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Honorable Brian T. Stewart, Chairman
Honorable Brent H. Cameron
Honorable James M., Byrne

Heber M. Wells Building

160 East 300 South

Salt Lake City, Utah 84111

Re: Merger Application of Utah Power and PacifiCorp to
Merge PC/UP&L Merging Corp. - P.S.C. Docket No.
87-035-27

Dear Mr. Chairman and Commissioners:

This day, the Washington State Utilities and
Transportation Commission issued its order approving the
application of Utah Power and PacifiCorp to merge with PC/UP&L
Merging Corp. in the contemporaneously pending merger proceeding
to that above referenced before this Commission. A telefax copy
of that order entitled "Second Supplemental Order Approving
Merger with Requirements” is attached hereto.

Additionally, I am advised that the Public Service
Commission of Oregon also today entered its final order in the
companion merger case before the Oregon Commission approving the
stipulated agreement and the merger as being in the public
interest. I will transmit a copy of that order to the Commission
upon receiving it by telefax.

A copy of this letter and order is being served upon all
counsel of record in this proceeding.

Respectfully submitted,

ROBERT S. CAMPBELL, JR.,
Legal Counsel for PacifiCorp

RSC/d4d
cc: All counsel of record




. DEPORE THE WASHINGTON UTILITIES AND

IN THE MATTER OF THE APPLICATION
OF PACIPICORP (MAINE) TO MERGE
WITH PC/UP&L MERGING COR?.
(PAGIFICORP OREGON), AND TO IBBUE
SUCH SECURITIES AND ASSUME SUCH
OBLIGATIONS AS MAY BE NECESSARY
T0 EFFECT A MERGER WITH UTAH
POWER & LIGET COMPANY

-

NATURE OF THE PROCEEDINGS :

PacifiCorp,
Maine)
£iled an application
chaptexs 80.08 and 80.12,
merger of PacifiCorp Maine with
PacifiCorp Oregon to be

b/a

PacifiCorp Maine,

agreement)s (2) the
than 128,000,000 shares of its
more
nore
more
upon

than 3,183,815 shares of

Pacific Power
and PC/UP&lL Merging Corp.
with the Commission under the
RCW for an order authorizing:

the conversion of all outs
preferred stock of PacifiCorp Maine
with the terms of the merger agreement;
PacifiCorp Oregon of all outstanding

SERVICE DATE
JUL 15 1568

TRANSPORTATION COMMISSION

DPCKET NO. U-87=-1338=AT

SECOND SUPPLEMENTAL ORDER
APPROVING MERGER WITE
REQUIREMENTS

On September 17, 1987,
¢ Light Cohpany (PacifiCorp
(PacifiCorp Oregon) zointly
provisions of

(1) the

and into PacifiCorp Oregon with
the surviving corperation,
with an agreement and plan of re

in accordance

organizatien and merger among
Utah Power & Light Company
PacifiCorp Oregon entered into on August 12,
issuance by PacifiCorp Oregon of not more
$3,2% par value common stock, not
than 126,%33 shares of its 5
than 754,802 shares of its ser
its no par serial preferred stock

(Utah Pewer) and
1987 (merger

fercont preferred stock, not
al preferred stock, and not

tanding shares of common and
and Utah Power in accordance
(3) the assumption by
debt obligations of

PacifiCorp Maine and Utah Power at the effective date of the

merger

and the continuation or creation of liens in connection

therewith; and (4) the issuance of securities by PacifiCorp

Oregon under authorizations

Maine by the Commission, which authorizations

fully utiliszed.

previously granted to PacifiCorp

have not yet been

on Decem-

%F?&IN%S: An initial hearing was conducted
bar 1, 1987. earings were thereafter held on January 7,

January 8,
Sharon L,
A. J.

Nelpon, Commissioner

Pardini,

February 23 and February 24,

and Administrative

1988 before Chairman
Richard D. Casad, Commissioner
taw Judge Elmer E. Canfield.

Members of the public were afforded an opportunity to testify.
All proceedings took place at Olympis, Washington.

APPEARANCES:
Company.,
Portland, Oregon.
James R. Cunningham,

of the State of Washington wers represented by
Manifold, Assistant Attorney General,

was representad by George M.

The applicant, also referred to as the

Galloway, Attorney,

The Commission staff was represented by
Assistant Attorney General, Olympia.

People
Robert P.

