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PACIFICORP TRANSITION PLAN
Andy MacRitchie and Matthew Wright
25 May 2000
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Transition Plan

— ScottishPower’s approach to business change
— A merger commitment

— S yearplan

—  Will radically transform PacifiCorp

— Key driver is customer service and system performance

PacifiCorp to be a “Top 10”
US utility by 2004

MWPACIFICORP

Making it happen.




PacifiCorp Stretch Goal For 2004

ing cost savings of $300m from 1998 level

"|~ Annual capital expenditure reduction of $250m from 1998 level

— Employee reductions of 1600, costing circa $185m
— Training and technology investment of $150m over 5 years

— Customer commitment investment of up to $55m

PacifiCorp Stretch Goal

$1,332m
($300m)
. $1,032m
Operating
Costs
(inc fuel) 5569
m w
Capital ($255m) 2
Costs $314m z
1998 2004/5 1998 2004/5 g
Source: 1998 PacifiCorp Annual Report and Transition Plan Estimates 3
W PACIFICORP
» FACIFILORP

Making it happen.




Transition Plan Targets Off 2000

Scenario $m | (*) 1998 | 2000/1 | 2001/2| 2002/3 | 2003/4| 2004/5| Cumulative

Reduction

Highly Optimistic | Operating Costs (inc fuel) 1,332 1,251 1,219 1,128 1,056 1,034 298
PacifiCorp

Stretch Goal CAPEX 569 429 380 338 314 314 255

Optimistic | Operating Costs (inc fuel) 1,332 1,255 1,240 1,164 1,104 1,088 244

CAPEX 569 432 384 344 318 320 249

Base | Operating Costs (inc fuel) 1,332 1,261 1,265 1,215 1,158 1,147 185

CAPEX 569 433 386 351 325 328 241

basis.

# PACIFICORP

Making it happen.

(*) Note: 1998 values have been restated to 2000 money values. Fuel consumption has
been equalized at 1998 volumes to demonstrate the savings targeted on a “like-for-like”

©1998 PACIFICORP | PAGE 4
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Generation And Mining

— Save on fuel contracts

— Transfer responsibility for fuel handling
— Reduce overtime

— Negotiate introduction of multi-skilling

— Combine management teams at Hunter and Huntingdon

#PACIFICORP

Making it happen.




Transmission And Distribution

— Reduce layers of management from 5 to 3

— Centralize Head Office departments

— Reduce number of depot offices by 40%

— Negotiate the introduction of home start for meter readers

— Implement a targeted sourcing program for materials

©1998 PACIFICORP | PAGE 6

Making it happen.
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Customer Service, Sales And Marketing

— Establish separate Customer Service function

— Improve productivity through new call scripting technology
— Implement real time credit checking system

— Focus Marketing on promoting efficient service delivery

— Create new Community & Economic Development group

©1998 PACIFICORP | PAGE 7

MPACIFICORP

Making it happen.




Corporate Services

— Eliminate executive positions

— Sell corporate jets

— Realize synergies in Audit, Tax and Treasury
— Create Shared Services Center

— Qutsource mainframe activities

MW PACIFICORP

Making it happen.
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Investment

Net Capex*

- Capex savings:

- Procurement
- Contractor management
- Focusing expenditure

~ Investment required over 5 year period includes:

- Training and Development $50m
- New Technology $70m
- _Information System $30m
TOTAL $150m
- Customer Commitments $55m

* Transition plan estimate. 2000 Money
Highly Optimistic Scenario

©1998 PACIFICORP | PAGE 9

MWPACIFICORP
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Costs Versus Service

Customer Facing Business OPEX ($m) CAPEX ($m) Service
Impact
Cum Enabling Annual Net Cum Enabling  Annual Net
Expenditure Savings Investment Savings
2001/05 2004/05 2001/05 2004/05
Procurement Savings — strategic sourcing etc - 10 - 11 -
Productivity & Efficiency Savings — internal and contractors 44 36 19 19 +VR
Organizational Savings — restructuring, synergies, etc 20 26 20 2 +VR
Smarter Investments — business focus etc - 5 23 40 +VR
TOTAL 64 77 62 72

Improved service:-

— Dispatch and outage management technology
— Call Center technology

— Network automation to reduce outages

— Improved response by Field Crews

— Redirect investments into poorly performing circuits

©1998 PACIFICORP | PAGE 10

— Training Centers to improve skill base

#PACIFICORP

Making it happen.




Re-Focusing The Organization

CEO & President

General Counsel SVP
Human Resources

Executive VP | VP
(based in Utah) Business Development
[ | I |
SVP SVP SvpP CFO SVP
Power Supply Power Delivery Business Services Regulation & External Affairs

Generation +  Transmission e T

Mining + Distribution »  Shared Services

Trading »  Customer Service

— Clear accountabilities and balanced responsibilities
— Consistent business drivers ensuring focus

— Commercial discipline driving decisions

©1998 PACIFICORP | PAGE 11
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Workforce Reductions - Stretch Goal

Workforce Reductions By Business Area

2000/01 2001/02 2002/03 2003/04 2004/05
Corporate 82 175 225 227 234
Information Systems 11 63 78 82 86
Transmission and Distribution -27 115 546 738 738
Production (including Fuel) 97 175 318 335 345
Customer Service, Sales and Marketing 71 99 131 143 149
234 627 1298 1,525 1,552
Workforce Reductions By Geographic Area

2000/01 2001/02 2002/03 2003/04 2004/05 Current | % Reduction
Oregon 59 181 469 553 570 2,200 26%
Utah 118 319 548 625 629 2,914 22%
Wyoming 45 100 228 258 264 1,623 17%
Washington 2 15 29 53 53 862 6%
Idaho 8 10 22 34 34 177 19%

Other 2 2 2 2 2 112
234 627 1,298 1,525 1,552 7,788 20%

# PACIFICORP

Making it happen.

*Actual Transition Start Point

©1998 PACIFICORP | PAGE 12




Organizational Changes - Geographical Positioning

Oregon Utah

Production SBU

Income Collection Center

Corporate HQ
Distribution SBU
Customer Service Center Metering Business
Centralized Dispatch
WES

Procurement

Transport Business

Mining

Community & Economic
Development

#PACIFICORP

Making it happen.
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PacifiCorp Stretch Goal - Achieving “Top 10”

Non Generation Cost / Customer

1 $173
) $186
<
10 $228
30 $270
50 $292
75 PacifiCorp $352 $200*

— Deliver enhanced Customer Service and System Performance

— Meet merger commitments

Source:FERC Form 1 1998
{Non generation costs exclude bad debt & customer informational expenses)

§ yﬁw“—“ﬂ”ﬁ *Transition Plan estimate

NB: Highly Optimistic Scenario

©1998 PACIFICORP | PAGE 14
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Generation - Achieving “Top 10”

6.00
(a) Coal Fired Plants without Scrubbers with Capacity Factor > 50%
- Non-Fuel Expense less Rents, Allowance and Scrubbers
5.00 1998 Decile Border
...... 2004 Decile Border
\ Carbon (a)
4.00 Wyodak (b)
Naughton (c)
£ )
= | / (c) (d) (e) 4 Johnston  (d)
& 3.00 = ,
o T - Huntington (e)
= S Hunter (f)
(9) .
/ Bridger (9)
2.00 T
L
1.00 m
1000 1500 2000 2500 3000 3500 °

Plant Net Capacity, MW

Making it happen.




