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1 Q. Please state your name, responsibilities, and qualifications.

2 A. My name is Robin MacLaren. I have an Honors degree in Electrical Engineering from
3 the University of Strathclyde in Glasgow, Scotland, and am a member of the Institution
4 of Electrical Engineers and Institute of Directors in the UK. I have over 24 years

5 experience in all aspects of the electric utility business. As Chief Engineer, Power

6 Systems, my responsibilities include engineering, capital investment, and network

7 performance improvement in all transmission and distribution networks owned by

8 ScottishPower.

9 Q. What is the purpose of your rebuttal testimony?

10 A. My testimony will address the issues raised by DPU witness Mr. Robert Maloney and

11 comment on the proposed merger conditions contained in Exhibit No. DPU 1.2
12 ("Conditions") which relate to ScottishPower's proposed Performance Standards and
13 Customer Guarantees. I will also address the positions taken by Mr. Paul Chernick,
14 consultant to the Committee of Consumer Services (CSS). In addition, I will respond to
15 specific concerns raised by the witnesses for Utah Associated Municipal Power Systems
16 (UAMPS), Deseret Generation & Transmission Co-Operative, Inc. (Deseret), Nucor Steel
17 (Nucor), and the Utah League of Cities and Towns (ULCT).
18 L RESPONSE TO THE MERGER CONDITIONS PROPOSED BY THE
COMMISSION AND UAMPS

N Q. Mr. Maloney's proposed Condition No. 29 would require the Company to "continuously
? meet performance standards." Does the Company have concerns regarding the wording
B of that Condition?
22

A. We have concerns regarding the wording of Condition No. 29, but not, we believe, with
N the intent of the Condition, which confirms existing Commission authority. The
* Company has voluntarily committed to meet certain specified Performance Standards and
Z has agreed to pay specified penalties in the event it does not meet those standards. We
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1 take those commitments seriously and will use all reasonable efforts to meet those

2 standards on a day-by-day basis. However, read literally, Condition No. 29 would
3 require errorless compliance with the Performance Standards. In addition, each error
4 could, based on the discussion in Mr. Maloney's testimony, result in penalties under
5 Section 54-7-25. This would not be a reasonable result, and we do not believe that this is
6 the intent of Condition 29. This belief is based on Mr. Maloney's response to
7 ScottishPower Data Request No. 1-11, which is attached to my testimony as Exhibit SP
8 __(RM-1). ScottishPower would recommend eliminating the word "continuously" from
9 Condition No. 29, to avoid any confusion about the intent of the Condition. This
10 modification would not limit the Commission's ability to monitor and enforce the
11 Company's compliance with its Performance Standards.

12 Q. UAMPS (Daniel, p. 23) has recommended that the Commission substantially increase
13 financial penalties for ScottishPower's failure to comply with targeted reliability
14 improvements. Please respond.

15 A. Although UAMPS has testified it is supportive of our proposed Performance Standards

16 pertaining to reliability, it also expressed concerns about whether ScottishPower can
17 achieve its service goals. Again, I would direct Mr. Daniel to ScottishPower's track

18 record on customer service and system reliability. In addition, our reporting proposals
19 ensure visibility of our progress in achieving our proposed service goals. Increased

20 penalties are not necessary to ensure that ScottishPower fulfills its commitments to

21 improve service.

29 Q. Condition No. 38 would require the Company to make quarterly reports to the

23 Commission showing credits to customers for failures to meet Customer Guarantees. Is
24 this necessary to ensure that ScottishPower improves its service quality?

25 A. ScottishPower is committed to providing all reasonable reports to the DPU and the public

26 to demonstrate all aspects of our service standards and considers the additional reports
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and targets it has proposed to be a real benefit of the transaction. Quarterly reports will

) be provided to the DPU on a number of performance criteria, including the Performance
3 and Customer Guarantees. An annual report will be published, as more fully described in
4 Mr. Moir's direct testimony. Each report will contain an overview of ScottishPower's
5 standards, targets and guarantees and describe the performance results for that year.
6 However, ScottishPower is prepared to work with the Commission to audit any aspect of
7 our operations to ensure service does not deteriorate. ScottishPower considers that
g overdetailed reporting is onerous and will simply take resources away from the Company
9 focus on improving performance and customer service. ScottishPower considers this
10 approach to be in the spirit of Title 54-4a-6(3) which requires the process to be "as simple
i1 and understandable as possible.”
12 In the same vein, UAMPS suggests that ScottishPower should be required to provide a
13 detailed action plan 120 days after the Commission issues an order approving the merger
14 (Daniel, p. 22) This would be overly burdensome, and is not necessary at this early stage
15 in our five-year program.
16 Q. Mr. Daniel has suggested a number of additional requirements be included in the action
17 plan (p.23). Are these requirements necessary?
18 A. No. Mr. Daniel is recommending that the action plan encompass
19 ° reliability improvements on the system for all Utah electric consumers on a non-
20 discriminatory, non-preferential basis
21 o incorporate ongoing participation by Commission Staff and consumer
29 representatives
23 In response to the first point, the Commission already has a process in place to address
24 complaints against the Company, and there are statutes that prohibit discriminatory or
25 preferential treatment of customers, which apply to PacifiCorp now, and will apply after
26 the merger. As for the second point, ScottishPower does not believe this type of process

3 REBUTTAL TESTIMONY OF ROBIN MACLAREN




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

4

is necessary unless the Company's actions after the merger cause the Commission to be
concerned about the Company's ability to deliver our service package and maintain a
reliable system. We recommend that ScottishPower be judged on (1) its ability to deliver
what it has committed to provide; and (2) its track record for service reliability.

In Condition No. 30 the DPU has requested that PacifiCorp report funding sources and
expenditures against the $55 million estimate. Will the Company provide this
information to the Commission?

ScottishPower has committed to spend $55 million to implement the proposed service
standards package outlined in Mr. Moir's direct testimony. This funding will be derived
from achieving efficiencies within existing programs and will not result in an incremental
expense to customers. ScottishPower will report on these expenditures and the source of
funds within the existing Results of Operations semi-annual report. This should respond
to Commission concerns that ScottishPower will fund network expenditures from
PacifiCorp's existing budget.

How will ScottishPower demonstrate that outage levels will not deteriorate after the
merger given that the current outage reporting system understates outages (Condition
Nos. 31, 32 and 34)?

PacifiCorp has committed to bring Prosper on line within 12 to 18 months. To address
concerns that outage levels are not increasing, ScottishPower will share its audit process
with the Commission to ensure that agreed-on baselines are established within 18 months
of the transaction. It is ScottishPower's intention that setting correct baselines would
involve submitting the details to the DPU for agreement. ScottishPower will work with
the DPU and CCS to establish the baselines. The DPU, upon request, may audit the
Prosper system in order to determine actual outage levels. This should also allay any
concerns expressed by Deseret witness Stover (p. 15) as to whether ScottishPower is

setting appropriate baselines from which benchmarks can be set and improvements
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measured. ScottishPower will use its reasonable endeavors to bring Prosper on line 12 to
18 months after the merger, but it would be unrealistic for ScottishPower to agree to a
Commission requirement commit to having Prosper fully installed no later than 12
months after the merger when it cannot guarantee this timescale.

Why did ScottishPower propose the IEEE definitions in defining an extreme event
(Condition No. 33)?

ScottishPower proposed the IEEE definitions because they are recognized standards.

Mr. Maloney has testified that two of the definitions, "exceeds the design limits of the
power system" and "extensive damage to the electric power system" (p. 19) may require
engineering judgment. We agree with Mr. Maloney's observation, but do not agree that
we eliminate the definitions, since they are based on the IEEE, but intend that we would
only apply these two definitions after agreement with the DPU over specific events. This
also addresses Mr. Chernick's recommendation that the definition should be objective (p.
33).

