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BACKGROUND 

West Power and L 

utility ated under the 

mpany, Limited ( 11 WKPL 11
) is an electric 

of the Utilities Commission Act ("the 

Act 11
). W KPL was an Act of the British mbia ture 

on May 8, 897 and is authorized to 

within a radius of 150 m les of 

transmit and distribute power 

British Columbia. WKPL serves 

residential, com mercia I, irrigation, street and industrial custo ers in 

an area roughly as fro Princeton in the west to Creston 

in the east and from the U.S. north to Kelowna and K KPL 

ies wholesale power to electric utility operations conducted the cities 

of Grand Nelson and icton and the District of 

Summerland. and Limi a 

owned utility servin~J Princeton and vicinity, its electric power 

ments from W KPL. 

W KPL is a whol of Cominco (
11 Com inco 11

), which owns 

all of the common shares and about 30 of the shares 

The 

Lim 

a 

Limi 

underwri 

co 

"~·~--.-' shares were held Canadian Pacific 

until 1986 the control! shareholder of Com and itself 

ary of Canadian Pacific Limited. in October 1986 fie 

Teck 

and an 

sold its 52.5 interest in Cominco. A consortiu headed 

ion 31 of the outst Com inco shares 

headed by Dominion Securities 

ic. The consort , of 

ion, 

effective control of Com inco and 

ion. 

red 21.5 

Teck controls 50 

and .I.M. 

of KP 

Com inco is a world class industrial in m and 

of smel m ari ly of lead and 

and fertilizers. tion its 

and is also a 

ions in West 

of British Columbia was ly a result of the availability of 

and iful lectric energy. 



inco control of PL in 19 6. In l9lf7 KPL sold Plants 2, 3 

and 4 to inco. The related water licenses and perm its were necessari 

transferred to inco at that time. thereafter W PL 

the water license to Com inco. inco current holds water licenses 

si ilar to those of WI< fied volu es of water to 

power at Brilliant and W the of ater 

The Co co with 

ional Joint 

938 and a whi govern 

intervenors ~>'11'11'\r&""'"'""n serious concern 

(II 

levels in 

the n.-'"'"'"'' 0 

mber I , 

Lake. Several 

w water concerns are and 

specific issue in 

11 W water l 

'""'""''"'"'"';'-- ion of this under the 

of Power and 

the Government of 

exe Cominco from ation under 

Order 

bia 

ost of the 

11 Exe ion 

I) 

in Part 3 of 

the to certain conditions. Pursuant to those condit Com inco 

three of its exist at<~r licences and 

perm 

75 

which as 

The $20 illion for 

Shares at 

Exem Co inco also 

ines and Petroleum Resources 

in Pl. to not than 

In addi ion to ion 

Com the balance of 

from the British Colu bi 

PL an 

undertook 

to construe 

KPL 

and gave PL 

and any power 

until year 2005. 

the issue Pl. of 

each. Relat to 

li ties 

ent is 

of 

reduce Com 

fro 
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Cominco has 

development of the 

a role in the economical and effective 

resource in of Brit Colu bia 

and the benefits of its industry have been of ficant value to its custo ers, 

e and the overall economy of the Province. 

owns and the Canal B.C. Hydro, a 

Plant on the River. B.C. is a public utility under the Act. 

The construction of the Canal Plant was undertaken to optimize the total 

River system. Under 

gave 

Plant 

and 

energy assurances to Cominco and WKPL to the year 2005 as 

entitlement in 

The WKP 

Plant Na e 

South Slocan 
Corra Linn 
Brilliant ** 
Waneta** 

* Source: 
**Com 

inco 

Plant 
facilities 

for water 

41.4 

53.2 
51.2 

128.9 
373.9 

on the K River. 

m consists of the follow 

ment 

329.3 

422.9 
343.2 

2465.4 

ion 

Utili United Inc. ( 11 iIi a Missouri ion, is an 

utility listed on the New York and Pacific Stock 

in the sale and ribution of ly 

natura I gas and and retail customers. Utili 

company, issouri Publ 

utility services for over 70 years. In May 1985 

in 

At that time Utili served over 

shareho 

name to Utili 

000 customers 

in 

of Missouri 

United 
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divisions. included issouri Public in 

Kansas City, M and gas service 

222 communities covering m I 2, 500 square iles within 

Kansas Public acquired in I in Kansas, 

providing gas service to 21,000 customers in Kansas; and 

Natural in 1985 and in Council Bluffs, 

providing gas service throughout 288 communities in the 

Kansas and a few customers in M and Minnesota, 

As the Applicant the two further 

acquisitions were in pmgress and at that time. 

innesota Util a gas utility in 

Minnesota 

electric utility 

ly acquired in 1986), and West Virginia 

in rlea, Vi red in I 987). 

the time of the hearings Utili e approximately 1,900 persons in 

its and 25 e 

City, Missouri. The family of R 

Officer owned m 

w held. 

c. 
12% of the 

offices in ansas 

President and Chi 

with the balance 

of August 31, 1986, iii had assets of $709,000,000 (U.S.) and 

income for the 12 months ended 31, 1986, 

000 (U.S.) and $29,610,000 (U.S.), 

13 units ith e 

916,000 ki and ore than 6, 500 

distribution lines and 13,500 miles gas a ins. 

ion 

assets 

ty of 

iles of transmission and 



II THE APPLICATIONS AND HEARING 

Decision is issued in response two icat the first the 

1986 ication of tili of Kansas Ci 

M (11 Utili and Uti li 

to Section 61 of the 

Utili of all of the issued and 

the 

on and 

Shares of W KPL. Utili who I 

Uti! The second 

the of the 

transfer f on and Preferred 

an Pacific from 

Com ordered a ic 

m 

Li to Utili or ti li 

into these ications m m 

on 

and 

3, 1986 at Trail, The hearing reconvened at Pent 

at on 6, 1987. 

Commission the 

introduced thereto would be enhanced 

financial witness to 

and fil of 

therefore 

to his assessment of the 

of of WKPL 

customers, and on Utili 

Dr. Waters an 

ty of 

of 

in 19 

in 1964 and 

of and the evidence 

the presence of an 

ions es to the 

Com mission 

and file direct evidence wi 

and ial i 

United on K 

in Business Administration fro 

in Econo and Finance fro the 

in from 

in 1976. He has been a 1-time me ber of the at the 

Universi of 

ent 

ment 

since 1965 and is 

ali in studies of the financial m 

and econo ics 



Since 1968 

consulting on the 

1~5 appearances 

commissions. His full 

6 

has also been actively 

ation of 

national and 

ic utilities 

al 

m vitae is filed as 

and 

in research and 

has a de 

a tory boards and 

I to t 29. 

Dr. Waters undertook a review of the evidence filed the Applicants to 

the attended the for several 

was cross-examined on both his filed evidence 29 and 71) and on his 

testimony as financial witness. Both his evidence and presence 

the were most he and the Commission. 

For the in the Chairman the 

mmission put on the record the six issues or criteria identified 

miss ion as the 

ication 

basis for its decision with 

.A.u) 

ion 61 of the Act. It is i 

to the 1982 

to note that 

.A. Western 

under 

such criteria, while a useful to the ic 

in every case since the circumstances ay be 

cannot be 

ficantly different in 

each case. criteria applied in the .A. case were as follows: 

I • 

2. 

3. 

ility1s current li to raise 
financ will not be reduced or impaired. 

no 
to 

conduct 
either now 

Utility's 

exist covenants 

and debt 

4. ion is in co iance with enactments 

5. The structural ty of the assets wi II be a in such a 
r utili service. 

6. The ic interest is 

In reviewing Appl the Commission is al 

sections of the ion 61 (8) which 

m may 

to 

under this ion to 
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tions and 

interest, but the 

rements it considers necessary or desirable in the public 

mission shall not its under this Section 

it considers that the public utility the users of the service of the 

public utility will not mentally affected. 11 

Applications were to Sections 61 (6) and 61 (4) of the 

Utilities mission Act which are in A of this 

61 11 No person or shall acquire control of such 

numbers of any class of shares of a public utility as in themselves or 

with shares al owned or controlled 

him to have a reviewable interest in a 

comm approval. 11 

the person and his assoc 

ic utility unless he has 

commission on its a transfer of shares in the 

utility the registration would cause any person to have a 

cause 

of 

interest. Reviewable interest is defined the Act to be an interest in e.xcess 

of 20 of the voting shares of the utility. 

The Com rn ission the of 61 as 

the tion not from WKPL's ability to provide 

ongoi service of the quality that its customers have the right to and 

at rates which are to those customers 

concludes that it is the intent 

to preserve the authority of the 

effectively in public interest. 

to the utility 

sections, 

mmission to 

The 

of the 

WKPL 

ives of the 

the 

Inc. and Utili 

commitments and 

r Applications were 

B. 

filed in 

tives to be undertaken 

of their Applications, UtiliCorp 

t 66A a statement of the 

both co in event 

Exhibit 66A is to as 
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The purpose, and enforceabi I i ty of the commitments and 

objectives contained in B have been addressed by the Commission i 

of this in conjunction with its assessment of the particular 

issues to which they relate. 
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Ill FOREIGN OWNERSHIP 

In the current scene there are no tive easures or even 

dom 

at either the federal or 

investment in 

ic utilities. 

are 

atters 

are the Com 

At the 

of 

ed a central and 

at times up to 700. 

invari 

al or li 

as essential services such as 

ent 

was 

i-Americanism 11
, 

ications under review. To deal 

ications it has been necessary for the 

miss ion to determine to what 

Utili United 

t is clear in 

reviewable interest in a 

mission. It is 

the national of 

be a factor in this Decision. 

to 

ust obtain approval from 

the British 

that 

Utilities 

ic 

utili 

to 

and mandates. In 

invest ent lely on the basis of nationali resides 

with the federal government and federal wi 

and letter Dece 1986 received from 

M the necessary 

federal to and L 
Company, Limited. In as c this 

the inister concludes that iii investment PL is 11 1 to 
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of net benefit to He noted that the Com 

ic same ication 

was 

zed 

in 

distinct federal and m that 11 
••• my 

has a different basis than decision under the Invest ent Canada 

B.C.U and on ul ate 

decisions of the Commission 

set out in 

view, whi the 

Commission n 

of the Uti ities 

ications it in this case is 

m ission Act. In the Co 

of a reviewable interest 

in domestic public utility is the exclusive concern of the federal 

governm Section 61 of the Act indicates that detrimental effects 

from whatever source inc in this case, the of the 

and which are attributable to 

are proper matters for review and decision this Com 

in 

consideration of the 

al detri m 

ng this Decision the Commission has focussed its 

ion on an evaluat 

customers 

the 

fro 

test for detri ental effects 

to the American factor been 

Utili 

number government 

protection of the 

of 

and 

to each the issues raised the 

mission would note that it is one of a 

collective involved in and for the 

ic interest in this case. Also involved are 

and inistries Environm 

General. 



II 

IV THE BIDDING PROCESS 

A major cause for of concern and sale 

of W KPL by members of the Electric ers 

tion to 

(II 

zation with over 7, I 00 pa members as at 4, 

indeed a II of as the process undertaken 

of Bums latter was 

retained as Com exclusive financial advisor and intermediary. The 

Commission views the failure of Cominco and Burns inform 

a and prepare the me m of the 

was 

serious if not 

Com 

time-consum opposition that 

circulated to all 

of 

features of 

ic 

would not be m 

found the c::n•-o:::~n 

so 

no evidence 

lack 

bidding process. In 

that the second 

ic for the 

m, as 
and lack of ment. It was, in 

fur t~ but 

process, as 

was illegal. There was, 

know of critically 

and 

failed to ensure 

process 

not realize if Cominco 

first stage bid and any other to be 

ment, the more refined second 

tive and unjustifi 

no second 

cost to the other there would be 

Com inca's decision to execute that 

UtiliCorp, the second 

in process, gave rise to the 

and omit, for all bidders 

with the appearance of undue 

and in the circumstances 

e at the ly on 

bid had basis of 

both pre-e 

ly unsubstantiated ru ours that Utili 

and late. 
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In the of any evidence of illegali and in face of the 

reality that mission was confronted with only the Utili 

ication, upon 

nrtnc~~eclea with the 

alternative 

it is 

as 

are not in 

law to hear rule, 

Accordingly, the 

Commission 

process 
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V THE SCOPE OF COMMISSION JURISDICTION 

Applications of Util and 

British a and 

within the jurisdiction of the Com 

below. It is i to 

at times were addressed 

Commission has no 

most important of 

PL raise so e funda ental issues for 

A number of these fall directly 

ission and are discussed in more 

that there are a number of issues 

in the over this 

is general 

As is noted elsewhere in this 

ion of foreign 

the Federal 

lity for 

in 

Investment 

ith to the extent to which 

and in the energy sector in icular are co 

to home, the Provincial the overridi 

initiatives it are necessary to 

ensure ication of policies in British bia are 

consistent with the economic ectives of Bri bia. It is not for this 

Commission to ine icy wi to such fundamental issues. 

exist no al icies nor ion which allow the m ission 

to cone that it ly 

appl it ions in the past. 

If the applications in this case raise mentally 

the different treatment than has the Com m practice in the 

Government or the should act to ensure that any shift in pol 

direction is 

it regul 

led out clearly for benefit of the Com the utilities 

and customers of those utilities. 

these comments in the follow 

Comm specific ion under the 

sections outline the 

of the 



4 

I. Jurisdiction to Preserve the Pub I ic 
2. Jurisdiction Com 
3. Jurisdiction Over tili 
4. Uti! 
5. WKPL 

Commission is di to consider the 

as follows: 

ic interest in 

61 (8) the 

desi 
its 
utility 
detrimentally 

under this section 
it considers necessary or 
Com ission shall not 

unless it considers that the 
the lity will not 

In tion to this s<~ction, the Act read as a 

m 

actions of 

interest. 

utility 

detrim 

area or 

with a for ensuring that in a utili 

the com it are consistent with 

these reasons, the mm I eves 

at ion in British 

pub I ic interest. The m considered 

m 

it should restrict itself to the 

as a whole. 

view of facts in this case, 

in 

Co m 

in 

Because of 

conclusions not materially different if the reference area were 

limi to service area W KPL or to i broader ic 

interest of all citizens of the 

em 

localized or a broader na and 

all 

with 

m mission has 

ial m 

in turn. 
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2. Jurisdiction Over Com inco Ltd. 

