BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

In The Matter Of The Application of )

PacifiCorp and Scottish Power plc ) Docket No.2985-04
for an Order Approving the Issuance )

of PacifiCorp Common Stock )

SCOTTISH POWER
REBUTTAL TESTIMONY OF ALAN V. RICHARDSON

JULY 16, 1999



INTRODUCTION
Please state your name.

My name is Alan V. Richardson. | previously sutied Direct and Supplemental
Testimony in this docket.

What is the purpose of your Rebuttal Testimonthia proceeding?

| will restate the benefits of this transactionestablish that approval of this application is
in the public interest. My testimony also discise new commitments and
clarifications that ScottishPower makes to respondsues raised by other parties so as
to leave no doubt about the benefits of the traiwac | will address the issues raised,
and conditions proposed, by the Division of Publidities (DPU) and other parties. My
testimony also responds to a number of other issussd by the Committee of
Consumer Services (CCS), the Large Customer GildD), the Utah Industrial Energy
Consumers (UIEC), Nucor Steel (Nucor), Deseret Gaiman & Transmission Co-
operative, Inc. (DGT), and the Utah Department om@unity and Economic
Development. Finally, | will comment on the stigtibn ScottishPower has reached with
Salt Lake Community Action Program (CAP) and Croads Urban Center (Crossroads).
Who else will be providing rebuttal testimonylmehalf of ScottishPower?

Mr. Graham Morris will discuss financial, accoung, and ratemaking policy issues. He
will also introduce ScottishPower's commitmentsardigng the methodology to be used
for allocating corporate costs prior to closinglué transaction. Mr. Andrew MacRitchie
will discuss ScottishPower's methodology for acimg\cost savings at PacifiCorp, which
will be set out in ScottishPower's transition plare filed with the Commission six
months after the transaction closes. Mr. RobinIMaen and Mr. Bob Moir address
ScottishPower's commitments on network reliabibfety and customer guarantees.
Their testimony also responds to a number of isgiesd by various parties regarding
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our service quality proposals.
BASISFOR APPROVAL OF THE TRANSACTION

Benefits of the Transaction

Q. Please summarize the benefits of this transatdioRacifiCorp's customers in Utah.

A. ScottishPower has committed to transform Pacifgdoto a leading U.S. electric utility.
We will introduce an unmatched package of systerfopeance and customer service
standards that will significantly raise the levékervice provided to PacifiCorp's
customers. ScottishPower will also achieve efficies and cost savings in PacifiCorp
that will lead to prices lower than they would hde=n without the merger.
ScottishPower has also made significant commitm@ngsivironmental programs,
including developing an additional 50 megawattseolewable resources and introducing
a "green tariff.” In addition, ScottishPower haad®a substantial commitments to the
communities PacifiCorp serves. These include:ragi@lb million to the PacifiCorp
Foundation; developing educational programs; angliging new funding to develop
programs for conservation efforts and to assistilts@me customers.

Q. How can the Commission be assured that thesditsenél be delivered to Utah
customers?

A. We committed to providing these benefits to Utatomers in our direct testimony in
this proceeding. In their direct testimony, witses for the DPU have identified several
issues and proposed a number of conditions thatrdz®mmend the Commission adopt
in order to minimize perceived risks of the trangacand to ensure that the benefits
ScottishPower has proposed to bring to Utah custoare realized. In our rebuttal
testimony, ScottishPower will comment on theseassthe proposed conditions, the

necessity of these and the extent to which sontieesh may provide additional measures
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to ensure the tracking and delivery of these benafid additional protections to

reinforce our commitments.

Additional Commitments

Q.

What new commitments are PacifiCorp/ScottishPanaking in their rebuttal
testimony?

In our direct testimony, we had proposed to agliafter closing of the transaction, our
proposed methodology for the allocation of corpmeatd affiliate investments, expenses
and overheads. To provide assurances about ounitorant to make this methodology
available, we accelerated that filing to June B®9l This item is further discussed in
Mr. Morris's rebuttal testimony.

How do you address concerns regarding the umartaat ScottishPower will be able to
achieve cost savings in the future? (Goins, ppl4;3Anderson, p. 64; Brubaker, p. 20.)
We intend to produce our plan to achieve thesega, which should serve to reduce this
uncertainty. Our "transition plan” will be filedithr the Commission within six months of
the closing of the merger. It will identify theeais in which ScottishPower expects to
achieve cost savings, the plan for achieving theemd,the expected cost and benefits of
such initiatives. This commitment is discussedherr in the rebuttal testimony of

Andrew MacRitchie.

