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JUDGE CAILLE: Let's go on the
record. This is Docket Nunber UE-001878, and it's
encaptioned In the Matter of the Joint Application of
Paci fi Corp and Pacifi Corp Washi ngton, I ncorporated.
This matter concerns the restructuring of Pacifi Corp
into six separate state electric conpanies, a
generation conpany, and a service conpany. The purpose
of this prehearing conferenceis to set a procedura
schedul e and consi der any other procedural matters. M
nane is Karen Caille, and I amthe presiding
Admi nistrative Law Judge in this proceeding. Today is
Oct ober the 30th, 2001, and we are convened in a
hearing room at the Commi ssion' soffices in O ynpia,
Washi ngton. Let's begin with appearances, and |'|
ask the conmpany to go first. And | believe | have
all the vital information from everyone who's here
today, so if you'll just state your name and whom
you represent, that will be sufficient.

MR. VAN NOSTRAND: On behal f of Applicants
Paci fi Corp and Pacifi Corp Washi ngton, Inc., James M
Van Nostrand.

MR. CEDARBAUM  For Conmi ssion Staff,

Robert Cedar baum

MR. CROWELL: Robert Cromwell, on behal f

of Public Counsel



JUDGE CAILLE: M. Sanger

MR. SANGER: Irion Sanger, on behalf of the
I ndustrial Customers of Northwest Utilities.

JUDGE CAILLE: M. Eberdt.

MR. EBERDT: Charles Eberdt, on behal f of
Yakima O C and the Energy Project.

JUDGE CAI LLE: Thank you. Let the record
reflect there are no other appearances. As | stated
before going on the record this norning, the purpose
of this prehearing conference is to set a procedura
schedule. [|'maware that the parties have tried to
wor k out a schedul e and have not been successful

| have received a letter from M. Van
Nostrand, which has set out procedural schedul es for
Utah and Oregon, and | would note for the record that
hearings in those matters are set for May 2002.
think probably the first thing I should ask is

whet her we need to have this conference -- this
di scussion on the record?
MR. CEDARBAUM I think it nmakes sense to

do this, because we usually go off the record --
JUDGE CAILLE: And agree.
MR, CEDARBAUM -- and have to go back and
have to go back and repeat it anyways.
JUDGE CAILLE: Okay, all right. Now, |



understand that Staff has a proposal. Do you want to
-- M. Cedarbaum

MR, CEDARBAUM If you'd like ne to, | can.
We al so received the docunments that M. Van Nostrand
submtted to you by letter dated October 26th, which
i ncluded the Oregon, Utah, and Wom ng schedul es.
The Womni ng hearings are set toward the mddle --

toward the end of Septenber 2002. | believe that
shoul d have been in his letter

JUDGE CAILLE: Onh, you know, | just -- it
shoul d be 2002. | was thinking this was 2001, and

t hought that maybe they were finished.

MR. VAN NOSTRAND: No, they should all be
2002 on page two.

JUDGE CAI LLE: Should be 2002, okay.

MR, CEDARBAUM But in any event, the Staff
proposed schedul e woul d have hearings on al
testi mony before the Comnr ssioners in the
m d- November of 2002 tine frame, with the hearings
bei ng compl eted by Thanksgi ving, and | honestly don't
have a calendar in front of me to know what those
dates are, but the goal was to be done before the
Thanksgi vi ng weekend and - -

JUDGE CAILLE: | can tell you that the
NARUC neetings for 2002 are Novenber 10th through the



13th, so the week of the 18th -- Thanksgiving is the
28t h next year.

MR, CEDARBAUM So let's say the week of
the 18th, so that the hearings are conpleted before
Thanksgi ving the foll owing week. Then we woul d back
up fromthat point in time to have the conpany's
rebuttal testinony filed a nonth prior to that,

m d- Cct ober, and the Staff, Public Counsel, and
Intervenor testinonies filed a nmonth before that in

m d- Septenber. Again, | didn't have specific dates
for that, but if it's the 18th of each nonth, without
it being a Monday -- that's usually a horrible day to
file something -- that would be fine.

JUDGE CAILLE: Yeah, October 18th is a
Friday. Septenber 18th is a Wednesday.

MR. CEDARBAUM So | think those would be
fine with Staff. So that was our contenpl ated
schedule. And the justification for that schedule is
really threefold. The first is that the conmpany's
primary jurisdictions in which it operates are Ut ah
and Oregon, and it seens to nmake sense to Staff that
we should await Commi ssion orders fromthose states
before Staff and Intervenors and Public Counsel file
their testinony. Because the Conmmissions in those
states issue orders that require or give the option



to the company to amend its application in sone
respects, it would be helpful for us to be filing
testi nony on an anended application, rather than the
exi sting application.

Even if there weren't anendnents to the
application pronpted by those orders, it still nakes
sense to know what those states think about the
application and the restructuring proposal, again,
given the size of the conpany's service territory
that's |l ocated in Uah and Oregon

The second and third reasons are really
interrelated, and they are the -- there is no
statutory tinme frane or tinme clock on which the
conpany's application on this docket needs to be
heard, but there will be statutory tinme clocks on
ot her cases the Comnmission is anticipating being
filed by the end of this year, mainly a general rate
case filed by Puget Sound Energy and a general rate
case filed by Avista Uilities.