The Commission's jurisdiction over minco was addressed in detail in a 

number of the final subm particul those of counsel for Com 

UtiliCorp, and the Commission. arguments whether or not 

Cominco can be considered a public utility as that term is defined in the t 

and also Section 61(8) authorizes Commission to impose terms and 

conditions on or affecting Cominco should it decide to approve sa e. 

of the ionship between minco WK is found 

in Section VI, Subsection 5 this Decision. In view of the mission's 

conclusions in connection with this relationship, it is not necessary to 

determine Com inco's precise status under the Act. the reasons set out in 

those sections, the Commission does not believe that it is necessary to impose 

conditions upon Cominco or WKPL and, in light of the of Power 

Service and Exemption Order made by the Lieutenant Governor in Council in 

1982, accepts that it cannot directly the joint use of facilities 

between Cominco WKPL. The mmission note, however, that in its 

view, ion 32 of the Act wi II apply to Corn inco and W KPL if the Lieutenant 

Governor in Council accepts the Commission's recommendation in Section VI, 

Subsection 5 and amends the Exem ion Order to i 

Act. 

that section 

Comm 

manner in which 

also notes that it has no jurisdiction 

inco chose to sell its interest in W KPL. 

over the 

process entered into minco was entirely of its own There is 

nothing in the Act which allows the mission to set or 

which owners of public utilities should before sell a reviewable 

interest in those public IJtilities. Thus, the mission had no direct 

over the 
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ion Over Utili United Inc. 

m miss ion no ion over the owners of utilities t 

ates would re none if Utili United e direct 

indirect owner of KPL. The m upon its jurisdiction over 

to ensure the iii run in the ic interest a 

and manner. 

Uti I United would come within mission 

extent that it had a 

of t11at reviewable 

undertakings 

extends 

in WKPL and 

to another ent i 

over tili 

the m has over Utili 

to ensure that control of W PL will not thi 

mm 

In sum mary, the of control over Utili 

from 

context of other utilities under the Com m "'"''""'-" 

if it was to 

Comm over owners of uti lit 

4. 

ion, of course, to 

to 

the 

United Inc. 

thout 

is not a 

the 

Utili is a British lu bia company in 198 for the 

purpose of holding the shares of W KPL if the sale of those shares by Com inco 

is the transaction would establish Utili 

B.C. as 

Comm 

different than 

Commission's 

current 

mary 

WK 

over Utili is on the of it no 

ction over Comlnco. That 

is over the utility, and not over its 



N Utili would be to the sa e of control as 

Cominco. B.C. wishes to sell its interest in 

anyone to of 

61 case 

and WKPL 

to Section 61 the shares on its 

m would continue exerc control of 

of shares of W K PL 

Because Utili B.C. is a whol of Utili 

concern was that the character of the 

be Utili I its in 

Utili B.C. to an unknown third To alleviate this concern, 

Utili pl on the record his view that tion of a 

interest in Utili be ect to Commission under 

Section 61 of the Act and his assurance that Uti! United would 

in such an approval process pp. 2853 and 4746-

The Commission believes it ensure imate control of 

W KPL is aintained an 

to assess. can be achieved 

of a review 

of the 

5. 

ly 

interest in is 

m 

Over WKPL 

ic utili in the Province of British 

the 

mbia WKPL is a 

virtue of mission is unable to conclude that the outco e of 

ill in any way interfere with abili of this 

Comm to ate WK WKPL will re ain ful ect to 

of who controls the m of its 
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VI THE ISSUES 

mission its Decision on its conclusions from 

filed and exam at the on each 

I. tili 

2. tili 

3. ion 

4. ment Control of KPL 

5. The Com W K PL Relat and 

6. 

7. 

8. 

9. 

I O. 

ents 

WK Rates and Intercompany 

W KPL's Potential 

WK 

w 
WK 

Water 

F Plans 

II. Economic 

I 2. Public 'U'UIJV=> ion 

As noted 

Commission 

in its conclusions ith 

whether or not, in the m 

the fol 

to each issue the 

m there is 

for detrim to WK its customers in 

sense, to public 

Several 

tions 

ioned the abi I 

of the 

of Utili 

ial 

to finance further 

al 

accompl 

Uti I 

since formation ov.nr,:>e<::orl concerns 

may al 

levels of financial risk 

ty of K 

tion of WK 

A further 

Utili m 

tn'''""'•~'"~\/ eXIJ05iea to 

mental effects on the financi 

concern was 

suffer economic difficulties to 
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financial of WKPL for 

the future equity infusions required to aintain an efficient capital structure 

in that utility. 

Counsel for Utili Mr. Macintosh, in his statement stressed that 

although iliCorp itself was a relatively new company, its 

Missouri Public Service, has a electric utility 

operator for over 70 years. further noted that although Utili has 

at a relatively rapid rate since 1984, it confined its acquisitions 

to utilities, and in financing ions demonstrated 

ial planning that the company to preserve an efficient 

capital structure p. 26). noted that Utili Corp's tal 

structure as of August 1986 comprised 43.3 long-term debt, 6.5% preferred 

stock and 50.2% common equity that company planned to achieve a 

I 0-45 capi I structure following acquisition of W K 

In support of its Application, Utili 

October 22, 1986 from its investment 

Burnham Lambert. 

filed in Exhibit 2 a letter 

and financial 

the question of 

Drexel 

financia 

ty of Utili and its ability to finance the of WKPL. The 

letter says in part 11 1t is our opinion that United has sufficient access 

to the markets to prudently finance acquisition of Kootenay 

Power and Light Company and to the long-term capital "'v'"'"'""''; tures 

Kootenay and Ught. 11 

The letter further states that "Utili 

that 11 the mpanyls debt and 

qualifies the 

pension funds 

United is a substantial corporation 11 

stock instruments are investment 

investment by all insurance 

institutions as well as the other 

elements of the institutional investment com munity 11
• 
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ith to financial the Drexel Burnha Lambert opinion is that 
II 

Utili 

it would take a serious and 

coverage ratios to non-invest 

business ,~eversal to lower 

ent credi levels. 

mpany to itself reversal 

any Company 

risl< and reduces the effects of adverse 

weather and adverse economic condi tions. 11 conclude 

that ent and the business 

co 

industry's indices. The mpany 

on stock utility 

cash flow and very modest 

rements. 11 

In of the Appl Utili 

dated October 30, 1986 from inion 

filed as 

lies 

ment dealer. That letter sets out inion's 

information on Utili and West review of 

Canadian rating agencies on Com and 

4 a letter 

m a 

fro 

ment 

on 

Utili led Dominion ties to conclude that 

know 

West 

of Canadian 

lower cost of debt for West 

under Com inco1s 

Mr. Macintosh 

because Utili 

ti li is 

inco is not. 

credit rat 

to 

In cross-exa ination Mr. 

and Mr. J.R. 

information and on our and 

it is our opinion that the 

with the full faith of 

for West iII resul in a 

otherw 

on a basis. 11 

ties conclusion was 

is than Com 

tionally guarantee 

Jr.l President and 

and because 

whereas 

Executive 

were r. Bauman on reduction in Utili 

on its com ercial paper and 

li of Natural { NG as in 
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Utili 1985 Annual r. Green that the rat 

reductions had limited to Utili com ercia! paper and and 

and were in reaction to the sizeable 

short-term 

testified that this 

to finance the 

not affected Utili 

ion 

m which continued to carry a B rat 

ties (first 

He stated tha 

not been any in UtiliCorp1s cost of short-term 

borrow because of the reduced credit rat and that those rat should 

recover in the near future because Utili has redeemed all of the 

shares p. I 09). Mr. Baker stressed that the rat of commerc 

co paper is <:nt,.rT-Tt::> by nature that it is not unco mon, 

incur substantial debt to 

rat 

ties 

to see a temnr\lr:;;,rv 

commercial paper 

p. I I I). 

r. Bauman if the furthet~ $100 million short-term 

financing red for the ions of WK West Vi a Power 

and the Minnesota division of would incur further in 

UtiliCorp1s ratings, there should be no 

co to the $250 million 

transaction has since been 

fully a net tive flow over 

recent months p. II 

cross-examination r. an the 

r. Wolf, testified that when 

co statements for year 1986 were co eted and 

he would m to the rat with a view 

p. 2193). In response to 

Mr. iii re 

r. ained II 

$16 m i Ilion in invest ents and we have no short-term debt 

at all. 11 He indicated that the mately $40 ill ion in 



had not been undertaken 

WKPL 

During his testimony Dr. 

the mission, was asked 

would 

22 

to 

the 

Mr. 

ete the a two tions 

0 mill red the 

witness reta 

fund the KPL acquisition, if the market-to-book ratio iii shares 

were to drop ly be low the I. 7 to I ratio m iII ion 

WK 

Utili 

on the line of 

Dr. Waters i 

abort 

with the 

nn:-~nc)se~a sale 

lion Bank. 

situ at 

and continue to 

interest cost of so would be almost ent 

that 

the return on 

investment in W KPL He equity 

further under such 

pull back any ion intentions and that while ts 

tal structure wou it would not be lied and 

would i over time p. 4450). Dr. Waters also out 

in the formal account sense, there would be no impairment the 

li 

the m 

book value or investment Utili 

1.0 to 

The mission believes on evidence before it, is no reason to 

doubt Utili lity to finance the rema 
.~:......,;;,._:_.........,_ 

and as 

outstanding acquisitions WK and to so ment to its 

tal structure and ty. me 

serious concerns that Utili stated intention to continue its 

m of tion involve financial 

requirements that would ze the Utili red to 

meet W K PL's own financ that this would 

detrimental on WK 
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Much evidence and testimony has been the W j th roc'""'"' 

to the importance of m 

te for effective 

an 

his testimony 

Dr. W who commented 

awareness of that need 

In recognition of the role of 

an efficient 

at minimum 

tal structure a 

icu!arly for 

in ly 

Utili 

p. !~508). 

management had shown an 

structure in eet WK 

ial 

efficient 

within three m 

Utili has made an absolute commitment to 11 m an 

structure 

of any 

and equity for that purpose 

end. 11 In 

w future financial needs ion that WKPL will not be 

five-year 

mmitm 

with Utili 

from 2 mill ion in its 

(if has volunteered further absolute 

KPL~ WKPL 

and to reduce KPL's dividend payment 

of earnings for a five year and to retain 

for 

UtiliCorp, Mr. Macintosh, m it clear on the record that both Utili 

United Inc. and Utili ze these and r 

commitments as ro.-ru-rttc•n in B to this Decision could, if the 

Comm so me conditions to be et the Applicants 

(Transcript p. 658). 

With to of Utili on the cost of bOI-rowed 

funds to W KPL, r. J.A. Macdonald of Dominion advised Utili 

counsel that in his opinion "the minimum reduction in the cost of borrow 

would be 25 basis or a of a p. 2082). It 

was W 

beneficial, but 

receive the same 

these two 

testimony that 11 i f the 

an standards Utili 

rat 

has any effect it will be 

and W KPL would probably 

p. I.J.429). While the opinions of 

differ, the Commission is satisfied that, al the 
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al benefit of the guarantee may be in doubt, there would be no 

detrimental effects attributable to this 

financial relationship. 

of the iliCorp/WKPL 

The mmission would note that, in cross-examination by Mr. man, 

Mr. Baker acknowledged that Utili own consolidated five-year capital 

program involves some $260 million (Transcript p. 2497) but reiterated 

Utili Corp's previous testimony that 11 the acquisitions program wi II be ade 

only in light of the ability of the Company to adequately finance and maintain 

a strong financial position in the m Mr. Baker further 

acknowledged that "the check on the Company that you on an even keel 

is an efficient tal structure 11 p. financially 

Comm ing Utili would also act to ensure such 

conditions are 

Wi respect to WKPL's ability to finance its own ongoing ments for 

funds following acquisition by Utili the Com m has a 

factors upon WK financial ty to do so would 

Supplem ng the commitments by iii to 

reduce the dividend payout ratio and retain all 

reinvestment in Canada, there would appear to be no major 

would the sale of additional WKPL shares on 

for 

that 

open market. 

Utili Corp is commit ted to inject any ty required the Commission to 

maintain an efficient capital structure in WKPL, even if UtiliCorp's own 

financial position were to deteriorate to the extent that it was unable to 

provide the funds from its own resources. Under circumstances WKPL 

could issue shares to the public at large, without necessarily jeopardi 

Utili United's control through Utili B.C. 

The Applicant•s chief policy witness, Mr. Green, testified that UtiliCorp's 

are currently traded on the New York Stock upon 

acquisition of W K the shares Utili would also be I on 

Toronto Exchange (Transcript p. 54). This did not satisfy some intervenors, 

who attributed significance and benefits to local ownership members 

of the public in WKPL's service area. ln his cross-examination of Dr. W 

Mr. 



25 

permit public participation in what he described as 11 the public interest 

process 11
• Having previously raised this lity with the UtiliCorp witness 

and having received a negative response, he questioned Dr. Waters at length on 

the position taken by the Ontario ( 11 0. 11
) with respect to such 

a float in the case of Gulf Oil, filed as Exhibit 120. Dr. Waters, conceding 

that UtiliCorp B.C. would not have to own 100% of WKPL's shares to protect 

UtiliCorp's overall interests, testified that although the 0. a clear 

for a public float of the shares of a utility under its jurisdiction 

(Transcript p. 4544) they did not such a float in every case. 

Mr. Gilmour Dr. Waters if in his opinion it was constructive or 

to maintain a float when, in all matters relating to regulated utilit 

public interest is involved and it is rable to have public participation 

input in the deliberation of (utility) policy (Transcript p. 4541). 

rable 

the 

In his responses Dr. Waters concluded that, if circumstances permit, it is 

certainly preferable for the shares of a public utility to widely held, and 

that such ownership provides additional 

conclude, however, that in the 

urgency or need (Transcript p. 4540). 

financing options. was unable to 

KPL) circumstances, is that 

With respect to the public 

process and the question of public participation in policy-making, Dr. Waters 

concluded that in this (W K PL) situation the public interest aspects are, for 

most part, the concern of the board and that the addi tiona I 

opportunity public input from meetings, is 

secondary importance to rection of the tJtility in the public interest 

(Transcript p. 4542). 

