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PUCFiling Center
PublicUtility Commissionof Oregon
P0Box 2148
Salem,OR 97308-2148

Re: MEHC’s and PacifiCorp’s ResponseTo RequestFor Additional Information Re:
Stipulation
DocketUM 1209

Enclosedfor filing is theMEHC’s andPaciflCorp’sResponseto Requestfor Additional
InformationRe:Stipulationin theabove-referenceddocket. A copyofthis filing hasbeen
servedon all partiesto this proceedingasindicatedon theattachedcertificateof service,

Very truly yours,
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KAM :knp
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cc: ServiceList
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1 BEFORETHE PUBLIC UTILITY COMMISSION
OF OREGON

2
UM 1209

3

4 In theMatterofMIDAMERICAN MEHC’s AND PACIFICORP’s
ENERGYHOLDINGS COMPANY RESPONSETO REQUESTFOR

5 Applicationfor Authorizationto Acquire ADDITIONAL INFORMATION RE:
Pacific Power& Light, d/b/aPacifiCorp. STIPULATION

6

7 On January18, 2006,theCommissionissuedaMemorandumrequestingadditional

8 informationon theStipulationfiled in this caseon December23, 2005. Onbehalfofall of

9 thepartiesto theStipulation,MEHC andPacifiCorpnow submitthefollowing response.

10 Additionally, MEHC andPacifiCorphaveidentifiedtwo minorcorrectionsto theStipulation

11 and aresubmittingthesecorrectionswith this filing. Theseresponsesaredetailedbelow,

12 1. Thereferencesin OregonCommitments15(c) and 16 to ORS757.568werein

13 error. Thesereferencesshouldbe to ORS756.568. ThecorrectedpageoftheStipulationis

14 attachedasExhibit A.

15 2. TheMemorandumrequestsidentificationof theentity who will deliver the

16 consolidationopinionrequiredby OregonCommitment17. MEHC intendsto hire one of the

17 following t~eelaw firms to deliver thenon-consolidationopinion: LathamandWatkins,

18 LeBoeuf,LambGreene& MacRae,LLP or Wilkie Fan& GallagherLLP. Staffhas

19 reviewedthis list andagreesthat thesefirms areall qualifiedto deliver theopinion.

20 3. Therearetwo additionalminor correctionsrequiredto theStipulation. First,

21 in OregonCommitment12(b), thereferencein theparentheticalto theINDEX CODEseries

22 shouldbe “JEADGOM,” deletingthelast two letters“MS.” Second,in OregonCommitment

23 11(a),theword “Utah” shouldbe deletedfrom thelastsentencesothat thesentencereads:

24 “This Commitmentis in lieu of [delete“Utah”] Commitment38, anda statemustchoose

25

26
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1 betweenthis Commitment0 11 andCommitment38. ThecorrectedpagesoftheStipulation

2 are attachedas Exhibit B.

3 DATED: January30, 2006.

STOELRIVES LLP

6 KatherineA. McI~owell

Of Attorneysfor MEHC andPacifiCorp

8

9

~ 10

-~ 11

~ 12

13

~ 14

~ 15
c,J~

~ 16
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Exhibit A



0 15.a) MEHC commitsthat immediatelyfollowing theclosingofthetransaction,the
acquiringcompany(PPWHoldings LLC) will haveno debtin its capital
structure. MEHC andPacifiCorpcommitthat theconsolidatedcapitalstructureof
PPWHoldingsLLC will not containcommonequitycapitalbelow thefollowing
percentagesof its Total Capitalasdefinedin Commitment18b:

48.25%from thedateofthecloseof thetransactionthroughDecember31, 2008;
47.25%from January1, 2009throughDecember31, 2009;
46.25%from January1, 2010throughDecember31, 2010;
45.25%from January1,2011throughDecember31, 2011;
44.00%afterDecember31,2011.

b) MEHC andPacifiCorpcommitthat theconsolidatedcapitalstructureof PPW
HoldingsLLC will notcontaincommonequity capitalbelow35%ofits Total
AdjustedCapitalasdefinedin Commitment1 8c.

c) MEHC will providetheCommission30 daysprior noticeif PPWHoldingsLLC
intendsto issuedebt. MEHC andPacifiCorpacknowledgethatif PPWHoldings
LLC doesissuedebt, theCommissionhastheauthoritypursuantto are-opener
underORS 756.568limited to theconsiderationof additionalring-fencing
provisionsthatmaybe appropriate.

