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Chairman Brian T. Stewart
Public Service Commission of Utah
Heber M. Wells Building
160 East 300 South
Fourth Floor
Salt Lake City, Utah 84111

Re: Merger Agreements and Orders

Dear Chairman Stewart:

As requested, we are transmitting herewith the following
agreements and policy positions which have been arrived at, in
connection with the merger case:

l. Agreement, Respecting Transmission Facilities and
Services between PacifiCorp, Utah Power & Light and
PC/UP&LMerging Corporation and. Idaho Power Company.

2. Energy Purchase and Transmission Service Agreement
between PC/UP&LMerging Corp. and The Montana Power
Company.

3. PacifiCorp Wheeling Policy as filed with the Federal
Energy Regulatory Commission.

4. Stipulation entered into between the Staff of the
Public Utility Commission of Oregon and PC/UP&LMerging
Corp.

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.

Commitments made by Utah Power & Light Company and Pacific
Power & Light Company at the hearings held before the Federal
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Chairman Brian T. Stewart
Public Service Commission of Utah
Heber M. Wells Building
160 East 300 South
Fourth Floor
Salt Lake City, Utah 84111

Re: Merger Agreements and Orders

Dear Chairman Stewart:

As requested , we are transmitting herewith the following
agreements and policy positions which have been arrived at in
connection with the merger case:

1. Agreement Respecting Transmission Facilities and
Services between PacifiCorp, Utah Power & Light and
PC/UP&L Merging Corporation and Idaho Power Company.

2. Energy Purchase and Transmission Service Agreement
between PC/UP&L Merging Corp. and The Montana Power
Company.

3. PacifiCorp Wheeling Policy as filed with the Federal
Energy Regulatory commission.

4. Stipulation entered into between the Staff of the
Public Utility Commission of Oregon and PC/UP&L Merging
Corp.

5. 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.

Commitments made by Utah Power & Light Company and Pacific
Power & Light Company at the hearings held before the Federal
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Energy Regulatory Commission are enumerated on the attached
Appendix B which is a part of the Company's Brief filed in the
FERC proceeding.

Additionally, as requested, please find a copy of Orders
that have been issued in the Idaho, Nyoming and Nontana
jurisdictions. Please note that the Montana Order deals with the
issuance of securities only and is subject to the Commission's
ultimate decision on the merger.

If you have questions regarding these documents or wish
further information, please contact us at your convenience.

Very truly yours

N

TWF:hlr
Attachments
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Energy Regulatory commission are enumerated on the attached
Appendix B which is a part of the company's Brief filed in the
FERC proceeding.

Additionally, as requested, please find a copy of Orders
that have been issued in the Idaho, Wyoming and Montana
jurisdictions. Please note that the Montana Order deals with the
issuance of securities only and is subject to the Commission's
ultimate decision on the merger.

If you have questions regarding these documents or wish
further information, please contact us at your convenience.

Very truly yours,
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IDAHO POWER/MONTANA POWER

EXHIBIT NO. 300-g (revised 3/21)

FERC DOCKET NO. EC88-2-000

AGREEMENT RESPECTING TRANSMISSION
FACILITIES AND SERVICES

This Agreement Respecting Transmission Facilities and

Services ("Agreement" ) dated the day of 1988,

is entered into between and among PacifiCorp, dba Pacific Power

Light Company (" Pacific" ), a Maine Corporation, Utah Power a

Light Company ("Utah" ), a Utah Corporation, and PC/UPaL Merging

Corp., an Oregon Corporation referred to as the "Merged Company,"

and Idaho Power Company (" Idaho" ), a Maine Corporation. Pacific,

Utah, Merged Company, and Idaho are collectively referred to as

the "Parties." If the proposed merger of Utah and Pacific is

consummated, any reference herein to Utah or Pacific shall be

deemed to refer to t: he Merged Company.

SECTION l —OUTSTANDING PROCEEDINGS

A. In return for the mutual commitments set forth in this

Agreement, and subject to the provisions of Section 5 herein,

Idaho will (a) not offer any testimony or additional exhibits

except to the extent requested by the Presiding Judge or other-

wise required to do so by legal process, cross-examine any

witnesses, or submit any briefs or arguments in opposition to

positions taken by the Applicants in pending Federal Energy

Regulatory Commission ("FERC") Docket No. ECSS-2-000 afte~ the

date of this Agreement; (b) file, within three working days after

the date of this Agreement, with the Idaho Public Utilities

Commission ("IPUC"), a copy of this Agreement together with a

motion to withdraw from the IPUC proceeding on the proposed
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EXHIBIT NO. 300-g (revised 3/21)

FERC DOCKET NO. EC88-2-000

AGREEMENT RESPECTING TRANSMISSION
FACILITIES AND SERVICES

This Agreement Respecting Transmission Facilities and

Services ("Agreement" ) dated the day of 1988,

is entered into between and among PacifiCorp, dba Pacific Power

Light Company (" Pacific" ), a Maine Corporation, Utah Power a

Light Company ("Utah" ), a Utah Corporation, and PC/UPaL Merging

Corp., an Oregon Corporation referred to as the "Merged Company,"

and Idaho Power Company (" Idaho" ), a Maine Corporation. Pacific,

Utah, Merged Company, and Idaho are collectively referred to as

the "Parties." If the proposed merger of Utah and Pacific is

consummated, any reference herein to Utah or Pacific shall be

deemed to refer to t: he Merged Company.

SECTION l —OUTSTANDING PROCEEDINGS

A. In return for the mutual commitments set forth in this

Agreement, and subject to the provisions of Section 5 herein,

Idaho will (a) not offer any testimony or additional exhibits

except to the extent requested by the Presiding Judge or other-

wise required to do so by legal process, cross-examine any

witnesses, or submit any briefs or arguments in opposition to

positions taken by the Applicants in pending Federal Energy

Regulatory Commission ("FERC") Docket No. ECSS-2-000 afte~ the

date of this Agreement; (b) file, within three working days after

the date of this Agreement, with the Idaho Public Utilities

Commission ("IPUC"), a copy of this Agreement together with a

motion to withdraw from the IPUC proceeding on the proposed
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IDAHO POWER/MONTANA POWER

EXHIBIT NO. 300-q (revised 3/21)

FERC DOCKET NO. EC88-2-000

AGREEMENT RESPECTING TRANSMISSION
FACILITIES AND SERVICES

This Agreement Respecting Transmission Facilities and

Services ("Agreement") dated the day of , 1988,

is entered into between and among PacifiCorp, dba Pacific Power &

Light Company ("Pacific"), a Maine Corporation, Utah Power &

Light Company ("Utah"), a Utah Corporation, and PC/UP&L Merging

Corp., an Oregon Corporation referred to as the "Merged Company,"

and Idaho Power Company ("Idaho"), a Maine Corporation. Pacific,

Utah, Merged Company, and Idaho are collectively referred to as

the "Parties." If the proposed merger of Utah and Pacific is

consummated, any reference herein to Utah or Pacific shall be

deemed to refer to the Merged Company.

SECTION 1 - OUTSTANDING PROCEEDINGS

A. In return for the mutual commitments set forth in this

Agreement, and subject to the provisions of Section 5 herein,

Idaho will (a) not offer any testimony or additional exhibits

except to the extent requested by the Presiding Judge or other-

wise required to do so by legal process, cross-examine any

witnesses, or submit any briefs or arguments in opposition to

positions taken by the Applicants in pending Federal Energy

Regulatory Commission ("FERC") Docket No. EC88-2-000 after the

date of this Agreement; (b) file, within three working days after

the date of this Agreement, with the Idaho Public Utilities

Commission ("IPUC"), a copy of this Agreement together with a

motion to withdraw from the IPUC proceeding on the proposed



merger of Pacific and Utah, IPUC Case Nos. U-1152-1, U-1009-184,

and U-1046-161, indicating that this Agreement adequately

addresses Idaho's concerns raised in that proceeding.

B. In the event the testimony of Idaho witnesses

Collingwood, Casazza, and Crowley (pp. 25, 1.4 through 35, 1.7)

is not admitted as evidence in FERC Docket No. EC88-2-000,

Pacific and Utah shall put forth their best efforts to withdraw

from the record in that, Docket the rebuttal testimony of Rodney

M. Boucher in that Docket at page 31, line 8 thru page 56, line

7, including all of Mr. Boucher's rebuttal exhibits referenced

therein and the rebuttal testimony of James D. Tucker at page 24,

line 3 thru page 30, line 17. None of the Parties to this

Agreement shall refer to any of the above testimony, in any

pleading or brief filed with the Presiding Judge or the

Commission, or in any appellate proceeding relating to the

merger, nor shall any of them seek, in Docket No. EC88-2-000 or

appellate proceedings related thereto, a resolution of any of the

issues related to the TSA and Pacific's transmission rights on

Idaho's system that were raised by Idaho in that Docket and that

the Parties have agreed herein to submit for binding and con-

clusive arbitration, if necessary; provided, however, that

nothing in this Agreement is intended to prevent Pacific, Utah or

the Merged Company from using this Agreement in these

proceedings. Pacific, Utah, and the Merged Company covenant that

none of them will contend or assert, in any forum (including an

arbitration panel), that Idaho is bound, prejudiced, or in any

merger of Pacific and Utah, IPUC Case Nos. U-1152-1, U-1009-184,

and U-1046-161, indicating that this Agreement adequately

addresses Idaho's concerns raised in that proceeding.

B. In the event the testimony of Idaho witnesses

Collingwood, Casazza, and Crowley (pp. 25, 1.4 through 35, 1.7)

is not admitted as evidence in FERC Docket No. EC88-2-000,

Pacific and Utah shall put forth their best efforts to withdraw

from the record in that, Docket the rebuttal testimony of Rodney

M. Boucher in that Docket at page 31, line 8 thru page 56, line

7, including all of Mr. Boucher's rebuttal exhibits referenced

therein and the rebuttal testimony of James D. Tucker at page 24,

line 3 thru page 30, line 17. None of the Parties to this

Agreement shall refer to any of the above testimony, in any

pleading or brief filed with the Presiding Judge or the

Commission, or in any appellate proceeding relating to the

merger, nor shall any of them seek, in Docket No. EC88-2-000 or

appellate proceedings related thereto, a resolution of any of the

issues related to the TSA and Pacific's transmission rights on

Idaho's system that were raised by Idaho in that Docket and that

the Parties have agreed herein to submit for binding and con-

clusive arbitration, if necessary; provided, however, that

nothing in this Agreement is intended to prevent Pacific, Utah or

the Merged Company from using this Agreement in these

proceedings. Pacific, Utah, and the Merged Company covenant that

none of them will contend or assert, in any forum (including an

arbitration panel), that Idaho is bound, prejudiced, or in any
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merger of Pacific and Utah, IPUC Case Nos. U-1152-1, U-1009-184,

and U-1046-161, indicating that this Agreement adequately

addresses Idaho's concerns raised in that proceeding.

B. In the event the testimony of Idaho witnesses

Collingwood, Casazza, and Crowley (pp. 25, 1.4 through 35, 1.7)

is not admitted as evidence in FERC Docket No. EC88-2-000,

Pacific and Utah shall put forth their best efforts to withdraw

from the record in that Docket the rebuttal testimony of Rodney

M. Boucher in that Docket at page 31, line 8 thru page 56, line

7, including all of Mr. Boucher's rebuttal exhibits referenced

therein and the rebuttal testimony of James D. Tucker at page 24,

line 3 thru page 30, line 17. None of the Parties to this

Agreement shall refer to any of the above testimony, in any

pleading or brief filed with the Presiding Judge or the

Commission, or in any appellate proceeding relating to the

merger, nor shall any of them seek, in Docket No. EC88-2-000 or

appellate proceedings related thereto, a resolution of any of the

issues related to the TSA and Pacific's transmission rights on

Idaho's system that were raised by Idaho in that Docket and that

the Parties have agreed herein to submit for binding and con-

clusive arbitration, if necessary; provided, however, that

nothing in this Agreement is intended to prevent Pacific, Utah or

the Merged Company from using this Agreement in these

proceedings. Pacific, Utah, and the Merged Company covenant that

none of them will contend or assert, in any forum (including an

arbitration panel), that Idaho is bound, prejudiced, or in any



way estopped. as a result of any determination, conclusion or

finding of the FERC in Docket No. EC88-2-000 or of an appellate

court in any appellate proceedings related thereto.

C, Idaho and Pacific shall jointly file the executed

Settlement Agreement, attached to this Agreement as Appendix A,

pursuant to Rule 602 of the FERC's Rules of Practice and

Procedure, within l4 days following the execution of this

Agreement. Upon final acceptance by FERC of this Settlement

Agreement, Idaho Power shall file to withdraw, with prejudice,

its request for review in the D.C. Circuit, of the FERC Orders

relating to Midpoint 500 kV Substation ownership jurisdictional

issues and for a dismissal, with prejudice, and without costs to

either party, of Idaho Power Comoanv v. PacifiCoro, Case No.

88875, in the Fourth Judicial District of the State of Idaho on

and f'r the County of Ada. Idaho and Pacific further agree to

move jointly for stays of the above-described U.S. Court of

Appeals and Idaho State Court proceedings pending FERC review of

the Settlement Agreement.

SECTION 2 —INTERIM OPERATING ARKUQlGENENTS

A. The Parties agree to the Interim Operating Arrangements

related to the transmission services provided under the l980

Transmission Services Agreement ("TSA") by Idaho for Pacific set

forth below. Such Interim Operating Arrangements shall commence

upon the execution of'his Agreement and shall continue in effect

until the earlier of (i) the effective date of a Post-Merger

way estopped. as a result of any determination, conclusion or

finding of the FERC in Docket No. EC88-2-000 or of an appellate

court in any appellate proceedings related thereto.

C, Idaho and Pacific shall jointly file the executed

Settlement Agreement, attached to this Agreement as Appendix A,

pursuant to Rule 602 of the FERC's Rules of Practice and

Procedure, within l4 days following the execution of this

Agreement. Upon final acceptance by FERC of this Settlement

Agreement, Idaho Power shall file to withdraw, with prejudice,

its request for review in the D.C. Circuit, of the FERC Orders

relating to Midpoint 500 kV Substation ownership jurisdictional

issues and for a dismissal, with prejudice, and without costs to

either party, of Idaho Power Comoanv v. PacifiCoro, Case No.

88875, in the Fourth Judicial District of the State of Idaho on

and f'r the County of Ada. Idaho and Pacific further agree to

move jointly for stays of the above-described U.S. Court of

Appeals and Idaho State Court proceedings pending FERC review of

the Settlement Agreement.

SECTION 2 —INTERIM OPERATING ARKUQlGENENTS

A. The Parties agree to the Interim Operating Arrangements

related to the transmission services provided under the l980

Transmission Services Agreement ("TSA") by Idaho for Pacific set

forth below. Such Interim Operating Arrangements shall commence

upon the execution of'his Agreement and shall continue in effect

until the earlier of (i) the effective date of a Post-Merger
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0
way estopped, as a result of any determination, conclusion or

finding of the FERC in Docket No. EC88-2-000 or of an appellate

court in any appellate proceedings related thereto.

C. Idaho and Pacific shall jointly file the executed

Settlement Agreement , attached to this Agreement as Appendix A,

pursuant to Rule 602 of the FERC' s Rules of Practice and

Procedure, within 14 days following the execution of this

Agreement. Upon final acceptance by FERC of this Settlement

Agreement, Idaho Power shall file to withdraw, with prejudice,

its request for review in the D.C. Circuit, of the FERC Orders

relating to Midpoint 500 kV Substation ownership jurisdictional

issues and for a dismissal, with prejudice, and without costs to

either party, of Idaho Power C-omRany v. P cifi or , Case No.

88875, in the Fourth Judicial District of the State of Idaho on

and for the County of Ada. Idaho and Pacific further agree to

move jointly for stays of the above-described U.S. Court of

Appeals and Idaho State Court proceedings pending FERC review of

the Settlement Agreement.

SECTION 2 - INTERIM OPERATING ARRANGEMENTS

A. The Parties agree to the Interim Operating Arrangements

related to the transmission services provided under the 1980

Transmission Services Agreement ("TSA") by Idaho for Pacific set

forth below. Such Interim Operating Arrangements shall commence

upon the execution of this Agreement and shall continue in effect

until the earlier of (i) the effective date of a Post-Merger



Interconnection Agreement, or (ii) the issuance date of the

arbitrators'ecision called for in Section 3 of this Agreement.

Such Interim Operating Arrangements are as follows:

(i) Pacific's share of the Jim Bridger Project

generation and the Jim Bridger 345 kV transmission

system between Jim Bridger and Borah, Kinport, and

Goshen Substations shall remain in Pacific's

western control area.

(ii) Pacific shall provide Idaho with both an hourly

preschedule of the transfers of up to l600

megawatts, providing for Pacific's share of the

Jim Bridger Project, as well as Pacific's other

Wyoming generation (limited to Dave Johnston and

Pacific's share of Wyodak), delivered in a

westerly direction under the TSA, as well as an

hourly preschedule of the net transfer between the

Jim Bridger Project and Pacific's Wyoming system

across the interchange point at the Jim Bridger

345/230 kV transformers.

(iii) Pacific shall provide such preschedules to Idaho

daily by l300 hours (Pacific Time) on the last

workday (Monday-Friday, excluding holidays)

observed by Pacific and Idaho prior to the day of

delivery.

Interconnection Agreement, or (ii) the issuance date of the

arbitrators'ecision called for in Section 3 of this Agreement.

Such Interim Operating Arrangements are as follows:

(i) Pacific's share of the Jim Bridger Project

generation and the Jim Bridger 345 kV transmission

system between Jim Bridger and Borah, Kinport, and

Goshen Substations shall remain in Pacific's

western control area.

(ii) Pacific shall provide Idaho with both an hourly

preschedule of the transfers of up to l600

megawatts, providing for Pacific's share of the

Jim Bridger Project, as well as Pacific's other

Wyoming generation (limited to Dave Johnston and

Pacific's share of Wyodak), delivered in a

westerly direction under the TSA, as well as an

hourly preschedule of the net transfer between the

Jim Bridger Project and Pacific's Wyoming system

across the interchange point at the Jim Bridger

345/230 kV transformers.

(iii) Pacific shall provide such preschedules to Idaho

daily by l300 hours (Pacific Time) on the last

workday (Monday-Friday, excluding holidays)

observed by Pacific and Idaho prior to the day of

delivery.

4

•
Interconnection Agreement, or (ii) the issuance date of the

arbitrators' decision called for in Section 3 of this Agreement.

Such Interim Operating Arrangements are as follows:

(i) Pacific' s share of the Jim Bridger Project

generation and the Jim Bridger 345 kV transmission

system between Jim Bridger and Borah, Kinport, and

Goshen Substations shall remain in Pacific's

western control area.

(ii) Pacific shall provide Idaho with both an hourly

preschedule of the transfers of up to 1600

megawatts , providing for Pacific's share of the

Jim Bridger Project, as well as Pacific's other

Wyoming generation (limited to Dave Johnston and

Pacific's share of Wyodak), delivered in a

westerly direction under the TSA, as well as an

hourly preschedule of the net transfer between the

Jim Bridger Project and Pacific's Wyoming system

across the interchange point at the Jim Bridger

345/230 kV transformers.

(iii) Pacific shall provide such preschedules to Idaho

daily by 1300 hours (Pacific Time) on the last

workday ( Monday-Friday, excluding holidays)

observed by Pacific and Idaho prior to the day of

delivery.



(iv) Pacific's dispatchers shall provide Idaho's

dispatchers with any changes to such preschedules

at least 30 minutes prior to the schedule hour,

unless, due to emergency conditions beyond the

control of Pacific, advance notification is

impossible to provide, in which case the notifi-
cation shall be provided as soon as practicable

before the schedule change is to take place.

(v) As soon as possible after the schedule hour,

Pacific shall provide Idaho with the adjusted

schedules for the transfers associated with the

preschedules. Such adjusted schedules shall be

derived by integrating the actual dynamic

schedules for the schedule hour. Pacific shall,

however, limit any change in the power scheduled

at any instant during the schedule hour across the

interchange point at the Jim Bridger 345/230 kV

transformers resulting from Pacific's use of any

dynamic scheduling (as related to dynamic overlay

control) between Bridger and its Wyoming system to

a maximum of plus or minus 50 MW from the pre-

scheduled amounts provided pursuant to subsections

(ii) and (iv) above.

(vi) Pacific shall supply to Idaho throughout the year

losses in the amounts of ( l) four percent (4%) of

the amount of the westerly transfers scheduled

(iv) Pacific's dispatchers shall provide Idaho's

dispatchers with any changes to such preschedules

at least 30 minutes prior to the schedule hour,

unless, due to emergency conditions beyond the

control of Pacific, advance notification is

impossible to provide, in which case the notifi-
cation shall be provided as soon as practicable

before the schedule change is to take place.

(v) As soon as possible after the schedule hour,

Pacific shall provide Idaho with the adjusted

schedules for the transfers associated with the

preschedules. Such adjusted schedules shall be

derived by integrating the actual dynamic

schedules for the schedule hour. Pacific shall,

however, limit any change in the power scheduled

at any instant during the schedule hour across the

interchange point at the Jim Bridger 345/230 kV

transformers resulting from Pacific's use of any

dynamic scheduling (as related to dynamic overlay

control) between Bridger and its Wyoming system to

a maximum of plus or minus 50 MW from the pre-

scheduled amounts provided pursuant to subsections

(ii) and (iv) above.

(vi) Pacific shall supply to Idaho throughout the year

losses in the amounts of ( l) four percent (4%) of

the amount of the westerly transfers scheduled
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(iv) Pacific 's dispatchers shall provide Idaho's

dispatchers with any changes to such preschedules

at least 30 minutes prior to the schedule hour,

unless, due to emergency conditions beyond the

control of Pacific, advance notification is

impossible to provide , in which case the notifi-

cation shall be provided as soon as practicable

before the schedule change is to take place.

v) As soon as possible after the schedule hour,

Pacific shall provide Idaho with the adjusted

schedules for the transfers associated with the

preschedules . Such adjusted schedules shall be

derived by integrating the actual dynamic

schedules for the schedule hour. Pacific shall,

however, limit any change in the power scheduled

at any instant during the schedule hour across the

interchange point at the Jim Bridger 345/230 kV

transformers resulting from Pacific ' s use of any

dynamic scheduling (as related to dynamic overlay

control) between Bridger and its Wyoming system to

a maximum of plus or minus 50 MW from the pre-

scheduled amounts provided pursuant to subsections

( ii) and ( iv) above.

(vi) Pacific shall supply to Idaho throughout the year

losses in the amounts of (1) four percent (4%) of

the amount of the westerly transfers scheduled



across the Idaho system to Pacific's western

system under the TSA that are in excess of 1000

MWh per hour, or (2) five percent (5%) of the

difference between 1000 MWh per hour and the

amount of the westerly transfers scheduled across

the Idaho system from Pacific's Wyoming system to

Pacific's western system in the event such

schedule is less than 1000 MWh.

(vii) The Merged Company shall provide to Idaho hourly

schedule information, including schedules showing

Goshen area transfers associated with the

Transmission Facilities Agreement dated June 1,

1974 ("TFA") and the Agreement for Interconnection

and Transmission Services between Utah and Idaho

dated March 19, 1982, and the transfers between

the Merged Company's Wyoming and Utah areas.

Schedules showing such transfers shall be provided

hourly upon request by Idaho,

(viii) The energy to be transferred across the Idaho

system from Pacific's Wyoming system (including

the Bridger Plant) to Pacific's western system

shall be delivered to Idaho over the three Jim

Bridger 345 kV transmission lines at the Kinport

and Borah Substations, in accordance with the TFA.

across the Idaho system to Pacific's western

system under the TSA that are in excess of 1000

MWh per hour, or (2) five percent (5%) of the

difference between 1000 MWh per hour and the

amount of the westerly transfers scheduled across

the Idaho system from Pacific's Wyoming system to

Pacific's western system in the event such

schedule is less than 1000 MWh.

(vii) The Merged Company shall provide to Idaho hourly

schedule information, including schedules showing

Goshen area transfers associated with the

Transmission Facilities Agreement dated June 1,

1974 ("TFA") and the Agreement for Interconnection

and Transmission Services between Utah and Idaho

dated March 19, 1982, and the transfers between

the Merged Company's Wyoming and Utah areas.

Schedules showing such transfers shall be provided

hourly upon request by Idaho,

(viii) The energy to be transferred across the Idaho

system from Pacific's Wyoming system (including

the Bridger Plant) to Pacific's western system

shall be delivered to Idaho over the three Jim

Bridger 345 kV transmission lines at the Kinport

and Borah Substations, in accordance with the TFA.
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0 across the Idaho system to Pacific's western

system under the TSA that are in excess of 1000

MWh per hour, or (2) five percent.(5%) of the

difference between 1000 MWh per hour and the

amount of the westerly transfers scheduled across

the Idaho system from Pacific's Wyoming system to

Pacific's western system in the event such

schedule is less than 1000 MWh.

(vii) The Merged Company shall provide to Idaho hourly

schedule information, including schedules showing

Goshen area transfers associated with the

Transmission Facilities Agreement dated June 1,

1974 ("TFA") and the Agreement for Interconnection

and Transmission Services between Utah and Idaho

dated March 19, 1982, and the transfers between

the Merged Company's Wyoming and Utah areas.

Schedules showing such transfers shall be provided

hourly upon request by Idaho.

(viii) The energy to be transferred across the Idaho

system from Pacific's Wyoming system (including

the Bridger Plant) to Pacific's western system

shall be delivered to Idaho over the three Jim

Bridger 345 kV transmission lines at the Kinport

and Borah Substations, in accordance with the TFA.



(ix) As soon as practicable following execution of this

Agreement, Pacific shall provide Idaho, at

Pacific's cost, with the means to monitor, in real

time, the dynamic schedule across the interchange

point at the Bridger 345/230 kV transformers.

B. The Interim Operating Arrangements set forth in this

Section 2 do not reflect either Pacific's or idaho's interpreta-

tion of the services to be provided under the TSA but represent a

compromise on an interim basis pending implementation of a Post-

merger Interconnection Agreement or the issuance of the

arbitrators'ecision called for in Section 3 of this Agreement

regarding the services to be provided under the TSA.

C. The Parties agree to commence, as soon as possible

following the execution of this Agreement, to perform such

studies as are reasonably necessary to determine the effects of

those services the Merged Company desires from Idaho in a Post-

Merger Interconnection Agreement replacing the TSA, the

Transmission Facilities Agreement among the Parties dated June 1,

1974, and the Agreement for Interconnection and Transmission

Services between Utah and Idaho dated May 19, 1982, and with

respect to the construction of a tap on the Midpoint-Summer Lake

500 kV line at, the Mayfield structure or any other point mutually

agreed upon by the Parties.
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SECTION 3 —ARBITRATION

Pacific and Idaho agree to attempt to negotiate,

execute and implement a "Post-Merger Interconnection Agreement"

superseding the TSA, the TFA among the Parties dated June 1,

1974, and the Agreement for Interconnection and Transmission

Services between Utah and Idaho dated March 19, 1982, on or

before September 30, 1988. In the event the proposed merger of

Pacific and Utah is not consummated, or the Parties have not

executed and implemented a Post-Merger Interconnection Agreement

on or before September 30, 1988, Pacific and Idaho agree to

submit to conclusive and binding arbitration, in the manner

provided below, regarding the question of the services to be

provided under the TSA.

a. Leaal Reoresentatives

Pacific:

George M. Galloway, Esq.
Stoel, Rives, Boley, Jones & Grey
900 SW Fifth Ave., Suite 2300
Portland, OR 97204
(503) 224-3380

Idaho:

David B. Raskin, Esq.
Newman & Holtzinger, P.C.
1615 L Street, N.W.
Suite 1000
Washington, D.C. 20036
(202) 955-6624

Should a legal representative resign, die, withdraw, be dis-

qualified or be unable to perform the duties of legal repre-

sentative, the party whose legal representative is unavailable

shall select a replacement legal representative.
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be Selection and Qualifications of Arbitrators

(1) This matter shall be settled by binding

arbitration before three arbitrators, one of whom shall be

selected by Mr. Galloway, one by Mr. Raskin, and the third

selected by the two arbitrators appointed by Mr. Galloway and

Mr. Raskin. If either Mr. Galloway or Mr. Raskin fails to select

an arbitrator within 30 days following September 30, 1988, the

other party shall have the right to appoint an arbitrator for the

party failing to timely select an arbitrator, and the ones thus

chosen shall then select the third arbitrator. The appointment

of the third arbitrator, if not agreed upon within 20 days from

the appointment of the second arbitrator, shall be made by the

Chief Judge then sitting in the United States District Court for

the District of Columbia.

