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WRITER'S DIRECT NUMBER:

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&LMerging 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,

RSC/dd
cc: All counsel of record

ROBERT S. CAMPBELL, JR.
Legal Counsel for PacifiCorp
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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,
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cc: All counsel of record

LAW OFFICES 1 11"" ?"`ti

ROBERT S. CAMPBELL, JR.
Legal Counsel for PacifiCor



ONE

JLIL.,15 Jgg

DEPORT THS WASHXNOTON UTXLITZES AND TRANSPORThTZON COMI48ION

XH THE MATTER OP THS APPLICATION )
OP PACXPXCORP (MAINS) TO XXRGZ )
WITH PC/UP4L MilRQZNO CORPe ) DOCKET NO. U 87-1338 AT
{PACXFXCORP ORIQON) AND TO X44UE )
SUCH SKCURXTXES ANQ ASSUME SUCH )
OSLIOATZONS AS MAY bE NECESSARy ) 83'COND SUPPLEMENTAL ORMR
TO EFFECT A NRRCKR WITH UTAH ) APPROVXÃG MCRGZR WITB
POWER a LZGIT COMPANY ) REQUIREMENTS
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ t ~ ~ ~ ~ )

I

NATURE OP THE PROCRSDINOS: On September 1I, l9$ 7,
PaCifiCOrp~ 5/b/a PiCifiC POWer 4 Light Ccmpany (PacifiCOrp
Maine) and PC/UPaL Merging Corp. (IacifiCorp Oregon) )ointly
filed an application with the Commission under th» praviaions of
chapters 80.08 and 80.12, RCW for an orde» authoriaingi (l) the
merger of PaeifiCorp Maine with and into PacifiCcrp Oregon with
Pacificorp oregon to be the surviving corporation, in accordance
with an agreement and plan of reozgani ration and merger among
Pacif i Corp Maine, Utah Po~er I Light Company (Utah Power) and
PacitiCorp Oregon entered into on August l2, l9ST (merger
agreement) 1 (2) the issuance by PacifiCprp Oregon of npt apace
than 128,000,000 shares af its $ 3.25 par value common stock, not
more than 126,533 shares of its 5 percent preferred stock, not
mox'e than 754,802 shares of its serial preferred stock, «nd not
more than 3,1.83,815 shares of its no par aerial preferred stock
upon the conversion af all outatanding shares ot 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 cf
PacifiCorp Maine and Utah Power at the ef fective date of the
merger and the continuation or creation af liens in connection
therewith'nd (4) the issuance of securities by PacifiCox'p
oregon under authorisations previously granted to Pscificorp
Maine by the COmmieeion, which autharizati,one 'have not yet been
fully utiliaed.

KggtXNQ8 s An initial hear ing was conducted pn Decem-
ber l, 19M. Hearings were thereafter held on January T,
January B, February 23 and February 24, 1988 before Chairman
Sharon I i Nelson, Commissioner Richard b. Casad& Commissioner
A. O' Pardini, and, Administrative Law Judge Elmer E. Cant ield ~

Members of the public were afforded an opportunity to testify,
All proceedings took place at Olympia& waahington.

APPEARANCE ~ The applicant &
also

refers'red

to as the
Company, was reprisented by george M. Galloway, Attorney,
Portland, Oregon. The commission staff was represented by
James R, Cunningham& Assistant Attorney General, Olympia. People
Of the State Of WaahingtOn were represented by RObert P.
Mani f03.d, Assistant Attorney General, Seattle. The fallowing

U I .' 1 U- W V
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DEPORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMI981ON

IN THE MATTER OF THE APPLICATION
Or PACITICORP ( MAINE ) TO MERGE
WITH PC/UP&L MERGING CORP.
(PACIFICORP OREGON ), AND TO ZRBUE
SUCH SECURITIES AND ASSUME SUCH
OBLIGATIONS AS MAY BE NECESSARY

TO EFFECT A MERGER WITH UTAH

POWER 4 LIGHT COMPANY
It .

DOCKET NO . U-87-1338-AT

SECOND SUPPLEMENTAL ORDER
APPROVING MEAGER WITS
REQUIREMENTS

NATURE OP THE PROCEEDING : On September 17, 1987,

Paci f iCorp, a ac is Power & Light Company ( PacifiCorp

Maine ) and PC/VP&L Merging Corp . (PacifiCorp Oregon ) ointly

filed an application with the Commission under the provis i ons of

chapters 80.08 and 80 . 12, RCW for an order authorizing : ( 1) the

merger of PacifiCorp Maine 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 & Light Company ( Utah Power) and

PacifiCorp Oregon entered into on August 12, 1987 ( merger

agreement ) ; (2) the issuance by PacifiCorp Oregon of not more

than 128,000,000 shares of its $ 3.25 par value common stock, not

more than 126,533 shares of its 5 percent preferred stock, not

more than 754 , 802 shares of its seria l 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 tome 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 at the

merger and the continuation or creation of liens in connection

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

Oregon under authorizations previously granted to PacifiCorp

Maine by the Coumnission , which authorizations have not yet been

fully utilized.

MMINRS: An initial hearing was conducted on Decem-

ber 1, 19 earings ware thereafter held on January 7,

January 8, February 23 and February 24, 1958 before Chairman

Sharon L. Nelson , Commissioner Richard D. Casad , Commissioner

A. J. Pardini , and Administrative Law Judge Elmer E. Canfield.

MembCXS of the public were afforded an opportunity to testify.

All proceedings took place at Olympia , Washington.

APPE RANGE : The applicant , also referred to as the

Company , was represented by George M. Galloway , Attorney,

Portland , Oregon . The Commission staff was represented by

James R . Cunningham , Assistant Attorney Genera l, Olympia . People

of the
Manifold

S tate
Assistants AttorneywGeneral,7rSeattle. The

following
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intervenora appeared & Bonneville Power Administration (SM) by
Thomas Miller and Wandy Roach, ht tot'neys p Portland

&
Oregon t

Public Power Counsel (PPC) by'udith k. Reatei and John C,
Ouadnola

&
Attorneys ~ Tacoma! Colorado River Energy Distributor s

Association (CRROh) by Jill h. Niederhauser and (jary A ~ Dodge,
Attorneys, Selt Lake City&Utah) and the Mashinyton PUG hssooia-
tion by Joel C. Mexkel& ACtorney& Seattle, Although Pacific
northwest Oenerating Ccepany (PROC) filed a Petition to Tntervenein'his mackerel nd appearance wae entered by PNcC and the
intervention petition was deemed abandoned.

IUMhQRV OF COMMISSION ORMR& The Commission approvee
the merger ind re~iree the Coipaoy to make a rate inkling which
we'll'fford Washington ratepayers their allocated share of a
pro)ected $ 59 million in first-year merger benefits. The Companywill be re~ired to make additional reports sa the Commission can
assure proper rata Levels in the future.

2 ~ POQXTIONS OF THE PARTZKS

The parties 'os~.tions were delineated in the F izst
Supplemental Order an4 for easy reference are again set forth
below.

1. C- i ~

The Company presented testimony fry David F. Bolenaer,
President of Pacif ic Power a I.ight Company &

Fredric D. Reed,
Senior Vice President i Rodney N, Boucher, Uice President of Power
Systems; and Dennis P. Steinberg& Pirector of Power Planninq.