Standard for Approval of the Transaction

Q.

Has PacifiCorp/ScottishPower made the necesbkawyisg to warrant approval of the
transaction?

We believe we have surpassed the standard fooeglpof the transaction. As | am
advised, the Commission has adopted a net posiémefit standard; the transaction

should be approved if we demonstrate net positreht to the public interest in Utah.
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We have demonstrated that Utah will receive sulisiamet positive benefits upon
approval of the transaction.

How do you respond to CCS's claims that Scottgle?'s service proposals, "while
superficially attractive, are not well thought thgh." (Chernick, p. 5.)

These service proposals are more than just "S§aadlly attractive." ScottishPower's
package of performance standards and customerrgaasawill bring tangible,
measurable improvements in the service receivdeldoyfiCorp's customers. As
discussed in Mr. MacLaren's testimony, customelsevéne improvements in reliability
and service quality planned by ScottishPower. Moee, ScottishPower's commitments
are clear and their achievement is guaranteedaftShPower fails, it will pay penalties
or make payments to affected customers. As disdussMr. MacLaren's testimony,
ScottishPower has implemented programs such as thesir own service territory and
in the service territory of Manweb, so we have g/ ¥eorough understanding of our
proposals and the benefits they bring to custom&he suggestion that our proposals are
not "well thought through” may be based on the flaat we have made refinements in the
various jurisdictions to accommodate the particaiezumstances and interests of each
jurisdiction. For example, in stipulations with @mission Staffs in Oregon and
Washington, we have revised our service proposaissponse to specific concerns
identified by the Staffs. Our willingness to deyelcustomized provisions to
accommodate the needs of each jurisdiction shaaiMdwed favorably, and not as an
indication that our proposals were not fully deysd.

CCS witness Chernick testifies that PacifiCorpusti be able to improve its levels of
system performance and customer service as a atand-company, without the merger.

(Chernick, pp. 12-14.) Please comment.

PAGE4 REBUTTAL TESTIMONY OF ALAN V. [ 2075 4.-



What Mr. Chernick fails to appreciate is thattlwe absence of the merger, it is only a
matter of speculation as to what level of improvetagif any, PacifiCorp would achieve.
As Mr. O'Brien has testified, absent the mergeiffaarp has no specific plans to
improve its levels of system performance or custoseevice.

How do you address Mr. Talbot's concern thatfRamip will "delay the re-setting of

rates" to retain the benefits of cost savings?b@tap. 5;_see alsGoins, p. 12;

Brubaker, pp. 20-21.)

As discussed in Mr. Morris's testimony, we arencaitted to reflecting the corporate cost
savings that we achieve in PacifiCorp's resultsparations in PacifiCorp's regular, semi-
annual earnings reports to the Commission. Thpsgeating results can be expected to
show cost savings in other areas as well, as #@s8egs materialize. The necessary
information will thus be available on a timely =& enable the benefits from these cost

savings to be passed through to customers.

CONDITIONS PROPOSED BY THE DPU
The DPU recommends approval of the merger wittditmns. How does ScottishPower
respond to this recommendation?
Naturally, we are pleased that the DPU has recentted approval of the merger.
Witnesses for the DPU have also proposed a totéb aonditions for the Commission to
adopt. Many of these conditions are acceptab&ctitishPower; indeed, some of these
are derived from ScottishPower's own commitmentiisproceeding and elsewhere.
Some of the proposed conditions are acceptablenniple; however, additional work is
needed on the precise wording for them to be aabépto ScottishPower. We do

believe, however, that a few of the conditionsraotappropriate or necessary for
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adoption in this case and these would not be aabkpto ScottishPower.

Which conditions does the DPU propose to addregain financial and corporate
concerns?

DPU witness Cleveland sponsors conditions 2 thinolB3, and 25. ScottishPower
generally agrees with these proposed conditions satme exceptions. The principal
exceptions are: (1) for condition 2, the cost aten methodologies should address only
corporate costs; and (2) for condition 4, only neertgansaction costs should be treated
below the line. The conditions proposed by Msv€land are addressed in the rebuttal
testimony of Mr. Graham Morris.

Which conditions does the DPU propose to dedl adatst savings and other financial
issues?