The following

Seattle,
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intervenors appeared; Bonneville Power ‘Administration (BPA) by
Thomas Miller and Randy Reoaeh, Attorneys, Portland, Oregon;
Public Power Counsel (PPC) by Judith a. Bearzi and Jehn c.
Guadnola, Attorneys, Tacoma; Colerado River Energy Distribuytors
Association (CRRDA) by J111 a. Niederhauser and Gary A, Dbodge,
Attorneys, Balt Lake City, Utah; and the Washington PUD Associas.
tion by Joel cC. Merkel, Attorney, Saattls, Although Pacific
Northwest Generating Company (PNGC) f£iled a Petition to Intervene
in’ £his mattey, neo Appearance was entered by PNGC and the
intervention petitien was deemed abandoned,

ot SUMMARY OF COMMISSION ORDER: The Commission approvasg
the merger and ro?uIrea the Company to make & rate £4{ling which
will ' afford Wash ngton ratepayers their Allovated share of a
projected $£59 million in first-year merger benefits. The Company
will be required to make additional Teports o the Commission can

assure proper rate levels in the future.

I. POSITIONS OF THE PARTIES

The parties’ positions were delineated in the First
Sufplem-ntnl Order and for ®Asy reference are again set foreh
be

A. Coppany

The Com aAny presented testimony from David p. Bolender,
President of Pacifi¢ Power ¢ Light Company; Fredric D, Reed,
Senior Vice President; Rodney M. Boucher, Vice President of Power
Systems; and Dennis p. Steinberg, pirector of Power Planning.

On August 12, 1987, ueah Power and Light Company (Utah
Power), PacifiCorp Maine ana PacifiCorp Oregon entered into an
agreement to merge Utah Power and PacifiCorp Maine into Pacifi-
Corp Oregon, a new Oregon corporation. As a result of the
merger, the separate Corporate existences of PacifiCorp Maine ang
Otah Power will cease and Pacificorp Maine, Utah Power and
PacifiCorp Oregen will be a $ingle corporation to be renamed
PacifiCorp. Following the mer er, the two power systems of
PacifiCorp (Pacific Power and Utah Power), though having separate
bodrds, will be opersted and planned on a "single utility basis”.
Under the herger agreament, the outstanding shares of common and
preferred stock of Utah Power and PacifiCorp Maine are to be
converted into shares of PacificCerp Oregon. The Company con-
tended that the merger is necessary to respond to the changing
environment, {i.s, the increasingly intense competition faced by
electric utilities,

The Company highlighted tha following benefits of the
nmerger: increasing firm and nonfirm wholesale fower sales,
facilitating the profitable disposition of ava

lable power
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supplies; enhancing the ability, threugh expanded inter-connec-
tions, to take greater advantage of low cost Power supplies which
are available in the short term but will likely not be availabple
in the long term, absent an early commitment; allewing the merged
company to benefit from the diversity of its system, because
Pacific Power is a winter-peaking utiliey and Utah Power is a
sumner-pesking utility; reducing system Opsrating costs through
the integrated ecencmic dispatch of generatien; reducing system
Ieserve requirements and improving system reliability; permitting
the consolidatien of duplicative sctivities, resulting in future
operating savings; and providing enhanced opportunities for
employeas of -both companies. Other potential benefits include
reduced construction, econemic development, administrative
combinationa and manpower efficiencias,

The Company estimated savings in net powar costs to the
merged company 4in the first year to be $16,7 million and further
estimated total merger benefits to be $48 million per year in the
first year, increasing to $158 million Per year in the fifth
year,

Utah ratepayers have been promised an immediate two

! REIGRAS zafre § eéuw-%%wipeﬁemﬂevav&iuﬁiwum&mwv.qf bae

. years. Mr. Bolender explained that Pacific Power was the
"suitor” and felt it had to provide something to make the merger
happen. oOn the other hand, the Company did not proposs a rate
reduction for ita Washington customers, butg did indicate an
intent not to seek an increase in Pacific Power's revenues in
Washington ovar the next four te five years. Pacifiec Power
Serves over one hundred theousand ratepayers in the State of
Washington, The Company agreed to make a rate filing with this
Commission during the gecond quarter of 19689. The applicant did
Not propose any change in Pacific Power's jurisdictional alloca-
tien methods and Agreed to reconvene the jurisdictional alloca~
tion committee with all the states within six weeks after final
aApproval of the merger.