On JLuyust XR&1987, Utah power and Light Company (Utah
Power) ~ PaoitiCorp Maine and PacifiCorp Oregon entered into an
agreement to merge Utah Power «nd Pacif iCox'p Maine into Paei fi-
Corp Oregon, a new Oregon corporation. is a x eau lt of the
merger, the Separate corporate existencee of PacifiCorp Maine and
Utah Power will cease and PaoifiCorp Maine, Utah POwer and
PacifiCorp Oregon w511 be a single corporation to be renamed
PacifiCorp. Following the merger, the two power systems of
PacifiCorp (Pacific Power and Utah Power), though having separate
boirds, will be operated and planned on a "single utility basis".
Under the Nervier aux'cement, the outstanding shares of common and
preferred stook of Utah Power and PacifiCorp Maine «ze to be
converted into shares of Paci!iCorp Oregon. Th» Company con-
tended that the merger is necessary to respond to the changing
environment, i.a. the increasingly intense competition faced by
~leotric utilitiea.

The Company highlighted the follqwinq benefits of the
mergers inoreasi.ng firm and nonfirm wholesale power sales&
facilitating the profitable disposition of available power

.v.
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intervenors appearedi BonnevAlle Power ' Administration (DPA) byMiller and Randy Raaeh , Attorneys , Portland;Public Power Counsel ( PPC) by Judith A. bearxi
, Oregon

and JohnGuadnola , Attorneys , Tacoma; Colorado River Bnergy Distributor,Association ( CRRDA ) by Jill ' A. Nisderhauser and Gary A. Dodge,Attorneys , Salt Lake City , Utahl and the Washington PUD Associa-tion by Joel C. Merkel, Attorney , SeattlNorthwest Generatin g Com an Although Pacific
in' this matter ,

no appearanceaCwass entr
e.edtby

PNG C land vaneintervention petition was deemed abandoned, t he

SU14MARY OF COMMISIBIOt ORDER, The Commission approversthe merger an regv res the Company to make a rate filing whichwt 117 afford Wash ington ratepayers their allocated share of aprojected $69 million in first-year merger benefits . The Companywill be required to make additional reports so the Commission canassure proper rate levels in the future.

X. PO ITION$ OF THE PARTIES

The parties ' pos;.tions were delineated in the FirstSupplemental order and for easy reference are again at forthbelow.

A. GM&XIV

The Company presented
President of Pacific

testimony from paved F. Holender,Power i Light Company; Fredric D. ReedSenior Vice President; Rodney M . Boucher , Vice President of PowerSystems ; and Dennis P. Steinberg , Director of Power Planning.
On August 12, 1967, Utah Power and Light Company (UtahPower), pacifiCorp Maine and PacifiCorp Oregon entered into anagreement to merge Utah Power and PacifiCorp Maine into Pacifi-Corp Oregon, a now Oregon corporation . As a result of themerger , the separate corporate existences of PacifiCorp Maine andUtah Power will cease and Paoifieorp Mains , Utah Power andPacifiCorp Oregon will be a single corporation to be renamedpacifiCorp . Following the men er, the two power systems ofPacifiCorp ( Pacific Power And Utah Power ), though having separateboards , will be operated and planned on a "single utility basis".Under the merger agreement , the outstanding shares of common andpreferred stock of Utah Power and PacifiCorp Maine are to beconverted into Shares of PacifiCorp Oregon . The Company con-tended that the merger is necessary to respond to the changingenvironment , t.e, the increasingly intense competition faced byelectric utilities.

The Company highlighted the following benefits of themerger: increasing firm and non ! irm wholesale power sales,facilitating the profitable disposition of available power

03
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Suppliea
& enhance fng the ability, through expanded inter-connec-

tions, to ta$ ce greater advantage of low cost power supplies which
are available in the ehort term but will likely not be available
in the long terms absent an early commitmenti allowing the merged
company to benefit from the diversity of f ts system& becausePacific fewer is a winter-peaking utility and Utah Power is a
sum@«r-peaking utility~ reducing system operating costs through
the integrated economic dispatch af generation; reducing system
reserve reef zements and improving system reliability; permitting
the eaneolidation ef duplicative activities& resulting in future
operating savings~ and providing enhanced opportunities for
employees of 'oth companies ~ . Other potential benefits include
reduced construction, economic development

&

adminf strat fve
oambinatione and manpower el f1 cienaf es.

The Company estimated savings in net power caste to the
merged company in the first year ta be $ 16,7 million and further
estimated total merger benefits to be $ 48 million per year in the
first year, inczeasing to $ 158 million per year in the fifth
year,

Utah ratepayers have been promised an immediate two
pgyg~t ~~geyqq~q,~~i) g,ypvy„gg .fin@„~q~ya8„gf
years. Nr. Solender explained that Pacf f f c Power was the
"suitor'nd felt Lt had to provide something to make the merger
happen. On the other hand, the Company did not propose a rat.e
reduction foz its tlashington customers, but did indicate an
intent not to seek an increase in Pacific Power's revenues in
Washington over the next four to five years. Pacific Power
serves over one hundred thousand ratepayers in the State of
Washington, The Company agreed to make a rate ff1ing with this
Commission during the second quarter of l9S9. The applicant did
not propose any change in Pacific Power's jurisdictional alloca-
tien methods and agreed to reconvene the )uzisdictional allo ca-
tion committee with all the states within six weeks after final.
a ppr oval ot the merger o

The applicant argued that the merger is in the public
interest and requested that the Commission approve the merger and
authorise the issuance nf the specified securities and assumption
of obligations and further authorise the adoption of tariff
schedules and special service contracts and the transferring of
Commission authorfsatians and approvals for issuance of
securities.

S. Ccmefos4.an Staff
The staff presented testimony from 8erton R. glott, ~TC

Revenue Reguirenents Specialist, Kenneth L. E2gfn and Bruce
Folsom, MUTC Utilities Rate Research specialists.

1. :.r. `%.
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Supplies) enhancing the ability, through expanded inter-connec-tions , to take greater advantage of low coat power supplies whichare available in the short term but will likely not be availablein the long term, absent an early commitment, allowing the mergedcompany to benefit from the diversity of its system , becausePacific Power is a winter -peaking utility and Utah Power is asummer -peaking utility; reducing system operating costs throughthe integrated economic dispatch of generation; reducing systemreserve requirements and improving system reliability ; permittingthe consolidation of duplicative activities, resulting in futureoperating savings ; and providing enhanced opportunities foremployees of-both companies . Other potential benefits includereduced construction, economic development , administrativecombinations and manpower efficiencies.

The Company estimated savings in net power costs to themerged company in the first year to be $16.7 million and furtherestimated total merger benefits to be $48 millionfirst year , increasing to $158 million per year in ft
year. per year in the fifthh

Utah ratepayers have been promised an immediate two26f5%qt riff rellsir V.+ 0giDefgaAeVavafaaf^ib u^Lr m f t?bi'years . Mr. Dolender explained that Pacific Power was the"suitor" and felt it had to provide something to make the mergerhappen. On the other hand , the Company did not propose a ratereduction for its Washington customers , but did indicate anintent not to seek an increase to Pacific Power ' s revenues inWashington over the next four to five years . Pacific Powerserves over one hundred thousand ratepayers in the State ofWashington. The Company agreed to make a rate filing with thisCommission , during the second quarter of 1989 . The applicant didnot propose any change in Pacific Power's jurisdictional alloca-tion methods and agreed to reconvene the jurisdictional alloca-tion committee with all the states within six weeks after finalapproval of the merger.

The applicant argued that the merger is in the publicinterest and requested that the Commission approve the merger andauthorize the issuance of the specified securities and assumptionof obligations and further authorize the adoption of tariffschedules and special service contracts and the transferring ofCommission authorizations and approvals for issuance ofsecurities.

3. Co ni$s on Staff

The staff presented testimony from Merton R . Lott, WUTCRevenue Requirements Specialist, Menneth L . Elgin and Bruce W.Folsom , WUTC Utilities Rate Research Specialists.



gn its hrfef, the staff seriously questioned whether
the merges would provide any heneffts tc Ãashfngton ratepayexs
and argued for tha rejection o! the merger- A', Elgin pointed
out that the premium ovez'ook to be paid 5y Pacific Power to
Qtah shareholders virtually forecloses any real opportunity to
pass merger synergkes to Pacific Power''s custcmers.

