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August 6, 1999 2:00 p.m.

PROCEEDINGS

CHAIRMAN MECHAM: Let's go bkon the
record. We've actually had three pewagle would
like to say something for Public Witn&ssy. We'll
allow them to speak, but I'm going taitiyou to no
more than five minutes. And we've alsteived four
letters from legislators to which ldfer later.

The first one to sign up forsthfternoon
is Lee Brown. Then Lew Pilkington, tHeichard
Laramer.

MR. LARAMEE: Laramee.

CHAIRMAN MECHAM: Laramee. ybu can keep
your remarks to five minutes or lessdveppreciate
it. Mr. Brown. Would you like to makesworn
statement?

THE WITNESS: Yes, sir.
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CHAIRMAN MECHAM: | should neffor the
three witnesses, you're free to makears
statement, which means that the Comanssan make
Findings of Fact on the statementsybatmake in
our order, but you do subject yourselhte
possibility of cross examination. Thais cross
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examination has not been a factor.olf gjon't want
to make a sworn statement, you candasto, and
we'll use that for -- | didn't mean tbéinket.

MR. DODGE: Just period?

CHAIRMAN MECHAM: Yeah. If ypwant to
make an unsworn statement, you can dorso
informational purposes. Mr. Brown, staand we'll

swear you in.

LEE R. BROWN,

A public witness, havingeheduly

sworn, was examined antified as

follows:

CHAIRMAN MECHAM: Thank youMr. Tingey.

DIRECT EXAMINATION

BY MR. TINGEY:
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Q Would you please state youm@and
address.
A My name is Lee R. Brown.
CHAIRMAN MECHAM: Could you ta that mike
on, please? Push the button.
THE WITNESS: My name is LeeBRown. I'm
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vice president with Magnesium Corpormaitd America.

Q (BY MR. TINGEY) Are you herepresenting
MagCorp?

A lam. | have requested inegrpng as a
public witness, who happens to represtagCorp, |
have -- can | read my statement?

CHAIRMAN MECHAM: Go ahead.

THE WITNESS: Good morning,.Nbhairman
and Commissioners. | have previoustera an
appearance on behalf of MagCorp as ag@ro
intervenor in these proceedings.

As you may know, MagCorp is@éa
industrial customer employing over 5@zens of
Utah in well-paying jobs with a faciliyorth over
$500 million and contributing over $1@dlion
annually to the economy of this state.

We are currently investing tehsillions
of dollars in new equipment with a gobecoming

the cleanest, most efficient, lowest gosducer of



20

21

22

23

24

25

magnesium in the world. In order to trike
challenge of foreign manufacturers.

But as a large power consuméh all that,
we cannot remain competitively viabléhout an
economically priced power supply.

Yesterday, we filed commentglanproposed
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settlement stipulation between Scottostét,
PacifiCorp, the DPU and the Committe€ohsumer
Services. We were neither consultedannvolved
in the negotiation of the settlementeagnent, nor
are we a signatory for it. We get noddis from
the settlement agreement, nor, appgrdntinm the
merger. But our comments do not sesdfextion of
the settlement, only a conditioningtsfapproval.

What is that condition? Thabnxpiration
of MagCorp's special contract with R&ofp,
MagCorp will be decertified from Pacidi®'s retail
service area, and that it will be alldvie form
such entities or entity, enter into saffiliations
as it deems necessary to access ecoalbnpdced
supplies of power after our contrachviracifiCorp
terminates. Such a condition is the ankenue to
survival that MagCorp has.

As Mr. Lowell Alt has testifiethe DPU

considers all special contracts to lsslized
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contracts and a burden on ratepayelthodgh
MagCorp believes his assertion to balltotintrue
and based upon flawed premises, wedrbare to
fight him.

Similarly, PacifiCorp has refdge enter
into negotiations with us on a new splemontract
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or to extend our existing special catttra

As Mr. Alan Richardson of ScefiPower
testified before you, all customers \w#l treated
the same in the future by ScottishPowdthough
this effectively condemns Utah as afsitduture
investment by large industrial custombtagCorp is
not here to fight him and/or the subsedqumisguided
business plans.

Rather, what MagCorp seeksriglat to make
its own power arrangements in the mat&ee. If we
are a burden on the system, as the Détis; let us
go.

If Mr. Richardson doesn't wamhegotiate a
future agreement with us that allowsousemain in
business, let us go.

We had -- what have you lostecakding to
them, nothing. In fact, MagCorp andakieer large
industrials probably should be givewetang money

and asked to go to another power pradbesed on
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their claims.

We are not asking for any hansloout we
are requesting that you remove theais$ that
allow the DPU and ScottishPower to deiee
unilaterally whether we are to be alldwe survive.
Whether a plant worth in excess of $&fiion will

1234
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be forced to close, whether more thah Btah
citizens will be put out of work, and ether a
$123 million contribution to the Utahoeomy will be
erased.

By their testimony, by theirttanhent
agreement, and by PacifiCorp's actidnsclear
that the DPU and ScottishPower have ddraed us once
our existing contract expires, sinceanea large
industrial customer served under spedatract.

We are not here to fight thatisien. We
are simply asking you, the Commissionptplement
that decision by allowing us to seekaltdgrnative
suppliers for the period after conttactmination.

If you decertify us from Pacifip's retail
service area after expiration of ourcggde
contract, you will allow the DPU and 8shPower
the abandonment of us that they seetd ydu will
allow us the means to seek our own sakwn the

future on market terms rather than mohogictated
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terms.
| hope you will take a few miesito read
our comments once you have a momenani kiou for
your time and attention.
CHAIRMAN MECHAM: Thank youMr. Hunter,
are there questions from Mr. Brown?
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MR. HUNTER: No questions, butould like
to state that we have gotten a cophe@fdocument
that was filed this morning. We'll adsls it in our
brief.

And | also point to the recorbdese | don't

think it's the fact that Mr. Richardssaid he won't
negotiate with special contract cust@andsut Mr.
Brown wasn't here, so maybe we can dssthat
afterwards.

CHAIRMAN MECHAM: Okay. Is #ne anything
further for Mr. Brown? All right, thanjou, Mr.
Brown.

THE WITNESS: Thank you.

CHAIRMAN MECHAM: Mr. Pilkingtn. Would
you like to give a sworn statement?

THE WITNESS: Okay.

LEW PILKINGTON,
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A public witness, havingeheduly
sworn, was examined antified as

follows:

THE WITNESS: My name is LewWkidgton.
The last name is P-I-L-K-I-N-G-T-O-N.
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DIRECT EXAMINATION

BY MR. TINGEY:
Q Could we get an address?
A Our plantis -- 1074 East Huth in
Bountiful is my home, and our plant 388 West 1820
South just off of Bangerter Highway. &m
manufacturer. We are Pilkington Anoagzand
Graphics manufacturing plant.
| suppose I'm here mainly --dssere this
morning. And what | heard wasn't realhat |
wanted to hear. It was mostly a puldlations
that | heard concerning how generoustiSb®ower is
going to be with the handicapped ancatigorograms
and so forth.
That isn't what | wanted to helwanted
to hear this: Is ScottishPower a s@pmf energy?
Are they a distribution company of ery@rg/Vhat is

the role of the State to ensure proptrildution
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and adequate and efficient distribubbenergy?
Let me give you a few facts of own small
company. We're not large like MagCovpge have
about $4 million invested.
We use somewhere around $7230@%ar in
power, and our power factor has beenita®o
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percent. Which means that you pay eratferage;
that means as your quality goes dowaptioblem
arises.

In this case, we have ruinedegainumber

of pieces of equipment because of thidtdation in
power. And this I think we feel it Hasen the
growth of power usage in the area vetisedack of
deliverability. They haven't kept upiderability
versus the growth. It's tremendousunarea down
there.

This is my question: What i®BishPower's
plan to meet these demands that Pacgi@ioln't do
themselves? And if you're dealing wité United
Kingdom company, and we force them aicerthem to
increase their quality of deliverabilignd when we
can't seem to do the same with our ptesempany,
which is PacifiCorp.

So our measurements -- theséaats; I'm

not talking off the top of our head. e§hk are
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facts. The harmonics, three phase padeferery,
has been inconsistent. That meanghbdathe
goes down to 40 percent. Then you'teéapick up
the power from another source. What does is
burns out one of our units.

The company has been fairly godthh Power
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has reimbursed us several times beazfubes
problem, but we don't want to have tiegpen. What
happens is every hour we're down reptessbout
$1,000 in production time.

For instance, to clean up owbpm, we've
hired an electrician who does nothingfitter the
incoming electricity to improve it fououse. We
recently invested another $3,500 foarmieg up
power that comes in from Utah Powerat®hould be
done by the power company, not by us.

So my question is this: Anddualing up,
the facts are that the power factouss$ not
adequate. It justisn't consistentd A simply
can't live with this. Itisn't good fas. And |
don't know if any other small firms hdles
problem. We have it because we useardau of
rectifiers in our business.

So my question goes back ta thisll

ScottishPower improve that situation?l O
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understand from the Wall Street Joutimal they're
more invested -- interested in possabliytie
better dividend for those investors.

And also, they sell blocks ofyeo. | don't
know -- | don't understand blocks of pows much as
I'd like. But | understand that thelf bocks of
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power to those who would like to buyAtnd then
who buy the blocks of power could retlsite that
power, but they also assume the respibihgsof
that.
I'd like to hear a comment oatth
CHAIRMAN MECHAM: Is there aage here who
wants to respond to that?
MR. RICHARDSON: Could | justmment?
CHAIRMAN MECHAM: This is MRichardson.

MR. RICHARDSON: Sorry, | ditinatch the
gentleman's name.