DPU witness Burrup sponsors proposed conditighthliough 19. ScottishPower agrees
with some of these conditions, with the exceptibnanditions 14, 16, and 18. The DPU
recommends condition 14, requiring a 2001 Inforovadl Filing, to address the perceived
risk that the $10 million in corporate cost saviggsaranteed by ScottishPower will not
be realized in rates. We believe that this coaditvould not address this issue, given
that Utah uses historical test years in rate casebScottishPower has not committed to
achieve this level of corporate cost reductionsl @002. Condition 14 is based upon a
term in the stipulation ScottishPower and PaciffCentered with Wyoming Consumer
Advocate Staff, and is appropriate there given ¥gbming sets rates on a different
basis from Utah. ScottishPower believes thatggilar, semi-annual earnings reports to
the Commission will provide timely and adequat@infation to the Commission on this
point. These conditions are further addressetanrdbuttal testimonies of Andrew

MacRitchie and Graham Morris.
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Q.

Does the DPU propose any other conditions towg&hlaccounting and other ratemaking
issues?

Yes. DPU witness William A. Powell sponsors prepd conditions 20-24 and 26-28. In
general, we agree with these conditions. We ddali¢ve that condition 27 is fair or
appropriate in the context of this proceedinguéssregarding cost of capital are more
appropriately addressed in a general rate caseal$@alo not agree with condition 24.
These conditions are addressed by Mr. Morris irrdfisittal testimony.

Which conditions does the DPU propose to dedl system performance and customer
service guarantees?

DPU witness Maloney sponsors proposed condit@éhgrough 39, suggesting
modifications to the performance standards ancdoust guarantees that ScottishPower
has proposed to implement. Robin MacLaren andMoip address these proposed
conditions in their rebuttal testimony.

Does the DPU propose any conditions addressiatfiSltPower's commitment to
develop renewable resources and employee benefits?

Yes. DPU witness Kenneth Powell sponsors progpasaditions 40 through 42. 1 will
address the reasons that condition 42 is not aalskepto ScottishPower.

DPU witness Alt also sponsors condition 44 primgdhat Utah shall also receive all
conditions or benefits agreed to by ScottishPowétazifiCorp in other jurisdictions.
How do you respond to that?

| do not believe that is an appropriate conditidxs we have advanced through the
approval process in six states, parties have ragse@s that are germane to each state.
We have also learned that what is important tagmm one state may not be important

or relevant in other states. Thus, ScottishPowdrRacifiCorp have made agreements
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along the way to address the concerns that haveraesd in each state. Each of these
agreements represents a balance of the issued maiggiven state and an effort to
ensure a comparable level of benefits to each.stidtas, it would distort the balance we
have sought to achieve by simply importing intolUtalock, stock, and barrel -- all of
the agreements that ScottishPower and PacifiCoke nmaevery other state. Instead, our
focus has been on satisfying the legitimate arelegit issues and concerns in the State
of Utah.

Please comment on DPU proposed condition 46.

DPU witness Alt also sponsors proposed condii6npunder which ScottishPower and
PacifiCorp would accept the risk of less than fatiovery of costs based on the treatment
of costs that Utah may order differently from othersdictions. We do not believe that
this is fair. As | am advised, under U.S. lawudlgc utility is entitled to have rates set at
a level sufficient to recover all of its allowedst® plus earn a reasonable return on its
investment. The result should not be differefat dompany happens to serve more than
one state. We would therefore prefer that alestafree to resolve inter-jurisdictional
cost allocation issues and adopt common practiteswhere is clear financial harm

associated with adopting any given methodology.

Rate Cap

Q.

Several parties testify that the Commission shaupose a rate cap or rate freeze as a
condition to merger approval. (Alt, p. 9; Brubakep. 47-50; Anderson, p. 62; Goins,

pp. 15-16.) Do you believe a rate cap is necessaappropriate in this case?

Absolutely not. A rate cap or freeze is not resegy in this case to establish that there are

net positive benefits for Utah customers that vaflult from this merger. ScottishPower
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has committed to deliver substantial, quantifiabiprovements in system performance
and customer service that will bring benefits tatUtustomers at no incremental cost to
PacifiCorp's existing budgets. ScottishPower s lzeen quite clear regarding its plan
to identify and pursue operational efficiencies aast reductions through its detailed
transition planning process. Our proven track réad transforming utilities should
provide assurance to the Commission that ScottisePwill be able to achieve rates
lower than they would be absent the merger, witlloeiheed to order a rate cap or
freeze. Our guarantee of a minimum of $10 millimcorporate cost savings alone
ensures that. Moreover, ScottishPower has madendgaments to the environment,
employees, and communities that will bring addiidmenefits to Utah.