In its T.M.A. Decision (page 27) the Commission stated that it believed "that it 

is in the public interest that the shares of a public utility be widely held, 

notwithstanding current trends and ices. This is not to say that a change 

in shareholders from a wide to a narrow automatically 

approval under Section 61 11
• The 

the .A. case the Com m 

mmission continues to hold that view. In 

concerns centered on the narrow 

base in combination with the extent of the Applicant's non-utility 



ies and e>v.-,,. .. , 

is and would re ain 

Such is not the situation in case, 

subsidiary of a company. 

WKPL 

While mission ith Gilmour that a float of WKPL 

shares m prove beneficial to publ the Com rn ission also 

concurs with Dr. view that there is no evidence urgency or 

need at time. Since difficulties rn emerge in the 

Utili for the future financ of WK the Commission 

such an 

Commission 

On the basis of the 

La Dominion Securi 

and the evidence filed 

Shearson Lehman and the bond rat es, 

w 

the company was ed in I 984, the mission concludes there is no basis 

that 

the financial 

of WKPL would 

of either company. In the Com m issi 

would 

that the commitments 

signi 

such assu 

speculation 

the 

On the basis 

not been 

to 

fact. It 

most if not all 

at the 

the of his testimony 

as a 

and 

if, on the assu 

could be made and 

ies are I to suffer 

the Comm 

miss ion finds that 

inat some 

involved more 

ial adverse factors were 

of 

identified any realistic adverse on W KPL or its 

His response to that tion 

was 11 I did not identify any such p. 
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tal into British 

to the 

other 

since t relieves sources of or 

of from that tal. An 

such ties. 

From than that purely financial most Canadians would 

and e and ore in argue that Canadian 

public interest in case. The Com m 

permit or bar investment in British mbi is decision to 

outside of the mission and is atter of federal 

on the quali 

rather than 

The Com m 

nationality of funds. 

Accordingly, and in light of all of the testimony and filed evidence with 

to UtiliCorp's financial 

that is no 

attributed to 

2. 

The reasons 

and for Utili 

the evidence 

filed 

11 Utili 
product, region, clim 

moved 
wei 

and the mission 

lity of detrimental 

W KPL as a desi 

an i 

reasons were sum mari 

lows: 

in 

services 
Company 

financially 
meets these 

less 

ion, 

of 



In his testimony 

follows: 

at r. Green elaborated on as 

for last couple of years, has had a very specific 
and grow in the and gas utility 
will allow us to so e of 

r. went on to say that of WKPL would meet each one of 

those objectives. 

In as issouri Public Service mpany, management had 

interest 

climate to be 

inflation and an unrealistic 

in case those conditions re { 1985 

Annual Report, t 7). In cross-examination Mr. Bauman, r. Green 

test the policy ment in utilities as 

was formulated by anagement two years before 

Utili after ion and 

non-utility investors will to 

Mr. e t Utili 

utility industry 
sel as exa 

ansas Public Service 

p. 62). Two other tions 

U of 

1986) and West Virginia in 

p. 

to the 

react to the 

Natural Gas 

were the 

in December 

In cross-examination r. Bau an i oned U t iii witnesses 

and Baker on investment decision criteria, as in WKPL 

decision p. 131). In response Mr. 

first at the fundamentals 

when did it how was it 

11 that it was e 

and some 

anagement 11
• Once satisfied with these 

testified that Utili 

its cost of power, 

of calibre of 

reviewed their 
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own resources, to see what it might cost and whether or not UtiliCorp would 

be able to pay that cost. then the question of fie 

pricing, in relationship to what the market was for this kind of utility 

and whether such a could be justified from the values found. They m 

certain assumptions about the including WKPL1s management would 

remain, that utility regulation was comparable to that in the U.S., 

and that WKPL's tax treatment would that 

this investment decision by Utili was made on the fact that WKPL is a 

well-run utility and that this will be continued. 

changes the utility business them would coped with, that even if 

current favourable conditions were to UtiliCorp was to 

deal with that and still justify the investment (Transcript p. 136). 

In final argument Mr. Scarlett took the position that UtiliCorp's primary 

activity is not running efficient utilities with earnings tied to productivity, but 

and speculation on existing utility operations. He that 

UtiliCorp's growth was too rapid, with insufficient time for the co pany to 

assimilate its takeover targets and that this would increase risk to W K PL 

(Transcript p. 4996). In his cross-examination of Dr. Waters, Mr. 

Utili lities (Transcript p. 4484). 

Dr. W opinion, however, was that Utili strategy was plausible and 

that such 

when 

which you a 

that Utili 

does not necessarily lead to instability or high 

acqui operations in fields of activity in 

experience. Dr. Waters further that he lieved 

had shown an awareness of the need for aintaining a viable 

tal structure in the circumstances of an expansion strategy 

In final 

is short, 

p. 4508). 

ent Mr. man noted that Utili 

that both Utili Dr. Waters 

competitive challenges and risks as well as 

acquisition track record 

that there are new 

attached to undertaking an 



acquisition pol 

natural gas in both the U 
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during a 

insulate W K PL from these risks 

it m to to the Utili 

of 

ion 

rop,os<:~a the low three conditions: 

of 

p. and 

red to UC 
ion involving over $25 million, 

that Utili its in WK wi uc 

that Utili a ic utility for the 

In cross-exa ination mission Mr. testified that 

Utili Corp would agree to the second 

Exhibit 66A, has volunteered the 

p. 3052) and, as filed in 

tions. UtiliCorp was 

not prepared, to the a m first condit in 

to Mr. 

u.s. 
public interest in this 

mmission 

argument, Mr. Macintosh 

powers to review Utili 

was unl to be served by 

time acquisitions 

this 

r. Waters was reluctant to say such a condition was warranted unless 

Utili had violated some other conditions p. 447 

not that 

this Commission 

was an element that was critical to the matter 

p. 4480). 

In its review and order with to UtiliCorp1s Application to 

W KPL (fi as Exhibit 75 in the issouri Public 

mm staff found no evidence that the tion 

mental to the Missouri 

lity future tions Utili ight take more 

time to Utili on notice that any adverse financi 

resulting from tions would be borne co 
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and not its ra r. Johnson for Com inco t 

the Commission never examined the tions or activities of other 

co out Utili for 

treatment now p. m concurs with that view. 

In final argument Mr. Anderson provided a useful summary of UtiliCorp's 

acquisition policy, its motivation to build rate and the 

implications for WKPL and its rates in pp. 5094- 5104). 

Mr. was concerned that Utili would ake all efforts to 

maximize its return (by building WK rate 

whether the service area could bear the resulting rate increases. His concern 

was by the fact that Utili had indicated that was room 

to move 11 relative to the current low 

sources of energy. 

what the utility 

a ment to the 

mm 

of rates in co to other 

agrees with Dr. W that 

ly "''"''-v~··"" investment is not nece!;sa 

r interests are 

to the ent and table operation of W K PL 11 

with respect 

p. 451 

concerns and 

respect to the Appl 

very 

would be overlooked. 

in 

In the Comm view, the 

cross-examination intervenors with 

was, in the mm 

that no reasonable basis for concern 

of Utili actual ance to 

date in the implementation of that is too brief to """'~-''1-'V' 

confidence that its successes will necessarily continue in the future. 

initial brief but i m the 

reaction of the U financial community 

awareness of the of aintai an 

structure to Utili is to com m t, the 
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iii response to Information No. t with to 

its bid 

of a 

indicates was not the result 

was co in similar 

for electric utilities across and the U multiplier ratio of I. 7 

com to the open market mult (m /book rat of 

other utilities listed in response. In cross-examination Mr. Bauman, Mr. 

Baker concluded that this was an indication that the m 

ined that it was a W K PL. Mr. Baker further testi 

Utili Corp recently a one million of its 

shares at 1.64 times its book value p. 

te many felt the was excessive and made reference to a 

premium of $20 million, ng a of mill 

m by Reference 

to that premium is a de in the used by Mr. G. at 

eetings zing the Consumers iation (filed the ECA as 

t 60) as well as by Mr. ett in his submission at the 

an for the K mber of m merce and Kaslo f the 

A. p. 79 

When M (Transcript pp. 1943-1944), Mr. le 

acknow that ng al members of the A. 

UtiliCorp bid was was that the bids were ficantly 

lower. 

over 

further acknow that just because a bid reflects a premium 

not mean i is excessive. the Cominco 

had an upper at page 3487, next 

5 million. Mr. G. an of the District of Central 

Kootenay, their advisors that the $60 million was 

a one to start with and administrators 

came up with a of $I 00 m iII ion p. 



m concludes a serious and currently 

economic Utili for continued success of 

tion are and should be so zed. 

The 

condi 

its U.S. 

mission further concludes that even if, econom 

Utili were to be otivated to transfer any adverse i on 

to the WKPL the careful 

the transfer of any 

at ion of W KPL 

ified costs to that m miss ion would 

utility. 

With three 

Utili Corp's 

to that 

structure, 

ied in the 

Comm 

ions al e for review 

ications in the public i 

process, such as 

concludes that it is neither necessary, 

and test 

a sim ar 

ate 

or in the public interest in B.C. to attem to mpose, as a tion for 

Mr. Bauman, a ent that Utili the 

this Commission for all future tions more 

$25 million. proposal is 

net detriment to 

as 

3. 

common 

ment 

of the com IT! on 

on WKPL 

of common 

$47.8 m Ilion 

e basis for 

W KPL or its customers arising from the 

Utili 

ill pay to minco 

in Clause 1.2 of the 

a 

to 1.7 times the book value 

WKPL on the C Date of the transaction. Based 

the December 31, 198 book value 

and retained was estimated to be 

to Information 

will therefore amount to 1.7 times 

No. The 

m i Ilion or 



In cross-exa inat ion r. Baker test fied that the m 

of 

Utili 

indicated 

consolidated 

ent of Util 

ion premium would not be ficant i terms 

and that there would not be a financial 

if in future turn out that prem 

for W KPL was excessive p. 2 

Exhibit 12 illustrates the intended transaction. Utili i I borrow 

$60 million 

and 

will then 

at 

funds to Utili 

7.5 , restructure as perm anent 

an subsidiary 

shares of t 

to Cominco and receive WKPL in return. 

to receive from WK but will reduce the 

dividends wi II not attract taxes as as 

remain in Canada as noted in Exhibit 66A within 

are to be reinvested in W K 

as to Uti! made the investlnent if it 

really to 

page 139, 

in Canada. In answer to a ion 

ment is our return on 

ng to be the earnings of W K 

to M It will when we consol our 

amortized and 

ment over 

on $60 m i Ilion. 

Mr. Baker 

investment is 

all of 

our return on our investment. Now over a ti e 

here. pre ium we are will 

over time, so that there is a in return in the 

cash to pay 

earnings 

11 lt 1s in essence as 

that it has an 

no need to ly 

us the t need to cont 

you make an initial 

return and you 

ment and 

or if you will, to increase your investment. 11 
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premium mentioned Mr. is the di between historical 

cost book value upon which Utili will be al to earn a return and the 

current market value of W K PL and is ore ly known as an tion 

premium. premium wi II not acttJally be on W K 

on Uti I i as a of its invest m ent in W K to be 

amortized over 35 years. 

Am issue in was Utili to recover 

the tion premium WKPL rates. Utili in its 

t 3, ation it will not 

attempt to recover on the premium and has 

commitment in Exhibit 66A. e the prem iu and the 

statement that Utili would never atte to earn on it, was ven by Mr. 

at Transcript page 156. 11 1f we should sell our common stock at 

1.7 times its book vaiLJe it would same as we had West 

Kootenay at book value and sold our common stock at book value. 11 

then to extent that contribution est 

to 

increasing 

consolidated 

per 

the "'"'"""""'''""'"' 

Dr. W 

will 

opinion at 

no im on 
accounting point 

of WKPL. 

It should be noted that tili 

when it acquired 

comm 

rates. 

have the of 

value of 

4420-4421~ was that the 

ra from a financial 

is no reason to recover the premium from the 

a $30 million premium over value 

gave assurances to the 

to recover pre ium in the 

comm t 3, 

approvals, and "''""r"'"''n that the proper treatment of the premium was not an 

issue for the tion and should be deferred to the first 
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rate case. Accordingly, when Utili later filed for rate 

increases in Iowa and Minnesota, it 

premium. 

n not ask for recovery of 

During cross-examination by Irvine at 2174, r. 

acknowledged that it is fairly well establ that it is not 

to recover a premium over book -~ only the original cost of 

a property when i first devoted to 

mm would em ze regulatory boards in in both 

the U.S.A., and this m mission in icular, do not allow 

com to include such premiums in rate or cost of 

Unless the Comm 

Applicant1s assurances and commitment that Utili Corp wi II not 

way to recover the tion premium through the WKPL ra and is 

to m a condition approval. While zing i 
direct jurisdiction or power of enforcement over Utili m m 

that, with its regul powers over WKPL undiminished under 

UtiliCorp ownership, the mm powers of determining the rate of 

retum on equity to the owners of WKPL is sufficient to ensure co iance 

with such a commitment, in the interests of both Utili shareholders and 

the customers of W K 

mm 

would not in any significant way 

customers. 

that the tion premium 

to detrimental effects on W KPL or its 
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4. 

Although the reasons intervenors for their opposition to approval of 

the 

It was 

m 

sale of WKPL di 

that control of thei 

this pro the cities 

to hold he a on the 

most intervenors were cui 

utility would the area. 

of Trail and egar to the 

issue first heard of the 

agreement. In its mission (fi as Exhibit 24) the of 

sale while I sim wi its 

p. 840). Both cities assurances and commitments 

made by WKPL and Utili in response to these concerns, and 

that the mission them as commitments or conditions approval 

in its if the was to approve the intervenors 

discounted the of co m itments either because felt 

the 

With 

circumstances 

ability to 

to control of W K 

the • 

as 

them or they 

in to 

t 66A), Utili has ade an absolute com itment to enlarge the 

Di 

p. 51). r. 

commitm the ultimate 

that the five local directors 

act for the interests of the community 

p. 789). When that 

at Missouri Public 

dam to tili 

comprising a majori five 
KPL and two r£U'\rocor"'t ives 

directors on 

that, notwi this 

powers lie in issouri and 

aced if they atte to 

those of Uti I i 

to him, Mr. 