The applicant argued that the merger is in the pudblic
interest and requested that the Commission approve the merger and
authorize the issuance of the specified securities and assumption
of obligations and further authorige the adoption of tariff
schedules and special service contracts and the transferring of
Commission authorizations and approvals for issuance of
sacurities,

B, Commission Btafg

e The staff presented testimony from Merton R. Lott, WUTC
‘ Revenue Requirements Specialist, Xenneth L. Elgin and Bruce W,
Folsom, WUTC Utilities Rate Rassareh Spacialists,
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In its brief, the staff seriously questioned whether
the merger would provide any benefits to Washington ratepayers
and argued for the rajaction of the merger. Mr. Elgin pointed
out that the premium over book to be paid by Pacific Power to
gtah. shareholdars virtually forecloses any real opportunity to
pass merger synergies to Pacific Power's customers.

gtaff argued in the alternpative that if the merger and
attendant financing are approved, the commission should condition
approval on (a) concurrent £11ing of tariifs giving efiect to an
overall ravenue resduction of $4.036 million, spread across all
rate classifications on a uniform cents/mills per kilowatt-hour
basis and (b) reperting requirements 8s specified by Mr. lott.
In his testimony, Exhibit T-14, pages §-7, Mr. lLott recommended
additional reporting be required as goliovws:

Wwith respect to genexal reperting, the
inclusion of Utah will require that a total
PacifiCorp income statement and balanc¢e sheet
pe provided, such gtatements to include the
ycah division. These statements will then
have to be split between the two operating
divisions.

gtatf sees s need to have pacifiCorp's
corporats costs shown in a separate report.
Further, ths charges to the subsidiaries and
allocation between the operating divisions
should be provided along with the appropriate
allocation to Washington. staff would
further request that thie data be provided
historically, on a monthly pasis, starting
with January 1987.

tn addition to the foregoing, the following
reports should be raquired:

{1) A monthly report liating the changes or
additions to Pncf!ic'c 1587 construction
budget referred to on page two of Mr. Reed's
exhibit No., 4, This report should i{nclude
the reason for each major change or addition,
This report should alsc be provided beginning
January 1987.

(2) ©On a monthly basis any changes to
Utah's 1987 long term construction budget.
This report should also include the reason
for each change.
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: (3) A monthly report indicating whether
there were any combinations of any systems or
Plans, such as those mentioned on pages {4 & 5
of Exhibit No, 4. This report should
indicate antiecipated savings as a result of
the combination for each of the operating
divisions.

. DOCKET NO. U-87-1338=AT -Page 3

(4) A monthly report relating to econemic
developrmant within the Pacific and the OUtah
. Division, te which Mr. Reed refers in Exhibit
: 4, Note 3. All benefits of economic develop~
ment ahould be detailed in terms of increased

load, and associated revenues and costs.

(8) A monthly report indicating the total
manpower level of PacifiCorp. This report
should indicate the numbar of employees in
each operating division and the number of
employees in the corporate department, This
information should be.provided historically,
since January 1987, for Pacific and the

i corporate department, This report should

t include the number of terminations and new

1 hires. TFurther, a listing of poesitions
eliminated or created should be ineluded.
Total cost savings associated with a reduc-
tion in work force should be measured,

(6) A monthly report itemizing charges or
allocation of costs between Utah and Pacific.
The basis of each allocation or charge should
be indicated.

Staff argued that the Company's zate stability “"commit-
ment® was an illusion and recommended that Washington ratspayers
get the benefits immediately as in the case of the Utah
ratepayers., 1If the Commission were to approve the merger without
requfrxng the concurrent tariff filing effecting a $4.036 million
reduction, staff argued for the reporting reguirements as
specified by Mr. Lott, as well as a clear statement by the
Commission that “"rate stability™ means that any increase to any
class of service would constitute a violation of the rate
stability commitment, but that the Company may file such reduc-
tions as it deems appropriate, subject to approeval of the

Commission,
o c. Publjc Counggl
i Public counsel presented testimony from Jim Lazar, a

consulting economist. Public counsel did not take a position on
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caleulatad tha estimated irgteyaar banefits Allocable tgo
Pacific's Washington Jurisdiction at s4.2 millien,

Public sounsel argued that if the Commisgion approves
the merger, it shoulg be subject to twe conditions;

(1) Pacific should file for an overall reduc-

s . tion in rates ip Washingeton commensurate

Cot with the firge Year claimed benefits of the
nerger, APproximately $4,2 million, and

(2)  sufficient reporting and review procedures
should have baen dgreed upon,

' In its bries, Publi¢ counsel moved for the admigsion of
a-late-filed exhibis. :