(2) No arbitrator shall be eligible for selection

or appointment who is biased with respect to the subject matter

of this arbitration, or who is not neutral and impartial as to

the Parties, meaning in the latter respect that the person shall

not have had any past or present business relationship with

Pacific or Idaho prior to, or at the time of their selection, or

any proposed such relationship in the future. Each arbitrator

shall be an engineer or an attorney with experience in electric

utility matters. In addition, the third arbitrator chosen by the

two arbitrators selected by Mr. Raskin and Mr. Galloway shall
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have substantial experience in electrical transmission and

interconnections and shall be highly regarded professionally in

this area of expertise.

(3) Should an arbitrator resign, die, withdraw,

be disqualified or be unable to perform the duties of arbitrator,

the replacement arbitrator shall be selected or appointed in the

same manner the unavailable arbitrator was selected or appointed

and shall satisfy the qualifications for arbitrators set forth

herein.

c. Rulina Documents

The evidence to be considered by the arbitrators, in

addition to arguments and briefs by the legal representatives and

responses and cross-responses to any questions submitted to the

parties by the arbitrators, shall be limited to documents,

contracts, letter agreements, pleadings, pre-filed testimony and

transcripts of testimony and cross-examination all existing as of

the date of this Agreement (including testimony, exhibits and

workpapers submitted but not offered into evidence or withdrawn

in FERC Docket No. EC88-2-000, but excluding cross-examination in

that Docket and Exhibits offered into evidence during such cross

examination) (hereinafter the "Ruling Documents" ). Within ten

days of the submission of the Joint List and the submission of

Additional Questions, the Parties shall identify all Ruling

Documents upon which they intend to rely.
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d. Procedures

(l) Before proceeding with examination of the

evidence or the hearing, the Arbitrators shall take an oath of

office. The evidence to be considered by the Arbitrators, in

addition to the Ruling Documents, shall be oral arguments by the

legal representatives, briefs by the legal representatives, and

the responses and cross responses to any questions submitted to

.the Parties by the Arbitrators. The Arbitratozs shall take no

oral testimony.

(2) The issue to be set for arbitration is the

scope of the services under the TSA except for matters that have

been finally resolved in the Settlement Agreement attached as

Appendix A. After the September 30, l9S8 date, the parties will

spend 30 days attempting to agree upon the list of questions to

be submitted to the Arbitrators for determination (Joint List).
In the event the parties are unable to agree upon the questions

to be submitted to the Arbitzators in the Joint List, each party

will have the right to submit a list of additional questions

("Additional Questions" ) to the Arbitrators for determination.

Based upon the Additional Questions submitted to them, the

Arbitzators shall prepare a consolidated list stating all of the

questions to be resolved in the arbitration proceeding, which

shall become the Joint List of questions in the proceeding. The

Arbitrators shall attempt to include in such Joint List all of

the questions submitted by the Parties and reasonably encompassed

within the issue of services provided under the TSA.
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(3) The Arbitrators shall fix the date, time and

place of hearing and shall notify the parties of such in writing

at least three (3) weeks in advance of the hearing date. The

hearing shall be limited to oral argument by the parties'egal
representatives based upon the evidence to be considered by the

arbitrators set forth above. The Arbitrators shall make the

necessary arrangements for the taking of a stenographic record.

The decision(s) of the arbitrators shall be by majority. The

legal representatives shall be permitted to file initial briefs

within three (3) weeks following the conclusion of the hearing,

and reply briefs within one week thereafter. Once reply briefs

are submitted, the Arbitrators shall declare the hearing closed.

Once closed, the Arbitrators may not reopen the hearing. The

decision of the Arbitrators shall be in writing and shall be made

promptly following the closing of the hearing, and in no event

more than sixty (60) days following the receipt of the
parties'riefs.

The decision shall be signed by each Arbitrator and

shall include a date representing the date of issuance.

(4) There shall be no communications between the

parties and the Arbitrators except, through their respective legal

representatives and no communication with the Arbitrators by the

parties'egal representatives shall be ex parte. In the event

the Az'bitrators wish to ask questions of the parties prior to the

hearing, such questions shall be addressed in writing to the

legal representatives of the respective parties. Each question

shall be submitted in writing to the parties. Responses to the
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question(s) shall be in writing given within ten (10) working

days following receipt of the question(s). Responses shall be

mailed to the other parties as well as to the Arbitrators. Each

party shall have the right to comment on the other's response.

These cross-responses shall be in writing given within seven

(7) working days following receipt of the other's response.

Cross-responses shall be mailed to the other Parties as well as

the Arbitrators. All mailings shall be made by overnight mail.

(5) In their initial briefs submitted to the

Arbitrators, the Parties shall submit proposed responses to each

question on the Joint List. The arbitrators shall be required to

select the entire proposed response of one of the parties as to

each question presented, as the final and binding resolution of

that question.

(6) The decision of the Arbitrators shall be

final and binding upon Pacific and Idaho and may be enforced in

any federal or state court and any federal or state regulatory or

administrative agency. Neither party shall contest or seek to

modify, in any way, the decision of the Arbitrators in any forum

or subsequent proceeding at FERC or elsewhere, or assist any

other party in contesting or seeking to modify such decisions.

(7) Each party shall be responsible to pay the

fees and expenses of its legal representative. All other costs

shall be borne by Pacific and Idaho on an equal basis.
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e. Arbitration Regarding Interim Operating
Arranaements

Pacific and Idaho agree that the questions to be decided by

the Arbitrators shall include whether the Interim Operating

Arrangements contained in Section 2 hereof are services within or

outside the scope of services provided under the TSA; provided,

however, the Arbitrators shall not determine the costs associated

with providing any services outside the TSA or a price or

methodology for pricing such services. In the event the

arbitrators determine that certain of the Interim Operating

Arrangements are not services under the TSA, the following shall

occur:

(i) Subject to the provisions of (ii) below,

Idaho shall continue to provide such services outside

the TSA pursuant to scheduling practices and monitoring

provisions that Idaho reasonably determines are

required in order for it to provide such services.

Such scheduling practices and monitoring provisions

shall be submitted to Pacific by Idaho in writing.

(ii) Beginning immediately after the
Arbitrators'ecision,

the parties shall attempt to negotiate the

rates, terms and conditions under which such services

shall be provided in the future. In the event the

parties have not reached agreement thereon within 60

days after the Arbitrators'ecision, Idaho shall file
unilaterally with the FERC, pursuant to Section 205 of
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services containing rates and terms and conditions of

such services. Idaho shall request waiver of the 60-

day notice provision to permit such rate schedule to

take effect upon acceptance by FERC of the filing and

shall request that the proposed rates and terms and

conditions take effect subject to refund after a one-

day suspension. Pacific shall be free to contest and

seek modification of any or all of such rates and terms

and conditions, provided that Pacific shall not request

any modification that would be inconsistent with the

Interim Operating Arrangements contained in Section 2

or with paragraph (i) above.
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whether or not the proposed merger of Pacific and Utah is

completed,
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the Agreement for Supply of Power and Energy

between Idaho and Washington City dated July 6,

1987, to such delivery points on the Merged

Company's system as are required to implement the

above-named Agreement with Washington City, Utah,

and Idaho's Agreement for Supply of Power and

Energy to the Utah Associated Municipal Power

Systems dated February 10, 1988 (UAMPS), so that

Washington City and UAMPS may take delivery of

such capacity and energy for use in Washington

City's system and the systems of the UAMPS

members. The Merged Company's obligation to

provide such service shall be consistent with the

contract demand limitations in Idaho's contracts

with Washington City and UAMPS but not to exceed

15 MW for Washington City and 65 MW for UAMPS, and

shall, subject to the provisions of Paragraph

(iv), extend in each case for the entire term of

Idaho's contracts to provide wholesale service to

UAMPS and Washington City. The Merged Company

shall attempt to agree upon firm transmission

service agreements with UAMPS and Washington City

embodying the rates and terms and conditions for

such service. However, if such transmission

service agreements have not been consummated by a

date thirty days following consummation of the
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merger between Pacific and Utah, then the Merged

Company shall unilaterally file with FERC proposed

firm transmission service agreement(s) with UAMPS

and Washington City, which provide for the

services described herein, and which contain the

Merged Company's proposed rates and terms and

conditions of such service, none of which shall be

inconsistent with the provisions of this Section

4.A. In such event, the Merged Company shall

request waiver of the sixty-day notice provision

to permit the service to take effect upon

acceptance by FERC of the filing and shall request

that the proposed rates and charges take effect

subject to refund following a one day suspension.

Idaho shall be free to contest and seek modi-

fication of any or all of such rates and terms and

conditions, provided that Idaho shall not request

any modification that would be inconsistent with

the terms of this Section 4.A.

(ii) The Parties agree in principle that a component

representing opportunity costs may be included in

the firm transmission service rates for service to

UAMPS and Washington City hereunder provided that

the Merged Company is able to demonstrate that

such opportunity costs will be incurred and the

level of such costs; provided, however, that
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nothing in this Agreement shall be construed as

agreement by Idaho that there will in fact be

opportunity costs associated with providing firm

transmission service to UAMPS and Washington City

hereunder or agreement by Idaho to any specific

methodology for calculating opportunity costs.

The Parties do agree, however, that opportunity

costs in this instance shall not include lost

revenues or profits to the Merged Company

resulting from loss of current or future electric

sales to Washington City and UAMPS members served

within the State of Utah. Washington City and

UAMPS have agreed to the principles contained in

this Paragraph (ii), and shall not take a position

contrary to these principles in FERC proceedings

relating to firm transmission service agreements

filed pursuant to this Section 4.A, as shown in

the letters attached as Appendices 8 and C to this

Agreement. The Merged Company agrees that the

rates for firm transmission service negotiated

with UANPS and Washington City, or filed uni-

laterally pursuant to Paragraph (i) above, shall

not, during the first five years that such rates

are in effect, be greater than 150% of Utah's firm

transmission service rate established by the final

order of the FERC in Docket No. ER84-571, as
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applied to UAMpS and Washington City's scheduling

profile characteristics; it being understood that

the Nerged Company is agreeing to this five-year

cap in consideration of the other provisions of

this Agreement and reserves the right to seek a

higher transmission rate for other transactions

not covered by this Agreement.

(iii) In connection with the firm transmission service

provided hereunder, the Merged Company shall file
to include Idaho (or replacement resources) as a

resource pursuant to Exhibit B of the Agreement

Respecting Wheeling Service, Scheduling and

Accounting For Such Service and Operating

Procedures dated June 1987 between Utah, UAMPS and

Deseret, as amended ("UANPS-Utah Agreement" );

provided, however, that the Merged Company shall

not be required to provide transmission service to

UAMPS and Washington City under the rates stated

in the UAMPS-Utah Agreement, In addition, the

Merged Company shall offer load following and load

control service for UANPS and Washington City

under an agreement filed with the FERC and placed

into effect on the same date as the transmission

service agreement required to be filed pursuant to

Paragraph (i) above.
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Paragraph (i) above.
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(iv) In the event the FERC rejects the principle of

including opportunity costs in firm transmission

service rates (as opposed to rejecting the Merged

Company's proposed methodology or level of such

opportunity costs), the firm transmission service

provided hereunder to UAMPS and Washington City

shall be limited to a term not to exceed fif teen

(15) years.

(v) Utah currently has pending before the Supreme

Court of the State of Utah an appeal of a lower

court, decision holding that UAMPS is a valid and

lawful entity capable of entering into certain

electric power sales purchase agreements, In the

event that it is ultimately held that UAMPS is not

authorized to enter into such agreements, Utah

shall file with FERC, within thirty days after it
is so held, a new firm transmission service

agreement to provide firm transmission service to

those existing municipal electric systems

("Cities" ) listed on Exhibit A of the UAMPS-Utah

Agreement under rates, terms, and conditions

consistent with all of those contained in this

Section 4.A and shall request the earliest

possible effective date for such service agreement

so as to prevent, if possible, any interruption of

transmission service to the Cities.
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service rates (as opposed to rejecting the Merged

Company's proposed methodology or level of such

opportunity costs), the firm transmission service

provided hereunder to UAMPS and Washington City

shall be limited to a term not to exceed fifteen

(15) years.
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lawful entity capable of entering into certain

electric power sales purchase agreements. In the

event that it is ultimately held that UAMPS is not
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possible effective date for such service agreement

so as to prevent, if possible, any interruption of

transmission service to the Cities.
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(vi) Idaho agrees that, if it is requested to do so in

writing by the Merged Company prior to January 1,

1993, it will deliver capacity and energy from

Pacific's existing interconnection with Idaho at

Enterprise to Idaho's existing interconnections

with the C.P. National Corporation. Idaho's

obligation to provide transmission service

hereunder shall not exceed 60 MW and shall

terminate in 2015. The Merged Company shall

attempt to agree upon a firm transmission service

agreement with Idaho. However, if such an

agreement has not been executed within 90 days of

the date that the service is first requested, then

Idaho sh~ll, within 60 days thereafter,

unilaterally file with FERC, pursuant to Section

205 of the Federal Power Act, a proposed firm

transmission service agreement which contains

Idaho's proposed rates and terms and conditions

for such service. In such event, Idaho shall

request waiver of the sixty-day notice provision

to permit the service to take effect upon

acceptance by FERC of the filing and shall request

that the proposed rates and charges take effect

subject to refund. The Merged Company shall be

free to contest and seek modification of any or

all of such rates and terms and conditions,
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provided that the Merged Company shall not request

any modification that would be inconsistent with

this Paragraph (vi) and Paragraph (vii) below.

(vii) The Parties agree in principle that a component

representing opportunity costs may be included in

the firm transmission service rates for the

service described in Paragraph (vi) provided that

Idaho is able to demonstrate that such opportunity

costs will be incurred and the level of such

costs; provided, however, that nothing in this

Agreement shall be construed as agreement by

Pacific or the Merged Company that there will be

opportunity costs associated with providing such

firm transmission service or agreement by Pacific

or the Merged Company to any specific methodology

for calculating opportunity costs. The Parties do

agree, however, that opportunity costs in this

instance shall not include lost revenues or

profits to Idaho resulting from loss of current or

future electric sales to C.P. National

Corporation.

B. Non-Firm Transmission

(i) The Merged Company will grant Idaho access for

non-firm transfers as capacity exists between Idaho's system and

Utah's existing point of interconnection at Four Corners and

Utah's proposed point of interconnection with Nevada Power
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Company. Within 30 days after consummation of the merger, the

Merged Company shall file with the FERC, pursuant to Section 205

Of the Federal POwer ACt, and cOnsiStent with Paragraph (ii)
below, a proposed agreement for such non-firm service, containing

rates and terms and conditions of service that are consistent

with this Subsection B. Idaho shall be free to contest and seek

modification of any or all of such rates and terms and condi-

tions, provided that Idaho shall not request any modification

that would be inconsistent with the terms of Paragraph (ii)
below.
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Company shall put forth its best efforts to develop a non-firm

transmission service rate for Idaho to be filed pursuant to

Paragraph (i) above recognizing that the buyer's decremental

costs may not be available to the transacting parties. Idaho

shall agree to make available for any transaction subject to such

rate its incremental costs (including incremental operation costs

plus incremental transmission costs) to enable an estimate of an

equal three-way sharing of the savings to be determined. Idaho

shall have the right to contest the rate level contained in the

Merged Company's non-firm transmission service proposal solely on
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the basis that such proposal does not provide a fair and reason-

able proxy for a three-way sharing of the savings as defined

above. The Merged Company shall have the right to propose an

appropriate methodology for calculating Idaho's incremental cost

and Idaho may contest such proposal.

SECTION 5 —REGULATORY APPROVAL

It is the intent and belief of the Parties that this

Agreement shall be a binding and enforceable contract upon its

execution by the Parties and that this Agreement (with the

exception of Appendix A) is not subject to filing with or

approval by FERC under the Federal Power Act or FERC's regu-

lations thereunder. It is the Parties intent that this Agreement

shall be binding and enforceable regardless of any action or

inaction of any regulatory body. In the event FERC determines

that this Agreement is subject to such filing and/or approval,

the Parties agree to put forth their best efforts to have this

Agreement approved by FERC without modification or condition so

as 'to preserve the balance of consideration herein. The Parties

agree to support this Agreement in its entirety before any court

or agency in any proceeding, state or federal.

SECTION 6 —MISCELLANEOUS

It is intended, in addition to any rights that may be

available in law or equity, that the provisions of this

Agreement, including, without limitation, the obligations of the

parties to enter into the "Midpoint Sale and Transfer Agreement"
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appended hereto and the Merged Company's obligation to provide

transmission service and to make timely implementary filings with

FERC, shall be specifically enforceable.

No Party, in executing this Agreement, shall be deemed

to have accepted, agreed, or consented to any theory or principle

not agreed to herein; to have waived any claim or right which it
may otherwise have with respect to any matters not expressly

provided herein, nor be deemed to have waived, compromised, or be

foreclosed in any manner from making any contentions in any

future proceeding or investigation with respect to any matters

not expressly provided for herein.

SECTION 7 —EXECUTION BY COUNTERPART

This Agreement may be executed by counterparts, and

upon execution by the Parties each executed counterpart shall

have the same force and effect as an original instrument and as

if all the Parties had signed the same instrument. Any signature

page of this Agreement may be detached from any counterpart of

this Agreement without impairing the legal effect of any

signatures thereon, and may be attached to another counterpart of

this Agreement identical in form hereto but having attached to it
one or more signature page.
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WITNESS WHEREOF, the Parties have executed this

Agreement Respecting Transmission Facilities and Services

effective as of the date first, written above.

ATTEST: PACIFICORP dba Pacific Power a
Light Company

David F. Bolender,
President

ATTEST: PC/UP&LMERGING CORP.

By
A.M. Gleason,
President

ATTEST: UTAH POWER 6 LIGHT COMPANY

'r /

Frank N. Davis, g,i',
r, ~~I

President a Chief Executive I. "&"
Officer

ATTEST: IDAHO POWER COMPANY

By
Robert J. O'onnor
Chairman of the Board and

Chief Executive Officer
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0 WITNESS WHEREOF, the Parties have executed this
Agreement Respecting Transmission Facilities and Services
effective as of the date first written above.

ATTEST:
PACIFICORP dba Pacific Power &Light Company

By
David F. Bolender,
President

ATTEST:

ATTEST:

ATTEST:

PC/UP&L MERGING CORP.

By

UTAH POWER & LIGHT COMPANY

By
Frank N. Davis, ii:..
President & Chief Executi^.
Officer

IDAHO POWER COMPANY

Robert J. O'Connor
Chairman of the Board and
Chief Executive Officer





APPENDIX A

UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Idaho Power Company

Pacific Power a Light Company

Idaho Power Company and
Utah Power a Light Company

Docket No. ER86-570-002

Docket No. EL87-8-001
EL87-8-003

Docket No. ER87-107-002
ER87-107-003

SETTLEMENT AGREEMENT

Pursuant to Rule 602 of the Commission's Rules of

Practice 6 Procedure, 18 CFR $ 385.602, Idaho Power Company

(Idaho Power) and Pacific Power & Light Company (Pacific) hereby

file this Settlement Agreement in the above-captioned

proceedings. This Settlement Agreement resolves all the issues

in these proceedings in accordance with its terms.

ARTICLE I
Backaround

On August 14, 1986 Idaho Power filed revisions to its

rates for non-firm transmission service for signatories to the

Intercompany Pool (ICP) agreement among Idaho Power, Pacific and

other utilities located in the western United States. Pacific

intervened and protested the applicability of these rates to

non-firm transmission service provided through the Midpoint

Substation.
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Back g rou nd

On August 14, 1986 Idaho Power filed revisions to its

rates for non-firm transmission service for signatories to the

Intercompany Pool (ICP) agreement among Idaho Power, Pacific and

other utilities located in the western United States. Pacific

intervened and protested the applicability of these rates to
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The Commission accepted Idaho Power's proposed rates

for filing effective August 15, 1986 except for that portion of

the rates that would be applied to non-firm transmission service

provided by Idaho Power for Pacific through the 345kV Midpoint

Substation. The Commission accepted for filing and suspended the

rate for non-firm transmission service provided by Idaho Power

for Pacific through the Midpoint 345kV Substation to become

effective on October 15, 1986 subject to refund and set for

hearing the justness and reasonableness of Idaho Power's rates

for that non-firm transmission service provided by Idaho Power

for Pacific. Idaho Power Comoanv, et al., 37 FERC ll 61,013

(1986). Hearings have been held and briefs submitted in that

proceeding; and the matter is pending initial decision.

On November 14, 1986 Idaho Power submitted for filing a

September 10, 1980 Agreement for Transmission Services between

Idaho Power and Pacific (TSA). Pacific intervened and requested

that the Commission find that the terms and conditions for the

sale and transfer of ownership of the 500 kv line terminal and

transformation at the Midpoint Substation (500 kv facilities) are

subject to the Commission's jurisdiction under Part II of the

Federal Power Act. Pacific further requested that a hearing be

held concerning the delivery points for service under the TSA.

The Commission accepted the TSA for filing to become

effective, without suspension or investigation, on September 10,

1980. It set for hearing, in the same Docket that had been

designated to hear issues related to the justness and reason-
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The Commission accepted the TSA for filing to become

effective, without suspension or investigation, on September 10,

1980. It set for hearing, in the same Docket that had been

designated to hear issues related to the justness and reason-
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designated to hear issues related to the justness and reason--



ableness of Idaho Power's non-firm rate, the question whether the

Midpoint 345 kv Substation is a point of delivery to Pacific's

western system under the TSA. It further found, over Idaho

Power's objection, that it has jurisdiction over the dispute

involving Pacific's obligation to transfer ownership of the 500

kv facilities to Idaho Power under the TSA. Idaho Power Comoanv.

et al., 39 FERC ti 61,032 (1987). The Commission set for hearing

the issue of the ownership rights in the 500 kv facilities that

Idaho Power and Pacific each claim pursuant to the terms of the

TSA. Idaho Power Comoanv. 41 FERC ]I 61,252 (1987). Prehearing

conferences have been held in that proceeding; but no testimony

has been submitted or evidentiary hearings held in that

proceeding,

This Settlement Agreement is intended to resolve the

issues in the above-described Commission proceedings which are

pending before The Honorable Alexander M. Argerakis, Presiding

Administrative Law Judge, in accordance with its terms.

ARTICLE II
Midpoint 500kV Substation Transfer

The Parties shall enter into an agreement to be titled
"Midpoint Sale and Transfer Agreement" and shall execute and

deliver such agreement on a schedule that will complete transfer

of the 500kV Midpoint Substation by Pacific to Idaho on or before

July 1, 1988. It is the intent of the Parties that this

Settlement Agreement represents an irrevocable obligation on the

ableness of Idaho Power's non-firm rate, the question whether the

Midpoint 345 kv Substation is a point of delivery to Pacific's
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the issue of the ownership rights in the 500 kv facilities that

Idaho Power and Pacific each claim pursuant to the terms of the
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July 1, 1988. It is the intent of the Parties that this

Settlement Agreement represents an irrevocable obligation on the
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Settlement Agreement represents an irrevocable obligation on the



part of Pacific to sell and transfer all of Pacific's rights,

title and interest in the 500kV Midpoint Substation to Idaho.

Pacific shall file and the Parties shall support, without

condition, approval of this Midpoint Sale and Transfer Agreement

pursuant to Section 203 of the Federal Power Act, it being

understood that Idaho Power does not, by entering into this

Settlement Agreement, agree to any principle respecting Section

203 jurisdiction over this transaction.

The Midpoint Sale and Transfer Agreement shall be in

accord with the fol1owing principles:

a. In consideration of the mutual benefits, promises,

covenants and conditions hereinafter set forth and of the payment

to Pacific by Idaho Power of $ 14,595,134 less accumulated

depreciation from December 31, 1987 through the transfer date and

other good and valuable consideration described in this

Settlement Agreement, Pacific shall sell and transfer to Idaho

its ownership interest in the 500kV Midpoint Substation. In

connection with said sale and transfer, Idaho Power shall not

assume any of the rights or obligations of Pacific under the

terms of a Tax Benefit Transfer Agreement Pacific entered into in

1981 which included, among other pieces of property, the Midpoint

Substation.

b. Pacific is granted an option to contract for

twenty percent (20%) of the transfer capability of the first
major transmission line constructed by or on behalf of Idaho

Power in a generally southerly direction out of the 345kV or

part of Pacific to sell and transfer all of Pacific's rights,

title and interest in the 500kV Midpoint Substation to Idaho.

Pacific shall file and the Parties shall support, without

condition, approval of this Midpoint Sale and Transfer Agreement

pursuant to Section 203 of the Federal Power Act, it being

understood that Idaho Power does not, by entering into this

Settlement Agreement, agree to any principle respecting Section

203 jurisdiction over this transaction.

The Midpoint Sale and Transfer Agreement shall be in
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terms of a Tax Benefit Transfer Agreement Pacific entered into in
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Substation.
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twenty percent (20%) of the transfer capability of the first
major transmission line constructed by or on behalf of Idaho

Power in a generally southerly direction out of the 345kV or
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500kV Midpoint Substations. In the event Pacific exercises this

option, the northern terminus of this line shall become an

additional point of delivery under the l980 Transmission Services

Agreement between Pacific and Idaho Power ("TSA") or a successor

agreement, up to the amount of Pacific's transmission rights on

such new line. Provided, however, that Pacific shall be required

to pay such additional charges for deliveries to and from this

additional point of delivery as are consistent with the

principles set forth below. If the parties are unable to agree

upon charges for such deliveries, Idaho Power shall be entitled

to file, pursuant to Section 205 of the Federal Power Act, any

charges for such additional deliveries as are appropriate in

light of the following principles:

(i) That such transfer rates will reflect the

cost of providing such service to Pacific

recognizing any unique circumstances,

including the fact that Pacific is entitled

under existing agreements to the delivery of

up to l,600 megawatts west through Idaho's

system to Pacific's western system at Idaho

Power's existing western interconnections

including Pacific's Midpoint-Medford 500kV

line.

(ii) That such rates will be compensatory to Idaho

Power and approved by FERC.
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(iii) That the rates should be simple to implement

and administer so as to allow Pacific to be

able to predict its costs for such transfers.

(iv) That Idaho Power's rates to Pacific shall not

be preferential or discriminatory.

c. The Parties agree to negotiate an agreement

setting forth the terms and conditions of Pacific's participation

in such first transmission line which shall include, among other

terms and conditions, an obligation for Pacific to pay for its

contract participation based upon 20% of all costs to plan,

construct, license, operate and maintain (including without

limitation, taxes, depreciation and administrative overhead

costs) the new transmission line, and to support, by written

testimony if requested by Idaho Power, the licensing and

construction of such line in all forums. The agreement shall

afford to Pacific rights at the southern ter'minus of the line

equivalent (except as to quantity) to Idaho's Power's rights. In

the. event Pacific does not exercise its option under subsection

b, regardless of the reason(s), Pacific shall not oppose

construction of the first major transmission line south out of

Midpoint in any forum or proceeding except to the extent Pacific

determines that there are significant adverse electrical effects

on its system for which it is not being compensated.

(iii) That the rates should be simple to implement

and administer so as to allow Pacific to be

able to predict its costs for such transfers.

(iv) That Idaho Power's rates to Pacific shall not

be preferential or discriminatory.

c. The Parties agree to negotiate an agreement

setting forth the terms and conditions of Pacific's participation

in such first transmission line which shall include, among other

terms and conditions, an obligation for Pacific to pay for its

contract participation based upon 20% of all costs to plan,

construct, license, operate and maintain (including without

limitation, taxes, depreciation and administrative overhead

costs) the new transmission line, and to support, by written

testimony if requested by Idaho Power, the licensing and

construction of such line in all forums. The agreement shall

afford to Pacific rights at the southern ter'minus of the line

equivalent (except as to quantity) to Idaho's Power's rights. In

the. event Pacific does not exercise its option under subsection

b, regardless of the reason(s), Pacific shall not oppose

construction of the first major transmission line south out of

Midpoint in any forum or proceeding except to the extent Pacific

determines that there are significant adverse electrical effects

on its system for which it is not being compensated.

6

0
(iii) That the rates should be simple to implement

and administer so as to allow Pacific to be

able to predict its costs for such transfers.