(Transcript 

ive 

that such behaviour 

because the company has to on 

ill of its custo ers for its wei ng and success (Transcript 

p. 2203). 



In cross-exa ination 

WK 

with 

Cominco and two WKPL e 

that Util 

sensitivity to problems 

the United 

Drennan, and 

testified that there had not been a m 

com 

.As indicated in 

a 

two 

t 9, WKPL 

of and 

in 

Utili tion that control is focussed in pol 

anage WKPL or and decision-m function and that it does not intend to 

e involved in decision-m t 3, 

Applicant also made an absolute co mitment to 

The 

head office 

and management function in for I 0 years and to maintain them within 

the service area for as as Utili owns the utility 6 

In cross-exa ination Bauman, Mr. Green testified that to 

Utili head office e 25 full-time and 

that he considered the of that to ing and monitoring 

p. In later cross-examination r. that his 

belief in the of his exist head office was on the 

premise that Utili will not have to a ficant a ount of time 

deal wi ms -- would always be with WKPL 

management 

Utili ive is to retain WKP management 

the a of autonomy. ln response to a 

ion rs. Mr. Baker defined the term as, in his view, 

a commitment without any term or duration because the future 

circumstances might a p. 21 66). 

Mr. explained Utili would come from having two 

on W KPL board on m an annual review, and 

the review of ficant where their "~"""''·• was needed 

p. 51). He further testified that Utili always assumed W PL 

management would rem 
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was Dr. W WK 

although undoubtedly vetted Utili 

t~447). He was not concerned 

would 

as to their com 

experience, they activities of 

WK operating m Dr. Waters 

with Mr. Scarlett that and management of one 

company conceivably identify a course of action for another ary) 

company that might be different from that identified the shareholders and 

that 

in this case the interests of of W K PL and the 

Utili are joined with efficient and profitable operation of 

W K are unli to further stated to the 

that thei be on for 

which is an issue typically dealt with by a utili 

com mission. 

r. raised the matter of the of Utili head 

from WK service area as a potential Mr. noted 

that he has reporting for many to the head office of Com inco, 

400 miles away in that electronic ail and 

to handle the 

(Transcript p. I 189). Mr. 

contacts with Utili 

p. 281 ). 

WK 

in 

would the case 

status as a subsidiary rather than a also is ani 

ng control in local hands. WKPL would incur none of the 

expenses of Utili it would maintain its own 

or 

it would be 

in a position to issue its own debt and eQIJity, it would remain 

under the laws of and it remains a ic utility 

and 

Utilities mission and es. It was 

evidence that the maintenance of KPL as a ion 

ate undertakings 

in Utili business risks 

should insulate W K PL from any 

p. 4428). 



cross-examination r. ffice of Public Counsel for 

acknow that he did not know of any ion or powers oossE~ss•ea 

issouri Public Service Co ission which cause it to pressure 

on Utili to affect its ions in in an effort to so 

interests of its issouri custom p, 4 

Ius ions 

ission is satisfied that the m it ents ith rn<:no • . to 

the of the WKPL the retention of 

W PL head office in Trail and its ectives of and 

aximum autonomy for KPL would permit 

local and control ensure that the utility continues to in the 

interest of the utili customers and the South 

at The Com ission's direct ion and powers of 

ment with to KPL ill re ain undiminished. 

The m ission concludes that there is unl to any 

reduction in WKPL's ent control autonomy fro that 

prevailed under Cominco 

ro~>os•ea sale of utility. Utili 

utility business as distinct fro 

As indicated in 

relat between Com inco and 

fundamental 

that can be attributed to the 

interest and activity entirely 

elt or other non-utility 

ation of utili 

inco rcgi e. 

and 

to 

needs and 

section to this Decision, the 

KPL has been of ng 

ent of both co and 

the economy of tl1e Com inco has been able to upon KPL 
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initially as the 

sm e 1 ti ng nn.r.:.r:>t 

ier of the low-cost tric energy essential to its 

and 

Brilliant 

an i of its 

ty, in order to eet the 

over power obtained m 

The intervenors as well as the 

m to both 

arrangements and 

sale of KPL. In cross-exa 

of 

WKPL and inco 

p. 238). Mr. Bauman 

ly anagement and 

lities involved in 

ion 

aneta and 

able to upon Com inco 

ments in excess of its own generat 

customers, at a ficant 

ission itself ze the ic 

al 

r·. Bauman, Mr. that 

ngs that have 

cu'""'"-"'u to contract 

existence 

that a list of those arrange 

inco or p. 

On November 12, 986 Counsel for PL fi that list as Exhibi 

p. is attached to this as Exhibit 

In its Decision of ay 31, 1983 the Commission directed tl1at II future 

ents the utili submi the Co on 

approval. to 9, 987 KP fi draft 

of agree ents that were still in the process of 

w inco at the 

the Facilities ent and the ent 

ment. All were I, 987 and fi at the 

82 and 83 These agree ents to 

cover the arrange ents contained in the 

in between Co inco and the 

uti I since I, 9 5. 



is im to note these three new m 

in it 

Comm 

aforement 

by 

conclusion of the 

for review and 

three 

I I, 1987 covering 

In cross-examination of Mr. 

term of the lities 

Mr. Johnson 

to sell the utili 

WKPL fi 

executed 

wi the 

ents. A copy of the letter of 

fil ng is to this D as 

Mr. Bauman 

ment 

ioned the duration or 

p. 357 Co 

ment does not contain a fie 

termination date and continues to run as es continue 

ined that the only nominate the use of the 

in the termination in ent from 

that in Omnibus ment is an increase in the notice ent from 

six months to three years. 

improvement in 

provision 

ination by ei 

WKPL is 

15 in 

a 

surplus power supply until 

inco to 

that agreement on a 

as a t of issues 

with WK 

Utili Corp 

1986 

from 

Commission notes this 

for successful iat or, if 

facilities in the event of notice of 

the between Co and 

ment. That ment 

W PL with access to 

mber 2005. of ay 

the amount of power avai to WKPL under 

nomination basis. That offer as m 

the mission deal 

power from B.C. Hydro. the 

as a t of the Com m ission1s 

to terms tions WK 

Com to WK 
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access to its much 

five-year nominating basis 

surplus power supply, from a three-year to the 

p. 3941). 

During cross-examination mission Counsel, Mr. Deane volunteered that 

Cominco was to remove from the of Surplus Power Agreement 

an important restriction affecting KPL's access to Cominco surplus 

--'--"----- power (Tr·anscript p. 395 He explained that under the then 

prevailing arrangement the interruptible energy sold to W K PL must be for 

immediate resale by WKPL within its service area and that by removing that 

requirement WKPL will able to store energy or equichange it for later use 

in serving its customers. The letter dated March 18, 1987 from Com inco to 

W K PL confirming the important is attached to this 

Decision as Appendix 

the proceedings it was that the on:lo<)setd change in ownership 

of W KPL would inevitably introduce a "profound in the Com m 

ability to influence or control the important ongoing relationship between 

Com inco and W KPL. This argument, which pertained to the lities 

ment, that if Cominco in its own interests gave notice of 

termination and reclaimed its portion of the facilities, WKPL would 

compelled to invest in the ment facilit to maintain 

service to its customers and that this would inevitably lead to rates. 

Arguably, under continued inco ownership the Com mission could influence 

such a result by refusing to ze such facilities in WK rate base. The 

mission's power to exert such influence would clearly be lost with any 

in ownership of the utility. 

m mission believes that in such circumstances established a tory 

practices and tests must be applied to 

rate base. Accordingly, in the m 

ine the appropriate m of 

view it would be improper to 

exclude and useful 11 facilities from rate base in to achieve 

measure of control over the owner of the utility which is otherwise unavailable. 



r. anager of Trail tals for m 

inco1s Exe ion Order is 

ith WKPL for the com on use of facilities and in 

lities as an m. H 

ment were to be terminated 

that under 

to have agreements 

to operate those 

that if the Faciliti 

with an 

be the E.xe ion Order and would 

ion as a utili under Part 3 of the Act. Commission 

a outcome could be avoided 

32 to the three Sections 51 and 53 of the a icable to 

Com inco in the Exe ion Order. He noted that would the 

Com ission power to arbitrate and if necessary resolve any fai 

iate of and access to the 

3974 7 

The ission concludes that there is a fie ant ic interest 

in successful ation the ment in the event 

of termination either the of the 

termination option Cominco could indeed co W KPL to invest 

lities to those reel aimed Com inco for its own 

purposes. turn impose upon the a 

in rates. At the ti e Com ion Order was 

proclaim the sale of KPL Cominco not conte ated 

that eventuality are in 

on page 2 of the ofenergy Comincoto KP 

is until year 2005 the terms of the Sale of Power 

and Exe ion Order. The Commission 

since the Order was the Com ission has not had 

over the actions of Cominco with to those facilities which 

with W As a matter this not proven to a 

that ever 

ion 

share 

m, 
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presumably because of the community of interest between Co inco and WKPL 

in most effective use of those facilities. The Comm concern is that 

com joint use ight erge as once inco ceases to have 

a vested interest in financial welfare of KPL and its custo 

in order to the eans to introduce additional sa 

for W KPL custo ers and the ic at large in the event the ies are 

unable to agree, miss ion wi II therefore reco end to the inister of 

ines and Petroleum Resources that the Exe ion Order be amended 

to include Section 32 of the A copy 32 is to this 

as 

In sum ary, the 

have freely 

have in 

re:>t't'\t'ln zes 

iated between 

and effectively 

inco and the utility. As noted 

before the decision 

Utili 

With the 

Com inco to sell 

of the indicated 

mm 

all of the agreements 

ies in one form or 

the 

with 

relat between 

were undertaken II 

to 

ication 

lit 

menls 

ficantly 

of the 

and 

altered or 

utility. of any evidence of concerns the icant in 

that and in the commitments to retain and 

maximum ent of KP the ission concludes 

that 

in the 

and relat 

in the m ent no detrimental 

the tJtility, its custo ers or in sense on the 

to arise from the agreements and relat 

would continue 

on either 

ic are 

as a result of the 

in The recommended addition of Section 32 of the 
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t to the inco Exe ion would reasonable eans 

to ensure that this proves to so. mission concludes that 

the Act with to utility agreem is 

sufficient to the ic 

ith respec.t to the of the the 

mission will them careful consideration on their 

the confines of this as of its normal lities 

under the 

Am 

was 

PL Rates and 

intervenors and ic at I 

on er rates. The 

ment between Utili and Cominco 

covenant that the of the iII not result 

in any increase in rates to the customers In cross-exam 

of Mr. Green and r. Baker 

this and the covenants 

ween two 

of iss ion. 

an out 

ent are covenants 

neither of which is 

r. concurred in 

ect to the 

r. Baum 

conclusion that that could sue Utili the event Utili 

failed to live up to them, be inco itself. In response, 

r. testified that Utili was to the m 

same assurances that Utili was to live them 

21 3). 

In cross-exa ion Com ission these and other 

covenants were 

either absolute com 

resul list was 

and refined 

by Utili 

filed the Applicant as Exhibit 66 

were 

of ectives. 

and with ., ... ,.,,,,'-~'-"'' 



the t l , p. I 6) U t i li states 11 ln run we 

that customer rates lower as a result of this sale." 

cross-exa ination r. ined this did not 

mean that rates would decline fro that K 

to lower financ costs and to 

rate increases than m otherwise be under cont 

minco 

examination 

p. 

Commission 

from 

ficant load 

cross

men·· 

tation of WK (if tures of 

$92 million, would lead to rate increases no atter who owns the 

utility 

A of were concerned that Utili m atte to 

recover the tion prem iu infl 

Utili to W K In subm G. an for the 

al N.D.P. Caucus on energy m described as a ially 

convenient way to increase Utili 

p. 3298). He believes that such 

return from KPL 

to 

ation to 

exa ination 

WKPL 

r. Clark cone 

unreasonable 

would be co and difficult if not 

at the costs of 

increase. In cross

since it is 

ties would exist th to 

owner. He m his ief that this was one 

reason utilities were ore difficult than ic utilities 

Mr. Clark 

whether it is in fact 

that he had no 

for the Com ission to ate 

as to 

ic utili ties 

that he had "made an inference based on extensive academic literature. 11 

Utili 

services 

p. 

testi that any 

that no overhead costs 

it is and will continue to a 

of Utili pp. 223-2 Utili 

be 

enti 

to WK 

and not a 

is also aware that any 



tte to recover the prem iu 

are 
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such methods would be fraudulent and 

by 

a ted 

mission. Wi 

to Section 56 and 

all such 

difficul 

to Com m 

maintain records in conformity with this m 

are 

Uniform m 

of facil the review process. 

In response to an information Commission 

question 2) W KPL that access to t i li 

t 9, 

and 

would benefits. Mr. Drennan testified that W KPL will not 

undertake to pay for services by li 

benefit to be p. 133 

mission Mr. Baker com m i 

of a document if the 

be filed with the sett 

te 

a 

in cross-exa ination 

to W KPL in the 

tion of W KPL is will 

out the 

p. 51 I). r. Baker 

confirmed that Utili would not W KPL for services unless 

com actual Utili e 

administration or facilities fees 

As 

WK 

in its conclusions with 

tion and treatment of 

m mission the Appl 

WK would 

and benefits without either 

p. 2 

to Utili 

indicated 

ion of the 

prem iwn, the 

m itment with to recovery of 

that premium as an "''""'""'"'"'" ... for a condition of approval. 

w to the Co mission wi II continue to 

in its review of all and will not ant 

or ion fro ti I in that 
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Utili 

Utili 

that 

49 

does not any 

to such reviews, or a 

concludes 

ficant increase in 

in from 

cost 

minco to 

the Comm 

will not affect the utili 

tion of WKPL 

rates or the level of 

currently under Com inco and 

wi II no detri ental effects on the utility or its customers 

attributable to either custo er rates or 

7. WKPL Potential for 

WKPL is currently a net of power and no power for 

A number of with the tiona! 

power could and 

would 

that this would not public and indeed would detrimental 

to Mr. Scarlett concluded that Utili testimony that 

long as WKPL was of power it would not 

const 

li 
power seasonally. 

undertake power 

(
11 BP A 11

), and use W K 

p. 