D. Public Power couneil

Public Power Couneyl (PPC) presentad testimony from
Lon L, Peters, senior Economist and William k. Drummeond, Staf?
Economist, Ppc argued that there were no demonstrable benefits
of the merger that will accrue to Washingtop Tatepayers, 1t
Pointed out that there was insufficient evidence regarding the
merger's impact on Bpa Exchange Creditg and that increases in
Washington Trtepayers' costs were Possible. PPC supported as a
condition for approval, that intracompnny transactions not be
used as a vehicle to shift costs from non-exchanging to exchang-
ing Jurisdictiong. PPC raised concerng about the Companyis
formation of a generation and transmission subsidiary and arqued
for a conditiop prohibiting the formation of such or any eother
Corporate form that shields or Temoves purchased power trons-
actions from regulation.

' PPC raised concerns about the control the merger would
give the combined utility over the transmission system and the
resulting impact of transmission "bottlenecks® on Washington
ratepayers. It vas argued that access to the merged company's
transmission facilities {8 the key factor bearing upen the effect
the merger could have on competition in bulk power markets,
Since transmission access will be addressad by the Federal Energy
Regulatory Commission (FERC), PPC Técommended that the WuTe
withhold a fina}l decision pending FERC's decision, PPC further
argued that the merger would cause additional administrative
burdens for the Commission and urged thae Comnission to defer
final merger approval until all allocatien problems have been
adequately addressed,
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For the adove rYeasons, PPC argued that the merger
should bYe dinapzrovod. Howevar, should the Commission approve
the merger, in addition to the above~-recommended conditions, Prc
urged that the approval be subject to: (a) the underatanding
that future integration of the twe divisions' rate bases ip a
nergar-related activity and thus cannet result iIin a rate increage
to any eonsumers {(n Washington; (b) the understanding that future
Juriadictional alloeations will not result i{n rate increases
beyend what they would have been without the merger; (¢) records
being maintained and pericdically provided to the Commission
shewing all components of &ctual costs of transactiens hetween
the divisions, regardless of hew transactions between the

e, Colorado River Energy Distributors Assoc. (CREDA )
W

CREDA presented testimony from Curtis X, Winterfeld,
Executive Engineer with R. W, Beck and Associates. CREDA opposed
the merger and argued it could have the following detrimental
effects on CREDA members and affiliated systems, as well as on
Other utilities and entities in the western Unitead States: (a)
reduction of available transmission through the combjined Utah
Power/Pacific Power system for bothépurchases and sales to third-

merged company in entering new wholesale and retail markets: and
(¢) impairment of competition among western utility systems for
wholesals and retail markets, and other anticompetitive effects.

r, Bonneville Power Administration (BPA)

BPA presented testimony from Mark L. Roberts, its Chief
of the Exchange Program Branch, Division of Finance and Budget.
Mr. Roberts described the Resldential Exchange program and
identified Average System Cost (ASC) issues and concerns relevant
to the proposea merger,

Mr. Roberts testified that allocation of the merger
benefits between Pacific Power and Utah Power would reduce ASC-
related resource costs and, therefore, the ASC. He further
pointed out that this reduction in ASC would lead to a reduction

absent the merger. Based on assumptions outlined in his testi-
hony, Mr. Roberts calculated that the allocation of the merger
benefits could lead to a combined reduction in Residential
Exchange program payments of $6¢.6 million. He went on to point
out how these reductions would affect other utilities, i.e. that
reductions in the amount of the aggregate subsidy BPA pays will
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primarily lesd to reductions to BPA's Priority Firm (PF) power
rate to the benefit of utilities and ratepayers.

Aside from raising the above 'issues and concerns, BPA
did not take & position on whather the Commission should or
should not approve the proposed merger.

G. wg!hingggn PUD Association

. The VWashington PUD Association partiocipated in the
hearings and cross-examined witnesses, but did not present any
testimony or submit a brief.

II. BUPPLEMENTAL POSITIONS

In its Pirat Supplemental Order, the Commission
expressed concerns about the sharing of merger benefits and
transmission access. Additional information was required by the
Commission and the following parties responded.

A Gowpapy

In its supplemental brief, the Company committed to
make a rate filing with this Commission during the month of April
1989 1if the merger is consummated during 1988, In this filing,
Washington customers will be afforded their allocated share of
Lthe prajeoncd ¢C0 millien of annuel, waswal BBIWMp e wvaywe
benefits. This merger benefit figure represents the addition of
one half of the Compeny's projected first-year merger benefits
($24 million) and one half of projected second-~year merger
benefits ($35 million), thereby corresponding to expected merger
benefits during the first 12 months the new rates will be in
effect.

