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' BEFORE THE PUBLIC UTILITIES. COM§SI9N oF. mz s:r:m:z OF ,CALIPORNTA

. -J:n the Mattex ‘of the-Application.of i . mlil 7

PACIPIC POW'ER & LIGH'L‘ COMPANY

3

for an order (1) author;zmng Applmcant s .
assumption of ‘liability for the performance
~ of Black Hills Power ‘and Light Company's .. .
obligations and liabilities under the Basic’
Agreements 'in ‘the event of ‘a Black Bills
default; (2) authorizing Applicant to .
assume the obligations of the Qwner Trustee
under +the Bonds and the Indenture following
a Special Termination Event: (3) -authorizing -
Applicant to issue lndebtedness having a
maturity of 180 days or less, to the Qwner
Trustee following a Special Termination .
Event: (4) disclaiming jurisdiction over the
Owner Trustee, the Indenture Trustee, the ‘
‘Qwner Participants and the holders of Bonds
issued under the Indenture: (5) authorizing
the proposed transactions contemplated by
the sale, leaseback and: repurchase of the & -
- Wyodak Pro;ect- ané  (6) reaffirming ..
" Applicant's exemption from gertain” prov;smons
of the Public Utilities Code of California.: .

Applrication No. 57946
. (Filed Maxch 24, 1978)
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Pac1f*c Power & Light Company: . G&ppl:cant) requests
authority to enter into the transactions contemplated‘bymcertazn
- agreements to be:executed 'in commection with ‘the.. ieveraged'lease
- of the-Wyodak Project (sometimes referxed to-hexein: as theu*tx,
Facility), a 330 megawatt ‘coal-fired, a;r-cooled electrmc_generatxng
faczlzty to-be Located om-a site five miles. east of Gillette, Wyoming.
| Appl:x.cant 15 a corporat:.onorgam.zed on J‘une 16, 1910 under
the laws. of the State. of Malne. It ;s engaged 1n bus;ne ss prznc&pally
as an clectrzc utzl;:y zn the states of Calzfornxa Idaho, Montana,
Qregon, washzngton and Wy0m1ng. In ééd!gion,,the utallty supplzes
' water and steam heat -sexrvices in- ccmmt:.es “outside’ of Cal:.forn:.a.

o S i e S et A e A i, 18 b & e i e ety .




A.57946 hn

. r-\ n ,-",". f_(\

. N B P

- .
v . L

' - i
"\ " ; " _\ 8 V '
T ..h_us, \..JWA -

'I'he corporat:.on reports, "oz' the yeax ended December 32.
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19977 total” ope:,’at:.ng “revenues of $367,468, 709, "and net -income of

$88,574.897. Its California loperations: prov:.ded 4*7%-of the total ’
operating revenues generated in. 197‘7‘. B T ‘
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Appl:.cant t"_1:»e«:::x.f.:z.caJ.ZLy requests author:.ty (l) to 2assume
_.cextain obl:.gat:.ons of, Blac?g H:.lls Power ‘and I,:.ght cOmPanY (B.'Lack‘
"-HIIIS) in the event o*‘ a BIaek H:.I.Is Default,l/ (2) to assume the
obligations of The wyorm...ng Nat:.onal Bank of Casper . (the 0wne::
Trustee) undex the Bonds and Indenture followmg 2 "’Speca.al
Termination Event", and (3) t.o :.ssue ev:.dences of ..nde‘btedncs; ‘
having a2 maturity of 180 cIays or: vless o the 0wner 'rrustee followmg :
a Special 'rerm:.natzon Bvent COmm:.ss:.on authorn.ty for the
assumption of such obl:.gatn.ons ~a.s requ:.red under Sect:x.on B0 of the
Public Utilities Code and cOm:.ss:.on author;ty for the ssuiance ﬁof
such indepbtedness is: requz.red under Sect..on 823 (c:) uof ...he Publn.c
Utilities Code. Although Appl:z.ca.nt :.s pz:esently excmpt ﬁrom these '
sections, Dby Commz.ss:x.on Decision: ’\Io- 84286 aated Ap:gj{ ..l’ l9'75
in Applications Nos. 55569 a'zd 555'70 'both f*":l.ed on Marciz
it has recguested expin.c:.t Co:mn...ssxon author:z."y, A tb.z.s pr:oceedn.ng,
because of the s:Lze-'-of-~-~tne-'transact:.orr~and Atge :meortancew A Qe
Applicarnt:.: Applicant has also requested the Commission to disclaim
Jurisdiction with respect | toithie- “Owmer Trustee, the Indenture
Trustee, the Owzexr. ?art:.c:.pant& and- holders-of rthe Bonds :.ssucd
under the Indem:urem IO I e o d e ".Z‘:»,;‘ T R AR ‘.in.Z‘ ‘~='.‘f”,‘;':'.C);fff,.‘:f,ti. ‘
-Section’ 829 .of ;the ~Stocks rand: Secur:.ty ‘Transactions: port:x.on
(Art:.cle S, Chapter 4, Partil; Division.l) ‘of the Caln:ﬁoma.a Pu:ol:.c
Sl Ueklities Code xeads, in part, . as £ollowszic. v LT 4 vrnaoaunut