Mr. Maloney has recommended that PacifiCorp report on internal targets for call-
handling during wide-scale outages and report the results to the Commission. What is the
Company's position regarding this recommendation (Condition No. 37)?

Extreme situations vary so much that targets would be difficult to establish and monitor.
The Company's preferred approach would be to submit a report to the Commission on
call-handling statistics after each wide-scale outage.

Do you agree with Mr. Maloney that tracking outage levels on district, circuit, and
individual customer bases will help demonstrate to customers that they receive reliable
service (Condition No. 35)?

ScottishPower agrees with Mr. Maloney that tracking outage levels at more disaggregated
levels is preferable. It is a longer term plan to track customer service at the individual

customer level. We would ask the Commission to recognize that this goal requires a
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period of overall system improvement and monitoring, as well as additional accurate

historical data.

THE MERGER BETWEEN SCOTTISHPOWER AND PACIFICORP
WILL PRODUCE BENEFITS TO CUSTOMERS

Response to Mr. Chernick's Testimony on Behalf of Committee of Consumer
Services

Mr. Chernick (p. 5) questions whether there is a connection between improving
PacifiCorp’s performance and the merger with ScottishPower. Please comment.

The connection could not be clearer. The proposals to improve PacifiCorp’s performance
are ScottishPower's proposals. PacifiCorp had no independent plans for substantial
system improvements prior to entering into the Merger Agreement as discussed by

Mr. O'Brien. Further, ScottishPower can achieve any gains more quickly and at lower
cost than PacifiCorp can on its own. ScottishPower has already demonstrated its ability
to achieve significant gains in performance, through its accomplishments at
ScottishPower and Manweb.

Mr. Chernick states that PacifiCorp’s performance in most areas is not particularly
problematic (p. 5) and both Mr. Chernick and Mr. Brubaker, who is testifying on behalf
of Utah Industrial Energy Consumers, contend that PacifiCorp should be able to improve
performance, with or without the aid of ScottishPower (Brubaker, p. 14). Please respond.
Customers will benefit from improvements in service. ScottishPower does not believe in
providing merely adequate or average performance, and believes PacifiCorp performance
improvement can be achieved cost-effectively. Mr. Chernick concedes, later in his
testimony, that PacifiCorp’s performance in answering the telephone when customers call
is “poor.” (Chernick, p. 13) He acknowledges that ScottishPower's proposed standard
for telephone service would be a “significant improvement over current practice.”

(Chernick, p. 26) He also notes that this Commission has initiated a proceeding (Docket
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No. 99-2035-01) to investigate quality of service for PacifiCorp. (Chernick, p. 13) All
these statements are evidence that improvements in PacifiCorp’s performance can be
made, and ScottishPower has the track record and skills to achieve these for the benefit of
customers.

Regarding his comment that PacifiCorp should be able to obtain the skills necessary to
improve performance with or without the aid of ScottishPower, we do not contest
PacifiCorp’s ability eventually to achieve improvements on its own. What ScottishPower
brings, and what is most beneficial to PacifiCorp’s customers, is the experience and skills
to achieve improvements faster, more fully and with greater efficiency and certainty than
PacifiCorp could achieve alone.

Do you agree with Mr. Chernick’s claim that ScottishPower's proposed improvements are
vague and minor (p. 5)?

No. Our service performance commitments certainly are not vague; they are quite
specific. Nor are they minor. Individually, they represent measurable and significant
improvements over current levels of performance. As a whole, they represent the most
comprehensive set of service commitments in the United States.

Mr. Chernick contends that ScottishPower has not clearly defined portions of its proposal
(p. 5). Please comment.

Mr. Chernick introduces ambiguity into proposals that are quite straightforward. The
objectives and levels of performance improvement in the proposals are clearly specified.
Any ambiguity rests in the fine details which will be resolved in the course of
implementation. ScottishPower's own interest in achieving improvements and
efficiencies in customer service combined with the Commission’s continuing jurisdiction

ensure that customers will benefit from these proposals.
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Next, Mr. Chernick states that some of the improvement targets cannot be set
meaningfully until PacifiCorp has improved its data collection system and determined the
baseline from which improvements will be made (p. 5). How do you respond?

It is for the reasons Mr. Chernick indicates that ScottishPower is committed to improving
the reporting systems in PacifiCorp. Nevertheless, the magnitude of the targeted
improvements can be set.

Mr. Chernick criticizes ScottishPower's service proposals as not well thought through,
because ScottishPower has promised improvements without knowing the baseline
performance levels from which the improvements will be measured (p. 5). How do you
respond?

It is true that PacifiCorp’s actual baseline performance levels are unclear, and this is one
of the first areas ScottishPower will improve. It is not correct, however, to claim that
ScottishPower's service proposals are not well thought through. ScottishPower has
already implemented programs such as these in its own service territory and in the service
territory of Manweb from similar initial baseline uncertainty. ScottishPower has a very
thorough understanding of its proposals and the benefits they bring to customers. Any
differences between electric service in the U.K. and electric service in the United States
are not sufficient to overcome the value of these experiences.

How do you respond to Mr. Chernick’s assertion that ScottishPower's proposal to correct
PacifiCorp’s historical reliability data is vague (p.18)?

ScottishPower is committing to doing something positive to address the current
deficiencies in reliability data. ScottishPower's/PacifiCorp’s commitment to collect and
correct the baseline reliability data is in itself a benefit to customers and will improve the

Commission’s ability to monitor service reliability in the state of Utah.
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What protections are in place to ensure the cost-effectiveness of ScottishPower's
investments in improved reliability?

Our transition planning process is designed specifically to identify cost-effective
investments, that is, those that provide net benefits to customers. In addition, we are
committing to fund the service standards improvements out of existing budgets, so there
will be no incremental cost for these programs. Finally, the prudence of our expenditures
will be subject to investigation in rate cases.

Do you agree with Mr. Chernick’s conclusion that reliability and customer service are not
important issues to commercial and industrial customers (p. 15)?

No. We are convinced that commercial and industrial customers do value reduced
outages. Our experience in the U.K. and involvement with U.S. utilities and industrial
organizations, indicates that most industrial customers place significant value on the
reduction of outages. Our pro-active commitments to improve service are intended to
reduce outages and the resulting system disturbances that would, if experienced, cause
significant operational problems for commercial and industrial customers.
ScottishPower's analysis of the benefits to customers from improved System Performance
demonstrates that the majority of the benefit accrues to commercial and industrial
customers. (See Exhibit SP__ (AVR-2 (Supplemental Testimony), p. 10 Table 2).

Mr. Chernick is critical of the five-year time frame within which PacifiCorp/
ScottishPower commit to make improvements in the SAIDI, SAIFI and MAIFI indices.
(p. 41) Please respond.

Sustainable improvement in electricity networks does not happen quickly. ScottishPower
believes in a methodical and thorough approach to strengthening the network and
introducing improved techniques and systems. Such an approach is especially necessary

for a geographically extensive system such as PacifiCorp’s.
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Mr. Chernick raises a number of questions regarding ScottishPower's proposal to
annually improve PacifiCorp’s five worst performing circuits in the state of Utah. First,
he asks whether the achievement of a greater than 20 percent reduction in the Circuit
Performance Indicator (“CPI”) in one circuit can be credited to another circuit that may
have not achieved the goal (p. 20). Does ScottishPower's proposal include such a transfer
of credit?

No. Each one of the selected circuits will be measured on its own.

What happens if ScottishPower/PacifiCorp fail to achieve the 20 percent reduction on
CPI for more than one year (Chernick, p. 20)? Can a selected circuit be reselected in a
later year?