CHAIRMAN MECHAM: Use a micrbpne, Mr.
Richardson.

MR. RICHARDSON: Could | jusay that |
recognize the problems you've descrasepower
guality. And I've just spoken to oneoaf
ScottishPower engineers here. And hddwget your
address details and speak with you ajpmut

business and understand just what ymligm is.
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It seems to me as though yooblems are
not very different from those experiah®m time
to time by some of our own customerBritain. We
understand them well. And we invesefmair those
problems. It sometimes takes time ftdbau
substation or build a new connectiomd Ahope
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you'll take that as a positive gestureur
response in addressing your problems.

The other thing you raised isuth
ScottishPower's interest in dividendge're also
interested in investing. | said earies week,
we're here for the long-term. That iwes
investing in the network, in the buss)@s make
sure we've got a long-term good busind$st's
very much what we want.

The last point about trading pown blocks

is a bit of a technical term. Some poweBritain
is traded in what we call blocks ovegéa
interconnections. But it's a bit spkdithink,

to the British market at this time.

So basically, | appreciate yoomments. We
understand them well. We're experienttity
people, and | would guess we would meraging you
hopefully in months to come to address yroblems

directly.
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THE WITNESS: Thank you.

CHAIRMAN MECHAM: Maybe befoidr.
Pilkington leaves you can visit withttleagineer,
and someone from PacifiCorp, to dis¢hescurrent
problem. Future problem and currenbjanm.

THE WITNESS: Okay. Well,d@meciate
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this time. And I just want to bring Heofacts out,
that there are problems in the delivggohthe
power to us. Thank you very much.

CHAIRMAN MECHAM: Thank you f@oming.
Mr. Laramee. Would you like to makensom
statement?

THE WITNESS: Yes, | would.

RICHARD LARAMEE,

A public witness, havingeheduly

sworn, was examined antified as

follows:

CHAIRMAN MECHAM: Thank youMr. Tingey.

DIRECT EXAMINATION

BY MR. TINGEY:



20

21

22

23

24

25

Q Would you please state andl gpar name.

A Richard Laramee, L-A-R-A-M-E-Brigham
City. We receive 95 percent of our pofsem Utah
Power.

Q Are you representing anyonehe

A No. Ijust represent myself.
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Q Go ahead.

A I'm aresidential customepaly roughly
$1,200 a year for our power. And I'npaged to
PacifiCorp and the ScottishPower merdgegcause,
one, | think the management levels erbateaucracy
and with very little local knowledge flong-term
capital investment for generating dmition
plants, pricing, customer service.

| think, two, that much of PaCibrp's
profits would be used to modernize Ssloower.
And as much as they have 16,000 empéofggea
revenue of $5 billion and PacifiCorp baty 9,000
employees for $5 billion worth of revesu

And | do not see any economfexcale that
would result if we were to combine Pi&nip with
Arizona or New Mexico utility companiefere they
would share such things as generatidn an
distribution systems, would be ablehare

maintenance and repair facilities, wquiovide
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emergency power where needed for brotgnand could
have some economies of scale and magkatid
revenue management.

Long-term, | see that for meaassidential
customer, that there would be less respto U.S.A.
customers with less knowledge of ouspeal
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situations here in the west. There wdd less
modernization of facilities, lower eféacies of
operation, and a higher kilowatt cosigiderm.

You have to have economies afesbetween
corporations, like you would with an Zoha or New
Mexico utility, to be able to have ampanent cost
reduction to all of us. Not just a @hts per
month cost reduction maybe for this y@amext
year, but long-term quality stabilizatiand
economies to our customers here in dt@hthe
Pacific Northwest.

CHAIRMAN MECHAM: Thank youAre there
questions for Mr. Laramee?

MR. HUNTER: Just one to diafor me.

CROSS EXAMINATION

BY MR. HUNTER:

Q Did you say you were from Bagn City?
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A Yes.

Q Brigham City is a municipallity?

A Brigham City is a municipatiiity. But
95 percent of the power that goes thnabg Brigham
City Corporation comes from Utah Powst a
PacifiCorp. So it conflicts what PaCiirp policies
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are to our costs there in Brigham City.
Q So PacifiCorp is your wholesabwer
supplier?
A Yeah.
MR. HUNTER: Thank you, thatls
CHAIRMAN MECHAM: Anything fuher for Mr.
Laramee? Thank you, Mr. Laramee, fonicg.
THE WITNESS: Thank you.
COMMISSIONER WHITE: | did hava question
from Mr. Brown's testimony, and | thiktk asking it
of some lawyer or other. He indicateat he would
like to have his company decertifiedrirthe retalil
service area.
What statutory provisions cotret? Is my
first question. My second one is, ModDe, do you
represent his company?
MR. DODGE: | do not.
COMMISSIONER WHITE: I'm sorrr.

Reeder?
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MR. REEDER: No, ma'am.

MR. BROWN: I'm right here.
COMMISSIONER WHITE: | donthéw why |
assumed one of those was your lawyer.

MR. BROWN: I'm here pro seheut an

attorney.

1245



10

11

12

13

14

15

16

17

18

19

COMMISSIONER WHITE: | undeast that.
MR. BROWN: Do you want meataswer the

guestion?

COMMISSIONER WHITE: Let mekas couple of

questions. I'm sorry | didn't reallynth of these
guestions in time before.

What I'm getting at is thism ltrying to
figure out if this is an appropriatee#&s decide
the issues you raise in the contexhefrherger, or
is it more appropriate for you to petitithe
Commission to get what you want? Arsb aif you
could point me to my provisions of |dvat govern
that, that would be helpful too.

MR. BROWN: With regard to thiects of
the merger and the discussions thateng@viously
had with executives of PacifiCorp conasg this
merger, concerning the renewal of oumtrext, we
felt that this was an appropriate plkackring this

issue before the Commission.
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We have, since being told thai/twould not
renegotiate our agreement in any forthiattime,
have sought other alternatives andcaieihg to
file perhaps an administrative actiofolethe
Commission that would enable the Comimmsto decide
that issue.
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COMMISSIONER WHITE: I'm sormyou said
you're considering doing that?

MR. BROWN: Yes, ma'am. laotfave feel
that because when our plant was budtthe
contract was approved by this Commisgiofpril of
1968, it was approved -- basically, eyiew of the
record at that time was that one ofrdssons
MagCorp's predecessor, NL Industriescivigiven
this agreement was that it would brifg fobs to
the state of Utah and an enormous ectmioemefit.
And therefore, the Commission approvegdexial rate
for that company.

That contract is now set to exjm a
little over two years. A load of thisgnitude and
the administrative procedures that wstrgo through
to pursue alternative power suppliesireg that we
make a decision now, that we begin now.

We can't wait until the verytlgsar of the

agreement to do that. That's why webeg
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discussions with PacifiCorp some six therago.

COMMISSIONER WHITE: lundasd. | was

just trying to figure out the best waydeal with

your concerns. If it's in this casemnoanother

one.

MR. BROWN: Well, they werevgn a
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certificate of necessity and public cemence to
serve us in 1968. What you can givefeeéyou can
take away and allow us to go to yet a@otitility

or power arrangement.

CHAIRMAN MECHAM: The only rean I'm
laughing is because Mr. Reeder tolchessame thing
yesterday.

MR. BROWN: I've been accusébleing very
similar to Mr. Reeder.

(Laughter.)

MR. BROWN: I'm sure he dodse#ter job
of it.

COMMISSIONER WHITE: Thank you

MR. REEDER: Just so we hdneegame boot
shop, Lee.

CHAIRMAN MECHAM: Okay. We"\adso this
morning received four letters from féegislators,
and it appears that at least one of temid like

to be -- would like me to read it inb@trecord.
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They will be on our file for your review

This one is from Senator Milteterson, who
is the Assistant Minority Whip in thedbtState
Senate. She says, Dear Commissionendnec Last
legislative session, | brought a bilreguire the
state Legislature -- excuse me. | bnbagoill to
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require the state Legislature be thalfapproval
on the sale of PacifiCorp to ScottishBow wasn't
opposed to the purchase; | just felt #saan
elected official, | represented constitis who are
very concerned about their power cosiso having
served for two years on the electrieakdulation
task force, | believed it was not a demipsue.
Certainly | recognized that weul want the
recommendation from the Public Servioenghission,
but | felt the buck should stop with #lected
Legislature and the Governor for a fgmebuyout.
The newspaper coverage has tegptine
concerns of the large industrial usésoaver with
the proposed acquisition. They haveagdy been
able to negotiate a better rate tharlldainess
and individual power users. They aneeessary
portion of the equation that must bestdered
before this acquisition is allowed tofinalized.

Utah economy is built on all semts being
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able to profitably maintain their busse&nd employ
our citizens. Our committee concludeat t
deregulating power at the present timae mot in the
best interest of all parties. Pleasegaize that
your decision should reflect that sataedard.

If this acquisition is not iretbest
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interests of all parties, is it in thesbinterests

of Utah as a whole, not just some seds?efrorcing
large businesses to go out of busiresstiin the
best interests of Utah.

Please recognize the fine badhat all
companies experience. The steel indiursttah
County is in jeopardy based on theiengc
bankruptcy. The copper industry hasibaging off
thousands of employees in Arizona and Neexico.
And all companies are trying to balatiesr bottom
line to stay open.

Thank you for taking the timer¢ad my
remarks. Sincerely, Millie Peterson.

We received another letter.ohivread all
the rest of them, but I'll give you dea of what
they say. This one is to the Commisgiom
Representative Sheryl Allen, who is¢hair of the
House Public Utilities and Technologgriting and

Interim Committee.
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She notes that she's been dewtéy large
industrial users of electrical servigpressing
concern about the proposed acquisitidime asks
that we consider the following:

For businesses to survive in petitive
markets, reasonable energy prices a@aiely
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necessary. Energy represents a signifigortion
of the production cost of many Utah isigies.