(iv) That Idaho Power's rates to Pacific shall not

be preferential or discriminatory.

c. The Parties agree to negotiate an agreement

setting forth the terms and conditions of Pacific's participation

in such first transmission line which shall include, among other

terms and conditions, an obligation for Pacific to pay for its

contract participation based upon 20% of all costs to plan,

construct, license, operate and maintain (including without

limitation, taxes, depreciation and administrative overhead

costs) the new transmission line, and to support, by written

testimony if requested by Idaho Power, the licensing and

construction of such line in all forums. The agreement shall

afford to Pacific rights at the southern terminus of the line

equivalent (except as to quantity) to Idaho's Power's rights. In

the,'event Pacific does not exercise its option under subsection

b, regardless of the reason(s), Pacific shall not oppose

construction of the first major transmission line south out of

Midpoint in any forum or proceeding except to the extent Pacific

determines that there are significant adverse electrical effects

on its system for which it is not being compensated.



The Midpoint Sale and Transfer Agreement shall

contain the following operation and maintenance provisions to

ensure the Midpoint 500kV Substation continues to be operated in

a manner that safeguards Pacific's delivery rights under the TSA

or any superseding agreement.

(i) The Midpoint 500kV Substation will be

operated and maintained in a comparable manner as Idaho Power

operates and maintains other bulk power transmission facilities
owned and operated by Idaho;

(ii) Operation and maintenance, excluding

emergency repairs, shall be mutually scheduled if such operation

and maintenance will result in restrictions to Pacific's transfer

capability as provided in the TSA or superseding agreement. Such

mutual consent regarding scheduling of maintenance shall not be

unreasonably withheld;

(iii) In the event of emergency repairs that limit

transfers under the TSA or superseding agreement, Idaho Power

will dispatch personnel to effect the inspection/repairs within a

reasonable time to expedite the return to normal operating status

of the equipment;

(iv) Idaho Power shall use its best efforts to

operate and maintain the Midpoint 500kV Substation so as not to

restrict Pacific's transfer rights under the TSA or superseding

agreement.

The Midpoint Sale and Transfer Agreement shall

contain the following operation and maintenance provisions to

ensure the Midpoint 500kV Substation continues to be operated in

a manner that safeguards Pacific's delivery rights under the TSA

or any superseding agreement.

(i) The Midpoint 500kV Substation will be

operated and maintained in a comparable manner as Idaho Power

operates and maintains other bulk power transmission facilities
owned and operated by Idaho;

(ii) Operation and maintenance, excluding

emergency repairs, shall be mutually scheduled if such operation

and maintenance will result in restrictions to Pacific's transfer

capability as provided in the TSA or superseding agreement. Such

mutual consent regarding scheduling of maintenance shall not be

unreasonably withheld;

(iii) In the event of emergency repairs that limit

transfers under the TSA or superseding agreement, Idaho Power

will dispatch personnel to effect the inspection/repairs within a

reasonable time to expedite the return to normal operating status

of the equipment;

(iv) Idaho Power shall use its best efforts to

operate and maintain the Midpoint 500kV Substation so as not to

restrict Pacific's transfer rights under the TSA or superseding

agreement.
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contain the following operation and maintenance provisions to

ensure the Midpoint 500kV Substation continues to be operated in

a manner that . safeguards Pacific's delivery rights under the TSA

or any superseding agreement.
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(ii) Operation and maintenance , excluding
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mutual consent regarding scheduling of maintenance shall not be
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(iii) In the event of emergency repairs that limit

transfers under the TSA or superseding agreement , Idaho Power
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reasonable time to expedite the return to normal operating status

of the equipment;

(iv) Idaho Power shall use its best efforts to

operate and maintain the Midpoint 500kV Substation so as not to

restrict Pacific's transfer rights under the TSA or superseding

agreement.



ARTICLE III
Deliveries At The Mid@oint 345kV Substation

As a complete resolution of the dispute between Idaho

and Pacific in FERC Docket No, ER86-570 concerning whether the

Midpoint 345kV Substation is a point of delivery under the TSAR

and the related dispute in that Docket concerning the just and

reasonable rate for non-firm transfers to Sierra Pacific Power

Company (" Sierra Pacific" ) at the Midpoint 345kV Substation, the

Parties hereby agree: (1) that, the rate for non-firm transfers to

Sierra Pacific at the 345kV Midpoint Substation shall be Idaho

Power's effective Intercompany Pool (ICP) non-firm transfer rate

or the effective non-firm transfer rate under a successor

agreement; and (2) that the Midpoint 345kV Substation is not a

point of delivery under the TSA. The resolution of these issues

shall not be regarded as precedent with respect to the

establishment of any charges for deliveries pursuant to Article

II, Section 2.b herein.

ARTICLE IV

Enforceabilitv

The provisions of this Settlement Agreement shall be

binding upon Pacific and Idaho whether or not the proposed merger

of Pacific and Utah is completed. ln the event the merger

between Pacific and Utah is consummated, references herein to

Pacific shall be deemed to be references to the Merged Company.
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As a complete resolution of the dispute between Idaho

and Pacific in FERC Docket No, ER86-570 concerning whether the

Midpoint 345kV Substation is a point of delivery under the TSAR
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Company (" Sierra Pacific" ) at the Midpoint 345kV Substation, the
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Sierra Pacific at the 345kV Midpoint Substation shall be Idaho

Power's effective Intercompany Pool (ICP) non-firm transfer rate

or the effective non-firm transfer rate under a successor

agreement; and (2) that the Midpoint 345kV Substation is not a

point of delivery under the TSA. The resolution of these issues

shall not be regarded as precedent with respect to the

establishment of any charges for deliveries pursuant to Article

II, Section 2.b herein.

ARTICLE IV

Enforceabilitv

The provisions of this Settlement Agreement shall be

binding upon Pacific and Idaho whether or not the proposed merger

of Pacific and Utah is completed. ln the event the merger

between Pacific and Utah is consummated, references herein to

Pacific shall be deemed to be references to the Merged Company.
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point of delivery under the TSA. The resolution of these issues

shall not be regarded as precedent with respect to the

establishment of any charges for deliveries pursuant to Article

II, Section 2.b herein.

ARTICLE IV

Enforceability

The provisions of this Settlement Agreement shall be

binding upon Pacific and Idaho whether or not the proposed merger

of Pacific and Utah is completed. In the event the merger

between Pacific and Utah is consummated, references herein to

Pacific shall be deemed to be references to the Merged Company.



The provisions of this Settlement Agreement are intended to be

binding and specifically enforceable before any court or agency

having jurisdiction over the matters contained herein.

ARTICLE V

Reservations

This Settlement Agreement, including this Article V,

represents a compromise to conclude these proceedings, and

neither Pacific nor Idaho, in joining this Settlement Agreement,

shall be deemed to have accepted, agreed or consented to any

theory or principle. Neither Pacific nor Idaho shall be deemed

to have waived any claim or right which it may otherwise have

with respect to any matters not expressly provided herein.

Neither Pacific nor Idaho, in joining this Settlement Agreement,

shall be deemed to have waived, compromised, or be foreclosed in

any manner from making any contention in any future proceeding or

investigation with respect to any matters not expressly provided

herein. This Settlement Agreement is submitted pursuant to Rule

602 of the Commission's Rules of Practice and Procedure and, if
not approved in its entirety without conditions, is privileged,

and the terms hereof shall be null and void, of no effect, and

may not be used in any way to prejudice any party's litigation
position in any proceeding.

The provisions of this Settlement Agreement are intended to be

binding and specifically enforceable before any court or agency

having jurisdiction over the matters contained herein.

ARTICLE V

Reservations

This Settlement Agreement, including this Article V,

represents a compromise to conclude these proceedings, and

neither Pacific nor Idaho, in joining this Settlement Agreement,

shall be deemed to have accepted, agreed or consented to any

theory or principle. Neither Pacific nor Idaho shall be deemed

to have waived any claim or right which it may otherwise have

with respect to any matters not expressly provided herein.

Neither Pacific nor Idaho, in joining this Settlement Agreement,

shall be deemed to have waived, compromised, or be foreclosed in

any manner from making any contention in any future proceeding or

investigation with respect to any matters not expressly provided

herein. This Settlement Agreement is submitted pursuant to Rule

602 of the Commission's Rules of Practice and Procedure and, if
not approved in its entirety without conditions, is privileged,

and the terms hereof shall be null and void, of no effect, and

may not be used in any way to prejudice any party's litigation
position in any proceeding.
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The provisions of this Settlement Agreement are intended to be

binding and specifically enforceable before any court or agency

having jurisdiction over the matters contained herein.

ARTICLE V

R rv ti n

This Settlement Agreement, including this Article V,

represents a compromise to conclude these proceedings, and

neither Pacific nor Idaho, in joining this Settlement Agreement,

shall be deemed to have accepted, agreed or consented to any

theory or principle. Neither Pacific nor Idaho shall be deemed

to have waived any claim or right which it may otherwise have

with respect to any matters not expressly provided herein.

Neither Pacific nor Idaho, in joining this Settlement Agreement,

shall be deemed to have waived, compromised, or be foreclosed in

any manner from making any contention in any future proceeding or

investigation with respect to any matters not expressly provided

herein. This Settlement Agreement-is submitted pursuant to Rule

602 of the Commission's Rules of Practice and Procedure and, if

not approved in its entirety without conditions, is privileged,

and the terms hereof shall. be null and void, of no effect, and

may not be used in any way to prejudice any party's litigation

position in any proceeding.



ARTICLE VI

Execution Bv Counteroart

This Agreement may be executed by counterparts, and

upon execution by the Parties each executed counterpart shall

have the same force and effect as an original instrument and as

if all the Parties had signed the same instrument. Any signature

page of this Agreement may be detached from any counterpart of

this Agreement without impairing the legal effect of any signa-

tures thereon, and may be attached to another counterpart of this

Agreement identical in form hereto but having attached to it one

or more signature page.

ARTICLE VI

Execution Bv Counteroart

This Agreement may be executed by counterparts, and

upon execution by the Parties each executed counterpart shall

have the same force and effect as an original instrument and as

if all the Parties had signed the same instrument. Any signature

page of this Agreement may be detached from any counterpart of

this Agreement without impairing the legal effect of any signa-

tures thereon, and may be attached to another counterpart of this

Agreement identical in form hereto but having attached to it one

or more signature page.
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ARTICLE VI

Execution By Counterpart

This Agreement maybe executed by counterparts, and

upon execution by the Parties each executed counterpart shall

have the same force and effect as an original instrument and as

if all the Parties had signed the same instrument. Any signature

page of this Agreement may be detached from any counterpart of

this Agreement without impairing the legal effect of any signa-

tures thereon, and may be attached to another counterpart of this

Agreement identical in form hereto but having attached to it one

or more signature page.



WITNESS WHEREOF, the Parties have executed this

Settlement Agreement effective as of the date first written

above'TTEST:

PACXFICORP dba
Pacific Power 6 Light Company

f&'avid

F. Bolender, President(

ATTEST: IDAHO POWER COMPANY

By
Robert J. O'onnor,
Chairman of the Board and

Chief Executive Officer

WITNESS WHEREOF, the Parties have executed this

Settlement Agreement effective as of the date first written

above'TTEST:

PACXFICORP dba
Pacific Power 6 Light Company

f&'avid

F. Bolender, President(

ATTEST: IDAHO POWER COMPANY

By
Robert J. O'onnor,
Chairman of the Board and

Chief Executive Officer
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WITNESS WHEREOF , the Parties have executed this

Settlement Agreement effective as of the date first written

above.

ATTEST: PACIFICORP dba
Pacific Power & Light Company

By
David F. Bolender , President

ATTEST: IDAHO POWER COMPANY

By Z
Robert J. O'Connor,
Chairman of the Board and

Chief Executive officer
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APPENDXX 8

SENT ~,~g~~~
+~~SZl~SYCg~~~

March ll, 19SS

Mr. Veri tophaa
Utah tour 4 Tight Coepany
1407 Woat North Teaple
Salt Lake City, Utah $ 4111

Oeet Mt. 'Raphael

I uadetacand that pC/UP6I. Merging Corp. has expressed ics Wllingness
to provide fiW «hea15ng eatvica froa Idaho Pomr Company to W'ashiagtoa City
putcuanc to an hgtaeaant Respecting Ttanamtasioa facilitiee an4 Services Kth
?daho Pomy Company dated March 1958 (Agyeeeaat). This ia to advise you that
waahington City does not oppose the principle that loot opportunity costs may
be include4 ia the tate fot fipa Crans15ssion service to be provided pursuant
CO Cha Agreeeant and that Weehingtea City «411 nat eppeea that priaoiple in
any future Pedetel lnetgy '4gulacory Cociissiom ptooeed5ng relate4 to
tranaaisaioa eatviae ptovidad putsuant to the kgteeaent.

Nothing herein should ba conettued aa agreement by Qaahingtoa city
chat Loss opportunity costa &11be incurred as a result ot firn ttaasefsskoa
eetvfce ptev54e4 pursuant to Che kgreeaantp ot coooctued Oe relieviag pC/Qp6L
Merging Corp. fry Cha reeponeibility of 4eaonetracing that such lose
opportunity coats yfll be incutre4 and daaonstyating the amount or level of
euoh coats& if any. Fetthat, nothing herein should be construed as agreemeac

by Waohingcoa City ta aay specific eethodology for ea1culating the Lost
opportunity coats, if any, to be included in the tata fet fiaa transmission
ServiCa ptov54ed puteuaat CO tha Agreement. Tt ia else out underctanding that
tha lost opportuILity coats, if any, shall not include lost tevaaues resulting
ftoa loca of current or tutur ~ electric aalea by PC/VP6I Merging Cotp. to
Washington City.

Tours truly,

fosnt c . ~~
bert k. Slack

Mayor, Washington City
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APPENDIX B

0

SENT aY:3.'-f! AND C%WDN!R 3-17-4M 3: 02PM

March 17, 1988

Mr. dsrl Tophan
Utah hover 6 Light Company
1407 West North Temple
Salt Laks City, Utah 34111

=e2s219-964sr c Cpce pOWLp

tsar Hr. Tophau:

I understand that PC/t?&L Merging Corp . has expressed its willingness

to provide firm wheeling service from Idaho Power Company to Washington City

pursuant to an Agreement Respecting Transmission Vacuities and Services with

Idaho Power Company dated lurch 1988 ( Agrasmsnt ). This is to advise you that

Washington City doss not oppose the principle that lost opportunity costs may

be included in the rats for film transmission service to be provided pursuant

to the Agreement and that Washington City will not oppose that principle in

any future Federal lnargy tegtislatory Commission proceeding related to

transmission service provided pursuant to the Agreement.

Nothing herein should be construed as agreement by Washington City

that lost opportunity costs will be incurred as a result of firm transmission

service provided pursuant to the Agreement , or construed as relieving PC/UPiL

Merging Corp . from the responsibility of dssanstrattag that such lost

opportunity costs will be incurred and demonstrating the amount or level of

such costs , if any . Turtbsr , nothing herein should be construed as agreement

by Washington City to any specific methodology for calculating the lost

opportunity costs, if any, to be included in the rats for firm transmission

service provided pursuant to the Agreement . It is also our understanding that

the lost opportunity costs, if any , shall not include lost revenues resulting

from lass of current or future electric sales by PC/CPiL Merging Corp. to

Washington City.

Yours truly,

hurt A. Slack
Mayor, Washington City

:1e
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APPENDrx C

March l7, LS44

Ne. Veri 'Tophas
Utah temr C Lii|lt Coapany
1407 %st North Tasple
Salt Mao City, Utah 44lll

Dear Nr. Tophas&

I QI4erwtand that tC/UNI Morgiog Corp o has expressed its wiLLingnaww
to previla firm wheeling service froa Idaho poser Coapany te Utah Associated
Municipal tome Systass (UkMPS) pureuant to an Agreeient leapaetiag
iraoelaiaoion pacflitiaa an4 serviaea with Idaho power coepsoy data4 larch 1048
(kgreeiont) ~ This is to advio» yeu that QAKFS doaa not oppose the principle
that lowt opportunity coats Iay be inalude4 in the rate fOr tite tranwataaion
service co bo prov5dw4 pursuant to the kgrweeent and that UAÃps will not
oppose that principle in any future Federal Energy l4gQLatory ComLLswion
proceediag related to trans&asian service provida4 pursuant te the Agreement.

Nothing herein shoul4 be soastrue4 aa agreeeent by VNFS that lost
opporCQILiCJ toots vkil bo incurred aa a resQLC of 8th Cransiission service
provi4ed pursuant to the Agrwesant, oe construed aa relieving N/VPH, HerSing
Corp, free the reeponwibilitg of 4osonatratini that ouch loot opportunity
doses will be incurre4 and 4eaonstratkng the aaount or level of such coatsl if
any. further, nothing hesais should be construed aa agreesant by UAMtS to any
specific eetho4ology tor calculating the loot opportunity coats, if any, to be
included in tha rata fet fifa ttaaaaiaaion service provided pursuant to the
~eeaent. It ie alee eur understanding that the lost opportunity enate, if
any, shall not include lost revenues resulting frna iowa ef auzrwnt or future
olsctri» sales by pC/Uplift Mergini Corp. to QNFS aeabwra aerved within the
State of Utah.

Tous trQLy,

Carolyn S. Nclail
Canetal Naager
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RCV EY:xEROx TELECOPIER '7010 ; 3-17-88

Mr. Teri 'rophaa

Utah tower & Licht CoapanY

1407 Vast North
tissolssAlli

gilt Lake City.

6:22PM

March of 1988

8016281610-4

APPENDIX C

2028282195;#

Dear Mr. 'rophans
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yours truly.
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Carolyn S. McNeil

General Manager



ID~0 POWER/MONTANA POWER

EXHIBIT NO. 301-a (revised 3/21)

FERC DOCQT NO. ECBB-2-000

ENERGY PURCHASE AND TRANSMISSION
SERVICE AGREEMENT

This Energy Purchase and Transmission Service Agreement

("Agreement" ) dated day of 1988, is entered into

between PC/UPaL Merging Corp., an Oregon Corporation ("Merged

Company" ) and The Montana Power Company, a Montana Corporation

("Montana" ).

Section 1 Meraer Proceedina

In return for the mutual commitments set forth in this

Agreement, Montana will not offer any testimony or additional

exhibits except -to the extent requested by the Presiding Judge or

otherwise required to do so by legal process, cross-examine any

witnesses, or submit any briefs or arguments in opposition to

positions taken by the Applicants in pending Federal Energy

Regulatory Commission ("FERC") Docket No. EC88-2-000 after the

date of this Agreement.

Section 2 Enerav Purchases

Beginning on January 1, 1990 and continuing through

December 31, 1995, Montana shall sell and the Merged Company

shall purchase firm energy to be delivered to the Merged Company

at the Yellowtail Substation. The Merged Company agrees to

purchase 15 average megawatts at a constant delivery rate of 15

megawatts per hour (i.e., an annual load factor of 100\) for the

period from January 1, 1990 through December 31, 1992. Merged
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EXHIBIT NO . 301-a ( revised 3/21)

FERC DOCKET NO. EC88-2-000

ENERGY PURCHASE AND TRANSMISSION
AERmics T
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Company agrees to purchase 10 average megawatts at a constant

delivery rate of 10 megawatts per hour (i.e., an annual load

factor of l00%) for the period from January 1, 1993 through

December 31, 1995. The prices for this firm energy shall be as

follows:

Year
Energy Charge

(Nil 1 s/kNh )

1990
1991
1992
1993
1994
1995

26.10
30.10
34.73
40.06
46.21
53.31

Section 3 Transmission Services

A. During the period of energy purchases under

Section 2, Montana agrees to provide the Merged Company firm

transmission service as follows:

(1) up to 15 Mw between the Merged Company's 161

kV point of interconnection with Montana at Billings, Montana to

the Colstrip 500 kV Transmission System at Broadview and

(2) up to an additional 15 Nw between the Merged

Company's 161 kV point of interconnection with Montana at

Billings, Montana to the 230 kV line terminal of the Amps line at

Anaconda Substation.

B. (a) Montana agrees to provide, during the period

of energy purchases under Section 2, the transmission service set

forth in A(l) above at no cost to the Merged Company.
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Company agrees to purchase 10 average megawatts at a constant

delivery rate of 10 megawatts per hour (L„ep, an annual load

factor of 100% ) for the period from January 1, 1993 through
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the Colstrip 500 kV Transmission System at Broadview and
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of energy purchases under Section 2, the transmission service set

forth in A(l) above at no cost to the merged Company.



(b) Montana agrees to provide such service as set

forth in A(2) above at no cost to the Nerged Company for the

period January 1, 1990 through December 31, 1992. The Nerged

Company, if it wishes to use this service after 1992 shall give

one year advance notice and shall pay Montana its then-effective

FERC-filed embedded system firm transmission service charges,

including losses, and continue such service until December 31,

1995.

Section 4 Cons»~~tion of Meraer

If the proposed merger of PacifiCorp and Utah Power is-

not consummated, Sections 2 and 3 of this Agreement shall have n6

force or effect.

Section 5

Within 90 days of the execution of this Agreement, the

parties shall negotiate and execute a Contract containing

detailed terms and conditions necessary to implement Sections 2

and'3 of this Agreement. Said Contract will be filed with the

FERC and concurred in by the Merged Company. In the event the

parties are unable to reach agreement on such Contract in 90

days& Montana shall file unilaterally with FERC a proposed

contract implementing Section 2 and 3 above, provided, however,

that such unilateral filing shall not be inconsistent with the

provisions of this Agreement. The Merged Company shall take
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service uiider such proposed contract and pay the charges there-

under, subject to refund, and shall have the right to oppose such

terms as are inconsistent with this Agreement.

Section 6 Reaulatorv Aaaroval

It is the intent and belief of the Parties that this

Agreement shall be a binding and enforceable contract upon its

execution by the Parties and that this Agreement is not subject

to filing with or approval by FERC under the Federal Power Act or

FERC's regulations thereunder. It is the Parties intent that

this Agreement shall be binding and enforceable regardless of any.

action or inaction of any regulatory body. In the event FERC

determines that'his Agreement is subject to such filing and/or

approval, the Parties agree to put forth their best efforts tp

have this Agreement approved by FERC without modification or

condition so as to preserve the balance of consideration herein.

The Parties agree to support this Agreement in its entirety

before any court or agency in any proceeding, state or federal.

Section 7 Execution Xn Counteraart

This Agreement may be executed by counterparts, and

upon execution by the Parties each executed counterpart shall

have the same force and effect as an original instrument and as

if the Parties had signed the same instrument. Any signature

page of this Agreement may be detached from any counterpart of

this Agreement without impairing the legal effect of any

service uiider such proposed contract and pay the charges there-
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terms as are inconsistent with this Agreement.

Section 6 Reaulatorv Aaaroval

It is the intent and belief of the Parties that this

Agreement shall be a binding and enforceable contract upon its

execution by the Parties and that this Agreement is not subject

to filing with or approval by FERC under the Federal Power Act or

FERC's regulations thereunder. It is the Parties intent that

this Agreement shall be binding and enforceable regardless of any.

action or inaction of any regulatory body. In the event FERC

determines that'his Agreement is subject to such filing and/or

approval, the Parties agree to put forth their best efforts tp

have this Agreement approved by FERC without modification or

condition so as to preserve the balance of consideration herein.

The Parties agree to support this Agreement in its entirety

before any court or agency in any proceeding, state or federal.

Section 7 Execution Xn Counteraart

This Agreement may be executed by counterparts, and

upon execution by the Parties each executed counterpart shall

have the same force and effect as an original instrument and as

if the Parties had signed the same instrument. Any signature

page of this Agreement may be detached from any counterpart of

this Agreement without impairing the legal effect of any

4

0

service hider such proposed contract and pay the charges there-

under, subject to refund , and shall have the right to oppose such

terms as are inconsistent with this Agreement.

Section 6

It is the intent and belief of the Parties that this
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Section-1

This Agreement may be executed by counterparts, and

upon execution by the Parties each executed counterpart shall

have the same force and effect as an original instrument and as

if the Parties had signed the same instrument. Any signature

page of this Agreement may be detached from any counterpart of

this Agreement without impairing the legal effect of any



signatures thereon, and may be attached to another counterpart of

this Agreiment identical in form hereto but having attached to it
one or more signature page.

signatures thereon, and may be attached to another counterpart of

this Agreiment identical in form hereto but having attached to it
one or more signature page.

5

signatures thereon, and may be attached to another counterpart of

this Agreement identical in form hereto but having attached to it

one or more signature page.



-WITNESS WHEREOF, the parties have executed this Energy

Purchase And Transmission Service Agreement effective as of the

date first written above.

ATTEST: PC/UP4L MERGXNG CORP.

ATTEST: THE MONTANA POWER COMPANY

By

-WITNESS WHEREOF, the parties have executed this Energy

Purchase And Transmission Service Agreement effective as of the

date first written above.

ATTEST: PC/UP4L MERGXNG CORP.

ATTEST: THE MONTANA POWER COMPANY

By

}
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-WITNESS WHEREOF , the Parties have executed this Energy

Purchase And Transmission Service Agreement effective as of the

date first written above.

ATTEST : PC/UP& L MERGING CORP.

By

ATTEST : THE MONTANA POWER COMPANY

By 40 1^



Exhibit 1

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 8c 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:

l. "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

~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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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 fir m 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 wheeled 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 Nona Substation or any facility that generates

electricity located within an Integrated Service Area.

10. "Transmission Dependent Utilities" means Deseret Generation and

Transmission C~perative, Utah Associated Municipal Power Systems, Inc. and its

present members, and the present members of the Utah Municipal Power Association.

11. "Utility" means any public or private entity that is lawfully engaged in the

business of selling electricity at wholesale or retail.

G. 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 for 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 course unless the amount of power to be wheeled exceeds the

engineering limitations of the Company's system.

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 fir m power by the
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Transmission C~perative, Utah Associated Municipal Power Systems, Inc. and its

present members, and the present members of the Utah Municipal Power Association.
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business of selling electricity at wholesale or retail.

G. 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 for 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 course unless the amount of power to be wheeled exceeds the

engineering limitations of the Company's system.
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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.
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Company is received by another Utility.
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delivery of power to be wheeled for another Utility.

9. "Source" means the Mona Substation or any facility that generates
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business of selling electricity at wholesale or retail.

EXISTING CONTRACTS

All transmission contracts to which Utah Power or Pacific Power & Light

Company were parties as of the effective date of this Policy shall be honored by the

Company for their remaining term.

III. FIRM WHEELING WITHIN AN INTEGRATED S VICE 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 course unless the amount of power to be wheeled exceeds the

engineering limitations of the Company 's system.
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The rate for Firm Wheeling service provided pursuant to this Paragraph III will

be designed to recover an allocated portion of either system embedded cost or an

allocated portion 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 support the facilities

required.

IV. FIRM WHEELING SERVICE INTO, OUT OF, 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 reo &tingservice are lawful (for

example would there be a violation of laws related to a certificated area);

6. The degree of firmness of the requested service;

7. The service pr iority 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 Utility will cooperate in providing the service;

10. Whether the Utility 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 Costs incurred as a result of providing the service. At the option of the

Utility tequesting the service, exercised at the time of entering into a contract,

Opportunity Costs wul be based upon either projected or experienced operating

conditions and wholesale marketing opportunities. lf 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.
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10. Whether the Utility 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 Costs incurred as a result of providing the service. At the option of the

Utility tequesting the service, exercised at the time of entering into a contract,

Opportunity Costs wul be based upon either projected or experienced operating

conditions and wholesale marketing opportunities. lf 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.
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V. USE OF FACILITIES CHARGES

To the extent that providing Fir m 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 chat ge ot

contribution in aid of construction to recover costs associated with the installation of

such facilities.

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 ate 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 file a proposed charge 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 345 kV or higher and subject to applicable state regulatory approval, the

Company will afford other Utilities the opportunity to participate in the project,

Drovided 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, orovided 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, orovided 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 will

submit to the jurisdiction of the FERC to consider any such complaint and provide for

an appropriate remedy, but not to 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 will be subject, where

required, to review by the FERC as an uncontested offer of settlement. This Paragraph

IX shall not apply to paragraph VIII 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 VIII.