There is al so pending before the Conm ssion
a conplaint by Public Counsel versus Puget Sound
Energy. That is a pending conplaint which,
apol ogi ze, | don't have the docket nunber for

It's also ny understandi ng that Northwest
Nat ural Gas Conpany will be filing an application



before the Conmission with respect to its acquisition
of Portland CGeneral Electric. That won't have a
statutory tinme frame, but it's another bucket of
wor kl oad that will cone before the Conmi ssion

So given -- just to summarize, given the
estimte that we have, that we believe we would
probably see orders from Uah and Oregon sonmewhere in
the early August tinme frame based on the schedul es
that M. Van Nostrand distributed -- and that is an
estimate, | nmean, we're doing the best we can on
that, and given that there will be cases before the
Commi ssion that have statutory tinme frames in which
they nmust be conpleted while this one does not, but
that we can have a Commi ssion order, based on our
proposed schedul e, sonetime around the beginning of
2002, which isn't too far off fromthe targeted date
for sone of the other jurisdictions for Pacifi Corp
i ncluding Woni ng, which M. Van Nostrand's order
i ndicates a decision is targeted for the end of this
year.

It didn't seemlike our schedul e was that
far off fromthe other states, so it was kind of a
bal ance of all those factors.

JUDGE CAILLE: Just for clarification
pur poses, the Woni ng Comr ssion decision is targeted
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for the end of 2002, or is it --

MR. CEDARBAUM Right, I'msorry. | neant
to say 2002.

JUDGE CAILLE: Yes.

MR, CEDARBAUM That's on page two of M.
Van Nostrand's letter.

JUDGE CAILLE: Right. So everything on
that page of the letter should read 20027

MR. VAN NOSTRAND:. VYes.

MR. CEDARBAUM  And | guess, just to
conpl ete ny thoughts, with the hearings that we're
proposing in the, you know, pre-Thanksgiving week, we
woul d be looking to file briefs before Christms, and
then a Conmi ssion order would issue whenever it
i ssues, which | assume would be sonetime in the
February 2003 tinme frame, which, again, you know, is
reasonably close to the end of 2002.

JUDGE CAILLE: Okay. M. Van Nostrand,
woul d you like to weigh in, or M. Crommel | ?

MR. CROWELL: Your Honor, the only thing I
woul d have to add is that | support this schedul e as
being reflective of the internal discussions we've
had regarding the cases that are going to be com ng
before the Conmi ssion next year.

Qur general thought was that the rate cases



are likely to be at briefing stage in August next
year. And obviously, we haven't had prehearing
conferences in any of these cases, since they haven't
been filed, but | know there will be one set for the
conplaint case if it hasn't already been set. That's
also likely to be in that sane tinme frane.

So | think just in terns of resource
allocation it makes sense, given that there is no
statutory clock on this case, to push it out, rather
than try and -- | guess it would be quadruple and
qui ntupl e stack dockets.

JUDGE CAILLE: M. Sanger and M. Eberdt,
do you have any comments on this proposal ?

MR, SANGER: This is M. Sanger. W would
support this proposal

MR. EBERDT: Likew se. M. Eberdt
speaki ng.

JUDGE CAILLE: Okay. M. Van Nostrand,

t hat | eaves you.

MR. VAN NOSTRAND: Well, | guess it's --
this is why | have not been able to reach agreenent
on a schedule. W find ourselves having to schedul e
around cases that haven't even been filed yet. It's
specul ation that there's going to be these cases
filed, and yet we find ourselves taking place in line



behi nd t hem

This application was originally filed in
Decenber of 2000, al nost el even nonths ago. The
testi mony was conpleted June 30th of this year, over
four nmonths ago. The schedul e under which M.
Cedar baum woul d have this proceed, with the
Conmmi ssi on order sometinme in February 2003, would be
26 nonths after this application was filed and 19
nmont hs after the conpany's testinony was conpl eted

And with all due respect to the workl oad,
understand it's considerable. These are
extraordinary times in the power industry in the
West, but this is not being processed with any sort
of speed or due attention at all

And | don't think it's fair for this
conpany -- the reason for this filing being nmade is
that this conpany is not recovering its costs under
the current interjurisdictional allocation process.
It's a serious problemfor this conpany. W have
rate cases in six jurisdictions, and when you add up
all the totals, they don't total a hundred percent.
It's an underrecovery across the conpany's system
This case is filed to address that. | don't think
it's reasonable to expect this conpany to have to
stand in line behind other utilities that are



suffering the sane sort of underrecovery problems and
to have this case processed on a 26-nonth schedul e.

We have a situation where Staff is
proposi ng not to even begin working on this filing
until August of next year, after commissions in two
ot her states have ruled, and our case will have sat
here for over a year at that point before Staff even
commences to undertake to evaluate it because they're
going to | ook and see what two other comm ssions do
first.

I think the conpany has a right to expect
more fromthis jurisdiction, and this schedule is not
acceptable to the conpany.

JUDGE CAI LLE: Okay.

MR, CEDARBAUM  Your Honor, can | respond
to some of those comrents?

JUDGE CAILLE: Yes.

MR. CEDARBAUM First of all, to inply that
Staff would not be -- would be sitting on its hands
until sonmetime next August and not working on this
case just is not correct. Staff has already put out
di scovery requests in this case, we're anal yzing
that, we'll continue to do that, as well. The
analysis will not wait until those orders conme out
fromUah and Oregon. We will just be able to



fine-tune and conplete our anal ysis based on what
t hose orders include.

Secondly, with respect to whether or not
rate cases to be filed with this Comm ssion are
specul ative, that's just not true, as well. The
Avista filing is required to be filed based on the
Conmi ssion order in Avista's energency rate
proceedi ng, and Puget Sound Energy has been very
public that it expects to file a rate case in
Novenber, by the end of this year. So that's not
specul ation; that's a real workload crunch that wll
have statutory tinme frame that this Commr ssion cannot
wai ve.

