
.. 
I" 

'At:J/FJO/r..& 
Mclloa 

", '\ ... 
\ ~.~ ~ . \ 

SEP 261991 

~ Decision 91-09-067 September 25, 1991 

BEFORE THE' PUBLIC U'l'ILITIES"COMMISSIONOF THE STATE '6F:'cALI'FO~IA':" 
. . '. • .' .,,' : !' c •• ' .- '." " " I • - t' • " , ~,,' • ":~ : .~: ."J 1 .. ~,(!, - ~ .. ~ ~. ~, ;, ~:.: 

In the. Matter of·, the joint. '.' : ) 
Application, of CP Nati~nal " . )" 
Corporation' (0 11 "OM) " a' California)' 
corporation and The Washington Wator ) 
Power Company, a Washington ) 
corporation, for an order authorizing) 
the,acq\4isition or. the Calitornia ..... ) 

, ' . "",. A "@o 00: ~~~~' 'ro'" "~., : 
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Application 91':'01-00'6 
(Filed January 7',' '1"99'1," . 
amended.July.).-, 1991) 

public utility. gas operations of ) 
CP National'Corporation by Tho ')" : 
Washington,Water,Power.Company. ) 

-----------------------------) 
,", 

, . ",,,' ". " 

Messrs. Orrick~, Horrington & Sutclitto, by 
RolXrt J.. Gloistein and Ronald ·G. Aronovsky;' 
Attorneys at Law, tor CP National 
corporation and Ravj9 J. Meyer, Attorney at 
Law, for The Washington Water Power Company; 
applicant~. 

:tll.2m~$....E..._~ and Edward C. MCMurtrie,. 
Attorneys at Law, for Southwest Gas' 
Corporation, protestant. (Protest 
withdrawn 7/3/91.) 

J:\tdy Lmn~2D, Attorney at· Law, and Ramosh' S ~ 
Ramchand.ani for the Division' of Ratepayer­
Advocates. 

" ': I,:' ,I 

,"-, \,' 

Introduction , 
, CP National Corpor.ation 

, , '<'. J' n, .1. ~\~J<'.,. ,'.':"" ,:.. ":) :. 

(CP Natlonal) owns and. operates 
~ _ • 'L .' ". 

natural ,gas .. and telephone systems 
',j" I • • ,,. ,', ... 

• ~, • \. ",.' i " .,' ';'.' -(,', .'~ 

in~arious:.parts, :of, "ca,l,iiornia,"" 
. , '. ~ \ ," I . .J " I ' , ~: 

Oregon and. .Nevada. . .' 
CP National entered. into an agreement-with washington' 

Waterpo~er""company (WWP)which provided for'the acIuis'iti'on ~f~'CP' '" 
• • ,.' • ',', .' ',' • ". ., " • ,.' T .: ,(~ *. • :. ',1'" " ._.. " t '" ,,:;! \. i' ,t, : 

National's gas operations ,in California, Oregon and Nevada for a. 
. '. ' ~,' .• ' . . . ~ .~ , ,_.. '-" , , . .' I~' ~~:', . ';' ';" ",,~ 

total sale price of $8$,000,000. ., .J 

, As originally filed,thisapplicat,ion sOU9h'tapp~~vai ,ot 
the agreement insofar as it pertains to "CP N~tiona1's 'Califor~ia 

i , 'j I,' • I ~ .!, I, , . .' I ,,,; ,,' "'; j 
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gas operations, which are located at Needles and South Lake Tahoe. 
, ~ -. ' - , ' , . , -", ", ,~, ' . , , " ,''', " .. .-." . ,' .. '. 

The application was protested by S'outhwest Gas' Corporation' ,',;'".1, .,' 

(Southwest)",:;, .-: 'I'he:'Conunission's. Division of ,Ratepayer 'Advocates:,",' 
(ORA)' ,parttcip'~t~d' in the hearing. It, recommended '~pp·r·ov~·',:6ith~" 

,-.' '.' .... , .... ~ .,' ...... ~ .. i \". ...... ,_' • , '.. • "- .... , .•. ,._, , < .", 

application subject to certain: conditions:'which· wi'll be' discussect·:· 
later herein.'·":-"· " , "i, " ,.',:.'::~(;'" .'., 

~::!.),. ~. t/I:".,:',: ,'.: .':" '.,' ,',. 

SUbsequent to the submission of, this' matter ;.:appl.ieants 
amended their original agreement (ExhibitB to the ,appi:i~a1:i;on;) t.o.' 
provide for the purchase of the Oregon and South· ' Iake :Tahoe:'qas: 
systems only. The amendment to the original aqreementis contained 
in Exhibit B to the amendment to the application which was filea 
July 3, 1991, together with apetitiori to Set' Aside Subm:i.:zsion 
under Rule 84 of the Rules of Practice and Procedure .. ", The revised 
purchase price is $69,585,.000. The ,amendment was n~t.iced on the 

Commission's Daily Calcndar of July 10, 1991. 
CP National and Southwest entered into an agreement, 

dated June 13, 1991, wherein Southwest ~9reed to purchase the 
Nevada and Needles gas operations ofCP,National. ' Tha.t aqreement 
is the subject of A.91~06-046- which was filed June 2'4" 1991. 