.. o » .The commission nay from time +o time: oyl
oxdexr .or .rule, . 2nd .subject to such temms and
' conditions as may be prefcr..bed therein,’ exempt
any public ut:.l:.ty “or class-of ‘public ut:.l:.ty
. .from the provisions.of this article if it £1nds
‘that the app.;.:.cat:.on thereof to such’ publ:.c
- uatility or class of .pudlic wtility Lsnot uliw (ot wl
. necessary . in the . publ:.c interest."” . .. Lo o

IR . [Re N

1/ All capitalized terms are defined in this opinion or by reference
to the application or exhibits attached thereto.
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Sect:.on 853 contan.ns sm:x.la.r language cmpower;mg th:.s
cOmm:s.ss:.on to- exempt. Appl:.cant from- c.he mortgagmg o othemse
encunbering. provisions of . Section-85L,. which sections are:included

.0 Artxcle 6, -Chapter. 4, Part -1, Division 1. of.the: Cal:x.:!;'o:z:m.a Publ:.é
U’tz_htles COGe_::.. T T R L S S P .'4..._,,.7./»«.“,_.,.« R e

Lo OnoMay 26, - 1976 Applxcant and Black Hills: entez:ed :;.nto
an -interim construction financing azrangement of the ,wyodak_;,‘Pro:Jevct.
As part of the ~interim financing .arrangment, Black Eills -angd.o |
Applicant conveyed their interest in the ;Wyodak?:;m:,oject to Wyodak
Construction Company, Inc..(Construction Company). - wholly owned
subsidiary of BEDCO. leasing Company, Inc..(BEDCO) which.in .turn is
a wholly owned. subs:.d:.azy of Blyth Eastman D:Lllon & CO. Incorporated
(Blyth) . Comstruction Company, Black Hills. and :Applicant .entered
in;to a.loan agreement .with fifteen banks which . -panks agreed to -
loan to Construction Company up to $215,000, OOO L0, f:.nance construction
of. the Wyodak Project. To:induce the banks to enter Anto the. loan
agreement, Applicant and Black H.':.lls agreed to- _puz:chase an
undivided -90% and - 10% interest, respectively, in.the. wyodak P::ogect
upon - completion of construction but .prior.to -operation .of, Jthe . -
Facility. . At the time of.theixr entering into-the. 'inté:::.m fiman.cing‘
arrangement, Applicant -and Black EHills anticipated .a. .sale and.;
leaseback of the Facility in a leveraged lease transaction in: "3....eu
- 0% Applicant’'s and Black Hills'". puxchase of .the.- Wyodak -Broject: from
Construction Company. - {(By .a letter to the Commission dated April 6,
1976, Applzcant described . the interim financing arrangement,:.and |
Applicant requested confirmation that the Commission would. clam
no-jurisdiction with respect to the:transactions:described in the
. letter. . By -letter dated Apxril 16, .1976,. Commission Pile No. 004~ |
3-13 the Executive Director -of the Commission advised Applicant.
that zt was the op:.n:.on of the staf£ of Ehe I.egal Division of. the
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Commission that the Commission had no jurisdiction under the '_"
provisions of Section 851"0f the Public Utilities’Code to approve
or .disapprove the ‘saXe:of ‘Wyodak Projectito: COnstruct:.on Company
‘and “that:the ‘Commission-had ‘no jurisdiction<pursuantitoithe .