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

l. The existing UPhL service area in the State of Utah;

2. The existing UPRL service area in the State of Idaho;

3. The existing UPdcL service area in the State of Wyoming;

4. The existing PPdcL service area in Southern Oregon and Nor them

California;

5. The existing PPAL Coos Bay, Oregon service area:

6. The existing PPdcL Lincoln City, Oregon service area;

7. The existing PPRL WiUamette Valley, Oregon service area;

8. The existing PPhL Central Oregon service area;

9. The existing PPRL Hood River, Oregon service area;

10. The existing PPhL Portland, Oregon service area;

11. The existing PPRL Clatsop, Oregon service area;

12. The existing PPRL Enterprise, Oregon service area:

13. The existing PPRL Pendleton, Oregon service area;

14. The existing PPRL Walla Walla, Washington service area;

15. The existing PPAL Yakima, Washington service area;

16. The existing PPRL Sandpoint, Idaho service area;

17. The existing FPRL Libby, Montana service area;

18. The existing PPRL KaUspell, Montana service area;

19. The existing PPhL 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;

11. 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;

i5. 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;

I.S. The existing PP&L Kalispell, Montana service area;

19. The existing PP&L service area in the State of Wyoming;



BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UF 4000

7
In the Matter of the Application of

8
PACIFICORP and PC/UPLL Merging Corp.

9 for an Order Authorizing the Merger
10 of PACIFICORP and UTAH POWER S LIGHT
11

COMPANY into PC/UPLL 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

) STIPULATION

18

19

20

Territory, and Authorizations in

Connection Therewith.

21

22
The staff of the Public Utility Commission of Oregon

23
(Staff), appearing by and through its attorney, W. Benny Won,

24
Assistant Attorney General, and PacifiCorp and PC/UPSL 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. Anorovals Reauested

The Applicants have filed an Application (Application)

8 with the Public Utility Commission of Oregon (Commission)

9 requesting the Commission's order:

10

l. Authorizing the merger of PacifiCorp (PacifiCorp

12 Maine) and Utah Power S Light Company (Utah Power) with

13 and into PC/UPLL Merging Corp., an Oregon corporation

14 to be renamed PacifiCorp upon the closing of the merger

15 (PacifiCorp Oregon), in accordance with an Agreement and

Plan of Reorganization and Merger among PacifiCorp Maine,

17 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

24 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 758.0l5;

10

11 5. Authorizing the transfer to PacifiCorp Oregon of all

rights to allocated territory granted to PacifiCorp Maine,

pursuant to ORS 758.460;

14

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;

19

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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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;

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

2 of securities by PacifiCorp Maine which have not been fully

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 II. 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

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. Aooroval Recommendation

24 The Parties recommend approval of the Application subject

to Section IV of this Stipulation. Subject to Section IV, the

Page/4

1 all Commission authorizations and approvals for the issuance

2 of securities by PacifiCorp Maine which have not been fully

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 II. 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

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. Aooroval Recommendation

24 The Parties recommend approval of the Application subject

to Section IV of this Stipulation. Subject to Section IV, the

0

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

Page/4

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. B asj§ o f StiRulgtjon

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 i nterest of the State

of Oregon , provided that the terms of this Stipulation are

adopted . The Parties enter i nto this Stipulation voluntarily

to resolve matters not in dispute among them and to expedite

the orderly conduct and disposition of this proceeding.

III. Approval Recommendation

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 Aooroval

9 The terms of this Section shall apply to the approvals

10 requested by Pacific. These terms are intended to ensure

11 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

17 A. Exhibits to Stimulation

18

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

l. Exhibit l, entitled Pacific Power 5 Light

Company-Utah Power L Light Company, Con-

solidated Operating Benefits (Docket No.

Page/5

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 Aooroval

9 The terms of this Section shall apply to the approvals

10 requested by Pacific. These terms are intended to ensure

11 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

17 A. Exhibits to Stimulation

18

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

l. Exhibit l, entitled Pacific Power 5 Light

Company-Utah Power L Light Company, Con-

solidated Operating Benefits (Docket No.

9

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

Page/5

Parties specifically agree that the Merger Agreement and all

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. jermg Of 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 b i ts to St i pulat 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 1 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).

S For purposes of this Stipulation, the years 1988 through 1992

9 as used in Exhibits 1 and 2 shall refer to calendar years 1

10 through 5 following the closing of the merger, as provided in

11 Section V of this Stipulation.

12

13 B. Reoortina Reauirements

14

The Parties acknowledge that Pacific submits semi-

16 annual regulatory results of operations to the Commission.

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 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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UF 4000, Exhibit No. 4, pages 1 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).

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. Reporting Requirements

The Parties acknowledge that Pacific submits semi-

annual regulatory results of operations to the Commission.

The semi-annual reports contain i nformation 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 l and 2, as well as other identified

2 categories, and how they affect Oregon jurisdictional

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

14

15

16

18

19

20

21

22

25

2. A sho~ing of the Oregon allocated merger

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 allocation methods employed

shall he clearly described and supported by

detailed workpapers. In demonstrating power

supply benefits, Pacific shall provide 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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depicted in Exhibits 1 and 2, as well as other identified

categories, and how they affect Oregon jurisdictional

results. Initial 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 shall provide 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.

4. A schedule of Pacific's preferred stock and

10

12

13

14

15

16

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.

17

18

20

21

23

5. A description of all major post-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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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. 'A description of all major post-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 Meraer Costs and Benefits

Pacific agrees to initiate an allocation committee

4 consisting of representatives from all appropriate regulatory

5 jurisdictions of the merged company 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 participate in the committee in

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

11 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

]4 adopts such methods, the Parties agree that the general guide-

lines for allocating merger costs and benefits specified belo~

16 shall be adhered to in Pacific's general rate applications or

17 Commission show-cause 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. These guidelines do not take into con-

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

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

23 development of consensus among all jurisdictions.

24

25 1. Pre-merger generation and transmission
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C. Allocation of Merger Costs -and Benefits

Pacific agrees to initiate an allocation committee

consisting of representatives from all appropriate regulatory

jurisdictions of the merged company within six weeks 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 participate in the committee in

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 the general guide-

lines for allocating merger costs and benefits specified below

shall be adhered to in Pacific' s general rate applications or

Commission show-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 generation 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 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-

mission plant.

13

14

15

16

17

19

20

2. Post-merger additions to generation and system

transmission plant and related system facilities

due to the merger shall be allocated between the

Pacific Power and Utah Power divisions on an

equitable basis that is based on sound economic

principles and is mutually agreeable to the

Staff and Pacific.

21

22

23

24

25

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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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-

mission plant.

2. Post-merger additions to generation and system

transmission plant and related system facilities

due to the merger shall be allocated between the

Pacific Power and Utah Power divisions on an

equitable basis that is 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 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. Other cost changes due to the merger shall be

10

12

14

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 ezample:

15

16 (a) Economic development costs that can

17

18

19

20

21

be directly assigned to each operating

division shall 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

24

25

(b) Manpower costs shall be directly accounted

for by operating division as much as

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

Allocation Notes 1 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.

4. Other 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) Economic development costs that can

be directly assigned to each operating

division shall 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.

(b) Manpower 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.

(c) Costs attributable to administrative

10

12

13

14

15

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. is mutually agreeable to the

Staff 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.

16

18

19

20

21

23

(d) Costs occasioned by the merger shall

be directly assigned to each operating

division where 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.

24

25

5. Wherever these guidelines require mutual

agreement between the Staff and Pacific, if
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and allocated by a method that is mutually

agreeable to the Staff and Pacific.

24

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 is mutually agreeable to the

Staff 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) Costs occasioned by the merger shall

be directly assigned to each operating

division where 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 by the Commission

based upon the guidelines in this Subsection C.

6 Pacif ic agrees that its shareholders shall assume all risks

that may result from less than full system cost recovery if
8 inter-divisional allocation methods differ among the merged

9 company's various jurisdictions.

10

The provisions of this Subsection C apply only

12 to the allocation of merger costs and benefits between the

Pacific Power and Utah Power divisions. Allocations within

14 the Pacific Power division shall be governed by Pacific's

15 existing jurisdictional allocation methods, as modified from

time to time.

17

18 D. Future Rate Cases

19

20 Pacific represents and warrants that its Oregon

customers shall be held harmless if the merger results in

greater net costs to serve Oregon customers than if the merger

had not occurred. More specifically, Pacific agrees as

24 follows:
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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.

Pacific agrees that its shareholders shall assume all risks

that may result from less than full system cost recovery if

inter-divisional allocation methods differ among the merged

company's various j urisdictions.

The provisions of this Subsection C apply only

to the allocation of merger costs and benefits between the

Pacific Power and Utah Power divisions . Allocations within

the Pacific Power division shall be governed by Pacific's

existing jurisdictional allocation methods, as modified from

time to time.

D . Future Rate Cases

Pacific represents and warrants that its Oregon

customers shall be held harmless if the merger results in

greater net costs to serve Oregon customers than if the merger

had not occurred . More specifically , Pacific agrees as

follows:
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1. Pre-merger Utah Power rate base assets shall be

excluded from calculations of Pacific's rate

base assets devoted to serve Oregon customers.

2. By the end of the second quarter of calendar

10

12

13

14

15

16

17

18

19

20

21

22

23

24

year 1989, 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.

Pacific further agrees not to effect any overall

increase in electric rates in Oregon prior to

the end of calendar year l992. 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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1. Pre-merger Utah Power rate base assets shall be

excluded from calculations of Pacific's rate

base assets devoted to serve Oregon customers.

2. By the end of the second quarter of calendar

year 1989, 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.

Pacific further agrees not to effect any overall

increase in electric rates in Oregon prior to

the end of calendar year 1992 . 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.

4. Pacific agrees that a method of establishing

common equity costs that relies upon the use of

comparable companies ~ill be used in future rate

proceedings during calendar years l through 5.

10

E. Aareements Reaardina Soecific Aoorovals

12

With regard to the specific approvals requested in

14 its Application, Pacific represents and agrees as follows:

16

17

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

22

23

24

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

cimmon equity costs that relies upon the use of

comparable companies will be used in future rate

proceedings during calendar years 1 through 5.

E. AR2rgv als

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

r quired 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 4. The information contained in the Application

14

16

17

18

19

20

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

22

24

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

r guired 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, 10-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.

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.

21

22 V. Term of Stimulation

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. Modification 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 Stipulation

The terms of Section IV of this Stipulation shall be

251 effective for a period of five calendar years from the date
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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

10 written notice to the Commission and all parties to this

11 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 of the Stiaulation

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. Ezcept as provided in Section IV.F. of

this Stipulation, to the eztent 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. Parties', Recommendation

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. Effect of the Stipulation

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 Narch, 198S.

James F. Fell
Attorney at Law

For Applicants

10

W. Rfenny Won
Asst. Attorney General

For Oregon PUC Staff
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Dated this 3^/ day of March, 1988.

AwV-4-6 941Q EMEM
U

James F. Fell
Attorney at Law
For Applicants

W. Benny Won
Asst. Attorney General
For Oregon PUC Staff
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PACIFIC POUTER & LIGHT COMPANY

UTAH POUTER & LIGHT COMPANY

• CONSOLIDATED OPERATING BENEFITS*
(Millions Of Dollars)

Reduced Construction2

Economic Development3

Administrative combinations
4

L88 1
a89 9G IL91

$ 1 $ 3 $ S $ • $ 11

1 2 6 11 17

19 20 20 20 20

Manpower Efficiencies
5 10 20 30 42 53

#Power Supply6 1-7 265- A-O 17

Total Benefits Sit ;119 $U1 $1 _

* Notes attached.



Note (1'I Calendar Year basis

Docket No. UF-4000
Exhibit No. 4
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Witness: F. D. Reed

Consolidated Operating benefits are shovn on a calendar year
basis, assuming the merger is consummated January 1, 1988.

Note f21 - Reduced Construction

Pacific Pover

Removals or Deferrals bevond l992

The folloving fossil pro)ects vhich vere part of Pacific's 1987
construction program vill be avoided or delaye4 past 1992 under
the combined system: Jim Sridger Units 1, 2 and 4 turbine
upgrades, Jim Sri4ger Units 1, 2, an4 3 cooling tovers, Jim
Sridger Unit 4 economizer, and the Centralia cooling tover.

Protects Added to the Plan:

The nee4 for additional transmission capacity for the merged
system vill necessitate the building of the folloving addi-
tional transmission pro)ects: Naughton-Jim bridger 230 kV
line, Riverton and Rock Springs capacitors, an4 the Naughton
phase shifter.
Rescheduled and Adjusted Existina Prospects

The South Trona to Monument line an4 tirehole substation are
expected to be move4 from 1989 to 1988 to meet a44itional
capacity needs. Znformation Management pro)ects, Myoming and
Washington fossil projects, and Nyoming microvaves vill be
re4uced due to efficiency savings in the merger.

Utah Pover

Although it is premature to specifically identify all of the
construction pro)ects vhich vill be specifically altere4, as a
result of the merger, betveen the tvo companies, it is estimat-
e4 there vill be a reduction of $ 14 million Production, Sl
million Transmission, $ 34 million Distribution, an4 $ 1$ million
Ceneral Plant. This, of course, is offset by ad4itions for
transmission interconnections betveen the tvo systems of $ 8

million in 19$ $ through 1992.

Note (3l Economic Develooment

Pacific has had an active and expan4ing economic development
program for several years.
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e4 there vill be a reduction of $ 14 million Production, Sl
million Transmission, $ 34 million Distribution, an4 $ 1$ million
Ceneral Plant. This, of course, is offset by ad4itions for
transmission interconnections betveen the tvo systems of $ 8
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Consolidated Operating Benefits are shown on a calendar year
basis , assuming the merger is consummated January 1, 1988.

Note ( 2) - Reduced Constructiop

Pacific Power

EaMovals

The following fossil projects which were part of Pacific's 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.

Projects added to the Plan :

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

Rescheduled and Adjusted Existing Projects

The South Trona to Monument line and Firehols substation are
expected to be moved from 1989 to 1988 to meet additional
capacity needs . Information Management projects , Wyoming and
Washington fossil projects, and Wyoming microwaves will be
reduced due to efficiency savings in the merger.

Utah Power

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

Note (3 1 - Economic Development

Pacific has had an active and expanding economic development
program for several years.
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While this progzam has been successful, the nature of the
service territory limits its competitiveness for projects.

larger and mora diverse service territory vill sake the
combine4 companies more competitive for such projects than
Pacific alone.

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

UP4L is just starting its economic 4evelopment program. The
merger vill allov them to avoid most o f the start-up an4
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 Study, combined vith an
empirical evaluation of knovn opportunities. These goals are
heing further refined vith the Site Economic Evaluation Data
Ease (SEED) also 4evelope4 hy the Company.

In order to develop a preliminary assessment of economic
development benefits of the mergez', Pacific revieve4 its ovn
analysis and research. Discussions have been hel4 vith UPCL
maz keting personnel regaz 4ing the potential Cor economic
development in their service territory.
An assessment of economic development benefits vas made jointly
hy Pacific Pover and Utah Pover. While thez'e az'e a number of
specific assumptions, the most important is that after a ~ramp
up perio4 the a4de4 economic development potential of the Utah
Pover service tez'ritory after the merger 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 4evelopment
potential in the curz'ent Utah Pover service territory. This
vill, in all probability, drav on the methodology an4 results
o f th ~ Pacif ic Pover Taz get Industry an4 SKKD studies.

This assessment inclu4es only the benefits Crom increased
~lectric sales. It 4oes not include increased tax revenues to
state an4 local government or any of the other positive results
of economic grovth an4 diversification 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 viii make 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 SO 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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NOTE (4j - Administration Combinations

groan welfare Plan Ienefits

In the group velfare plan area, approximately $ 1 millio n
annually in administrative costa could he saved by merging vith
Utah Pover I Light. Utah has established mutual insurance
companies to administer their claims, and Pacific'a preliminary
analysis indicates that since Utah ia operating on a non-profit
basis, Pacific could utilize Utah'a services and systems to
achieve these savings.

Commuter Svstems Ijenetits

Certain contracts can be reduc»4 in coat because of the combi-
nation as veil as utilization of systems in place versus
acquiring nev systems vill re4uce cost by some SQ million
annually. Examples of these benefits include the folloving:

1) XSM Hardvare and Softvare License and Maintenance

Pacific analyzed the enterprise license agreement. The
analysis shoved that if Pacific had an additional site
license they coul4 save approximately Sl.l million on ISN
license coats. lith Utah Pover, the a44itional site can he
obtained.

2) Non-ISN System Softvare License Savings

The second site license from moat of the vendors ia about
50\ of the base cost. Maintenance (vhich ia about 20'f
base coat) voul4 also decrease by 504. Aa a result, Utah
Pover aa a aecon4 site vould experience a savings of
04OO,OOO.

Leeral Emensa

Utah Pover 4 Light has a staff of in-house attorneys to take
care of their legal issues. The combined companiea can benefit
from the better utilization of this in-house legal expertiae
and corresponding reductions to outside legal services expense.
Estimated savings are approximately $ 1 million per year.

Environmental Services

Several management decisions in the environmental area, if
modified, appear to have the potential to reduc» operating
coats:
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W

In the group welfare plan area , approximately $ 1- million
annually in administrative costs could be saved by merging withUtah Power & Light . Utah has established mutual insurance
companies to administer their claims , and Pacific ' s preliminary
analysis indicates that since Utah is operating on a non-profit
basis , Pacific could utilize Utah's services and systems to
achieve these savings.

COM2u1terAWs benefits

Certain contracts can be reduced in cost because of the combi-nation as wall as utilization of systems in place versusacquiring now 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. The
analysis showed that if Pacific had an additional site
license they could save approximately $ 1.2 million on IBM
license costs . With Utah Power , the additional site can be
obtained.

2) Non-IBM System Software License Savings

The second site license from most of the vendors is about
50$ of the base cost. Maintenance (which is about 20% of
bass cost) would also decrease by 502. As a result, Utah
Power as a second site would experience a savings of
$400,000.

Legal r=ens•

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

Envil2nMODIA1 Services

Several management decisions in the environmental area, if
modified , appear to have the potential to reduce operating
costs:
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1) PCS: Utah Pover has a program of testing all electrical
equipment an4 replacing any contaminate4 equipment . Over $ 3
million vas budgeted for 1987 an4 $ 1. J million has been expend-
s 4 through June 1987. When couple4 vith the testing program
(approximately 754 of th» equipment has been physically tested),
a significant savings could be accomplished via modifications
to Chil program.

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

3) Other: A complete reviev of all environmental service of
both companies is expected to 4isclose other potential savings.

It is estimate4 that $ 3 million in annual savings are possible,
given mo4ifications to the aforementioned an4 perhaps other
programs.

Insurance

Combining the casualty and property insurance coverages for
Utah Pover and 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 Pover has discussed adding Utah Pover to its
insurance programs vith its insurance brokers. The incremental
cost for property and 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 013 million for proeprty and casualty insur-
ance for Utah Pover in 1987, or a savings of $ I million (exclu4-
ing coverage for Utah's mining operation).

2) It is anticipate4 that th» need for separate Director and
Officer liability insurance can be phased out over the next fev
years, thereby saving $ 3 million.
tinancial Services

At a minimum, it is estimate4 that the combination of Utah
Pover vith Pacific Pover vill save approximately 01 million
through the elimination of duplicated financial services.
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This compares vith 013 million for proeprty and casualty insur-
ance for Utah Pover in 1987, or a savings of $ I million (exclu4-
ing coverage for Utah's mining operation).

2) It is anticipate4 that th» need for separate Director and
Officer liability insurance can be phased out over the next fev
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At a minimum, it is estimate4 that the combination of Utah
Pover vith Pacific Pover vill save approximately 01 million
through the elimination of duplicated financial services.
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1) PCB: Utah Paver has a program of tasting all electrical
equipment and replacing any contaminated equipment . over $3
million was budgeted for 1987 and $1.7 million has been expend-
•d through June 1987. when coupled with the testing program
(approximately 758 of the equipment has been physically tested),
a significant savings could be accomplished via modifications
to this program.

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

3) other : A complete review of all environmental service of
both 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 other
programs.

Tnsuranc.

Combining the casualty and property insurance coverages for
Utah Power and Pacific Power will result in a significant
reduction 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 its
insurance programs with its insurance brokers . The incremental
cost for property and casualty insurance for Utah ' i electric
operations will be approximately $ 5 million , without signifi-
cantly impacting the level of coverage for Pacific or Utah.

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

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

FinancialSeryicss

At a minimum , it is estimated that the combination of Utah
Power with Pacific Power will save approximately $ 1 million
through the elimination of duplicated financial services.
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These services include: (1) DH&Sand FXRC audit expense; (2)
stockholder''s services; and (3) investor relations.
Povar Plant Maintananoa Savinas

Pover plant maintenance savings af some $ 2 millian per year
result from consolidation of functions, sharing of expertise
and use of capabilities developed by one utility at some
tangible cost, hut transferable and beneficial to the otherutility.
Nota (5) Man@over Ei'ficiancias

As the merger evolves, efficiencies and combination of func-
tions vill occur aver time, alloving for a gradual reduction of
manpover based on normal attrition. The attrition rates are
estimated at 38 for Pacific and 1.74 for Utah Pover (early
retirement aptions in 1983, 1985 and 1987 have impacted attri-
tion for the next fev years) . The specific areas and gab
functions have not been identified--as the merger formally
occurs, teams vill be assigned to examine oppartunities, and
make specif ic recommendations.

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

PP&L1987 Attrition
1987 Saved Pasitions
Ienefits

124
$ 6.0 million

Zn anticipation of the merger, Pacific Paver elected to nat
replace these pasitions. Utah Pover also had material manpover
reductions in 1987 g hovever, it appears they vauld not be
replaced vhether the merger occurs ar not.
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These services include: (1) DH&S and BERG audit expense; (2)
stockholder' s services ; and (3 ) investor relations,

Powe r Pl ant Ma i nte n a nce Savings

Power plant maintenance savings of some $ 2 million per year
result from consolidation of functions, sharing of expertise
and use of capabilities developed by one utility at some
tangible cost , but transferable and beneficial to the other
utility.

Nnt• f S 1 - Manpowex Eff ici encies

As the merger evolves , efficiencies and combination of func-
tions will occur over time , allowing for a gradual reduction of
manpower based on normal attrition . The attrition rates are
estimated at 3% for Pacific and 1 . 7% for Utah Power (early
retirement options in 1983, 1985 and 1987 have impacted attri-
tion for the next few years ). The specific areas and job
functions have not been identified--as the merger formally
occurs , teams will be assigned to examine opportunities, and
make specific recommendations.

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

PP& L 1987 Attr it ion

1987 Saved Positions 124
Benefits 36.0 million

In anticipation of the merger , Pacific Power elected to not
replace these positions . Utah Power also had material manpower
reductions in 1987 ; however , it appears they would not be
replaced whether the merger occurs or not.
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Utah Pover C Light Company
Pacific Pover C Light Company

Forecast Attrition
(ln Millions)

1988 1992

1988 1989 1990 1991 1992

tJtah Paver

poa it ions1~

Accum. Positions

Ienefital~
Pacific 'Paver

42

42

$ 1 ~ 1

127

$ 4 '

44

211

$ 9 '

293

$ 14 '

41

374

$ 19 ~ 5

poaitions3/
Accum. Positions

120 11'7 113

120 237 350

110

460

106

566

1947 Attrition $ 6.0 $ 6.0 $ 6.0

Ienefits4~ '$29 $ 49 $ 150

Total Ienefita $ ~ S14. 9 S21. 0

Total Xncl. 1947 Slo.0 S19.s S3o.3

Based on 1.74 annual attrition rate.

$ 6.0

$ 21. 3

S,27. 3

S41.7

$ 6.0

$ 27 '

S33. 8

S53.3

Includea vagea, labor overheads C reduction in annex office
space reductions.

Based on 3 ~0\ annual attrition rate.

Zncludea sages and employee benefits

Note (6) ~ Paver Iubblv

Pover Supply benefits are described in detail in. Nr. Steinberg'a
testimony and Exhibit 4.2. The benefits ahovn in this line of
the exhibit, hovever, exclude the benefits from reduced genera-
tion and transmission construction included in that testimony.
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Forecast Altrlti2n

Utah Power & Light Company
Pacific Power i Light Company

Forecast Attrition
(In millions)
1988.1992

.$.$ IM 39 9 a 1991 IM

Positionsl/ 42 85 84 82 81

Accum . Positions 42 127 211 293 374

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

Eacific Paver

Positions3 / 120 117 113 110 106

Accum. Positions 120 237 350 460. 566

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 $ La LI.4,j %21. 1,2 1.3 8

Total Incl . 1987 $1960 319 1 5 530 . 3 $41..7 $53.3

1/ Based on 1.74 annual attrition rate.

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

space reductions.

3/

4/

Based on 3.0% annual attrition rate.

Includes wages and employee benefits.

Not. (61 - Power gnply

Power Supply benefits are described in detail in,Mr . Steinberg's

testimony and Bxhibit 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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Theae benefits rather are reflected in the redQced constiQction
line (eoe Nato 2 above).
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These benefits rather are reflected in the reduced construction
line ( see Note 2 above).
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Estimated Power Supply Savings trom Me~ger

(MilliOnS Ot QollarS)

1955 1959 1990 1991 1992

(1) Net SavingS in New Generatidn

and Transmission Capacity

(2) Net power Cost Savings

(3) Total

-1.5

15.7 22,1
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Stipulation
Exhxbxt 3

Expense and Capital Definitions

Major Project

1. Total Proj ect 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 speci fic projects
as major, regardless of dollar value or duration of
the project.
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Expense and Cap ital 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.
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AGREEMENT FOR MITIGATION
OF MAJOR LOOP FLOW

THIS AGREEMENT is executed as of February 12, 1988, by

and between PACIFIC GAS AND ELECTRIC COMPANY (PG&E),

PACIFICORP (Pacific), SOUTHERN CALIFORNIA EDISON COMPANY

(SCE) AND UTAH POWER & LIGHT COMPANY (Utah), corporations

organized and existing under the laws of their respective

states of incorporation.

IN CONSIDERATION of the mutual covenants herein set

forth, the Parties agree as follows:

1. Development of Plan of Action.

In consultation with other scheduling utilities in the

WSCC, the Parties will endeavor to establish a plan of

action designed, to minimize Major Loop Flow on the most

efficient and cost-effective basis and will endeavor to

agree upon cost responsibility for that plan of action as

among members of the WSCC; provided, that no Party shall

have any obligation to support or accept the presently

proposed WSCC administrative proposal. Further, Pacific and

Utah shall have the responsibility to be the leading-

entities in endeavoring to establish such a plan of action
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In consultation with other scheduling utilities in the
WSCC, the Parties will endeavor to establish a plan of
action designed to minimize major Loop Flow on the most
efficient and cost-effective basis and will endeavor to
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and shall coordinate such effort.

If a plan of action and agreement as to cost

responsibility has not been developed that all Parties

concur in by August, 10, 1988, Section 2 shall be

implemented.

2. Phase Shifter Plan of Action.

2.1 Utah and Pacific shall proceed expeditiously

to arrange for the installation of phase shifting

transformers and associated control and electrical equipment

{Phase Shifters) as described below.

2.2 Utah shall order the Phase Shifters as

described below not later than 240 days after February 12,

1988, or if that day is a Saturday, Sunday or holiday, on

the first business day thereafter. Utah shall make a good

faith effort to have the Phase Shifters installed within 24

months followinq the date on which the order is placed.

2.3 Utah and Pacific shall install Phase Shifters

on the Sigurd-Glen Canyon transmission line and the

Pinto-Four Corners transmission line together with such

associated control and electrical equipment as necessary for

and shall coordinate such effort.
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on the Sigurd-Glen Canyon transmission line and the

Pinto-Four Corners transmission line together with such

associated control and electrical equipment as necessary for

0
and shall coordinate such effort.
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their installation and, operation consistent with prudent

utility practice.

2.4 The Phase Shifters to be installed pursuant

to Section 2.3 shall be selected to be compatible with and

comparable in phase shifting range and capability to the

phase shifters which WAPA is installing on the Lost

Canyon-Shiprock 230 kV and the Long Hollow-San Juan 345 kV

transmission lines. Utah's selection of these Phase

Shifters shall be subject to the review and approval of all
Parties. No Party shall unreasonably withhold its approval.

2.5 Utah shall at all times, maintain the Phase

Shifters installed pursuant to Section 2.3 in accordance

with prudent utility practice, including replacing them if
necessary, and so operate them such that the total actual

flow on the Sigurd-Glen Canyon transmission line and the

Pinto-Four Corners transmission line is controlled in both

directions approximately equal to the total scheduled flow

on these lines (to the extent technically practicable),

unless otherwise agreed by all the Parties.