Staff argued Ln the alternatfve that ff the merger and
attendant financing are approved, the Commission should condition
approval on (a) concurrent filing of tariffs giving effect to an
overall ravenue reduction of 44,036 million& spread across all
rate classifications on a uniform cents/mills per Rtlowatt-hour
basis and tb) reparting re~is'ements as specified by Nr. Lott.
In his testimony& Ixhibit T-L4 pages $ -7&N'. glott recommended
additional reporting be required as followers

With ! espect to geneial reporting, the
inclusion of Utah will recpire that a total
PacifiCorp income statement and balance sheet
be provided, such statements to include the
Utah division. These statements will then
have to be split between the two operating
divf s fons ~

Staff sees s .need to have PacifiCorp's
corporate costs shown in a separate report.
Further, the charges to the subsidiaries and
allocation between the operating divisions
should he provided a?ong with the appropriate
allocation to washington. Sheaf f would
further request that this data be provided
hfstorfcal,ky, on a monthly basis& starting
with January IS87.

Xn addition to the foregoing& the following
reports should be regufredi

&1) A monthly report listing the changes or
additions to Paci f ic ' 1989 cons true thon
budget referred to on page two of 8r. Reed'a
exhibit Mo. i, This report should include
the reason for each major change or addition.
This report should also be provided beginning
January l981.

(0) On a monthly basis any changes to
Utah's lSB1 long term construction budget ~

Thf s report shoul& also include the reason
for each change.

Page 4
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In its brief , the staff seriously questioned whether

the merger would provide any benefits to Washington ratepayer`
Elgin pointed

and argued for the rejection of the merger. Mr.

out that the premium over book to be paid by Pacific Power

Utah, shareholders virtually forecloses any real opportuni ty to

pass merger synergies to Pacific Power's customers.

Staff argued in the alternative that if the merger and

attendant financing are approved , the Commission should condition

approval on (a) concurrent filing of tariffs giving effect to an

overall revenue reduction of $4 . 036 million , spread across all

rate classifications on a uniform cents /mills per kilowatt-hour

basic and ( b) reporting requirements to specified by
.

Zn his testimony , Exhibit T-14, pages 5-7, Mr. Lott recommended

additional reporting be required as lollowei

with respect to general reporting, the
inclusion

income
Utah twill

atementuand balance sheet
PitcifiCtiCorpPa
be provided, such statements to include the

Utah
have toe beosplithbtweentthentwowoprating

divisions.

Staff sees a need to have pacifiCorp's

corporate costs shown in *separate report.

Further, the 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 this data be provided

historically, on a monthly basis, starting

with January 1987.

to addition to the foregoing , the following

reports should be required:

(1) A monthly report listin the changes or

additions to Pacific ' s 19 8 1 c onMtruRcti n

budget referred to on page two of

exhibit No. 4. This report should include

the reason for each major change or addition.

This report should also 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 mete any combinations of «ny systems orplans& such as those mentioned on pages i a 5of Exhibit No. I. This report shouldindicate anticipated savings as a result ofthe combination for each of the operatingdivisions.

(4) A monthly report relating to 00050$ 4c
development within the Pacific and the Utah
Divh.sion, ta which Mr- Reed refers in Exhibit
4, Note 3. All benefits of economic develop"
ment should be detailed in terms of increased
load, and associated revenues and costs.

(5) A monthly report indicating the total
manpower level of Pacif iCorp. This report
should indicate the number of employees in
each operating division and the number of
employees in the corporate department i This
information should be, provided historically,
since January l907, for Pacific and the
corporate d epar tment. This report shouldinclude the number of terminations and new
hires. Further& a listing of positions
eliminated or created should be included ~

Total cost savings associated with a reduc-
tion fn work force should he 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 ' rate stability commit-
ment" was an illusion and recommended that Washington ratepayers
get the benefits immediately as in the case of the Utah
ratepayers ~ Zf the Commission were to approve the merger without
requiring the concurrent tariff filing effecting a $ 4.035 million
reduction~ staff argued for the reporting requirements as
speci f ied by Nr. I ott, as well as a clear statement by the
Commission that "rate stability" means that any increase to anyclass of service would constitute a violation of the rate
s tabi 1 ity commitment, but that the Company may fi le such reduc-
tions as it deems apprpr jate, sub)ect to approval of the
Commission.

C. Pub li c Counaek

Public Counsel presented testimony from Jim lazar, a
oonsultihg economist. Public counsel did not take a position on

DOCRST NO. V-87-l33$-AT

(3) A monthly report indicating Whether
there were any combinations of any systems or
plans , such as those mentioned on pages 4 & d
of Exhibit No. 4. Thi s report should
indicate anticipated savings as a result of
the combination for each of the operating
divisions.

(4) A monthly report relating to economic
development within the Pacific and the Utah
Division, to which Mr. Reed refers in Exhibit
4, hots 3. All benefits of economic develop-
ment should be detailed in terms of increased
load , and associated revenues and costs.

(6) A monthly report indicating the total
manpower level . of Pacificorp . This report
should indicate the number of employees in
each operating division and the number of
employees in the corporate department. This
information should be, provided historically,
since January 1967 , for Pacific and the
corporate department . This report should
include the number of terminations and new
hires. Further , a listing of positions
eliminated or created should be included.
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.

Page 5

Staff argued that the Company ' s rate stability "commit-
ment" was an illusion and recommended that Washington ratepayers
get the benefits immediately as in the case of the Utah
ratepp e'ere . If the Commission were to approve the merger without
requiring the concurrent tariff filing effecting a $4.936 million
reduction , staff argued for the reporting requirements 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 approval of the
Commission,

C. Publip -Counsel

Public counsel presented testimony from Jiro Lazar, a
consulting economist. Public counsel did not take a position on
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whether oc not the Commission should approve the merger, hut
argued that Xf the merger is approved, the benefits of the merger
should be shared with Washington ratepayers at once. Nx. Easer
calculated the estimated first year benefits allocable to
Pacific's washington )urisdiction at $ 4,2 million,

Public counsel argued that if th» Commission approves
the merger, it should he subject to two conditions:

(1) Pact.ff.e «hould file for an overall reduc-
tion in rates in Mashihgton ccl1Nheneuroto
with the fix'st year claimed benefits of the
merger& approximate~.y $ 4,2 million, ¹nd

(2) sufficient zeporting and ravt,aw procedures
should have been agxeed upon.

Xn its bx'4et& publio counsel moved for the admission of
a'late-filed exhibi,t.

1ublic towez Counc;il.

Publ.ic Power Coun el, 1 (PPC) presented testimony from
Lon L. Peters, Senf,er Economist and William K. Drummond, Staf f
Economist. PIC argued that there were no demonstrable benefits
of the merger that will accrue to Qashington ratepayazs. Xt
pointed out that there was insufficient evidence zegax'ding the
merger ' impact on SPA Exchange Cxedit s and that increases in
NaShingtOn rrtapayeZS'OStS Were pOSSible. PPC Supported aS a
condition for approval, that Sntracompany transactions not be
used as a vehicle to shift costs from non-exchanging tc exchang-
ing )urisdictions. PIC raised concerns about the Company's
formation of a generation and transmission subsidiary and argued
for a condition prohibiting the formation of such ox any other
cor por at e fox'm tha t shields or removee purchased power

transa-

ctionss fram regulation.