. provisions of Sections ‘818 and 830-of 'said Code to treat- Pac;f:.c s

agreement to repurchase wWyodak Pro:ect as.a secmty" oS = an
"evidence of .Tndebtednessy” “Int this letter the" Staff noted that
" on“April-d, 1975 by ‘Decision No. - 84286, “the' (:omuss:x.on *exemptcd
Pacific ‘from the application  of, among- ot'.her th:mgs, Sect:.ons 818
- and’ 830 of the ‘Public” U‘t::.lz.t:.es Codel)- T hpavmot das
Dt ‘“Applicant and B.'I.ack "Hills propose ‘toenter: :.nto AT
"1everaged- : lease“—z-/ transaction “in ‘which ~-they‘~would' ‘-cau‘sc'--"‘

. "Construction Company to sell the- E‘ac:.l:.ty £o-a “trast created for

‘+he beneficial interest -of ‘four major ‘finaneial institutions;y -
namely, ‘Manufacturers  Hamover Leasing -mrnorat::.on, the'“Prudential

- Insurance Company -of ‘America, “The -Travelers ‘Insirance” Compa:;y ‘and

- MexrTill LynieX ‘Leasing, Inc.l’ (Owner Participants). ‘' The Owner ¢ .

Trustee will hold legal title -to the ‘Facility “3nd Ilease ‘the Facility

- to ‘Applicant ‘and Black Hills“(collectively 'referred to'as-Lessees) -

Approximately 26%°of the -funds for 'tlze ‘adquisition -of £heé: Pac:.*::.ty

T willi et provided by ‘the Owner' Part:.c:x.panus, ~and" approx:.matelv 70% of
the funds will ‘be- prov:.ded ‘by ‘eighteen "insurance. "compam.as (Lt

{Loan Parxticipants). - It is anticipated that’ the” remaa.n‘:.ng 4% of

- -the funds, approximately $10:4 million, w:.l:l. be ...uppI:.ecI purskant
to ‘the Pollution Control Equipment Fipnance Ag-emnent "By Campbell

-County,- Wyom..ng (County} th::oug‘x the‘ sale ‘of 'oollut:.on rc:c>r>.1:.::<:?.l. -
bonds- e el nimeeD ur nashs noliranmitoems Bosmen j_“*' i ety ;u:-...-;_“'.:.'i.

Adiagram -attached ito the: Appllcat:.on as’ '«Exhlblt WC=Xi

- .indicates ‘the sflow of ‘funds . /from theinvestors  tothe Owner* ‘Trustee

who.WilI maker--t.h'e- fuzid‘s ‘available ‘to’ ﬁe..—-sees and ~COnstruct:.on“’

- - . . »
.- - L e B T, . . U A VAR
e T Y e e P O SN AL S N.'-Y..‘ T e e e U. g N A