Second thing is that authorzaf the
merger should include adequate assusasfce
protection of the large energy industantract
customer group.

Now, this should include assaemnthat
contracts currently in existence willlmnored, and
PacifiCorp and ScottishPower will negtdginew ones
promptly, in good faith, and with recdgm of the
significant contributions these busiessmake to
the economic well-being in the stat&tth.

The third letter comes from Resentative
Tom Hatch, who is also a member of thieli
Utilities and Technology Interim and r8tang
Committees in the House of Represermdsativ

He notes that he had been cangpantes
with his legislative colleagues in Idara thought

perhaps there were similarities betweleat's
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happening in Idaho and here.

And then at the end he sayshéalta have
enjoyed electric rates that have beey ve
competitive for many years. | am shis has
contributed to the great economy we lenjeyed in
recent times. | would hope that as ¢eliberate
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the acquisition you will take necessstgps to
ensure that current customers are gextec
Particularly, | would hope that you wadabnsider
the concerns of Utah businesses asréhate to
remaining competitive in a world market.

And the fourth letter we receive from
Representative Eli Anderson. He sagsdler the
past several months, | have been irud@ons with
many Utah businesses regarding theic&ms about
the proposed acquisition of PacifiCoyp b
ScottishPower.

While you are reviewing this jposal, |
would hope you take into account seviaicbrs to
assure Utah businesses will remain catiygein the
world market.

Utah businesses currently hpkecsl
contracts with PacifiCorp which alloveth to
purchase electricity in huge quantiieszduced

rates. For Utah businesses to remampedtive in
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the world market, they require reasoa&bolergy
prices. The proposed acquisition puiguestion
whether these contracts will continuéhim future.

I would hope that when delibegthis
proposal, the importance of large bissas to
Utah's economic well-being is consider&tden he
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urges us to be sensitive to those needs.
Those, again, will all be avbi&@on our
file if they aren't already.
Off the record.
(Whereupon a discussion gld off the
record.)

CHAIRMAN MECHAM: Back on threcord. Mr.
Sandack.

MR. SANDACK: Thank you, Conssioner. You
know | represent intervenor IBEW Loc@l SAfter
having opportunity to review the recqrdor
rulings of the Commission, the stipudatand
commitments of the parties, their argotm@nd
positions, and having the ability totggpate in
the proceedings thus far, intervenonAB&7 is
satisfied that the issues have beew &l fairly
presented to the Commission such asrioip
resolution of the application in the jimbterest.

Accordingly, intervenor is witlagving its
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testimony. We will continue to be atpan this
matter as our interests may appeatr.

CHAIRMAN MECHAM: Okay.

MR. SANDACK: Thank you.

COMMISSIONER WHITE: I'm soygou said
the issues have been resolved to yeantd
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satisfaction?
MR. SANDACK: No, | didn't sélyat. What
| said was we felt that the issues Hzaen briefed
and submitted fully and fairly for your
consideration.
COMMISSIONER WHITE: Thanks.
CHAIRMAN MECHAM: And you ddniant to
submit your witnesses' testimony?
MR. SANDACK: That's correct.
CHAIRMAN MECHAM: All right.Off the
record just a minute.
(Whereupon a discussion ledd off the
record.)
CHAIRMAN MECHAM: Let's go blon the

record. Mr. Brubaker. Shall we sweau yn first?

MAURICE BRUBAKER,

Called as a witness, hawegn duly
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25

sworn, was examined antified as

follows:

CHAIRMAN MECHAM: Thank youBefore we get
started with Mr. Brubaker, we thoughtdweddress
the motions to strike that were arguestgrday. We
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are going to deny the motions to strikée'll hear
the evidence. That doesn't necessaelgn that
we've concluded that all of these issuegipe for
this proceeding, and we'll say so indtaer that
issues following this proceeding at sqramt.
We're just not going to preclude it froeing heard
now.

MR. BURNETT: Thank you.

MR. HUNTER: Thank you.

CHAIRMAN MECHAM: Mr. Reeder.

MR. REEDER: Thank you, Chamm

DIRECT EXAMINATION

BY MR. REEDER:

Q Mr. Brubaker, would you stabeir name,
address and by whom you're employed?

A Maurice Brubaker. My busineslress is

1215 Fern Ridge Parkway, St. Louis, Bliss I'm
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associated with the firm of Brubaker &sdociates.
Q Mr. Brubaker, have you andnjiiun been
engaged to prepare and file testimomyrahuttal
testimony in this case on behalf of@ugrof
industrial consumers in Utah?
A Yes, we have.

1255



10

11

12

13

14

15

16

17

18

19

MR. REEDER: May we have maklas the next
exhibit in order the prefiled testimaanyd the
rebuttal testimony of the withess MaeBrubaker?
CHAIRMAN MECHAM: Yes. We shanark his
prefiled direct as UIEC 1. Are thermahments to
that? Okay.
THE WITNESS: There's an ApgigrA that's
the qualifications but no formal exhgbit
CHAIRMAN MECHAM: Why don't weark the
gualifications as 1.1, UIEC 1.1.
(Whereupon Exhibits UIECL1] and 1R
were marked for identifioat)
CHAIRMAN MECHAM: We've markedlEC 1 and
1.1, which are his qualifications, ahd tebuttal
testimony as UIEC 1R.
Q (BY MR. REEDER) Are there aianges or
corrections you'd desire to make to yodmbits
marked, your testimony and rebuttairesty in this

case?
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A | have none.

Q Would you adopt the testimonthese
exhibits and your testimony in this casé¢he -- as
if the questions were asked and the arsgiven?

A  Yes.

Q Mr. Brubaker, at this time Wwibyou
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summarize your testimony, and commeybuf would
briefly on the stipulation that has beeached
among some of the parties in this case?

A Yes. My direct testimony aessed the
file proposal, of course, and my redutatimony
addressed mainly the DPU testimony whimttains
some suggested merger conditions. dmeesended that
the merger not be approved without &tither
conditions.

Subsequent to that filing, ofise, there
has been a stipulation filed among tilgyu
applicants, the DPU and the CCS. Ttiatlsition
improves the deal and includes sombef t
conditions, in fact, that | have recomuaed in my
direct and rebuttal testimonies.

However, | think that thereisesed for
further clarification and additional citons
before | would be able to endorse tloppsal.

Q Mr. Brubaker, what are yowwmamendations
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with respect to rates in this matter?

A My recommendation is this: aththink
it's reasonable to conduct a rate rewiased on a
'98 test year, which | understand thegany is
preparing. And hopefully that woulddselimited as
possible to deal with items that werefpowvard
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from the last case. But the objectiwesild be to
get a clean starting point for pre-megcifiCorp
that would set a platform for comparson a going
forward basis.

After that, it's my recommendatthat the
rates be capped through 2003 and tkeandrger
credits of $12 million a year, per thip@ation,
also be applied during that period widi

Q You're recommending both a c#p and the
rate credit?

A Yes, lam.

Q Why is arate cap necessary?

A Rate cap does several thirkgsst of
all, it gives a proper incentive to SisbtPower to
make beneficial changes in the operatain
PacifiCorp that will reduce its cost.

Second, it limits the extentebate that

you'd have to have in reviewing subsagtest years

about what is and is not a merger codtaa
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transition cost and what costs couldoaid not
have been achieved absent the merger.

And third, it protects the custrs from
additional rate increases in the eveottishPower
Is not as successful as it wants tolveducing
PacifiCorp's costs.
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Q Mr. Brubaker, in your testinypgiou
recommended that this merger be -- dmsemmation
of this merger be conditioned upon theraval by
this Commission of a transition plano yu still
argue for that precondition?

A 1 still think that's the predble way to
proceed, but it appears that that'gossible the
way that the applicants have structtned deal.

Fortunately, the conditionshee t
stipulation to some extent substituteafed provide
some of the comfort and assuranced traat in mind
when | recommended that applicants geired to
file and process their transition plafobe being
allowed to consummate the merger.

However, my willingness to adciat
depends critically on there being a caie to
protect customers. |If there is no cafg, then |
would think it would -- still think it auld be

important to file a transition plan befenerger
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consummation so we know what the exmostir
customers might be in the absence afeagap.

But if there's a rate cap amdeager credit
that the parties have negotiated idaney then we
would be willing to go with a post-consmation
filing of the plan.
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Q You've been present in thigrimg room
when there's been considerable discugsincerning
an income tax benefit that will accradlte
ScottishPower group as a result of thecture of
this transaction. What is your recomdagion with
respect to that?

A It's been acknowledged, fokall, that
income tax savings are a merger benkebelieve |
also heard yesterday, if | understoaitectly,
ScottishPower indicating that they wowltingly

provide the information necessary t@ssshe
magnitude of the savings and to alloev@ommission
to make a decision on what the savingsad how
they should be shared.

Given those economic paramedikvghat |
understand the agreement to be, I'm adaifle with
that. To the extent that there arelegal issues
about whether the Commission is foreszddsom

considering it or not, | have no commantwould



20

21

22

23

24

25

hope that there would not be.

Q Is your position, then, dnattithere
should be a merger condition clearirggéhlegal
issues so they're out of the way?

A Yes.

Q Mr. Brubaker, you've been presn the
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room when there's been considerableisisson
concerning stranded costs, and evereptegen
there's been extensive argument oridipat, as we
sometimes are given to do. What's ypmsition on
that topic?