O 16. MEHC commitsthatno amendments,revisionsormodificationswill bemadeto
thering-fencingprovisionsof Commitment11 b) withoutprior Commission
approvalpursuantto a limited re-openerunderORS756.568for the solepurpose
of addressingthering-fencingprovisions.

O 17. Within threemonthsof closingofthetransaction,MEHC commitsto obtain a
non-consolidationopinion that demonstratesthat thering fencingaroundPPW
HoldingsLLC is sufficientto preventPPWHoldings LLC and PacifiCorpfrom
beingpulled into an MEHC bankruptcy.MEHC commitsto promptly file such
opinionwith theCommission. If thering-fencingprovisionsof this agreement
areinsufficient to obtainanon-consolidationopinion,MEHC agreesto promptly
undertakethe following actions:

a) Notify the Commissionof this inability to obtainanon-consolidationopinion.

b) Proposeandimplement,uponCommissionapproval,suchring-fencing
provisionsthat aresufficientto preventPPWHoldings LLC from beingpulled
into an MEHC bankruptcy.

c) Obtainanon-consolidationopinion.

O 18. MEHC andPacifiCorpcommit that PacifiCorpwill notmakeanydividendsto

PPWHoldingsLLC or MEHC if PacifiCorp’sunsecureddebtratingis BBB- or
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Exhibit B



calendaryears2006through2010,inclusive,will be no morethan$7.4 million
(total company). OregonCommissionStaffhasvaluedthepotentialincreasein
PacifiCorp’stotalcompanyrevenuerequirementfrom thelossof ScottishPower’s
captiveinsuranceaffiliate as$4.3 million annually,which shallbe theamountof
thetotal companyratecredit. This commitmentexpireson December31, 2010.

b) This commitmentis offsetableif PacifiCorpdemonstratesto theCommission’s
satisfaction,in thecontextofageneralratecase,thecostsincludedin
PacifiCorp’sratesfor suchinsurancecoverageis not morethan$7.4 million (total
company).(Thiscommitmentis reflectedin Row 3 in Appendix2.)

0 11 .a) MEHC andPacifiCorpwill holdcustomersharmlessfor increasesin costs
resultingfrom PacifiCorpcorporatecostspreviouslybilled to PPM andother
formeraffiliatesof PacifiCorp. OregonCommissionStaffhasvaluedthe
potentialincreasein total companyrevenuerequirementif thesecostsarenot
eliminatedas $7.9 million annually(total company)throughDecember31, 2010
and$6.4million annually(total company)from January1, 2011 through
December31, 2015,which shall be theamountsof thetotal companyratecredit.
This commitmentshallexpireon theearlierof December31, 2015 orwhen
PacifiCorpdemonstratesto theCommission’ssatisfaction,in thecontextofa
generalratecase,that corporatecostspreviouslybilled to PPM andotherformer
affiliateshavenotbeenincludedin PacifiCorp’srates. This Commitmentis in
lieu ofCommitment38,and a statemustchoosebetweenthis Commitment0 11
and Commitment38.

b) This commitmentis offsetableto theextentPacifiCorpdemonstratesto the
Commission’ssatisfaction,in thecontextof a generalratecase,that corporate
costspreviouslybilled to PPM andotherformeraffiliateshavenotbeenincluded
in PacifiCorp’srates. (Thecommitmentis reflectedin Row 4 ofAppendix 2.)

O 12.a)MEHC andPacifiCorpcommit that PacifiCorp’stotal companyA&G costswill
be reducedby $6 million annuallybasedon theA&G categories,assumptions,
andvaluescontainedin Appendix3 titled, “UM 1209A & G Stretch”. The
amountof thetotal companyratecredit is $6 million peryear. This commitment
expiresDecember31, 2010. Beginningwith thefirst month afterthecloseof the
transaction,Oregon’sshareof the$0.5 million monthlyratecredit will be
deferredfor thebenefitof customersandaccrueinterestatPacifiCorp’s
authorizedrateofreturn. This Commitmentis in lieu ofCommitments22 andU
23 from theUtah settlement,anda statemustchoosebetweenthis Commitment0
12 andCommitments22 andU 23.