If we fail to achieve the 20 percent reduction in a circuit for more than one year, we will
seek to identify the underlying reasons for the failure. However, if a circuit's CPI falls
20% for a year or two and then rises in a later year, we would consider our goal for that
circuit achieved. A reduction as significant as 20 percent in the first instance would
indicate that the network improvements were performing as expected. Under these
circumstances, we do not expect to see the CPI rise significantly in subsequent years. If it
does, we would want to determine the causes before taking any further action.
ScottishPower will not reselect a circuit for five years after its initial selection. This is to
ensure that improvements are not concentrated on only a few circuits. If we fail to
improve a selected circuit we will determine the reason for the failure, and based on this
information we will formulate a plan to improve circuit performance.

How long would ScottishPower have to achieve the 20 percent improvement in a worst
performing circuit?

We would have two years following the year in which the circuit is selected as one of the

five worst performing circuits.
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1 Q. Will the selection of the worst performing circuits be based only on data for the three

2 years before the merger?
3 A. No. For each year the selection of five worst performing circuits is made, we will use
4 data from the most recent three-year period.

5 Q. What will happen if ScottishPower/PacifiCorp are unable to obtain the appropriate

6 planning consents to improve a selected circuit?
7 A. ScottishPower/PacifiCorp would do its best to obtain the necessary consents.
8 ScottishPower's experience in this area is that obtaining appropriate planning consents
9 has not been a significant problem. If the appropriate planning consents cannot be
10 obtained, however, ScottishPower/PacifiCorp would select another circuit, consistent
11 with improving service to worst served customers.
12 Q. Do you agree with Mr. Chernick’s statement that “it is not clear that ScottishPower is
13 actually proposing any improvement over existing conditions?” (p. 23, footnote 18)

14 A. No. ScottishPower's proposed decreases in SAIFI, SAIDI and MAIFI represent clear

15 improvements from current levels of performance. The value to customers of

16 improvements in these measurements, calculated on the basis of a study performed by the
17 Electric Power Research Institute for the Bonneville Power Administration, is

18 approximately $60 million annually, or about $600 million on a net present value basis.
19 (Richardson Supp. Test., p. 5) In addition, failure to improve performance in the five
20 network performance standards will lead to penalty payments.

21 The $60 Million Figure Is A Reasonable Estimate Of Customer Benefits

22 Q. Is the $60 million annual customer benefit estimate unreliable because it is based upon
23 outage cost estimates from an 1990 EPRI survey for the Bonneville Power

24 Administration?

25 A. No, for at least four reasons. First, Mr. Chernick claims that the estimate is unreliable
26 because ScottishPower did not adjust for differences in the size of commercial and
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industrial customers or changes in technology over time (p. 34). We do not agree. The
outage cost estimates from the BPA survey are the best data available for estimating the
value to PacifiCorp’s customers from improvements in system reliability. The retail
customers included in the BPA survey were drawn from customers of the following
utilities: Puget Sound Energy, Portland General Electric, Benton County PUD, Clallum
County PUD, Clark County PUD, Salem Electric, Lower Valley PUD and Tacoma
Electric. These utilities are representative of the Pacific Northwest and are a good proxy
for PacifiCorp’s customer base, given the lack of survey data available specifically for the
PacifiCorp system.

Second, the purpose of the study was to determine whether the level of benefits to
customers from ScottishPower’s proposed reductions in SAIFI, SAIDI and MAIFI are
significant. The precise magnitude of these benefits is not particularly important for the
purpose of this proceeding. Even if, for the sake of argument, the benefits were only half
of the $60 million annual figure, the net benefits to customers would still be substantial
given the relatively modest estimated cost required to achieve these improvements.
Third, without the raw BPA survey data, which could not be obtained, there is no way to
accurately adjust for differences in size between the customers surveyed and PacifiCorp’s
customers. ScottishPower has evaluated outage estimates contained in surveys performed
by Puget Sound Energy, Duke Power and Southern California Edison. A review of those
empirical studies confirms the fact that ScottishPower's commitment to improve system
reliability will provide customers with substantial quantifiable benefits, irrespective of
differences in customer size or other issues that make comparisons between utilities
difficult.

Exhibit SP _ (RM-2) to my rebuttal testimony shows the estimated benefit from
ScottishPower's system performance standards using outage cost estimates from these

three surveys results. Estimates of customer benefits from ScottishPower's proposed
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reliability improvements to the PacifiCorp system range from $31 million to $61 million,
compared to the estimate of $60 million for the BPA study. It is important to point out
that the estimates of $31 million and $50 million based on the Puget Sound Energy and
Southern California Edison data exclude the effect that large commercial and industrial
customers have on the average outage cost estimates.! In the case where large customers
were included in the survey, for Duke Power, the results are virtually identical to those
derived using the BPA outage cost estimates. Relying on outage cost estimates from
either the BPA or Duke Power studies results in the same estimate of $60 million in
customer benefits from ScottishPower's proposed reliability improvements. Even with
the differences between the BPA and Duke Power studies in terms of the size and type of
customers surveyed, the application of the study results to PacifiCorp’s system yields
similar results. This supports the finding that ScottishPower's promised service quality
improvements represent a substantial benefit to PacifiCorp’s customers.

Fourth, the only example cited by Mr. Chernick regarding changes in technology over
time would have the effect of increasing, not decreasing, the benefit estimate. The fact
that ScottishPower did not attempt to adjust for the likely increase in the cost of
momentary outages since 1990, due to greater reliance on electronics and computer based
technologies sensitive to such outages, simply makes ScottishPower's $60 million benefit

estimate conservative.

I Large customers over 1 MW were excluded from the Southern California Edison and Puget
Sound Energy surveys. Since large customers have significantly higher outage costs, it is not surprising
that the estimate of benefits from reliability improvements is substantially less using the Southern
California Edison and Puget Sound Energy data compared to the BPA data.
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Do you agree with Mr. Chernick’s assertion that ScottishPower's assumed value of
momentary outages for residential customers is too high (p. 34)?

No. The assumed value of momentary outages for residential customers is not too high.
The estimated value of a momentary interruption for residential customers used in the
ScottishPower study is corroborated by a more recent survey of residential customers of
Puget Sound Energy.2 This survey, made public since the preparation of the benefit
study, estimates the value of a momentary interruption for residential customers to be
about $4 compared to the estimate of $3.41 used in ScottishPower's benefit study.

Do you agree with Mr. Chernick’s observation that the benefit estimate contained in
AVR-7 incorporates the value of the 10% reduction in SAIFI (p. 34)?

Yes. The benefit of the 10% reduction in SAIFI is incorporated in the $37 million
estimate of the cost of an extended outage and illustrates the value to customers of the
proposed reductions in both SAIDI and SAIFI.

Do you agree with Mr. Chernick’s conclusion that commercial and industrial customers
should primarily bear the costs of improvements in transmission and distribution
reliability, since those improvements primarily benefit these customers (p. 37)?

No. All customers benefit from improvements in transmission and distribution
reliability. The benefits to commercial and industrial customers may be more apparent,
but one cannot generalize about the value of reliability to customers. Some commercial
or industrial customers may not value reliability highly, while certain residential
customers may be highly dependent on a reliable power supply. Indeed, power quality
and reliability are becoming ever more important to residential customers as the use of

computers and microprocessors in the home expands. It is clear from the BPA/EPRI

2 See presentation by Michael Sheehan and Michael Sullivan, Value of Service: A Customer

Perspective, IEEE T&D Expo, April 13, 1999.
14 REBUTTAL TESTIMONY OF ROBIN MACLAREN
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study and the experiences of ScottishPower and PacifiCorp that customers place a high
value on reliability of the electric power system. Overall, the complete package of

service standards is balanced and provides benefits to all customers.