2.6 No Party shall construct transmission

facilities or be a majority participant in the construction

of transmission facilities that substantially underline the

their installation and, operation consistent with prudent

utility practice.
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Shifters installed pursuant to Section 2.3 in accordance

with prudent utility practice , including replacing them if

necessary, and so operate them such that the total actual

flow on the Sigurd-Gl•n Canyon transmission line and the

Pinto-Four corners transmission line is controlled in both

directions approximately equal to the total scheduled flow

on these lines ( to the extent technically practicable),

unless otherwise agreed by all the Parties.

2.6 No Party shall construct transmission

facilities or be a majority participant in the construction

of transmission facilities that substantially undermine the
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effectiveness of the Phase Shifters to meet the control

objectives set forth in Section 2.5. Zf, despite the best

efforts of the Parties, transmission facilities are

constructed which substantially undermine the effectiveness

of the Phase Shifters to meet the control objectives set

forth in Section 2.5, Utah's obligations pursuant to Section

2.5 shall be adjusted in a reasonable manner by the mutual

agreement of the Parties. No Party shall unreasonably

withhold its approval.

2.7 Utah shall be responsible for all design,

construction, operation and maintenance, including

replacements, of the Phase Shifters installed pursuant to

Section 2.3.

2.8 Utah and Pacific shall be responsible for all
costs of design, construction, operation and maintenance,

including replacements, of the Phase Shifters installed

pursuant to Section 2.3.

2.9 PGCE and SCE shall pay Utah and Pacific an

annual fee. Such fee shall be payable beginning December 31

of the first. year of commercial operation of the Phase

Shifters installed pursuant to Section 2.3 and shall be

designed to recover the costs reasonably incurred by Utah
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and Pacific in installing, operating and maintaining the

Phase Shifters pursuant to Section 2 of this Agreement.

This annual fee will recover 304 of the Annual Capital

Carrying Charge Percentage multiplied by the actual cost of
purchasing and installing the Phase Shifters plus 30% of the

annual operating and maintenance expenses incurred by Utah

and Pacific on the Phase Shifters; provided that, for the

purpose of this calculation, the figure for the cost of
purchasing the Phase Shifters shall not exceed $ 20,000,000.

Tf it is mutually agreed among the Parties that one or
more of the Phase Shifters must be replaced in order to meet

the control ob)ectives set forth in Section 2.5, then PGKE

and SCE shall pay 30% of the Annual Capital Carrying Charge

Percentage multiplied by the cost of purchasing and

installing the replacement Phase Shifter(s). The cost, for
the purpose of calculation, of purchasing the replacement

Phase Shifter(s) will be calculated by taking the actual

cost of purchasing a replacement Phase Shifter(s) reduced by

the: (1) salvage value of the damaged Phase Shifter(s), and

(2) any insurance recovery and any recovery from third
parties relating to the Phase Shifter(s) being damaged.
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parties relating to the Phase Shifter (s) being damaged.



For the purpose of this Section, the term "Annual

Carrying Charge percentage" shall consist of the following

components:

Return - based on Utah's then currently authorized

return on FERC rate base.

Xncome taxes —based on any applicable state and

Federal tax rates, reflecting state and Federal

tax depreciation and interest on debt.

Ad valorem taxes.

Depreciation - based on Vtah's then currently

authorized FERC depreciation rates.

Administrative and general expenses, including

insurance premiums, equal to or less than l4

of the original cost of the Phase Shiiters.

Operation and maintenance expenses will reflect actual

expenses.

2.10 The Parties shall )ointly endeavor

to obtain contributions to the cost of implementing this
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• For the purpose of this Section , the term "Annual
Carrying Charge Percentage" shall consist of the following
components:

Return - based on Utah's then currently authorized

return on FERC rate base.

Income taxes - based on any applicable state and

Federal tax rates , reflecting state and Federal

tax depreciation and interest on debt.

Ad valorem taxes.

Depreciation - based on Utah ' s then currently
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of the original cost of the Phase Shifters.

Operation and maintenance expenses will reflect actual
expenses.

2.10 The Parties shall Jointly endeavor

to obtain contributions to the cost of implementing this



Section 2 from others, Xf others contxibute to the cost of

implementing this Section 2, the annual fee to be paid by

PG&Eand.SCE pursuant to Paragraph 2.8 shall be ad)usted in

the following manner:

The annual fee shall be adjusted so
as to credit PG&Eand SCE with 504 of any
and all contributions received from other
parties until the PG&E/SCEcost
responsibility equals 25%. Thereafter,
the annual fee shall be adjusted by
crediting PG&E/SCEwith 25% of any such
contributions at the time they are made.

3. Record Keepina. If Pacific and Utah mexge as

proposed in Federal Energy Regulatory Commi,ssion Docket No.

EC88-02-000, and thereafter decide to combine into one

control area what are presently their three separate control

areas, they shall maintain records of their transfers of

electric power into and from what is now Pacific's western

control area as if it, remained a separate contxol area and

electric power transfers from and into it were scheduled as

they presently are. The merged company shall provide these

records to PC&Kand SCE upon request.

4. No Dedication.

4.1 Any undertaking by one Party to the other

Party under any provision of this Agxeement is rendered
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Section 2 from others . If others contribute to the cost of

implementing this Section 2, the annual fee to be paid by

PG&E and . SCE pursuant to Paragraph 2.8 shall be adjusted in

the following manner:

The annual fee shall be adjusted so
as to credit PG&E and SCE with 50% of any
and all contributions received from other
parties until the PG&E/SCE cost
responsibility equals 25%. Thereafter,
the annual fee shall be adjusted by
crediting PG&E/SCE with 25% of any such
contributions at the time they are made.

3. Record Keepincr. If Pacific and Utah merge as

proposed in Federal Energy Regulatory Commission Docket No.

EC88-02-000, and thereafter decide to combine into one

control area what are presently their three separate control

areas , they shall maintain records of their transfers of

electric power into and from what is now Pacific's western

control area as if it remained a separate control area and

electric power transfers from and into it were scheduled as

they presently are. The merged company shall provide these

records to PG&E and SCE upon request.

4. No Dew„ .

4.1 Any undertaking by one Party to the other

Party under any provision of this Agreement is rendered



strictly as an accommodation and shall not constitute the

dedication of the electxic system or any portion thereof by

the undertaking Party to the public or to the other Party or

any third party, and it is understood and agreed that any

such undertaking under any provisions of or resulting from

this Agreement by a Party shall cease upon the termination

of such Party's obligations under this Agreement.

4.2 The signatories by entering into this

Agreement. do not hold themselves out to enter into like or

similar undertakings for any other person or entity.

5. Riahts of Third Parties. Hothing in this Agreement

shall be construed to create any duty to, any standard of

care with xeference to, or any liability to any third party.

6. Uncontrollable Forces. No Party shall be

considered to be in default in the performance of any

obligation under this Agreement when a failure of

performance shall be the xesult of uncontrollable force. The

term "uncontrollable force" shall mean any cause or causes

beyond the control of the Party unable to perform such

obligation, including, but not limited to, failure of or

threat of failure of facilities, flood, earthquake, stoxm,

drought, fire, pestilence, lightning and other natural
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any third party, and it is understood and agreed that any

such undertaking under any provisions of or resulting from

this Agreement by a Party shall cease upon the termination

of such Party's obligations under this Agreement.
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0 strictly as an accommodation and shall not constitute the

dedication of the electric system or any portion thereof by
the undertaking Party to the public or to the other Party or
any third party, and it is understood and agreed that any

such undertaking under any provisions of or resulting from
this Agreement by a Party shall cease upon the termination

of such Party's obligations under this Agreement.

4.2 The signatories by entering into this

Agreement do not hold themselves out to enter into like or
similar undertakings for any other person or entity.

• Rights of Thi rd j!artips . Nothing in this Agreement
shall be construed to create any duty to, any standard of
care with reference to, or any liability to any third party.

6. No Party shall be

considered to be in default in the performance of any

obligation under this Agreement when a failure of

performance shall be the result of uncontrollable force. The
term "uncontrollable force " shall mean any cause or causes

beyond the control of the Party unable to perform such

obligation, including, but not limited to, failure of or

threat of failure of facilities, flood , earthquake , storm,

drought, fire, pestilence , lightning and other natural



catastrophes, epidemic, war, riot, civil disturbance or

disobedience, sabotage, strike, lockout, labor disturbance,

labor or material shortage, government, priorities and

restraint by court order or public authority or regulatory

authority, any of which by exercise of due diligence such

Party could not reasonably have been expected to avoid and

which by exercise of due diligence it has been unable to

overcome.

7. Control and Ownershin of Facilities. Phase

Shifters installed pursuant to Section 2.3 shall at all
times be and remain in the exclusive ownership, possession

and control of Utah, and nothing in this Agreement shall be

construed to give any other Party any right or liability of

ownership, possession or control of that system except as

provided in Section 2 of this Agreement.

8. Assionment.

S.l No transfer or assignment of all or any part

of this Agreement or any rights, benefits or duties under it
by any Party shall be effective without the prior written

consent of the other Parties; erovided, that this Section

shall not apply to interests which arise by reason of any

deeds of trust, mortgages, indentures or security agreements

catastrophes, epidemic, war, riot, civil disturbance or

disobedience, sabotage, strike, lockout, labor disturbance,

labor or material shortage, government, priorities and
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construed to give any other Party any right or liability of
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S.l No transfer or assignment of all or any part

of this Agreement or any rights, benefits or duties under it
by any Party shall be effective without the prior written

consent of the other Parties; erovided, that this Section
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catastrophes, epidemic , war, riot, civil disturbance or
disobedience , sabotage , strike, lockout, labor disturbance,
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restraint by court order or public authority or regulatory
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Party could not reasonably have been expected to avoid and
which by exercise of due diligence it has been unable to
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7. O e s o f F c t' es. Phase
Shifters installed pursuant to Section 2.3 shall at all
times be and remain in the exclusive ownership , Possession
and control of Utah , and nothing in this Agreement shall be
construed to give any other Party any right or liability of
ownership, possession or control of that system except as
provided in Section 2 of this Agreement.

e . Ase i *^en

8.1 No transfer or assignment of all or any part
of this Agreement or any rights , benefits or duties under it
by any Party shall be effective without the prior written
consent of the other Parties ; Prooyid that this section
shall not apply to interests which arise by reason of any
deeds of trust, mortgages , indentures or security agreements



heretofore granted or executed by a party) provided further,

that this Section shall not apply to the proposed merger of

Pacific and Utah into a successor corporation, as pxoposed

in FERC Docket No. EC88-02-000.

8.2 Any successor to or transferee or assignee of

the rights or obligations of any Party, whether by voluntary

transfer, judicial sale, foreclosure sale, or otherwise,

shall be subject to all terms and conditions of this

Agreement to the same extent as though such successor,

transferee or assignee were an original Party.

8.3 The transferor or assignoz'f all or any paxt

of this Agzeement or any right or benefit under it shall

continue to be obligated by the terms and conditions of this

Agzeement in the event its successor, transferee or assignee

fails to perform as required by this Agreement.

9. Audit Riahts. Any Party shall have the right. to

xeview supporting documents upon which Utah and Pacific base

any charges to POSE and SCE for a period up to two years

aitez receipt of a bill for such charges.
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heretofore granted or executed by a party ; rovided
that this Section shall not apply to the proposed merger of
Pacific and Utah into a successor corporation , as proposed
in FERC Docket No. EC88-02-000.

8.2 Any successor to or transferee or assignee of
the rights or obligations of any Party, whether by voluntary
transfer , judicial sale , foreclosure sale , or otherwise,

shall be subject to all terms and conditions of this
Agreement to the same extent as though Such successor,
transferee or assignee were an original Party.

8.3 The transferor or assignor of all or any part
of this Agreement or any right or benefit under it shall
continue to be obligated by the terms and conditions of this
Agreement in the event its successor , transferee or assignee
fails to perform as required by this Agreement.

9. Any Party shall have the right to
review supporting documents upon which Utah and Pacific base
any charges to PG&E and SCE for a period up to two years
after receipt of a bill for such charges.



10. Term and Termination.

10.1 Effective Date. This agreement shall become

effective when it is signed by all Parties. Services to be

performed under this Agreement, which are subject to the

jurisdiction of the FERC, however, shall only become

effective when this Agreement is permitted to become

effective as to such services by FERC; arovided, that this
Agreement is expressly conditioned upon FERC's acceptance of
all provisions hereof, without change or condition, and

shall not become effective as to such services unless so

accepted, unless otherwise agreed by the Parties; arovided

further, that if upon filing FERC enters into a hearing to
determine whether this. Agreement is just and reasonable as

to such services, this Agreement shall not become effective
until the date when an order, no longer subject to judicial
review, is issued by FERC determining this Agreement to be

just and reasonable without changes or new conditions

'nacceptable to any Party. All Parties shall support filing
of this Agreement at the FERC.

10.2 Termination. This Agreement shall terminate

on February 12, 2020.
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on February 12, 2020.



ll. Unilateral Rate Chances. Nothing contained herein

shall be construed as affecting in any way the right of the

Party furnishing service under this rate schedule to
unilaterally make application to the Federal Energy Regulatory
Commission for a change in rates under Section 205 of the

Federal Power Act and pursuant to the Commission's Rules and

Regulations promulgated thereunder.

l2. Execution Bv Counteroart. This Agreement may be

executed by counterparts, and upon execution by all Parties
each executed counterpart shall have the same force and

effect as an original instrument and as if all Parties had,

signed the same instrument. Any signature page of this
Agreement may be detached from any counterpart of'his
Agreement without impairing the legal effect of any

signatures thereon, and may be attached to another

counterpart of this Agreement identical in form hereto but

having attached to it one or more signature page.
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IN WITNESS WHEREOF, the Parties have caused this

Agreement to be executed as of February 12, 1988

Pacific Gas and Electric Company

By o

PacifiCorp, doing business as
Pacific Power & Light Company

By:
Vice President

Southern California Edison Company

By
Senior Vice President,

Utah Power & Light Company

BY:
Senior Vice President.

IN WITNESS WHEREOF, the Parties have caused this

Agreement to be executed as of February 12, 1988

Pacific Gas and Electric Company

By o

PacifiCorp, doing business as
Pacific Power & Light Company

By:
Vice President

Southern California Edison Company

By
Senior Vice President,

Utah Power & Light Company

BY:
Senior Vice President.

IN WITNESS WHEREOF , the Parties have caused this

Agreement to be executed as of February 12, 1988

,w

Pacific Gas and Electric Company

By:

PacifiCorp, doing business as
Pacific Power & Light Company

By:
Vice President

Southern California Edison Company

By
Senior Vice President

Utah Power & Light Company

By:
Senior Vice President



IN WITNESS WHEREOF, the Parties have caused this

Agreement to be executed as of February 12, 1988

Pacific Gas and Electric Company

By:
Senior Vice President

PacifiCorp, doing business as
Pacific Power & Light Company

By.-
'VicC Prc+MNnt

Southern California Edison Company

Senior Vice President

Utah Power ! Light Company

SP
-e President
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By:
Senior Vice President

PacifiCorp, doing business as
Pacific Power & Light Company

Southern California Edison Company

By
Senior Vice President

Utah Power & Light Company

T" s President



IN WITNESS WHEREOF, the Parties have caused this

Agreement to be executed as of February l2, 1988

Pacific Gas and Electric Company

By r

Senior Vice President

PacifiCorp, doing business as
Pacific Power & Light Company

By:
Vice President

Southern California Edison Company

Sy
Senior Vice ent

Utah Power & Light Company

By:
Senior Vice President
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ATTACHMENT A

Definitions

The following terms, when used in this Agreement with

the initial letters capitalized, whether in the singular or

the plural, shall have the following meanings:

A.l Aareement: The Agreement to vhich this

Attachment A, Definitions, is appended.

A.2 Contract Path: A transmission path for the

transfer of electric energy which consists of transmission

lines over vhich the transmitting party has the right to

transmit energy, vhether by ownership or by contract with

the owners.

A.3 FERC: The Federal Energy Regulatory

Commission or its regulatory successor, as appropriate.

A.4 Loom Flow: The difference between scheduled

and actual flow oi electric energy over a Contract Path.

A.5 Maior Loom FZov: Loop Flow vhich occurs in

the NSCC interconnected transmission system which results

from the net of all electric energy scheduled over various
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ATTAC NT A

Definitions

The following terms , when used in this Agreement with
the initial letters capitalized , whether in the singular or
the plural, shall have the following meanings:

A.1 Are, ent : The Agreement to which this
Attachment A, Definitions, is appended.

A-2 C2Gtra9t P h : A transmission path for the
transfer of electric energy which consists of transmission
lines over which the transmitting party has the right to
transmit energy , whether by ownership or by contract with
the owners.

A.3 FERC : The Federal Energy Regulatory
Commission or its regulatory successor , as appropriate.

A.4 : The difference between scheduled
and actual flow of electric energy over a Contract Path.

A.5 Loop Flow which occurs in
the WSCC interconnected transmission system which results
from the not of all electric energy scheduled over various



Contract Paths by all NSCC entities but which in fact flows

over transmission lines other than the Contract, Paths. For

the purposes of this Agreement, Major Loop Flow is to be

measured on the Malin-Round Mountain 500 kV transmission

lines and any other parallel lines that may be constructed.

A.6 PG&E: Pacific Gas and Electric Company.

A.7 Pacific: Pacific Power & Light Company, an

assumed business name of Pacificorp.

A.8 Parties: The signatories of this Agreement.

A.9 ~: Southern California Edison Company

A.10 Utah: Utah Power & Light Company.

A. 11 WAPA: The Western Area Power

Administration, a federal power marketing agency.

A.12 WSCC: Western Systems Coordinating Council.
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A.12 WSCC: Western Systems Coordinating Council.

0
Contract Paths by all WSCC entities but which in fact flows

over transmission lines other than the Contract Paths. For

the purposes of this Agreement, Major Loop Flow is to be

measured on the Malin-Round Mountain 500 kV transmission

lines and any other parallel lines that may be constructed.

A.6 PG&E : Pacific Gas and Electric Company.

A.7 Pacific : Pacific Power & Light Company, an

assumed business name of Pacificorp.

A.8 Parties : The signatories of this Agreement.

A.9 ,SCE: Southern California Edison Company

A.10 Utah : Utah Power & Light Company.

A.11 H&PA : The Western Area Power

Administration, a federal power marketing agency.

A.12 WSCC :. Western Systems Coordinating Council.



MEMORANDUM AGREEMENT

Utah Power 6 Light Company, having entered into an Agreement

for Mitigation of Major Loop Flow wherein Pacific Gas a Electric,
PacifiCorp, Southern California Edison Company and Utah Power

Light Company, respectively, the parties, and

Whereas, Utah Power a Light Company and PacifiCorp have

jointly undertaken cextain duties and obligations under said

Major Loop Flow Agreement,

NOW, THEREFORE, the parties having bargained one with the

other, agree as between them that their joint obligation under

said Agreement for Mitigation of Major Loop Flow will be shared

60 0 by PacifiCorp and 40% by Utah Power & Light Company.

UTAH POWER 6 LZGHT COMPANY

F. N. DAVZS

PACZFZCORP

~ODN~%~3~7ER
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MEMORANDUM AGREEMENT

Utah Power & Light Company, having entered into an Agreement

for Mitigation of Major Loop Flow wherein Pacific Gas & Electric,

PacifiCorp, Southern California Edison Company and Utah Power &

Light Company, respectively, the parties, and

Whereas, Utah Power & Light Company and PacifiCorp have

jointly undertaken certain duties and obligations under said

Major Loop Flow Agreement,

NOW, THEREFORE , the parties having bargained one with the

other, agree as between them that their joint obligation under

said Agreement for Mitigation of Major Loop Flow will be shared

60 % by PacifiCorp and 40 % by Utah Power & Light Company.

UTAH POWER & LIGHT COMPANY

F. N. DAVIS

PACIFICORP



Appendix B

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 metger 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.

2. As of the effective date of the merger, the UPdcL 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.

3. Firm wholesale rates for the UPdcL Division shall be reduced 296,

effective 60 days af ter the effective date of the merger, and shall remain in effect

until apprOved allOcatiOn prOCedureS are applied to the wholesale FAC.

4. An allocated cost of service study equivalent to Statement BK (18 C.F.R.

S 35.13(h)(36)) shall be i'iled for the wholesale rates of the UPHILL Division within nine

months of the effective date of the merger. Such an allocated cost of service study

shall be filed annually thereaf ter upon the request of the Commission. If such a study

demonstrates a rate decrease is justified, such a decrease will be filed.
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APPLICANTS' PROPOSED 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 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.

2. As of the effective date of the merger , the 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.

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.

4. An allocated cost of service study equivalent to Statement BK (18 C.F.R.

S 35.13(h)(36)) shall be filed for the wholesale rates of the UP&L Division within nine

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.



5. Rates for firm transmission services provided by UPkL just prior to the

effective date of the Merger of UPdcL and PacifiCorp shall not be increased over levels

established in FERC Docket ER84-571 for a period of ten years af ter 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 af ter 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.

6. Within the first year fooowing the Merger, the Merged Company shall file

with the FERC a cost-of~rvice study for the UPdcL Division that shows, inter alia, the

costs of providing service, including a transmission loss factor, under its contracts for

1'irm wheeling service. If the costwf-service study shows a decrease from the

cost-of~rvice study supporting the then-effective wheeling rates for such contracts,

the Merged Company shaU file for a rate decrease to reflect such lower costs. The

same procedures shall be i'ollowed with respect to any later costwf-service studies the

Merged Company files with the FERC within five years of the ef fective date of the

Merger.

7. In any costmf~rvice study applicable to wheeling service by the UPRL

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 UPdrL in Docket No. ER84-571.
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same procedures shall be i'ollowed with respect to any later costwf-service studies the
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Merger.

7. In any costmf~rvice study applicable to wheeling service by the UPRL

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 UPdrL in Docket No. ER84-571.
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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.

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

cast-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.

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.



Exhibit 1

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 4 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:

l. "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

~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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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 wheeled 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 C~perative, Utah Associated Municipal Power Systems, Inc. and its

present members, and the present members of the Utah Municipal Power Association.

11. "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 for 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 course unless the amount of power to be wheeled exceeds the

engineering limitations of the Company's system.
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The rate for Firm Wheeling service provided pursuant to this Paragraph III will

be designed to recover an allocated portion of either system embedded cost or an

auocated portion 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 sufi'icient lead time is provided and a

contract term is agreed upon that is adequate to economically support the facilities

required.

IV. FIRM WHEELING SERVICE INTO, OUT OF, 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 faciuties 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 laws 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 contr ol area of another

Utility, whether that other Utility will cooperate in providing the service;

10. Whether the Utility 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 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,

Oppor tunity Costs 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.

5. Whether the intentions of the Utility requesting service are lawful (for

example would there be a violation of laws related to a certificated area);
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Utility, whether that other Utility will cooperate in providing the service;
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opportunities available to it through other transmission paths; and

12. Current laws and regulations as they apply to the Company and its

competitors.
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Utility requesting the service, exercised at the time of entering into a contract,

Oppor tunity Costs will be based upon either projected or experienced operating

conditions and wholesale marketing opportunities. If the Utility requesting wheeling
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to refund.
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file a proposed rate including an Opportunity Cost component with the FERC , subject
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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

ser vices, the Company may require the payment of a use of facilities char ge or

contribution in aid of construction to recover costs associated with the installation of

such facili ties.

VI. ANCILLARYSERVICES

To the extent a request i'or Firm Wheeling service requir es 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 file a proposed charge 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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attempt to negotiate an appropriate charge for such ancillary services with the
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VIII. PARTICIPATIONBY OTHER UTILITIES IN
TRANSMISSION CONSTRUCTION

l. With respect to the construction of transmission facilities of voltage

levels of 345 kV or higher and subject to applicable state regulatory approval, the

Company will afford other Utilities the opportunity to participate in the project,

orovided that: (a) the potential participants have a legitimate interest or service-

related purpose in such participation, (b) the joint par ticipation 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, orovided 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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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, orovided 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 will

submit to the jurisdiction of the FERC to consider any such complaint and provide for

an appropriate remedy, but not to 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 will be subject, where

required, to review by the FERC as an uncontested offer of settlement. This Paragraph

IX shall not apply to paragraph VIII 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 VIII.

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 Wester'n 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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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

The existing UPdcL service area in the State of Utah;

The existing UPRL service area in the State of Idaho;

The existing UPRL service area in the State of Wyoming;

The existing PP4L service area in Southern Oregon and Northern

California;

The existing PPhL Coos Bay, Oregon service area;

The existing PPdcL Lincoln City, Oregon service area;

The existing PPRL Willamette Valley, Oregon service area;

The existing PPdr L Central Oregon service area;

The existing PPRL Hood River, Oregon service area;

The existing PPRL Portland, Oregon service area;

The existing PPhL Clatsop, Oregon service area;

The existing PPRL Enterprise, Oregon service area;

The existing PPRL Pendleton, Oregon service area;

The existing PPRL Walla Walla, Washington service area;

The existing PPRL Yakima, Washington service area;

The existing PPRL Sandpoint, Idaho service area;

The existing PPRL Libby, Montana service area;

The existing PP4L Kalispen, Montana service area;

The existing PPRL service area in the State of Wyoming;
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California;

The existing PPhL Coos Bay, Oregon service area;

The existing PPdcL Lincoln City, Oregon service area;

The existing PPRL Willamette Valley, Oregon service area;

The existing PPdr L Central Oregon service area;

The existing PPRL Hood River, Oregon service area;

The existing PPRL Portland, Oregon service area;

The existing PPhL Clatsop, Oregon service area;

The existing PPRL Enterprise, Oregon service area;

The existing PPRL Pendleton, Oregon service area;

The existing PPRL Walla Walla, Washington service area;

The existing PPRL Yakima, Washington service area;

The existing PPRL Sandpoint, Idaho service area;

The existing PPRL Libby, Montana service area;

The existing PP4L Kalispen, Montana service area;

The existing PPRL service area in the State of Wyoming;
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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;

11. 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;



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon each

person designated on the official service list compiled by the Secretary in this

proceeding.

Dated at Washington, D.C., this 19th day of April, 1988.

Arnold H. Quint
Hunton R Williams
P.O, Box 19230
Washington, D.C. 20036
(202) 955-1500
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person designated on the official service list compiled by the Secretary in this
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Dated at Washington, D.C., this 19th day of April, 1988.

Arnold H. Quint
Hunton R Williams
P.O, Box 19230
Washington, D.C. 20036
(202) 955-1500
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon each

person designated on the official service list compiled by the Secretary in this

proceeding.

Dated at Washington , D.C., this 19th day of April, 1988.

/-/' 'Z^
Arnold H. Quint
Hunton & Williams
P.O. Box 19230
Washington , D.C. 20036
(202) 955-1500
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OF PACIFICORP, UTAH PO1NKR 4 LIGHT )
COMPANY, AND PC/UP4L MERGING CORP. )
(TQ BE REN i I PACIFICORP) FOR AN )
ORDER A ~RIZING THE MERGER OF )
PACLFICORP AND UTAH I CNIKR 4 )
LIGHT COMPANY INTO PC/UPAL )
MERGING CORP ANDA ~RIZING THE )
5$ UANCE OF SECU i ~, P- )
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CONNECTION THE '

)

CASE NO. U-II% 1

U-158-144
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ORDER NO. 21867

PacifiCocp, dbe Pacific Power 4 Light Company, is a Maine C~i Iacion.

Among its activities. PacifiCorp oonducts an electric utility business in six scaces,

including the Sacdpoinc area in idaho. Utah Power 4 Light Company is a Utah

corporation. It ~.—aces an electric utility business in three states, including substantial

portions of southeastern Idaho.

In August of 1987, these utilities ed their intention to merge. On

September 17, l9$ 7, they and PC/UPkL Merging Carp, (an Oreion ~.~ation to be

renamed PacifiCarp) applied to this Commission for authority to merge che two exiting

utilities into the third ~—~ation. which would then take over all of their electric uciltcy

operations. By this Order, we a~~~ethe merger subject to reasonable conditions.