Is a rate cap necessary to protect customersrisksiassociated with the transaction?
No, it is not. Any legitimate risks that havedpeidentified are adequately addressed by
commitments ScottishPower has already made oricahditions proposed by the DPU
which are acceptable to ScottishPower, such thatieacap is not required to compensate
for any residual risks.

Is a rate cap necessary to guarantee that cosgsavill be achieved and passed on to
customers?

No. ScottishPower has provided substantial tded@vidence of its intent and ability to
reduce operating costs at PacifiCorp. We haveasmmitted to a mechanism to identify
those savings by filing our transition plan. Th&iags attributable to ScottishPower's
initiatives will be incorporated in PacifiCorp'ggtdar earnings reports to the
Commission, and will be reflected in rates throtlyghhnormal ratemaking process. We
believe it is inappropriate to cut rates in anttipn of achieving these savings,

particularly in Utah which uses a historical tesayin rate cases and does not base rates
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on projections or forecasts of costs or revendegeneral rate case, not a merger
proceeding, is the proper process in which to ipoate in rates cost savings that have
been achieved, and for the Commission to evaludateeasame time a whole host of other
legitimate issues and considerations. For thessores, DPU's proposed condition 43 and
the similar conditions proposed by other withesseseither necessary nor appropriate
in this case.

OTHER ISSUES

Basisfor This Transaction

Q.

CCS witness Chernick notes that this transaciaes not present "opportunities for the
usual magnitude of cost reductions,” and furthaint$ that "there is no clear connection
between improving PacifiCorp performance and thegere' (Chernick, pp. 4-5; see also
Anderson, p. 47-48; Brubaker, pp. 9-10.) Alongsthknes, UIEC suggests that the
Commission should reject this merger so that Raeifp could merge with a
geographically proximate electric utility. (Brulsakpp. 44-45.) How do you respond to
this testimony?

It is pure speculation to suggest that theranlaer merger candidate capable of
delivering benefits to PacifiCorp customers gretitan those offered in this transaction.
In that regard, no potential suitor has emergdatienrseven months since this transaction
was announced in December 1998. A merger canstiigd on grounds other than the
obvious cost savings that can be produced by editimg duplicative operations. The
efficiencies we are striving to create go far bel/time mere elimination of redundancies,
and stem from doing things better, by transforniagifiCorp through employing best
practices and streamlining operations. Theseieffotes will produce cost savings that,

over time, will lead to rates lower than they othise would be. We are also committing
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to providing improved service to PacifiCorp custosaeScottishPower's unprecedented
package of performance standards and customerrgaasawill bring tangible,
measurable improvements in the service receivdédayfiCorp's Utah customers. Mr.
O'Brien's rebuttal testimony discusses other reaadry the Commission should not
reject this merger in favor of another, hypothéticansaction.

UIEC also testifies that the Commission shoultlapprove this merger because, if it
does, any future acquisition of PacifiCorp whichilcbachieve the efficiencies of a
merger between geographically proximate utilitiesld be blocked by the Scottish
Government through its "special share." (Brubagpr,44-45.) Please comment.

Mr. Brubaker delves into even more remote spemrabout future opportunities by
raising this point. This is just another attempt BEC to deflect attention from the real
issues in this case. The Commission should eathatbenefits of the specific
transaction that is presented, and not engagescusgtion about the potential for a future
merger and what the Scottish Government may ormoago if presented with an
opportunity down the road. Indeed, the "speciafshwould offer a measure of
protection against an improvident acquisition obtishPower and, hence, PacifiCorp, as
described in my Supplemental Testimony at p. 18.

How do you respond to Mr. Talbot's claim that dbgective for acquiring PacifiCorp is

to use the regulated business as a "base for @gpanto mostly unregulated businesses”
(Talbot, p. 4) or to pursue a "partial sale of R@arp" (Talbot, p. 20)?

