CONCLUSIONS OF LAW

1. The proposed issuance of capital stock, assumption of

debt, and transfer of authority previously granted to PacifiCorp

Maine, to which the application relates will be for lawful objects

within the corporate purposes of PacifiCorp Oregon. The method of

financing is proper.

2. The proposed issuance of capital stock, assumption of

debt and transfer of authoritv previously granted to PacifiCorp

Maine, is consistent, with the public interest.

3. The issuance of this order does not constitute determina-

tion/approval of either any issuance-related ratemaking issues, or

the extent of the Commission's jurisdiction, if any, over the

proposed merger which underlies the proposed securities transac-

tion.

ORDER

IT IS THEREFORE ORDERED by t: he Commission that:
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1. The application of PacifiCorp Oregon, filed on

September 17, 1987 for authority to issue not more than

128,000,000 shares of its $ 3,25 par value common stock, not more

than 126,533 shares of its 5% Preferred Stock, not. more than

754,802 shares of its Sezial Preferred Stock, and not more than

3,183,815 shares of its No Par Serial Preferred Stock pursuant to

Sections 69-3-501 through 69-3-507, MCA, to effect the merger of

PacifiCozp Maine and Utah Power with and into PacifiCorp Oregon,

is approved.

2. The application of PacifiCorp Oregon to assume all of

the debt obligations of PacifiCorp Maine and Utah Power outstand-

ing as of the effective date of the merger is approved.

3. The application of PacifiCozp Ozegon to issue its securi-

ties under authorizations previously granted to PacifiCorp Maine

by the Commission is gxanted and those prior orders shall remain

in full force and effect.

4. PacifiCorp Ozegon shall file the following as they be-

come available:

a.

b.

Verified copies of any agreement entered into in

connection with the issuance of the securities

approved herein.

Verified copies of any agreement entered into in

connection with the assumption of debt obligations

approved herein.
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by the Commission is gxanted and those prior orders shall remain

in full force and effect.

4. PacifiCorp Ozegon shall file the following as they be-

come available:

a.

b.

Verified copies of any agreement entered into in

connection with the issuance of the securities

approved herein.

Verified copies of any agreement entered into in

connection with the assumption of debt obligations

approved herein.
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connection with the issuance of the securities

approved herein.

b. Verified copies of any agreement entered into in
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c. Verified copies of any agreement entered into in

connection with the issuance of securities by

PacifiCorp Oregon under authorizations previously

granted by the Commission to PacifiCorp Maine.

5. Issuance of this order does not constitute acceptance of

PacifiCorp Oregon's exhibits or other material accompanying the

application for any purpose other than the issuance of th-'s order.

6. Approval of the security transaction authorized shall

not be construed as precedent to prejudice any future action of

this Commission, including appropriate ratemaking treatment or

resolution of the remaining issues in this consolidated docket.

7. Section 69-3-507, MCA, provides that neither the issu-

ance of securities by PacifiCorp Oregon pursuant to the provisions

of this order, nor any other act or deed done or performed in

connection with the issuance, shall be construed to obligate the

State of Montana to pay or guarantee in arly manner whatsoever any

security authorized, issued, assumed, or guaranteed. construed to

obligate the State of Montana to pay or guarantee in any manner

whatsoever any security authorized, issued, assumed, or guaranteed.

8. This order shall be effective upon the issuance of a

subsequent Order in this Docket approving the merger of Pacificorp

Maine and Utah Power with and into PacifiCorp Oregon.

9. This approval extends to de minimis variations from the

financing proposal contained in the application filed herein,

which are necessary to effectuate the merger.
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DONE XN OPEN SESSZON at Helena., Montana, this 17th day of

February 1988, by a 5 to 0 vote.
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DONE XN OPEN SESSZON at Helena., Montana, this 17th day of

February 1988, by a 5 to 0 vote.
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DONE IN OPEN SESSION at Helena , Montana, this 17th day of

February 1988, by a 5 to 0 vote.
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BY ORDER OF THE MONTANA PUBLIC SERVICE COMM1SSION

CLY airman

Mi~
HOWARD L. ELL1S, Commissioner

Cl~A".z
TOM MONAHAN, Commissioner

DANNY OBE~', Commi s s j,oner

x~cAw
~SCOLL, Commissioner

uk'nnPuree
Commission Secretary

(SEAL)

NOTE: Any interested party may request that the Commission
reconsider this decision. A motion to reconsider must be
filed within ten (10) days. See 38.2.4806, ARM.
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Commission Secretary
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NOTE: Any interested party may request that the Commission
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filed within ten (10) days. See 38.2.4806, ARM.
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NO. 87.9.49/87.9.51, in the matter of PACIFICORP/UP&LMERGING

CORP., dated February 17, 1988, has today been served on all

parties listed below by mailing a copy thereof to each party by

fixst class mail, postage prepaid.