And then, with respect to whether or not
we' re sonehow treating this conpany unfairly because
we are not processing the case faster than other
states, in Uah, all that is com ng out of that order
that we expect sonmetime in August is an order on
phase one in Utah. There is still a phase two
proceedi ng, which, as | understand, has not even been
defined yet, but it would include everything that's
not resolved in phase one.

So the order that cones out with respect to
Utah is not the end of the case in that state. The
order that comes out in Woming isn't expected til



the end of 2002, under basically the sane tinme frane
and sanme length of time that this Comm ssion wll
have the case before it, and likewi se with O egon

The application was filed in all of these
states generally in the same tine frane, and it wll
take generally the sane tine frame for all these
states to resolve the application.

It just nakes sense to have the Oregon and
Ut ah orders issued so that this Conmi ssion can be
responding to an application that is up to date and
that takes into account whatever those two primary
jurisdictions may have to say about the application

It's not a matter of being -- having this
Conmi ssion, its decision resolved by those two cases,
but it's certainly inmportant to know what those two
cases result in.

So again, we think, taking into account al
of the factors that are inportant to the Conm ssion
in this case and this case in other states and cases
that will cone before the Comm ssion during the next
year, the schedul e that has hearings in the Novenber
time frame nmakes the nobst sense from everybody's
perspective and is not unfair to the conpany.

MR, CROWELL: If | may --

JUDGE CAILLE: M. Crommell



MR. CROWELL: -- el aborate on M.
Cedar baum s coments. After its last general rate
case, this conpany entered into a settl enment
agreenent that established a rate of return and
increases in rates that were agreed to by all the
parti es and approved by this Conmi ssion. M. Van
Nostrand's rai sed the question of the conpany's
returns.

| don't understand the conpany to be saying
that it's seeking here to vitiate the settlenent
agreement it entered into in Washington. | think, to
put it bluntly, the conpany's in a rock and a hard
pl ace situation vis-a-vis Utah and Oregon, and
they've crafted a proposal that all the states that
they operate in need to address if those states agree
that the conpany's proposal in this docket is the
right way to resolve those conflicts.

| think it's fair to utilize the time we
have avail able, and particularly the time the
Conmi ssi oners have available in the next year in the
nmost -- | suppose the principle is judicial econony,
but the npbst econom c use of the tinme available for
both the Conmmi ssion and the parties recognizing, as
has been stated, that there's a significant amunt of
work that's going to be coming down the line in the



00041

com ng year that everyone will need to address.
JUDGE CAILLE: Okay. Anything further?
MR SANGER: M. Sanger. |1'd like to issue

ny support for the statements nmade by M. Cedar baum
and M. Cromwel I .

I would Iike to add that Oregon is al so
addressing only phase one issues, and the order
that's expected out sonmetinme in August will only
address phase one issues and there's going to be an
addi ti onal proceeding to address phase two issues.

So the schedule that's being established in
Washi ngton in some ways nay be too aggressive and nmay
need to be extended to deal with additional issues
that come out out of the Oregon and the Utah orders.
So | think that the schedule that's being adopted --
if this schedule's adopted in Washington, it would
not be too aggressive and woul d not harm Pacifi Corp

And one final note on the Oregon schedul e.
The Oregon schedule is also a tentative schedule, and
the prehearing conference to establish the fina
schedul e hasn't even occurred yet, and the fina
schedul e may have an even nore prolonged tine period.
So | would disagree with M. Van Nostrand and support
the schedul e that M. Cedarbaum proposed.

JUDGE CAILLE: Al right. Anything



further?

MR. VAN NOSTRAND: | guess there seens to
be this assunption that the company is going to
drastically alter its application after phase one in
Utah and Oregon. That's pure speculation. This
application is conplete for purposes of consideration
by this Commission. It stands alone as it's
currently before this body and it's -- to suggest
that, oh, we need to wait until we see what comes out
of Utah and Oregon before we proceed, because the
conmpany m ght change its application in response to
those orders, that's just -- that's pure specul ation
and unsupported, at best.

W seemto like to bootstrap off the
Womi ng schedul e and say, Ch, we're only going to be
a couple nonths |ater than Woni ng, but the Woni ng
schedul e was put together where the conpany's
application is going to be considered on its nerits.
We're not |ooking at the possibility of having it
di smissed in that state or being challenged on
procedural grounds, which is what we understand we're
| ooki ng at in Washi ngton.

So we'd take the Wom ng deal if we get,
you know, a schedul e where we're actually |ooking at
the conpany's application on the nerits, but it's our



understanding the Staff intends to file a notion to
di smiss this application on fundanental grounds, and
I can say eleven nonths after we filed it and four
nont hs after we conpleted the testinony. And you
know, are we going to nmove forward or are we not
going to nove forward. It's --

MR, CEDARBAUM  Your Honor, if | could just
anplify on sonmething M. Van Nostrand said, which
was going to nmention, as well, because it goes to the
poi nt that even with a hearing schedule for the end
of Novenber, we don't intend this case to |anguish
and we intend to move forward on the case in one
area.

In our issues statenent that we filed with
the Conmmi ssion a while ago, we indicated that one
i ssue was whet her or not the Conm ssion would be
agreeable to the jurisdictional shift that this
application would result in, that being a | oss of
Conmi ssion jurisdiction over generation and
transm ssion with the restructuring of PacifiCorp

To Staff, that is a fundanmental policy
i ssue that we think the Conmission can decide on a
threshol d basis without testinony, but purely on
briefs and through a notion, so we intend to file a
nmotion to dismiss. It will be styled that way. W



haven't pinned down the exact time when that notion
will be filed, but it will be filed before the end of
this year, probably before Thanksgiving, and tee up
that issue so that the Comm ssion can announce its
policy beliefs and feelings about this jurisdictiona
i ssue, which we believe is threshold to the case.