I. THE APPLICANTS FOR MERGER

4- P 0+e Power. PacifiCorp is a Maine —~ation engaged in a number of

businesses: mining, telecommunication, leasing af capital and business equipmenc, lending

against receivables «nd inventories, and providing equity investments in leveraged lease

transactions. PacifiCorp's largesc line of business, however, and one relevant co this
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In August of 1987, these utilities ed their intention to merge. On

September 17, l9$ 7, they and PC/UPkL Merging Carp, (an Oreion ~.~ation to be

renamed PacifiCarp) applied to this Commission for authority to merge che two exiting

utilities into the third ~—~ation. which would then take over all of their electric uciltcy
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I. THE APPLICANTS FOR MERGER

4- P 0+e Power. PacifiCorp is a Maine —~ation engaged in a number of

businesses: mining, telecommunication, leasing af capital and business equipmenc, lending
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BEFORE TIE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE APPLICATION
OF PACIF'ICORP, UTAH POWER A LIGHT ) CASE NO. U-1152-1
COMPANY , AND PC/UP&L MERGING CORP. U-1009-134
(TO BE RENAMIED PACIFICOR.P) FOR AN ) U-1046-161
ORDER AUTHORIZING THE MERGER OF )
PACTICORP AND UTAH POWER & ) ORDER NO. 21867
LIGHT COMPANY INTO PC/UPAL
MERGING CO" 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 THEREWITH. )

PaciflCorp, dba Pacific Power & Light Company, is a Maine Corporation.

Among its activities. PacifiCorp 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 1937, these utilities announced their intention to merge. On

September 17, 1987, they and PC/UPAL 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 than take over all of their electric utility

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

1. THE APPLICANTS FOR MERGER

A. Pacific Power. 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
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application, ls its electric utility operation pursued under the business name of Pacific

Power 4 Light Company (paciAc, Pacific Power, or PPAL),

In 1986, PaciAc Power had revenues of $ 1.072 billion on sales of 24.8 billion

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

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

Its total assets exceeded 43 bOIion.

Total Idaho revenues were 510.1 million on sales of 1$ 9 million kwh, Idaho had

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

and 35 miscella

PP4L provides retail electric service in parts of Oregon, Wyoming, Washington,

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

plants and 30% from hydroelectric 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

PaciAc Northwest hydroelectric facilities and substantial coal-Ared generation. In 1986

its total r ~ e capab0ity of 5,859 megawatts (mw) included 3,073 mw from its

coal-Ared resources. 1,027 m» of BPA peaking capability, 868 mw of its own system hydro

resources, 5$ 3 mw of purcl ~~hydro - es, and 30$ mw of other -- ~ ces. In 1986,

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

from Arm pur -, 14.5% from its hydro resources, and 11.0'/e 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 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 S,859 megawatts (mw) included 3,073 mw from its

coal-fired resources. 1,027 mw of SPA 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 year, staying in a 3,000-3,250 range from May through

September.
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PaciAc'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

writ~ffs 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, «here it may be distributed to its loads in the coastal states. In addition,

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

use in»holesale trateactions.

8. Utah Boxer. Utah Po»er 4 Light (Utah Po»er or UPkL) provides retail

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

service or coal mining for its thermal plants are minimaL

Utah Po»er had total revenues of $985 million in 19$ 6 on sales of 17.7 billion

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

customers. I5,000 commercial customers, $ ,000 industrial customers. and nelly 2,000

miscel~'ustomers. In 1986, its total assets also exceeded Q bi1Hon.

In Idaho, Utah Po»er had total revenues of 481.$ million on sales of 1,7 billion

kwh. It had 34,795 r- ~ tial customers, 4,622 commercial, 1,855 industrial and 78

miscellaneous customers.

UPAL's total capacity in 1986 was 2,946 m», The bulk of that capacity was

coal-fired. 118 m» were system hy4e, 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
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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.

D. Utah 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 customers, 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 .8 million on sales of 1.7 billion

kwh. It had 34,795 residential customers, 4,622 commercial , 1,855 Industrial and 78

miscellaneous customers.

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
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from ics coal-fired plants, 5.2% from ita hydro facilities, 0.2% from firm purchases, and

22.S'k from other reacacrcea,

Utah Power's system peaks in sumpter. In i986, ics June, July and August

monthly peaks were in the range of 2,4Q0-2,6QQ mw. Ics monthly peaks fell to the

2,000-2,100 mw range in March and October, rising gradually in che wincer monchs co

2,200-2,400 mw.

Utah Power'a rates reflect its coal-fired system. They are the higheac races of

any major electric utility this Commission regulatea. Utah Power, however, haa no

investment in nuclear plant.

Utah Power'a principal transmission system is north-south. It is the bottleneck

linking utilities in the PacNc Northweac, wich their hydro base on che Columbia&nake

River system, and utilitiea in the Inland Sauthweat of Arisona end New Mex}co.

C. The M—e- C-=:~. The merged COmpaCCy (Merging C~~Wtion or

PacifiCorp Oregon) will benefit from the diversity of Pacific Power's and Utah Power's

loads. The aum of the two systems'oncoincident peaks for l986 waa apprcudmacely

6.400 mw; the m~—i~system'a ccHncMent peak never exceeded 6,000 mw. The difference

between the two, 436 mw, 'a e reduced need for capacity for the two systems

when their dispatch is integrated and their transmission systems furtive intertied to allow

larger ecchanie between the two.

Furthercnore, the combination of the two companies'ransmission systems is

advantageous, giving the m~a- company — from the Pacific Northwest to

California, fronl idaho and Wyocaing to the I~li~$outhweat, and from Wyoming co che

Northern Plains states. This transmission system ia well situated for purchases, sales and

exchanges with other utilities.
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from its coal-fired plants , 5.2% from its hydro facilities , 0.2% from firm purchases, and

22.5% from other resources.

Utah Power ' s system peaks In summer . In 1986 , its June, July and August

monthly peaks were in the range of 2,400-2, 600 mw. 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 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 base on the Columbia-Snake

River system, and utilities In the Inland Southwest of Arizona and New Mexico.

C. TU Mfarg Compsryr. The merged company (Merging Corporation or

PacifiCorp Oregon) will benefit from the diversity of Pacific Power ' s and Utah Power's

loads. The sum of the two systems' noncoincident 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 new 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

The AGREEMENT AND PLAN QF REORGANIZATION AND MERGER was

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

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

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

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

operations to continue under the assutned business names of'acific Power 4 Light for

PPRL's current operations and Utah Po~er 4 Light for UPkL's current operations.

In particular, the outstlxling shares of capital stock of PacifiCorp and UPkL

will be converted into shares of capital stock of Merging Corp. in a - ction intended to

qualify as a tax-free rexganization under Internal Revenue Code $ 368(a)(IXA). Each

ex@ting share of PaciflCorp common stock «ill 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 «aivetL The four possibilities far converting Utah power stock into

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

in the ten-day computation p

(a) lf X exceeds 441.804, each Utah Power share shall be converted
into Qg/X Merging Corp. sltares.

(b) If X exceeds QS.47S, but is equal to or less than 441.$ 04, each
Utah Power share will be converted into .909 Merging Corp. shares.

(c) If X is more than Q3.70, but is equal to or less than $3S.47S,
each Utah Power share shall be converted into $32.2S/X Merging
Corp. shares.
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Corp. shares.
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EL THE MERGER AGREE ENT

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 PacifiCorp

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

corporation . Merging Corp. would then be renamed PacifiCorp , 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 reorganization under Internal Revenue Code 5368(aXIXA). Each

existing share of PacifiCorp 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 upon the closing price X of PacifiCorp Maine determined

in the ten-day computation period:

(a) If X exceeds $41.804 , each Utah Power share shall be converted
into $38/X Merging Corp. shares.

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

(c) If X Is more than $33.70 , but is equal to or less than $35.475,
each Utah Power share shall be converted into $32 . 25/X Merging
Corp. shares.
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(d) If X is less than $33.70, each Utah Power share will be converted
into .957 Met ging Corp. shares.

No fractional shares of common stock will be issued.

Both companies'referred stock will be converted into Merging Corp. preferred

stock bearing the existing dividend rate, except for shares owned by shareholders who have

properly perfected their dissenters'ights.

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 UPdtL

division substantially similar in structure and authority as PacifiCorp has structured a

s ~bb ~dof directors for its PPAI. divtsion. Every member of Utah Power's current board

of directors ~ ting to do so will become a part of the UPkl. division's s~ ~~rd
Among the conditions af consummatian of the merger are shareholder appraval,

regulatary alai, and opinions at - 1, outside auditors and securities experts.

Furthermore, if PacifiCorp's closing price is equal to or less than 433.70, Utah Power may

~ither terminate the agreement ar request that its terms be renegotiated.

IIL THE APPLICATION

The Applicants requested permission and authority to do the following:

l. The m er of PacNCorp Maine and Utah Power with and into
PaclfiCorp . e—.,with PacNCorp Oregon to be the surviving~~ation, in ac~ -nce with an Agreement and Plan of
R ~ ~ izatim «nd Merger among PacNCarp Maine, Utah Power
and the Merging Corp., dated August 12, 19'Merger Agreement),
attached as Exhibit L, pursuant ta Section 61-32$ , Idaho Code;

2. The issuance by PacifICorp Oregon of shares of its comman and
preferred stocks upon conversion of the outstanding shares of
common and prefab

—"~stocks of PacNCorp Maine and Utah Pawer
in accordance with the terms of the Merger Agreement, p t to
Section 61 901, fdaho i'~;
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(d) If X is less than $33.70, each Utah Power share will be converted
into .957 Met ging Corp. shares.

No fractional shares of common stock will be issued.

Both companies'referred stock will be converted into Merging Corp. preferred

stock bearing the existing dividend rate, except for shares owned by shareholders who have

properly perfected their dissenters'ights.

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 UPdtL

division substantially similar in structure and authority as PacifiCorp has structured a

s ~bb ~dof directors for its PPAI. divtsion. Every member of Utah Power's current board

of directors ~ ting to do so will become a part of the UPkl. division's s~ ~~rd
Among the conditions af consummatian of the merger are shareholder appraval,

regulatary alai, and opinions at - 1, outside auditors and securities experts.

Furthermore, if PacifiCorp's closing price is equal to or less than 433.70, Utah Power may

~ither terminate the agreement ar request that its terms be renegotiated.

IIL THE APPLICATION

The Applicants requested permission and authority to do the following:

l. The m er of PacNCorp Maine and Utah Power with and into
PaclfiCorp . e—.,with PacNCorp Oregon to be the surviving~~ation, in ac~ -nce with an Agreement and Plan of
R ~ ~ izatim «nd Merger among PacNCarp Maine, Utah Power
and the Merging Corp., dated August 12, 19'Merger Agreement),
attached as Exhibit L, pursuant ta Section 61-32$ , Idaho Code;

2. The issuance by PacifICorp Oregon of shares of its comman and
preferred stocks upon conversion of the outstanding shares of
common and prefab

—"~stocks of PacNCorp Maine and Utah Pawer
in accordance with the terms of the Merger Agreement, p t to
Section 61 901, fdaho i'~;
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(d) If X is less than $33.70 , each Utah Power share will be converted
into .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

properly 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 PaciftCorp 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 counsel , outside auditors and securities experts.

Furthermore, If PacifiCorp 's closing price is equal to or less than $33.70. Utah Power may

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

Ill. THE APPLICATION

The Applicants requested permission and authority to do the following:

1. The merger of PaciflCorp Maine and Utah Power with and into
PaciftCorp Oregon, with PacifiCorp Oregon to be the surviving
corporation, in accordance with an Agreement and Plan of
Reorganization and Merger among PaciflCcxp Maine, Utah Power
and the Merging Corp., dated August 12, 1957 (Merger Agreement),
attached as Exhibit L, pursuant to Section 61-328 , Idaho Code;

2. The Issuance by PaciflCorp Oregon of shares of its common and
preferred stocks upon conversion of the outstanding shares of
common and preferred stocks of PaciflCorp Maine and Utah Power
in accordance with the terms of the Merger Agreement , pursuant to
Section 61.901, Idaho Code;
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3. The assumption by FacifiCorp Oregon of all outstanding debt
obligations of PacifiCorp Maine and Utah Power and the
continuation or creacion of liens in ~ tion therewich, pursuant to
Section 61-901, Idaho Code.

The adoption by PacifiCorp Oregon of all tariff schedules and
service contracts of PacifiCorp Maine and Utah Power on file with
the Commission and in effect ac the time of the merger for service
within all territories served prior to the merger by PacifiCorp Maine
and Utah Power, respectively, pursuant co Section 61-305, idaho
Code.

5. The transfer co PacifiC~ Oregon of all certificates of public
convenience and necessity of PacifiCorp Maine and Utah Power,
pursuant to Sections 61-S27 and 61-528, Idaho Code; and

6. The transfer to PacifiCorp Oregon of all Commission
authorizations and a~ovals for the issuance of securities by
PacifiCorp elaine which had not been fully utilized, pursuant to
Section 61-901, Idaho Code.

N. THK APPLICANTS'ISC '
& N OF OPERATIONS

FOR THK MERGED COMP

if the merger is a~~&ed,PacitiCarp Oregon will operace two electrical

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

Light. Each divtsion will have i te s~~~Mof directors, similar to the PacifiCorp

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

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

Power and Utah Power will sit on both
divisions'lthough

the divisions will maintain their separate retail identities, the merged

company «ill plan the divisions'ower 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

intercies and consolidate dispatching. The applicants also anticipate that the

divisions will be able to reduce inventories maintained for power supply puqeses.
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3. The assumption by FacifiCorp Oregon of all outstanding debt
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continuation or creacion of liens in ~ tion therewich, pursuant to
Section 61-901, Idaho Code.

The adoption by PacifiCorp Oregon of all tariff schedules and
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Code.

5. The transfer co PacifiC~ Oregon of all certificates of public
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pursuant to Sections 61-S27 and 61-528, Idaho Code; and

6. The transfer to PacifiCorp Oregon of all Commission
authorizations and a~ovals for the issuance of securities by
PacifiCorp elaine which had not been fully utilized, pursuant to
Section 61-901, Idaho Code.

N. THK APPLICANTS'ISC '
& N OF OPERATIONS

FOR THK MERGED COMP

if the merger is a~~&ed,PacitiCarp Oregon will operace two electrical

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

Light. Each divtsion will have i te s~~~Mof directors, similar to the PacifiCorp

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

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

Power and Utah Power will sit on both
divisions'lthough

the divisions will maintain their separate retail identities, the merged

company «ill plan the divisions'ower 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

intercies and consolidate dispatching. The applicants also anticipate that the

divisions will be able to reduce inventories maintained for power supply puqeses.
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0 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, pursuant to
Section 61-901 . Idaho Code.

4. The adoption by PacifiCorp Oregon of all tariff schedules and
service contracts of PaciflCorp Maine and Utah Power on file with
the Commission and in effect 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;

5. The transfer to PacifiCorp Oregon of all certificates of public
convenience and necessity of PacifiCorp Maine and Utah Power,
pursuant to Sections 61-527 and 61-528, Idaho Code; and

6. The transfer to PacifiCorp Oregon of all Commission
authorizations and approvals for the issuance of securities by
PaciflCorp Maine which had not been fully utilized, pursuant to
Section 61-901, Idaho Code.

IV. THE APPLICANTS' DESCRIPTION OF OPERATIONS

FOR TIE MERGED COMPANIES

If the merger is approved, PaciflCorp Oregon will operate two electrical

divisions-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 PaciflCorp

Maine 's subboard of directors for Pacific Power A Light. Each division will be a separate

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

Power and Utah Power will sit on both divisions ' subboards.

Although the divisions 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 faaintain

their extant local offices in Idaho. They do noc anticipate inventory consolidation ac local

office levels.

The hppllcants pledle that PacNc'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 chat 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 5 ~upon their anticipation of cost savings of $ 50 million in the first year of

the merger and approximately 41SO million several years down che 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 " - (e.g„ i e, legal fees).

Nevertheless, 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 met-saving me - in each division's operations.

V THE FARTKS'Aggg

In r- ~ ~ to the application for approval of the merger, we convened a

prehearing conference co identify the issues. Furthermore, unlike most proceedings before

the Commission, where incervenors need not initially identity 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 far the prehearing conference.
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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 chat 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 5 ~upon their anticipation of cost savings of $ 50 million in the first year of

the merger and approximately 41SO million several years down che 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 " - (e.g„ i e, legal fees).

Nevertheless, 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 met-saving me - in each division's operations.

V THE FARTKS'Aggg

In r- ~ ~ to the application for approval of the merger, we convened a

prehearing conference co identify the issues. Furthermore, unlike most proceedings before

the Commission, where incervenors need not initially identity 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 far 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).

Nevertheless, 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. TIM PARTIIE.S' "BASIC" ISSUES

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 WaahingtOn Water POwer COmpany (Water Power Or WWP), the PubliC Pewer 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. $ lmplot 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, Commissioner Miller' agenda for the

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

broad areas of' rate Issues. BPA issues, transmission issues, comparison of the

merger with Idaho Power's acttuisition ot Utah Power's eastern idaho service territory,

issues identified by Water Po~er concerning wholesale transmission policies, and issues

Identified by Idaho Power concerning the merger's possible burtfen on its transmission

system, Furthermore, ackNtional issues «ere a. ~ tly tried with the ~ t of the

parties.

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

findings in Part I describing the Applicants, in Part II ~bing the Merger Agreement.

and in Part LV describing the Applicants'-:==-~ls, our discussions, observations or

comments following each quests in this Part Vconstitute our "basic" findings underlying

our "ultimate" findings to . the m~e—and our "basic" findings underlying the

conditions at to our

The following rate issues were Identified:

l. 1FCl them Se e rote 4fsyerfty between P¹cflfc's Saetpofnt servfce terrftory

act Ut¹k Power's eastern lb'ervfce terrf tory ¹fter the sergerP
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0
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 , Commissioner Miller's agenda for the

prehearing 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 Part V of the Order reviews those Issues. Together with our "basic"

finding in Part I describing the Applicants, in Part II 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

A. Rafts law& The following rate issues were identified:

1. Will there be a rate disparity between Pacific's Sandpoint service territory

and Utah Power's eastern Idaho service territory after the merger?

ORDER NO. 21867 -9-



Yes. for the foreseeable future, each operating division will independently sec

its rates based upon the divis}on's costs or upon reductions promised in this proceeding,

2, What tieetable, fg any, will bc followaf to climfnatc or reduce tMs rate

disparity?

No timetable has been pe~~ to eliminate or reduce the disparity. There is

no current ~~1to eliminate it.

3. lf a rate 4sparity will persist, how wQl the Applicants 4ecQe wh/ch

es will serve which territmy?

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

for ratesetting put . 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 FQl Seefpefnt rates iwcreese ta mflect Nghet'ost resemble! oa the URAL,

systcN?

No.

S. Fill the nervier affeet rates and service provhfef to Mansneto Company?

The m~~ company «ill continue Monsanto' special contract with Utah

Power. Monsanto will not share in the immediate 2% reduction proposed for Utah Power's

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

fuel ~ment clause.

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

the Utah Power 4vision, but for the entire merged 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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0
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' s 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. Will Sandpoint rates increase to reflect higher can resources on the UP&L

system?

No.

S. Will the merjer affect rates and service provided to Monsanto Gompeny?

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 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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6. W'Ql the oner~ effect retes end service prodded to the Ideho Irrigation

Pumper!?

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

interruptible options, will share in the initial across-the-board 2% decrease.

T. WQl the merger affect, dfrectly or indirectly, rates and services provided to

FMC in the Ideho juthdktton (thigh Idaho Power Coepeey) and in other jurisdictions?

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

8. W'hat steye wN the eyyllcents take to lower $4tndpoint's rates?

Relnstateseet of sere of the historic whol~~!~peehere level front the Feshington W'ater

Power Compenyt

The merged company ls not now ~~ing to lower the Satdpoint service

territory s rates. Neither is it ~~ingto reinstate additional wholesale purchases from

the Washington Water Power Company.

N. SPA - The following SPA issues were identified:

1. How weal evertage systetn costs be c4ndated for PMftc Power's customers?

The merged compete will M~~mtlycalculate average system costs (ASCs)

for each division. ASCs for customers in Pacific Power's Sandpoint service territory will

not be based upon Utah Po~er' costs of serg its customers in eastern Idaho.

2. INll SPA eaehenge credfts ~ tly avelleble to eestern Idaho cistoeers be

rehccedt

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

However, there cauld be slight chatges in calculations oi ASCs,

Now, when Utah Power purchases from Pacific Power, the entire amount of that

purchase is recogniaed by SPA fot'SC purposes. Ho~ever. since 19&I,SPA has not
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interruptible options, will share in the initial across-the-board 2% decrease.

T. WQl the merger affect, dfrectly or indirectly, rates and services provided to

FMC in the Ideho juthdktton (thigh Idaho Power Coepeey) and in other jurisdictions?

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

8. W'hat steye wN the eyyllcents take to lower $4tndpoint's rates?

Relnstateseet of sere of the historic whol~~!~peehere level front the Feshington W'ater

Power Compenyt

The merged company ls not now ~~ing to lower the Satdpoint service

territory s rates. Neither is it ~~ingto reinstate additional wholesale purchases from

the Washington Water Power Company.

N. SPA - The following SPA issues were identified:

1. How weal evertage systetn costs be c4ndated for PMftc Power's customers?

The merged compete will M~~mtlycalculate average system costs (ASCs)

for each division. ASCs for customers in Pacific Power's Sandpoint service territory will

not be based upon Utah Po~er' costs of serg its customers in eastern Idaho.

2. INll SPA eaehenge credfts ~ tly avelleble to eestern Idaho cistoeers be

rehccedt

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

However, there cauld be slight chatges in calculations oi ASCs,

Now, when Utah Power purchases from Pacific Power, the entire amount of that

purchase is recogniaed by SPA fot'SC purposes. Ho~ever. since 19&I,SPA has not
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0 6. Will the merger affect 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 ju lsdiction (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 tales to lower Sandpoint's rates?

Reinstatement of mare 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 boom The following BPA issues were identified:

1. Now will averais system casts be calculated for Pacific Power's customers?

The merged company will it spendently calculate average system costs (ASCs)

for each division. ASCs for customers 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 recognised by BPA for ASC purposes . However, since 1984, BPA has not
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recognised for ASC ptrryosee federal Income 'aid by investormwned utilities and che

equity return for thaae utilities to the extenc 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 ar federal income taxes, BPA (under currant

policies) would not recognise 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

Narthwest Power Act ~ould be excluded in calculating ASC. The effect of this is

unclear. Monsanto's fire load does not exceed IO mw, and its interruptible load is

considered a syscem tesource rather than assigned exclusively to Idaho For ratemaking

put . It ia poaaQile that the exclusion of Monsanto could, in fact, increase Utah

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

8. %N coete of BPA eaelhsnger effect retes pe@ by the fill relrdrerrreers

prefererrce ccltonmre of BPA P

Effects are theoretically poesible, but the effects described by the public Power

Council are moat likely to be de mhfwrts and unlikely to be significant,

Does the ~—~c lrrten4 to keep itself intact, or wNI it cre4te

srrbeiNerfesj for g—,~osd ~, thereby reisfng awrcge system cost

les" oaf rerrevhg retaN rrrtee frorrr the lduho CorrlrrINrforr review/

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

transmission. See Part Yf-C of chis Order.

S. If the setge4 co~y efopts restricdve wheeling policies. will this increase

the cverege systerrr cost for rrttlNeet
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recognised for ASC Mrposes federal income tames paid by investor-owned utilities and the

equity return for those utilities to the extent it exceeds the cost of ton`-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 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

purposes. 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 load.

3. Will costs of BPA exchanges affect rates paid by the full requirements

preference customers of BPA?

Effects are theoretically possible, but the effects described by the Public Power

Council are most likely to be de ndrdndt and unlikely to be significant.

4. Dots the merged col any intWW to keep Itself intact, or will it create

$"boidiaries for turn and tr nemirdon, thereby raising average system cost

"subsidies" and removing retail rates from the Idaho Comw&ulon review?

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

transmission. See Part VI-C of this Order.

5. If the nwr d compmey adopts restrictive wheeling policies, will this increase

the average system cost for utilities?
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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 ASC5, but the effects are more likely to be

de ndnimks than significant.

6. Will the aged comply attempt to erchunge with BPA as one company or

two'ach
division will attempt to exchange individually.

7. How will costs be ellocetaf among Pufalicrions fn wack the Company is

eMhNlgltlgP

Neither division intends to change its internal jurisdictional allocations.

Furthermore. the risks of inconsistent or incomplete jurisdictional allocations fall upon the

shareholders.

C. The following transmission issues were identified:

t. FNH ~—=' I tao Nld

PPC contended 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 transmission corridors. The truth lies between the

exaggerated claims of both sideL 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 will control a substantial amount of transmission from the

Pacific Northwest to California. But PPRL'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 PPkL. 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 minisds than significant.

6. Will the nrtrged company attempt to exchange with BRA as one company or

two?

Each division will attempt to exchange individually.

7. How will costs be allocated among jwIsdictions 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. fines. The following transmission issues were identified

1. Will the nmwulon needs of other Idaho utilities be adversely affected?

PPC contended 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 transmission corridors . The truth lies between the

exaggerated claims of both sides. The testimony on this ism, which should have been

largely technical and capable of easy resolution, instead was the lout 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

awns and controls the bottleneck for the most significant transmission corridor between

the Pacific North~est and the Inland Southwest. The merger will noc 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 Po~er could formerly exclude Pacific or other

Northwest utilities. Pacific has advantaged itself in a manner that Water Power, flan
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,

]urisdictionally, because of the tension between our consideration of these issues and

FERC's; and second, gubstantively, because of the difficulty of assessing the effects of the

merged system's transmission on ocher 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 and in Idaho KNatricc Court. Among the

conditions ot the settlement are chat Idaho Power withdra~ its intervention and

recommendations in this proceeding and chat Pacific agree not to ~ ~ ~ ~ - a subsequent

Idaho Po~er ya-===- 1 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

would benefit generating utilities east of the Cascades and west ot the Rockies.

Idaho Power, because of its location. was che utility most likely to be affected

by the merged co ~ ~ 's transmission system and transmission policies. It has now

reached a settlement with the Applicants regarding a number of transmissi~elated

issues. The ratepayers of other utilities in Idaho, be they invescor-owned or publicwwned,

are much less sensitive to the combination of Pacific's generating
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• That is not the can 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 Pnw.r, 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 than issues and

FERC's; and second, substantively, because of the difficulty of assessing the effects of the

merged system 's transmission at 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% share). 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 of the combined transmission

systems on ratepayers of these utilities is more attenuated, more likely to be Ck mtnf~.
Thus, from this State's perspective, the effect of'he merger upon the transmission needs

of other utilities serving in Idaho is not so adverse as to outweigh direct benefits to the

Applicants'atepayers. Indeed, if the merger results in an Inland Intertie. its effect will

he positive.

The reactions of the region's utility community to the Applications in this and

other )urisdictions 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 Bceneville Power

Administration presence on the Pacific Intertie —between the winter-peaking Inland

North»est and the summer ~~~~arid South»est.

Officers of investmm»ned utilities by their o»n account are actively

considering new strategems to counter this p—.==-~ne» entity and to achieve greater

flexibOity for relations»ith California utilities and - ~ ille.

Public Po~er spokesman (as demonstrated by their unaccustomed presence in

this case) are stepping beyaed their ~=.:.~i~ibemusement with the Northwest Power Act

and the Washington Public Power Supply System disarray.

Thus the short-term effect has not been paralysis at the ~~tof an

imminent rev- ~ to pre-FUHCA monopoly, but has been invigorating. Neither in this

record nor outside it do»e 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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•
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 m nimis.

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, if 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 on the Pacific Interne--between the winter-peaking Inland

Northwest and the summer-peaking arid Southwest.

Officers of Investor- owned utilities by their own account are actively

considering new stratagems 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 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. Fhut abNty wQl PacfffCorp Oregon tutve to exclude other utilitfcs from the

California intertie?

Pacific cannot unreasonably exclude other utilities from use of the California

intertie.

3. Fill rural electric cooperative utilities in southrastern idaho have reasonably

priced trmtsutlssion of power supply by the Bonneville Power Administrations

This issue was initially presented by the Maho cooperative Utility Association,

which did not ~ t a direct case. Accordingly. it need not be addressed-

4 FiN the verger affect competition in tie bulk power ~~tor remdt fn

inap~pr&tacollcewfrafkÃR of ecoaolN/c pow'er F

This ~~~is substantively a subissue of the first transmission issue, Nothing

neecl be added to our analysis of that issue to address this one.