On July 3, 1991, Southwest filed a plead:i:ngwherein it 
withdrew its protest to A.91-01-006 and waived the submission of 
comments under the Commission's Rules 'of Practice and Procedure 
implementing Public Utilities (PU) Code Section 311(d) with respect 

, , '<'~ .• 

to a proposed decision prepared and filed herein by the 'assi'gned 
adminictrative law judge on the joint application asam~~ded. 

, , 

on July 3, 1991, Administrative' Law Judge . (AI,;J) 'O"Le'ary 

issued a ruling setting aside submission o:l! this applic'ation 
because the acquisition of the same public utility operations, 
namely, CP National's gas operations at Needles were the':sUbj'ect of 
not only this ~pplication, but also A. 91-06-046~' Since: th~ " 
submission of this application has been 'set aside,' we need not act 
on the petition filcd by appl:icants ,to set aside sllbm:i:ss·ion. The. 

• • -, 1 •• ~, " ' " , '"'' '<I , " •• ~ 

application was, deemed resubmitted 'on August' '9, 1991 pO 'days after 
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notice .on .the Commission's:'Oaily Calendar)';,,:-:since-.. :·no,:·protests.:wereo\:; 
reeei ved. . .\.,'; ., . ;.:> ,' .. ; ',";':>',~. ",:;);-, ,j:' 

On July 30,,' ,1991, ORA advised, that<:its:.position:)set torth 
in theevidentiary.hearinq has .. ,not ehanqed'withthe',filinq of.: the. .. 
amendment ,and that, in i ts:view ,. ... further\~·evidentiary:hearings·.on , " 
the applieation aro not neeGssar;r .. ,: -" " " . ".' ':." 
Hearing Process -.' .. "',' : . .!-~." c< ,; ,,' "::~ 

The hearings in this ,matter" wero"he1d prior., to;·,the filing-: 

ot the amondmont. Wo will attempt as best we ean to limit::our"r'-",:; 
d.iseussion,ot the' evid.enee concerninq<'the-' sale. ot the South Lake 
Tahoe system. ::~ .. '... ;: :) , , ":: :;. :).,;~ > ,::",;' 

Aprehearing 'conference> was held:, at San Francisco. on, , '~ ~ : ... 
February 15,,1991.. Public participation 'hearings' for the'. receipt-', . 
of cvideneeand/or statements' from the public;'were;held,before 
ALJ O'Leary at South Lake Tahoe in the:afternoon..-.and','evening'of'" 
Mareh 26-, 1991. Notice ot the publieparticipation:hearings'was 
included as an' insert with- customers' bills •. Inaddition"noticeo!. e the public' participation, hearings. was published, in.'the Tahoe '" DailY' .. 
Tribune and notices wero posted. at CP'National'srottices loeated at­
South Lake Tahoe •. At the public participation hearings CP'National:, 
and, wwp: gave detailed explanations concerning the~'proposed. ',.;, 

acquisition and anGwered questions.posed'by. the"four members .. ,ofi the. 
public who- participated. None'o·f the four members of the:publ-ic'. 
raised' any objection to the proposedacquis.ition. ., '.-

Evidentiary hearings were . held· before ': AlJ:., O'Leary' at ' 
san Francisco on April 1 and 2, 1991. 

Evidence on ))ehalt of applicants., was. presented:' through 
the testimony of three witnesses. ana.ei9'ht exhibits.,· ORA ,presented) 
evidence through one witness. and, one exhib,i t~-·: ,,' '.' .. ,;" 
south Lake l'ahoeDistrict', : :.'.> ' 

, This. d-istrictis comprised' of, primarily,:residential·:·and···.: ". 

small commercial customers at South Lake Tahoe;with'.:a:.,total::, ::: 
customer base of 13,800 as of September 30, 1990. The area has a 
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population·. of: Z7;:;OOO·.people·;and·.·is:loeated:c:in(·El.·Dorado·County ·and·,,;-· 
is a major recreational area. . ':": ..... ' ... , 

, CP.·National: obtains'.' its . gas/·, tor . its, South\:Lakei':Tahoc 
operation from' Paiute' Pipeline,. a subsidiary. of',Southwest·.;Gas.·' ',:" 
This could change ):)ecauseofa,.'proposecl:settlement.in a "rate, case 
before the Federal Energy Rogulatory' Commission' (FERC):., .WWP.: ... ,. , 
intends to procure its own supplies rather than continue~)the.: .... 
present CP" National arrangements at .South-Lake Tahoe.· .' 
~ - ...... '.". 

