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In the Matter of the Applica-)
tion of UTAH POWER & LIGHT
COMPANY and PC/UP&L MERGING
CORP. ( to be renamed ) POST - HEARING BRIEF
Pacificorp) for an Order ) OF UAMPS AND
Authorizing the Merger of ) WASHINGTON CITY
Utah Power & Light Company
and PacifiCorp into PC/UP&L
Merging Corp., Authorizing ) Case No. 87-035-27
the Issuance of Securities,
Adoption of Tariffs and
Transfer of Certificates
of Public Convenience and
Necessity and Authorities
in Connection Therewith.

Pursuant to the Post - Hearing Procedural Order issued

May 23, 1988 by the Commission in the captioned matter, the

Utah Associated Municipal Power Systems and Washington City

(collectively "UAMPS"), intervenors, hereby submit this

Post-Hearing Brief.

INTRODUCTION

UAMPS intervened in this proceeding in order to

protect its interest in ensuring that economic and reliable

electric power resources will continue to be made available to

its members if the merger is consummated . UAMPS' members are

entirely dependent upon Utah Power & Light Company ("UP&L") for

transmission services. Thus, UAMPS has a vital interest in the

merger to the extent that it would affect the use of the UP&L

transmission system by UAMPS' members.
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Idaho Power Company Settlement

UAMPS also intervened in the merger proceeding before

the Federal Energy Regulatory Commission ("FERC"). Other

intervenors included Idaho Power Company ("IPC"), with whom

UAMPS and Washington City have contracts for the purchase of up

to 100 megawatts of power (up to 85 megawatts for UAMPS and up

to 15 megawatts for Washington City). Because of an initial

refusal by UP&L to provide a wheeling path to Washington City

for this resource (see Exhibit "A" to the Statement of Position

of Utah Associated Municipal Power Systems and Washington

City), both UAMPS and IPC raised issues in the FERC proceeding

relating to wheeling on the Merged Company's system.

During the FERC hearings, UP&L, PacifiCorp and PC/UP&L

Merging Corp. (collectively the "Merged Company" or the

"Applicants") settled with IPC certain issues concerning

transmission access. The settlement is embodied in the

Agreement Respecting Transmission Facilities and Services (the

"Agreement"), and appears in the record in this proceeding as

an attachment to Applicants' Exhibit 27.1, which is a letter

dated April 22, 1988 from Mr. Forsgren to the Commission

Chairman. Section 4 of the Agreement provides for wheeling up

to 65 megawatts of the IPC resource under the IPC/UAMPS

contract and up to 15 megawatts of the IPC resource under the

IPC/Washington contract.



In connection with the Agreement , UAMPS and Washington

City agreed not to oppose the concept of opportunity costs in

proceedings before the FERC relating to the wheeling of the IPC

resource . The concept of opportunity cost has not yet been

defined in detail either by a regulatory body or by the parties

interested in the Agreement , as indicated by the testimony of

Mr. Topham in this proceeding ( Tr. 1188-89 ). However , there is

general agreement that it is intended to represent a component

of a wheeling rate which would essentially leave the Merged

Company's ratepayers neutral as to the economic effect of the

wheeling transaction. In other words, an opportunity cost rate

component would compensate the Merged Company for revenue that

it might have lost by virtue of committing a portion of its

transmission system to the wheeling transaction as opposed to

other transactions , such as off - system sales.

It is important to note that in neither the FERC case

nor in this case has there been any evidence adduced to

indicate that there will in fact be the need for an opportunity

cost component in the rate for wheeling the IPC resource. For

purposes of this proceeding , it is only necessary to establish

that should there be a potential diminution in revenues due to

the implementation of Section 4 of the Agreement, the

opportunity cost factor will compensate for those revenues

under the applicable wheeling rate.
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Wheeling Policy

During the FERC merger proceedings , there was

considerable testimony with regard to the criteria under which

UP&L and the merged company would agree to wheel. These

criteria are incorporated in the Wheeling Policy, which is an

exhibit to the post - hearing brief filed by the Applicants in

the FERC proceeding . The Wheeling Policy also appears in the

record of this case as an attachment to Applicants ' Exhibit

27.1.

The Wheeling Policy not only incorporates the criteria

under which wheeling would be provided into, out of or through

an integrated service area of the Merged Company , but also

provides for opportunities for "transmission - dependent

utilities " to participate in construction or upgrade of

transmission facilities. The joint participation provisions

are found in Section VIII of the Wheeling Policy. The term

"transmission - dependent utilities " is defined to include

municipalities such as those which are members of UAMPS (Tr.

1177).

The Wheeling Policy states that the existing UP&L Utah

service territory will be a separate integrated service area of

the Merged Company.