So that will be an opportunity for the
Conmmi ssion to nmove forward on this case on that
fundamental issue and provide whatever -- it can

grant the nmotion to dismiss if it's styled that way,
it can deny the notion to dismss, or it can do
anything in between, and we can nove forward on that
basis, but this case will not |anguish, and that wll
be one opportunity for the Conm ssion to nove
forward.

JUDGE CAILLE: Al right. I1'd like to take
about ten minutes to think about this and to | ook
over the Conm ssioners' calendars, and so let's go
of f the record.

(Recess taken.)

JUDGE CAILLE: Let's go on the record. 1I'm
going to just start out by saying that |'mreally
reluctant to schedule this hearing for Novenber of
2002, given the Conmi ssion has recently nmade it known
that it would attend to the utilities cases as they



cone in.

So | guess what | need to knowis -- |
understand that there are runors that PSE and Avista
will be filing, but I'mwondering if it isn't
possible to nove ahead with this. And | guess what |
probably need to hear are what are the barriers to
our noving ahead with it. | heard, you know, the
reasons why -- why we should wait, but | guess now I
need sort of to hear why we can't go forward.

MR. CEDARBAUM  What prevents the
Conmi ssion from scheduling a hearing faster than the
one | suggested?

JUDGE CAILLE: Yes.

MR, CEDARBAUM | don't think anything
prevents the Conmi ssion fromdoing that if it's got
the tine on its schedule, other than whatever due
process concerns there mght be. | nean, if you're
asking ne are there inpedi nents, barriers,
prohibitions to that, there aren't.

JUDGE CAILLE: Well, right. And also, |I'm
al so sensitive to the resource problem because
obviously I"maware of it frommy section and | know
that the Attorney General's section is closely tied
to us.

MR. CEDARBAUM | think if -- | don't think



I"mthe only one in the room who thinks that whether
Avi sta and Puget Sound Energy are going to file a
rate case is speculative. | don't think it is
specul ative. M understandi ng of the Avista order
that came out recently was that the conpany was
ordered to file a rate case this year. And Puget is
on record publicly in the investnent comrunity,
regul atory conmmunity, and in the press that it
intends on filing a rate case this year

So those are workload issues that wll
strap Staff, nmy office and perhaps other parties,
al though I don't know that. There will be staff
menbers, you know, working on issues across the board
with respect to these cases, so there are workl oad
i ssues invol ved.

| don't knowif | can say that that is a
prohi biti on against a case -- the case being
schedul ed sooner. | just think that it was a
reasonabl e and | ogi cal schedul e given not just those
ot her workl oad issues, but the context of this case
itself and with respect to what other states are
doi ng.

And if the Conmmi ssion believes that
hearings in Novenber just are not workable, then
there al so doesn't seemto ne to be any reason to



schedul e hearings faster than what is being schedul ed
for Wom ng, though, which would be hearings in
Cct ober of next year.

But that doesn't allow the Comm ssion the
benefit, | think, which is -- which would be nice to
have, of what Oregon and U ah have or have not
required of this conpany with respect to its
application.

JUDGE CAILLE: And | guess that was going
to be ny next question, is why the Comm ssion would
want to wait for these other conpanies?

MR. CEDARBAUM It is within the real m of
possibility that -- a very large real mof possibility
that this conpany's application in all of the states
in which it operates will be granted w thout any
change what soever, but | think that's specul ative.

It is, | would assune, nost likely that
each Conmi ssion will have certain conditions placed
upon the application, which is what this Comm ssion
has done in nmergers -- every one that |'ve worked on,
and ot her states have done so, as well.

So the benefit is that in Oregon and Ut ah,
which are the conmpany's two |argest states, if those
Conmi ssi ons require anendnents to the application and
the conpany wi shes to have its application go forward



and have this restructuring happen, | assume it wll
change its application in sone respect. That wll
mean -- | can't imagine that the conpany would
reorgani ze in states differently across its service
territory. It would then anmend it application in
Washi ngton, as well. And it's that application we

ought to be focusing our direct testinony on, not the
application that currently exists.

Now, is that going to happen absolutely?
don't know. But | think it's nore likely that
somet hing |ike that woul d happen than that the
conpany's application will be untouched by those
ot her jurisdictions.

MR. VAN NOSTRAND: Your Honor, if | could
weigh in alittle bit on this nmulti-state question
The primary force driving this application is the
fact that it's becomng increasingly difficult for
Paci fi Corp to operate in six different jurisdictions.
States are pursuing different policy objectives. And
t he conpany's way of allowing that to happen is to
split into each state having its own distribution
conpany.

So this case is going to be uniquely
focused on what are Washington's interests with
respect to Pacifi Corp Washi ngton, what are the policy



obj ectives that this conmpany should be pursuing in
the state of Washington which are unique fromthose
that are being pursued in Uah, Oegon, Wom ng
Idaho and California. This case is unique in that it
doesn't matter what those other states do, because
that's what this case is designed to do, is allow
Washi ngton to have its own electric conpany pursuing
the policy objectives of this state.

It's not |ike a nerger proceedi ng, where
every state is looking at the same nerger application
and deci di ng which conditions to inpose. These
el ectric conpanies are going to be unique in each
state and each state will be allowed to pursue its
own policy objectives, and there is little, if any,
reason to think Washington is going to benefit by
| earning fromwhat Oregon or U ah seek to pursue with
respect to this application in their states.