PIC taised ooncezns about the control the merger would
give the combined utility over the txansmission system and the
resulting impact of transmission 'bott1enecks'n Washington
ratepayers. Zt was argued that access to the merged company's
transmission facilities is the key factor bearing upon the effect
the mer ger could have on competition Ln bulk power markete ~

Since transmission access will be addressed by the Federal Energy
R egu l a tory Commi s s ion ( FIRC ), PP 0 r e commended the t the MUTC
withhold a final decision pending FERC s decision. PPC further
argued that the merger would cause additional administrative
burdens for the Commission and urged the Commission to defer
final merger approval until ¹ll allocation problems have been
adequately addressed.
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Whether or not the Commission should approve the men er
argued that if the merger is approved, g , butshould be shared with Washington ratepayers eatf onee.f tom,

merger
Lazar

calculated the estim a ted first -year benefits allocaba to
Pacific ' s Washington jurisdiction at $4 ,2 million.

Public counsel argued that if the Commission approves
the merger , it should be subject to two conditions:

(1) Pacific should file for an overall raduc.tion in rates in Washington commensuratewith the first year claimed benefits of themerger , approximate ly $4.2 million, and
(2) sufficient reporting and review proceduresahoul. d have been agreed upon.
In its brief , public counsel moved for the admission of

a.-late- filed exhibit.

D. Publ c Power C u

Public Power Council ( PPC) presented testimony from
Lon L. Peters , Senior Economist and William K. DrummondEconomist. PPC argued that there were no demonstrable benefits
of the merger that will accrue to Washington ratepayers. It
pointed out that there was insufficient evidence regarding themerger ' s impact on SPA Exchange Credits and that increases in
Washington ratepayers ' costs were possible . PPC supported as a
condition for approval , that intrecompany transactions not be
used as a vehicle to shift costs from non-eing jurisdictions . PPC raised concerns aoutithetCompany'sformation of a generation and transmission subsidiary and argued
for a condition prohibiting the formation of such or any othercorporate form that shields or removes purchased power trans--actions from regulation.

PPC raised concerns about the control the merger wouldgive the combined utility over the transmission system and theresulting impact of transmission " bottlenecks " on Washingtonratepayers . It was argued that access to the merged company'stransmission facilities is the key factor bearing upon the effectthe merger could have on competition in bulk ower markets.Since transmission access will be addressed by the Federa l EnergyRegulatory Commission ( PERC ), PPC recommended that the WUTCwithhold a final decision pending F'ERC's decision . PPC furtherargued that the merger would cause additional administrativeburdens for the Commission and urged the Commission to deferfinal merger approval until all allocation problems have beenadequately addressed.



Page 7

for the abave reasons& PPC argued that the merger
should he disapproved. Qowever, should the Commission approve
the merger& in ahdition to the above-recammended canditions, PPC
urged that the approval be subject to". (a) the understanding
that future integration of the two divisione'ate bases ii a
merger-related activity and thus cannot result in a rate increase
to any oonsumers Ln %ash{,ngtonr (b) the understanding that future
)uriadictional allocations will not result in rate increases
beyend what they would have been without the merger; (c) records
being maintaine4 and periodically provided to the COmmisiion
showing all components of actual costa of transactions between
the 4ivisione ~ regardless of how transactions between the
divisions are booked~ and (d) the ratepayer a being guaranteed at
1aast the benefits claime4 by the hpplicants prior to any
benefits being recognised by the shareholderI,

I. Colorado Rives'nergy 5istributor6 Assoc. (cREPA)

CRENA presented testimony from Curtis K. Ninterfeld,
Executive Engineer with R. W. Reck and Associates. CREDA opposed
the merger and argued it could have the following 'detrimental
effect,s on CORDA eesLbers an4 affiliated systems, as well as on
other utilities and entities in the western United States& (a)
reduction of available transmission through the combined Utah
Power/Pacf.fic Paver system for both purchases and sales to third-
party aysteist (b) Limitation of effective regulatory oversight
regarding the structure of transactions and rates offered hy the
merged company in entering new wholesale and retail markets; and
(c) impairment af competition among western utility systems fax
wholesale and retail markets, and other anticompetitive effects ~

'P. Bonnevil1e Power Administration (BPA)

SPA presented testimony from Nark L. Roberts, its Chief
of the Exchange» Program Branch, Qiviaion of Finance and Budget.
Hr. Roberts described the Residential Exchange program and
identified Average System Cost (ASC) issues and concerns relevant
to the proposed merger.

Nr. Roberts testified that allocation of the merger
benefits between Pacific Power and Utah Power would reduce ASC-
related resource costs «nd, therefore, the ASC. He further
pointed out that this reduction in ABC would lead to a reduction
in ASC benefits received by Pacific power and Utah Power from the
Residentiaj. Exchange program over what would have been received
absent the merger. Based on assumptions outlined in his testi-
mony, Mr. Roberts calculate& that the allocatian of the merger
benefite could lead to a combined reduction in Residential
Exchange program payments of 05.6 million. He vent on to point
out how these reductions would affect other utilitiesy i e ~

reductions in the amount of the aggregate subsidy SE'A pays will

DOCRB'f NO. D G7-.JSe-AT
'Page 7

per the above reasons , PPC argued that the vergershould be disapproved . Idowever , should the Commission approvethe merger , in addi tion to the above -r.ccm^nended conditions ?Pcurged that the approval be subject to; (a) the underetai^dingthat future integration of the two divisions ' rate bases ie amerger-related activity and thus cannot result in a rate increaseto any consumers in Washington ; ( b) the understanding that futurejurisdictional allocations will not result in rate increasesbeyond what they would have been without the merger ; ( c) recordsbeing maintained and periodically provided to the Commissionshowing all components of actual costs of transactions betweenthe divisions , regardless of how transactions between thedivisions are booked; and (d ) the ratepayers being guaranteed atleast the benefits claimed by a pplicantsbenefits being reobgniaed by the shareholders,
Prior to any

a. clot do River Energy Distribvtor8 Assoc . ( CREDA)
CREDA presented testimony from Curtis K. Winterfeld,Executive Engineer with R. W. Deck and Associates. CREDA opposedthe merger and argued it could have the following detrimentaleffects on CREDA members and affiliated systems , as well as onother utilities and entities in the western United States: (a)reduction of available transmission through the combined UtahPower/Pacific Power system for both purchases and sales to third-party systems ; ( b) limitation of effective regulatory oversightregarding the structure of transactions and rates offered by themerged company in entering new wholesale and retail markets; and(c) impairment of competition Among western utility systems forwholesale and retail markets , and other anticompetitive effects.

F, Bonneville Power Admini s tration SPA)

SPA presented testimony from mark L. Roberts, its Chiefof the Exchange Program Branch , Division of Finance and Budget.Mr. Roberts described the Residential Exchange program andidentified Average System Cost ( ABC) issues and concerns relevantto the proposed merger.

Mr. Roberts testified that allocation of the mergerbenefits between Pacific Power and Utah Power would reduce ABC-related resource costs and, therefore , the ABC . He furtherpointed out that this reduction in ABC would lead to a reductionin ABC benefits received by Pacific Power and Utah Power from theResidential Exchange program over what would have been receivedabsent the merger . Based on assumptions outlined in his testi-mony , Mr. Roberts calculated that the allocation of the mergerbenefits could lead to a combined reduction in ResidentialExchange program payments of $6 . 6 million . Be went on to pointout how these reductions would affect other utilities , i.e. thatreductions in the amount of the aggregate subsidy NPA pays will
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pximarily lead to reduction8 te ISA'I Ptiorf.ty Firm (P'F) paverrate to the benefit of utilities and ratepayers.

Aside from raising the above 'issues and concerns'PAdid not take a position on whether the Commission should orshould not approve the proposed merger.

0. N~hineton FQD Association

Th» washington PUD Association participated Ln thehearings and cross-examined witnesses, but did not present anytestimony oi'ubmit a brief.