2/ One of the characteristics of a leveraged lease is that thexe are I
three parties involved, a lessee, a lessor, and 2 long-*‘erm cred:.tor-_
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Company to retire the. interim borrowings and for reimbursement of‘
other expenses incurred in coastructing, selling and leasing the
Facility. Remaining funds will be placed in an escrow fund A
(Completion Fund) until ultimately disbursed to suppliers of
materials and services in eeegegeren with the construction and
lecasing of the Faczlxty or returned to the Owner Part;crpants and
the lendexrs. Another dragram, attached to the Application as
Exhibit C-2, shows znceéésté”;;”éﬂé Fac;lxty prior to and after
the transaction closes. These diagrams are of assistance in .
understanding the proposed complex transaction and are therxefore
reproduced -on *the following-pages.
.:Prior to or concurrently with. the. -acquisition: of the

Fac;lzty by the- ownex Trustee, certa;n rights of Appl;eant and
Black Hills under the’ Coal Sueply-Agreement, and the Securzty
Agreement and Real Estate Mortgage (relat;ng to the supply of
coal to the Facility) will be conveyed or ass;gned’by ‘the Lessces
to ;he ‘Owner Trustee pursuwant to the Support Agreements Ass;gnment.
Prior to or concurrently with the acquisition of the Facmlzty by the
Owner Trustece, the Ownex: mrusteew Black Hills, and Applzcant will
enter into 2 Power.. Interconneetlonﬁngreemenr, and a water Rrghts
Agreement relatmng to the sueply of water to-and power transfer
- pac;ty from the Facility. "7 ’“*?“?J“JXTH“

Mo e e

i i D the Lease will-have a. primary term.of’25.years. Lessecs
may renew the Lease for an additional S or 10 year term aﬁd‘at'the
exp;ratmon’of any renewal term, may renew the Lease for addztronal-
five-vear periods. The Lease does not provide for a rmght to
renew for more than 20 years after the expiration of the initial
term. Lessees have limited options to purchase the Fac;lrty at
not less than the Facility's then fair market sale value.
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The basic rent for the primary term wnder the Lease is
payable in arrears in 50 consecutive semiannual z.ns ..a.llme::ts and

is equal to specified pexcentages of the various cost componcnts

of the P::03ec.. {(land, plant, structures and the COmplet:.on Pund) . 
The basic rent during cach renewal term will be the fa:.r market
rental value of the | Fac..l:x.tv as of the f:.rst day of thc renewal term.
The average semﬁ.annual leafe 'rate o bc oa:.d by the Lessees during
the primary temm stated as a percentage of the cost of the Faca..u..ty
:x..-, e:rnected to bc approximately 3.9% and is 2 funct:.on of the cost
of“ the money advanced oy all of the lenc’.crs as we«ll as: the aftcr-_ ’

N S T S AAHe

t.a:c y:.eld and ca.sn ‘lcw ant:.ca.pa ed by"the 0wner Part:.c:.pa.nus after

tak:..ng int6 Aecount. \ﬂac income” tasc “benef:nts they expec{: to dera.ve

£rom ownersh..p of the" ‘Facility. , .
LuooTLow dur...ng the Lease term any Qwnexr Part:.c:@am:"or “t::hc*

Ownc*' Trustce becomcs sabject to ‘gove:mer.t *'egula.t:.on as-‘
wtility. or.aspublic utilfiy Holding company or is dcemed™€o’ bara

utility or 2 public ut:.l:Lty hold:z.ng company by reason of its .

shall have occurred and the Le.,secs may be reo'u:.red “to purchaee~

s

the Facility. at- the greater.of its faix markct sale’ value or :....s

then scheduled Stzpua.atzé" Eo?g %lue {as dc‘:.ned in the :c.ease)

Payment of the’ purchafc p*':.ce"nust be made not later than 180 days
£ollowing the Facility Purchase Date (au defz.ned in the Pa*t:.c:.pat:x.on
Agreement) . The Participation Agreement and the Lease pexmit
Applicant alone to acquire the Facility and to assume t.he obl:xgat:.ons
of the Owner Trustee under the Sonds and the Indenture puxsuant to |
a Bond and Indenture Assmpt:.on Agrement (Bond Assumpt:.on Agrcement) .
In the event of such assumption, *He cash purchase’ pr:.ce w:z.ll be