This misses the point of the transaction entirélynety-five percent of the
ScottishPower business is regulated, and our agpastin the regulated "poles and
wires" business. PacifiCorp was attractive to &sloPower precisely because of its

position as a regulated utility. It is a commitrhby ScottishPower and PacifiCorp to
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improve the regulated operations that motivatestthainsaction. Contrary to Mr. Talbot's
assertions, there is no strategy to move away tontore business as a regulated utility.
Dr. Anderson claims that the transaction may e®ecifiCorp to lose its focus on core
electric utility operations, given ScottishPowé&egpansive strategic goals." (Anderson,
p. 48.) Mr. Talbot also claims that there is akrof management distraction" associated
with the transaction. (Talbot, p. 5.) Is thisskof the transaction?

No. ScottishPower's international aspiratioresfacused on the U.K. and the U.S., and
not on "flag planting" around the globe. Moreowbe combination enhances the ability
of PacifiCorp to focus on its core business. Sslotower's reputation for sticking very
closely to its core utility skills was an importartnsideration for PacifiCorp in deciding
on this being the right transaction, as discusgedib O'Brien in his direct and rebuttal
testimonies. Both organizations focus on the egal utility business, possess the same
core competencies and depend upon these competémaeacceed in their efforts to
operate an electric utility. By merging the tworgmanies, PacifiCorp receives the
opportunity to benefit from ScottishPower's besictices and both companies benefit
from the reduced risk through geographical diveraifon of regulated utility operations.
The diagram which Dr. Anderson includes as his Bixhi  (RMA-9) is entirely
consistent with our commitment to transform andrggthen PacifiCorp. Only after we
have established the necessary foundation andge®tpward achieving our objectives
of transforming PacifiCorp, and thereby establigrarstrong base, will we be in a
position even to consider pursuing a plan to furttevelop our interests in the U.S. Our
track record since 1992 confirms that we do not@ed to the next phase of a strategy
until we have substantially accomplished our obyectvith respect to existing

operations.
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Nucor, UIEC, and CCS suggest that the acquisitiag put pressure on ScottishPower to
divest generation and transmission assets. (Gpiris; Anderson, p. 50; Talbot, p. 30).
Is there a strategy to divest non-distribution &ssss suggested by their testimony?

No. As stated in my direct testimony, we are merging with PacifiCorp for purposes of
divesting any assets of the regulated utility bess) including generation assets. The
exhibit upon which Dr. Anderson relies for his staent (Exhibit __ (RMA-10)) was not
prepared by or at the request of ScottishPowerditbwe have any input into it. The
document represents only the view of a particutalyst at HSBC, and even those views
do not relate to this transaction.

Dr. Anderson states that ScottishPower's "sileanassues relating to electric
restructuring is "very troubling." (Anderson, @.% Mr. Brubaker also suggests that the
Commission should "extract" from ScottishPowerhiis tase a commitment on
restructuring. (Brubaker, pp. 42-43; s#80Goins, pp. 17-18.) Is this issue appropriate
for consideration in this proceeding?

No. We have consistently maintained that isse&ging to industry restructuring involve
considerations and parties that are much broaderttiose properly presented in this
case and, thus, are not appropriate for consideratithis proceeding. ScottishPower is
prepared to contribute to the debate on restruuimcluding participating in the Task
Force established by the legislature to examinteugsiring in Utah. For this reason, we
have moved to strike certain testimony of Mr. Bikdraand Mr. Goins on these issues,
including stranded cost recovery and the separafidransmission assets. Mr. O'Brien
testifies further as to why such issues are newegit to this case.

Mr. Brubaker testifies that this Commission sklaahpose similar conditions on

PacifiCorp to those imposed by U.K. regulators catshPower regarding this
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transaction, including the separation of PacifiCogeneration and transmission assets.
(Brubaker, pp. 37-40.) Please respond.

A. While we agree that some of the conditions impdsgthe U.K. regulators may be
appropriate for U.S. regulators to impose -- sugBrasuring no cross-subsidies take place
between companies in the ScottishPower group endition regarding separation of
transmission and generation assets is not apptepridne U.K. regulators are operating
in an entirely different environment, where the ggmment has already ordered
restructuring of the electric industry and openeasc These conditions do not exist in

Utah today, and this sort of condition is simply applicable at this time.

Effect on Operations and I nvestment

Q. LCG and DGT suggest that the premium paid byt&stdower to acquire PacifiCorp
"will exert additional pressure for significant teeductions” (Anderson, p. 39; Stover, p.
19). Will the magnitude of the premium cause SsloRower to operate PacifiCorp in a
manner that is actually detrimental to customers?