XZ. QUPPLRNRNTJQ POSITIONS

Zn ita First Supplemental Order& the Commission
expx'eased concerns about the sharing of merger benefits andtranimission aoeesa. AdditionaI information vaa required by the
Commission and the fol,lowing parties responded.

Coeeanv

Xn ita supplemental bx ref, the Company committed to
make a rate filing with this Commission during the month of hpril
l989 kf the merger is consummated during l988, In this filing,
Washington customers will he afforded their allocated share of&kCpa agartaa COO SllLIL1tl 0( Shhull i +Olek ring vieg iay~ibenefits. This merger benefit figure represents the addition of
one half of the Company's pro)ected first-year merger benetita
($ 24 million} and one half of projected second"year mergerbenefits ($ 3i million), thereby corresponding to expected mercer
benefits during the first 12 months the new rates vill be in
effect.

As a "tracker'iling& the only other proposed changesin the Company'a Washington prices are thats (l) the results will
be ad)usted to reflect the impact of changing from Phase IXI to&hase IV of the revised inter-Jurisdictional al.location
mstho4ology (2) the amortisation of deferred price decreases
arising fxom Vocket No. U-87-lS13-T (Schedule 94) vill be
co@eluded and (3) increased coats associated with the addition ofpollution control ecguipment at the Jim aridgez'lant will bereflected ~ No change in rate spr ea4 or rate design will ba
pxoposed in this filing, The Company reiterated its commitmentto not seek any increase in washington revenue requirements
through 1992.

The Company submitted ita proposed wheeling policy aa
presented in the F ederal Knox gy Regulatory Commission (P~~~)
proceedinga related tO the merger, Under the propoaed wheeling
policy& the merged company ia committed to provide utilitiea firm
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primarily load to reductions to 8PA ' s Priority Firm ( PP) powerrate to the benefit of utilities and ratepayers.

Aside from raising the above issues and concerns, BPAdid not take a position on whether the Commission should orshould not approve the proposed merger.

d. ,ihington POD Association

The Washington POD Association participat ed in thehearings and cross -examined witnesses , but did not present any
testimony or submit a brief.

II. SUPPLEMENTAL POSITIONS

In its First 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.

11
In its supplemental brief , the Company oomn+itted to

make a rate filing with this Commission during the month of April
1989 if the merger is consummated during 1988 . In this filing,
Washington customers will be afforded their allocated share of
t)s . pW*J4& w % A ItZO w%L1J10t+ of • w+hwrx, venal e*vmr .... j ...^.^...
benefits . This merger benefit figure represents the addition of
one half of the company ' s projected first-year merger benefits
($24 million ) and one half of projected second-year merger
benefits ($ 3S million ), thereby corresponding to expected merger
benefits during the first 12 months the now rates will be in
effect.

As a "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 inter - jurisdictional allocation
methodology ( 2) the amortization of deferred price decreases
arising from pocket No. U-87 -1513-T (Schedule 94) will be
concluded and (3 ) increased costs associated with the addition of
pollution Control equipment at the Jim Bridger plant will be
reflected . No change in rate spread or rate design will be
proposed in this filing . The Company reiterated its commitment
to not seek any increase in Washington revenue requirements
through 1992.

The Company submitted its proposed wheeling policy as
presented in the Federal Energy Regulatory Commission (FERC)
proceedings related to the merger . Under the proposed wheeling
policy, the merged company is committed to provide utilities firm



wheeling within "Zntegrated Service Areas'a a matter ot course
and requests for fire wheeling into ez through such service areas
are to be considered on a ease-by-case basis with reference to
certain stated factors. Mon-firm wheeling is to be provided to
signataries to the Tntex-Company Pool (ZCP) hgreement (which
includes washington Water Power Company and Puget Bound Power and
Xight Company) and the western systems Power Pool Agreement,.
Q l so f the merged company wi 1 1 be wi lling to negotiate sepax ate
non-firm wheeling agreements which equitably ahare transaction
benet its among the buying, selling and wheeling utilities. The
Company pointed out that the most notable aspect of the Proposed
wheeling policy is its xecognition of "opportunity costs fox
pricing certain firm transmission services. The proposed
wheeling policy x ecognires FgRC'a )urisdiction over complaints
from utilities concerning the merged company's application af the
wheeling policy. As outlined by th» Company in its supplemental
brief, some changes in the wheeling policy were proposed by the
PE5C staffs Though some differences exist in the proposed
wheeling policies, the Company aclcnowledged that, in large
measure, it did not particularly object to the changes proposed
by the Flic staff.

Concerning the effect ot the proposed wheeling policy
on other Washington utilities, the Company pointed out that the
principal means of tx¹nsmission access to California and desert
SOuthweet marketS iS by W¹y Of the PacifiC NcrthW¹St/PaoifiC
Southwest Intertie (Intertie) and argued that neither the merger
nor the proposed wheeling policy will have any material effect on
washington utilities'ccess to the Intertie. Xt wss pointed out
that Paoific's 300 megawatt Zntertie entitlement is already
dedicated to existing long-term firm sales and that in any event
Pacif ic is precluded by contract with the Bonneville Power
Admini¹tratian (BanneVille) fram pCOViding Intertie Wheeling fez
othexs; any unused portion of Pacific'e Intertie entitlement
would revert to Bonneville. The Company further pointed out that
Washington utilities have no dixect access to the existing Utah
Power transmission system in that they would f$.rst need to obtain
wheeling from either the zdaho Power Company or 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
proposed wheeling policy will have a de minimus effect on the
ability of Washington utilities to access Calif ox'nia 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.

uF
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Commission Itaff
The Commission statt submitted a supplemental brief

wherein it withdrew its objections to tha mergax in view of the
Company's supplemental information, which staff considered to be
responsive to staff's principal concerns. The staff continued to
request the reporting requirements specified by Mr. Lott in his
testimony as the only way the Commission can reasonably assure
proper rate Levels.

The time frame of the Company's filing and its speoifio
content were aaoeptable tb the "Commission staf f Zt was staf f .'

understan4ing that of the 059 million in merger benefits, 5S
percent, oz 034.22 million would be assignable to the Pacific
division, and that of that amount, l4.5 percent, or 04.96 million
would be afforded to Mashington customers. Staff considered that
the Company's proposed rate filing represents a '«hazing" of the
first-year benefits.

Concerning the proposal to ad)ust the xesults to
reflect the impact of changing from Phase SIX to Phase IV of the
revised inter -)uzisdictional allocation methodology, staff
concluded that the April 1999 filing date would not appear either
to be inconsistent with the intent of the Commission's order in
cause No, Q-86-02, which appxoved the modified allocation
procedure& or constitute an unconscionable delay in giving effect
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 fram Docket No.
U-S7-l5l3-T (Schedule 94) be concluded ~ Sama concern was
oxpz'essed ~ however

&

about the proposal to reflect increased costs
associated with the addition of pollution control equipment at
the Jim Sridgez plant~ staff was reluctant to consider this
sisable rate base L,tee as a pxoper element of a tracker', but
did acknowledge that bringing a pro)eot of this magnitude on line
would normally create pressure for a rate increase. Zn its
reluctant acceptance of this srjdqer pollution control proposai,
stat f emphasised that this plant must be in service, «ince to
recognise it in rates prior to that time would be a violation of
Washington Supreme Court decisions. However staff argued that
the implementation of the merger benefits not be delayed should
the Company enoounter delays in getting tb» sridger facilities in
service. Zn any event, staff suggested that the revenue require-
ment (positive or negative) associated with each of these
elements be identified and thoxoughky supported in ax'der to
meaningfully evaluate the filing and also as a guard against any
hint of gamesmanship.

%hi),e noting the favorable wholesale market aspects
pacific Power may en)oy as a result of the merger, possibly
the detriment af other washington investor-owned utilitiesi the

W . I_
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brief of the, Commission ¹taf f remained s ident on the issue of
transmission and noted that transmission issues axe duly before
tERC, the regulatory agency having )ur5¹diction to decide the».