Decision (D.) 88-12-03$ in· ;Application'..· CA.)-. ,'88-09-005.' 
authorized the aquisition of CP National by Alltel corporation 
(All tel). By that acquisition CP .. National'.retained its.·'corporate 

identity but :became a wbolly owned sul:>sidiary' o't All tel. .:.':' .. ~. 
The testimony of'· CP National's.: president' discloses. that 

a't the time of the acquisition'Alltel' intended to continue- CP 

National'$. qasutility operation andoxpand thooporation.):)oth 
through' internal growth and the" acquisition: of other gas '., ",: . 
properties. However, in order to.do·so,it was neeessary·;for.,Alltel:, 
to· obtain a waiver under' Soction:· 3(c) ot the· Public<otility Holding' 
Acto!' ~935-.: . Alltel . anticipated that a waiver would·, be .granted,:· 
however, subsequent to the. tiling of,. the-: appropriate app,lications 
it appeared, tha. t ,a denial of, the sought ' waiver. would be:. recoxnxnended· 
by the staff of the . Securities and Exchange Commission". (SEC), • ',. In 
view of this All tel decided to-, sell.,the: CP' National gas properties 
rather than pursue . the" application-for. a'~wa.iver." 

EUrch3.ser 

. , .. ,,, 
.~. ~, .. 

WWPis an' investor-owned electric" and', .natural. q.as 
util'i ty ,. serving'. a 26,0'00 .square mile, area.: in Eas:tern::. Washington .,' 
and Northern Idaho, with an estimated': population. base: ,of:. 700~,OO,0·. ;,," 
~'WP was founded on March 13, 1989, and has been·servin9':~rc.ustomers ' 
tor more than 100 years. WWP is bascdin Spokane" Washington, the 
largest community served ~ in the. area.,. 

",,". ,;", .. ' 
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WWP provides:' electric· service ·to '~approximate'ly :2501'::000' 
customers and natural gas ,serviceto·,:,approxilna.tely :9"3,::000":.custo:ners,,~: 
located within 37 ditferent communities through.out its ; ,service 
arGa. As such, WWP is presentlyrequlated by The Washington •. " 
Utilities and Transportation' Commission' and The' :.IdahoPub'lic " ; ' .. 
utilities Commission with respect to retail electric'and natural 
gas service provided to customers within the States of Washington' 
and Idaho ,respectively. 

For calendar year 1990, WWP",hadelectric revenues ct·· 
approximately $410 million based· on electric sale~, Of ,10,582', 
million kWh,. and natural qasrevenues ot approximately $60".::million 
based on approximately' 283"million .. therms of natural·.qas:·throuqhput: 
(both sales and transportation)'. "In' order to serve" its. existing. 
customers,. WWPmaintains net utility plant valued. in,Qxcess,',of., 
$1 billion. In addition, it presently employs approximately 1,200' 
persons throughout its service area. 

WWP maintain~a divorsifiod p'ortfolio of natural gas 
'. ' . 

supplies. This portfolio includes contracts with Northwest 
Pipeline corporation, an inters.tate.pipeline company, tor,firm 

, . . . " 

salos services, as well as contracts for firm. and intorruptible 
transportation ot third party supplies delivered through Northwest 
Pipeline. In addition, 'WWP' is. interconnected with a second majo:r;' 
interstate pipeline, Pacific Gas Transmission company (P~:r), 

through which it"presently receives interruptiblo'transportation 
service for substantial VOlUmes of' Canadian naturafgas. WWP has 
also su):)scribed tor tirm transportati~n'capacity with. PC'I', which 
service is designed to commence in 1993', upon complotion of PGT's 

expansion proj ect. ' " ' 

WWP is also a ono-third owne~, of a naturai.:gas storage 
field in Lewis county, Washington, known as the Jackson Prairie 

Storaqe Project. 'I'he Jackson Prairie Storage Project is jointly 
owned by WWP, Northwest pipeline, and Washington Natural Gas 
Company. This facility allows the joint owners to store natural 

- 5" -'\ -
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qas during .times of ·lowdemanc1·· anc1wi thdrawgas duri'ng~ high demand 
periods..'I'heproject has. a current capability of.about3·50 million· 
therms ot natural gas,. with a. potential' dailywithdrawal:;'r,ate,:o:z:: ,. 
aclivcrability, of 50.5 million thorm~~ Thil!l project allows .. the " 
joint owners to manage the proeurement.;ofnatural gas,' thereby" 
controlling costs to customers. 