Date: February 23, 1988

0'ar T~'Commission

Dennis Crawf ox d
Public Service Commission
2701 Prospect. Avenue
Helena,, MT 59620-2601

James C..Paine
Montana Consumer Counsel
34 W. Sixth Avenue
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Nile W. Eatmon
UT Division Public Utilities
427 Heber M. Wells Building
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FERC
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Oregon Public Utility Comm.
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Robert E. Smith
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Fredxic D. Reed
Senior Vice President
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900 SW Fifth Ave., Ste. 2300
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Sidney G. Baucom
Executive Vice Pres.

and General Counsel
Utah Power & Light Co.
1407 West North Temple
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John A. Yager
Professional Engineex
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San Francisco, CA 94102
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EXHIBIT P

APPLICANTS'ROPOSED CONDITIONS

Without conceding either the authority of the Commission to
impose such conditions or the adequacy of the record to justify
such conditions, the Applicants will not object to the following
conditions:

1. The Merged Company shall adopt the Wheeling Policy set
forth in Exhibit 1 hereto as of the date the merger becomes

effective, and the Merged Company shall agree that (a) this
Commission shall be authorized to resolve disputes arising under
the Pol.icy, but not to alter, modify or enlarge that Policy
without the consent of the Merged Company, and (b) no material
change shall be made in the Policy without prior approval by this
Commission. (Cost is discussed in Mr. Topham's rebuttal testimony
in the Utah proceeding)

2. As of the effective date of the merger, that UPSL

Division wholesale Fuel Adjustment Clause (FAC) shall be frozen at
13 mills, subject to refund, until approved allocation procedures
are applied to the FAC. Within one year of the effective date of
the merger, the Company shall file with the Commission any

necessary modifications to the FAC. (Cost: None)

3. Firm wholesale rates for the UPRL Division shall be

reduced 2Ã, effective 60 days after the effective date of the
merger, and shall remain in effect until approved allocation
procedures are applied to the wholesale FAC. (Cost: None)

An allocated cost of service study equivalent to
Statement BK (18 C.F.R. Section 35:13(h)(36)) shall be filed for
the wholesale rates of the UPRL Division within none months of the
effective date of the merger. Such an allocated cost of service
study shall be filed annually thereafter upon the request of the
Commission. If such a study demonstrates a rate decrease is
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Without conceding either the authority of the Commission to
impose such conditions or the adequacy of the record to justify
such conditions, the Applicants will not object to the following

conditions:

1. The Merged Company shall adopt the Wheeling Policy set
forth in Exhibit 1 hereto as of the date the merger becomes

effective, and the Merged Company shall agree that (a) this
Commission shall be authorized to resolve disputes arising under
the Policy, but not to alter, modify or enlarge that Policy

without the consent of the Merged Company, and (b) no material
change shall be made in the Policy without prior approval by this
Commission. (Cost is discussed in Mr. Tophain's rebuttal testimony
in the Utah proceeding)

2. As of the effective date of the merger, that UP&L
Division wholesale Fuel Adjustment Clause (FAC) shall be frozen at
13 mills, subject to refund, until approved allocation procedures
are applied to the FAC. Within one year of the effective date of
the merger, the Company shall file with the Commission any

necessary modifications to the FAC. (Cost: None)

3. Firm wholesale rates for the UP&L Division shall be
reduced 2%, effective 60 days after the effective date of the
merger, and shall remain in effect until approved allocation

procedures are applied to the wholesale FAC. (Cost: None)

4. An allocated cost of service study equivalent to
Statement BK (18 C.F.R. Section 35:13(h)(36)) shall be filed for
the wholesale rates of the UP&L Division within none months of the
effective date of the merger. Such an allocated cost of service
study shall be filed annually thereafter upon the request of the
Commission. If such a study demonstrates a rate decrease is



justified, such a decrease will be filed. (Cost: Small or
indeterminable )