reduced by an amount equa.;. to the obl:.gat:.ons so assumed.
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To avo;d paylng the entire purchase prxce of the Facxlzty
following a Speczal Term;nat:on Date zmmedmately on the" Fac;l;ty
Purchase Date, Applzcant may 1ssue cv:dences Of- lndebtedness to
pay 0 the’ 0wner Trustee on or before 180 days after the’ Pacxlmty
Purchase Date the balance of such’ purchase price plus interest at
a rate yet to be negotzated on the unpaid portlon. If sueh ™"’
indebtédness  is not incurred, Appllcant'would e requzred to pay
" in cash immediately’ follow:ng the Spec;al Termznatlon pate” that
”portzon of the’ purchasc przce ‘not sat;sfzed by lts assumpt;on of
the- Bonds issued by the Owner Trustce.~ . B
- \ Pursuant to-the Partxczpat;on Agrecment; Lessees 'shall
pay to each Original Ownér Part;czpant a standby” fee for-the “°
period from February 10; 1977 to and including either the Closxng
Date or the date of te:m;nat;on or March 15, 1979, computed ‘at “the
rateof 1/2 of" I% per annum on the amount of Orlg;nal Cormitment.
Lessees-shall also-pay to-each. Loan Partlcxpant a: standby fee
from July X, 1978 to and lncludxng either the- closxng Date or the
date of tcrmlnatzon or March 15, 1979 computed at the xate of
1/2 of l% per annum‘on the mascimun amount of each Loan Partmcxpant'
cor:xm:.'t:nent.‘,_“‘ A S v

i Appl:.cant and B.’..ack Hills will also pay to Blyth a
placement fee of 3/8 of - I% on the £irst: $50 mzllmon of commxtments.
11/32 of 1% on the next sso m;llzon and l/l of I% on “the amount of
commltments exceedcng $100 mlllzon,r 2o a max;mum fee of up to
$798 250 on comm;tments aggregat:x.ng up o $27S 550 000

- Appl;cant aIIeges that ;he proPosed executzon and delivery
of - Basxc Agreements, the: assumpt;on o"Black H;lls obl;gat;ons
in “the event: of a Black Ellls Default, the” assumptxon of the
dblxgatzons of the Owner Trustee under the Bonds‘and*the Indenture
pursuant to the Bond Assumption Agreement, and the zssuancelof its
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ev:.dence of mdebtedness Havz.ng a matu:.ty of 1.80 days or, less-
follw:x.ng a, Spec:.al Termination. Event, are. neccssa:cy to afﬁord
~.Applicant. thc ocne..:.ts derz.veé from lcas:.ng the'Fac:.l:.ty and. .

obta.m:z.ng the ...ovwest cost of ‘:x.nanc:z.ng avz'.}:...able from outs:.de
SOUWXCes. | e o s .

o - B o e ',.1, S e i ey
- st P 2. SR N i Q7 PERS

_ The 0peratz.ons Dz.v:x.s:.on anc’. thc Finance, D:.v:x.s:.on ~of.the
CO-zm:.ssmn have rev:.ewed Appl_cant' ..equest 2nd. have no ob;ect:.on
o :.ts execut :.on and del:.ve::y of. the Bas:.c Ag*eements.f The .staff,
however, reserves the right, to zeview, ‘urthe: <2ll aspects.of, thc ‘
Wyodak Project.in. measur:mg the ::casonableness of. charges allocable |
to Calif om:x.a .consumers in. any hutu::c rate proceed:.ng.

[

“+
\ " "

The. Conmission, has considered th:.s matter and. f:.ndc-. .