In 

Utili would 

arrange ents with Bonneville Power 

excess sum er power to its own 

Drennan 

power avai I able for "'"''""'"T 

construction and whether the additional power 

ty 

to 

ly 

does not 

tim 

utilized in p. 126 r. Green testi that any option to 

power would undertaken only if the benefits could flow 

back to customers of W KPL p. SO). Under cross-exam 

mission he further testified even under mstances 
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where there appeared to be a very healthy export market, Utili would not 

require W KPL to ld generating ly for export needs 

(Transcript p. 447). The Utili commitment not to divert power from 

WKPL for UtiliCorp1s own use for any export or non-utility purpose was later 

filed in Exhibit 66A. 

Mr. Green suggested that one option might be to have the ing capacity 

required to meet WI<PL's expanding domestic market constructed by some 

independent company and the power sold to W K PL by long-term contract. He 

observed that such a situation would mean W K PL would not have to raise the 

illions of dollars it to build the plant any excess ty within 

that unit would not cost the customers money. acknow however, 

under option W K PL's customers would not the benefits of any 

sales of the surplus power (Transcript pp. 450-452), and that any such 

ion company would be a public utility with its operations and rates 

lJnder the control of the Commission (Transcript pp. 499, 643). 

noted by Mr. Drennan of electricity are by both the 

and Provincial governments and WI<PL 

than very minor ones to supply U 

that nothing would change as a result 

(Transcript p. 1144). 

Commission 

The Commission concludes that the control of 

no export licenses other 

ms houses at the border. He 

the proposed WI<PL 

by both levels of 

government and in particular the fact that export licenses are not 

unless or until domestic Canadian ments are covered, is sufficient to 

protect Canadian interests. any of WI< ing 

capacity, or creation of an independent company with such ty, will 

continue to require the scrutiny, approval certificate of public 

convenience and necessity from this Commission, 

uti I ity. 

of who owns the 
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its customers or on the ic interest at large can be to any 

timed and WKPL ial for power whi if 

could in fact prove to be a benefit and very uch in the public interest. 

issue of WK water licenses and the fears of some intervenors and 

many attending that the 

owners constituted a threat to Canadian 

utili 

of a 

resource, were the 

cross-examination 

assumed that, 

ect of an extensive review and examination at these 

Mr. testi that Utili 

an asset 

had 

tion would not of 

w 
solicitor 

M R. 

p. 340). Mr. 

was sat 

P in 

in response to a ion Mr. 

iat Utili 

ler, reviewed the relevant 

no i 

t 2 stressed that utilities are 

controlled and audited 

water levels in 

submission 

the Com m of that 

and the River ill be controlled U 

WKPL license allows for utiliz ng the full He stated that 

of the generat ilities and that these do not at the 

a noted that the and River 

waters under of ion a! 

of and utilities must to the Board. 

stated that the ultimate authority is the International Joint Commission and 

the JC is familiar with the issues West p. 



and 

of 

in til i 

commitment 

water levels in the 

N 

concern that 

water resources to U.S. 

to be very well 

the 

value to Utili 

2 

to not 

sale 

zed ial for ic concern 

ay a role in mann<~r 

Lake ms or in the River 

e was in the hearing 

would transfer control over 

on behalf of i ldlife 

to the water not only wi 

bia River 

entitle W K 

m ission 

notes that failure to co with I i censes can be 

i th no access revocation of those licens~~s. ion would leave Utili 

the ion of power p. I 

In a letter written on behalf of the Com 

certain 

Com 

ions to the Water R 

states 

creating artificially low ater 

Joint Com ission and Colu bia 

ion under the 

r. 

iver 

In his testi ony and cross-exam 

fol facts: 

K water licenses for t11e 
under the control of the 
WKPL hands and under ion 

(ii) 

Mr. 

reply from the 

concern about new owners 

due to 

ments and 

p. 

ion r. Drennan I out 

ion control of six 
Lake because the Corra Linn dam 

order sets maxi mum flood 



53 

(iii) B. lity for the Duncan and 
Lake and 

in consultation and agreement with 
the release of Columbia River There 

if the of KPL 
p. 

(iv) 

ent does not 
until 2005. This 

at ion 
and Cominco 

of 

maximum in use of the 
resource at the Canal ant effective control of 

rests with and the power available to 
relative to the ion of their 
ments determine their 

WKPL personnel control the 
centre but essential 

tion at 

14, 1987 the mission B.C. advice 

on the i 

business deal 

if any, of 

between the two utilit 

extensive 

letter 

B.C. in 11 1t is therefore B.C. view that its 

contractual and operat 

exports, with WKPL will be 

letter was filed at 

Decision as 

some water from 

concerns 

tered 

Cast water licenses 

m ent has been 

to flow and 

entitle ent under the Canal Plant 

p. I 

as 

e 

in A copy 

t 70 and is at to this 

after 20 years, the to divert 

to the Columbia River 

Plant 

out of the 

re in and the 

ent would not be affected the 



54 

thei and cross-ex a ion m I put on 

the record their 

as does KP 

of the water I 

of water 

arrangements. Com 

power at Bri II ant and aneta 

The Co 

the 

ler of 

one for the 

ater 

ion of 

of water in 

Environment issues and administers II water are for 

fie purposes such as ion, estic use, m power generation 

and water 

River, 

25 

p. The licenses are non-consu ive and 

out of the K Lake and down the K 

the Columbia River near Castlegar and enters the U about 

p. 

license for iance with IJ Order 

II, 1938 t and amendm K 

water levels. The Columbia River optimizes 

control on Columbia to an extent that would have been 

Canada and the u had deve thei own portions 

ly. WKPL and Cominco dams are on the 

not the 

and actually improve the water flows 

dams 

p. 33 

r. Deane that WKPL will continue to its exist 

Utili indirect re e 

that those licenses are strictly lim i to power 

i if 

of the River 

River and are 

so 

oreover, 

and 

cannot 

a 

or use water in any other way. r. Deane concluded 

sense, while the Canal Plant ment remains in neither 

W KPL nor Utili 

p. 

bia ivcr 

can directly exercise their water 

was iated in 1964 for a term of 60 years 

a flood cont ro I A ion of the 

in is to create power in the U.S. facilities which is then 
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it between and the U The benefits over a 

were calculated and then Canada sold its to 

p. 3342). The first was the Duncan Da in 

I 968 so ~'""'''"""''"' ation the Canadian government will start in 1998. W KPL 

will not a role in those iations as no facilities 

e and of 

W KPL does not constitute a threat to Canadian autonomy over our water 

resources. The fact is that W K 

property of the utility (a British 

water licenses will remain the exclusive 

mbia co icable only to use 

of Canadian water in 

production of 

ng any 

Commission, on the evidence, 

provincial Water 

of water in 

at either the 

that 

ional Joint 

of the Columbia River and Canal Plant 

as to any detrimental 

in 

9. WKPL Financial and Plans 

One the applied in the aforementioned M 

and limited to the 

ial I the 

functions 

m miss ion and the 

ent, are such 

WKPL or its 

structural of utility's assets ust be rna 

was that 

in such a 

stated manner as to not impair the utili to its customers. Utili 

in its Appl it take all e to ensure this in 

addition, that it would cause W KPL to improve assets or re 

service to 

W K PL filed its load 

new assets as may be 

customers. To m in review this 

and as I I • 
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Some concern was "'"''r'r':..::c:,,.n a move 

Utili to impose al ing on the West 

environment. In testimony Mr. Green that one of 

WK ions m be gas turbines p. 55). In 

i I Iough, a resident of 

observed in his ission that al 

to additional power from B.C. 

on own f, 

de and WKPL has 

it was ridiculous to consider 

coal or 

surrounded 

Mr. Scarlett 

at 

nv.nn,-<"lectric power 

with their 

of 

with that 

lut 

p. 772). 

concerned inc 

the construction of more 

ime, 

power for 

ill 

p. 791). 

In addition to the included in its 

actually in economic studies on 

alternatives for future sources of power 

Mr. Mi erra 

was also 

with other utilities or 

same 

to 

tal WKPL is 

ion and other resource 

In cross-examination 

estern r. Drennan 

acknowl of options for meet 

power· requirements, including gas turbine, additional ion at 

m m 
p. 126 

In response to Com mission Information Utili 

W K near-term involve 

inco and B. Hydro. added the 

ions as gas 

from other utilities such as TransAita or BPA 

proved to in both gas and contract 

iation could be 



cross-exa inat ion r. Utili acknow it no 

hydro-e I ec t ric 

To Mr. 

ion but was 

concern that Utili 

in coal and 

m in an 

"'"''''n•rnwu- ate source of power si because they were familiar ith it, 

Franklin gave assurances that tili wou not be involved in the 

nn,or:>tion of KPL. He confirmed that W KPL management would 

be total consideration over what alternative future resources to 

and would lend its if red but would not bias the 

p. 21 86). 

Whet, r. Franklin indi that Utili 

a and contact with BPA and 

TransAita to see if was available p. r. Franklin 

additional interconnection with BPA is not 

in the WKPL once Utili involved it can be 

p. When asked Com iss ion why 

KPL Utili became actively involved in this an age m ent of 

and no r. Frankl in1s reason active role was the 

between WKPL and p. H further testified that 

to date they had not attem to influence W PL's views with to 

ion of the Commission's D Decision or other local atters 

n<::r•rn't p. 2991). ion not any 

tiona! management function from Utili p. 2982). 

that in order to 

would have to 

However, in response to a 

their investment, 

have the final say in m 

cross-examination of the 

Exhibit I 07 which, among other 

by BPA bia River 

access for BP A to addi ional firm 

inco 

ti I i 

Mr. Anderson filed 

in recent years 

ations. These include 

in and are 



The tal 

required over 

WKPL in 1987. 

bidders as a 

t 

sets out 

to be 

An earlier 

of the 

AI Mr. Franklin 

them as 

had no 

56 

2 million in tal to be 

1987 - 19 I, but excludes the resource 

in a 

of this to ive 

Information 

discussed these with KPL and 

r. Baker test p. 

ion or quality of ce 

that Utili 

ied 

p. 478). In cross-examination Commission Counsel, 

Mr. 

approval for 

Mr. that 

was not aware that 

ion 51 of the Act 

not diminish Utili 

BCUC 

t ion and that had no ection to a 

extensions. 

enthusiasm 

rement 

The al assu 

tal plan and sets out how 

Exhibit 40, filed WK 

$200,000 to $500,000 under Utili 

and a reduced 

Utili both of which stand as 

Applicant as recorded in 

number of pre 

that more common shares would 

ions ade in the load 

KPL to finance the 

forecasts annua I of 

reflect the 

the 

Utili belief 

tal structure. hen 

Commission KPL and other Canadian utilit 

shares m 

were to prove to be 

commit ent to mai an 

r. Baker reiterated that if such 

case, Utili honour its 

tal structure. 
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evidence of BPA's continuing efforts to obtain increased storage, improved 

system coordination, or the right to retain the downstream benefits 

due to revert to B. in return for providing access for B.C. electricity to 

California markets. Mr. Deane as not to that if WKPL sought 

a tie-line with BPA these obj would necessarily or inevitably be brought 

to bear by BPA in their own interest. He did, agree that negotiations 

between BPA and WKPL or Cominco should only be conducted by individuals 

with a fairly good working know and understanding the co itive 

Pacific Northwest marketplace the concerns and desires of BPA 

(Transcript pp. 3745-3747). 

The mmission does not UtiliCorp1s preliminary discussions with BPA 

and TransAita as an indication that the and desires of UtiliCorp will 

override the knowledge of W K PL management, and views those discussions, 

although undertaken in the absence of WKPL, as fact-finding and exploratory 

in nature and not unreasonable in the circumstances. 

Commission Conclusions 

After extensive review, cross-examination argument the Commission is 

unable to conclude at U1is time that financial tal plans of WK 

as filed and nn·rp<~<:;Pn during will be adversely affected in 

any way the on:)O<lse:d sale of the utility to UtiliCorp. Under any of 

ownership it would be unusual and surprising if such 

some way but such cannot be assumed to be 

were not affected in 

ly or inevitably 

detrimental. Moreover, these plans, together with the generation resource 

studies currently underway by W K PL, wi II reviewed at future 

hearings and will remain to ongoing Com mission approval under the 

Act. 

While the Commission the Applicant's assurances in good the 

Commission concludes that its authority over W K plant or m 

extensions under Sect ion 51 (3) and the ment under Section 57 for 



60 

of the issuance of securit is sufficient the ic 

interest. 

of the absolute com itments to m 

anagement function in 

with its declared 

and to aintain 

ive of autonomy 

for WKPL management the Com ission concludes that the 

in nutno'""'h WKPL will not in itself 

financial or capital plans of the utility or its studies and decisions wi 

ion resources. The 

to be any detrimental effects on the util 

to future 

that there are 

custo ers 

financial and 

of on the utility's 

the 

Commission an effective and permanent mechanism to review and control 

utility's in 

10. WKPL 

now to customers in the service terri 

or i m nrt""'"'r' In 

Util states 

of 

is co mit ted to 

Company and is will 

service 

wi II 

the 

reliability and 

to make 

ity of service 

investment in mpany to achieve this end. 11 

2, Tab p. This broad statement 

used the Commission in the T. . Decision that of the 

utili business including level of either now i l 

or enhanced. 11 The ability of Utili to 

may be necessary to ensure reliabil and its 

m mitments to WK a of been 

in sections of Decision. 
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cross-examination r. 

with to ity 

record in that In response, 

a very service record 

on Utili 

ine 

policies 

WKPL 

fie in mind 

way of imm but indicated that Utili 

support that record over t i 

with 

M 

Is 

p. 2151). 

com m were based on interviews 

no form assessment was done Utili 

p. 2145). Mr. Franklin testified the West 

service areas were very similar in was reluctant to 

as without ore 

and 

into 

about Utili phi n.:::r,nr'" with to the 

trade-off between level of quality of and the level of 

Mr. it was a matter of lion of risk and trying to 

ms over ti rn e to the m in in to 

the i on rates (Transcript p. 420). 