A I've noted in my testimonytbacause of
the premium being given to PacifiCompckholders,
and that premium relative both to boalkue and to
market value, that in my view, the cansuation of
the merger should essentially end thaeabout
whether there's any stranded cost astsolcwvith
generation assets.

Stranded cost claims typicatly lbased on a
circumstance where generation assetsatngorth as
much in a competitive market as theyiraie
regulated market. Which means that'teyorth
less than book value.

If generation units were to blon the

market and indeed fetched a price irrex©f book
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value, that would be the same resultgetsg a
premium over book value for the stocigept you get
to keep the generating units.

The valuation range discussextieyday
confirms -- | think this was in the pyox
prospectus -- also an appraisal ofd 4.8 times
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book value for the generation assets.

I understand that PacifiCorp and
ScottishPower have agreed not to argaietthe
premium or transition costs calculateantribute
to stranded costs.

In my view, given all the faetsd
circumstances surrounding this traneactithink
the issue should be settled and theyeldmot be
any claim for stranded cost given thepensation to
stockholders that's taken place.

Q Mr. Brubaker, you've been presn the
hearing room when there's been evidandeargument
made about RTOs. What's your positidh vespect
to that issue?

A As indicated in my testimotlye markets
are opening, clearly moving toward arede
transmission organizations or RTOs tizaidle
operations, maintenance, planning, tiray)

engineering, and are designed to ensdependent
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operation of the system, non-discrinonaaccess,
and cost-based rates.

| would like to see as a mexgmrdition a
commitment on the part of ScottishPoweagifiCorp,
to place the transmission assets inte BD, an
acceptable RTO, within 24 months of reerg
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consummation, or if there's not an ataddp RTO
that's available, to file with this Comssion within
18 months a plan outlining how the comypaill
ensure that its transmission systenp&aied in a
manner consistent with this independgetration.

This is a way, | think, for tB®@mmission to
have meaningful impact on what the RTi@htlook
like, to have some ability to shape #taicture of
that organization.

| understand the state of Newdida
similar condition with respect to thergex of the
Sierra Pacific Power and Nevada Powenamy. This
would give this Commission an abilityn@ve a role
in that process. If that is not dohe, Commission
may not have an ability to participatehat in the
future.

And | would note that there westimony
yesterday that kind of made that pdivdt the

regulators in the U.K. imposed condisidimat they
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wanted because they could do it in traext of
what they were approving in the way afexger. And
this Commission | think can take -- agty
understands that approach.

Q Mr. Brubaker, you've been presn the
hearing room while there's been conalaler
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discussion concerning the financial ¢oowls, and
in particular the intercompany loan agnent. Do
you have any continuing concerns in thgard?

A A lot of the details and contg they
have been nailed down through the siiput and
also from the oral testimony that expdal in
somewhat more detail what those docusnemd
agreements actually meant.

But | have a general concerm Welre
sitting here trying to think about winaight happen
in the future under circumstances thatan't
foresee.

So | would just urge that ther@aission be
very broad in the statements in its grfié
chooses to approve the merger, to betkat there
are no loopholes, if | may, that wouldw for some
of the things that we fear to happen.

Just because we're not particnlevhat we

say can't happen, | want to be sureawg tkave
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that open for everything else that'ssapacifically
excluded to occur.

So if the loans upward from R&arp to the
other ScottishPower corporations ateeeit
prohibited or limited by the $200 miliaggregate
cap is one; two, if all dividends haveyet
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Commission approval; and three, if atheocash
that goes out of PacifiCorp has to hdaeenmission
approval, we're okay with that.
I don't know if that's exacthetway to

state it, but it concerns there may h# af
opportunities to do things with the sactions that
maybe we can't afford to see. So weilshioe very
careful in what is done to make sure tiha
Commission doesn't lose any control.

Q Mr. Brubaker, last night ahétmorning
in particular, there's been considerdideussion
concerning how the Commission should déh
special contracts that expire duringtwha&ve come
to call the transition period. Whatsiyposition
with respect to that?

A There's been plenty of testijmabout the
concerns arising from the change of aslmp and
control of PacifiCorp and the risks ttiatt imposes

on customers who have existing speciafracts.
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My recommendation is that spematracts
be extended to the end of the rate tpsdiod
2003. There's some conditions in tharoents that
were gone over this morning. | won'togak and
recite all of those.

But essentially, there were pumnary
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economic factors. One is that the esiters occur
subject to the prices being compensatbtigat
point in time. And that's a conditianhtelp
protect the other customers. And secead well
as ratepayers -- or stockholders.

And second, if the Commissiorkesany
material change in how it treats theeraies
associated with the contracts and tisé-eon
other words, how it handles them inisgtthe
rates -- that is materially adversehtoutility,
that they not be required to extendctiv@racts on
the same terms and conditions.

Q Mr. Brubaker, what are th&sisr

concerns that caused you to make thatmmendation?

A One of the risks clearly iatth

ScottishPower may not be as successftdmtaining

cost as it has represented that ithelbr that it
wants to be. And if that's the caserdltould be

pressure to try to extract more reveringes the
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special contract customers.

Second, it's simply this is amfe in
control, a change in business, maydwage in
philosophy. And I think it makes sefwet to
have a short period of time here whezedon't
change things any more than we have &law the
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new owners of the company and the custsito
understand their own -- understand edlcér's
business processes and needs.

Q If savings are to occur assult of this
merger, when has ScottishPower, inrf@iination
you've seen, forecasted those savingsdor?

A They increase over time andunaenore in
the later years than the early years.

Q Is the recognition of thoseiisgs in the
out years one reason for recommendirgxgemsion of
the special contracts?

A Yes.

MR. REEDER: | hate to do tHoat next
comes the pink documents. These pickiients are a
bit different than the pink documents'ye seen
before in that they combine both ScoR®ver
information and PacifiCorp informatio8o both sets
of my friends have got to leave the room

CHAIRMAN MECHAM: Off the recd just a
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minute.

(Whereupon a recess wasnak

(In camera portion of the traisc
is sealed and segregated fhamn
main transcript.)
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(In camera session begins.)
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(Whereupon Exhibit CrossaExnation 24
was marked for identificeti)

CHAIRMAN MECHAM: Let's go bkon the
record. While off the record, Mr. Vadtrand
distributed among parties and the Corsimiisan
exhibit that we've marked as Cross Exation
Exhibit 24. It's entitled Response ¢&lJ
Industrial Energy Consumers to the Faest of Data
Requests of PacifiCorp and ScottishPd®ler It's a
multipage document, and on the frorg ihe
Request Number 3 and the response tdritVan
Nostrand.

MR. VAN NOSTRAND: Thank yoMy. Chairman.

CROSS EXAMINATION

BY MR. VAN NOSTRAND:

Q Good afternoon, Mr. Brubaker.

A Good afternoon.
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Q Ilwanted to start off by revieg some of
the conditions of the stipulation whighink you
might agree came from your originaliteehy and
maybe gave some credit that your idezew
incorporated.

It seems to me as though comli@-e that
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you have on page 4 of your testimonyleen
incorporated as condition 48 of theidapon?
Would you confirm that?

A Just a moment. | think ittssentially
the same condition.

Q And do you accept that 3-frsedo be
incorporated as condition 49? Wordword, in
fact?

A  Yes.

Q And looks as though 3-b ardifg&ve pretty
much been incorporated into conditio Iegarding
the paying of dividends and officersatifiCorp
having to certify that PacifiCorp hasqdate
capital to meet all the outstanding cotmants?

A Yes. | would agree with that.

Q And your condition 2 regardmuj
recovering any transition costs, traneacosts,
or acquisition costs, | believe was mpooated as

conditions 4 and 28 with the exceptibtransition
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costs? Does it appear as though wet@namodated
your interest at least --

A Interms of not including asexpense
adjustment, yes. | don't know the atigdresses
what might happen with enhanced ratewirn or the
like. As far as a specific expenseould agree it
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addresses that.

Q Okay. Thank you. Turn to @&gof your
testimony, | just wanted to cover bgieflou had a
discussion in there about the mergedaunes from
the Department of Justice and Federdld@r
Commission. | believe you said thoselglines were
instructive. Is that right?

A That's correct.

Q And you're not suggesting that
Commission is required to apply the glirs; is
that correct?

A Thatis correct.

Q Nor have you previously made a
recommendation to a state commissionitiige the
guidelines in its analysis of a merger?

A Correct. And as | indicatamy data
response, my testimony does not addness in
other cases did not address the coratantrissue,

but to the extent that | have made renendations
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about cost savings and being able tatifyecost
savings attributable to the mergerjrikimy
testimony is consistent with that pdrthe
guidelines.

Q Isita fair summary of thedglines that
they consider whether the transactionldvo
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potentially create increases in markestgr and
whether or not there are benefits wioitbet these
potential increases in market power?

A Yes.

Q And have you had a chance#d the FERC
order in this case which has been ifledtas Cross
Examination Exhibit 20?

A | have seen the FERC ordes, ye

Q Do you have a copy of it aabié to you?

A |l don't know where it's at.ybu've got
one handy, that's probably quicker tmgrtrying to
find it.

Q Let me point out in your tesiny, the
FERC merger policy statement indicateRE would
adopt the horizontal merger guidelimeanalyzing
the effect of competition on a propokedzontal
merger?