Ag 2 “tracker" filing, the only other proposed changes
in the Company's Washington prices are that: (1) the results will
be adjusted to reflect the impact of changing from Phase III to
Phase IV of the revised {nter-jurisdictional allocation
methodology (2) the amortization of deferred price decreases
arising from Dockat No, U=87-1513-T (Schedule 94) will be
concluded and (3) increased costs associated with the addition of
pollution control equipmant at the Jim Bridger plant will be
reflected. No change in rate spread or rate esign will be
proposed in this filing, The Company reiterated its commitment
to not seek any increase in Washington revenue requirements
through 19892.

The Company submitted its proposed wheeling policy as
presented in the Federal Energy Regulatory Commission (PERC)
proceedings related to the merger. Under the proposed wheeling
policy, the merged company is committed to provide utilities firm
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wheeling within "Integrated Service Areas" as a matter of course
and reguests for firm wheeling into or through such service areas
are to be considered on a casa-by-case basis with reference to
cercain scated factors, Non-firm wheeling i{s to be provided to
signateries to the Inger-Company Poel (ICP) Agreement (which
includes Washington Water Pewer Company and Pugst Sound Power and
Light Company) and the Western Eystems Power Pool Agresment.
Also, the merged company will be willing to negotiate separate
non-£firm wheeling agreements which equitabl share transaction
benefits among the buying, selling and wheeling utilities. The
Company pointed out that the most notable aspect of the propesed
wheeling policy is its recogaition of "opportunity costs® for
pricing certain firm transh ssion services. The proposed
wvheeling poliey recognizes FERC's jurisdiction over complaints
from utilities concerning the merged company's application of the
wheeling policy. As outlined by the Company in its supplemental
brief, seme changes in the wheeling policy were proposed by the
FERC staff. Though some differences exist in the proposed
wheeling policies, the Company acknowledged that, in large
measure, it did not particularly object to the changes proposed
by the FERC staff.

¢ Concerning the effect of the proposed wheeling policy

: on other Washington utilities, the Company pointed out that the
principal means of transmission access to California and desert
Southwest markets is by way of the Pacific Northwest/Pacific
Southwest Intertie (Intertie) and argued that neither the merger
nor the proposed wheeling policy will have any material effect on
Washington utilities' accees to the Intertie. It was pointed out
that Pacific's 300 megawatt Intertie entitlement is alxsady
dedicated to existing long—term firm sales and that in any event,
Pacific is precluded by contract with the Bonneville Pover
Administration (Bonneville) from providing Intertie wheeling for
others; any unused portion of Pacific's Intertie entitlement
would revert to Boaneville., The Company further pointed out that
washington utilities have no direct access to the existing Utah
Power transmission system in that they would first need to obtain
wheeling from either the Idahc Power Company OF Montana Power
Company. The merged company will honor all existing transmission
contracts of Pacific and Utah Power,

The Company concluded that the merger itself and the
proposed wheeling policy will have a de minimus effect on the
ability of Washington utilities to access california wholesale
markets and that any effects would be positive to the extent that
the proposed wheeling policy assures all utilities non-firm and
firm access into and through the merged company's system on an
equitable basis that protects the economic interests of the
merged company's customers.
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3. Gommission gtaff

the Commission staff submitted a supplemental brief
wherein it withdrew its objections to the mezger in view of the
Company's supplemental {nformation, which staff considered to be
responsive to staff's principal concerns. The staff continved to
request the reporting requiraments specified by Mr. Lott in his
testimony a&s the only way the Cormission can reasonably assure
proper rate levels.

Tt The time frame of the Company's filing and its apecific
content were acceptable te the Commission staff., It was stafl’s
understanding that of the $59 miliion in merger Benefits, 58
percent, or $34.22 million would be assignable te the Pacific
division, and that of that amount, 14.5 percent, or $4.96 million
would be afforded to Washington customers, Staf? considered that
the Company's proposed rats £iling reprasents a *shazing” of the
first-year benefits.