Response to Specific Service Reliability Issues

How do you respond to Nucor's assertion that if ScottishPower does not realize its
projected costs savings it may elect to cut back on expenditures for system performance
improvements, resulting in less reliable service? (Goins, p. 12)

This is simply conjecture by Mr. Goins. There is no evidence that ScottishPower would
take this course of action. In any event, this course of action would be contrary to
ScottishPower's track record. ScottishPower has committed to spend $55 million on its
proposed service package. ScottishPower is committed to providing reliable service to its
customers, and will make expenditures as required.

Please respond to ULCT's contention that ScottishPower has not proposed any specific
solution to mini-outages. (Dolan, pp. 3-4)

ScottishPower's network Performance Standards include a reduction in MAIFI by 5%
from an accurate baseline for PacifiCorp's system. The Company has committed to
achieve this reduction by 2005.

ScottishPower has focused five of its Performance Standards on improvement to the
distribution system. Does this mean that the Company, as UAMPS (Daniel, p. 17) and
Deseret (Stover, p. 14) have implied, will not invest in transmission or in areas of the
network that need improvement over the next five years?

No. The network Performance Standards focus on the distribution system, but any part of
the network demonstrating poor performance will be examined and improvements will be
made if necessary. The expenditures outlined in Mr. Moir's direct testimony are those

identified for reliability improvement.
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ScottishPower agrees with Mr. Daniel's point that where additional expenditure is
deemed necessary, that the expenditure should not be capped. The $55 million is
earmarked for ScottishPower's proposed service standards package. However, where
ScottishPower identifies areas in the system where improvements can be made it will
evaluate those and make necessary improvements in the normal course of its business.
Given that the $55 million does not represent a cap for all transmission and distribution
expenditures over the next five years, Mr. Daniel's comparison of the expenditures for
ScottishPower's proposed service package with the necessary expenditures to build and
operate a transmission and distribution system is not a useful comparison.

Mr. Daniel has recommended that ScottishPower direct its commitments to both
transmission and distribution facilities (as warranted) as part of its reliability
improvements and that ScottishPower establish reliability indices for measuring its
Performance Standards on a state-by-state basis (p.23). Would ScottishPower agree to
these requirements?

Yes.

Please comment on Mr. Stover's testimony on behalf of Deseret that the proposed merger
will have an adverse impact on customers in rural Utah in terms of reduced service
reliability (p. 7).

There is no basis for Deseret's claim that the merger will result in reduced service
reliability for rural customers. In fact, ScottishPower's proposal to improve the five worst
performing circuits in each state by twenty percent demonstrates the Company's
commitment to rural areas. In addition, the Company does not believe it is necessary to
account separately for rural and urban regions. Mr. Stover's method to divide rural and
urban customers is not robust and would not be considered by ScottishPower.
Furthermore, the examples provided in the table on page 17 of Mr. Stover's testimony are

not an accurate representation of urban and rural characteristics. It does not address the
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length of circuits and typical fault rates. ScottishPower is dedicated to customer service
and believes a reasonable approach is to make investments which ensure the maximum
advantage to all of its customers. ScottishPower and Manweb's track record demonstrate
the Company's commitment to make improvements in rural areas.

Q. Mr. Stover's testimony seems to imply that ScottishPower will not address the
transmission reliability concerns of its wholesale customers. Is that the case?

A. No. ScottishPower is committed to providing an adequate and reliable network to its
customers. The Company is not going to ignore the transmission component of its
network. In addition, Deseret, and its members, have a forum at FERC to raise these
issues which are jurisdictional to FERC.

Q. Does this conclude your rebuttal testimony?

A. Yes.

[PA991900.087]
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98-2035-04/Application of PacifiCorp and Scottish Power pic for an Order approving the
Issuance of PacifiCorp Common Stock. »
First Set of Scottish Power Data Requests (6-25-99). DPU Response (7-12-99)

SCOTTISH POWER DATA REQUEST 1-11

Regarding Mr. Maloney’s testimony at page 13, lines 12-15, please describe the witness'
understanding of how the Title 54-7-25 provisions would operate in practical terms to
ensure Mr. Maloney’s desired outcome under Condition #1.

RESPONSE TO SCOTTISH POWER DATA REQUEST 1-11 (Bob Maloney)

Mr. Maloney’s desired outcome is to shift some of the failure risk from customers to
shareholders. This desired outcome is specified on page 12, lines 6 ~ 8 of Mr.
Maloney’s testimony, which states "Formally agreeing to meet each of the eleven
conditions shifts some of the risk ScottishPower will not meet approved merger
conditions from customers to shareholders."

Title 54-7-25 indicates a utility violating an order is subject to a penalty of not less than
* $500 nor more than $2,000 for each offense.

Condition #1 involves holding PacifiCorp accountable for:

W Assuring underlying outages do not increase above current levels during any of the next five
years. ‘

B Achieving each of the five network and two customer service performance standards
specified in the performance package.

Under Condition #1, PacifiCorp is also accountable for tariffing its proposed service
package, updating its service package in 2004, and crediting a customer when not providing one
of the eight guaranteed services.

PacifiCorp is entitled to due process. It is my understanding that Title 54-7-25,
Violations by utilities - Penaity, could operate as follows: '

1 The Division would, through initiating its own action or receiving feedback, identify a
possible violation of Condition #1. What would constitute an "offense” in violation of
Condition #1 would depend upon the circumstances.

2 Pursuant to Title 54-4a-1, the Division would:

. a) Request that the Company explain the violation and/or provide a copy of its corrective-
action plan. '
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98-2035-04/Application of PacifiCorp and Scottish Power pic for an Order approving the

Issuance of PacifiCorp Common Stock.
First Set of Scottish Power Data Requests (6-25-99). DPU Response (7-12-99)

b) Upon receipt, determine whether the Company’s initial explanation and/or action plan
effectively addressed the possible violation.

3 If, based upon the Company’s initial explanation and/or action plan, the Division
concluded a possible violation existed or would continue, the Division would then
prepare to conduct an audit. Preparing to audit would inctude:

a) Providing the Company with advance notice of the upcoming audit.

b) If the Company required such, petitioning the Commission to institute a formal
proceeding prior to the audit.

The purpose of the audit would be to gather evidence to be presented at a possible show
cause hearing before the Commission. The Commission could schedule such a hearing if
the audit evidence showed a possible violation of Condition #1.

4 If the Commission instituted a formal proceeding for the audit, conduct the audit. .
Subsequently provide the Commission with audit evidence and recommendations.

5 If the audit evidence substantiated that the Company violated Condition #1 or was not
addressing the violation, request that the Commission take agency action. That is, pursuant
to 54-4-1 and 54-4-2 U.C.A,, request that the Commission issue an order to show cause why
the Company should not pay penalties (under 54-7-25) for violating merger Condition #1. -

(RESPONSE TO SCOTTISH POWER DATA REQUEST 1-11  (Bob Maloney), continued).
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SERVIVL ' qijustidive Application of Other Survey Results
Estimated
Total Benefit from
Momentary Seventy-Eight | System Cost | 5% and 10%
Source of Interruption Minute Outage | of Outages Reductions
Survey Data Customer Class | Cost (§) Cost' ($ mitlion) ($ million) Comments
Bonneville
Power Admin
Residential $3 $4 $32 Survey includes
large C&l
customers
Commercial $126 $1,243 $344
Industrial $4,217 $13,501 $475
Total $61
Puget Sound
Energy
Residentia}l $4 $10 $44 Survey excluded
customers larger
than 1 MW
Comm/Ind Ave. $109 $1,194 $317
Comm/Ind Ave $109 $1,194 $22
Total $31
Duke Power
Residential $1 $6 $15 Survey includes
large C&l
customers
Commercial $167 $1,520 $434
Industrial $3,473 $10,853 $388
TOTAL $61
Southern
California
Edison
Residential $4 $4 $37 Survey excluded
customers larger
than 1 MW
Comm/Ind. Ave. $209 $1,896 $541
Comm/Ind Ave. $607 $1,896 $68
Total $50
' Outage cost estimates for Duke are for a 60 minute outage
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INTRODUCTION

j Q. Please state your name.