A I'm sorry, maybe my ears drtgged up,

but | did not clearly hear your question
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Q FERC has made it clear tha&xamining a
merger in the merger policy statemerREBRC that it

will use the horizontal merger guidedired the

Federal Trade Commission --
A Switching out -- to the FER@nger policy
statement?
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Q Right.
A Thatis correct.
Q When FERC applied the guidehs to which
transaction, it found, did it not, besau
ScottishPower and PacifiCorp do not cetajin common
geographic markets, there's no changjeein
concentration of the market and theeefay
transaction related effect on competftio
A That's correct.
Q Now, your client, the Utah uisttial
Energy Consumers, argued before FERGHba
transaction did have adverse impactsoompetition?
If you look at the bottom of page 7 06€>
Examination Exhibit 20.
A That's correct. Well, it says
CHAIRMAN MECHAM: | think youmicrophone
must have gone off, Mr. Brubaker.
THE WITNESS: Thank you. inthit says

that Utah consumers argue that trarsactnay



20

21

22

23

24

25

adversely impact the ability of the Coission to
advance the opportunities for compaetiti&o yes,
if that's what you're referring to.

Q (BY MR. VAN NOSTRAND) And thebasically,
FERC found that there was no compethiaen
resulting from the transaction and rtegjd¢hat
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argument?

A Correct.

Q And the relief that was sougihthe
Industrial Energy Customers was alsected?

A Correct.

Q If we apply the -- back to timrizontal
merger guidelines, applying that to tremsaction,
wouldn't that suggest that we don't eyetrto the
second prong of the analysis? In otfeds,

because there are no adverse impaasropetition,
you don't necessarily need to see whethare
offsetting benefits?

A That would be true, yes. My was
simply if you're going to look at a tsaction for
the point of trying to determine whag Aenefits,
this is an analytical approach that readense.

Q You indicate in response toiest Number
3 that in this case the merger did ne¢nthe

concentration thresholds, and accorgjng further
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analysis was warranted?

A That's correct.

Q Now, the testimony notes tharea number
of factors that the horizontal mergedglines look
at to determine whether or not therebarefits
which offset potential increases in neagower?

1291



10

11

12

13

14

15

16

17

18

19

A Yes.

Q And the first factor, accomglito your
testimony, is whether or not there afictencies
that are generated as a result of thgenethat's
5 and 67
A On page?

Q Page 7 of your testimony.

A Yes.

Q And this point is discussederction 4 of

the horizontal merger guidelines. Da fave a copy
of that available to you?

A | think so, yes.

Q Now, if we could turn to holetguidelines
define efficiencies, would you agreehwiiie
following statement, appears in Sectienl'm
looking at the second paragraph of tpgy/d have,
Section 4 -- efficiencies generateduglfomerger
can enhance the merged firm's abilityianentive

to compete, which may result in loweces,
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improved quality, enhanced service,ew products?

A Yes.

Q And further down in that paeggh, the
efficiencies may result in benefits ewdren price

is not immediately and directly affe@ed

A That's correct.
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Q Sois it fair to say that unttee
guidelines, efficiencies may take therfof
improved quality and enhanced servicadidition to
the efficiencies which may appear thiolayver
prices?

A That's correct.

Q You go on in your testimongdgbing
these guidelines and point out that utitkese
guidelines, efficiency claims will no¢ loonsidered

if they are vague or speculative or otiee cannot
be verified by reasonable means?

A  Yes.

Q Is it your position that trexnsce

guality measures that are proposed impeemented
by ScottishPower in this proceedingvague or
speculative?

A They certainly were as iniifgresented

by applicants. There's been some shexgep of

those conditions and commitments thrahgh
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stipulation process. And frankly, wikie press of
time, I've not paid as much attentiothet aspect
of the stipulation as to the other atpec

Q Is your position now that tlvegre vague
and speculative?

A 1think they're -- | hesitdtereally
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give a definitive answer on that, beeaas | said,
I've concentrated much more on the tredrand
other aspects of this and the cost gauinan on
those -- the enhancements that were noeith®se
particular terms and conditions.

Q If we look at applying the izontal
merger guidelines, which you acknowledge
instructive, to the extent efficienciegler those
guidelines are defined to include batiprioved
quality and enhanced service, would agnee that
the service quality improvements thait&shPower
Is proposing to implement would counetigiencies
under these guidelines?

A As ageneral concept, yes.

Q I'd like to move on to thetpafryour
testimony where you discuss the regitnaalsmission
organization or RTO. In part of yousttenony, you
refer to the FERC Notice of ProposedeRizking on

RTOs:; is that correct?
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Q

Yes.
As issued on May 13th of trear?
That sounds about right, yes.

And in fact, FERC has beemmting

regional transmission organizationsrad sort or

25 another for several years, haven't they?
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A They've been what?

Q Promoting regional transmissio
organizations of some sort or anotheséveral
years?

A Thatis correct.

Q Your testimony points to soofiche
benefits from RTOs, including around gmd0 and 41
of your testimony?

A Yes.

Q And referring back to the FE&Ger in
this proceeding, your clients, the Utadtustrial

Energy Consumers, requested that FERGitwon this
transaction on the applicants partianggain the
formation of and joining an RTO; is thight?

A | believe that's correct, yes.

Q And based on the discussioRERC's
authority and NOPR, you would agree FERE the
authority to condition the approval okt

transaction on an RTO? The formatioaroRTO?
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A Yes, | believe it does.

Q And if we look at your respesso the
data requests, Cross Examination ExBhitNumber
19, you indicate a number of cases wRERC has
imposed such a requirement; is that?igh

A Well, not just FERC. | thinkost of these
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are state commission actions.

Q Okay. The FERC order in ttase, given
their finding that there was no showwitatsoever
that the transaction would adverselggiff
competition, didn't FERC conclude theses no basis
for conditioning the transaction on tf@smission
related requirements that your cliemtgppsed?

A I'd have to go back and rdselRERC order
in more detail to give you a specificasr to that.
They clearly did not make that a megerdition.

Q If you could look at the bottaragraph

on page 8, under the Commission's stdrafaeview,
intervenors have not demonstrated hewstsues they
raised would be created or exacerbatebeo
proposed transaction, and consequdrly,the
transaction could adversely affect cattipa.

As a result, it would be inagprate to set
the transaction for hearing or conditio& proposed

transaction on various transmissionedla
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requirements designed largely to addres#iCorp's
alleged pre-existing ability to use siassion to
adversely affect competition in eledtyicnarkets.
Such issues are not relevant to thisgeding.
Is that a correct reading of iR C order?
A Yes.
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Q And I also take it from yoestimony as
to the formation of an RTO, you do neliéve that
this Commission has the authority tecliy order
PacifiCorp to participate in an RTO?

A That's my understanding, yes.

Q Soin effect, you're recommegdhat even
though the agency which does have g@leediction
to impose a requirement of an RTO, @osnmission,
which you say does not have the authasitould do
so in the context of this merger appicse?

A Yes. Because I think theyldadp it by
making it as a condition of the mergéor the
reasons that | discussed earlier, ktftis
important that that process move forvwaard that
this Commission have an opportunityddipipate in
the formation of an RTO.

Q If we could look at the cadest you cite
in your testimony in support of the regoment of an

RTO, one of the decisions you cite iggp43 of the
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FERC decision in the PacifiCorp/Utamgaction; is
that correct? The merger from 19887

A Yes, | mention that.

Q Is it fair to say that theuggment that
FERC impose in that case to provide firansmission
service at cost based rates was in ¢ifjtite
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market power issues present in thatgeding?
A Market power | think were sospecific

factual claims that were made on theneta that

case.
Q More specifically, if we loak page 25 of
the FERC order, the Commission makesat®ving

statement: We affirm the judge withpeg to his
finding that the proposed merger isllike result
in a substantial lessening of compatitiothe
relevant product and geographic markets.

And later on in that paragrapis, we
conclude the potential adverse effeatanpetition
that would likely result from the merger
inconsistent with the policies underyamnti-trust
statutes.

Do you accept subject to chéeilt that
guote appears from the FERC order in the
Utah/PacifiCorp merger?

A Sure.
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Q And so based on those mardedlitions,

there was a need to impose a requirethant

PacifiCorp make available certain traission

services?

A That's what FERC found, yes.

Q

If we turn to some of the otbases which
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you cite there in your response to RegiNember 19,
again, that's Cross Examination ExHitthe first
case you cite is a Missouri Public SssvCommission
case when it approved the merger of b&lectric
and Central Illinois Public Service Canp?

A Correct.

Q And wasn't it the finding bEtCommission
in that case, there would be a potent@kase in
market power from the transaction?

A Not at the present time, filney had a
concern about the increase in marketepavand
when they moved to retail competiti@ut they
didn't find that there was an increasmarket
power at the time.

Q Let me look at the languagthaorder at
the bottom of page 15 of the Commissiater which
you provided. Indicates the Commisgiods there
are sufficient facts and evidence tedmecerned

about the potential increase in marketgy from the
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proposed merger.

The merger could have a sigaiftadverse
impact on the degree of competition imitlE's
Missouri service territory due to lindteransfer
capability for imported power as wellths
disincentives caused by pancaked trasssom rates.
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Does that sound familiar?

A Yes. That was all in the @ditof a
circumstance when retail competition leldae
available. It was not a finding thadttkexisted at
the present time.

Q Butit was that context thatised the
Commission to impose the requiremerntttiashall
participate in a regional independestey
operator?

A Precisely.

Q If you go to the next case gita, which
is the Wisconsin Public Service Comnaissiecision
involving WPL Holdings and Interstaten®o, was that
also not a situation where the Commisfioind a
concern about generation market power?

A Yes, it was.

Q If we could go back to the 8tisri case
for just a second, you testified in tbate, didn't

you?
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A Yes, I did.
Q It was not your recommendatiothat case
to require participation in an ISO or®&Twas it?
A No. | didn't address thatzaoé issues
in the case.
Q The next decision you cit®keguest 19 is
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the FERC decision involving the WisconsiWPL
Interstate Power. Would you agree tihat
imposition of an RTO requirement thegswn the
context of a competition stipulationeept to by the
company and staff?