C. Public Power Council

Zn its supplemental brief
&

PPC again expressed apposi-
tion to th» proposed merger ~ Xt argued that the merger would
harm the bul)c power market of the western Systems Coax 4inating
COunc51 (WICC) and ita washington member utilitiea. The concern
was'.raised that the mergex might not ba consummated during l988,
so PPC argued that there is no guarantee that Naahinqton
ratepayers vill reaaive an equitah},e share of the benefits since
the Company ' oommitment to an April l989 rate filing vas
contingent on merger consummation during 190S.

Pointing to the maxged company'a oontrol of trans'.s-
aion access from the northwest into the Southwest

markets�

, PPC
argued that, the merger would have anti-competitive impacts on
Haahington utilities in that they all depend on others for
access. The concern waa that the merged company would be in a

position of harming competition by not allowing access. PPC
cons idex ed the Company ' proposed wheeling policy to be flawed
and to fall short of mitigating the anti-competitive nature oZ

the merger.

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

XZZ. APPLICMXK LAWS

Under RCN 80,0l. 0i0 { 3), the Washington Util i.ties and
Transportation Commission ia authorised to regulate in the public
interest, the rates, services, facilitiea, and practices of
public ut5lities.

Chaptar BO ?2, RCl deals vith transfers of propertY-
Specif5cally, RCM 80.12.020 provi4es that:

No public service company shall ael1( laaaei
assign o» otherwise dispose of the whole or
any part of its franohisea, properties or
facilities vhataoever, vhich axe necessary or
useful in the performance of ita dutiea to
the public, «nd no public service company
sha]1i by any means vhatsoever, directly or
indirectly, merge or consolidate any of its
franohiseai properties or facilitiea with any
othex'ublic service company, without having
secured from the commission an order
authori¹5ng it so to do: Provided, That this
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brief of the. Commission staff remained silent on the issue of
transmission and noted that transmission issues are duly before
PERC, the regulatory agency having jurisdiction to decide thew.

c Power CouncilC. PubL-

In its supplemental brief , PPC 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 ( WICC ) and its Washington member utilities . The concert
was .raised that the merger might not he consummated during 1968,
so .PPC argued that there is no guarantee' that Washington
ratepayers will receive an equitable share of the benefits since
the Company ' s commitment to an April 1989 rate filing was

contingent an merger consummation during MS.

Pointing to the merged company ' s control of transmis-
sion access from the Northwest into the 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
position of harming competition by not allowing access. PPG
considered the Company ' s proposed wheeling policy to be flawed

and to fall short of mitigating the anti-competitive nature of

the merger.

PFC 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 public

interest , the rates , services, facilities , and practices of

public utilities.

Chapter 80.12, RCW deals with transfers of property.

Specifically, RCW 80.13 . 020 provides that:

No public service company shall sell, lease,
assign at otherwise dispose of the whole or
any part of its franchises , properties or
facilities whatsoever , which are necessary or
useful in the performance of its duties to
the ublic , and no public service company
shalpl , 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
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soot5on shall not apply to any eale, lease,
tssignmenC or other disposal of such
fx'onchises& properties oa'acilities to a
«pecia1 purpose district as defined in RCM
35,06.010& city'Ounty& or town.

Commission euthosisation 5s zequ5red 5n order for a public
service company to, directly or indirectly, purchase, acquire& or
become the owners'f any of'h1 franchises, propert.ice,
tacilities, capital stocks or bonds of «ny other public service
company, RCÃ 10.12.040, %AC 4$ 0-14)-010. The Commiss5on must be
satisfied that the transaction 5a consistent with the public
interact. MAC 480-X43-050.

Matters relating to securities are governed by chapter
80.08. RCW. Aa provided, in relevant part, in RCW

40,08.040'ype'ication

for «uthorisatian to issue such
stocks and stoa)c certificates or other
evidence ot interest or cwn1rahip& and bonds(
notes or other evidences of indebtedness
shall be made to the commission stating the
amount, character, terms end purpose of each
proposed issue thereot, en8 stating such
other pertinent details es the commission may
roquire ~

To enable it to determine whether it will
iaeue such order, the commission may hold a
hearing and may make such additional inquiry
or investigation, and examine euch witneaaesi
books p papers &

4ocuments and contracts, end
require the filing of such data as it may
deem of'ssistance. The commission may by
ite order grant permission for the issuance
of such stocks or stock certificates or other
evidence ot interest or ownership& or bonds&
notes or other evidences of indebtedness in
th1 amount applied for, or fn a lesser
ambunt, ax not at all&and may attach to the
exercise at its permfssion such condition or
conditions as it may deem reasonable and
necessary.

Under RCM 80.08.130 in order for a public service
company to aisume any obiigation or liability as guarantors
indorser, aux'et@ or otherwise in respect to the securities of eny
other person, firm or corporation, when such securities are
payable at periods ot more than twelve months after the date
thereof, it must first secure from the commission an order
author i zing 5 t so to da. See alao Chapter 480-145, MAC. The
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Section shall not apply to any sale , lease,assignment or other din omal of suchfranchises, properties or facilities to aspecial purpose district as-defined in RCw36,06 .010, pity , county , or town.

Pale 12

Commission authorisation in requi red in order for aservice company to, publicdirectly or indirectly , purchase , acquire, orbecome the owner of any of the franchises , properties,facilities , Capital stocks or bonds of any othex.public servicecompany, RCW 90 . 12.040 , WAC 480-143 - 010. The Commission must besatisfied that the transaction is consistent with this publicinterest . WAC 480-113050.

Matters relating to securities are governed by Chapter80.08 , RCW. As provided , in relevant part, in ACW $0.08.040s

Application for authorisation to Issue suchstocks and stock certificates or otherevidence of interest or ownership, and bonds,notes or other evidences of indebtednessshall be made to the commi s sion stating theamount, character, terms and purpose of eachproposed issue thereof , and stating suchother pertinent details as the commission mayrequire.

To enable it to determine whether it willissue such order , the commission may hold ahearing and may make such additional inquiryor investigation , and examine such witnesses,books, papers , documents and contracts, andrequire the filing of such data as it maydeem of assistance . The commission may by
its order grant permission for the issuanceof such stocks or stock certificates or other
evidence of interest or ownership, or bonds,notes or other evidences of indebtedness inthe amount applied for, or in a lesseramount , or not at all , and may attach to theexercise of its permission such condition or ,conditions as it may deem reasonable and
necessary.

Under RCW 80.08 . 130, in order for a public servicecompany to assume any obligation or liability as guarantor,Indorser , surety or otherwise in respect to the securities of anyother person , firm or corporation , when such securities arepayable at periods of more than twelve months after the datethereof , it must first secure from the commission an orderauthorizing it so to do . See also chapter 480-146 , WAC. The
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S. heal motions coniiitent with this decision should
be granted and all incan ~ostent motions should be denied.

WHEREFORE» THX QWNXSSXOH HE'REST ORDERS 5

l. The pZOpa¹ed merger Of PacifiCOry Maine with andinto PacifiCozp Ozeyon with PacifiCorp Oregon to be the surviving
corpcrat5an» in aCCOrdanoa with an aqZeement and plan Of
reorgan5¹ation and merger among PaaifiCorp Maine Utah Power kLight Company (Utah Power) and PscifiCazp Oregon entered into on
August l2» l08T tmergex agreement] is approved.

2. The Nezged company 51 «uthorised and directed to
adopt tariff schedules and especial service contracts ofPacifiCorp Maine» d/b/a Pacific Power and 55(ht Company, for
service within Washington on file with the Commission andeffect as of the effective date of the merger.