DBA E:O:e:i.:ti2n· 
ORA conducted a dctailod Qtudy of tho· ,applict\tion .. and 

prepared a'report which was received· in evid.ence,.as.:Exhibit 8. The 
report discloses that during the course of its. study :.DRA:sought 
clarification of the followinq statement set forth on pagG':"ll of 

,:':1 

the application: " ••• the authorizations requested will·not change 
rates tor california utility service.or the terms and ·conditions 
applicable thereto." In response to DRA'sinquiry WWP proposed,.the·: 
following conditions as part· ·of approval of the application: 

1. Abase rate freeze. at existing levelsfor.·:··· 
2-1/2 years, from the anticipated close of 
escrow in late June 1991 to December 31", 
1993, 

2. an exemption from the Commission'S annual'" ,', 
Cost of capital proceeding: for 1992 and. '.~ 
1993, 

3,'. elimination of the· SAM balancing, account, 

4. amortization' of the existing overcollect'ion -' . '. 
balance in the SAM account-over some'period 
acceptablo to the COml!\ission, . 

5. retention of the current .Purchased Gas Cost-; 
Balancing Account, and 

, : ' .~.' . I ':,,)'., • 

6. an authorized weighted average rate base 
equal to CPN's recorded balance of net 
property, plant and equipment at the time' 
of. tran&fer. :" .. , __ 

,., " 

" .... " .... ,. 

- 6-- -, .. ~ 
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In response to an inquiry-by'ORA a& to, how the 
acquisition would be financed wwp. responded.:, 

"Financing' of the $8,5. :million required for the 
purchase o! CPN's gas operations in California, 
Nevada and Oro~on will bo throu~h a combination 
of internally generated funds~ short-term 
investments, committed lines of credit and 
medium-term notes. CUrrently WWP has available 
$120 million in committed lines of credit and 
$25 million in medium-term notes remaining 
under a shelt reqistration. Longer-term 
finanCing for this purchase and anticipated 
construction expenditures will be met with a 
mix of internal cash generation, medium-term 
notes, .and equity. WWP currently has no short-
term dobt out&tandinq undor committod lines of 
credit or commercial paper." 

... 
ORA has analyzed. the finances of WWP, the d.etails of its,·: 

analysis are set ,forth in Exhibit 8. ORA's analysis focused on' 
throe areas as follows:". , 

1. Measures of Profitability, 
,. J. ~ 

2. Measures of' long-term sol vency '~nd. 
3. Op~nions of investment market analysts. 

'.',. 

In measuring protitability ORA roviewed somo of the roccnt'annuo.l .. 
reports of similar sized utilities operating in California.,_ . , 
Table 1 sets forth the comparisons utilized by ORA. 

I'~' ,._.J~' ,",.' 

." ,. ~ ' .... , .. '·.,.· ... r· , , . 

' .. ,': . ,. 

- 7,-,-·: 
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Post''';'' .,.': ....... :.,. ',:,' Y ;,:. .,'~. • , • ' J :~,,~) I . 

acquisition; . : ' .. ,·oon "" 
""'/~ .. 

J' (,.,,' ,.' '. , " 

Return 
WWP 
PP&L 
SWG 
Sierra 

on e~i ty·;'" :,. '" ,,'~' .'; 
.:t2':.24%. .. /"" .... -:12': .. 66~· •• :.,11,.54'%'. » 

~ ,\,) .::" ::' . -;:,)! <.' ,', \ '._ ."l;4:~7,Ja-, ,',J \l n ~': 
11 .. 17% 
14.51 

Pacific 

After-tax return 
on ~ssets 
WWP 
PP&L 
SWG 
Sierra Pacific 

Asset turnover 
wwp. ::, 
PP&L .. 
SWG -, 
Sierra Paeific 

Profit margin 
WWP 
PP&L 
SWG 
Sierra, Pacific' 

Oporating "ratiO" , ' 
wwp . 
PP&L 
SWG 
Sierra Pacific 

',f "!,' l '''. ,"\ ' ,"~ ." ~ ·:-:12;.~2:4J .;: :"; ':'1 :1~ 
" . '.. .., """.,,;- ;~l:';:C1 G::" :: 11.29 
.' /'- .~ .. ,' 

" ' 

.' .' 
"'I "' .. ,., 

.,. d, .... ,,' .... ,_, " 

, _'), '., 1,''<':-... , ..... '. '.:.~' -.. 

:~')r; ,',: ~::, ::' ;.J ~"'!: .~: '~~ 

'9 .3'7 ':,.', " :"9";07" , : . '.< .:,S. 'l91,: ,,": ,::<, 
' .. - , ,'" '" ',' 

.' .,' 4,~" 

7.74 
S.26 , :." _ ", .. ." ',. <-,." , ',::'·S. 07·. ;(:' <':'1 

. '" \ ,'r 

',', . , 

0·.4.1 0:.;:39 

. '.\. ",./,' 

':""'",:' ;,,:. ,._ ..... 