S. Rates for firm transmission services provided by UP&L
just prior to the effective date of the Merger of UP&Land
PacifiCorp shall not be increased over levels established in FERC

Docket ER84-571 for a period of ten years after the Merger,
insofar as such increase may be caused by rolling in all or a

portion of the costs of transmission facilities located in the
pre-merger Pacific system, However, nothing herein shall prevent
the Merged Company from adopting a rolled-in method of cost
allocation at any time, or increasing firm wheeling rates after
the merger, to the extent that the increase reflects increased
costs of service that would be indicated using the cost allocation
methods approved in Docket No. ER84-571. (Cost: None)

6. Within the first year following the Merger, the Merged
Company shall file with the FERC a cost-of-service study for the
UP&LDivision that shows inter alia, the costs of providing
service, including a transmission loss factor, under its contracts
for firm wheeling service. If the cost-of-service study shows a

decrease from the cost-of-service study supporting the
then-effective wheeling rates for such contracts, the Merged
Company shall file for a rate decrease to reflect such lower
costs. The same procedures shall be followed with respect to any
later cost-of-service studies the Merged Company files with the
FERC within five years of the effective date of the Merger.
(Cost: Small or indeterminable)

7. In any cost-of-service study applicable to wheeling
service by the UP&LDivision that is filed with the FFPC within
five years of the effective date of the merger, the Merged Company
shall apply the method of allocating revenue credits to wheeling
service utilized by UP&Lin Docket No. ER84-571. (Cost: None)
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justified, such a decrease will be filed. (Cost: Small or

indeterminable)

5. Rates for firm transmission services provided by UP&L

just prior to the effective date of the Merger of UP&L and

PacifiCorp shall not be increased over levels established in FERC

Docket ER84-571 for a period of ten years after the Merger,

insofar as such increase may be caused by rolling in all or a

portion of the costs of transmission facilities located in the

pre-merger Pacific system. However, nothing herein shall prevent

the Merged Company from adopting a rolled-in method of cost

allocation at any time, or increasing firm wheeling rates after

the merger, to the extent that the increase reflects increased

costs of service that would be indicated using the cost allocation

methods approved in Docket No. ER84-571. (Cost: None)

6. Within the first year following the Merger, the Merged

Company shall file with the FERC a cost-of-service study for the

UP&L Division that shows inter alia , the costs of providing

service, including a transmission loss factor, under its contracts

for firm wheeling service. If the cost-of-service study shows a

decrease from the cost-of-service study supporting the

then-effective wheeling rates for such contracts, the Merged

Company shall file for a rate decrease to reflect such lower

costs. The same procedures shall be followed with respect to any

later cost-of-service studies the Merged Company files with the

FERC within five years of the effective date of the Merger.

(Cost: Small or indeterminable)

7. In any cost-of-service study applicable to wheeling

service by the UP&L Division that is filed with the FERC within

five years of the effective date of the merger, the Merged Company

shall apply the method of allocating revenue credits to wheeling

service utilized by UP&L in Docket No. ER84-571. (Cost: None)



Exhibit l

WHEELING POLICY

Following is the wheeling policy (Policy) of PacifiCorp (Company). The Policy

shall be put in effect on the effective date of the merger of Utah Power 0 Light

Company (Utah Power) and Pacificorp and shall remain in effect for at least five years.

Any amendments of the Policy proposed by the Company will be submitted to the

Federal Energy Regulatory Commission (FERC) for review and approval.

I. DEFINITIONS

AS used herein, the following terms shall have the following meanings:

1. "Embedded Costs" means the actual fixed and variable costs associated

with transmission facilities calculated in accordance with established FERC

regulations.

2. "Firm Wheeling" means a contractual obligation to stand ready to trans~it

power and energy up to a specified amount for a specified term, subject to such

interruptions as are agreed to between the contracting parties to maintain system

reliability.

3. "Integrated Service Area" means a geographic area of the Company's

system within which it is generally unconstrained in its ability to respond to requests to

transmit po~er in the quantities that can be reasonably expected. A listing of the

Company's Integrated Service Areas is attached hereto.

4. "Net Power Costs" means the Company's purchased power, wheeling and

~f-facilities expenses, and variable generation costs, less sale-for-resale revenues,

determined on an operating year basis.