5 F81 the Nterger tutve any effect oe the value of czktfng translIkssion

coatrNCNF

This issue «aa presented by tdahe Po«er, which tuN since withdrawn it, It need

not be further a4

D. C===~Pkk ~~tave'=~:-~ Utal P-~a ~ Malo Service

Terttstey. The folio«lng issue.was identified:

If 14aho Power wer» to acquire Utah Power's eastern Malo service territory,

enuld Mnhn 0'neqe'e tQt territory yppg caeno+~»'y sl4N Utah Powor witANt

eAersely affeetkg Malo Power's otlter ratepayeruT
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0
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 PacifiCorp 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 transndssIon 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. WRi the merger affect competition in the bulk power market or result in

inappropriate concentration of economic power?

This issue is substantively a subisaue of the first transmission Issue . Nothing

need be added to our analysis of that issue to address this one.

S. Will the merger haw any effect on the value of existing transmission

contracts?

This issue was presented by Idaho Power, which has since withdrawn it. It need

not be further addressed

D. Compwlson With IdMo Power Acgv Utah Power's Sustain Idaho Service

TerrltarT. The following issue,was identified:

It Idaho Power were to acquire Utah Power's eastern Idaho service territory,

enuld ldnhn Pnw*r ,art that territory more seernomieeuy than Utah Power without

adversely affecting Idaho Power's other ratepayers?
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Unde' 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.

E. The N'ater Power &==-= The following iaauea were identified by Water

Power:

1. If W'ater Power makes available to Utah Power pricfng information in

connection wfth a proposed po~er tranarctfon, will that fnfornetfon in turn be disclosed ro

Pacific Power, one of 1Fater Power's prfslary cotnpetftors fn Pacific's Southwest bulk

power smketsf

TMs information will be available to the two commonly dispatched divisions.

The merged company will purchase from the cheapest source of electricity available.

N'fN the Pacfftc Power dfvfsfon be reqsfred to offer to sell to Utah Po~er

under the sane coafftfons as other potentfal sellers, that fs, without knowing in advance

the terse and coaNtfons offered by fts costpetftors~

No. The two divtsions will be commonly dispatched.

3. If Pacfftc Power act Utak Power were ordered to operate their dfvisfons

without prior dfscloeure between tham of offers for Mk po~er

publfc be that thug wfN not be dfsclosfng thfs fnfvrnaaaaont

tfons, how will the

The Ayylicaats have mt offered to operate their divisions without prior

disclosures.

E. The m lb'ower'e SyetesL These issues have been

removed from the case by Idaho Power's withdrawal of'ts intervention and settlement

with the Applicants.

0. r - ted et Nearing. The following issues were presented at hearing

«nd presumably tried with the consent of the parties:
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connection wfth a proposed po~er tranarctfon, will that fnfornetfon in turn be disclosed ro

Pacific Power, one of 1Fater Power's prfslary cotnpetftors fn Pacific's Southwest bulk

power smketsf

TMs information will be available to the two commonly dispatched divisions.

The merged company will purchase from the cheapest source of electricity available.

N'fN the Pacfftc Power dfvfsfon be reqsfred to offer to sell to Utah Po~er

under the sane coafftfons as other potentfal sellers, that fs, without knowing in advance

the terse and coaNtfons offered by fts costpetftors~

No. The two divtsions will be commonly dispatched.

3. If Pacfftc Power act Utak Power were ordered to operate their dfvisfons

without prior dfscloeure between tham of offers for Mk po~er

publfc be that thug wfN not be dfsclosfng thfs fnfvrnaaaaont

tfons, how will the

The Ayylicaats have mt offered to operate their divisions without prior

disclosures.

E. The m lb'ower'e SyetesL These issues have been

removed from the case by Idaho Power's withdrawal of'ts intervention and settlement

with the Applicants.

0. r - ted et Nearing. The following issues were presented at hearing

«nd presumably tried with the consent of the parties:
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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.

B. The Water Power Immw The following Issues were identified by Water

Power:

1. 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 primary 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 sett to Utah Power

wider the saint conditions as other potential sellers, that is, without knowing in advance

the tat no 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 their 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. TAW JWMAa an Idaihe Power's mound sign System. These issues have been

removed from the case by Idaho Power 's withdrawal of Its Intervention and settlement

with the Applicants.

Q. Isms Presented at Hering The following Issues were presented at hearing

and presumably tried with the consent of the parties:
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l, How wfll jgpfagetfonel and dtvfsfonal allocatfoas be eeQ?

Each division of the merged company will make its iurisdictional allocations as

before. Allocations between the two divisions must st01 be worked out.

2. W'hat will the nmrgef compaay's wheeffng 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'onditions 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 ~heeling policy. Firm wheeling requests

~ithin "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 nonfirm wheeling according to the Western Systems Power Pool

Agreement and the Intercompany Pool Agreement. The merged company will prwrlde

transmission for qualifying facilities to other electric utilities pursuant to ig CFR 292.303.

3. How weal sales between the ~sfone be ~ ~ ~ ~ " and receded?

The Applicants will maintain a paper trail for sales between the divisions, but

they have noi yet decided their policiea 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 coats plus some estimate of other running costs, a

running cmt plus some capital coats, etc, Nevertheless, any equity return or income tax

payments included in transactions between the divisions will be traceable.

4 Hew wfll the nerger affect the Applicants'olg-term ffneacfal staMfty and

ability te attrect capftal?

ORDER NO. 21847

l, How wfll jgpfagetfonel and dtvfsfonal allocatfoas be eeQ?

Each division of the merged company will make its iurisdictional allocations as

before. Allocations between the two divisions must st01 be worked out.

2. W'hat will the nmrgef compaay's wheeffng 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'onditions 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 ~heeling policy. Firm wheeling requests

~ithin "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 nonfirm wheeling according to the Western Systems Power Pool

Agreement and the Intercompany Pool Agreement. The merged company will prwrlde

transmission for qualifying facilities to other electric utilities pursuant to ig CFR 292.303.

3. How weal sales between the ~sfone be ~ ~ ~ ~ " and receded?

The Applicants will maintain a paper trail for sales between the divisions, but

they have noi yet decided their policiea 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 coats plus some estimate of other running costs, a

running cmt plus some capital coats, etc, Nevertheless, any equity return or income tax

payments included in transactions between the divisions will be traceable.

4 Hew wfll the nerger affect the Applicants'olg-term ffneacfal staMfty and

ability te attrect capftal?
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0 I. How will jierisdictional and divisional allocations be maids?

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 CER 292.303.

3. How will sales between 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 costs 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-term 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 co spread current or future l~or risks.

Vl. THE STATUTORY OR ULT1NATK5SUES

The specific stacutory scacxhrds of Id4}o Cocte $ 61-328 govern our consMeracion

of transfer of the property of PacfffCorp dba Pacific Power 4 Light Company and Utah

Power 4 Light Company co Merging Carp. That statute provides chat the Commission

shall not approve an applfcacfon lflre this unless:

[T]ho commission shall find

[1] that the public interest will not be adversely affected,

[2) that the cost of and rates for supply and service will not be
increased by reason of such transactfon, and

[3) that the applicant tor such acquisition or cransfer has the bona
fide intent and ffnatefal ability to operate and maintain said
property ln che public service: provided,

[4] that no such order or authorlzatfon shall be issued or granted to
any applicant or party coming within the prohibitions set forth in
this act.

In our order of priority, the first and foremost of those considerations is that che merged

company provide etffcfent and reliable electric service to its customers. Second, the

merged utility cannot increase its rates as a result of the merger.

A. FN Ae he~ei ==-'y Agfectatby the N—~t
We find that the public interest will not be actversely affected by the transfer of

operacing property to the merged ~~-~tfon. Our finding fs 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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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 co spread current or future l~or risks.

Vl. THE STATUTORY OR ULT1NATK5SUES

The specific stacutory scacxhrds of Id4}o Cocte $ 61-328 govern our consMeracion

of transfer of the property of PacfffCorp dba Pacific Power 4 Light Company and Utah

Power 4 Light Company co Merging Carp. That statute provides chat the Commission

shall not approve an applfcacfon lflre this unless:

[T]ho commission shall find

[1] that the public interest will not be adversely affected,

[2) that the cost of and rates for supply and service will not be
increased by reason of such transactfon, and

[3) that the applicant tor such acquisition or cransfer has the bona
fide intent and ffnatefal ability to operate and maintain said
property ln che public service: provided,

[4] that no such order or authorlzatfon shall be issued or granted to
any applicant or party coming within the prohibitions set forth in
this act.

In our order of priority, the first and foremost of those considerations is that che merged

company provide etffcfent and reliable electric service to its customers. Second, the

merged utility cannot increase its rates as a result of the merger.

A. FN Ae he~ei ==-'y Agfectatby the N—~t
We find that the public interest will not be actversely affected by the transfer of

operacing property to the merged ~~-~tfon. Our finding fs 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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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..328 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)he commission shall find

[11 that the public interest will not be adversely affected,

(21 that the cost of and rates for supply and service will not be
increased by reason of such transaction, and

(31 that the applicant for such acquisition or transfer has the bona
fide intent and financial ability to operate and maintain said
property in the public service: provided,

(41 that no such order or authorization shall be issued or granted to
any applicant or party coming within the prohibitions set forth in
this =-

In our order of priority, the first and foremost of those considerations is that the merged

company provide efficient and reliable electric service to Its customers. Second, the

merged utility cannot increase Its rates as a result of the merger.

A. Will the h6& hata%sst Be Adver sely Affected by the 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 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 co insure that the rates and charges for

electrical service are just and reasonable as required by I.C. 61-301.

Second, the applicants promise rate reductions in the Utah Power service

territory and rate stability in the Pacific Power service territory. Thes» promises have

value to the ratepayers of the merged companies. and particularly to the customers of

Utah Power.

We emphasize, however, chat a procaiae of rate reduction or of rate stability is

insufficient, in itself, to obcain our a~~+el of this cranaaction or of similar transactions

that may be y-~=~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 co generate ratepayer s~~t for the p=:=::~ merger. Our

decision in this case must be, and Is, based on an objective appraisal of the merits of the

merger.

We recognize the y
—.blllty, indsed the probability, that there will be times

when the merged comparer's favorable control of Utah Power's transmission bottleneck

will give it market power and benefits lt would not otherwise have at the expense ot other

investor-owned or publlclymwned utilities serving ratepayers in idaho. The most

vulnerable utility wouM be Maho Power. which has reached a separate accommodation

with the App)lcants addressing many of it concerns. Indeed, the possibility of its

pl'ticipation in an Inland Intertie is positive, The other utilities serving ratepayers in

Idaho are les! vulnerable to the merged company's use of this translnission bottleneck.
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Our finding is based on two factors. 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 co insure that the rates and charges for

electrical service are just and reasonable as required by I.C. 61-301.

Second, the applicants promise rate reductions in the Utah Power service

territory and rate stability in the Pacific Power service territory. Thes» promises have

value to the ratepayers of the merged companies. and particularly to the customers of

Utah Power.

We emphasize, however, chat a procaiae of rate reduction or of rate stability is

insufficient, in itself, to obcain our a~~+el of this cranaaction or of similar transactions

that may be y-~=~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 co generate ratepayer s~~t for the p=:=::~ merger. Our

decision in this case must be, and Is, based on an objective appraisal of the merits of the

merger.

We recognize the y
—.blllty, indsed the probability, that there will be times

when the merged comparer's favorable control of Utah Power's transmission bottleneck

will give it market power and benefits lt would not otherwise have at the expense ot other

investor-owned or publlclymwned utilities serving ratepayers in idaho. The most

vulnerable utility wouM be Maho Power. which has reached a separate accommodation

with the App)lcants addressing many of it concerns. Indeed, the possibility of its

pl'ticipation in an Inland Intertie is positive, The other utilities serving ratepayers in

Idaho are les! vulnerable to the merged company's use of this translnission bottleneck.

ORDER NO. 21$ 67

•
Our finding is based on two factors . 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 I.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 lntertie 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 and day~t and primary; the possible detriments to ratepayers of other

utilities in Idaho are infrequent and secondary. The former predominate.

l. O'Ql the Curt of eslt Hat~ fm Sapyfyfag Servke Ne Incr ~by decem of

tie %ter~f

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 I increase in Idaho for four years following the

merger and that Utah Power's rates will decrease 2'4 within 60 days after the merger is

~ «mated 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 relateci

to the merger do increase.

The finding that costs will not increase as a result of the merger is more

problematic. The Applicants have ~bed projected additional investment in

transmission in the first years following the m~q, But they have also described a

number of coat~vtng measur~eferral of additional investment in production plant

made unt ~~~by the combined r- ~ es of the two companies, ~~lldation of

services at the ~echelons of ment, and anticipated increased net~wer supply

revenues to offset the iter ~investment in transmission. It is probable that the

merger will decrease oosts ——~ll.

This Commissim cannot by Order or decree ptohibit 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 tlc M ~C ~~mNeve tke Noae FQe Latest aaf Fhseaefof

ANftyto Cgmraae iaaf Mctatolh the Trmmgaeaem rrvperag ta the '8Fvkgf
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Furthermore. the advantages of the merger to the ratepayers of Pacific power and Utah

Power are day-in and day~t and primary; the possible detriments to ratepayers of other

utilities in Idaho are infrequent and secondary. The former predominate.

l. O'Ql the Curt of eslt Hat~ fm Sapyfyfag Servke Ne Incr ~by decem of

tie %ter~f

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 I increase in Idaho for four years following the

merger and that Utah Power's rates will decrease 2'4 within 60 days after the merger is

~ «mated 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 relateci

to the merger do increase.

The finding that costs will not increase as a result of the merger is more

problematic. The Applicants have ~bed projected additional investment in

transmission in the first years following the m~q, But they have also described a

number of coat~vtng measur~eferral of additional investment in production plant

made unt ~~~by the combined r- ~ es of the two companies, ~~lldation of

services at the ~echelons of ment, and anticipated increased net~wer supply

revenues to offset the iter ~investment in transmission. It is probable that the

merger will decrease oosts ——~ll.

This Commissim cannot by Order or decree ptohibit 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 tlc M ~C ~~mNeve tke Noae FQe Latest aaf Fhseaefof

ANftyto Cgmraae iaaf Mctatolh the Trmmgaeaem rrvperag ta the '8Fvkgf
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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.

2. Will the Cart of and Rat for Sxppfj Service Be Increased by Reason of

the Merger?

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 four years following the

merger and that Utah Power 's rates will decrease 2% within 60 days after the merger is

consummated and 5-10% 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 resources 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 coats 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. Dons the Merged Corporation Saw the Bane Fide boast med FMancial

Ability to Opowe and Maiatak the Troneferred Property in the Public Sawice?
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We find that the merged ~=~&cionhas this intent and ability. Na party

challenged the merged c~~—&cion's financial ability or its ability to operate the

transferted ya~rcy in the public service. There was, however, a question whether the

merged company had a bona fide intent co 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 PacifiCorp now is organized as a set of Functionally sel)arate
"profit centers", is this in any sense a pre ~ to a breakup of the
utility into separate distribution, transmission and generation
companlest

A. Again, our lawyers advise that, as a practical matter, PacNCorp
is precluded by the PubBc Utility Holding Company Acc from
creating ~ te subsidiaries for cion, transmission and
distribution functiom. We do not expect any change in the law to
occur in the near future and therefcee we have no plans For a

cion ot funccionL

Tt. VoL Hl, p. 213, Ilnse 13-20.

TMs pledge, of -.. is valuable. Statute and case la» are even stronger.

PaciFic Power and Utah Power. boch have transmission linea in Maho. In addition, Utah

Power has some generation ln ~~None of this generating or transmission propercy in

I h&ecan be traisf~.—.~from the merged ~~itionto a separate "Genoo" or T

without an applicatice like the one in this case. Thus, the pledges of the Applicants, this

Order and the statute. taken cogacler, - us that che merged o
—~+cion will noc set

up separate cion and transmission s~Jdlaries without prior «~~Iof this

Commission. Furthermcre, under the case law, racepayers have equitable interest in this

generating and transmission p ~~co che extent ic is depreciated. Betee W'cter

Corporation v. 1daho Public Utititfe! Come@sioa, 99 Idaho 158, 161-163, S78 P.2d 1039,

1092-1093 (1978).
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We find that the merged ~=~&cionhas this intent and ability. Na party

challenged the merged c~~—&cion's financial ability or its ability to operate the

transferted ya~rcy in the public service. There was, however, a question whether the

merged company had a bona fide intent co 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 PacifiCorp now is organized as a set of Functionally sel)arate
"profit centers", is this in any sense a pre ~ to a breakup of the
utility into separate distribution, transmission and generation
companlest

A. Again, our lawyers advise that, as a practical matter, PacNCorp
is precluded by the PubBc Utility Holding Company Acc from
creating ~ te subsidiaries for cion, transmission and
distribution functiom. We do not expect any change in the law to
occur in the near future and therefcee we have no plans For a

cion ot funccionL

Tt. VoL Hl, p. 213, Ilnse 13-20.

TMs pledge, of -.. is valuable. Statute and case la» are even stronger.

PaciFic Power and Utah Power. boch have transmission linea in Maho. In addition, Utah

Power has some generation ln ~~None of this generating or transmission propercy in

I h&ecan be traisf~.—.~from the merged ~~itionto a separate "Genoo" or T

without an applicatice like the one in this case. Thus, the pledges of the Applicants, this

Order and the statute. taken cogacler, - us that che merged o
—~+cion will noc set

up separate cion and transmission s~Jdlaries without prior «~~Iof this

Commission. Furthermcre, under the case law, racepayers have equitable interest in this

generating and transmission p ~~co che extent ic is depreciated. Betee W'cter

Corporation v. 1daho Public Utititfe! Come@sioa, 99 Idaho 158, 161-163, S78 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 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 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 some a precursor to a breakup of theutility into separate distribution , transmission and generation
companies?

A. Again, our lawyers advise that, as a practical matter , PacifCorp
is precluded by the Public Utility Holding Company Act from
creating separate subsidiaries for generation, transmission and
distribution functions. We do not expect any change in the law to
occur in the near future and therefore we have no plant for a
separation of functions.

Tr . Vol. 113, p. 213, lines 13-20.

This pledge, 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, Now of this generating or transmission property In

Idaho can be transferred from the merged corporation to a separate "Genoa" or 'Transco"

without an application like the one in this case. Thus, the pledges of the Applicants, this

Order and the statute, taken togathsdr. assure us that the merged corporation will not set
up separate generation and transmission subsidiaries without prior approval of this

Commission. Furthermore, under the case law, ratepayers have equitable interest in this

generating and transmission property to the extent it is depreciated. Boise Water

Corporation v. Idaho Public Utilities Comndsslon , 99 Idaho 158, 161-163 , 578 P.2d 1039,

1092-1093 ( 1978).
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n. le M—~C--r- --~(iW jerry to Nlo~ r~ ~'&"~edCrdHg&d

~.yeel Rlgho NN Ie TAIIsI«—.—) NhNe Ae 'lean Set Forth 4 the Acct

The act in question ls not the original Public Utilities Law, but Chapter 3 of the

19Sl Session Laws, codified at LC. ff61-327 —61-331. The prohibition in question is

contained in l.C. f61-327. That section prohibits transfers to:

[1] [Alny government or municipal corporation, quasi-municipal
corporation, or governmental or political unit, subdivision or
corporation, organized or edsting under the laws of any other state;

[2] any person, firm, association, axyaration or organization acting
as trustee, nominee, agent or representative for. or in concert or
arrangement with, any such government or municipal i~ation,
quasi-municipal c-II - ation, or governmental or political unit,
subclvtalERL or aw yvFRtion; or

[3) any company, e~iation, organization or r-——ation. organized
or adating under the laws of this state or any other state, whose
issued capital stock, or other evidence ot ownership, membetihip or
interest therein, or in the property thereof, is owned or controlled,
directly or indirectly, by any such government or municipalc- ~stion, quasi-municipal ~~stion, or governmental or
political unit, subdivision or ~~ition, or

[4J any company, iatlon, organization or v ~ation, organized
under the laws ot any other state, not coming under or within the
definition of an electric public utility or electrical ~~-tiona!
contained ln Chapter 1, Title 61, Maho Code. and subject to the
jurisdiction, regulation and - ~ l of the public utilities commission
of the state of Maho under the public utilities law of this state.

Merging Corp. is not within any of the four prohibited categories of the act; on the

contrary, it is ln the me allowed category —an electrical ce ~ation to be regulated by

this Comm ~ Accordingly, we find that Merging Corp. ts not within the prohibition ot

the act.
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under the laws ot any other state, not coming under or within the
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contained ln Chapter 1, Title 61, Maho Code. and subject to the
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of the state of Maho under the public utilities law of this state.
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contrary, it is ln the me allowed category —an electrical ce ~ation to be regulated by
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ORDER NO. 21867 -23-

•
D. Is Nerg is Carparatt (thee Party to NUm the Certifieaterd Utat as'

Property aed Rights WIA Be Tnarrsferrr+sd) Within the Prolkibidens Sept Forth is they Act?

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 [A]ny government or municipal corporation , quasi-municipal
corporation , or governmental or political unit , subdivision or
corporation , organized or existing under the laws of any other state;
or

(21 any person, firm, association, corporation or organization acting
as trustee , nominee, agent or representative for, or in concert or
arrangement with, any such government or municipal corporation,
quasi-municipal corporation , or governmental or political unit,
subdivision or corporation; or

[31 any company, association, organization or corporation , organized
or existing under the laws of this state or any other state, whose
issued capital stock , or other evidence of ownership, membership or
Interest therein, or in the property thereof, Is owned or controlled,
directly or Indirectly , by any such government or municipal
corporation, quasi-municipal corporation, or governmental or
political unit , subdivision of corporation; or

[41 any company, association, organization or col poration, organized
under the laws of any other state, not coming under or within the
definition of an electric public utility or electrical corporation as
contained in Chapter 1, Title 61, Idaho Code. and subject to the
jurisdiction, regulation and control of the public utilities commission
of the state of Idaho under the public utilities law of this state.

Merging Corp. Is not within any of the four prohibited categories of the act; on the

contrary, it Is in the one allowed category--an 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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Vm. TERRY~CONDITIONS OF hPPROVAL 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 snd necessity may require." In this Part VII, we attach terms snd conditions

to our approval of the application. R~ PPC I"
conditions be attached to the merger:

Merger Relutaf Rote Inc . PPC recommends that the merger be

subject to the i~~tanding that future integration of the two divisions'ate bases is a

merger-related activity and cannot result in a rate increase to any customers in Idaho.

We Irani tMe eeaNiien because ls ls required by statutei I C. $ 61 MS spcciflcally

pnnrides that «e cannot ~ ~ ~ 4 the merger without finding "that the cost of and rates For

supplying service will not be incr ~by ~ of such transaction."

We must elaborate. There ls some tension bet~can this statute snd I.C.

$ 61-31S's prohibition against any public utility establishing or maintaining "any

unreasonable diff as to rates, charges, service, facilities or in any other respect.

either as between localities or as between el~I~of service " The development of rates

and clm ges under this section has taken many paths.

For example, in the tel==:==- industry, it ls common to have different rates

based upon the number of customers in a teleplmm exclange and the distance from the

teleohone company's "base rate area" of lowest rates to outlying rural zones. This has

historically been justified «s reasomtble to take into account for a telepl|N|e subscriber

(1) that service is more valuable if the subscriber can reach a larger number of subscribers

Kthout paying toll charges than can a subscriber in a less populated area, and (2) the costs
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W. TERMS AND CONDITIONS OF APPROVAL OF THE MERGER

Finally, I.C. 161-328 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 Vil, we attach terms and conditions

to our approval of the application.

A. PubUc Power Co wci's R PPC recommends eight

conditions be attached to the merger:

1. Merger-Related Rate increasss. 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 grant this aenditien beeanse Is is required by etatutc . I.C. 161 328 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.

$61-315 '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 costs
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associaced 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, ic is a matter of indifference to one customer

how many other customers also take electric service nearby. Transformers and

substacions need not be located in a central "switching" facility similar to that of a

telephone company's. Sa. it has generally been the practice to have "postage stamp"

electric races. i.e., rates independent of a customer's location within the service

territory. (Electric utilities, however. generally require customers remote from their

exhcing lines to contribute some or all of the cost of extension of lines to a new cwcomer.)

The prohibition against locality~~ rates Is not absolute The prohibition is

against le differences, not against all differences, The merger of'wo formerly

unintegrated electrical systems. whose local service territories are hundreds of m0es

apart, with no previously - ~ common distribution, transmission or generation

facilities, and with Indepetxiently devel~ tariff classes 5 ~upon local customer

needs, Ia a circumstance In which different races and race schedules are r - ~ ble. Thw,

under I.C. 561-31$ alone, the meresd company could Initially maintain differences in rates

based upon locality (the former PacNc Power service territory versus the former Utah

Power service territory). Pr ~~bly, as the two merged companies integrated their

&i~aetionand transmission systems, their rates would gradually grow closer, and after a

generation of utility plant (which Is conaidecebly more Iong-lived than a generation for

human beings) will be retired and replaced, the rates could reach parity.

The specific provision of 1.C. 561-32$ , which controls in this Instance over I.C.

561-315, requires some rate disparity unless certain conditions are met. First, the
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0 associated with extending service from a central switching facility or facilities to a

remote subscriber 's location exceed than 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 lines 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 unreasonable differences, not against all differences. The merger of two formerly

unintegrated electrical systems, whose local service territories are hundreds of miles

spun, 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. 161-315 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. 161-323, which controls in this Instance over I.C.

361-315 , requires some rate disparity union certain conditions are met. First, the
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lower-yriced service territory'a rates cannot be increased by reason of the merger,

Ac.enrcHngty, ~at~to the merged company'f $ $ndpoint service territory cannot rOAect any

casts associated with the merged company'a acquisition ef Utah Power or with investment

in transmission line connecting the two divisions aa 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 a~ted increasing the Sandpoint

territory's wholesale purchase of lower-priced electricity from the Washington Water

Po~er Company to displace Pacific Power's higher-cost ~ ces and attendant reduction

in the Sa~oint service territory'a rates. Our a~mal ot the merger has not changed this

view. 'We still take the position that the Sandpolnt service territory will be «ell-served by

Pacific Power increasing its wholesale purchases from Water Power to serve that territory

in order to displace NNFS i" ive Pacific ~ - tlcNL

2. JsrhNctfoeal ANocetfoa PPC recommend! that the merger be subject to

the uIWrstanding that future juriN5ctional allocations will not result in rate increasea

be~)ad what there would have been without the merger. This recommendation is a

corollary of the yrevtcea one, and it likewise is a statutory rectuirement. Aa Pacific'a

Mr. Reed noted, the risk ot it:=etent allocations including those required in idaho by

statute. ia borne by the co ~y's shareholders

Also, the m ~utility will now be operating in seven states. Maho is prepared

to participate in tormelhed proceedings to consider jurisdictional allocations.

9. DAmttnae of the $eetyeht Senesce Ter(tory. PPC recommends that the

merger be subject to the merged company demonstrating at a future hearing why it should

not divest itself of the Sa-~mt service territory. We reject tMs recommendation-
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0 lower-priced service territory' s rates cannot be increased by reason of the merger.

Ae!rr rding17, "t44 to the merged company 's Sandpoint service territory cannot reflect any

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

Power Company to displace Pacific Power' s higher-cost resources and attendant reduction

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 serve that territory

in order to displace more expensive Pacific generation.

2. Jw'fsdtarioral Allocation. PPC recommends that the merger be subject to

the understanding that future jurisdictional allocation will not result In rate Increases

beyond what there 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. Read noted, the risk of inconsistent allocation, 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. Dtvarltm of like Smedpoit Service Territory. PPC recommends that the

merger be subject to the merged company demonstrating at a future hearing why It should

not divest 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 is a reasonable requirement for a~~Angthe merger.

Cost SA])tlag. PPC recommends that the merger be subject to the condicion

that cBvisional transactions noc be used as a vehicle to shift costs from ~xchanging to

exchanging jurisdictions. We deny this condition as superfluous. This Commission will not

tolerate cost~ifttng to the idaho jurisdiction, even if some of those shifted costs would

be boy by the exchange.

Moreover. BPA pollces exchanges at an ~ chat exceeds tMs 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 int- - . The

intervenors are generally ineligible for the exchange credit or only partially eligible. They

mr e r ~i~a
this one. So does the Staff, whose charge ls to protect all of the raiepayers of Idaho, not

merely those eligible fa'he exchange.