MR. CEDARBAUM  Your Honor, | guess | would
just disagree with that. There are issues with
respect to the inpact of this reorganization on
revenue requirenments. |If Utah or Oregon were to
i ssue an order that had -- that shielded those
conpani es fromthe inpacts on revenue requirenents to
the extent that the conpany would want to recover
t hose underrecoveries fromother states, then it



m ght amend its application in these other states.
That woul d have an inpact on what happens in other
st ates.

| just don't think it's accurate to say
that each state is going to resolve this application
based solely on circunstances solely within its own
borders. There will be an inpact on what happens in
other jurisdictions on this jurisdiction and perhaps
Vi ce versa

JUDGE CAILLE: Okay. M. Cromnell

MR. CROWELL: Thank you, Your Honor. |
just wanted to make -- | think you characterized it
as runors regarding other cases, and | just wanted to
address that point very briefly.

As M. Cedarbaum has noted, Avista is under
the order of the Conmission to file before,
beli eve, the end of November or Decenber 1st.

As to Puget Sound Energy, in the
presentation of the Schedule 45 settlenent to the
Commi ssioners on the 17th of this nonth, which
occurred, | believe, at 2:30 in the afternoon of that
day, M. Secrist testified on the record that it was
Puget Sound Energy's intent to file a general rate
case the first week of Novermber. When the Chairworan
qguestioned himquite specifically on that point, he



made it clear that while operational concerns m ght
cause themto have to push that back a little while,
that he very, very clearly commtted that this
conpany would have -- I'msorry, that Puget Sound
Energy woul d have a general rate case before the
Commi ssion by the end of Novemnber.

I think that, you know, both pursuant to
t he Commi ssion's order and statenents on the record
in a parallel docket, it's fair for Your Honor to,
suppose, take judicial notice of those facts and
recogni ze that those workl oads are not specul ative.
They are a matter of record in front of this
Conmi ssi on.

Those are resource allocation questions
that all parties to these proceedings will have to
address for the com ng year, and to the degree that
parties can cooperatively resolve those allocation
i ssues to the benefit of all, terrific. |If not, then
obvi ously the Commi ssion will have to nake sonme hard
choices on how to schedule its cal endar and | eave
parties to deal with that as they may best do.

An additional point that | would like to
make is that when we get into those questions of how
we al |l ocate resources anmong cases, froma
Conmi ssi oner perspective, | think the npst



significant inpact is on the quality of the record
that's going to be devel oped for their consideration
And to the degree that scheduling of cases, as
opposed to the substance of the case, is dictating
the degree of involvenent of one or nore parties in
that proceeding, then | think it's fair to conclude
that the Conmi ssion will have a degraded record
before it to nake a deci sion.

JUDGE CAILLE: Okay. |Is there anyone on
the bridge line that would |like to be heard? M. Van
Nostrand, did you have an alternative proposal ?

MR SANGER: I'msorry, this is M. Sanger

JUDGE CAILLE: M. Sanger, did you want to
-- did you have any nore coments?

MR. SANGER: Yes, | did have one comment.

I just would like to point out again that the Oregon
-- the Oregon proceeding and | believe the Utah
proceedi ng, as well, has bifurcated the proceeding
into two different phases, and they contenpl ate an
additional filing or additional proceeding after
those orders. And if you're going to -- if you're
considering a schedule that's nore expedited than the
one proposed by M. Cedarbaum | woul d propose that
we bifurcate the issues here and have it into a phase
one and phase two proceedi ng, as well



JUDGE CAILLE: Al right.

MR. EBERDT: May | ask how you woul d see
that splitting up?

MR, SANGER: Well, at least in Oregon, they
were deciding on a nunber of issues that were going
to be | ooked at, and then the Conmission is going to
i ssue an order after that resolving sone, but not al
of those issues and directing the conpany on how to
-- what additional things it needs to file.

It could be that the Oregon Commi ssion
i kes Pacifi Corp's application, approves it in its
entirety, but what | believe is nore realistic is

that they will issue an order on a nunber of the
i ssues, and then PacifiCorp will then cone in and
make an additional filing that will neet the

requi renents of that order. And then phase two could
be a short proceeding or it could be another |ong,
protracted proceedi ng.

JUDGE CAILLE: Okay. M. Van Nostrand, was
there an alternative proposal to Staff's that you
had? And then | will take up the matter about this
phase one and phase two.

MR, VAN NOSTRAND: If | could just respond
briefly to what M. Sanger said, | think we actually
pursued a phase one, phase two, as part of our



di scussi ons whi ch broke down | ast week, because -- |
mean, he is correct, that's the way it's gone in
Oregon and that's the way it's going in Uah

And | guess we were not opposed to having a
hi gher | evel discussion of policy issues as part of a
first phase in this case, and we were prepared to go
down that path. And it becane nore focused on Staff
wanting to raise strictly the loss of jurisdiction
i ssue, which it's going to raise as a basis for its
motion to disnmiss, and that's all that was going to
be considered as part of phase one, and so that's why
we abandoned that path.

But the conpany was not opposed to going
down that path if we're going to allow an open
di scussi on of those policy type questions, but we're
not -- it doesn't seem appropriate to devote a phase
one only to have it be decided on a notion to
dismss. So we don't have that sort of a policy type
di scussion in phase one. | think we'd prefer to
adopt a schedule on the |lines of what was done in
Woning, to allow the case to go forward on that type
of a schedul e and have the hearings be, you know,
foll owing the Wom ng hearings, if that's what the
parties' wi shes are, and those hearings are schedul ed
fromthe 19th to the 27th of Septenber, so sonetine
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in October

And | think, along with that, if Staff is
intent on filing a notion to dismss, | think there
shoul d be a deadline established for filing
di spositive motions, if indeed they're tinely at this
poi nt .