5. "Non-firm Wheeling" means transmission service that is interruptible at

the sole discretion of the Company, or interruptible for any reason other than system

reliability as agreed to between the contracting parties.
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WHEELING POLICY

Following is the wheeling policy (Policy) of PacifiCorp (Company). The Policy

shall be put in effect on the effective date of the merger of Utah Power & Light

Company (Utah Power) and Pacificorp and shall remain In effect for at least five years.

Any amendments of the Policy proposed by the Company will be submitted to the

Federal Energy Regulatory Commission (FERC) for review and approval.

I. DEFINITIONS

AS used herein, the following terms shall have the following meanings:

1. "Embedded Costs" means the actual fixed and variable costs associated
with transmission facilities calculated in accordance with established FERC

regulations.

2. "Firm Wheeling" means a contractual obligation to stand ready to transmit
power and energy up to a specified amount for a specified term , subject to such

interruptions as are agreed to between the contracting parties to maintain system

reliability.

3. "Integrated Service Area" means a geographic area of the Company's

system within which it is generally unconstrained in its ability to respond to requests to
transmit power in the quantities that can be reasonably expected . A listing of the

Company's Integrated Service Areas is attached hereto.

4. "Net Power Costs" means the Company's purchased power , wheeling and

use-of"facilities expenses , and variable generation costs, less sale-for-resale revenues,

determined on an operating year basis.

5. "Non-firm Wheeling" means transmission service that is interruptible at
the sole discretion of the Company, or interruptible for any reason other than system
reliability as agreed to between the contracting parties.
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6. "Opportunity Costs" means the loss of economic benefits measured by any

increase in the Company's Net Power Costs caused by providing Firm Wheeling service,

not including lost benefits associated with the loss of the sale of firm power by the

Company that is displaced by the power being transferred pursuant to this Policy.

7. "Point of Delivery" means the point at which power ~heeled by the

Company is received by another Utility.

8. "Point of Replacement" means the point at which the Company takes

delivery of power to be wheeled for another Utility.

9. "Source" means the Mona Substation or any facility that generates

electricity located within an Integrated Service Area.

10. "Transmission Dependent Utilities" means Deseret Generation and

Transmission Ceeperative, Utah Associated Municipal Power Systems, Inc. and its

present members, and the present members of the Utah Municipal Power Association.

ll. "Utility" means any public or private entity that is lawfully engaged in the

business of selling electricity at wholesale or retail.

II. EXISTING CONTRACTS

All transmission contracts to which Utah Power or Pacific Power dc Light

Company were parties as of the effective date of this Policy shall be honored by the

Company i'or their remaining term.

III. FIRM WHEELING WITHIN AN INTEGRATED SERVICE AREA

When both the Source and Point of Delivery are within one of its Integrated

Service Areas, the Company will provide Firm Wheeling service for a requesting Utility

as a matter of'ourse unless the amount of po~er to be wheeled exceeds the

engineering limitations of the Company's system.
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Company for their remaining term.
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as a matter of course unless the amount of power to be wheeled exceeds the
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The rate for Firm Wheeling service provided pursuant to this Paragt aph III will

be designed to recover an allocated portion of either system embedded cost or an

allocated por tion of the embedded cost of the facilities used to provide the requested

service.

To the extent additions to the Company's transmission facilities are necessary to

provide Firm Wheeling within an Integrated Service Area, and are technically feasible,

the Company will construct such additions if sufficient lead time is provided and a

contract term is agreed upon that is adequate to economically suppor t the facilities

required.

IV. FIRM WHEELING SERVICE INTO, OUT QF, OR THROUGH
AN INTEGRATED SERVICE AREA

When either or both the Point of Replacement or the Point of Delivery are not

internal to a single Integrated Service Area, the Company will determine, on a case-by-

case basis, whether it is prepared to provide Firm Wheeling service for a requesting

Utility. This determination will be based upon a reasonable evaLuation of the foLLowing

factors only:

1. The duration of the requested service;

2. Whether new facilities would have to be constructed in order to provide

the requested service over the Company's facilities;

3. Whether other Utilities desire the same transmission services;

4. Whether the provisions of transmission contracts with other Utilities

permit the requested service;
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5. Whether the intentions of the Utility requesting service are Lawful (for

example would there be a violation of Law's related to a certificated area);

6. The degree of firmness of the requested service;

7. The service priority of the requested service;

8. The system impacts of the requested service;

9. To the extent the requested service involves the control area of another

Utility, whether that other U tility will cooperate in providing the service;

10. Whether the UtQity requesting the service is a scheduling Utility;

11. Whether the Utility requesting the service has other reasonable

opportunities available to it through other transmission paths: and

12. Current laws and regulations as they apply to the Company and its

competitors.