b) Thecredit will be offsetable,on a prospectivebasis,by theamountthat
PacifiCorpdemonstratesto theCommission’ssatisfaction,in ageneralratecase,
that total companyA&G expensesincludedin PacifiCorp’sratesarelower than
thebenchmarkandhavenot beenshiftedto otherregulatoryaccounts.The2006
benchmarkwill be $228.8million. Subsequentbenchmarksshall equalthe2006
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benchmarkmultiplied by theratio oftheGlobal Insight’sUtility Cost Information
Service(UCIS)-AdministrativeandGeneral— Total OperationsandMaintenance
Index (INDEX CODESeriesJEADGOM), for thetestperioddividedby the2006
indexvalue. If anotherindex is adoptedin a futurePacifiCorpcase,that index
will replacetheaforementionedindexandwill be usedon aprospectivebasis
only. If this occurs,thebenchmarkfor futureyearswill equalthebenchmark
from theratecasein which anewindexwasadoptedmultiplied by theratio ofthe
newindexfor thetestperioddivided by the indexvaluefor thefirst yearthat the
index is adopted.

O 13. Thepremiumpaidby MEHC for PacifiCorp(AcquisitionPremium)will be
excludedfrom theutility accountsofPacifiCorp. Further,MEHC andPacifiCorp
committhat theywill notproposeto recovertheAcquisitionPremiumin Oregon
retail rates,or includetheAcquisitionPremiumin PacifiCorp’sresultsof
operations,unlessthis commitmentis modifiedby theCommission,pursuantto a
filing underORS756.568,to allow for therecoveryof theAcquisition Premium.
MEHC andPacifiCorpwill not requestor supportamotion to modify this
commitmentto allow recoveryof theAcquisitionPremiumunlessapartyin a
proceedingbeforetheCommissionproposesan adjustmentto PacifiCorp’s
revenuerequirementthat MEHC andPacifiCorpassertviolatestheregulatory
theoryofthematchingprinciple. If PacifiCorpseeksrecoveryof theAcquisition
Premium,thenotherPartiesarefreeto opposesuchrecovery,including the
validity of thematchingprinciple.

O 14.a)In theeventof aratingsdowngradeby two ormorerating agenciesof
PacifiCorp‘ s seniorlong-termdebtthat occurswithin 12 monthsafterthe
CommissionapprovestheTransactionor issuesan orderadoptingacquisition
commitmentsfrom otherPacifiCorpstates,whichever,comeslater (the“Baseline
Date”), andat leastonesuchagencyidentifiesissuesrelatedto MEHC’s
acquisitionof PacifiCorpasa causeof theratingsdowngrade,theassumedyield
for any incrementaldebt issuedby PacifiCorpafterthedowngradewill be
reducedby 10 basispointsfor eachnotchthat PacifiCorpis downgradedbelow
PacifiCorp’sratingon theBaselineDate. Suchadjustmentwill continueuntil the
debtis no longeroutstanding.In the casewhereoneratingagencyissuesarating
downgrade,but not two ormorerating agencies,denotedasasplit rating,the
adjustmentshallbe 5 basispointsfor eachnotch. Theadjustmentimposedby this
commitmentwill be eliminatedfor debtissuancesfollowing theratingsupgrade
ofPacifiCorpequalto theratingon theBaselineDate. This Commitmentis in
lieu of Commitment37, and a statemustchoosebetweenthis Commitment0 14
andCommitment37.

b) In theeventthat debtissuedby PacifiCorpwithin 12 monthsaftertheBaseline
Dateis recalledandrefinanced,PacifiCorpagreesto holdcustomersharmless,for
thetermof thedebt,ascomparedto therevenuerequirementspursuantto
subparagrapha) andits basispoint reductions,oftheoriginally financeddebt.
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12