I nean, this application and basic
paranmeters of it have been on file since Decenber 1
of 2000, and there's nothing structurally different
now than was true el even months ago. If there's a
basis for a nmotion to dismiss now, it was there
Decenber 1 of 2000. | think, frankly, the tine for
di spositive motions has |ong since passed, but if
we're going to entertain it, | think it should be
very shortly, and that should be part of the
schedul e, as well

To the extent the Conmi ssion's going to
al | ow di spositive nmotions el even nonths after the
conpany files its application, there should be a
limted wi ndow provided for that.

JUDGE CAILLE: M. Van Nostrand, now, the
conpany's application wasn't conplete, though, unti
-- wasn't it officially conplete in August; is that
right?

MR. VAN NOSTRAND: June 29th was when the



testimony was filed, but the elements to which Staff
obj ects, the jurisdictional pieces, where FERC has
jurisdiction over sonme aspects, the SEC has
jurisdiction over others, that was part of the basic
el ements of the conpany's filing that was nmde
Decenber 1, 2000.

JUDGE CAILLE: Well, okay. | nean, | heard
Staff say that perhaps hearings in Cctober would
work, and | also heard the conpany say that. Am
correct? | nean, at least if we can -- |'mvery
reluctant to tell you -- I"mvery reluctant to set a
schedul e today without really weighing in with the
Conmi ssioners and seeing if -- you know, how they
feel about this. So you know, I'd |ike to try to --
besi des what Staff has proposed, noving that back a
nmont h doesn't seem |ike very much, but, you know, if

the conpany is willing to do that, then | can present
that to them and we probably would need to schedul e
this dispositive notion to be heard, as well, or to

be filed. Go ahead, M. Cedarbaum

MR. CEDARBAUM  Thank you. You know, our
Plan A, our preferred schedule is the one that |'ve
stated, and if you want to -- if you need to consult
wi th the Conmi ssioners about that, then that's fine,
from Staff's perspective



If the Commission's going to reject that
schedul e, then Staff would |ike the schedule not to
be any qui cker than hearings in Cctober, which would
be, you know, follow ng the Womn ng heari ngs.

But that doesn't allow the Comm ssion
enough tinme or the parties enough time and the
conmpany enough tinme to file their direct and rebutta
testi mony, you know, presumably follow ng the
i ssuance of orders in Oregon and Utah on phase one.
That additional nonth allows for, you know, nore
conplete and nore refined testinony. So that's the
downsi de to Cctober.

Your Honor, if | could just -- | know this
is alittle bit beside the point, but let ne just
state for the record | do not believe that the
Staff's not filing a dispositive notion as of yet is
in violation of any Commi ssion rule, especially given
the noving target that this case has been since its
i nception.

And secondly, with respect to issues,
either the last or the second to |ast prehearing
conference, all the parties have filed issues
statements, and we actually all came to the hearing
expecting the Comr ssioners to be there and we were
going to talk about that, but we got an indication on
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the record that the Conm ssioners, | think, were
satisfied with the statement of issues and we were
going to proceed on that basis.

JUDGE CAILLE: Yes.

MR. CEDARBAUM So that's where | thought
we were on that point. And | don't know that any
things are different fromwhere we stood on that
poi nt .

JUDGE CAILLE: | would think so
MR. VAN NOSTRAND: Well, if | could comrent
on that point, as well. Were we were goi ng when we

started having this discussion on phase one and phase
two was an opportunity for the Comm ssion to have
some exposure to the issues and perhaps to offer sone
prelimnary reviews, because we understand Staff's
fundanmental concerns with the elements of this
filing, and frankly, we have no problemw th Staff
expressing those concerns to the Comm ssion, and if
Commi ssion has prelimnary views on those issues, you
know, maki ng sonme observati ons.

And we thought what could conme out of phase
one woul d be something along the lines of the scoping
order, for exanple, |I think it was the third
suppl enental order in the Pacifi Corp/Scottish Power
nmerger case, where we had the wi de open prehearing



conference, the parties had an opportunity to say
here's where we see the case, here's what the issues
are, and here's our positions on that. The
Conmi ssi on qui zzed us and then they issued an order
sayi ng here's our take on the case.

And we thought if phase one went al ong
those lines, gave Staff an opportunity to say what it
t hought on that key jurisdiction issue and all ow ng
the conpany to have a response and other parties to

wei gh in on other issues, as well, or allow ng the
conmpany to say what notivates us and why they shoul d
be consi dered al ongside Staff's objections, | think
that would be a healthy process.

And if there's a way of still having that
sort of a phase one policy issuance fromthe
Commi ssion, | think that would make for a good

process in this case. But where it broke down was,
you know, it focused exclusively on the key issue
Staff had, and really not being nuch of a dial ogue or
the conpany getting a chance to say what we thought
of fset or should be considered al ongside of Staff's
obj ections.

So maybe what M. Cedarbaum was saying is,
you know, we were all prepared to have that
di scussion at the prehearing conference a nonth ago,



and maybe that's the | ogical place to have -- to go
next, is to have a w de open issues conference and
get some gui dance from the Comm ssion as to how they
see this application going forward and express their
views on Staff's issue and other issues.

MR. CEDARBAUM  Your Honor, | don't want to
-- you probably think I already have bel abored this.