A. There is no basis for this concern. ScottishRdakes a long-term view of its
investment in this business. The actions postilayethese witnesses would likely cause
an adverse effect on the levels of customer seraiwg we have committed to move in
the opposite direction in terms of the quality o§tomer service. ScottishPower has
proposed the most comprehensive service qualitygogcof any U.S. utility, as described
in Mr. Moir's testimony. This service package guees that ScottishPower will make
appropriate levels of investment in PacifiCorp #mat service to Utah customers will not
be adversely affected by the merger. Indeed,litogisubstantially improved. This sort

of risk is further minimized by the decentralizggpeoach that ScottishPower takes to
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managing its businesses. ScottishPower gives@athbusinesses a great deal of
autonomy. Given the local control that PacifiCaif) have in planning its operations,
there should be no serious concern that they wdrade in any manner. To the contrary,
ScottishPower is committed to improve the levebpérations and customer service at
PacifiCorp.

Have any of these risks identified by Dr. Andersod Mr. Stover been realized in
ScottishPower's other utility acquisitions?

No. I could understand this concern if Scottisiwer had a history of acquiring utility
businesses and then reducing capital investmenaléowling service quality to
deteriorate. ScottishPower's track record, howesejuite to the contrary. Not only has
ScottishPower maintained or increased the leveapital investment in Manweb and
Southern Water, customer service has also improvbdth of these businesses since
they were acquired by ScottishPower.

UIEC, CCS, and Nucor testify that the premiundgar ScottishPower to acquire
PacifiCorp will cause PacifiCorp's rates to inceea@Brubaker, p. 47; Talbot, pp. 26-30;
Goins, p. 10). Is there any validity to this comée

No. The transaction will not increase ratesstrias noted in Mr. Green's testimony, the
corporate cost reductions to which we are commitied the other cost savings we
expect to achieve, will lead to rates that are Ioivan they otherwise would be without
the transaction. The transition plan, discusseédrinMacRitchie's rebuttal testimony,
will identify the areas in which these cost saviagié be achieved. Second, the
investment which ScottishPower will be making irci#@orp's system to improve
service quality will not increase overall costsdascribed in my Supplemental

Testimony. Finally, ScottishPower is not propodimgecover the transaction costs from
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Utah customers, but rather will bear these cos#dfit Indeed, this issue can be fully
addressed by the DPU's proposed condition 45, wkiahceptable to ScottishPower.
There is thus no basis for the statement thatr#msaction will likely result in higher
rates for Utah customers.

Costs of Implementing the  mprovements

Q. Nucor witness Goins claims that the Company lehsilemonstrated the cost-
effectiveness of the service quality improvemenis proposing. (Goins, pp. 8-9.) Is
this true?

A. Several points need to be made in this regaidt, Fhe estimated $55 million, to be
spent over a period of five years, will not caBseifiCorp's overall capital and revenue
budgets to increase, as discussed in detail inuppl®mental Testimony at pages 7-8.
Rather, ScottishPower will seek other efficiengresapital and operating expenditures,
make investments which lead to operational efficiesy and modify capital projects in
PacifiCorp's existing budget. This refocusingrofastment will not have an impact on
the rates of Utah customers. Second, the studiydad as Exhibit __ (AVR-7) with my
Supplemental Testimony suggests that the valualgftevo of these improvements is
approximately $60 million per year, far outweighihg costs of implementing the entire
package. This study, which is discussed in Mr. Maen's rebuttal testimony, quantifies
the economic benefits of only a portion of our gk of service quality improvements.
Third, the Commission always retains jurisdictioseioPacifiCorp's rates, and has
remedies available in rate proceedings if it deteesithat expenditures are unnecessary
or imprudent. For these reasons, the costs rafjtorachieve the service improvements

are clearly outweighed by the benefits.
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Environmental |ssues

Q.

How have the other parties responded to ScottisbPs environmental initiatives, such
as the commitments to develop additional renewasieurces and implement a "green
tariff"?

This part of ScottishPower's proposal is suppbhig several parties, who recognize this
as a merger benefit, viz.: The Land and Water Fafride Rockies; The Southern Utah
Wilderness Alliance; The Wasatch Clean Air Coalitidhe Grand Canyon Trust; The
Utah Office of Energy and Resource Planning; aeditah Department of Natural
Resources. Like these other parties, ScottishPbeleves that developing renewable
resources is not only good for the environmens &lso good for customers.

Mr. Burks testifies that the absence of a specimmitment in ScottishPower's
testimony to continue or enhance investments ingyrefficiency programs is a "gap"” in
the filing. (Burks, p. 4.) How does ScottishPowddress this comment?