SRR
e o ol e et

- The exccut,.o:; and dclz.very oﬁ ﬁthc Bas:.c Ag*eements .
"' an@ Applicdnt's ‘performance of ‘the ‘transactions ~

.meontemplated: t:hereby woul‘d not beadverse- touthe‘-‘-‘;i?' e
- public-intexest. . . . - ’

Commission. approval is- requ:.zed_t.nde:: Sectz.cn e
823(c) of the Public Utilitics Code. in order to
‘issuetevidences of indebtedness having: a -ma:turn.ty

of 180 days or less to finance the purchase.of, . . )
the Facility pursuant to the Lea.sc and Part:.cn.patn.on
‘Agreement.- - . . e D LR S

" ‘Commission mapproval is requ..red under Section: 83@’. el
-0 the Public Utilities Code.in order to assume, ... -
‘pursuant to 'the Bond Assumpiion Agreement, liability”
€or. the “obli gations of. the Owner Trustee under the e

. Bonds -and-the Indenture. .. . PIT.

Applicant, .,hould be exempted ‘rom all prov:z.s:.on of
CAxticle 5 and the’ mortgc.g_.ng or’ otherw:.se encx:mbcrmg
..provisions ofliArticle.6 . Chaptexr 4,: Part Ly Division ,l

of the Cal;form.a Publ...c Ut:z.l;tn.es -Code pursuant, £O

84286 dated Aprn.l pie
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: or.the basis. .of: the 2above Lindings,” the Commission

concludes that: the Application” shoulé be granted. “There: ds no .
known opposition . to the.Application and. thercris mo xrecason' not
£o grant the authority requested..: Furthermore;. we conclude’ | "
there it no reason not to disclaim: jurisdiction over ‘these parties
to the  transactions which are not publiciutilities 2nd, we find:io
- that: such disclaimer. is necessary to: facilitate’ the’ proposed’ ‘
lease transaction. A public hearing is not necessary. In ordexr'.
that the flnanczng may: be. completed in.an expeditious:manner,

the e.chtxve date of this: order will.be.the: cate:hercosf.
QRDER

. el

;"ﬁ.\\__,,,v S ID TS -ORDERED that: |
ISR B Paczfzc power & Lxght Company may assume, pursuant o
the~Assumpt;on\Agreemen:n ﬁhc obligations of Black Hills iz the

cvent of a Bladk Bills Default.

"4m>~“~2 ~Pacific Power~&~Lxgh“ company may assume, pursuan*‘td

the Bond Assunption Agreemcnt, liability for the oblxgatzon- of

s

‘the Owner Trustéc under the Boads and the Indenture. -

_ “Mhs,m Pacific Power & Light Companv may, under Section 823 )
of the Public Utilities Code, issue evidences of mndcbtedncso
having a maturity of 180 days or less to finance purchase o‘wt“e
Facility pursuant to the Lease and Pax txc;patlou Agreemcnt-

Vrv-

--Pac1f1q Powcr &“L_gh* Company may execute and de¢1vcr

.l rr TavoT

v
nepeme W0 L PRt IR

~“ He “pasis’ Agreements«and perform the transactions contemnlatcd

i DAy memmnnn

thereby.

5. The Commission disclaims jurisdiction over the Owner
Trustee, the Owner Parxticipants, the holders of Boads issued under
the Indenturc, and. tne Iﬂacnture Trustec in connection with their

:L'partlczpatzon ;n the tranuact;ons contemplated by the Baszc
o Agredhents.
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6. Except to the extent -the Commission:has exercised
jurisdiction over the Application and the transactions’ coatemplated
by the Basic Agreements, Pacific Power & Light Company.isiand o
shall be exempted. £rom all provisions of Article: 5 and:the -
mortgaging or -otherwise cncumbering provisions: of Article 6,
Chapter 4, Part L, Division l:of the California: Public: Utilities::
COde pursuant to:the Com..:....s:.on s.Decision No. 84286 dated Apml L.

. Dated: a*'. San Francisco, Cal:.fom:.a,.
of April, 1978.

IR PRV N

Cmas:.oner S

MR

.. Cam:!.,.,-ozerl{ic.ard D. Gi*imlle beiﬁg
Decessarily gbsent, .a1a Jot, part..cipa,te

L day theJdtspo.Itxonxcr this proceeding. o
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