JUDGE CAILLE: No, this is all hel ping ne,
and | will, you know, carry this --

MR. CEDARBAUM  Again, I'm quite frankly,
a little unconfortable tal king about these
di scussions that the parties had about process,
because although it was process, | felt that those
were in the context of discussions for settlenent of
process, and | don't feel confortable talking about
t hat .

But, again, we cane out of the prehearing
conference where we had submitted our issues |ist
t hi nki ng that the Comm ssion essentially, by not
coming to the hearing to question us about it and
di scuss it, had thought that the issues were fully
devel oped in those lists, and those were the issues
to be addressed by the parties.

| took that as a signal that we got our, in
essence, sort of our scoping decision on that. Those



were our issues. We then thought, well, we've got
this threshold issue. W'd like to tee that up and

| et the Conm ssioners have a shot at that, because it
didn't require testinony, it could be done on briefs,

and it was fundanental. So that was, we thought, a
legitimate way to go, given the history of this case,
and we still think it's a legitinate way to go. And

if other parties want to file other dispositive
noti ons or whatever, they can.

JUDGE CAILLE: So just so I'mclear, this
di spositive nmotion would pretty much address the sanme
sort of phase one issues that M. Van Nostrand is
tal ki ng about?

MR, CEDARBAUM |t was phase -- |'msorry.

JUDGE CAILLE: But it would be on briefing,
rather than a dial ogue before the Conmi ssion?

MR. CEDARBAUM We defined -- Staff defined
phase one as the following issue: Are there any
ci rcumst ances under which the Conmission, in this
application, would be willing to relinquish its
jurisdiction over transm ssion and generation
services that now are provided by Pacifi Corp, the
exi sting conpany. Because if there weren't, then
this application could be dismssed and we could al
not work on it anynore.



If the Commi ssion was willing to go forward
in spite of that, it could say so and we woul d go
forward. O if the Conmission felt there was
something in between that it wasn't willing to
dismi ss, but it had sone guidance on that issue and
t he conpany ought to hear about that on that issue,
that's fine. It can say what it w shed and we woul d
proceed on that basis.

But that was our definition of phase one
and the process we envisioned for it, which we
t hought woul d nove the case al ong, get sone response
fromthe Conm ssion on that fundanental issue, given
that the Conmi ssioners had already told us, in
essence, that the issues that we had listed in our
i ssues statenents probably a couple nonths ago were
ri pe for decision.

JUDGE CAI LLE: Septenber 13th, | think it
was.

MR. CEDARBAUM And that's what we
envi si oned, you know, quite honestly, whether it's a
schedul e that has hearings in Novenmber or hearings in

October, that's a motion that we would -- since we
didn't get agreenent on phase one anpbngst the
parties, we still felt it was a reasonable thing for

the Commi ssion to consider and deci de, so we thought,



well, we'll tee it up for a notion, and if you want
to set a schedule for that to be filed and replies,
that's fine.

JUDGE CAILLE: All right. Anybody have
anything further to say?

MR, CROWELL: Two points, Your Honor
First, | think it's inportant to note that the
proposal Staff would nake or the, you know, naybe
that the one-nonth slideback of going from Novenber

to Cctober hearings, | think it's questionable
whet her that achi eves nuch.
But, in either event, | think it's

i mportant to note that in going into a single-phase
revi ew process, the Washi ngton Conm ssion would very
likely be providing a nore expeditious review than
ot her states engaging in a two-phase process where

t he second phase has yet to be set.

So to the degree the Commi ssioners have
concerns regarding the expeditious resolution of the
i ssues the conpany's put before them | think it
woul d be fair to note that the WAashi ngton Commi ssion
under Staff's proposal, could quite |ikely be
providing a nore expeditious review than the conpany
woul d be receiving in other jurisdictions.

Second, if the Commi ssion is willing or



interested in entertaining an Cctober hearing, as
opposed to November, | would personally request that
any such hearings be md to late Cctober. | make
that request because | have a personal conm tnent
that is likely to occupy the majority of Septenber,
and just in terns of having a chance to | ook at the
rebuttal that would be filed in ny absence and get
ready for hearings, | would need at |east a week or
so to do that.

JUDGE CAILLE: Al right. Wwell, | had
hoped that we would wal k out of here with a schedul e,
but it doesn't look like that's going to happen. |Is
there any -- does anyone want to be -- anything else
need to be added? Then I'Il let you -- I'll explain
what we're going to do, what |'mgoing to do. Does
anybody - -

MR. CEDARBAUM | was just going to -- if
it helps in the scheduling matters, barring any new
devel opnents, nmy goal had been to file this npotion
bef ore Thanksgiving tinme, so, you know, probably in
about three weeks tine frane, so if that was the --
if that's anenable to the Conmm ssioners and you, |
could try to acconplish that. You know, if you want
to set up a reply tine, that's --

JUDGE CAILLE: Right. Wy don't we go



00065

ahead and at |east do that. The 22nd is
Thanksgi ving. So were you thinking that week?

MR, CEDARBAUM The 22nd is the Thursday?

JUDGE CAILLE: Yes.

MR, CEDARBAUM | f we could say the 20th.

MR, SANGER: Hi, this is M. Sanger. |
can't hear exactly what you guys are --

JUDGE CAILLE: W are setting up a schedule
for Staff filing the dispositive notion on Novenber
the 20th. And then, M. Van Nostrand, a reply, or
your response, | mean?

MR, VAN NOSTRAND: Well, if it's going to
take M. Cedarbaum three weeks to generate it, we
ought to have three weeks to respond to it.