Concerning the propesal to adjust the results to
reflect the impact of changing ¢rom FPhase 111 to Phase IV of the
revised inter-jurisdictional allocation methodology, staff
concluded that the April 1989 filing date would not appear either
to be inconsistent with the intent of the Commission's order in
Cause No., U~86-02, which approved the modified allocation
procedure, or constitute an unconacionable delay in giving affoct
to the contemplated reduction in revenue requirement., Staff also
found no particular problem with the Company's proposal that the
amortization of deferred price decreases arising from Docket No.
U-87~1513-T (Schedule 94) Dbe concluded., Some concern was
expressed, however, about the proposal to reflect increased costs
associated with the addition of pollution contrel sguipment at
the Jim Bridger plant; staff was reluctant to considex this
gsizable rate base item as & proper element of a "tracker", but
did acknowledge that bringing a project of this magnitude on line
would normally create pressure for & rate increass. In its
reluctant acceptance of this Bridger pollution contyol proposal,
staff emphasized that this plant must be in service, since to
recognize it in rates prior to that time would be a violation of
washington Bupreme Court decisions. However, staff argued that
the implementation of the merger benefits not be dslayed should
the Company enéountaer delays in getting the Bridger facilities in
gervice. In any svent, staff suggested that the revenue require-
ment (positive or negative) associated with each of these
elements be identified and thoroughly supported in order to
meaningfully evaluste the £iling and also as a guard against any
hint of gamesmanship.

While noting the favorable wholesale market aspects
pacific Power may enjoy as & result of the mergel, possibly to
the detriment of other Washington ;nvestor-owncd utilities, the

il
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briaf of the. Commission staff remained silent on the issue of
transthission and noted that transmission issues are duly before
PERC, the regulatery agency having jurisdiction to decide them.

C. Public Power Council

In its supplemental brief, PFC again expressed opposi-
tion to the proposed merger. It argued that the merger would
harm the bulk power market of the Western Systems Coordinating
Council (WBCC) and its Washington member utilities, The concern
was.raised that the merger might not be consummated during 1988,
so .PPC argued that there is no guarantee that Washington
ratepayers will raceive an squitable share of the benefits since
the Company's commitment to an April 1989 rate £iling was
contingent on merger consummation during 1968.

Pointing to the merged company's control of transmis-
sion access from thae Northwest inte tha Southwest markets, PPC
argued that the merger would have anti-competitive impacts on
Washington utilities in that they all depend on others for
access. The concern was that the merged company would be in a
pesition of harming competition by not allowing access. PPC
considered the Cempany's proposed wheeling policy to be flawed
and to fall short of mitigating the anpti-competitive nature of
the merger. .

PPC also moved to supplement the record with late-filed
exhibits,

III. APPLICABLE LAWS

Under RCW 80,01.040(3), the Washington Utilities and
Transportation Commission is authorized to regulate in the pablic
interest, the rates, services, facilities, and practices of
public utilities.

Chapter 80,12, RCW deals with transfers of property.
Specifically, RCW 80,12.020 provides that:

No public service company shall sell, lease,
assign o otherwise dispose of the whole or
any part of ite franchises, properties or
facilities whatsoever, which are necassary oOr
useful in the performance of its duties to
the public, and no public service company
shall, by any means whatsoever, directly or
indirectly, merge or consolidate any of its
franchises, properties or facilities with any
other public service company, without having
secured from the commission an order
authorizing it so to do: Provided, That this

Lz
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section shall not apply to &ny sale, leass,

Aassignment or other diaponnl of such

franchises, properties or aciliti{es to a

special purpose districe 85 -defined in RCW
. 36,96.010, city, eounty, or town.

Commisnion authorigation is required in order for a public
service company to, directly or indirectly, purchase, acquire, or
become the owner eof any of the franchiges, properties,
facilities, capital stocks or bonds of any other public service
company, RCW 80.12.040, WAC 480-143-010, The Commission must he
satinfied that the transsction is consistent with the public
interest. WAC 480-143-050. ' S

Matters relating to sacurities are governed by Chapter
80.08, RCW. As provided, in relevant part, in RCW 60,08.040:

Application for authorizatiss to issue such
stooks and stoek certificates or other
evidance of interest or ownershi + &nd bonds,
hotes or other evidences of ndebtedness
shall be made to the commission stating the
amount, c¢haracter, terms and Wrpose of each
proposed issgue thereof, an stating such
other pertinent details as the commission may
require.

To enable it to determine whether it will
issue such order, the commission may hold a
hearing and may make such additional inquiry
or investigation, and examine such witnesses,
books, papers, documents and contracts, and
require the filing of such data as 4t may
deem of agsistance. fThe commission may by
its order grant permission for the issuance
of such stocks or stock certificates or other
evidence of intersst or ownership, or bonds,
notes or other evidences of indebtedness in
the amount applied for, or in a lesser
amount, or not at all, and may attach to the
axercise of its permission such condition or
conditions as it may deem reasonable and
necessary.