Section VIII of the Wheeling Policy provides that the

Merged Company will give notice to transmission - dependent

utilities of its intention to construct new facilities and will
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allow the utility the opportunity to participate in

construction to the extent that it does not otherwise impair

the reliability of the system or interfere with its legitimate

use by the Merged Company. The participant would share equally

in the costs and benefits of the project. In addition, if

upgrades or additions are needed in order to accommodate the

needs of a transmission-dependent utility, the Merged Company

will allow the transmission-dependent utility to make those

upgrades at its own expense, as long as it does not unduly

interfere with the operations of the merged company.

Certain components of the Wheeling Policy are the

subject of dispute by UAMPS in the FERC case, including the

length of time within which the joint participation provisions

will be in force. However, the general concerns embodied in

Section VIII of the Wheeling Policy are consistent with the

proposals which UAMPS was prepared to advance in this case.

UAMPS believes that if the Agreement and Wheeling

Policy are implemented, the merger will result in a significant

benefit to UAMPS' members' ratepayers. This is particularly

true if the Wheeling Policy is modified as suggested by UAMPS

in its brief in the FERC case.

UAMPS does not propose that this Commission impose as

conditions to the approval of the merger the provisions of the
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Agreement and the Wheeling Policy. However , UAMPS opposes any

conditions which would interfere with the full implementation

of the Wheeling Policy and the Agreement.

UAMPS' POSITION ON CERTAIN ISSUES

The discussion below addresses only two of the major

issues outlined in the Commission ' s Post-Hearing Procedural

Order.

IX. Merger Costs (including premium to Utah Power &
Light shareholders)

Those who oppose the merger have argued that the

merger will result in costs to ratepayers of UP&L. We address

herein only the argument that the Agreement and the Wheeling

Policy would somehow result in merger costs.

As indicated above, Section 4 of the Agreement

expressly contemplates the inclusion of an opportunity cost

component in the wheeling rates applicable to the wheeling of

the IPC resource in order to ensure that the Merged Company

suffers no loss of revenue in making part of its transmission

system available for firm wheeling.

Mr. Topham testified at length regarding the

opportunity cost concept . He explained that the fundamental

purpose of the opportunity cost component is to ensure that the

transaction is revenue neutral for the volume of energy being

sold ( Tr. 1160 ). The intent of the Merged Company would be to
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fashion an opportunity cost component which would make a

buy-sell transaction and a firm wheeling transaction as nearly

equivalent as possible (Tr. 1168).

Mr. Steinberg pointed out that if the merged system

wheels and receives opportunity costs, those costs would be

reflected as a merger benefit. He further pointed out that

with an opportunity cost component in the wheeling rates on the

merged system, there would be "a wash as between the merger

case and the stand-alone case" insofar as the projection of

merger-related costs were concerned (Tr. 1068).

Mr. Helsby admitted that an opportunity cost component

would mitigate the lost revenue from off-system sales that

would otherwise be available if wheeling was not provided (Tr.

2136-37). He admitted that there was no study or attempt to

quantify the alleged costs that Section 4 of the Agreement

would impose on the merged system (Tr. 2136-37).

It is clear that the record contains no support for

the proposition that wheeling the IPC resource to UAMPS and

Washington would impose any cost as a result of the merger.

The Wheeling Policy provides for an opportunity cost

factor to make the wheeling transaction revenue neutral. In

addition, the provisions for participation in transmission

construction found in Section VIII of the Wheeling Policy will

not result in any cost or detriment to ratepayers or
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shareholders of the Merged Company. There would be no

additional costs imposed because the participants would not be

detracting or diminishing the availability of facilities on the

merged system. Rather, the participants would be augmenting

facilities or participation in construction at their own

expense to provide additional capacity which would not

otherwise be available. The Wheeling Policy, therefore, will

not impose any cost on the merger.

X. Proposed Conditions (including comments on
commitments or stipulations in other
jurisdictions)

A review of the conditions proposed by the various

parties to this proceeding does not reveal any which would

impair UAMPS' ability to take advantage of the Agreement or

Wheeling Policy. UAMPS is, however, concerned that the

arguments of certain intervenors that the Agreement and

Wheeling Policy would be a cost of the merger and, therefore, a

detriment to the Utah ratepayers, could result in a Commission

order which would contain conditions which would be inimical to

the Agreement and Wheeling Policy. UAMPS strongly urges the

Commission not to impose any condition which would be contrary

to or which would limit the benefits of the Agreement and

Wheeling Policy. It is doubtful whether the Commission would

have the legal authority to impose a condition on the merger

which would limit the ability of the FERC to regulate wheeling

under the Agreement or under the Wheeling Policy.
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CONCLUSION

UAMPS respectfully urges the Commission to approve the

merger without any condition which would diminish the benefits

arising from the Agreement or the Wheeling Policy.

DATED this 3rd day of June, 1988.