In the evidence filed in of its ication, Utili states that it has 

i ty service at 

cross-examination Mr. 

no interventions 

the in the seventies there 

the 

individuals 

ity of service 

In cross-examination of the 

the cri 

to 

evaluation were in part i 

intentions were consistent with 

p. 3392). 

to increases in ra 

p. 42 

inco Mr. 

in the Bums 

on whi 

to ensure that the 

environment in B.C. 

also 

r. Stone 

and 

initial 
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In cross-examination of the inco panel, Helen Overnes a 

significant question by asking 11 From Cominco's point of view, what ts 

would there be to Canadians tl1e sale of WKPL to a foreign company? 11 

(Transcript p. 3540). In response, and after acknow the importance of 

QLJestion, Mr. Stone said in sum mary, 11 we became satisfied that Utili 

was an and know operator of utilities, that they wer·e 

responsive to the needs of their customers, and the communities in which they 

operated. They're technically competent, they're financially sound, and 

met all the criteria that we, and we the Com m would look to for 

comfort in the ownership of West Kootenay. 11 In response to subsequent 

by Mr. Anderson, Mr. Stone explained that this assessment by 

Cominco was made on the basis of with the Applicant, their 

financial advisors, and a review of Utili Corp's annual reports and other 

investment media reports on the Applicant (Transcript p. 3692). 

In his final argument Mr. Anderson took the position that, while Cominco made 

a comparative analysis of bids for their own purposes, the company had led 

to demonstrate that it had the public interest in mind when it made its 

comparisons and selected Utili p. 5069). In his view, no one 

could argue that WKPL's service to the customet-s would not be adversely 

affected, because proper analysis might have found a of 

providing equal quality of service without arousing the considerable public 

opposition the W K PL ratepayers. concluded that service of the 

utility would be ively affected by a ficant loss of goodwill. 

Mr. Anderson, however, did not argue that it was necessary for the 

Com mission to undertake a comparative of all bids. Rather, he It 

that there should be guidelines or criteria similar to those in the .A. 

that any Applicant should follow, prior to the Appl ion. 

The Commission notes, however, that the 

precisely the ones UtiliCorp in thei 

The Commission is satisfied that, as 

.A. Decision guidelines were 

Application (Exhibit 2, Tab F). 

as the potential purchaser 
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meets criteria, and any others which may be in a particular 

case, the public interest can be without i onerous conditions 

on the seller. Mr. Anderson agreed that Section 61 of the Act does not 

require that to qualify for approval there be no detrimental effects 

attributable to a transaction, but that the Commission is 

required to look at the entire transaction, and if in the Com m 

judgement the detriments are offset or exceeded by the potential 

benefits, then the test approval has been met (Transcript pp. 51 20- 5121 ). 

Mr. R.W. French on f of the Kootenay Okanagan Electric 

Consumers Association to give on the history of relat 

company, Missouri Public Service, and 

miss ion, its staff, and the Office of Pub! ic 

between UtiliCorp 

the Public 

Counsel. That evidence (Exhibit I 06), focussing on the petiod between 1979 

and 1983, essentially of a series of issued by the Missouri 

Commission with to the Applicant's Missouri Public Service division in 

that period, and the results of a management audit the Missouri 

mm 

Although Mr. French had not been asked prior to the hearing to comment in his 

filed evidence with to the merits of WKPL as a te for 

acquisition by UtiliCorp, it during cross-exa ination that Mr. French 

would have had difficulty with such a task. hen by Mr. Shannon to rate 

UtiliCorp he 

based on the 

Although 

11 1 don't think Jim qualified to make such a determination 

I have in front of m e. 11 p. 4200). 

certain issues raised in the Applicant's regulatory 

history, Mr. was unwilling to draw conclusions from them. In response 

to questions Mr. Macintosh at Transcript page 4324, he testified that, 

although he that the Commission had disallowed dues by the 

Applicant to two technical organizat he did not intend that any 
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inference should drawn the company. He also noted that 

Appendix 8 of Exhibit I 06 some concern about quality of service bu 

declined to respond when Mr. asked him to compare the Applicant•s 

quality of service with that of other M utilities (Transcript p. 417 

W Gathercole quoted the co comments regarding its 11 long and 

successful history of providing quality customer service at reasonable 

Mr. French that he had no knowledge of the quality of customer service 

provided the company to 1981, but was aware some problems they 

had in 1982 and 1983. He was not aware of any data or evidence 

since that time {Transcript p. 4182). 

Mr. French noted a number of rate applications the Commission 

awarded substantially than the utility applied for. Mr. Anderson 

concluded in ent that such large differences indicated that rate-making 

in Missouri is a much more adversarial process, which could increase the 

and cost of regulation it1 B.C. at the expense of the ratepayers 

(Transcript p. 5088). Mr. French, however, had testified earlier that it was 

neither unusual, nor a common practice in Missouri and that he could not draw 

any conclusions from it (Transcript p. 4168). 

evidence at this hearing was at times somewhat conflicting. 
During cross-examination by Mr. Bauman, Mr. French stated that the Office 

Public Counsel did review UtiliCorp1s Application to the Missouri mmission 

regarding W K PL, but did not express any concerns with respect to the 

proposed acquisition (Transcript p. 4195). When ioned, however, he 

that based on Utili conduct and reputation before the Missouri 

regulatory authorities, if the company were to seek to acquire another utility 

in Missouri, the initial reaction of the Office of Public Counsel would be 

(Transcript p. 4223). Mr. also testified that the company had 

more ms wi 

utilities but that 

(Transcript p. 4196). 

mmission than one of the other 

of the utilities had problems 



cross-exam ion m Mr. French co mented 

with that once 

Utili decided to take a case to it all the way 11 

(Transcript p. intervenors concluded that this atti if 

m 

Mr. 

in Missouri and, as 

Mr. in 

regulatory climate is 

p. 5090). 

mission 

would unnecessary costs to 

that the company was not alone in that rP<~nP·r 

the Com conclusions drawn 

argument assum a utility into another 

to to that climate 

zes the and ty must be 

to the maintenance of a quality of service that ill both eet the 

ents of W K custo ers and encourage economic in 

the Kootenay 

at the ion of 

the quality mission some difficulty with any 

attempt to use evidence on the 

performance in 

M as a necessarily valid conduct under 

ation in British do so is to assum 

prove to be of and eli mate. 

miss ion notes that was insufficient such an 

and that the Applicant in the space of less than five years, 

m to the es in seven di states 

evidence of any undue di Co mission 

,..,.,,..,..,.""''"'' zes that the basis concerns was the 

of the relatively 

ation the 

mm believes 

attributable to the relatively adversarial 

participants in 

Applicant in its response to 

Commission. 

in issouri may be 

as normal 



Mr. a witness on the issue of the quality service in W K PL to be 

under Utili 

of the 

jurisdiction, at 

Public 

on role of the 

of the 

to the Applicant. 

unw iII nl"1lr"'<><OC:: to Utili 

to well 

in 

and 

since 1981 the Office of 

of the Public the 

has inevi rendered him adversarial with 

in the Com m 

as co 

com and his apparent reluctance to 

his 

lity 

on 

ficantly weakens his evidence. His statement 

to ake a in at ion based on the 

(Transcript p. 4200) leaves the Commission 

and as noted the Com m without the 

of all the factors which led to the ments 

Mr. as 

Commission evidence that w iII an assu ion 

that, li ity WKPL 

ine. In light No. 3, to 11 

the ity of service as good or better than it is now than it would have 

and 

m lities and mandate under the in view of the 

ensure that ism the mm that there are no 

detrimental effects to either the utility or its customers and 

attributable to the quality of service issue. 

at 



I I. Economic ent 

A number intervenors took the lion that on:lP<)Se~a sale of K PL to 

Utili would detrimental effects on the econom deve ent of the 

Okanagan/Kootenay of the In his fi at the 

Mr. described Utili tion WKPL as 

rather than investment in British lumbia. He ment 

as 11 an infusion of money with a n into a locality to set up 

new or increase the productivity of an , and 

that 11 Utili proposes to do p. 

In the of Finance for minco, Mr. 

testified that as a result of "'"''"'" ... vi tures about $700 m i Ilion on the zinc 

at Trail and commitments and 

Com inco 11 found itself with more debt than was ate if it as to 

to concentrate on the continue as a vi operation 

that it knows best. 11 requires the 

from the sale of and m the 

sale of other assets, to the are at the 

core of its • (Transcript 2 

In his final Mr. Macintosh al to Mr. 

that $so m iII ion influx to the area 11 is now ne<~ae!a 

evidence and 

minco for 

expenditure in its with a direct employment benefit 

West region. 11 He went on to that influx of U.S. 

capital wi II apparently result in increased e ent in province, or at 

m in the 

otherwise have been 

With 

ongoing economic 

Mr. fied Utili 

in this of Cominco 

p. 471 

ability to effectively promote and the 

the and in his 

has ty 11 to economic 
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ent efforts in the service areas ied iii U.S. divisions, 

LJ<::•~a~..~::."" we see that as a to the communities involved, customers, 

and is obviously a benefit to the utility itself." He went on to ain 

Utili to WKPL in active economic ent 

by supplying economic after developing a 

know ledge of the Kootenay and its needs 

economic development groups and 

personal contact with 

ial customers, wou 
11hopefully 11 with such active 

encourage existing ones to "'v''"'"'r'ri 

attract some new businesses 

(Transcript p. 

In his was 

testimony, citing Utili 11 al most 

ov•·'"'"''""""'·~'~ this opinion stating that 11 Uti li Corp, at 

any idea of what of this area are, nor 

of plan as to just what it may do for us. 11 

Conclusions 

The mm zes the i of the 

of Mr. 

of this 

at this time, 

, and 

it any kind 

p. 

policies 

and programs of both the al and federal governments in promot ng 

econom ent and creation. It zes vital role 

that the availability of low-cost power must continue to ay in 

economic ment British Columbia. in other 

sections of this Decision, the evidence in 

would 

power from WKPL. 

While the Commission shares Mr. 

immediate or results from 

econom development activity, the mm 

does not """~~~~--·<• 

ze the continued avai 

ith 

lity of 

to any 

in 

Utili activity not prove to a detriment to WKPL or its customers. 
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m further al the lion itself may 

not qualify as economic deve ent or create new the infusion of 

$80 mill ion into the and of m 

that could not in any way a detriment to the 

utility or its custo ers and is in the ic interest. The mmission 

notes that Utili commitment to aintain WK head office and 

management function in Trail would preserve an important of jobs 

m a significant contribution to the economy of the 

area. 

I 2. tion 

mmission is conscious the 

and at times vehement opposition to the prc::m<)Se,Cl 

of sincere pub I ic concern 

acquisition by Utili 

that was so 

Attendance at the 

w m anything ever 

such that a nu 

the 

record 

on matter. 

a 

mmission. The 

was 

have a fair and thorough r\t"\lr\nl~T for all concerns and 

heard. Not the 

seen as a potential threat to ei 

services as electricity. 

the 

sensitive to anything 

ity or cost of such essentia 

The Utili mission which determines the basis on 

Commission carries out its li ties, fies the 

mm duty to protect the ic and is silent on the 

It is that the two cannot be the same 

on public of same 

inform at ion required for a reasoned determination of what is in the pub I 

overall. In the nr,:u::.,,n 

made little effort to adequately 

case, it is on the record that 

and reassure the affected publ 

ications of its to sell K PL. a result, and before the 

inco 
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even com m well-m ly 

created a level of public opinion in 

of consumer groups 

tion. 

publ fears and concerns, a 

lines or ation controll 

as essential 

and justifiable 

ficantly relieved the 

in part to of ei 

investment in what are w 

in the Co view were entirely 

in the circumstances. were 

fie absolute commitments offered 

not 

the 

Applicant for that purpose, and of which intervenors were ith few ions 

ical. 

As indicated heretofore in this Com ission acknowl and 

and to the Commission in this 

unusually difficult and controversial matter ic icipation on the 

demonstrated at the without which some issues of concern to 

the ic m have been overlooked or 

mission. The extensive exposure 

considered the 

to the 

respect to the many is.sues involved in the sale of the 

utility, in Com m view did somewhat but did not lim 

ic 

recognition some of the intervenors 

in the 

powers 

in the 

should be 

and lity under Act, and their 

event of a mission decision to approve the sale, 

to appropriate conditions of sufficient and duration to 

the ic interest in the 

Conclusion 

the level of 

that 

or a reasonable ,.,,,,.."''"' of 

ingly, the on the Utili 

been based upon the 

to m 

where 

ic tion at 

lity, should influence its 

the 

either facts 

Accord-

and KPL Applications in this matter has 

mandate under Section 61 of the Act with 

ith those teria in the 

ate. 



VII THE DECISION 

jurisdiction of the Com m 

ion 61 of the Utilities 

the jurisdiction to control 

in the before t is set out in 

mission not 

investment in a on the 

basis of nationality. As noted in 

mission 

ion II 

the 

the 

of the 

would have any detrimental effects on KPL and its custom 

under 

ln the 

the 

6 of 

to of 

indicate that there wi I no 

net 

:::.rlrirt:>c::<.:t'l•rl in this 

detriment to WK 

to the orc,oo:sed 

ers, or to the ic interest 

of utili Utili 

certain conditions are i m to ensure that WKPL continues to be 

in a manner 

concludes that the 

loped criteria 

and 

with the public interest. The 

ion 

to t 

Utili 

ic in 

to Section 61 of the Utilities 

Com mission approves the Applications as filed Utili 

to 

case, upon Utili United Inc., Utili British 

m 

that 

ally 

est 

Power and L Company, imited and their successors and 

conditions are an of 

Applications is in on of the ic 

they 

l. Utili and WKPL will not take any 
measure direct or purpose or 
from the customers of KPL any premium over 
li United or Utili for the of W K 
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Utili will not cause and W KPL will not 
divert power or energy WK actual 
or customers to any use may not use or 
cause to be used such power or energy for an ov,,ru~t or non-utili purpose. 

3. Utili Uni 
not cause WKPL to alter 

water levels 
ms which are dam m 

4. UtiliCorp United and UtiliCorp with whatever 
to obtain the full form of financial support is necessary to allow 

benefit of Utili and Utili ability, 
including without limitation, of WKPL and 
providing the full faith and credit of Utili B.C. 