A A My name is Andrew MacRitchie. I previously submitted direct testimony in this docket.
5 Q. What is the purpose of your rebuttal testimony in this proceeding?

¢ A My testimony is submitted in response to the testimony submitted by Bruce E. Biewald

; and Paul Chernick on behalf of the Committee of Consumer Services (CCS), Dr. Richard
g M. Anderson on behalf of the Large Customer Group (LCG), and Maurice Brubaker on
0 behalf of the Utah Industrial Energy Consumers (UIEC).

0 Q. Please summarize your 1esumolly.

. A Based upon our review of the referenced testimony, T will clarify and expand some points
0 regarding the ScottishPower/PacifiCorp proposals contained within our direct testimony.
" In addressing these points, my testimony will:

14 e Introduce our commitment to provide our transition plan for transforming PacifiCorp.
s This transition plan will be supplied to the Commission within six months of closure of
6 the merger, consistent with the recommendation of the Division of Public Uti}ities in
7 its proposed condition 15. We believe that this commitment responds to CCS's,

" LCG's, and UIEC's concerns regarding the lack of specificity associated with the

" proposed cost savings likely to be realized in the future as a result of a transformed
0 PacifiCorp.

)1 e Address CCS's and UIEC's critique of the yardstick benchmark analysts.

” e Respond to criticisms leveled by CCS, LCG, and UTEC concerning the relevance of
23 our Manweb experience to this transaction.

24

25

26
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TRANSITION PLAN AND FUTURE COST SAVINGS

" The testimonies of Mr. Biewald, Dr. Anderson, and Mr. Brubaker criticize the fact that

ScottishPower cannot be more definite as to the magnitude and nature of the cost savings
that will be forthcoming over time. Is this criticism valid?

No, I do not believe so. These testimonies seem to misunderstand the process by which
ScottishPower successfully transforms utility businesses. As described in my direct
testimony, ScottishPower starts with the development of a detailed transition plan. At
both Manweb and Southern Water, the transition plan was formulated following
consummation of the transaction by gaining in-depth knowledge of each company's
practices.

Can a transition plan be developed before the merger is completed?

No, it cannot. Production of a transition plan would involve significant "intervention" in
PacifiCorp. This level of intervention would be inappropriate before consummation of the
merger because it involves a significant amount of time and resources. It may therefore be
counter-productive to ongoing operational performance. Furthermore, our experience
shows that such a process works best once all players have the incentive to deliver on a
common goal of improved operation and performance. This can only take place once all
of the key players are part of the same organization, in other words, subscquent i the
closure of the transaction.

Would ScottishPower be willing to provide the Commission or other parties with this
transition plan as a way of satisfying regulatory concerns regarding the lack of specificity
with respect to future cost savings potential?

Yes, we would. No later than six months after the closing date of the merger,
ScottishPower and PacifiCorp will file the merger transition plan with the Commission.
This plan will include the anticipated time lines, actions anticipated necessary to implement

the merger and realize the proposed benefits (including expected cost savings), and the
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estimated associated capital and expense expenditures and anticipated workforce changes.
This commitment is identical to the DPU's proposed condition 15.

How will the Commission be able to identify cost savings that result from the merger?
PacifiCorp will continue to make its regular, semi-annual earnings reports to the
Commission that will reflect savings in both corporate costs and operating costs. In this
way, the cost savings attributable to ScottishPower's transformation of PacifiCorp will be
identified for this Commission and reflected in the results of PacifiCorp's operation. For
this reason, and for the additional reasons discussed in the rebuttal testimony of Alan
Richardson, condition 14 proposed by the DPU is not necessary.

Mr. Brubaker testifies that the Commission should hold hearings on the transition plan,
and that final merger approval should follow Commission approval of the plan.
(Brubaker, p. 52.) Please respond.

This is neither a necessary nor appropriate course of action. It is not necessary because
ScottishPower's commitment to file its transition plan and regularly report its earnings,
combined with the Commission's authority to set cost-based rates, provides assurance that
the cost savings ScottishPower achieves can be reflected in rates. It is also not possible
because the plan practically cannot be developed until after the transaction closes, for the
reasons discussed above. Moreover, the transition plan is essentially a business decision,
which is not appropriate to subject to the Commission approval process. The plan relates
to how the business will be run, and ScottishPower and PacifiCorp have the experience to
make these decisions. The Commission also needs to recognize that the transition plan
could change as the company begins to implement it. For all of these reasons, the
Commission should not accept Mr. Brubaker's suggestion. Having said that, it is of
course in ScottishPower's interest to discuss the content of the transition plan with the

Commission in order to gain support for its recommendations.
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Mr. MacRitchie, can you provide the Commission with an example of the process of

developing a transition plan and the elements that are included in one?

Yes, I can. I have attached to this testimony as Exhibit SP __ (AM-1) a copy of a timeline

for developing a transition plan. Included in this timeline are the major tasks that are

undertaken to develop the transition plan and the activities that are necessary to begin to

implement the plan.

Please describe Exhibit SP_ (AM-1).

Exhibit SP_ (AM-1) shows the activities undertaken in developing a transition plan. The

activities are segregated between those necessary to be undertaken at a high level to

initiate plan development (Phase I) and those necessary to develop the detailed

implementation plan (Phase II).

Please describe the activities undertaken in Phase L.

The Phase 1 Activities are as follows:

L. Benchmarking

Once ScottishPower has full access to PacifiCorp information, one of the key initial

activities will be to validate the benchmark information and put in place a benchmark

framework that will evaluate, at a high level, the potential levels of performance

improvement available within PacifiCorp. Key activities within this process will include:

e Production of a PacifiCorp benchmarking framework;

e Verification of PacifiCorp's current operational performance levels;

e Standardization of process and functional costs between PacifiCorp and
ScottishPower where appropriate; and

e Establishment and quantification of internal and external benchmarks for PacifiCorp.

2. Transition Planning

The transition team planning will be the precursor to the implementation planning.

Building on the directional outputs of the PacifiCorp benchmarking exercises and
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ScottishPower's experience of transition planning from Manweb and Southern Water, this

exercise will put in place a framework that will support the delivery of detailed

implementation plans. This planning framework will include:

e Agreement on combined PacifiCorp/ScottishPower transition teams and senior
management Sponsors;

e Timescales and accountabilities for final delivery;

e Identification of key performance indicators, high level targets and format for
implementation plans; and

¢ Identification of key high level enablers.

3. Organizational Review

This is primarily concerned with ensuring that there is an interim organizational structure

in place that will ensure current PacifiCorp operations are maintained while the transition

plans are developed. The tasks in this section are:

¢ Undertake a strategic review of all PacifiCorp regulated and non-regulated operations;

e Establish a post-merger interim management structure;

¢ Define interim accountabilities for PacifiCorp operations; and

e Develop an interim management control framework.

4. Coniliuintativiis 1 amig

A comprehensive communications plan will be developed that will manage the

communication to all relevant parties following the outcome of the high level

organizational review and during the detailed implementation planning stage. The main

audiences will consist of both internal and external parties including employees, unions,

customers, shareholders, elected officials and regulators. Key communication areas will

include:

o The business rationale for change;

¢ Interim management structure;

REBUTTAL TESTIMONY OF ANDREW MACRITCHIE
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e Overall transition and implementation plan timetables; and

e Staffing changes.

Please describe the activities undertaken in Phase IL.

The activities in this Phase emphasize the development of detailed integration plans and

associated enabling strategies.