·,Z8.68: ' ,j • ·,28 •. 9:7 

.. , ';.' \,,'.,~.2'6: :':~'C:'; 
: ",":\:.' :'6;.:4:0·:::.,,~ 6.5·3 

,:_ ·'~~1.2.9: 
2'5.81 

: ,,~, .: ,-; '::1 .-9:~~~:t' 

,. ;. J~S .:7,9' '~~ 

,': 2'2.2'3 
26 .. 7$ 

::':' _>:~19!.'9.1: ,·c 

. :,"29 .. ,39 .• ~ . ':" ··.:.·.·.30. &3',:: .. '.' 
32.08 33.00 
13.29 
24.57 25.16 

Based on the above analysis, ORA notes that WWP's profitability 
ratios are superior in comparison to those o·f the other utilities 
set forth in Table 1. 

Table 2 sets forth ORA's comparison of lon9-term solvency 
of WWP with tho 5amo utilities sot forth in its measurement of 
profitability. 

- 8-·-: -



ALJ/FJO/t.5 

Debt ratio 
WWP 
PP&L 
SWG 
Sierra Pacific,' 

. . . 

Times-interest-earned 
WWP 
PP&L 
SWG 

'-, 

Sierra Pacific 

Post-' 
," ",.'J ..• , \ ,," " ,', 

acguisiti2D ,." .. , 

0 .. 47% 

J'-:, 

, \ " .. :: 

0.47% .0'.:51% ;,.': 
0.S7 

0 .. 50 

2.90 
2.35 

2.54 

ORA believes that the measures of .. WWP'slong'7ten solvency are 
\ " ,. • c , ',' J '" < , ~ J' > • .1 ,. " " "._, .,} . ... .' • '..... " 

s~tis:factory. 
• • \ l ' •• ,' 

Exhibit S states ,that: 
. , 

~'s common stock presently trades in the $30 
range at a price-to-earnings' multip'le 'o,f 10. S: 
ana pays a aividQnd· yioldo:f; 8.3%. . 

"Value Line, a leading' investxnent"market 
research company, rates WWP's common stock. as a 
low risk with a beta of.0.6S. Simply stated, 
'beta' is a measure of tho',stock's volatility 
relativo to tho market. 'That is, it tho ml.\rkot 
moves 1% in either, direction, then one would 
expect WWP's stock to move in the same. ' 
direction by 0.6$%. StoQks with a betao~ loss 
than 1 are considered low risk, whereas those 
higher than 1 are consider~d as high risk~ , 

NThe Novel't'\l:)er 30, 1990 issue of Value Line states.: . 

WWWP's earnings arc improving •••• Financcs have 
improved over the past few years. Three years 
ago, WWP didn't oarn its dividend, and' the' 
utility'S financial indicators were bolow 
average. But since then the tixed charge' 
coverage, common equity ratio, and return on 
equity have risen to the point where' they are 
now comparable to industry norms. Hence, we 
have raisec1 wwp'$ FinanCial, Strongth ;r:atinq 
from B to B+. .. . \": 

- 9-.-
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"Standard and Poors, another leadi:nginvestment market research 
firm, has aocorded an 'A-' rating to WWP's .. senior secured debt, and 
a '888-' rating to its senior unsecured, debt ,and preferred stock. 
Both 'A-' and '888-' are regarded as investment grade qual~lty.. ",' ... ,. ~ ," . 

ratinqs. 
, ... 
, " ... 

"Utility finanoial performance measures have 
improved to levels more representative of a 
stable "A-" rated utility •••• Prospeotively; , 
the oredit quality outlook is stable, with 
downside ratings pressure limited.,by a low risk' 
hydro system. Upside potential: is constrained 
by laok1u~ter long-term earnings prospects and 
a high common dividend payout. Outlook: 
Stable 

ORA is of the opinion that' WWP is regarded as finaneiallystable 
the investment comxr.unity and ooncludes that WWP is in sou:nd'~."; 
financial condition to finanoe the acquisition ofCPN'''s:~gas 
operations and" to assume' the responsibility of serving ',CPN;'s 
california customers at a reasonable "cost .. " "l:"" 

ORA recommends the application be granted.subject to the 
, , 

following conditions: ',' "" 
1. ,not' allow anyaquisition premium tor . ,': 

ratemakinq purposes',. now,or in the fUot;ure.:, 

2. permit Washington water ,and 'Power. Company' , 
an exemption from participating in tho " ',i 

annual Cost ot Capi~al proeeoding for the 
term of the base rate freeze. 

3. order Washington Water and power Company to 
freeze its base rates for approximately 

,4-1/2 years commenoing " at the time of , 
transfer and' continuing through December 
1995. 

4. authorizetbe termination of the Supply 
Adjustment Mechanism balaneing account, tor 

'Washington Water and" Power company ..... ' 

s. order the amortization'of the existing' 
overoollection in the supply Adjustment" . 
Mechanism balancing account at the" time of 
transfer over the base-rate-trceze period. 

- 10·-
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Discussion 

6. retain existin9' , tariff·; .provisions; fo~: all .. ". 
other ratemakin9',.procedures,. ... e.g ..... , energi 
rate, Low Income Rate Assistance rate:,. .... , " 
Purchased Gas Cost balanc'ing account ,·etc".' . . 