3. The Company is authorised to issue not moze than
128, 000, 000 shares of its 83. 25 par valu ~ common stack, nat mor e
than l26»533 shares of its 5 percent preferred stock» not more
than 754 802 Ihares of its aerial pzeferred stock» and not more
than 3»183,815 shares of its no par serial preferred stock uponthe conversion of all outstanding shares oi common and preferred
Stock Of PaCifiCOZp Maine and Utah POWer in aCCOrdanCe With the
terms of the merger agreement.

4. The Company 5¹ authorized to assume all
outstanding debt obligations of PacifiCorp Maine and Utah Power
at the effective date a! the merger an4 the continuation or
creation of liens in connection therewith.

5. The Company 5¹ authorised to issue securities
under authorizations previously granted ta PacifiCorp Maine bythe Commission» which authoz5Iations hava not yet been fully
utilisedo

6. The Company ii xequire4 tp submit the reports
sphcif5ed by staff witness Mr. g,ott in his testimony» Fxhibit T
l4 at pages 5-7 and also set out is the body of this ozd

he Company shall make a rate filing during the
month of April lg89, giving «feat to washington zatepaYers thallocated shaze of 8)9 million in pzo)ected first-ye«merger
benefits» to be ad)usted as ¹et out earlier in this order.

motions coll ~istent
granted and all inconsistent motions are denied.
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3. All motions consistent with this decision should
be granted and all inconsistent motions should be denied.

Q R D ^ ^ `

WHERZPORE , THE COMMISSION HERESY ORDE181

1. The proposed merger of PacifiCor Maine with and
into PacifiCorp Oregon with PacifiCorp Oregon to to the surviving
corporation, in accordance with an agreement and plan of
reorganisation and merger among PacifiCorp Maine , Utah . Power A
Light Company (Utah Power) and PacifiCorp Oregon entered into an
August 12 , 1087 (merger agreement ) is approved.

2. The merged company is authorized and directed to
ado t tariff schedules and special service contracts of
PacifiCorp Maine , d/b/a Pacific Power and Light Company, for
service within Washington on file with the Commission 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 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.

4. The Com p any is authorized to assume all
outstandin 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.

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

6. The Company is required to submit the reports
specified by staff witness Mr. Lott in his testimony, Exhibit T-
3.4 .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 $69 million in projected first-year merger
benefits, to be adjusted as set out earlier in this order.

i
8. All motions consistent with this decision are

granted and all inconsistent motions are denied.
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On September''1 191'l PscifiCorp, d/b/a Psck fic
Power a 2 ight Company (Pacif i Corp Maine) and PC/UPaL Merging
Corp. (PacifiCorp Oragon) )ointly 8 i lad an application with the
Commission under the provisions of chapters SO 08 ahd 80.12 RCW
far an order authorising I (1) the msrgsr of Pack fiCor p Maine
with and into PacitkCorp Oregon with PacifiCorp dragon to bs the
surviving corporation, in accordance with an agreement and plan
of reorganisation and merger among PscifiCorp Maine, Utah Power
Light Company (Utah Power) and PacifiCozp Oregon entered into on
August 12, 1981 (merger sgxeemsnt)~ (2) the issuance by
PacifiCorp Oregon of not mors than 128,000,000 shares of its
$ 3.25 par value common stock, not more than 124&533 shaies of its "

S percent preferred stook& not more than ?54,002 shares of its
aerial preferred stock& and not more than 3,183,815 shares ot its
no par seriaX preferred stock upon th» oonvsrsion of all out-
standing sharas of common and preferred Stock of PacifiCorp Naine
and Utah Power in accordance with the terms of the merger
agreement t ( 3 ) the assumption by Pari fj Corp Oregon of sll
outstanding debt obligations of Pacif icorp Maine and Utah Power
at the ef factive date of the merger and the continuation or
creation of lions in connection therewith& and (4) the issuance
of securities hy PacifiCorp Oregon under authorisations
previously granted to PacifiCorp Maine by the Commission, which
authorisations have not yet hssn fully utilised.

4 ~ Eearincfs were held on December 1, 1987, January
and 8, 1988, and 7'sbzuary 23 and 24, 1988, after dus and proper
notice to all intexsstad parties.

5. The Company will make a rats fi ling durin9 the
month of Aprii l9$ 9 giving effect to the first-year merger
benef its. Xts Mashington customers wi11 be af forded their
allocated share of $ 59 million of annual, total-company merger
benefitS. The CcmiiaaiOn finds thiS fi ling, Ss detailed earlier
in this order, to ba an appropriate method for the equitable
sharing the merger benefits with Washington ratepayers. The
Company agrees to reconvene the )urisdictional allocation
committee with all involved states within six weeks after final
approval ot the merger &

CONC?,P8TONI +F ~M
1 ~ The Ãashington Utilities and Transportation

Commission has )ux'isdiotian of the sub)ect matter and of the
parties to thi» px'oeesding.

The Commission concludes that the proposed merger
and the issuance of securities and assumption of obligations +re
consistent with the public interest and should be approved-
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3. • On September 19, 1987, PacifiCorp , d/b/a PacificPower ` Light Company ( Pacificor Maine ) and PC/TP&L MergingCorp . ( PacifiCorp Oregon ) jointly filed an application with theCommission under the provisions of chapters 80,08 ahd 80.12 ACWfor an order authorizing, '( 1) the merger of PacifiCorp Mainewith and into PacifiCorp Oregon with PacifiCorp Oregon to be thesurviving corporation , in accordance with an agreement and planof reorganisation and merger among PacifiCorp Maine , Utah Power aLight Company ( Utah Power ) and PacifiCorp Oregon entered into onAugust 12 , 1987 ( merger agreement ) $ (2) the issuance byPacifiCorp Oregon of not more than 128, 000 , 000 shares ofits$3.25 par value common stock , not more than 126, 633 shares of its"5 percent preferred stook , not more than 754 , 802 shares of itsserial preferred stock , and not more than 3,183 , 815 shares of itsno par aerial preferred stock upon the conversion of all out -standing shares of common and preferred stock of PacifiCorp Maineand Utah Power in accordance with the terms of the mergeragreements ( 3) the assumption by PacifiCorp Oregon of alloutstanding debt obligations of PacifiCorp Maine and Utah Powerat the effective date of the merger and the continuation orcreation of liens in connection therewith; and (4) the issuanceof securities by PacifiCorp Oregon under authorizationspreviously, granted to PacifiCorp Maine by the Commission, whichauthorizations have not yet been fully utilized.

4. Hearings were held on December 1, 1987, January 7and S . 1988 , and February 23 and 24 , 1988, after due and propernotice to all interested parties.

5. The Company will, make a rate filing during themonth of April 1989 giving effect to the first-year mergerbenefits . Its Washington customers will be afforded theirallocated share of 859 million of annual , total-company mergerbenefits . The Commission finds this filing, as detailed earlierin this order , to be an appropriate method for the equitablesharing the merger benefits with Washington ratepayers. TheCompany agrees to reconvene the jurisdictional allocationcommittee with all involved states within six weeks after finalapproval of the merger.

CONCLUSIONS L ,W
1. The Washington Utilities and TransportationCommission has jurisdiction of the subject matter and of theparties to this proceeding.

2. The Commission concludes that the proposed mergerand the issuance of securities and assumption of obligations areconsistent with the public interest and should be approved.