Under RCW 80.08.130, in order for a public service
company to assume any obligation or liability as guarantor,
indorser, surety or otherwise in respect to the securities of any
other person, firm or corporation, when such gecurities are
Phyable at periods of more than twelve months after the date
thereof, it must firse gecure from the commission an order
authorizing it se te do, See also Chapter 480-146, WAC. The

13
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3. All motions consigtent with this decision should
be granted and all inconsistent motions should be denied.

QRDER
WHEREFORE, THE COMMISSION HEREBY ORDERS)

l, The proposed merger of PlcifiCOri’Mnina with and
into PacifiCorp Oregon with PacifiCorp Oregen to be the surviving
corporatioh, in accordance with an agreement and plan of
reorganization and merger among PacifiCorp Mainae, Utah Power 5
Light Complng (Utah Power) and PacifiCorp Oregon entered into en
August 12, 1987 (merger agreement) is approved.

' 2. The merged company is authorized and directed to
adopt taziff schedules and special service contracts of
PacifiCorp Maine, 4/b/a Pacific Power and Llight Company, for
service within Washington on file¢ with the Commissien and in
effect as of the effective date of the merger.

3. The Company is authorized to issue not more than

128,000,000 shares of its $3,25 par value common stock, not more
than 126,333 shares of its 5 percent preferred stock, not more
than 754,802 shares of its serial preferred stock, and not more
than 3,183,815 shares of ita no par serial preferred atock upen
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.

4. The Company is auvthorized to assume all
outstanding debt obligations of PacifiCorp Maine and Utah Power
at the effeactive date of the merger and the continuation or
creation of liens in connection therewith.

5. The Company is authorized to issue securities
under authorizations previously granted te PacifiCerp Maine by
the Commission, which authorizations have not yet been fully
utilized.,

6. The Company i{s required to submit the reports
spécified by staff witness Mr, Lott in his testimony, Exhibit 7-
14 at pages 5-7 and also set out in the body of this order.

7. The Company shall make a rate filing during the
month of April 1989, giving effect to Washington ratepayers their
allocated share of 859 million in projected first-year merger
benefits, to be adjusted as set out earlier in this order.

8. All meotions consistent with this decision are
granted and all inconsistent motions are denied.

L
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3. . On Beptember 17, 1987, PacifiCorp, 4/b/a Pacitic
Power L Light Cempany (PacifiCor Maine) and PC/UPLL Merging
Corp. (PacifiCorp Oregon) Jointly filed an application with the
Commisaion under the provisions of chapters 80,08 and 60.12 RCHW
for an order authorizing: (1) the nerger of PacifiCorp Maine
with and into PacifiCerp 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 §
Light Company (Utah Power) and PacifiCorp Oregon entered into on
August 12, 1987 (merger Agreement); (2) the issuance by
PacifiCerp Oregon of not morse than 128,000,000 shares of itg

$3.25 par value common stock, not more than 126,833 sharee of its

5 percent preferred stock, not more than 754,802 shares of ite
serial prefarred stock, and not more than 3,183,818 shares of its
no par serial preferred stock upon the sonversion of all out-
standing 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
at the effective date of the merger and the eontinuation or
creation of liens in connection therewith; and (4) the issuance
of securities by PacifiCorp Oregon under avthorizations
pPreviouely granted to PacifiCorp Maine by the Commission, which
authorizations have not yet been fully utilized.

4, Hearings were held on Decembar 1, 1987, Janvary 7
and 8, 1988, and February 23 and 24, 1968, after due and proper
notice to all interested parties,

5, The Company will make a rate £iling during the
month of April 1989 giving effeet to the first-year merger
benefits., Its Washington customers will be afforded their
allocated share of $59 million of Ahnual, total-company merger
benefits. The Commisaion finds this filing, as detailed aarlier
in this order, to be an appropriate methoed for the equitable
sharing the merger benefits with Washinaton ratepayers., The
Company agrees to reconvene the Jurisdictional allocation
committes with all involved states within six weeks after final
approval of the merger,

CONCLUSIONS OF LAW

1. The Washington Utilities and Transportatioen
Commission has jurisdiction of the subject matter and of the
parties to this proceeding,

2, The Commission concludes that the proposed merger
and the issuance of securities and assumption of obligations are
consistent with the public interest and should be approved.