5. UtiliCorp United and Utili will not cause WKPL and WKPL will 
not lend direct financial support to either Utili United or Utili 

in particular wi II not any indebtedness of theirs or 
thei affil 

WKPL will reduce its dividend 
five years. 

to 44 of its the next 

7. Utili United and Utili will cause WKPL to and 

9. 

maintain a board of directors co ng five directors 
within WKPL service area, two nominees of WKPL 

management resident in the service area and two nom of Utili 
Uni 

United and Utili 

WKPL will its 
least ten years from 
office and m ent 
Utili United 
WKPL. 

will cause WKPL to maintain an 

an investors. 

ent function in Trail for at 
and will m n the head 

WKPL service area for so long as 
own a controlling in 

I 0. Utili Corp United will not sell all or of its shares in Utili 
and UtiliCorp B.C. will not issue securities in such a way as to directly or 

ly convey a interest as 61 of the 
in Utili B.C. to any other person w of this 

mm 



I. UtiliCorp B.C. will retain in 
the five years from the date of 

3 

all dividends WKPL to it in 

of the Conditions not stipulating a specific time limit, shall 

remain in force so as UtiliCorp United and UtiliCorp British 

own WKPL. 

The m whi Appl 11objectives" listed 

in Appendix B to this Decision as desirable, zes that cannot be 

fairly imposed as conditions for approval. The Com mission will, however, 

expect UtiliCorp to make every effort to attain them, circumstances 

permitting. 

D D at the City of Vancouver, in the Province of British Columbia, 

this 30th of June, 1987. 



BEFORE: 

PROVINCE OF BRITISH COLUMBIA 

BRITISH COLUMBIA UTILITIES COMMISSION 

IN THE MATTER OF the Utilities Commission 
Act, S.B.C. 1980, c. 60, as amended 

and 

IN THE MATTER OF Applications by 
UtiliCorp United Inc. and 
Utili Corp British Columbia Ltd.; and 

BRITISH COLUMBIA 
liTILITlES COMMISSION 

ORDER 
NUMBER __ G_-3_l_-_S_? __ 

West Kootenay Power and Light Company, Limited 

M. Taylor, 
Chairman; 
D.B. Kilpatrick, 
Commissioner; and 
B.M. Sullivan, 
Commissioner 

0 R D E R 

) 
) 
) June 30, 1987 
) 
) 
} 

WHEREAS on September 12, 1986 UtiliCorp United Inc. 

(•UtiliCorp') and UtiiiCorp British Columbia Ltd, {"UtillCorp B.C."} applied 

pursuant to the provisions of the Utilities Commission Act ('the Act') and in 

particular Section 61 thereof for an Order of the Commission approving the 

acquisition by UtiliCorp B.C. of a reviewable interest, being all of the issued 

,and outstanding Common shares and Preferred shares of West Kootenay Power 

and Light Company, Limited ("WKPL"); and 

WHEREAS on September 16, 1986 West Kootenay Power and 

Light Company, Limited applied for approval of the Commission to register on 

the books of WKPL the transfer of Common and Preferred shares from 

Comlnco Ltd. ("Comlnco"), and the Preferred shares from Canadian Pacific 

Enterprises Ltd., to Utili Corp or Utili Corp B.C.; and 

WHEREAS pursuant to a Notice of Public Hearing published 

in October 1986, the hearing commenced in Trail, B.C. on Monday, 

November 3, 1986, to continue at Penticton, B.C. on Wednesday, November 12, 

1986; and 

FOURTH FLOOR, BOO SMITH[ STRff.T. VANCOUVER, B C. Vf>Z 2C' CANADA 
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WHEREAS the hearing subseQuently resumed at Penticton, 

B.C. on November 24, 1986, adjourning on November 25, 1986 and resumed on 

January 19, 1987 at Kelowna, B.C., adjourning on Friday, February 6, 1987; and 

WHEREAS the Commission has carefully reviewed all of the 

evidence and arguments on behalf of the Applicants and other interested 

parties heard in public forum through 25 days. 

NOW THEREFORE the Commission hereby orders as follows: 

I, The Applications by Utili Corp United Inc. and 
UtlliCorp British Columbia Ltd. are approved subject 
to the following conditions, any of which not 
stipulating a specified time limit, shall remain in force 
so long as UtiliCorp United Inc. and UtiliCorp British 
Columbia Ltd. own WKPL: 

I. UtiliCorp United, UtiliCorp B.C., and WKPL will 
not take any step or adopt any measure which has 
the direct or indirect purpose or effect of 
recovering from the customers of WKPL any . 
premium paid over book value by UtiliCorp United 
or Ut!liCorp B.C. for the shares of WKPL. 

2. UtlliCorp United and UtillCorp B.C. will not 
cause and WKPL will not divert power or energy 
reQuired in any way whatsoever by W KPL 's actua I 
or potential customers to any other use and, in 
particular, may not use or cause to be used such 
power or energy for an export or non-utility 
purpose. 

3. UtiliCorp United Inc. and UtiliCorp B.C. Ltd. will 
not themselves and will not cause WKPL to alter 
the basis or procedures for determining the 
appropriate water levels in the Kootenay Lake 
systems or in the river systems which are dammed 
as part of WKPL's water storage assets. 

4. UtiliCorp United and UtiliCorp B.C. will provide 
WKPL with whatever form of financial support is 
necessary to allow WKPL to obtain the full 
benefit of UtillCorp B.C. and UtiliCorp Unlted1s 
financing ability, including without limitation, 
guaranteeing the indebtedness of W KPL and 
providing the full faith and credit of UtiiiCorp 
United and UtlliCorp B.C. 

5. UtiliCorp United anQ. UtiliCorp B.C. will not 
cause WKPL and WKPL will not lend direct 
financial support to either UtiiiCorp United or 
UtiliCorp B.C. and in particular will not 
guarantee any indebtedness of theirs or their 
affiliates. 

6. WKPL will reduce its dividend payouts to 44% of 
its earnings for the next five years. 

• •• /3 
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7. UtiliCorp United and UtiliCorp B.C. will cause 
WKPL to elect and maintain a board of directors 
comprising five independent directors resident 
within the WKPL service area, two nominees of 
WKPL management resident in the service area 
and two nominees of UtiliCorp United. 

8. UtiliCorp United and UtiliCorp B.C. will cause 
WKPL to maintain an efficient capital structure 
satisfactory to the Commission and UtiliCorp 
United or UtiliCorp B.C. will contribute equity 
within three months of any request by the 
Commission to achieve or maintain the required 
capital structure. If UtiliCorp United or 
UtiliCorp B.C. are unable or unwilling to 
contribute the required equity themselves, they 
will, without delay, cause WKPL, and WKPL will 
use its best efforts, to make an offering of and to 
issue, equity securities to Canadian investors. 

9. WKPL will retain its head office and management 
function in Trai I for at least ten years from the 
date of this Decision and will maintain the head 
office and management function in the WKPL 
service area for so long as UtiliCorp United 
and/or UtiliCorp B.C. own a controlling interest 
in WKPL. 

10. UtiliCorp United will not sell all or part of its 
shares in UtiliCorp B.C. and UtiliCorp B.C. will 
not issue securities in such a way as to directly or 
indirectly convey a reviewable interest as defined 
in Section 61 of the Act in UtiliCorp B.C. to any 
other person without the prior approval of this 
Commission. 

II. UtiliCorp B.C. will retain in Canada all dividends 
paid by WKPL to it in the five years from the 
date of this Decision. 

I I, The Appl icalion by West Kootenay Power and Light 
Company, Limited is approved. 

DATED at the City of Vancouver, in the Province of British 

Columbia, this 30th day of June, 1987. 

BY ORDER 

Chairman 
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es or rights, or by any means, direct or indirect, merge, amalgamate or consoli
ole or in part its property, franchises, licences permits, concessions, pivileges 

or rights 'th those of another person. 
(2) The ommission may give its approval under this section subject to conditions 

and requiremen considered necessary or desirable in the public interest. 

60. 
person 

1980-60-59; 1982-54-18, proclaimed July 28, 1982, effective July 9, 1982. 

all not consolidate, amalgamate or merge with another 

(a) overnor in Council has first received from the 
commission a report u r this section including an opinion that the 
consolidation, amalgamatio or merger would be beneficial in the public 
interest and has, by order, con nted to the consolidation, amalgamation 
or merger, and 

(b) except in accordance with an order de under paragraph (a). 
(2) Every application for consent of the Lieut ant Governor in Council under 

subsection (1) shall be made to the commission by the blic utility. 
(3) The commission shall inquire into the application may for that purpose hold 

a hearing, and on conclusion of its inquiry, it shall, 
(a) where it is of the opinion that the consolidation, lgamation or merger 

would be beneficial in the public interest, submit its r 
the Lieutenant Governor in Council, or 

(b) dismiss the application. 
(4) The Lieutenant Governor in Council may, in an order under sub ction (1), 

include conditions and requirements that he considers necessary or advisable. 
(5) Where a public utility gives notice to its shareholders of a meeting of 

holders in connection with a consolidation, amalgamation or merger, it shall set fo 
the notice the provisions of this section and shall file a copy of the notice with the 
commission at the time of mailing to the shareholders. 

t9R? .. j4 .. 19 prqc'ajm;Q.Jp!y 78 '0Sla e[frcLi.,v· hrl]' 9 1 982 

Reviewable interests . 
61. (1) In this section 

"offeree" means a person to whom a take over bid is made; 
"offeror" means a person, other than an agent, who makes a take over bid arid includes 2 

or more persons 
(a) whose bids are made jointly or in concert, or 
(b) who intend to exercise jointly or in concert any voting rights attaching to 

the shares for which a take over bid is made; 
"take over bid" has the same meaning as in the Securities Act; 
"voting share" means a share which has, or may under any special rights or restrictions 

attached to the share have, the right to vote for the election of directors arid for this 
purpose "share" includes a security convertible into such a share arid options arid 
rights to acquire such a share or such a convertible security. 

2419/84 23 
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(2) For the purposes of this section, persons are associates where 
(a) one of the persons is a corporation 

(i) of which more than 10% of the shares outstanding of any class of 
the corporation are beneficially owned or controlled, directly or 
indirectly, by the other person, or · 

(ii) of which the other is a director or officer, 
(b) each of the persons is a corporation and 

(i) more than 10% of the shares outstanding of any class of shares of 
one are beneficially owned or controlled, directly or indirectly, by 
the other, or 

(ii) more than 10% of the shares outstanding of any class of shares of 
each are beneficially owned or controlled, directly or indirectly, by 
the same person, 

(c) they are partners or one is a partnership of which the other is a partner, 
(d) one is the spouse or child of the other, 
(e) one is a trust in which the other has a substantial beneticial interest or for 

which the other serves as trustee or in a similar capacity, 
(f) one is a relative of the other or of the other's spouse and has the same home 

as the other, or 
(g) they are obligated to act in concert in exercising a voting right in respect of 

shares of the utility, 
and for the purpose of this definition 

(h) "spouse" includes a man or woman not married to each other who are 
living together and have lived together as husband and wife for a period of 
not less than 2 years, and "child" includes a child in respect of whom that 
person stands in place of a parent, and 

(i) where a person has more than one associate, those associates are associates 
of each other. · 

(3) For the purpose of this section, a person has a reviewable interest in a public 
utility where he owns or controls, or he and his associates own or control, in the 
aggregate more than 20% of the voting shares outstanding of any class of the utility. 

(4) A public utility shall not, without the approval of the commission, issue, sell, 
purchase or register on its books a transfer .of shares in the c.apit~l of the utili:y ?r create or 
attach to any shares, whether issued or umssued, any spectal nghts or restnctwns where 
the issue, sale, purchase or registration or the creation or attachment of the special rights 
or restrictions would 

(a) cause any person to have a reviewable interest, 
(b) increase the percentage of voting shares owned by a person who has a 

reviewable interest, 
(c) be a registration of a transfer of shares, the acquisition of which was 

contrary to subsection (6) or (7), or 
(d) increase the voting rights attached to any shares owned by a person who 

has a reviewable interest. 

(5) Failure of a public utility to comply with subsection (4) does not give rise to an 
offence where the public utility acts in the bona fide belief based on an enquiry made with 
reasonable care, that the issue, sale, purchase or registration, or the creation or attach-

24 24/9184 
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ment of the special rights or restrictions, would not have the effects referred to in 
subsection (4) (a) to (d). 

(6) No person shall acquire or shall acquire control of such numbers of any class of 
shares of a public utility as in themselves or together with shares already owned or 
controlled by the person and his associates, cause him to have a reviewable interest in a 
pub!ic utility unless he has obtained the commission's approval. 

(7) Except where the acquisition or acquisition of control does not increase the 
percentage of voting shares held, owned or controlled by the person or by the person and 
his associates, no person having a reviewable interest in a public utility and no associate 
of that person shall" acquire or acquire control of any voting shares in the public utility 
unless he has obtained the commission's approval. 

(8) The commission may give its approval under this section subject to conditions 
and requirements it considers necessary or desirable in the public interest, but the 
commission shall not give its approval under this section unless it considers that the 
public utility and the users of the service of the public utility will not be detrimentally 
affected. 

(9) Where the commission determines that there has been a contravention of 
subsection (4), (6) or (7), the commission may, on notice to the public utility and after a 
hearing, make an order imposing on the public utility conditions and requirements 
respecting the management and operation of the utility. 

(1 0) No proceeding shall be brought against the commission or the government by 
reason of the exercise by the commission of its powers under subsection (8) or (9). 

(11) Every offeror who makes a take over bid for shares of a public utility shall 
(a) file a copy of the take over bid and all supporting or supplementary 

material with the commission within 5 days after the date the material is 
first sent to offerees, and 

(b) include in or attach to the take over bid a notice setting forth the provisions 
of this section and stating the number, without duplication, and designa
tion of any shares of the public utility held by the offeror and his associates. 

( 12) Nothing in subsection ( 11) relieves a person from any requirement of or under 
the Securities Act or its regulations. 

1982-54-20, proclaimed July 28, 1982, effective July 9, 1982; 1984-25-6~: 

( 1) The commission may ascertain by appraisal the value of the property of a 
ublic utility and may inquire into every fact that, in its judgment, has a bearing on that 

va 'ncluding the amount of money actually and reasonably expended in the undertak
ing to fu · service reasonably adequate to the requirements of the community served 
by the utility at community exists at the time of the appraisal. 

(2) l.n making praisal the commission shall have access to all records in the 
possession of a rnunicipa or any ministry or board of the government. · 

(3) The commission, in its appraisal under this section, may order that all 
or part of the costs and expenses oft mmission in making the appraisal shall be paid 
by the public utility, and that the utility pay mount as the work of appraisal proceeds, 
and the certificate of the chairman of the corn · ion is conclusive evidence of the 
amounts so payable. 