16



QCQT NQe g~17~113I~AT Page 11

~hould x'emain cost-based. Furthermorei the design o8 rates tf,.e.
rate structure) should, to the extent poss5ble, convey to
oonsumexs a pr5ce signal that rsf Lects the expected costs of
meeting future e3.ectrie loads'he assumptions underlying rats
design should be consistent with those used in the Company's
Least cost planning pzooesoo

O'Caf S witness Folsom correctly points out the dis-
crepancy in average system cost between Pacific Pcrwer and Otsh
Power. The Commission continues to be concerned about the
effects on. Paoific's ratepayer» of merlin@ w4,th a higher cost
system, and believes that any integration af the power supplyfunction for the two companies should be done in a mariner
consistent with Pacific's least-cos% planning process, now
getting ueder way. xn the meantime, the Commission views
Pacific 's currant average system costs as tbe appropriate basis
for rates.

while this Commission remains concerned about transmis-
sion access issues, we recognise that thea» matters involve
interstate commerce snd are properly before the Federal Energy
Regulatory CommissiOn (FZRC). Saving reviewed the Company's and
FERC's proposed whee)ing policies

&

this Commission notes its
initial accord with the wheelinq policy as modified by the PERL
staff. We note that the Company has accepted the modifications
proposed by the FRRC staff including the recognition of "oppor-
tunity costs" becoming a part of the transmission and wheeling
policy statement. Xn any event, we believe that the public
inter'est of Washington residents and utility companies will be
protected by the modified proposal «nd a fair resolution of
issues can be reached by tRRC, the regulatory agency with
jurisdiction to decide these mattexs in any future proceedings,

FrNPIsOS OP'ACl

Saving discussed in detail, the oral and documentary
evidence and having stated fi.@dingus and conclusions, the Commis-
sion now ea3ces the fo1Lowing summary of facts. Portions of the
px'eceding detailed findinqS pertainfng to the ultimate facts are
incorporated by this reference.

1. The Nashington Utilities and Transportation
Commission is sn sgenoy o! the State of Washington vested by
statute with authority tq regulate rates, rules, regulations,
practices ~ accounts ~ securities and trans fers of public service
companies, including e1eetrio companies.

2. Paokf i Cot'p Maine, d/b/a Pacific Power and X'&9ht
Company p an «pp3, 5 cant herein, i s engaged kn the business of
fllX'nishing electric service within the State of Washington as s
public service company.

LS
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should remoln vo$t-based . Yurthermore, the design of rata
rate Structure ) should , to the extent s ti .e.oonSUmsrs a price signal possib l e,

that reflects the
expected cos

mawtinnq future
electri c loads, The as

a ects to
desig should be consistent, with thossumPti'Use d nin underlying

to
least-cost planning rate

9 praoese , the CompaAy a

or
staff witness Folsom correctly Points out the dis-

epency in average system Cost between pacific power
and Utah

Power . The commission continues to be about
cffacts on Paoific's concerned ab theratepayers of merging with a high '
system , and believes that any integration of the ower S coltfunction for the two companies Should bee done

in
a upplconsistent with Pacific ' s least -cost planning

r
Y

gettin ma4nerg under way. in the meantime , the ComlisSion svi'ews
Pacific ' s current average system costa as the ap ra ri
for rates. A F ate basis

scan accebs i e this
C
we recon remains concerned about transissues,interstate commerce and a cognize

that these matters invo
ais-
lveRegulatory commission ( FERC ). PHapvingy rViewed

efore
Eneandf'ERC's proposed wheelin t Company's andinitial accord with the whe^lir^Cies ,

this Coauniasian notes itsstaff , We note that the Compsy hats cacepted the modificatio sproposed by the FERC staff including the recognition of "op r
tunity costs ' becoming

a part of the transmission and when
policy statement . any event, we believe that the ublic
interest of Washington residents and Utilit p cprotected by the modified- proposal and a fair

companiesissues can be reached by ?ZRC,
aenctb

ofjurisdiction to decide the., matters tin
his

any future proceedins.-
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LIEDINgs or Chia
Having discussed in detail the oral and documentary

evidence and having stated findings and conclusions , the Coms,i
Sion now makes the following Summaryy of facts, s

Porti of the
incorporatedtbylthis irefer

e noa
taininq to the ultifieteo facts are

1. The Washington Utilities and TransportationCommission is en agency of the State of Washington vested by
statute with authority to regulate rates , rules , regulation,
practices , accounts , securities and transfers of public service
companies , including electric companies. '

2. Paai flCorp Maine , d/b/a Pacific Power and Light
Company , an applicant herein,furniShirig electric service within the

Sttei of tWashin tons a
oapublic service company. 9 s a
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filing of the application is covered in wAc 400-116-010. The
necessary information an8 exhibits for mezgers ax'e identified in
the MAC and are set forth in the required fori af application,
444 wAc 400-145-OVO and 060

'v.

cONMxsstoN PISCVSSIQH

As set forth by the Commission in Lts First Supplemen-
tal Order, the Company demonstrated on this recoxd that there are
substantial economizes to be gained in the first five years of the
yergerl St estimated total serger benefits oF fiS million per
year in the !erst year, increasing te $ 158 million per year in
ILa $ 4 sA peso. '45al f. ~ eseseaiakae eLse iLoa s aye sslkeaa4 sa, 4ka
COmmiSSion nateS the benefits tp be of substantial magnitu8e.
The eve,dence establishing merger benet its wai largely uncan-
tradicted. Thea, the Commiaaion ' cOncexn was that Waahington
ratepayers xeCeive an equitable Share ot the benefitS. Me

requested and received additional information from the Company
and othezs, as indicated ear1iar in this order.

Based upon the record before this Commission, we
co~elude that the mergers 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 ae being in the public interest. The

Commis ~ion is satisfied with the Company's benefit-sharing
commitment to affaxd Washington ratepayers their allocated share
of the projected 559 million in merger benefits in its April 1989

rate filing. We accept the "tracker" filing as pzopoaed by the
Company but agree with staf f 's concerns. The Company will be

expected'a thoroughly support each element of the filing. we
further accept the Company'4 agreement to reconvene the )uzisdic-
tional allocation committee with all involved states within six
weekS after final apprOval a f the merger .

The CemmiSS5on cencludes that the general and monthly
repOrting requirementS aS reCOmmended by staff are reaaonable and

Wi3.1 require the COmpany to COmply thereWith.

The additional conditions suggested by the paxties axe
deemed unnecessary and are re/ected ~ The Commission is satisfied
that the record is complete and is a sufficient basis on which to
make a decision. Accordingly, the requests to supplement the
record with late-filed exhibits ax ~ denied.

The Commission agrees with the distinction made by
staff between revenue stability and xate stability. %hike
reVenue raquirementS Will he affected by the propOSed mergers
should it occur, th» allocation of costs to customer classes and

Xate des5.gn iaaueS deriVe from cOnaideratiOnS outeide the realm
ot this case, Zn particular, the Commission bel5eves that rates

DOCKET NO . U-S7,1338-AT Page 13

filing of the application is covered in 'SAC 480-146 -010. The
necessary information and exhibits for mergers are identified in
the WAC and are sot forth in the required form of application,
ass WAC 440-146-070 and 080.

IV. CgMM IQN p , CU$8T

As set forth by the Commission in its First Supplemen-
tal Order , the company demonstrated on this record that there are
substantial economies to he gained in the first five years of the
$narger t it estimated total merger benefits of $4 8 million per
year in the first year , increasing to $158 million per year in
ike •L#4k Wawa . t.lm.,li • ,aar.ry^LaLr. I Mk,a& &k * oa 4N.a a-vt.fr,R&aa. Ok a

Commission notes the benefits to be of substantial 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 benefits. We
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 i nterest. 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 filing. We accept the "tracker * filing as proposed by the

Company but agree with staff ' s concerns. The Company will be
expected 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

reporting requirements as recommended by staff are reasonable and

mil require the Company to comply therewith.

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

The Commission agrees with the distinction made by

staff between revenue stability and rate stability . 'While

revenue requirements will be affected bylie proposed merger,
should it occur, the allocation of costs to customer classes and
rate design issues derive from considerations outside the realm

of this case . In particular ,, the Commission believes that rates
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