James A. Holtkamp
VAN COTT, BAGLEY, CORNWALL & McCARTHY
50 South Main, Suite 1600
P. 0. Box 45340
Salt Lake City, Utah 84145
Telephone: (801) 532-3333

By (M...^e \^r\
Counsel for UAMPS

Chris L. Engstrom
SNOW, NUFFER & CHRISTENSEN
50 East 100 South, Suite 102
St. George, Utah 84770
Telephone: (801) 628-1611

By
Counsel for Washington City
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CERTIFICATE OF MAILING

I hereby certify that I caused a true and correct copy

of the within and foregoing Post-Hearing Brief of UAMPS and

Washington City to be mailed, postage prepaid, this 3rd day of

June, 1988 to the following:

Sidney G. Baucom, Esq.
Thomas W. Forsgren, Esq.
Edward A. Hunter, Jr., Esq.
Utah Power & Light Company
1407 West North Temple
Salt Lake City, Utah 84116

George M. Galloway, Esq.
Stoel, Rives , Boley, Jones

& Grey
900 S.W. Fifth Ave., Ste. 2300
Portland , Oregon 97204

Dale A. Kimball, Esq.
Gary A. Dodge, Esq.
Kimball, Parr, Crockett

& Waddoups
P. 0. Box 11019
Salt Lake City, Utah 84147

F. Robert Reeder, Esq.
Val R. Antczak, Esq.
Parsons, Behle & Latimer
P. 0. Box 11898
Salt Lake City, Utah 84147

Donald B. Holbrook, Esq.
Calvin L. Rampton, Esq.
Ronald J. Ockey, Esq.
L. R. Curtis, Jr., Esq.
Jones, Waldo, Holbrook &
McDonough

1500 First Interstate Plaza
Salt Lake City, Utah 84101

Raymond W . Gee, Esq.
Kirton, McConkie & Bushnell
330 South 300 East
Salt Lake City, Utah 84111

John Morris, Esq.
LeBoeuf, Lamb , Leiby & MacRae
136 South Main, Suite 1000
Salt Lake City, Utah 84101

Donald R. Allen, Esq.
John P. Williams, Esq.
Duncan, Allen & Mitchell
1575 Eye Street, N.W.
Washington, D.C. 20005

Robert S. Campbell , Jr., Esq.
Gregory B . Monson, Esq.
Watki ss & Campbell
310 South Main, Suite 1200
Salt Lake City, Utah 84101

Richard W. Giauque, Esq.
Gregory P. Williams, Esq.
Gary F. Bendinger, Esq.
Giauque, Williams , Wilcox

& Bendinger
500 Kearns Building
Salt Lake City, Utah 84101

A. Wally Sandack, Esq.
370 East Fifth South
Salt Lake City, Utah 84111

Robert Wall, Esq.
2470 South Redwood Road
West Valley City, Utah 84119
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Michael Ginsberg, Esq.
Assistant Attorney General
130 State Capitol Building
Salt Lake City, Utah 84114

Lynn W. Mitton, Esq.
F. Elgin Ward, Esq.
Deseret Generation &

Transmission
8722 South 300 West
Sandy, Utah 84070

Salli Barash, Esq.
Wilkie, Farr & Gallagher
1 Citi Corp Center
153 East 53rd Street
New York, New York 10022

Roger Cutler, Esq.
Salt Lake City Attorney
324 South State Street
Salt Lake City, Utah 84111

Alice Ritter Burns, Esq.
Cedar City Corporation
P. 0. Box 249
Cedar City, Utah 84720

Kathryn T. Whalen, Esq.
Bennett, Hartman, Tauman

& Reynolds
One S.W. Columbia, Suite 1450
Portland, Oregon 97258

Utah Energy Office
3 Triad Center, #450
Salt Lake City, Utah 84180

L. Christian Hauck, Esq.
P. 0. Box 1149
Montrose, Colorado 81402

Sandy Mooy, Esq.
Assistant Attorney General
124 State Capitol Building
Salt Lake City, Utah 84114

Mr. F. Craig Conley
Sierra Energy and Risk
Assessment, Inc.

One Sierragate Plaza, Ste. 270C
Roseville, California 95678

Michael S. Gilmore, Esq.
Idaho Public Utility Commission
Deputy Attorney General
State House Mail
Boise, Idaho 83720

Stephen R. Randle, Esq.
Ungricht, Randle & Deamer
520 Boston Building
Salt Lake City, Utah 84111

Glen J. Ellis, Esq.
Dean B. Ellis, Esq.
60 East 100 South, Suite 102
Provo, Utah 84603

Charles M. Darling, IV, Esq.
Baker & Botts
555 13th Street, N.W.
Suite 500 East
Washington, D.C. 20004-1109

Gerald D. Conder, Esq.
Conder & Wangsgard
4059 South 4000 West
West Valley City, Utah 84120
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Andrew W. Buffmire, Esq.
William P. Schwartz, Esq.
Hansen & Anderson
50 West Broadway, Suite 600
Salt Lake City, Utah 84101

Peter J.P. Brickfield, Esq.
Kenneth G. Hurwitz, Esq.
Ritts, Brickfield & Kaufman
Watergate Six Hundred Building, Suite 915
600 New Hampshire, N.W.
Washington, D.C. 20037
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