While ScottishPower supports conservation effoss also know that issues such as
conservation are strongly responsive to local doomts and concerns. ScottishPower
was not sufficiently familiar with the local issuesneeds to make a specific proposal
regarding conservation in its direct testimonydila February. ScottishPower has now
convened working groups of interested parties eéntidy existing needs and opportunities
for energy savings. Through this process, we f@asstablish partnership arrangements
that will identify additional conservation programmsit can be delivered cost-effectively.

Such arrangements will become part of ScottishPevpéans in the future.
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With regard to ScottishPower's commitment to tgyadditional renewable resources,
DPU witness Kenneth Powell sponsors condition 4t would provide that
ScottishPower's commitment is conditioned on tlseueces meeting the cost-
effectiveness standards of the IRP at the time.P@vell, p. 6.) How do you respond?
ScottishPower's commitment to develop these megsus not conditioned by only
considerations regarding recovery of the investma@ihis proposed investment reflects
our commitment to the environment, and we beliévepgresents a sound decision to
diversify PacifiCorp's resource portfolio. Thus think that there are additional
considerations beyond simple cost-effectivenedsstiauld be factored into a decision
regarding recovery of the investment. ScottishRowk make a showing in a rate
proceeding that additional renewable resourcesidieel for the first time in the rate base
or revenue requirement are a prudent investment.

Nucor testifies that this commitment is not a geebenefit because PacifiCorp should
undertake the investment absent the merger ifcbst-effective. (Goins, p. 14.) Please
respond.

As Mr. O'Brien has testified, PacifiCorp has narpto make this level of investment.
PacifiCorp could meet its energy needs by makiugreety of investments or purchases.
ScottishPower's commitment is real, and is a betredt would not be realized absent

this merger.

Commitmentsto Employees and Communities

Q.

In your Direct Testimony, you outlined a numbecemmitments ScottishPower would
make to PacifiCorp employees. How have the otheigs addressed these issues?
No party has disputed the value of ScottishP@y@oposals in this area. The DPU has

proposed condition 42, providing that for two ye@i®wing approval of the merger,
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PacifiCorp's Utah employee benefits will be helb&t. This term is consistent with the
ScottishPower/PacifiCorp merger agreement, anddspdable to ScottishPower.

Mr. Winder, testifying for the Utah Department@dmmunity and Economic
Development, recommends that the Commission imposditions regarding a strong
corporate presence in Utah. How do you respond?

It is certainly my intention that PacifiCorp willemonstrate in many ways its
commitment to and support of employees, citizeosiriesses, and economic
development in Utah. ScottishPower's commitmemhose interests permeates our
testimony in this case. Moreover, | have persgmakt with employees, business
leaders, and elected officials in Utah, including Governor, to communicate our
determination to bring significant benefits to Btate of Utah through this merger.
Having displayed this commitment and initiativelol not believe it is necessary or
appropriate to try to reduce these intentions taddmns ordered by this Commission. |
especially do not agree with Mr. Winder's suggestiat all of the "unfulfilled
conditions" from the merger of Utah Power and Ra&tbwer should be reimposed. This
merger needs to be reviewed in light of todaysutirstances and this transaction. | am,
however, open to the suggestion of Mr. Davis thaicentinue to discuss and arrive at
mutually agreeable solutions to the issues raisexs40 enhance ScottishPower and

PacifiCorp's ability to be a beneficial influencethe State of Utah.

Low-Income I nitiatives

Q.

ScottishPower has committed to double the comanitirfrom $1.5 million to $3 million,
for expenditures for low-income energy service€Svitness Gimble is dismissive of
this commitment, stating that PacifiCorp could ratds commitment independent of

the merger. (Gimble, p. 27.) How do you respond?
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PacifiCorp has no plans to increase these expaedi thus this benefit would not be
achieved absent the merger with ScottishPower.G¥nble also refers to the task force
the Commission has established to study low-incesiges. ScottishPower believes that
our commitment to low-income customers will deliesssistance with more certainty
than simply relying on the task force. Indeedpasgcated in the direct testimony of
Jeffrey Fox on behalf of CAP and Crossroads, Stdewwer and PacifiCorp have
already entered a stipulation with those partiexisying commitments that address
issues important to these organizations.

Does this conclude your rebuttal testimony, Mch@rdson?

Yes, it does.
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