Project teams consisting of individuals from both ScottishPower and PacifiCorp will be

responsible for developing detailed functional and process plans that will deliver

pérformance improvements and ensure delivery of the testimony commitments. Spanning

across all activities will be a set of "enablers” that will need to be integrated into plans.

These will include human resources, communications, technology, information systems

and finance. The output of this process will be a consolidated implementation plan with

efficiency targets, accountabilities and delivery dates.

What role does Program Management play in the development of the transition plan?

Program Management is part of each phase of the planning process. It will involve a small

team to facilitate and project manage the transition and integration planning process. Key

activities will include:

e Specification of the main tasks to deliver the transition plan;

¢ Identification of key enablers and dependencics;

o Identification of key milestones and accountabilities for delivery of the transition plan,
and

e Tracking of progress against plan for management reporting purposes.

RESPONSE TO THE CRITIQUE OF THE
SCOTTISHPOWER BENCHMARKING ANALYSIS

Mr. Biewald, Dr. Anderson, and Mr. Brubaker testify that ScottishPower's benchmarking
study has "very limited" value in predicting the potential for cost savings in PacifiCorp's

operations. (Biewald, p. 9; see also Anderson, p. 34; Brubaker, p. 20.) Please comment.
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As stated in my direct testimony, the benchmarking study was used as a directional tool by
ScottishPower senior management to confirm at a high level that cost savings
opportunities are available at PacifiCorp. These witnesses presume incorrectly that
ScottishPower will continue to rely solely upon the benchmarking study to identify cost
savings within PacifiCorp. Preliminary discussions that ScottishPower is currently
undertaking with PacifiCorp indicate that real opportunities for cost savings exist, and
these will be confirmed and developed as part of the transition planning process that will
take place following closure.

In their testimony, Mr. Biewald and Dr. Anderson refer to reports purporting to show that
PacifiCorp is one of the most efficient and lowest cost U.S. electric utility operators.
(Biewald, pp. 10-11; Anderson, p. 33. ). Please comment.

These benchmark comparisons are fundamentally different from the yardstick analysis
undertaken by ScottishPower. The studies mentioned above combine a// of PacifiCorp’s
costs, including production, on a per kWh or per MWh basis. Within any electric utility,
production constitutes the largest cost element. ScottishPower would expect PacifiCorp
to appear in a favorable position based on such comparisons, since PacifiCorp has low
generation and purchase power costs and supplies or trades high volumes of electricity.
Accordingly, ScottishPower deliberately focused on PacifiCorp's non-producticn costs.
Moreover, ScottishPower's analysis of non-production costs confirmed that PacifiCorp is
out of step with leading U.S. utilities in this area. ScottishPower's yardstick comparison
of these costs is based on its experience in the U K., as adopted by the U.K. regulator, that
the closest correlation for unit cost comparison purposes is between customer numbers
and operating costs.

CCS claims that ScottishPower has not fully accounted for efficiency programs PacifiCorp

may undertake on its own. (Biewald, pp. 11-12.) How do you respond?
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ScottishPower has never stated that PacifiCorp is not capable of achieving savings on its

“own. What ScottishPower has stated is that it believes that PacifiCorp can achieve

savings of a greater magnitude, faster, and with more certainty as a result of the
combination with ScottishPower. Moreover, Mr. O'Brien has testified that PacifiCorp has
no current plans for additional cost-savings initiatives.
LCG also claims that ScottishPower's benchmarking study does not count for the future
effect of PacifiCorp's cost-reduction initiatives. (Anderson, pp. 34-35). What is your
reaction to this assertion?
Mr. Anderson refers to PacifiCorp's Refocus Program that is designed to save PacifiCorp
$30 million in costs annually. With regard to the $30 million Refocus Program,
ScottishPower is aware of these savings which we understand will be substantially
delivered by the end of 1999. We therefore believe that the potential for double-counting
of the savings in the Refocus Program within the transition plan does not exist and, in any
event, will be specifically excluded.

RELEVANCE OF THE MANWEB EXPERIENCE
Mr. Biewald, Dr. Anderson, and Mr. Brubaker all assert that ScottishPower's experience
in transforming Manweb is of limited value in determining the level of cost savings that
ScottishPower can be expected to achieve at PacifiCorp. (Biewald, pp. 14-16; Anderson,
pp. 17-25; Brubaker, pp. 26-27.) Please comment.
We have always been very clear that we will not use Manweb as a template for identifying
potential savings that might be available in PacifiCorp. There are differences in operating
conditions and historical factors, unique to both companies, that make accurate
comparisons regarding either the amount or type of cost savings inappropriate. The point
of my direct testimony, and that of Alan Richardson's Supplemental Testimony, is to
demonstrate that our experience at Manweb confirms a proven track record of business

transformation that delivers sustainable customer benefits. What we will draw from the
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Manweb model is the experience gained in how to manage and deliver successful change
within a complex utility organization.

CCS suggests that PacifiCorp could hire some ScottishPower managers in lieu of
completing the merger to obtain the same experience. (Chernick, p. 39). Does
ScottishPower's ability to transfer its Manweb experience to PacifiCorp depend on
utilizing the individuals who were involved in that transition?

Not entirely. While ScottishPower does intend to draw upon the experience of several
people, such as myself, who were involved in planning and executing the Manweb and
Southern Water transformations, the relevance of ScottishPower's experience in
transforming three U.K. companies goes much deeper. ScottishPower as a business has a
culture and philosophy that embodies the principles, values, and skills that are essential to
effectively transforming a utility business. We intend to transfer this culture and
philosophy to PacifiCorp to enable the management and workforce here to implement the
successful practices about which I have testified. That is how PacifiCorp will be able to
achieve both improvements in customer service and lower costs more quickly and with
greater certainty as a result of the merger than it would as a standalone company.

These witnesses also attempt to draw some distinctions between the situation at Manweb
in 1995 and that at PacifiCorp today. (Biewald, pp. 1415, Anderceon, pp. 22.255
Brubaker, pp. 26-27.) Are these distinctions valid?

Although, naturally, Manweb in 1995 and PacifiCorp today do not present entirely
identical circumstances, they are not as dissimilar as he testifies, for the reasons discussed
below.

Mr. Biewald states that in 1995 the "distribution companies in the U.K. had been
government organizations with well known inefficiencies, and were in the process of being

privatized." (Biewald p. 14; see also Brubaker, pp. 26-27.) Is this statement accurate?
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No, it is not. Manweb was actually privatized in 1990. By the time ScottishPower

" acquired Manweb in 1995, Manweb had had the opportunity to reduce its costs, and

indeed it had done so quite aggressively during the five-year period, within the context of
the incentive-based U K. regulatory framework. This framework is designed to reward
efficiency so Manweb had every incentive to reduce its cost base during this time.

Mr. Biewald also attempts to contrast geographic differences between the service
territories of Manweb and PacifiCorp, stating "Manweb serves a fairly small and densely
populated area in England while PacifiCorp serves a sprawling area . . .." (Biewald p. 14))
Are these distinctions accurate?

No, they are not. Manweb serves both densely populated urban areas, such as the City of
Liverpool, and much more remote rural areas, such as parts of north Wales. Likewise,
PacifiCorp's service territory includes both types of areas.

Mr. Biewald testifies that ScottishPower's achievements at Manweb and ScottishPower in
terms of price reductions are not superior to the results of other U.K. electric companies.
(Biewald, pp. 15-17.) Piease comment.