A Which FERC case again? I'myso

Q This is the FERC case refetoeith your
response to Request Number 19. It'¢HBe
Industries, Interstate Power case.

A Okay. And your question agalease?

Q The requirement there of themitment to
participate in an ISO. Again, that wathe
context of a finding by the FERC triedf§that the
transaction would have adverse impacamnpetition,
isn'tit?

A It may have been part oflitmay have
been other aspects as well. But effelsti the
applicants agreed to the commitmentwiaatever

reasons.
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Q Following a finding by the FERrial staff
that there were -- an impact of the raewgs the
substantial control of the transfer dalgg into
the Wisconsin Upper Michigan Transmissiystem?

A That sounds familiar, yes.

Q Next case you cite, NevadaiP@ervice

1301
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Commission on Sierra Pacific Power whyene point
out that the condition of approval was tormation
of an independent scheduling administfat

A Correct.

Q Isn'tit true that in that peeding, it
was based on the Nevada Commissiomgfirthat
there be a potential loss of competibgrihe
merger?

A | believe that's correct, yes.

Q And then similarly, the FER&e which you
cite approving that transaction made dthe fact
that the applicants committed to forraither join
a regional ISO or form an independeamdco; isn't
that right? That's what you say in y@sponse --

A That's what | said, yes.

Q It'strue, isn'tit, that gpears from
the FERC order the basis for FERC apppthe
transaction was based on -- was thacgntls

commitment to divest generation resa#céAnd FERC
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specifically said they were not condhitilg merger

approval on an ISO or RTO?

A They did say the latter onitthiethink,

Petition for Clarification.

Q As well as the Motion for --

A Yes, correct.
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Q Finally, we get to the Ohioiguh case,
which is the last one citing a respawséxhibit
19, or Data Request 19. In that cassnwthere
also a finding that that transactiotefhithe
Appendix A analysis and showed thatrieeger
exceeded the thresholds for market cunaton?

A Yes. |think that's correct.

Q It was in that context thagrdhwas a
requirement that ISO membership --

A  Yes.

Q After reviewing all these aleited in
the Utah/PacifiCorp FERC merger ordetft fair to
say that in every one of these situatitime
requirement on participating in a region
transmission organization or an indepanhdystem
operator or similar such arrangemenédl isased on
dealing with market concerns, market @ogoncerns,
concentration -- or concentration conser

A Essentially, yes.
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Q And you haven't provided aigton of
any circumstance under which a trangons®lated
requirement, such as joining an RTO,dees imposed
in the context of a proceeding whereelsébeen no
adverse impacts of competition shown?

A That's correct.
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Q Just turning back to the sfpecondition
which you're proposing, | take it youukbrequire
the transmission assets be placed RTaD within 24
months after a merger approval?

A After a merger consummatidoelieve is
what | said.

Q Okay. Well, a merger appratvahys in
your condition 9 on page 5.

A Yeah. [ think...

Q If we look at some of the epte from the
FERC NOPR on RTOs, is it fair to say EEgdntends a
participation in an RTO be voluntary?

A They talk around that. | ththat's
probably what they say in the NOPRhink it's
clear that they want utilities to beRMOs.

Q Ithink I understand the giyour
statements in that regard. And | guees page 8,
they indicate that We are not proposmgandate

that utilities participate in a regiotr@nsmission
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institution by a date certain? Do yecall that
from the NOPR?

A That's correct.

Q And then on 7, they say Wadbvelit is
preferable to meet these responsilslitiehe
first instance through an open and bolative
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process that allows for regional flekipiand
induces voluntary behavior?

A Yes, I recall that.

Q If you look at this condititimat you
would impose in connection with thigwsaction,
have you identified the RTO that you Woequire
PacifiCorp to join?

A No. That would evolve ovené. There is
no specific RTO structure at the momértie purpose
is to encourage PacifiCorp to contirhesdfforts
it's made in the past to form regiogpkt
transmission organizations and let tbem@ission and
other parties participate in that format And if
there is not an acceptable RTO avaiJdbén you
don't have to join it.

Q Then they what?

A Then PacifiCorp would not hawgoin it.

Q And you are talking specifigahen about

the second prong of your condition, that
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follow-up plan detailing how it will erranged with
other entities?

A Yes.

Q As of now, there are five cel
transmission institutions in place,eatst
according to the FERC NOPR?
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A | think that's correct, yes.

Q And | believe the NOPR goedmn
acknowledge that after more than twoyeéeffort,
the proponents of the IndeGO, I-N-D-Rita G-O,
ISO in the Pacific Northwest and Rockguvitain
regions ended their efforts to creatéS? Does
that sound correct?

A Yes.

Q Infact, wasn't it PacifiCdhat was the
primary component behind trying to ceghie IndeGO
ISO in the Northwest?

A Yes, it was.

Q And any knowledge that it waifiCorp's
role with respect to that proposal tteatsed it to
fail?

A | assume it was disagreemerdrgy the
potential participants that -- at soroapin time
that caused that to happen. | don'tnkitne

particulars of that.
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Q Was there any reason to beltbat
PacifiCorp would be more successfulssembling an
RTO application now?

A Ifit's a requirement of therger, |
think it may be in with the FERC NOPRldhe
increased attention on RTOs, othertigimay be
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more receptive. We have a movemeniailif@nia, we
have a movement in Nevada, we have iéo@ah ISO.
There's a lot of things that have chdnge

Q The NOPR indicates for a sestid RTO
application, there must be a regionpgrapriate
scope and configuration identified amatk the
proponents represent a significant poraf the
transmission facilities within the idiéied region.
Does that sound --

A  Yes.

Q How is it that PacifiCorp daarequired
to secure the participation of othershmorder to
put forth a successful RTO application?

A ldon't understand your quasti

Q If FERC is saying that in artehave a
successful RTO application you haveaweeha
sufficient proportion of the transmissfacilities
representing the application, doesat tequire

PacifiCorp to actually secure the paétion of
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others?

A Yes, it does.

Q

If it's unsuccessful, therRaIrD

application that assess this criterialdmot be

approved by the FERC?

A

| presume that's correct, yégouldn't
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happen.

Q Another related point in testtimony is
you state that the requirement thatgi@uproposing
here -- let me find the exact languagkat this
requirement as far as requiring Paciffo join
the RTO is no different than proposetthan imposed
on ScottishPower in the U.K. Is thabarect
reading of your testimony?

A Yes.

Q That's your rebuttal testimdrtyink on
page 18. And I take it from that, yeueferring
to these ring fence conditions whichehbgen
included in Cross Examination Exhibit 6?

A Let me find the right passagee so we're
on the same page.

Q Areyou looking at your tesbimy?

A lam.

Q Page 18lines 12 to 14.

A Yes. They are related torihg fence
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conditions.

Q Cross Examination Exhibit @he one that
you're referring to?

A | think so. There were a deupf
documents that address that.

Q That's the condition 7 whieljuires that
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ScottishPower accept a financial rimgcéearound
the public electricity supply and tramssion
businesses? | suppose you're alsorigaht
condition 67?

A Yes.

Q And that requires that generabe placed
in one or more separate group compammesh would
be affiliates but not subsidiaries orepéa
companies of the remaining electrictinaties?

A Yes.

Q Now, is it your understandihgt the
placing of a financial ring fence arodarahsmission
is the same as what is required withptheing of
transmission assets under the operaiomérol as
would be done in the case of an RTO?

A No. Iwould agree with yols ia little
bit different circumstance.

Q Infact, in order for -- to et¢he

requirements of an RTO under FERC, th® Rust have
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operational responsibility for all tmartsmission
facilities under its control; is thatriect?

A That's correct.

Q And that goes far beyond tharfcial ring
fencing that is contemplated by Crosar&ixation
Exhibit 6?
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A ltis beyond.

Q I'd like to turn to the dissim, your
proposed condition on stranded costs.

MR. VAN NOSTRAND: If | couldpproach the

witness, Mr. Chairman?

CHAIRMAN MECHAM: That's fingo ahead.
(Whereupon Exhibit CrossaExnation 25
was marked for identificeti)

Q (BY MR. VAN NOSTRAND) Whavé
distributed is an investment report fr@eidman
Sachs Investment Research which in TABlests the
valuation parameters of pending elecittilcty
mergers. In the last page of the documeable A3
discusses valuation parameters of cdegbkelectric
utility mergers.

Looking in terms of the pendmgrgers,

looking in particular in the seventhwuh over from
the right-hand side labeled Premiunt, fesir to

say, at least based on this documesre'tino
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situation where there was an acquisiiozn
electric utility where an acquisitioreprium was not
paid?

A That's correct. Yes.

Q I guess a couple of them praaticularly
stand out are the 35.8 percent premiaich fpy
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CalEnergy for MidAmerican Energy. Daiysee that?

A |saw it asecond ago. Hald &es.

Q And the 38.5 percent premiwdby
ConEdison for Orange and Rockland?

A Yes.

Q And the U.K. counterpart, idaal Grid
Group, is paying a 25 percent premiuradguire the
New England Electric System; is thaht®y

A  Yes.

Q Isitfair to say it's not woal that --
it's real common, in fact, that in etectitility
acquisitions, a premium over the maviadie is
paid?

A That's correct, yes.

Q If we look at Table A3 of tlaghibit, in
terms of the transactions that were detag, just
looking at the ones I've got circledtioere -- and
we'll acknowledge those marks are miflge Enron

Corporation's acquisition of Portlanch&ml in the
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final column indicates there was a matdook
upon closing of that transaction of 2ig#es?

A Yeah. | see that number.

Q Now, are you aware, did Enrothat case
have to waive its right to recovery waaded costs
as a condition of the merger with PG&E?
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MR. REEDER: If they hadnitezdy,
counsel? Is it your position that Ennoade a claim
for stranded costs in that case?