. ,'-, ~ /\ 

WWP and' ORA for the most· part .. pr?pose t~e', sam.e:.~'6nditions 

as part of tho approval. of thosaio., , ' • l .": 

I) " 

The basic difference. between the two· proposal's is the 
• " • ' 'I ", ,'''', ., .. r" 

lcn9"th of the- proPosed base rate, freeze, namely, .two;arid, .. o,ne-half 
years by WWP and four and one-half years by ORA. Both propose the 
amorti~ation of the' overcolleetion as Of'the date' ot"th~':transfer ... ' " 

and elimination of the account for the future. . . ....:. .., 

The AIiJ'sproposed decision, which was· mailod.,to the 
,- . I' , i 

parties on August 22, 1991, rcjeetcd'thc elimination: of SAM and a 
1-'" • •. 

base rate freeze·., .Com:ments on the 'proposed. d.ecision .:worefiled by 
WWP and ORA. The comments of WWP ad.dress the rej ection: :of the 
elimi::'lation of SAM and base rate frc¢~cin the AlJ's'proposod 
decision. In its col'riments WWPproposes, as an alternati...,..e: 'to an 
elimination of SAM, a temporary suspension of. the SAM mechanism for 
the duration of a base rate fre'eze of not' l'ess than :two'and 
one-half years ,and not more than fo~r and" one":'half"years.:;, The 
comments allege that: . , 

'., ", 

"At the end of the period. wi thin' which SAM, wa$, . 
temporarily suspondod, Water Powar would be . 
free to then petition this commission for a 
permanent removal of the SAM mechanism. In 
this manner, customers in South Lake Tahoe 
would enjoy the benofits of a base. rate freezo:, 
while WaterPower would be, given an opportunity" 
to more fully explore the possibilities for, .... 
achieving. ongoing.operational efficiencies in 
South Lake Tahoe. 

• I!, I , " 

"In adclition, durinq this period, Water . Power , 
will have an opportunity to resolve issues·that· 
may arise concerning the interjurisdictional . 
allocations of , expense and 'rate base occasioned 
by operating9'as. properties in fOUl: diff,erent 
jurisdictions, (Washington/ldaho/Oregon/-· , '., , 
california), insofar as such concerns might 
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states 

affect Water Power's' abil'ity." to' ~'arn::a ,:: .. , :;-,-: .' 
reasonable return' :on~ 'its' i'nve'stment' in' the: ,: < 
State" of California'.'" . ,,~:,':";', ' .<:~; :::;~ 

DRA's comments state: 

"Al though the propc;>sed decis:~or: do~s. not adopt .' '/'1: 
ORA's rccommendatlon for ellmlnatlng the Supply 
Adjustment Mechanism account· (SAM)', and/oRA 
believes that such ,an elimination .could .,. 
properly be accomplished in this proceeding, 
ORA supports the proposed decision· as issued~"" 

DRA also filed a 'rep'lY to' the comm~nts o'f' wWp~ The reply 
th~t: ",:' ", /,., 

''While DRA reaffirms its support for the ' 
proposed decision as issued,' ORA believes' that 
the alternative proposed, in WWP's commonts.., t(), , 
the proposed decision, namely, to suspend the 
Supply Adjustment account (SAM) ,in conj·unction . 
with a base-rate freeze, is.a reasonable 
alternative to eliminate the account. 

~'WP'.S ,comments appropriately address the 
problem that would be encountered with pursuing 
a general rate case filing' in the immediate 
future: there would be little, if any, 
historical data on WWP's operational 
efficiencies in the Tahoe service territory. 
Also, the development and ne9'otiation 0,£ 
jurisdictional allocation factors for costs 
associated with the other' states ·in which the' 
utility operates generally involve a len9thy' 
process which could' easily take up to, two .•.. ", .. 
years. 

:,.J.,,,. 

"ORA' recommends that, in the 'event that'the 
commission decides to" adoptWWP"s' altern'ative 
proposal of suspension of the 'SAM accounti'~that,· 
WWPbe ordered to arrange for negotiations 'with 
the various states in which it operates . to- ' .. , . . 
develop a proposal for the allocation factors 
and to file a general rate ease 'app-licati'on'at 
the start of the last year of the. SAM ' 
suspension period~ This will permit all 
parties to assess WWP's 'operational 
efficiencies and interjuriscUctional' 
allocations at that time. Negotiations. tor' 
jurisdictional allocation factors were ordered ': 
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by the cownission in the merger of Pacific 't:··, .. ·:·c' .... ",., ... " . '. 
J:>ower. and Light . Company and. ITJ.tah .. Power and ';' .. " ,~. 
Light· Company (0. as';'04-'O'62): "..' .. ". ,.'.- ,... " 