13
Adam S. Arms

14 aarms~rnbjlaw.coni

15

16 Jim Abrahamson

17 CommunityActionDirectorsof Or
4035

12
th StreetCutoffSE, Suite 110

18 Salem,OR 97302

19 jIm.~~cado-oregoi~.org

20 EdwardBartellKlamath0ff-ProjectWaterUsers,Inc.

21 30474SpragueRiver Road
SpragueRiver,OR 97639

22

23
MaggieBrilz

24 IdahoPowerCompany
25 P0 Box 70

Boise,ID 83707-0070
26 inbrilz(2l~idahopower.corn

Rates& RegulatoryAffairs
PortlandGeneralElectric
121 SW SalmonStreet,1WTCO7O2
Portland,OR 97204
pge.opuc.fihings(2l~pgn.corn

Utility WorkersUnion ofAmerica
P0Box 37
SanClemente,CA 92674-0037
uwua(~redhabanero.com

DouglasL. Anderson
MidAmericanEnergyHoldingsCo
302 5 36 Street,Suite400
Omaha,NE 68131
gerickson~midamerican.com

Curtis G. Berkey
AlexanderBerkeyWilliams

& Weathers
2000CenterStreet,Suite308
Berkey,CA 94704
cberkey~abwwlaw.com

LowreyR. Brown
Citizens’ Utility Boardof Oregon
610 SW Broadway,Suite308
Portland,OR 97205
lowrey(~oregoncub.org
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1 CERTIFICATE OF SERVICE

2 I herebycertify that I servedtheforegoingdocumentin DocketUM 1209 on the

3 following namedperson(s)on thedateindicatedbelowby

4 L~l mailingwith postageprepaid

5 0 handdelivery

6 0 facsimiletransmission

7 ~l Electronicmail

8 to saidperson(s)atruecopythereof~containedin a sealedenvelope,addressedto said

9 person(s)athis or herlast-knownaddress(es)indicatedbelow.

10 NW EnergyCoalition

219 First Street,Suite100Seattle,WA 98104
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1
JoanneM. Butler

2 IdahoPowerCompany
3 POBox7O

Boise,ID 83707-0070
4 j~i~~i~hoower.corn

5
Phil Carver

6 OregonDepartmentofEnergy
625 Marion StreetNE, Suite1
Salem,OR 97301-3742

8 philip.h.carver@state.or.us

9 BryanConway
OregonPublicUtility Commission

10 P0Box 2148
Salem,OR 97308-2148

11 bryan.conway@state.or.us

12 JoanCote

13 OregonEnergyCoordinatorsAssoc
2585 StateStreetNE

14 Salem,OR 97301
cotei@mwvcaa.org

15
MelindaJ.Davison

16 DavisonVanCleve,PC
17 333 SW Taylor,Suite400

Portland,OR 97204
18 maii@dvclaw.com

D. Kevin Carlson
Dept. of Justice

GeneralCounselDivision
1162Court StreetNE
Salem,OR 97301-4096
d.carlson@doj.state.or.us

RalphCavanagh
NaturalResourcesDefenseCouncil
111 SutterStreet,FL 20
SanFrancisco,CA 94104
rcavanagh(llinrdc.org

JohnCorbett
Yurok Tribe
P0Box 1027
Klamath,CA 95548
corbett(~yuroktribe.nsn.us

Chris Crean
Christopher.d.crean(~co.mu1tnornah.or.us

MichaelEarly
IndustrialCustomersofNW Utilities
333 SW Taylor, Suite400
Portland,OR 97204
rnear1y(2~icnu.org

19 JasonEisdorfer
Citizens’ Utility BoardofOregon

20 610 SW Broadway,Suite308

21 Portland,OR 97205jason@oregoncub.org

22 AndreaFogue

23 LeagueofOregonCities
P0Box 928

24 Salem,OR 97308
afogue(2l~orcities.org

Ann L. Fisher
energlaw@aol.com

JohnR. Gale
IdahoPowerCompany
P0 Box 70
Boise,ID 83707-0070
rgale@idahopower.com
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1
BemardoR. Garcia

2 Utility WorkersUnion ofAmerica
215 AvendiaDel Mar, SuiteM
San Clemente,CA 92672

4redhabanero.co~

Ann EnglishGravatt
RenewableNorthwestProject
917 SW Oak, Suite303
Portland,OR 97205

Page3 CERTIFICATEOF SERVICE(UM 1209)

William Miller
NancyHarper
bilha~ibew125.com
nancy@ibew125.com

BartonKline
IdahoPowerCompany
P0Box 70
Boise,ID 83707-0070
bkline@idahopowei~corn