S. T tlat letween D&ehe!. PPC recommend! the m~a be approved

subject to records being maintained and periodically provided to che Comtnission showing

all corn~ca of actual costs of ~ tions between the divisions, regardless of ho»

iOne between the tive~ are ~ ~ - We i . - this condltlocL IC is essential

that all transactions between the ~ be ~ ~ ~ - ly booked and a paper trail tta'taff
and intervenor au4t be maintalnecL TMs is decidedly critical in the power supply area.

We aqect the companiee to ==:==-.=:~te with Staff in devtslng a reporting

systecn. We will not attempt to set out the minutiae of reporting in this Order. buc we

direct the company to meet with Staff infcxmally to determine what .-~'~
arrangements will be necessary. Furthermore, should the merged company conduct
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• Neither statute Or the record suggests that the merged company's divestiture of one of

its service terfitories Is a reasonable requirement for approving the merger.

4. Coat Sltiftdng. 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. Tnanseetiors Between Dfvisioe. 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
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business of any natur» with any of FaciflCorp's other divisions or affiliates, those

transactions must also be recorded to yrcdlee a clear audit trail,

~ortega of Geaeretfea or Tretss&sha SibskNar4as. PPC recommends the

merier be approved subject to a prohibition against the formation of ~neration or

transmission subsidiaries. We a~e this condition; with respect to generation and

transmission plant within Idaho, the condition is already statutory. Furthermore. as we

noted earBer, Mr. Bolender stated that the Company does not intend to form separate

generation and transmission subsidlarles; we will hold the merged company to

Mr. Boiender's promise.

Finally, we remind the Applicants that under Idahe law utility ratepayers are

the equitable owners of d ~~iated utility plant. Bates IFater Co.~-~tea v. Macho PsbHc

Utflfties C, ayre. The ratepayers have an equitable interest in all of Pacific

Power's and Utah Power's ~ the and transmission facilities to the that they

have been ~~ate&This Commission will not I-—~it the merged comyaqy to strip

depreciated plant from rate base to the detriment of ratepayers by transferring it to a

T . or Gclxxh

fetedocatory Oade. PPC - mends that any a~mal oi the merger be

interlocutory pending a final ~ ~ ~ by the Federal Energy Regulatory Commission and a

final evaluatblt by this Comm~~ whether the merger is consistent with the statutory

st~~Mof l.C. $61-3'e reject tMs condition. Idaho Power's settlement with the

Applicants befcre FERC and its withdrawai from this proceeding ends our major interest

in the interplay between FERC's ~ and cd decision. Accordingly, «e have m

reason to delay our final decisicm. This Order is a final Order, not interlocutory.

However, the merger wHI an be efj'ectfve in Idaho simply by tMs Order's

f&Nlfty.For the merger to be effective, the Applicants must receive the a~—
al of st
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Applicants befcre FERC and its withdrawai from this proceeding ends our major interest

in the interplay between FERC's ~ and cd decision. Accordingly, «e have m

reason to delay our final decisicm. This Order is a final Order, not interlocutory.

However, the merger wHI an be efj'ectfve in Idaho simply by tMs Order's

f&Nlfty.For the merger to be effective, the Applicants must receive the a~—
al of st
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0 business of any nature with any of PaciflCorp's other divisions or affiliates, those

transactions must also be recorded to produce a clear audit trail.

6. Fornation of Generation or Trans sloe 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. 9oiss Water Corporation v. Idaho Public

Utilities Cam, Supra. The ratepayers have an equitable interest in all of Pacific

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 bane to the detriment of ratepayers by transferring It to a

Transco or Gann.

7. lnterlorutory 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 Commisidon whether the merger is consistent with the statutory

standards of I.C. 161-322. 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 PERC'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

finality. For the merger to be effective, the Applicants must receive the approval of six
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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 i'ormal or informal actions were undertaken by the Justice Department's

Antitrust DMsion and the Securities and Exchange Commission. Furthermore, they must

submit to us a statement or'ffidavit to the eff'ect 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 functim of noting the parties and the public at large pursuant to this Order

of the transfer of the certificates currently held by PacifiCarp Ce Pacific Power k Light

and Utah Power 4 Light to the m~~entity, together with n--=:::~ assumptions of

tariffs, contracts. etc. The partiea may submit their ~~edlanguage fm doing so with

their r~—,to ue that the m~a-- has become effective. Of -, ~ ~ the parties

r~. to ua that the merger will not be effective, the Commission Secretary would

peri'orm the ministerial task of issuing a notice to that effect.

Furthermore, the Commission may from time to time issue s =::—~tOrders

clari5ing or int~ r -~ting this Order, ~ the need arise.

S. hitler-Re4ateif Neaeglte elf De&ieeee. PPC recommends that the merger

be ~~subject to ratepayerl recognizing benefits claimed by the Applicants in their

hpplicatice before ~ ta are recognized by the lders. We decline to i . this

condition.

Two kinds of'enefits may be recognised by shareholders. The first is

appreciation of th» market value of their sleres. over which regulators have no direct

control. lf the value of shareholders'tock a~~iates as a result of this merger.
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0 other state commissions and the Federal Enemy 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 pert!.. and the public at large pursuant to this Order

of the transfer of the certificate. currently held by PaciflCorp dba Pacific Power R Light

and Utah Power & Light to the merged entity, together with necessary assumptions of

tariffs, contracts , etc. 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 Commis ion 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.

S. Mer sr.Relead Benefits mud Detrlnvats, PPC recommends that the merger

be approved subject to ratepayers recognizing benefits claimed by the Applicants in their

Application before benefits are recognized by the shareholders . We decline to impose this

condition.

Two kinds of benefits may be recognized by shareholders . The first is

appreciation of the market value of their shares. 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 it. If it deprecates, so be it. In either case, the Commission will neither recapture

the value of appreciation or cushion against 'depreciation

The secotld possibility is Chat the merged company may realise additional

earnings as a result of the merger. If that is the case, we will not in this Order attempt co

allocate those benefits between shareholders and ratepayers. The hpplicancs 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 chat the merged ~~ation may

carry out both of its pledges and increase its ~in~to shareholders, we will cross the

bridge of allocation of additional benefits between shareholders and ratepayers when we

get Chere. IC is L C Co be endured

I. ~P~~s r ~afar, Idaho Power has withdrawn from this pre)eeeding,

and the cotwitions that it - ted to us have been setcleL We need not .. Idaho

rvwe s ~aetio

C. 2%e Seffs The Staff recommended two conditions:

l. Pete-Relatat Effects of the Merger. Staff recommends that ne~ly built

plant commcn to both systems not be allocated to either system in a manner that will

cause higller rates than there would be without the merger, i.e., the division co which the

plant is allocated must show aavtngs Co that division ng the cost of che plant

allocated to the de~- This is substantively the same as PPC's first cwo

recommendations, and this ~cion is also accepted.

tL i Alt~%ms te Sendyetet. Scaff recommends that no new

Jurisdictional allocations of the merged system or either division be ~-~edif the change

would increase |uria5ctional revenue requirement allocated to che Se~nt territory,

Again, this is a variation of other Scaff and PPC recommendations. It is in-- ~@ted as a

~cion,
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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 cushion against depreciation.

The second possibility is that the merged company may realize additional

earnings as a result of the merger. If that Is the can, 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. IdeI P~s Cee days. Idaho Power has withdrawn from this proceeding.

and the conditions that It presented to us have been settled. We need not address Idaho

Power's conditions.

C. IU Sts "f'a Cessflliossr. The Staff recommended two conditions:

I. Ratty-Related Effects of the Merger. 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 cast of the plant

allocated to the division. This is substantively the same as PPC's first two

recommendations, and this condition is also accepted.

2. JWI dktiprial Afocalions to Sowdpoi st. 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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N. ~r~$5N I::: This section indlvithally lists the conNtions that

are im~ as a result of our analysis of the recommendations of PPC and the Staff. The

precise terms of'he conditions are those listed below, not the more l discwaion

contahw4 ln our earlier analysis. The Application is a~ed with the following

~%kltionsi

J. Merger Related Rate increaser PrehSltcd. Neither the rates charged b the

Pacific Power division to its Sandpoint service territory in northern Maho nor the ates

charged by the Utah Power division to its eastern idaho service territory can increai by

1. 7 tfoes Settee DACefoes cal AffQQtos to Se D ted. 'T&
merged company must maintain a ~~auNt trail of all transacticws between its im

electric utility and all of these divtskis'ransactions with any of the merged

i s other or atNiateL

j. Sea-~mon or S PnAfbttaL The merged company is

pmlNted hen f eaing tion ci transmission subsidiaries, or ot ~M~se disposing of

any ting. transmission or distribution ~~.yln the State of Maho, without

application to this Commission and tMa Commission's s~==:~~t al.

The first ~tien will be implemented tleeugh this Commisskn's fact finding

ht inNvidual rate ==:=--s~ iewolvtng one 4vtsion cs the other. We ~~tin this ~
anticipate or identity ~—

&

potential m--N - wlated effect on rates or ~~Those will

I 4FAI -I 5 I 8 h . W - SN IIII»
implemented thr ~ infixal meetings between the merged company and this

Commissice's and other commission'taffL The third ~tion is self-implementing.
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D. The Cg 10d+sreL 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 Increases Prohibited. Neither the rates charged b the

Pacific Power division to its Sandpoint service territory in northern Idaho nor the aces

charged by the Utah Power division to its eastern Idaho service territory can increas by

reason of the merger.

2. Trannatlo v Between Divisions and Affiliates to Be Documented. The

merged compunr must maintain a proper audit trail of all transactions between its two

electric utility divisions and all of these divisions' transactions with any of the merged

compel y's other divisions or affiliates.

3. Cation or Trasmissiom Subsidiaries Prohibited. The merged company Is

prohibited from farming generation or transmission subsidiaries, or otherwise disposing of

any generating, transmission ar 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 proceedinp Involving are division or the other. We cannot in this Order

anticipate or identify every potential ma'ger-related effect on rates or costs. Those will

be handled an a casewbyi-case determination in the future. The second condition will be

implemented through informal meetings between the merged company and this

Commission's and other commiasipy ' staffs. The third condition is self-Implementing.
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OR.GER
IT 8 THEREFORE ORDERED chat the Application af PacNCorp, a Maine

c~~-tlon Na Pacific Power 4 Light Compugr, Utah Power 4 Lighc Company, a Utah

~~icion, and FC/UP41 Merging Corp.. an Oregon i~~ition to be

PaclfiCorp upon completion of the merger, for an Order granting permiaaiona and

authorities, be and hereby ia granted. In particular,

I. IT IS FURTHER ORDERED chat the m of PacNCarp Maine
and Utah Po«er with and into PacifiCorp Oregon, with PacifiCorp
Oregon to be the surviving =- ~cion. In accordeee with an
Agreement and Plan of R~~zaclon and Merger Among
PacitlCorp Maine, Utah Power, and Merging Corp., dated Auguat l2,
1907 (merger agreement) be authorized and ~ ~ ed.

2. IT II FURTHER ORDERED chat I by PacNCorp Oregon
ot of Ice comnum and preferred at~~upon converiion of theoutataasse, of . „., and pret»—,~a~ of PaclfIQÃp
Maine and Utah Power in ~====-=~«ith the terma of che m»e-

" Hlt be auc ~ - 'nd syqaaanv~

3. IT 8 FURTHER ORDERED chat the cion by PacNCorpC.~of all outa ~~~debt ohllgationa of PacNCorp Maine and
Utah Power and the omtlnuation or creation ot liens ln - Ion
clmewlth be autl»rlzed and ed.

I. IT 8 FURTHER ORDERED that che adoption by PaclflCorp
C—e ot all tariff - and aervice contracts ot PaclflCorp
Mah» an! Utah ~~on flic «lch the Commiaslon and ln effect ac
the time of the tor - «It@i all cerrltorlea aerved
bef ee che m e hy PacNCerp Maine and Ucah Power,a== sswiyy be ' and eyyei~
5. IT II FURTHER ORDERED that the transfer co PaclflCorpC;~.ot all ~..flcatm ot public cacvenlence and - lty of
PaclflCorp and Utah Power be authorized and a~~
4. IT II FURTHER ORDERED chat che cranafer to PacifICorpC.~ ot all Commiaalon authortzationa and a la for the
I - ot securltiea by PacifiCorp Maine that have not yet been
fblly uaed be authorized and ~~
7. IT IS FURTHER ORDERED that. PaclfICorp Oregon'a I of
not arne than 121 million - of ita Q.2$ par value common
atoek, Iit meme than 126,533 aharea ot ica 5% preferred atock, noc
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IT IS THEREFORE ORDERED that the Application of PaciflCorp, a Maine

corporation dbe Pacific Power & Light Company, Utah Power & Light Company, a Utah

corporation, and PC/UP&L Merging Corp.. an Oregon corporation to be renamed

PactflCorp on completion of the merger, for an Order granting permissions and

authorities , be and hereby is granted In particular,

1. IT IS FURTHER ORDERED that the merger of PacifiCorp Maine
and Utah Power with and Into PaciflCorp Oregon, with PacifiCorp
Oregon to be the sw vivtng corporation, in accordance with an
Agreement and Plan of Reorganization and Merger Among
PactflCarp Maine, Utah Power, and Merging Corp., dated August 12,
1957 (merger agreement) be authorized and approved.

2. IT IS FURTHER ORDERED that Issuance by PaciflCorp Oregon
of shares of Its common and preferred stocks upon conversion of the
outstanding shares of common and preferred stock of PaciflCarp
Maine and Utah Power In accordance with the terms of the merger
agreement be authortzed and approved

3. IT IS FURTHER ORDERED that the assumption by PacifiCoarp
Oregon of all outstanding debt obligations of PaciflCorp Maine and
Utah Power and the continuation or creation of liens in connection
therewith be authorized and approved

4. IT IS FURTHER ORDERED that the adoption by PactflCorp
Oregon of all tariff sdiadaalee and service contracts of PactflCorp
Maine and Utah Power on file with the Commission and in effect at
the times of the merger for service within all territories served
before the merger by PaciflCorp Maine and Utah Power,
respectiveIy, be authorized and approved.

S. IT IS FURTHER ORDERED that the transfer to PaciflCorp
Oren of all certificates of public convenience and necessity of
PactflCorp Maine and Utah Power be authorized and approved

6. IT IS FURTHER ORDERED that the • transfer to PacifiCarp
Oregon of all Commission authorisations and approvals for the
issuance of securities by PaciflCorp Maine that have not yet been
fully used be authorized and approved.

7. IT IS FURTHER ORDERED that PaciflCorp Oregon 's Issuance of
not more than 123 million shares of its $3.25 par value common
stock, not more than 126,533 shares of its 5% preferred stock, not
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mCee than 754,gg Shares ot its Serial preferred Stook, and not more
than 3,1N,115 of its nO par shn«ed preferred stoCk upon Che

Of alI OuW&.
II~ Of Commcn and prefe a~ StOCk

of PacNCorp Maine and Utah Power in &"balance with the merger
agreement be authorised ancl ~ ~ ed

IT IS FURTHER QRDERED chat the a~~is and authorizations previously

listed be subject to che conditions sec forth in Part Vll of this Order.

IT IS FURTHER ORDKRED that the Applicants inforfn the yarties co this

~=-:Mng and the Commission Secretary on or before September 1, 1904, whether they

«ill exerCLSe tl» autherities granted Co Chem by this Order Or «hether they «ill need

adNticnal time to determine whether they will exerCiae thaae authorities. If they have

not yet determined wheCher thcee authorities will be - - sed on September 1, 198$ , they

shall Continue tO .~~to the Co~~i~,Seoretary at C«o-«eek intervalS until they

have determined « they «Ql e --"-ue those authoritieS.

IT IS FURTHER ORDERED that following che Applicant»'-~&co the

Commission ~mtary whether they «ill 'he authnrixatiCNN given CO them in thiS

Cr~, PacNCory C.~ will ~~~to all of che rights and s==:~&iiiies of

PacifiCOrp Maine and UCah PO«er ~ —the Publlo Utilities La» and ~ Of Che State

of Maho upon the date requited («lich must be at least seven days after the
Applicants'otice

to the Comm@.~ S-—-~)if Che Applicants that Che m~e—«iII ~=--—---=
IT IS FURTHER ORDERED that the Commi~~ Secretary issue the notices

required by Ah Order ~the Appllcanta'OCNCaticn Co her Of Che}r intention wheCher

CO -'he all ~ amam granted in this Order.

THIS II A FNAL ORDER. Aayr ~ interested in this Order (or in issues

Anally ~ ~ by Chia Or@Sr) or in lnterlCCutOry Orders previoualy f~~in theSe
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m3/dc/349L

ORDER NO. 21867 -34-



BEFORE THE PUBLIC SERVICE COMMISSION OF WYOMIN

IN THE MATTER OP THE APPLICATION OF )

PACIPICORP AND PC/UP&LCORP., (TO BE )

RENAMED PACIFICORP), POR AN ORDER )

AUTHORIZING THE MERGER OF PACIFICORP )
AND UTAH POWER & LIGHT COMPANY INTO )
PC/UP&LMERGING CORP' AND AUTHORIZ )
ING THE ISSUANCE OF SECURITIESi )
ASSUMPTION OF OBLIGATIONS, ADOPTION )

OF TARIFFS AND TRANSFER OF CERTIFI- )
CATES OF PUBLIC CONVENXENCE AND )

NECESSITY AND AUTHORITIES IN CONNEC- )
TION THEREWITH. )

IN THE MATTER OF THE APPLICATION OF )
UTAH POWER & LIGHT COMPANY FOR AN )

ORDER AUTHORIZING THE MERGER OF UTAH )
POWER & LIGHT COMPANY AND PACIFICORP )

INTO PC/UP&LMERGING CORP., (TO BE )
RENAMED PACIPICORP)i AND AUTHORIZXNG )

THE ISSUANCE OF SECURITIES, ASSUMP- )

TION OF OBLIGATIONS'DOPTXON OP )
TARIFFS AND TRANSPER OF CERTIFICATES )
OF PUBLIC CONVENIENCE 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 & Neville, Casper, Wyoming, and
JAMES F. PELL of Stoel, Rives, Boley,

Jones & Grey, Portland, Oregon, for
Joint Applicants PacifiCorp Maine D.B.A.

Pacific Power
& 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. HARRIS of Harris and Morton, Evanston,
Wyoming, and EDWARD A. HUNTER, JR. and THOMAS W.

FORSGREN, Salt Lake City, Utah, for Joint
AppliCant Utah POwer & Light Company

(hereinafter referred to as Utah Power.)

WILLIAM J. THOMSON of Dray, Madison & Thomson,
Cheyenne, Wyoming, and DAVID M. COVER,
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Englewood, Colorado, for Intervenor
The Pittsburg & Midway Coal Company

(hereinafter referred to as Pittsburg a Midway.)

JOHN AD SUNDAHL of Godfrey, Sundahl 6, Jorgensong
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 a 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 a Light, Inc., Afton, Wyoming;
and WILLIAM R. LEWIS as Manager of Bridger Valley

Electric Association, Inc., Mountain View, Wyoming;
appearing to make statements.

HEARD BEFORE
CHAIRMAN JOHN R. SMYTH,

DEPUTY CHAIRMAN BXL TUCKERS
COMMISSXONER 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
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ereinafter they may also be referred to as Applicants), filed

pursuant to W.S. 37-1-104& 37-2-119, 37-2-120, 37-2-205,

37-3-102, 37-3-111, 37-3-112 and 37-6-101 through 37-6-107, for

an expeditiously issued order authorizing:

l. 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 file with the Commission and in effect 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

1. 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 the City Council Chambers, City Hall, Casper, on

December 14 and 15, 1981; 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'lip 530'42@ 562 578 589/ 633'38'57/ 677'79/
742, 743, 990, 992 through 1001, 1934, 8300, 9047, 9062, 9083,

9213, 9251, 9271, 9297, 9311, 9319, 9349, 9360, 9366, 9399, 9408,

9419, 9437, 9440, 9537, 9582, 9594, 9602, 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 square miles of service areas. Its

utility distribution service is divided as follows: 565 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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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

Docket No. 9266 Sub 104 Docket No. 9199 Sub 83

is0 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 , 511, 530, 542, 562, 578, 589, 633, 638, 657, 677, 679,

742, 743, 990, 992 through 1001, 1934, 8300, 9047, 9062, 9083,

9213, 9251, 9271, 9297, 9311, 9319, 9349, 9360, 9366, 9399, 9408,

9419, 9437 , 9440 , 9537, 9582, 9594, 9602, 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 square 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

Docket No. 9266 Sub 104 - 5 - Docket No. 9199 Sub 83



rvice 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.

5. Merging Corp. was incorporated in the State of Oregon on

August ll, 1987. All 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 Oregan, 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 & 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 111 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 Power.

The Southwest Wyoming Consumers represents utility customer

members throughout the area served by Utah Power.

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 a Light, Inc., which

provide electric utility service in Idaho as well as in western

Wyoming.

ll. The Wyoming Rural Electric Association, Lower 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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FINDINGS 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 merged 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 measures 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

short-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 vill 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,
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-
advancing

progressively to a total of $ l58 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)(l)(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 est,imated 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 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, l988, to submit a detailed plan for reducing

such rates an additional 3% to 8% for a total of 5% to 10% over

the next five years; and

b. to maintain "stable" the rates of customers of

Pacific Power over the five-year period, commencing with the
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erger 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

Zntervenors 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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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

Intervenors 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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ederal Energy Regulatory Commission, which has jurisdiction over

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

Nyoming, 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
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~mprehensive "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
issues 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, unreasonable and would 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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pport any delay for the purpose of determining the action of

the Federal Energy Regulatory Commission or other regulatory

agencies.

28. Ut,ah 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 a Midwayc

31. Utah Power's Naughton generating plant utilizes 60% of

Pittsburg & 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 6 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 6 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 a 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 a Midway

requests that the threshold for requiring prior approval should

be a reduction of 10% of the average 1985-7 calendar years'oal
burn.

POSitiOn of lntervenOrS AmOCO and Chevron:

35. Intervenors Amoco and Chevron stated that. they do not

oppose the mergerg 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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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.

38. 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 act,ion 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 will 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

1. Adequate public and personal notice was given as required

by Wyoming 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 f inds, af ter
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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-ch 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. 31-2-119 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

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, 621 P.2d 173,
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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

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, 621 P.2d 173,
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o. 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 a 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 6

Power in 1982. The Commission is currently considering Pacific
Power's application to purchase Shoshone River Power, Znc. and

Garland Light a 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 1%25, 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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.-rvice 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 Power and Utah Power;

e. no substantive evidence was presented by any party
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hat shovs 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 generat,ing plants, as apt,ly expressed by

Intervenors Pittsburg t Midway and the City of Evanston. The

utility power plant operations in Wyoming communities is a

predominant economic factor. Pursuant to W.S. 37-2-120, 37-3-112

and 37-3-114, the Commission has required utilities to report,

concerning any major changes in operations, and vill continue
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s 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 foxum for any person to

question utility management, practices.

1. 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'ederal 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,

PacifiCoxp Oregon in accordance with the Agreement and Plan of

Reorganization and Merger dated August 12, 1987 be, and it hereby
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s, 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 merger, 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
& 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 merger, for
service within Utah Power's authorized service area.

6. PacifiCorp Oregon, doing business as Pacific Power a

Light Company, be, and it hereby is, granted the transfer of all
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-rtificates of public convenience and necessity of PacifiCorp

Maine.

7. pacifiCorp Oregon, doing business as Utah power a 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 are, transferred
to PacifiCorp Oregon.

9. PacifiCorp Oregon shall, upon the merger, succeed to the

utility rights and responsibilities of PacifiCorp 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.
ll. PacifiCorp Maine, Utah Power and, upon the merger,

PacifiCorp Oregon will 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, l988.

PUBLIC SERV

7.-k
0 N R. SMYTH, Chair

MING

BIL TUCKER, Deputy Chairman

NESS J. SMIT ommissioner

ALEX J.~EI IOPUL08', Secretary
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PUBLIC SERVICE COMMISSF -OF-WYOMING
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Service Date: February &3,1988

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/UPRL Merging 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
)
)

)

)
)
)
) UTILITY 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 PPSL Vice 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 PPsL in its Montana

service territory. At that time Mr. Reed indicated that he did

not believe that the merger would have any detrimental impacts

upon PP6L's ratepayers in Montana.

2. On September 17, 1987, PC/UP6L Merging Corp. (to be
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Raine 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) If 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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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 lav, all of the assets of PacifiCorp
Maine and Utah Power will become assets of PacifiCorp 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

vill be canceled at. the time of the merger. In order to effect
the merger vith PacifiCorp Maine and Utah Pover, PacifiCorp Oregon

will issue its common stock upon conversion of the common stocks

of PacifiCorp Maine and Utah Power and wil,l issue its preferred
stocks of various classes and series upon conversion of the pre-
ferred stocks 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, PacifiCorp Oregon

will be responsible for all debts, liabilities and obligations of
PacifiCorp Maine and Utah Power, including all notes and first

PP&LDocket No. 87.9.49, Order No. 5297a

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 lav, all of the assets of PacifiCorp
Maine and Utah Power will become assets of PacifiCorp 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

vill be canceled at. the time of the merger. In order to effect
the merger vith PacifiCorp Maine and Utah Pover, PacifiCorp Oregon

will issue its common stock upon conversion of the common stocks

of PacifiCorp Maine and Utah Power and wil,l issue its preferred
stocks of various classes and series upon conversion of the pre-
ferred stocks 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, PacifiCorp Oregon

will be responsible for all debts, liabilities and obligations of
PacifiCorp Maine and Utah Power, including all notes and first

PP&L Docket No. 87.9.49, Order No. 5297a 5

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 PacifiCorp 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, PacifiCorp 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 stocks 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' rights and for frac-

tional shares of Utah Power common stock that are converted in the

merger.

12. Upon the effective date of the merger, PacifiCorp Oregon

will be responsible for all debts, liabilities and obligations of

PacifiCorp Maine and Utah Power, including all notes and first



PPSL Docket, No. 87.9.49, Order No. 5297a

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.

l6. The issuance of an order authorizing the proposed financ-

ing does not constitute 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

vhat action by the Commission is appropriate.

CONCLUSIONS'F 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 vill be for lavful 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 authority previously granted to PacifiCorp

Maine, is consistent vith 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 the Commission that.:
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c. Verified copies of any agreement entered into in

connection with the issuance of securities by

PacifiCoxp 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 this 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, nox 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 any mannex'hatsoever 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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BY ORDER OF THE MONTANA PUBLIC SERVICE COMMISS10N
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CLYDE , Chairman

HOWARD L. ELLIS, Commissioner

C/~
TOM MONAHAN, Commissioner

~~r
;

r'ANNYOBEgp; Commisqjener

0 B. ~SCOLL, Commissioner

Ann Pur
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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NO. 87 '.49/87.9.51, in the matter of PACIFICORP/UPaL MERGING

CORP., dated February 17, 1988, has today been served on all
parties listed below by mailing a copy thereof to each party by

first class mail, postage prepaid.

Date: February 23, 1988

or T~'Commimsion

Dennis Crawford
Public Service Commission
2701 Prospect Avenue
Helena, MT 59620-2601

James C. Paine
Montana Consumer Counsel
34 W. Sixth Avenue
Helena, MT 59620

Nile W. Eatmon
UT Division Public Utilities
427 Heber M. Wells Building
Salt Lake City, UT 84111

Mike Coleman
FERC
825 North Capitol
Washington, DC 20426

Roger Colburn
Oregon Public Utility Comm.
Labor and Industry Building
Salem, OR 97310

Douglas Kirk
Utah Public Service Comm.
Heber M. Wells Building
160 E. 300 So.
Salt Lake City, UT 84111

Robert E. Smith
Idaho Public Ut.ilities Comm.
Statehouse Mail
Boise, ID 83712

Fredric D. Reed
Senior Vice President
Pacific Power & Light Co.
920 SW Sixth Avenue
Portland, OR 97204

George M. Galloway
Stoel, Rives, Boley,

Jones a Grey
900 SW Fifth Ave., Ste. 2300
Portland, OR 97204-1268

Sidney G. Baucom
Executive Vice Pres.

and General Counsel
Utah Power a Light. Co.
1407 West North Temple
Salt, Lake City, UT 84140

John A. Yager
Professional Engineer
California Pub. Util. Comm.
505 Van Ness Ave., Rm. 4208
San Francisco, CA 94102
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