, '" t' , • • ' "', ' ',I I I ," I ,'" .' '\, '::;' ',I .~: ,":,~ ; •• '< ", " _ 
"The chart below shows the test year, the time 
of filing a general rate case application, and. 
the nU%Ilber of years' of WWI>'s.operational·d.ata 
that .would be available for review by all 
parties at the time of WWP's tiling for a 
general rate case under various base-ratc­
freeze/SAM suspension per.ioc1s: 

:Basc-ratc-freezc:Tost 'icar:Time of filing:Yrs., of ,operating, data:. 
:pcriod coupled : :a general rate: available at time' of : 
:with a . .:case· - filing : . . :suspension of: : application : 
:~S~AM~ ____________ ~= ________ ~~ __ ' __ "_'_'_'_' __ '_'_' __ ~: _______________________ : 

2-1/2 yrs. 

3-1/2 yrs. 

4-1/2' yrs. 

1994 Jan. 1993 

Jan'_ .1994" 

'Jan; '1995' , 
, • , I 

• .: ...... , . r ,~' I"" 

1. :" . 

2'.' .,. 

':',: ":;':3 " 

" ". 

"ORA. believes that the al tern:ativepropos~'l ,. i.: ": . 
adc1resses the:AIJ"s concerns','regarc1ing.::" , • 
eliminating the SAM ,ina qeneral rate caseanc1 .. 
the above-noted procedural probloms whicn would' 
be presentec1 by the immediate filing of a, " 
general rate case." , ' 

"t' • 

. .,~. 

We believe that the suspension of SAM"' and"abase rate 
freeze of three and' one-quarter 'years is appropriatc'anc1.will 
provide for such a suspension ~ndbase ra~e : freeze', :until January 1, 
1995 in the ensuing order. ' . 

This,deeision,refleets the suspension, of ,SAM and a base 
,¥ • 1\ ". '., 1'_.' .. ' 

rat~ fre~ze of three and" one-quarter years;···· 
Based on the evidence' adduced we are convineed. that the 

- ,- , 

proposed acquisition, basec1 on the amended aqreement'between the 
parties, would not be adver~e.~o the pUblic inte~~st. We.are also 
convinced that the' acquisition be subject' to:the:conc1itions set 
forth in the ensuing orc1er. 
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Fi.ncl.ingS;., of hct' ,; '.' h.,,<:'., ' .. ', 

1. CP National is a'publie ':u.t::i.~i,t~/'·:which"op~erate::(qas 
• .. t \, ,I 1 . _, ~ '" '. 'j •• '.. j. '.1 •• .i ',', It.,' .• }, _i. 

and 
telephone systems in various parts of California, Orogon and 

·.··\· .. :d:~ OJ,,::.> .:~ .. ~.", 
Nevada. ." : ",", ,.. .. 

_~ , , . • .,~ •• ,.r 

2. WWP is' an investor-owned: electric and. natural qas public 
utility servinq a 26,000 sqUare -~m:tle ,'areain Ea-stern"'wa;shinqton and 

. \ I.: "r " • I ' .. J . I O-"'j 

Northern Idaho. '. . ',\ :_i ;-' ;'. '\, ' r" •• , ' ..... ~ ,~~:I 

3. WWP presently provides electric' service to' approximately 
250,000 customers and gas.service to approximately .9.3 ,000 .. cus~omers 
throughout .its' sorvicot\rca.. "," , ., " ':":,'; ',::::~'" " 

4. By this application, 'as amended, CP National seeks 
authority to sell and wwp. seeks authority to aCql.lire the public" 
utility gas operations of CP National located at South LakoTahoe. 

5. Notices concerning the acqUisition application 'and: 'the 
public hearing were sent to CPNational's customers. 

6. A protest to the application, as originally fil,ed,., ,was 
filed by Southwost Gas. Theprote~t ~as withdrawn, with the. iili:ng 
of the amendment to- the application. ,', \' 

, '.' 

7. No- other protests to the .applieationhave been. ... reeeived. 
8. DRArecon'llnends: approval of the ",application"subject to the 

..', • J,. I,,' ',. '.," • 

following conditions: 
a.. not allow any aql.lisition p'remium for ... 

ratcmaking purpos~s, now or ,in the future .. 
, '" 

b. ' permit Washington Wa.terandPower<Company, 

,> 

an c>::emption from l?artieipatinCJ' in the I' '. 

annual Cost of cap1tal proceed1ng'for' the 
term of the :base rate freeze. .. ' 

c. order WashinqtonWater and'power·company:to· 
frcezo its basorato~" for "approximatoly , 
4-1/2 years commencing at the time of. ' 
transfer and continuing through December ' 
1995. 

d. authorize the' termination 'of the Supply" .. ,;.. " 
Adjustment'Mechanism balancing ; account "for ' 
Washington Water and Power Company... ':, 

- 14-
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e. order the amortization ot tho existing,: : t"'-;',', , 

overcollection in the Supply Ad.j ustment -, 
Mechanism balancing account at the time "of:; 
transfer over the base-rate-freeze period .. , ' 

:f!. r('tain ~xistin9 taritt pX'ovisionr:. toX"all " 
other ratemaking, proced.ures;c .. 9'., enorgy" 
rate, Low Income Rate Assistance rate, 
Purchased. Gas Cost balancing account, etc. 