16
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should remain cost-based, Furthermore, the design of rateg (i.a,
rate structure) should, to the extent pPoesidble, ¢onvey to

BYstem, and believes that any integration of the  powex supply
funotion for the tWo companies shoyld be: dene in a manner
consistent wieh Pacitic'sg least-cose Planning Process, now
getting under Vay. In the meantime, the Commisgion views
Pacific's cuprant dverage system costs as the appropriate basis

While thia Commission remaing concerned about transmis-
sion access issues, we Iecognize that thege matters involve
interstate commerce and are Ptoperly before the Pederal Enerqy
Regulatory Commission (FERC) , Having reviewad the Company's and
FYERC's proposed wheeling Policies, this Commission netas its
initial accord with the wheeling policy as modified by the PERC
2taff, We note that the Company hag Rccepted the modificationg
proposed by the FERC gtars ineluding the recognition of 'opfor-
tunity costs" becoming a part of the transmission ang wheeling
policy statement, In any event, we believe that the public
interest of Washington residents and utiliey Companies will be
Protected by the modified proposal and & falr resolution of
8bues can be reached by PERC, the Iegulatory agency with
Jurisdiction to decide these matters in any future proceedings, -

EINDINGS OF Facy

Having discusgeq in detail the oral and documentlry
evidence and having stated findings and conclusions, the Commjig-
s8ion now makes the following summary of facts. rortions of the
Preceding detailed £indings pertain Ng to the ultimate facts are
incorporated by this reference.

1.
Commisesion ig an Agency of the gtate of Washington vested by
atatute with authority to regulate rates, rules, regulations,
practices, agcounts, securities apnd transfers of pPublic service
Companies, including electric companies,

2, Pacificorp Maine, d/b/a Pacific Power and Light

VL Company, an applieane herein, i, engaged Iin the business of

b furnishing electric $arvice within the State of Washington as a
Public gervice company.
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f4ling of the application is covered in WAC 480-146~010, The
necessary information and exhibits for mergers are identified in
the WAC and are set forth in the required form of application,
see WAC 480-146-070 and 080. ~

v, ¢ N cL8st

: As set forth by the Commission in i¢ts First Supplemen-
tal Order, the Company demonstrated on this record that thare are
substantial econemies to be gained in the first five yesars of the
perger; it estimated sotal merger benefits of $48 million per

year in the first year, increasing to $158 million per year in
sha Fiffakh yonm. While wevegnisnliny shad ahena aws asbhiwmataa, aha

Commission notes the benefits to bc of subatantial magnitude,
The evidence establishing merger benefits was largely uncon-
tradicted. Thus, the Commission's concern was that Washington
ratepayers receive an equitable share of the benefite. Ve
requested and received additional information from the Company
and others, as indicated earlier in this order.

Based upon the record before this Commission, we
conclude that the merger is in the public interest and
accordingly approve the merger, with the requirements set forth
herein, and further approve the issuance of securities and
assumption of obligations as being in the public interest. The
Commission is satisfied with the Company's benefit-sharing
commitment to afford Washington ratepayers their allocated share
of the projected $59 million in merger benefits in its April 1989
rate f£iling. We accept the "tracker® filing as proposed by the
Company but agree with staff's concerns. The Company will be
sxpected to thoroughly support each element of the filing. We
further accept the Company's agreement to reconvene the jurisdic-
tional allocation committee with all involved states within six
weeks after final approval of the merger.

The Commission concludes that the general and monthly
regorting requirements as recommended by ataff are reasonable and
will require the Company to comply therewith.

The additional conditions suggested by the parties arxe
deemed unnecessary and are rejected. The Commission ip satisfied
that the record is complete and is a sufficient basis on which to
make a decision., Accordingly, the requests to supplement the
racord with late-filed axhibits are denied.

The Commission agrees with the distinction meade by
staff between revenue stability and rate stability. wWhile
revenue requirements will be affected by the pProposed merger,
should it oceur, the allecation of ocosts to customer classss and
rate design issues derive from considerations outside the realm
of this case, 1In particular, the Commission helieves that rates

L9
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9, Jurisdiction ig zaetained by the Washington
vtilities and Trans ortation Commission to effectuate the
provisions of this order.

DATED at Olympia, washington, and effective this /:ﬁhi_
day of July, 1988,

WASHINGTON UTILITIES AND TRANSPORTATION COMMIBSION

| | S A bl

SHARON L, NELSON, Chalirman
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