The rates'for Firm Wheeling service provided pursuant to this Paragraph IV shall

be designed to recover an allocated portion of embedded system costs, together with

Opportunity Casts incurred as a result of providing the service. At the option of the

Utility requesting the service, exercised at the time of entering into a contract,

Opportunity Costs will be based upon either projected or experienced operating

conditions and wholesale marketing opportunities. If the UtQity requesting wheeling

service agrees in principle to the appropriateness of including an Opportunity Cost

component in the Firm Wheeling rate, but the Company and the Utility r equesting

service are unable to reach agreement as to the appropriate level or methodology of

such a component, the Company shall provide the requested service and unilaterally

file a proposed rate including an Opportunity Cost component with the FERC, subject

to refund.
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The rates Ior Firm Wheeling service provided pursuant to this Paragraph N shall
be designed to recover an allocated portion of embedded system costs, together with

Opportunity Costs incurred as a result of providing the service. At the option of the

Utility requesting the service, exercised at the time of entering into a contract,

Opportunity Casts will be based upon either projected or experienced operating

conditions and wholesale marketing opportunities. If the Utility requesting wheeling

service agrees in principle to the appropriateness of including an Opportunity Cost

component in the Firm Wheeling rate, but the Company and the Utility requesting

service are unable to reach agreement as to the appropriate level or methodology of
such a component, the Company shall provide the requested service and unilaterally

file a proposed rate including an Opportunity Cost component with the FERC, subject
to refund.



V. USE OF FACILITIES CHARGES

To the extent that providing Firm wheeling services requires the installation of

facilities that are not generally useful to the Company in providing transmission

services, the Company may require the payment of a use of facilities charge or

contribution in aid of construction to recover costs associated with the installation of

such facili ties.

VI. ANCILLARYSERVICES

To the extent a request for Firm Wheeling service requires the provision of

generating reserves by the Company, or load following services, which the Company is

able to provide, or if transmission losses are not otherwise provided, the Company will

attempt to negotiate an appropriate charge for such ancillary services with the

requesting Utility, If the parties are unable to agree on an appropriate charge, the

services will be provided and the Company will unilaterally i'ile a proposed char ge with

the FERC, subject to refund.

VII. REQUESTS

Requests for Firm Wheeling should be made in writing to the Company. The

Company will respond to written requests for wheeling services in writing in a

reasonable period of time. In cases where the Company is not prepared to provide the

requested service, an explanation of the factors underlying the Company's decision will

be provided.
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VIII. PARTICIPATION BY OTHER UTILITIES IN
TRANSMISSION CONSTRUCTION

1. With respect to the construction of transmission facilities of voltage

levels of 34S kV or higher and subject to applicable state regulatory approval, the

Company will afford other Utilities the opportunity to participate in the project,

Provided that: (a) the potential participants have a legitimate interest or service-

related purpose in such participation, (b) the joint participation will not unreasonably

delay the project or render it impractical for the Company as a matter of economics or

engineering, (c) the potential participants are prepared to equitably share in the costs

and benefits of the project, considering the cost of the project, the value of the

Company's existing investment in related facilities and the benefits to be derived by

each party, and (d) the Utility requesting the opportunity to participate has not

unreasonably denied the Company's participation in comparable projects.