9. ~~ proposos thG tollowing cond.itions: 

a. A base rate freeze at existing levels for 
2-1/2 years, from the anticipated.cl,ose, ot . 
escrow in late June 1991 to December' 3l';' 
1993, 

b. an exemption trom the' Commission"s annual' 
Cost ot capital proceeding for 1992 and' ,-
1993, 

c~ olimination ot, the SAM balancing account, 

d.. amortization of the existing overcollection 
balance in the SAM account over some period. 
acceptable to, the Commission,,' :, 

e. retention of the cuX'rent PUX'chasod'GamCost 
Balancing Account,and 

f. an authorizod weighted average rate base 
equal to CPN's recorded. balance of net, '. 
proPQrty, plant and,oquipm~nt at thQtimo 
of ·transfer .. ' 

" ~ r 'I ~. - ~ ~ ", 

10. Basically the only difference in the proposed conditions 
is the length of ,the base rate tracz,e. 

11.. A suspension of SAM and a base rate freeze until_ , 
. , , • '., ~ .. ! .. ,'. " ' ' 

January ,1,. 1995,. in this instance, is appropriate, in order that wwP-
has an opportunity to resolve issues that many arise concerning 
interjurisdict'ional issues ,and.. to tully explore th~:pos~ibilities 

• • • , , • • • , '~ I '. • 

of ongoing operational efficiencies, at South Lake Tahoe." _." . " . '.' '.,,' 

12. The acquisition of.CP National's public utility ,gas 
, . '. . ~ -. ~ " . , ...}, .. ,' 

operations at South Lake Tahoe by WWP would not be .. adverse :,to, the 
publie interest. 

.. lS -, 
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'"_ ....... , ...... ..: _...... _4" 'Y' cA'"'W ~~ J.\,'."·r.~,;,,'I'I .... ' 

1. The,. application Should.,k>~,::granted as ,se't(,forth in the 
I _ I,' .'.' '.' ,'. ,.... I., ,>,' ,'.' ' •• J.j . 

following order. ,,' ' '., '..; "" 
2. This order should, ,1:>e ,effective on the date, signed 1:>ccausc 

_ I , .' ."',' ," J " • 

the parties are" desirous of consummating,:, the"acquisi tion as soon as 
",d, ',", 

possi1:>le. 

. ":,: . 

.' . 
".,l " • 

. ". 

XT :IS ORDERED' that: ' 
',) , . ' ,- , . . :>. ~ . , ' 

1. Washington Water Power Company may acquire"the pul:>lic 
utility gas operations of CP National" corporation located/at South 

. ' '.,' ,".,( ".'. ' ... " . ',-

Lake Tahoe sul:>ject to the terms of'the aqreement:.attaehed to the 
amendment to the application and the following conditions: 

a. ,No- acquis.ition premiUItl'.shall be allowed, for, 
ratemaking purposes either now or in the 
tuture ; '.' "'. 

'no • 

1:>. All existin9' tariff, provisions presently 
set forth in CP National's tariffs shall 
remain in full force and, effect until ,,' , 
authorized to be changed'by the Commission. 

c. Within 90 days after ,transfer, Washington 
Water Power company shall file revised" 
forms by advice. letter to replacetheforxns 
contained in CP National's tariffs and: used 
in dealings with ratepay~rs, in accordanco 
with General Order Series 96. 

2. The corporate identification nwnber assigned to.: , 
Washington Water Power company is U";:907G'whiohshouJ:'d~:be 'included 
in the' caption of all or£g'inal filings with this 'comm{ssion,and ,in 
the ti tlesof other pleadings filed' in 'existing-oases:.-":" <:." 

3. When the authorized transfer is complete and'the ' 
conditions of this order are fulfilled' cP National'~Corporatiori'" 
shall 1:>0 relieved of its public utility obl'igations for'the .', 
transferred 'system. 

, .... ,-.. ....... ," 
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4. Within 90 days after transfer, :buyer shall file with the 
Commission, in the prescribed form, an annual report on seller's 
operations from the 1st day of the current year through the 
effective date of the transfer. 

s. WWP shall file a general rate case application on or 
about January 1, 1994 utilizing a 1995 test year. 

This order is effective today. 
Dated september 25, 1991, at San Francisco, California. 

I abstain. 

lsI G. Mitchell Wilk 
Commissioner 
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PATRICIA M. ECKERT 
president 

JOHN B. OHANIAN 
DANIEL Wm. FESSLER 
NORMAN D. SHUMWAY 

Commissioners 