DanielW. Meek
Attorneyat Law
10949 SW

4
th Avenue

Portland,OR 97219
~eek.net

Christy Monson
LeagueofOregonCities
1201 Court StreetNE, Suite200
Salem,OR 97301
cmonson(2I~orcities.org

MatthewW. Perkins
DavisonVanClevePC
333 SW Taylor,Suite300
Portland, OR 97204
mwp(~dvcIaw.com

LisaF. Rackner
Ater WynneLLP
222 SW Columbia,Suite 1800
Portland,OR 97201-6618
lfr@aterwynne.com
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DavidE. Hamilton
davidh@norrstev.com

6

7

8 JasonW. Jones
DepartmentofJustice

9 RegulatedUtility & BusinessSection
1162Court StreetNE

10 Salem,OR 97301-4096
jason.w.iones(Zl~state.or.us

11
Kaitlin Lovell

12 CharltonBonham

13 klovell~tu.org
cbonham(Z~itu.org

14

15 Mark C. Moench
MidAmericanEnergyHoldingsCo

16 201 SouthMain Street,Suite2300

17 SaltLakeCity,UT84111
mcmoench@midamerican.com

18
BarbaraLeeNorman

19 KarukTribeofCalifornia
P0 Box 657

20 Yreka, OR 96097

21 bnorman(~karuk.us

22 JanetL. Prewitt
Departmentof Justice

23 1162 Court StreetNE
Salem,OR 97301-4096

24 j~.rewitt(~doj.state.oi~us

25

26
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1 Steve Rothert

2 srothert~amrivers.org

3

4

GregoryW. Said
IdahoPowerCompany
P0 Box 70
Boise, ID 83707-0070
gsaid(li~idahopower.com

ThomasP. Schlosser
t.schlosser(l~msaj.com

6
ThaneSomerville

7 Lsomerviile@rnsaj.com

8

9

10
JohnW. Stephens

11 EslerStephens& Buckley

12 888 SW Fifth Avenue,Suite700Portland,OR 97204-2021

13 stephens(2l~eslerstephens.coni

14 DouglasC. Tingey
PortlandGeneralElectric Co

15 121 SW SalmonStreet,1WTC13O1
Portland,OR 97204

16 doug.tingey@pgn.com

17

18 SarahWallace
Ater WynneLLP

19 222 SW Columbia,Suite1800
Portland,OR 97201-6618

20 sek~aterwynne.com

21 Michael T. Weirich

22 Departmentof Justice
RegulatedUtility & BusinessSection

23 1162CourtStreetNE
Salem, OR 97301-4096

24 michael.weirich~state.or.us

25

26

RobRoy Smith
r.smith(Zl~msaj.com

Glen H. Spain
PacificCoastFederationof

Fishermen’sAssociations
P0 Box 11170
Eugene, OR 97440-3370
fishiifr@aol.com

MarkThompson
PublicPowerCouncil
1500NEIrving Street,Suite200
Portland, OR 97232
mthompson(~ppcpdx.org

SandiR. Tripp
KarukTribe

Dept.ofNaturalResources
P0 Box 1016
HappyCamp,CA 95546
strip~karuk.us

BenjaminWalters
SusanAnderson
bwalters@ci.portland.or.us
susananderson@ci.portiand.or.us

StevenWeiss
NorthwestEnergyCoalition
4422OregonTrail CourtNE
Salem,OR 97305
steve(Zl~nwenergy.org
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1
JessicaA. Gorham Michael W. Orcutt

2 Ater Wynne,LLP HoopaValleyTribeFisheriesDept
222 SW ColumbiaStreet,Suite 1800 P0Box 417
Portland,OR 97201 Hoopa,CA 95546
jac@aterwynne.com director@pcweb.net

PeterJ.Richardson PaulWoodin
Richardson& 0~Leary WesternWind Power

6 P0 Box 7218 282 Largent Lane
Boise, ID 83707 Goldendale,WA 98620-3619
peter(~richardsonandol eary.com pwoodin@gorge.net

8 DATED: January 30, 2006.

10 ___
KatherineA. McDowell

-~ 11

12 OfAttorneysfor MEHC andPacifiCorp

13

~ 14

~ 15

~ 16
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