2. With respect to Transmission Dependent Utilities, the Company will agree

to joint participation in upgrades, improvements or additions to backbone transmission

(138 kV or higher), interconnections and substation facilities that are internal to an

Integrated Service Area, so that such Utilities may, subject to applicable state

regulatory approval, reasonably participate in the project, provided that: (a) the

potential participants have a legitimate interest or service-related purpose in such

participation, (b) the joint participation wiLL not unreasonably delay the project or

render it impractical for the Company as a matter of economics or engineering and

(c) the potential participants are prepared to equitably share in the costs and benefits

of the project considering the cost of the project, the value of the Company's existing

investment in related facilities and the benefits to be derived by each party.
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3. With respect to Transmission Dependent Utilities, the Company shall not

unreasonably withhold its consent to requests for upgrades, improvements or additions

to interconnections, transmission and substation facilities located within an Integrated

Service Area, and subject to applicable state regulatory approval, provided that: (a) the

requesting Utility pays for the upgrades, improvements or additions, (b) the upgrades,

improvements or additions are required to serve the retail or wholesale customers of

the Transmission Dependent Utility, (c) are consistent with the Company's engineering

and construction standards, and (d) the parties are able to agree upon a fair allocation

among them of the additional resulting transfer capability considering the cost of the

project and the value of the Company's existing investment in related facilities.

IX. REDRESS

Any Utility believing that the Company has violated this Policy, or unreasonably

administered this Policy, may file a complaint with the FERC. The Company wiU,

submit to the jurisdiction of the FERC to consider any such complaint and provide for

an appropriate remedy, but not'o alter, modify or enlarge the Policy without the

Company's consent. Parties may mutually agree to submit any dispute arising under

this policy to some other impartial arbiter whose decision weal be subject, where

required, to review by the FERC as an uncontested offer of settlement. This Paragraph

IX shall not apply to Paragraph VIH to the extent that a state agency has jurisdiction

over complaints arising from the Company's alleged failure to adhere to the provisions

of Paragraph VllL

X. NON-FIRM WHEELING

To the extent it has physical capability to do so, the Company will provide
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Non-firm Wheeling to signatories of the Western Systems Power Pool Agreement or the

Intercompany Pool Agreement in accordance with the terms of those agreements. In

addition, the Company stands ready to negotiate separate contracts with Utilities for

Non-firm Wheeling which provide for an equitable sharing of benefits between the

Company and other Utilities participating in the transactions.

XI. WHEELING FOR QUALIFYING FACILITIES

The Company will provide transmission service for Qualifying Facilities to

Utilities in accordance with the provisions of 18 CFR S 292.303.
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INTEGRATED SERVICE AREAS

1. The exLsting UPdcL ser vice area in the State of Utah;

2. The existing UPRL service area in the State of Idaho;

3. The existing UPRL service area in the State of Wyoming;

4. The existing PPdrL service area in SoUthern Oregon and Northern

California.

5. The exLsting PPRL Coos Bay, Oregon service area;

6. The existing PPAL Lincoln City, Oregon service area;

7. The existing PPdcL Willamette Valley, Oregon service area;

8. The existing PPRL Central Oregon service area;

9. The existing PPRL Hood River, Oregon service area;

10. The existing PPRL Portland, Oregon service area;

11. The existing PP&LClatsop, Oregon service area;

12. The existing PPIcL Enterprise, Oregon service area;

13. The existing PPRL Pendleton, Oregon service area;

14. The existing PPRL Walla Walla, Washington service area;

15. The existing PPdcL Yakima, Washington service area:

16. The existing PPRL Sandpoint, Idaho service area;

17. The existing PPRL Lihby, Montana service area;

18. The existing PPRL Kalispell, Montana service area;

19. The exLsting PPAL service area in the State of Wyoming;
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INTEGRATED SERVICE AREAS

1. The existing UP&L service area in the State of Utah;

2. The existing UP&L service area in the State of Idaho;

3. The existing UP&L service area in the State of Wyoming;

4. The existing PP&L service area in Southern Oregon and Northern

California;

5. The existing PP&L Coos Bay, Oregon service area;

6. The existing PP&L Lincoln City, Oregon service area;

7. The existing PP&L Willamette Valley, Oregon service area;

8. The existing PP&L Central Oregon service area;

9: The existing PP&L Hood River, Oregon service area;

10. The existing PP&L Portland, Oregon service area;

ii. The existing PP&L Clatsop , Oregon service area;

12. The existing PP&L Enterprise , Oregon service area;

13. The existing PP&L Pendleton, Oregon service area;

14. The existing PP&L Walla Walla , Washington service area;

15. The existing PP&L Yakima, Washington service area;

16. The existing PP&L Sandpoint , Idaho service area;

17. The existing PP&L Libby , Montana service area;

18. The existing PP&L Kalispell , Montana service area;

19. The existing PP&L service area in the State of Wyoming;
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