MR. VAN NOSTRAND: No. Straedl costs
don't belong in merger cases, Mr. Reeder

MR. REEDER: Don't misreprdsie record
on what the claim was for stranded ¢qgaemase.

MR. VAN NOSTRAND: There's dscussion of
stranded costs in the merger.

MR. REEDER: And one was cladmnisn't it?

MR. VAN NOSTRAND: If I'm aleed to cover
it with the witness, if you'll allow thv@tness to
testify --

MR. REEDER: Please do.

Q (BY MR. VAN NOSTRAND) Are yaaware

whether or not there was a waiver byoRnn its
right to recover stranded costs in catior with
the acquisition?

A | don't know if there was oasnm't.
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Q

Utility Commission proceeding, Docket W&, where

PG&E was allowed to cover a percentdges o

Are you aware of a subseq@egon Public

stranded generation costs?

A

Q

| don't recall seeing thatend
If that is an accurate powriayf that
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order, wouldn't that suggest that PGEn-on had

not waived its right to recover strandedts of

PGE?
A Without understanding the arded the
transaction, | really can't give youedinitive

answer as to what that means.

Q Look at the next one down, Nesv Century
Energies merger. That indicates a thaket to
book ratio of Public Service Companyolorado's
acquisition of Southwestern Public SssvCompany?

A That's correct.

Q Andin that case, was NewoesiNew
Century Energies have to waive its rgftithe
Public Service Company's stranded costs?

MR. REEDER: Is it your corien such a
claim was made there?

MR. VAN NOSTRAND: It's my ctamtion
stranded costs aren't dealt with inghes

proceedings.
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MR. REEDER: It was not arues$n that
case?

MR. VAN NOSTRAND: Was it aratition
imposed on the merger that stranded dEstvaived?

MR. REEDER: Are you asking tjuestion
whether or not there was an issue ircése that
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was resolved adversely, or are you ashir
guestion whether it was an issue inctee at all?

MR. VAN NOSTRAND: I'm askinvghether a
condition was imposed in connection vaitérger
approval.

MR. REEDER: Is your questigas the issue
in the case, or is your question wasdbee ruled
adversely? | don't understand your tijoies

MR. VAN NOSTRAND: I'm justlaag whether
or not there was a condition imposecoinnection
with merger approval that required treever of
stranded costs. That's the question.

CHAIRMAN MECHAM: It's not amnfair
question. If you know the answer, Miuliaker,
speak up.

THE WITNESS: |don't. | doknhow if
there was or wasn't.

Q (BY MR. VAN NOSTRAND) How abbthe

KeySpan Energy Corporation's acquisitibbong
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Island Lighting Company which suggestedarket to
book ratio of 1.42 upon conclusion @tth
transaction? Is Long Island Lightingn@many
precluded from recovering its strandest€ now?
MR. REEDER: Same objectidsmit your
representation the issue was raised?
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MR. VAN NOSTRAND: | want tankw if
they've been precluded by any conditiatiat
transaction.

MR. REEDER: If the issue waan issue
in the case, | think it's unfair to dskwv it was
resolved and to contend --

MR. VAN NOSTRAND: It's eagylbok at a
merger order and see whether there'paawsion in
the order which precludes stranded r@xsivery.
That's all I'm asking the witness.

CHAIRMAN MECHAM: All right.My guess is
he doesn't know.

Q (BY MR. VAN NOSTRAND) You dun

A The Chairman is correct. Iraa know.

Q Infact, if we refer back twuy response
to data requests included in Cross Ematin 24, in
response to Request Number 21, youatelicyou're
not aware of any decision where a meagproval was

conditioned upon the merged companyeaggenot to
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make a claim for stranded cost recovisrihat
right?
A That's correct.
CHAIRMAN MECHAM: Are you gétig pretty
close there, Mr. Van Nostrand?
MR. VAN NOSTRAND: Am | at b minutes?
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CHAIRMAN MECHAM: Just checlgn
MR. VAN NOSTRAND: Just a femore
guestions. This all could have beenaikd had the
motion to strike been granted.
CHAIRMAN MECHAM: Don't rub in.
(Laughter.)
MR. REEDER: Or order the nergondition
accepted.
Q (BY MR. VAN NOSTRAND) In youebuttal
testimony, | take in on this strandesitclmoking
at page 19, you say that the wilinegsatp
substantially above book value is ardledication
of an expectation that the market valueacifiCorp
generation assets exceeds their boale vds that
right?
A Yes.
Q Itake it from that statemefat,) would
assign all the excess of market valie book value

to generation assets?
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A | would think so. Becauseezsrlly,
everything else will remain regulated.

Q What about the distributiostsyn, the
lines already in place? Wouldn't yoy thee
replacement value, the costs of repligathat
would be substantially greater thanhiiséorical
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depreciated costs that appear on thig/sti
balance sheet?

A Probably would be. But I'vever even
heard anybody suggest that in a deregglila
environment that the transmission amstrigution
system would be deregulated and sulgjeéctenarket.
All models that I'm aware of retail comtipon would
continue to subject the T and D systeroist of
service regulation.

Q You would say that the rigbtsvay a
utility has accumulated to provide segwiloes not
represent a valuable asset that couldsed to
provide any number of services to hoakk=?

A They may also do that, yes.

Q Wouldn't that suggest thatwhleie of
that system in place has a value faatgreéhan the
book value shown on the financial staets?

A Well, it could. But I thinkast times

when utilities utilize facilities thaahe been
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supported through the rates, the revereeived
from those extra services get creditaklio rates.
I wouldn't see that as being a net beteethe
stockholder.

Q But you haven't done any asialin this
case in terms of the various assetsagifiorp's
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balance sheets as to where any payrbentdook
value should be assigned?

A 1did. |looked at that. hidught there
were some places besides generation, anddn't
think of any.

Q How about unregulated operstib Did you
do any effort to separate the regulétmah
unregulated and assign some of the abowk to
unregulated operations?

A It'sin the testimony. Thewumany itself
assigned 80 percent of the value todbalated
electric operations and 20 percent ¢ootier. So
| said 80 percent of that premium i ati
positive.

Q If we look at just the factao§tock
price, a market price being above btiukt's fairly
common in the industry now, isn't it?

A Yes.

Q In alogical extension to yangument to
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use utility stocks being purchased edany, can't
you say when a buyer pays more than bahle for
that stock, the buyer should be predudam
recovering stranded costs?

A 1think there's a general nedtkend for
stocks to trade above book value. mesoases, it
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may be because the utilities are earwelgin
their excess of cost of capital. When gombine
what we have here, the premium along e
transaction, a sophisticated purchasdreocompany
and the independent appraisal of thestnent
bankers as to the value of the ass#tgmk
that -- those together would indicatent that
there is no potential for stranded costs

Q This premium is, in fact, fir
conservative, isn't it, compared to safthe other
premiums being paid as shown on table A2

A Of what, the Goldman Sachs?

Q Yes. Would suggest a premadironly 15.3
percent in this transaction.

A Yeah, that's correct.

MR. VAN NOSTRAND: | have norther

guestions, Mr. Chairman. | would likenhove for
the admission of 24 and 25.

MR. REEDER: No objection.
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CHAIRMAN MECHAM: Thank youwVe'll admit
Cross Examination Exhibits 24 and 25.
(Whereupon Exhibits Crogsuaination 24
and 25 were admitted intmlence.)
CHAIRMAN MECHAM: Mr. Hunter?
MR. HUNTER: In light of thetr, I've got
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one.

CROSS EXAMINATION

BY MR. HUNTER:

Q Just for the purposes of #eord, would
you confirm that you're representing special
contract customers, and the rest of gbants are
Schedule 9 customers?

A  Yes.

MR. HUNTER: Thank you, thatlkl have.

CHAIRMAN MECHAM: Thank youMr. Ginsberg?

CROSS EXAMINATION

BY MR. GINSBERG:
Q Which are the two?
A Kennecott Corporation and Rrax

Q Do those of both customerstraxts
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expire during the term of this -- whatiyare
requesting? Or do you know --
A | assume Mr. Reeder will olbjégou're
asking me anything confidential.
MR. REEDER: Maybe for theart; we need
to make something clear. The contratunder
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protective order, and the contents ardidential.
As Mr. Hunter pointed out this mornitige orders
approving them are not confidential.e nders in
some instances refer to when they expithink
some of them make reference to a fiae from date
of approval.

To the extent that that's a pathe
order, 1 would concede and stipulate thay do,
Mr. Ginsberg. But terms and contentghote
contracts themselves are themselvami,tunder
confidential cover.

Secondly, during the recesdiexaecess,
Mr. Hunter and | reached an accommodatibere we
would, rather than try to open thosdequtive
orders, agree that some but not alhefspecial
contracts have automatic extensionsyary
contract to contract.

Some but not all of the consdwive market

opening provisions allowing the contiacterminate
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on 12 months. And some but not alhef¢ontracts
have provisions in the contracts thainge with
various price indicators. To say thaterclearly,
the escalators on prices in each ottmgracts is
different.

| haven't seen them all. Only Munter
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has. But they're not all the same.r Satement?

MR. HUNTER: It's a fair statent. With
the exception Mr. Hunter hasn't seemth#. But
Mr. Powell has seen them all. And Mowell can
give us sort of a generic idea whendts gn the
stand of which fits in which categoryrymber.

MR. REEDER: [l stipulatetiviyou they
do expire in 2001, 2002, to the besiwof
knowledge.