During the period in question, electricity rates in the U.K. were set under the price control
mechanism dictated by the U K. regulator. Manweb customers experienced similar
reducticns to the England and Weles average. We believe that, currently, cur prices to
consumers are extremely competitive. This is supported by the fact that ScottishPower
and Manweb were two of the first four companies in the U.K. to open up their franchise
markets to competition. Since the market opening in September 1998, we have lost just 5
percent of our franchise customers, all of whom have the opportunity to choose an
alternative supplier if they are not content with either the price or the level of service
offered by ScottishPower. In turn, these losses have been more than offset by the gain in
customers ScottishPower has achieved in other parts of the U.K.

Does this conclude your rebuttal testimony, Mr. MacRitchie?
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1 Q. Please state you name.

2 A. My name is Bob Moir.

3 Q. Have you testified previously in this docket?

4 A. Yes.

5 Q. What is the purpose of your rebuttal testimony?

6 A. My testimony will confirm that ScottishPower’s Customer Guarantees as offered by the
7 Company will provide a positive benefit to customers and I will respond specifically to
8 two of the conditions proposed by BPA witness in Mr. Maloney. I will also discuss

9 points raised by Committee of Consumer Services witness Paul Chernick relating to
10 Performance Standard 6 (telephone response time) and the report prepared by JBS
11 Energy, Inc. regarding our customer service standards and guarantees. This report,
12 entitled “Customer Service Standards and Guarantees: a Nationwide Survey and
13 Comparison to the ScottishPower/PacifiCorp Offer,” by Gayatri Schilberg (the
14 “Schilberg Report”) is included as Exhibit SP__ (BM-1) to my rebuttal testimony.

15 Q. Mr. Maloney's proposed Condition No. 29 would require the Company to

16 "continuously . . . provide service guarantees." Does the Company have concerns

17 regarding the wording of that Condition?

18 A. We have concerns regarding the wording of Condition No. 29, but not, we believe, with
19 the intent of the Condition. Mr. MacLaren's rebuttal testimony explains the Company's
20 concerns with reference to the Performance Standards. Since the same concerns exist
21 with the application of Condition No. 29 to Customer Guarantees, Mr. MacLaren's

2 rebuttal testimony provides the Company's response to this question.

23 Q. If the Commission does not adopt Condition No. 29 will the Customer Guarantees

2% provide positive benefits to the Customer?

25 Al Yes. Exhibit 6.2 to Mr. Maloney's testimony demonstrates that the Customer Guarantees

2% proposed by ScottishPower exceed both the Commission regulations and PacifiCorp's
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1 internal targets. After the merger, PacifiCorp's customers will know exactly what

2 standard of service they should expect from the Company. In addition, Mr. Maloney

3 agrees that there are key benefits associated with the Customer Guarantees. He

4 recognizes that they have value because they acknowledge customer inconvenience and

5 can be used by management as a tool to improve service quality. He also recognizes that,

6 since each guarantee is quantified, it is possible to determine whether the Company is

7 meeting its guarantee requirements. (Maloney, p. 9)

8 Q. How do you respond to Mr. Maloney's concern that there is a risk ScottishPower/

9 PacifiCorp will achieve its standards package at the expense of services it did not
10 consider important enough to include in its standard package (Condition No. 36)?
11 A. Mr. Maloney's concern can be addressed by ScottishPower/PacifiCorp's continued use of
12 meter set and meter test internal field response targets in Northern Utah after the merger.
13 PacifiCorp will establish internal field response targets where none currently exist, and
14 will continue to report performance against all targets on a quarterly basis. ScottishPower
15 is committed to providing standards that meet the needs of customers and views customer
16 service as an evolving process. However, these additional targets would be for internal
17 use only and would not be subject to publication or any penalty regime.
18 Q. Is ScottishPower willing to implement and tariff a dispute resolution process to deal with
19 customer guarantee failures (Condition No. 39)?
20 A. Yes, PacifiCorp will implement and include in its tariff a dispute resolution process for
21 dealing with claims regarding Customer Guarantee failures on a fair and consistent basis.
»n Q. Deseret has recommended that ScottishPower extend the Customer Guarantees to the
23 retail customers of distribution cooperatives (Stover, p. 22). Please respond.
u A ScottishPower would not be willing to offer Customer Guarantees to the retail customers
25 of distribution cooperatives. ScottishPower has no control over the service and reliability
2% standards that PacifiCorp's wholesale customers provide to their own retail customers. It

PAGE 2 REBUTTAL TESTIMONY OF BOB MOIR




1 does make sense for ScottishPower/PacifiCorp to be held accountable for service other

5 than to its own customers.
3 Q. Committee of Consumer Services witness Chernick addresses implementation of
4 ScottishPower’s/PacifiCorp’s proposed Performance Standard 6, which commits to
5 improving telephone service (p. 26), and the proposed Customer Guarantees (pp. 27-28).
6 What is your response to his recommendation that the Commission impose these
7 standards outside of the context of this merger?
8 A. Mr. Chernick recognizes the “significant improvement” over current practice that will
9 result from Performance Standard 6 (p. 26), as well as the value created by the proposed
10 Customer Guarantees (p. 27). He admits that the decline in payments under the Customer
11 Guarantees in the U.K. suggests there is some incentive effect from these payments. That
12 is, of course, one of the principal purposes of these payments and proof that they are
13 effective in improving service. Mr. Chernick then recommends that the Commission
14 order PacifiCorp to implement Performance Standard 6 and the Customer Guarantees, or
15 similar standards, regardless of the outcome of this case (pp. 27-28).
16 Clearly, Mr. Chernick recognizes the benefits to customers of Performance Standard 6
17 and the Customer Guarantees. He seems to discount these benefits, however, by
18 suggesting that the Commission should order that they be put into place without the
19 merger. Mr. Chernick fails to appreciate the significance of voluntarily adopted standards
20 as opposed to standards imposed by regulation. Voluntary standards can incorporate
21 stretch goals, as we have done in this case, and are much more likely to be implemented
2 enthusiastically.
23 Mr. Chernick also overlooks the point that ScottishPower has experience in implementing
24 Performance Standards and Customer Guarantees and understands the planning,
25 investments and programs required to achieve the standards. With this experience,
26 ScottishPower/PacifiCorp will be able to implement the necessary system and customer
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1 service improvements more quickly and more efficiently than PacifiCorp would be able

2 to implement on a standalone basis.

3 Mr. O’Brien states in his rebuttal testimony that without the merger PacifiCorp could not
4 implement Performance Standards and Customer Guarantees as extensively as the

5 package proposed by ScottishPower, nor could PacifiCorp implement them on the

6 schedule ScottishPower is proposing. Furthermore, PacifiCorp had no intention of

7 implementing the service standard package that Scottish Power is proposing.

8 Q. Please respond to Mr. Chernick's criticisms of the Schilberg Report.

9 A. Mr. Chernick first criticizes the Schilberg Report because it does not address SAIFI,

10 SAIDI or MAIFI (p. 41). There is a legitimate reason for not including these indices in a
11 national study. These three performance measures do not readily lend themselves to

12 meaningful comparisons among utilities. There are a number of factors that vary from

13 utility to utility that affect each index:

14  geography/topography: service territories may be mountainous, swampy, flat, prone
15 to landslides, densely or sparsely populated;

16 ¢ climate: some utilities regularly experience snow or ice storms, some are located in
17 more temperate zones; and

18 * definitions: variations on what is or is not included as inputs to the calculation of the
19 measures.

20 These factors undermine the relevance of comparing performance across utilities in these
21 areas. Notwithstanding this, ScottishPower’s proposal to reduce SAIDI, SAIFI and

2 MAIFI represents a meaningful and significant commitment to improve network

23 reliability in PacifiCorp’s service territory.

24

25

26
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1 Q. Mr. Chernick dismisses five of the eleven elements addressed in the Schilberg Report

) because, as Customer Guarantees, they “are not related to the merger.” (p. 41) Do you
3 agree with this contention?