JUDGE CAILLE: Three weeks after
Thanksgi vi ng?

MR. VAN NOSTRAND: Well, yeah, actually --

JUDGE CAILLE: Decenber 11th or -- let's
see, or the 14th.

MR. VAN NOSTRAND: Is it possible I could
have until the 20th, since my chief staff support
person will be unavail able through the 17th?

JUDGE CAILLE: Well, okay.

MR. CEDARBAUM  Your Honor, that seens |ike
-- well, 1| understand those kinds of problens. It



just seenms like a lot nore time to reply than | have
for nmy opening.

JUDGE CAILLE: Did you want nore tine for
your --

MR. VAN NOSTRAND: You've had el even
nont hs.

JUDGE CAILLE: Maybe we shoul d nove out
your opening.

MR. SANGER: Is this for dispositive
nmotions for all parties or just the Staff notion to
di smi ss?

JUDGE CAILLE: Well, | nean, if other
parties are -- | would like to entertain all the
di spositive notions.

MR. SANGER: If that's the case, | would
propose pushing off the date further off into
Decenber for all dispositive notions.

MR. CEDARBAUM | don't nmean to delay it.
' m prepared, you know, for Novenber 20th, even if
t he conpany wants Decenber 20th. |, quite frankly,
don't care. But if other parties -- if there are
going to be a round of dispositive nmotions, |I'malso
conpl etely open and agreeable to, you know, a |ater
time frane, and then the conpany can have, again, as
much tine as it needs after that to reply.



But | would like -- | think we've typically
built into dispositive notion calendars a short
turnaround time for responses or answers for the

noving party. So we could build into that -- build
into the dispositive cal endar, dispositive notion
cal endar, as well, let's say a ten-day follow ng the

conpany's reply for answers.

JUDGE CAILLE: So the proposal now is that
it would be filing of dispositive notions |ike
m d- Decenber ?

MR. SANGER: That woul d be preferable, Your
Honor .

MR. VAN NOSTRAND: That's not -- | nean,
this case has been on file since Decenber 1. The
basis for these dispositive notions has been on file
for el even nonths and, you know, we give three weeks
to put themtogether, fine. Now we're talking about
anot her six weeks fromtoday before we even file the
notions. W won't have a ruling on themunti
February, perhaps. | nmean, so we're |ooking at 14
mont hs after the case is filed, the conpany doesn't
even know whether it's going to proceed.

Wth all due respect, | think the schedul e
M. Cedarbaum had was fine. Let's stick with it.

JUDGE CAILLE: | tend to agree with M. Van



Nostrand. |'mworried about other things that are
going to be taking Staff's time and the
Commi ssioners' tinme that have been already expressed
here today, so let's set Novenmber 20th for the
di spositive motions. And M. Van Nostrand, or --

MR. VAN NOSTRAND: We can go with the 14th
for --

JUDGE CAILLE: The 14th.

MR. VAN NOSTRAND: What day of the week was
t hat ?

JUDGE CAILLE: A Friday.

MR. VAN NOSTRAND: That woul d be fine.

JUDGE CAILLE: And then a reply ten days
later, is the 24th.

MR. VAN NOSTRAND: Sounds narvel ous.

MR, CEDARBAUM What day of the week is the
24t h?

JUDGE CAILLE: The 24th is a Monday.

MR. VAN NOSTRAND: It should be at |east
the 28th, something |ike that.

MR. CEDARBAUM  Yeah, that would be -- if |
could have till the 28th, or the parties could have
till the 28th, then at least | can ruin nore

vacations that way.
JUDGE CAILLE: The 28th is a holiday, M.



Cedar baum according to ny calendar. O no, it's an
open neeting day. Sorry. So | guess the 28th will
be all right.

And I'mthinking that, as far as the
schedul e goes, I'mgoing to kind of weigh in with the
Conmi ssioners and see. | have a -- you know, | have
a pretty good idea of howthe tine -- you know, the
time franes in between filing. | can either, you
know, inmpose a schedule or | can schedule a -- we
coul d have a tel ephone conference and | can let you
know t here.

MR. CEDARBAUM  Maybe this is a m stake,
but I'mready for the Comm ssioners just to rule on a
schedul e.

JUDGE CAI LLE: Okay, okay. All right.
Then that's what we'll do, and it will be in the
prehearing conference order. |s there anything el se
that needs to be taken up today?

I do need to ask about public hearings.

M. Crommel |, | suppose you're my public hearing
per son.

MR. CROWELL: Yeah, | know that the
Commi ssion is trying to get into the regular course
of --

JUDGE CAILLE: Setting these up at the



prehearing conference.

MR. CROWELL: | guess | would maybe
suggest that we defer that question. | have not
spoken to the Conmission's public affairs person to
see if there has been any communi cati on regardi ng
this matter. |It's not a general rate case or the
sort of thing that's going to i mediately and
directly inpact residential custonmers in the sane
fashion a rate case might, so | think that perhaps |
need to have a discussion with M. ffitch.

JUDCGE CAILLE: Okay. And perhaps | can
have that discussion with the public affairs person
nysel f, too, and then just kind of coordinate and
then --

MR, CROWELL: |If the other parties are
confortable with us discussing that specific issue
offline, | think that's appropriate.

JUDGE CAILLE: Is there any objection?

MR. VAN NOSTRAND: No.

JUDGE CAILLE: Al right. Then that's what
we'll do. And if there's nothing further, | wll
i ssue a prehearing conference order that will have
our discussions today and a schedule. And thank you,
everyone, for com ng and participating. W're off
t he record.



(Proceedi ngs adjourned at 2:55 p.m)