Q (BY MR. GINSBERG) Just to reakclear,
what you are requesting is similar tatwhas stated
earlier, that you're not -- that thosetracts, if
extended, would be submitted for appravéhe
Commission and be subject to meetingeviea test
exists at that time?

A Certainly they would be subjecthe
Commission's ruling, and the Commisswonild have to
apply whatever tests that it was usirityat point

in time. So | think that's a yes toyquestion.
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Q You're not suggesting thaihdse
contracts are extended that they bendeté under
the same terms and conditions if thesas and
conditions no longer apply?

A Well, let me back up a litde& and try
to be clear about this. We're suggggtiat they
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be renewed for the balance of this patéection
period, provided if they're compensatoiyd
provided that the Commission hasn't medltg
changed how it treats the revenues lamdasts from
those contracts in a way that's adviersiee

utility.

Now, if something happens intieantime and
the Commission adopts a new set of djuieks |
assume the Commission is going to wafddk at the

contracts under those new guidelinéthely
haven't, then we would suggest if thetraets are
compensatory that they simply be renefeethe
balance of the term.

Q lunderstand that there asngks in
interpretation of interruptible contioccurring
at the WSCC level? Are you aware oftha

A lam not.

Q Would you agree that over tsmee these

contracts have been entered into, extelranges
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that have occurred that may or may ffetathe
value that should be given to the tettmas existed
when they were originally negotiatedatyg@l

A Well, circumstances may chamgeourse.
And we're saying that one of the testbe
contracts have to continue to be congteng
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Q Looking at all terms and cdiaahis that
exist today?

A Yes.

Q Now, in your testimony on pa&geof your
rebuttal testimony, you say to the ektbat a rate
freeze or rate cap --

CHAIRMAN MECHAM: Excuse me,rMGinsberg.
What happened to your microphone? Yastrhave
touched it.

THE WITNESS: The same gremilithink.

MR. GINSBERG: Maybe somethiants to
shut us off.

CHAIRMAN MECHAM: | can thingf three
things.

(Laughter.)

THE WITNESS: ['ll be readygo whenever
you are.

Q (BY MR. GINSBERG) I'm on paz@on line

6. You tie the relationship betweencsge
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treatment for special contracts to ymaposed rate
cap, do you not?

A Yes, because that's part oowsrall
recommendation, that there be that taptpe
renewal rights on the special contracts.

Q Butif there is no rate cap wtill
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think that special contracts should @ashow
capped?

A Not capped; renewed. On samiérms and
conditions, as long as they're compengat

Q Sois that different than wyati were
suggesting there? You've now changtxjitst
renewed under current terms and conditas opposed
to capped at prior terms and conditions?

A If you read my testimony ty $hat the
special contracts should be cappedsinea clear
in my testimony. That was not the rifghundation
for special contracts.

Q I have a question about RT®su're
suggesting that they have to join an Rvithin 24
months? Is that right?

A Yes.

Q How is that giving the Comniossany --
isn't that sort of predetermining thatRI O is in

the best interests of Utah customers?
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A 1think it probably is, yes.

Q How do you make that detertiamé Or did
we do that here?

A ldon't think -- I don't knaat we did
it on this record. | think it's clehat that's
the direction that the industry is mayvand that
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the free flow of power in a competitivarket
depends upon having something like a® Riat has
independent operation.
Q You'd agree your conditioma trying to
give the Commission discretion but tetd away?

A If the Commission were to fitiet merger
condition appropriate, they have thétrig do
that. And they can have whatever inpiat it they
choose.

Q You'd agree this proceedingntalelved
into whether an RTO is a good idea oatwhshould
look like or anything else with resptectt?

A | would agree it's not beemgato in
depth.

MR. GINSBERG: Thank you.

CHAIRMAN MECHAM: Thank youMr. Tingey?
MR. TINGEY: Tl be brief.

CHAIRMAN MECHAM: Thank you.

MR. TINGEY: You're welcome.
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CROSS EXAMINATION

BY MR. TINGEY:
Q Inyour discussion with MrnGberg, and
earlier, dealing with special contragtsy used the
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word compensatory. What do you mean?

A By that | mean that the renesdexceed the
incremental cost that you would asseomth them.

Q Incremental costs being?

A Whatever the incremental cesesthat
were used to determine that those cotstraere
compensatory in the first instance.

Q And you said that these cantgrahould be
renewed on similar terms and conditibtisey're
compensatory. So what if? What if amierms and
conditions aren't compensatory? Whppbas?

A Then they wouldn't expect toenpany to
agree to renew them on those terms anditions but
to propose different prices.

Q Andif you can't agree or tlavant to
agree?

A Well, we suggested that then@ossion be a
forum for resolution of that. If they@ dispute

among the parties.
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Q And the company should be ireguo
submit to that?

A Yes.

Q And this cap that you've tdlladout, rate
cap, that is in addition to the $48 imillcredit
we've been talking about here?
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A That's correct.

Q You talked about strandedsastiength.
Wanting to -- | can't remember your eéxagrds. Put
the issue to rest, something along thioss, in
this case. You didn't mean to preclagitems of
negative stranded costs, did you?

A No, certainly not.

MR. TINGEY: Thank you.

CHAIRMAN MECHAM: Thank you, MTingey.

COMMISSIONER WHITE: Dr. Brukex, you're
familiar with the Notice of Proposed &ukking at
the FERC regarding RTOs.

THE WITNESS: Yes. Thank youthe Dr.,
but it's not appropriate.

COMMISSIONER WHITE: I'm sorrys it your
opinion that that might resolve the Ri§8ues for
this Commission?

THE WITNESS: It may be resulvin a way

that FERC would resolve it. But may betresolved
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in a way that you would like to seeappen.
COMMISSIONER WHITE: Well, soother
words, you still think that this dockean
appropriate place for this Commissiosayp
something about those issues?
THE WITNESS: | do. And obusly, you
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have to have a feeling about whethertiimk an RTO
makes sense. | happen to believe thHappen to
think this is an excellent opportunibyrbove that
process forward.

COMMISSIONER WHITE: If we dmmething
inconsistent with what FERC later tuons to do,
will that be an issue?

THE WITNESS: 1 think, to blear here,
the FERC will decide what the structultenately
looks like. But I think you as a statenmission
can have a lot of influence on the tytilon what
they come forward with.

And if you make that a conditluere, |
think they will have to have that corsagion. And
you will be able to have input into thahich you
may not be able to have if you don'sdmething as

part of this order.

CHAIRMAN MECHAM: Mr. Brubakeyou really

don't think we could anyway? | know RReeder
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doesn't. But it just seems to me thatrgthe
jurisdiction we do have, whether or wethave
technical jurisdiction, it sure seemsn® like

given the jurisdiction we do have angegithe work
that we do and given our jobs, seenes\vik could
have some influence.
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THE WITNESS: You know bettkan I,
Commissioner, what influence you carrexBut it's
better to have a commitment and a candto
cooperate than to rely on that and takisk that
somebody might disagree.

CHAIRMAN MECHAM: Okay. Is #ne any
redirect?

MR. GINSBERG: May | ask ongegtion now?

CROSS EXAMINATION CONTINUED

BY MR. GINSBERG:

Q Do you look at condition numBeas
requiring some action by the company titiay create
an RTO?

A I'm sorry, condition numbeof®

Q Of the stipulation. Wouldmgnsmission,
in your mind, be an integral utility fttron?

A This says divestiture, spinaffsale.
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Placing transmission assets into an Riff@ture
wouldn't necessarily be any of those.

Q Whatis it?

A | think in the Midwest ISO rfexample,
it's by lease. There's a leasing otridr@smission
assets for certain purposes, underigerta
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conditions. So that wouldn't be a diNese,
spinoff or a sale.

CHAIRMAN MECHAM: Is that it?

MR. GINSBERG: Yes.

CHAIRMAN MECHAM: Mr. Brubakeif the
merger -- if we disapprove the mergert your
position that we can't influence whatifR@orp does
when it comes to RTO creation time?

THE WITNESS: You may haveeastlevers.

I'm saying this is an opportunity todakbig
lever.
MR. HUNTER: I'm sorry.

CHAIRMAN MECHAM: Mr. Hunter.

CROSS EXAMINATION CONTINUED

BY MR. HUNTER:

Q Do you know whether or notik@orp had

extensive discussions with the Divisithe,
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Committee, and Commission staff durimegy t
discussions at IndeGO seeking their siewwhat
IndeGO should look like and whether o ihwas an
appropriate approach for that utility?

A 1would imagine that Pacifi@atid have
discussions.
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Q There was no lever, was there?

A There is no more PacifiCorpher.

Q At the time that they had #hos
discussions, though, they had them wtahilg, and
there was not a merger or additional @asgion
jurisdiction that wouldn't be there afitee merger?

A ldon't know if that's the eas not.

MR. HUNTER: Thank you.

CHAIRMAN MECHAM: Is there amgdirect,
Mr. Reeder?

MR. REEDER: Thanks to my eatjues for
shortening cross examination. In tipaits I'll
forego redirect.

(Whereupon a discussion kngld off the
record.)

CHAIRMAN MECHAM: Okay. Ardée Division
witnesses ready?

MR. GINSBERG: They certaiahg.

CHAIRMAN MECHAM: That's --
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here.

huh?

MR. GINSBERG: They'l be hérgou're
| think the ones that need tbfyesre --
CHAIRMAN MECHAM: That's fine.

MR. GINSBERG: You don't wamtdo it,

CHAIRMAN MECHAM: Let's adjonifor the
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evening and come back at 9:00 --
MR. GINSBERG: We're ready avitling. |
think | lost the bet, though.
CHAIRMAN MECHAM: Let's comebk at 9:00
Monday and go off the record.
(Whereupon the proceedingee

adjourned at 5:00 p.m.)
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