4 A. I strongly disagree. ScottishPower has proposed the introduction of Customer

5 Guarantees as part of its merger commitments. As Mr. O’Brien’s testimony shows, any
6 contention that PacifiCorp could have made these service improvements as quickly, as
7 fully or with as high a probability of success without the merger is incorrect. (O’Brien

8 Direct Testimony, p. 7) Since the Customer Guarantees are a merger benefit which

9 ScottishPower has proposed, a comparison of the five Customer Guarantees with other
10 U.S. utilities’ service offerings is wholly justified.
11 Q. Mr. Chernick also dismisses the validity of including the telephone response and
12 complaint response Performance Standards because neither is “associated with any

13 consequence for the utility.” (p. 41) Please respond.
14 A. The purpose of these Performance Standards is to use external service targets to spur
15 improvements in business practices and to define clearly the level of service customers
16 have a right to expect. The result will be that service in the targeted areas will improve
17 measurably. The value of these Performance Standards lies in the improved service that
18 will result from well publicized targets and customer expectations, not in any penalty
19 payments that might be applied.

20 Q. Mr. Chernick concludes his characterization of the Schilberg Report by asserting that “the

21 praise in the report must be read as faint in many areas, if not outright damning.” (p. 42)

2 Do you agree?

3 A Not at all. In fact, I am astonished that he can reach such a conclusion. The Schilberg

24 Report states:

25 “In summary, the proposed customer service performance targets and guarantees
can be held up as a leading or “best practices” set of customer service

26 commitments. If adopted, they will provide benefits of manifest value to
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customers and should be recognized as a concrete and valuable benefit that
customers will gain from the transaction.” (Schilberg Report, Summary.)

2
% % ok
3
4 “The proposed ScottishPower customer commitments are clearly among the best
customer service commitments offered by U.S. utilities. In fact, the proposal is
5 arguably the most comprehensive set identified. No other U.S. utility’s customer
p service commitments addressed as complete a range of customer concerns or
issues as the proposed set. The importance of comprehensiveness lies in the
7 inherent trade-off between various customer service operations and issues. By
including both a SAIFI standard and a customer supply restoration standard, the
8 proposed standards focus the company on a balanced approach to maintaining the
0 overall system and responding quickly to outages. Similarly, by including a wide
range of customer responsiveness guarantees as well as system performance
10 targets, the company maintains incentives and measurability across the full range
of customer service concerns.” (Schilberg Report, p. 7.)
11
* %k ok
12
“The proposed customer guarantees address a more complete range of customer
13 ) . ) e
service attributes than any major U.S. utility’s customer guarantees we have been
14 able to identify. In several important measures, the proposed ScottishPower
guarantees are the most rigorous offered by any U.S. utility.” (Schilberg Report,
15 p-8.)
16 It is difficult to see how this can constitute faint praise.
17
Q. Does this conclude your rebuttal testimony?
18
A. Yes.
19
[PA991900.089]
20
21
22
23
24
25
26
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[. Executive Summary

To evaluate the “Service Standards Package” presented by ScottishPower and
PacifiCorp (SP/P), research was conducted to determine what customer service
standards and guarantees are currently in place within electric utilities
nationwide. These may be due to requirements of state regulatory Commissions
and/or commitments of individual utilities. Information was gathered from 43
regulatory Commissions and on 30 individual utilities.

The SP/P package is clearly broader than that presented by any other electric
utilities in the U.S. Although there were three areas offered by other utilities that
were not included in the 15 areas covered by the SP/P package, the overall SP/P
offer is more comprehensive than that available elsewhere in the U.S. While the
content of the SP/ I’ package is of high quality in each area, SP/P's offer in the
areas of reporting and auditing is clearly superior, with reporting both to the
Commissinn and rictamers along with automatic auditing to ANSI standards.

Elements, which differentiate the proposal, are:

* [tis the only utility committing to a standard of 80% restoration within 3
hours.

* [Itis the only utility that has committed to improvement in poorly performing
circuits and backed it by a financial penalty.

* While individual utilities may match SP/P's standard of a two day notice for
planned interruptions, none combine it with such a generous dollar credit if
the standard is not met.

¢ SP/P offers the most stringent target for installation commitment (24 hours)
as well as a financial guarantee matched by only one other utility (for
installation excluding setting the meter).

¢ For setting the meter, SP/P's target (24-hours) is superior to the 5-14 days (or
unspecified time commitment) offered by other utilities.

* SP/P'sinitial goal for telephone answering time classes it among the top three
electric utilities in this area, and its long-term goal is better than that offered
by any known utility.

* Noother utility provides a tighter standard than SP/P's 3 days' response to
Commission complaints.

SP17824
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¢ The SP/P appointment guarantee is similar to the other utilities in terms of
the target (meeting the appointment commitment) but financially more
generous than the others.

* SP/P's financial guarantee for responding to billing inquiries within a
specified time is more generous than other utilities. The guarantees for
responding to problems with the customer's meter and power quality
complaints are not matched in other utilities.

* SP/P's commitments to service quality are made without any financial
reward available to the company, and its penaltv-only structure is preferable
to one in which the utility receives rewards.

* The 5P/P offer would be Commission-approved, which provides a more
secure program for customers than a voluntary one which can be withdrawn
without Commission notice.

No other utilitv has such a consistentlv high qualitv customer service program
covering so many areas, accompanied by unequaled reporting and audmng
commitments. The package presented by SP/P is thus "best in class," and
promises to customers a high level of performance on a very broad range of
measures of customer service. The package is unmatched by the offerings of
other U.S. utilities.

II. Purpose

The purpose of this study was to undertake a review of the “Service Standards
Package” presented by ScottishPower and PacifiCorp. This review evaluates
whether this package is unmatched and ‘best in class’ among electric utilities in
the United States in terms of its range and content. The investigation comprlsed
the following steps:

* Research customer service standards and guarantees mandated throughout
each state by state regulatory Commissions

* Procure information on other customer service standards and guarantees
offered by large utilities.

As used in this study a "standard" or "guarantee" is a purposeful and public
attempt by the utility or Commission to maintain or improve service, which is
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acknowledged or even advertised as such.! Industry standards, state laws, and "
Commission codes defining tolerances for meter accuracy and voltage levels
were not included. Enforcement of such standards or guarantees can run the
gamut from simple reporting, to financial consequences for performance, such as
paying customer credits or receiving monetary rewards/ penalties. Standards
that are purely internal to the management of the utility were generally not
included.

III. Method

Statewide regulatory Commissions and individual utilities were contacted via
telephone, Internet search, email and fax to answer a set of questions regarding
standards and guarantees. These questions covered the areas of reliabi] itv,
installation, and customer contact. Utilities were selected which are investor-
owned with at least 150,000 customers.2 (No utilities met those criteria in Alaska,
Nebraska and Ternessee, which are largely served by public power.) Contacts
were made via the Regulatory Affairs branch of the utility. Information was also
solicited from state Commissions. The research was undertaken by a team of
four associates from April 19-May 5, 1999.

IV. Results

Responses were received from 43 regulatory Commissions. Half of these states
have no statewide standards, apart from a reporting requirement on major
outage events.3 Standards were created in several states as part of moving from
cost-of-service to incentive-based ratemaking (e.g., California utilities, Central
Maine Power), or as a condition imposed on approving a merger (e.g.,Puget
Sound Energy). )

! General guidelines buried deep in the utility's tariff, or statewide legislation
outside the purview of the Commission (for example the Civil Code), are not
included in this definition.

? Customers in 1996, according to data available from the Energy Information
Administration.

> States have varying criteria for what constitutes such a significant outage. SP17826
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Despite contacting over 70 utilities and holding companies, fewer responses were
received from utilities (11). Eleven utilities declined to respond to the questions,+
and many others were suspicious or feared the information might be used
against them in a competitive environment. 