(4) Expenses approved by the commission in connecti ith an appraisal, includ-
ing expenses incurred by the public utility whose property is appr , shall be charged 
by the utility to the cost of operating the property as a current item o 

2419/S4 
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MMITMENTS AND OBJECTIVES 
ILICORP UNITED INC. ------ and 

iEARING No. 

116._._ 
ENTEREO BY T§MI~~RP BRITISH COLUMBIA LIMITED 

IJitLI U~p Jfft·· i 
. Con<>Hila~;Jng the Acquisition of 

West Kootenay Power and Light 
Reflecting Testimony Filed and Presented Orally 

in Commission Hearings 
November 1986 - February 1987 

Absolute Commitments 

UtiliCorp United and UtiliCorp British Columbia will not: 

1. Seek to recover the premium paid over book value for West 
Kootenay Power through West Kootenay's rates or through West 
Kootenay in any other way. 

2. Divert power from West Kootenay Power and the service of its 
customers for UCU's own use for any other export or non-utility 
purpose to the prejudice of West Kootenay customers. (won't 
divert it from West Kootenay customers or some other market) 

3. Play a role in changing the manner of determining water levels 
in the Kootenay Lake systems or in the river systems which 
are dammed as part of West Kootenay's assets. 

UtiliCorp United will: 

1. Be listed on the Toronto Stock Exchange. 

UtiliCorp United and UtiliCorp British Columbia will: 
(1) 

1. Give full faith and credit and/or a guarantee in order 
to allow West Kootenay to obtain the benefit of UtiliCorp 
British Columbia and UtiliCorp United's financing ability. 

2. Reduce the dividend payout ratio of West Kootenay Power to 
UtiliCorp British Columbia to 44% of earnings (this is a 5 
year commitment) 

3. Elect a Board of Directors for West Kootenay Power that will 
have five independent local residents, two local West Kootenay 
appointees and two UCU appointees. 

4,\ Maintain an efficient capital structure for West Kootenay 
Power and provide equity for that purpose within 3 months of 
any request from the B.C.U.C. to that end. 

(1) words "form of" were deleted, Transcript p. 4765. 
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5. Keep the head office and management function of West Kootenay 
Power in Trail for 10 years, and absolutely not move it from 
Trail within the next 10 years and not move it outside the 
service area for as long as UBC and UCU own WKPL. 

6. Apply to the B.C.U.C. pursuant to Section 61 of the Utilities 
Commission Act for any sale of UCU's shares in UBC which would 
constitute a reviewable interest. 

7. Provide that dividends paid out of West Kootenay Power into 
UtiliCorp British Columbia in the first 5 years, remain in 
Canada. 

Objectives 

It is the objective of UtiliCorp United and UtiliCorp British 
Columbia to: 

1. Expand only within the utility business. 

2. Maintain as low as possible rates for West Kootenay Power and 
lower than they would have been if Cominco had retained 
ownership. 

3. Keep the quality of service as good or better than it is now 
and than it would have been if Cominco had retain[~ ownership. 

to 
4. Not replace West Kootenay Power management and~give them a 

large degree of autonomy. 

5. Maintain regional offices as they are now. 

6. Within the foreseeable future, West Kootenay Power dividends 
will, to a large extent, be reinvested in West Kootenay Power. 

7. Not change the purchasing practices of West Kootenay Power 
with respect to the purchasing of Canadian and British 
Columbian goods. 

Any commitment above, which does not have a time limit stipulated, 
runs in perpetuity so long as UtiliCorp United and UtiliCorp 
British Columbia own West Kootenay Power. 

(2) the word "to" was added between the words "and" and "give" (Transcript p. 4767). 



MINISTER RESPONSIBLE 
FOR INVESTMENT CANADA 

Mr. Richard c. Green, Jr. 
Chairman ofhthe Board 
Utilicorp British Columbia Ltd. 
2~00-595 Burrard Street 
P.O. Box 49200 
Vancouver, British Columbia 
V7X lLl 

Dear Mr. Green: 

MINiSTRE RESPONSABLE 
D~NVESnSSEMENTCANADA 

Our File: 210/0171-1 

December 24, 1986 

~;;COLUMBIA UTILi"'IES COMMISSION 

Re: Investment by Utilicorp British Columbia Ltd. 
to acquire control of the business carried on by 
West Kootenay Power and Light Company, Limited 

We have concluded our review of your application and are 
satisfied that your investment is likely to be of net benefit to 
Canada. ~his constitutes approval of your investment pursuant to 
the Inves~ment Canada Act. 

In considering the proposed transaction, I was cognizant of 
the fact that your proposal is subject to review by the British 
Columbia Utilities Commission, and that a public hearings process is 
well under way to help the B.C.U.C. reach its conclusions. I am 
sure you will appreciate that my decision under the Investment 
Canada Act has a different basis than that which governs the 
B.c.u.c., and has, therefore, no bearing on the ultimate decisions 
of the Commission pursuant to its legislation. 

Yours sincerely, 

Michel cote 

bee: Gowling & Henderson 

Ottawa, Canada K1 A OHS 
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Waneta Plaza, 8100 Rock Island Htgloway, Trail, B.C. 
Tel. (604) 368·3321/Telex 041·4417 

J.W.M. Wilson 
Cor?orate Counsel 

February 11, 1987 

British Columbia Utilities Commission, 
4th Floor, 800 Smithe Street, 
VANCOUVER, B.C. 
V6Z 2El . 

Attention: Mr. A.C. Michelson, 
Commission Secretary 

Dear Sir: 

Re: Operating Agreements between Cominco Ltd. and 
West Kootenay Power and Light Company, Limited 

ADDHESS 
Box 130, Trail, B.C. V1R 4L4 

FEB 1 6 1987 

D 

west kootenay power 

Pursuant to the direction in the Commission's decision of May 31, 1983 that all future 
agreements between Cominco and the Company be submitted for approval, we enclose for 
Commission review and approval executed copies of three operating agreements between 
Cominco and West Kootenay: the Facilities Sharing Agreement, the Management Agreement and 
the Interconnection Agreement. 

To put the documents in perspective, the Facilities Sharing and Management Agreements, 
together with the previously approved Sale of Surplus Power Agreement (as amended), 
replace the "Omnibus'' Agreement of January 1, 1975. The Interconnection Agreement is new, 
as interconnection of Cominco and West Kootenay facilities had not previously been provi
ded for in a written agreement. 

Several revisions have been made to the draft agreements forwarded on January 9, 1987 to 
Mr. C.W. Sanderson as Commission Counsel at the UtiliCorp hearing. Marked copies indica
ting these changes are also enclosed for ease of reference. In my opinion, the changes 
are not of a substantive nature. Copies of the executed agreements have also been filed 
as exhibits at the recent hearings in Kelowna on the UtiliCorp application. 

We would be pleased to answer any questions the Commission may have in reviewing and 
approving these agreements. 

Yours very truly, 

9f~J1~ 
J.w.U. Wilson, 
Corporate Counsel 

JWMW:kdb 
Encl. 

cc G.L. Manuel, Cominco/Vancouver 
R.D. Deane, Cominco/Trail 
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Exhibit #39 

Arrangements to be Reduced to Writing between West Kootenay and Cominco 

1. Provision of tenure to West Kootenay where West Kootenay has facilities 
on Comi nco 1 and. 

2. Conclusion of three new agreements to replace the present "Omnibus 
Agreement", providing for the management of Cominco hydro-electric 
generation and transmission facilities, the sharing of certain Cominco 
and West Kootenay facilities, and for the interconnection of the West 
Kootenay and Cominco systems at certain points. 

3. Provision of firm power from Cominco on a three-year rolling basis, in 
addition to 75 average annual megawatts of firm power up to 1990, to be 
incorporated as an amendment to the Sale of Surplus Power Agreement. 

4. Joint installation of a shared System Control and Data Acquisition 
( SCADA) system. 

5. West Kootenay access to Cominco•s transmission line to the United 
States. 

BRITISH COLUMBIA UTIUTIES COMMISSION 

November 10, 1986 EXH IT 
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West Kootenay Power and 
Light Canpany, Limited 

Waneta Plaza 
8100 Rock Island Highway 
Trai 1 , B.C. V1R 4N7 

March 18, 1987 

Attention: Mr. J.A. Drennan, President 
and C h1 ef E xecut 1 ve 0 ffi cer 

Dear Sirs: 

Re: SALE OF SURPLUS PO\IER AGREE r-ENT 

1) Five-Year Rolling FiMI to West Kootenay 

f 

II 

APPENDIX F 
Page l of 2 

A Division of Com/nco Ltd. 

Th1 s 1 etter 1 s further to our 1 etter of May 30, 1986 from 
Mr. W.G. Wilson to yourself, in which Com1nco offered to firm 
up surplus Cominco power for sale to West Kootenay on a 
three-year rolling basis. Our 1 etter was wrftten in the· 
course of and as a result of issues arising out of a British 
Columbia Utilities Commission hearing regarding long-term 
purchases of power by West Kootenay from B.C. Hydro. The 
offer was intended to ass1 st West Kootenay in resolving the 
matters then under consideration. 

We understand that as a result of the B.c.u.c. decision on 
that matter, West Kootenay will be bound by nom1 nat1 ons to 
B.C. Hydro two years in advance until 1990. and five years in 
advance thereafter. We further understand that the avail a
bility of firm Caninco power on an advance basis of up to 
f1ve years would enhance West Kootenay's ab111ty to utilize 
Caninco•s surplus power and minimize 1ts dependence on the 
more expensive B.C. Hydro power. 

In our May 30, 1986 letter, reference was made to additional 
firming on a three-year basis as that period of time is typi
cal of the time required by Cominco to plan, design, con
struct and commission a large industrial project. As dis
cussed during the recent BCUC hearing on the proposed Utili
Corp acquisition, Cominco 1s now prepared to firm a portion 
of its surplus up to five years in advance, to the extent 

500.2/u(l) 
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that the amount firmed up each year does not unreasonably 
restrict Cominco with respect to expand1ng Cominco industria1 
load~. Com1nco wnr retain an appropriate buffer, which 
during the fourth and fifth years of any :fi rrni ng wi 11 be 
eQual to one-third of its projectod surp1us poW!:!rt or at 
1 east 30 aaMW to retain a degree of n ex ib1 1 1 ty. A1 so, the 
periods of firm1ng 1n bdvance by Cominco are not to be 1n 
excess of the nomination per1ods 1n wh~ch West Kootenay will 
bo ti,..,,.r ob1~~<l.~cd to Cl.C. ll.rdro. 

2. Sale of I_nterruptible Energy to West Kooten~ 

This is to conf1rm a.lso that as discussed during the recent 
B.C.U.C. hearing on the proposed Uti11Corp acqu1s,tion, 
Cominco 1s prepared to agree to remove the word 11 1mmediate 11 

in Clause 1 (n of th! Sa1e of Surp1us Power Agree11entt 
thereby enab11ng West Kootenay, if 1t so chooses, to store or 
equic:hange Interrupt1bie Energy purchased fran C0011 nco prior 
to resa1 e w1 th1 n the West Kootenay service area. 

Yours truly. 

-rL 
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e commission may, after a hearing held on its own motion or on complaint, 
(a) a in and fix just and reasonable standards, classifications, rules, 

practice ervice to be used by a public utility, 
(b) ascertain and equate and reasonable standards for measuring quan-

tity, quality, pressur , · itial voltage or other conditions of supplying 
service, 

(c) prescribe reasonable regulations 
service, 

(d) establish or approve reasonable standards for ac 
measurement appliances, and 

(e) provide for the examination and testing of appliances used t 
service of a utility . 

..-~.--------------------~19~&~Q4A~~~4~·~19~8~l.~IQ~?~f~cr~c.~s'~i"•t!Q0e~'ciwH+~~~~~~~~~~~~cg~.~99~51~e~3)~. ______ _._ 

Joint use of facilities 

32. ( 1) Where the commission, after a hearing, finds that public convenience and 
necessity require the use by a public utility of conduits, subways, poles, wires or other 
equipment belonging to another public utility, and that the use will not prevent the owner 
or other users from performing their duties or result in any substantial detriment to their 
service, the commission may, if the utilities fail to agree on the use, conditions or 
compensation, make an order it considers reasonable, directing that the use'or joint use of 
the conduits, subways, poles, wires or other equipment be allowed and prescribing 
conditions of and compensation for the use. 

(2) Where the commission, after a hearing, finds that the furnishing of adequate 
service by one public utility or the safety of the persons operating or using that service 
requires that wires or cables carrying electricity and run, placed, erected, maintained or 
used by another public utility be placed, constructed or equipped with safety devices, the 
commission may make an order it considers reasonable, about the placing, construction 
or equipment. 

(3) The commission, by the same or a later order, may direct that the cost of the 
placing, construction or equipment be at the expense of the public utility whose wire, 
cable or apparatus was last placed in point of time, or may, in the discretion of the 
commission, apportion the cost between the utilities. 

1980·60·32. 

33. (1) A public utility shall supply its service to premises situated withi m 
of its supply line or such lesser distance as the commission prescribes s · e for that 
purpose, on being requested by the owner or occupier of the premis · o so, but before 
supplying the service or making a connection for the e, or as a condition of 
continuing to supply the service, the public utility quire the owner or occupier to 
give reasonable security for repayment oft sts, as set out in the filed schedule of 
rates, of making the connection. 

(2) The commission m er a hearing and for proper cause, relieve a public 
utility from the obliga · o supply service under this Act or regulations on terms the 

· rs proper and in the public interest. 
19~0·60·33. 
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C. K. GUILD, Q.C. 1\9631 
W. ,J. SULLIVAN 
R. R. HOLM£.5 
,J, O. TRUSCOTT 
S. \... E.NTICKNAP 
M. M. MOSELEY 
C. G. HERB 
B.R.ROSE 
K. A. CAWK ELL 
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January 14, 1987 

British Columbia Utilities Commission, 
4th Floor, 
800 Smithe Street, 
Vancouver B.C., 
V6Z 2El. 

Attn: Mr. A.C. Michelson 
Commission Secretary 

Dear Sirs, 

RE; Public Hearing 
West Kootenay Power 
and Light Company Limited ("WKPL") 
Proposed Acquis ion by Utilicorp 

P. 0. Box 49170 

2000 BENTALL THREE 

595 BuRRARD STREET 

VANCOUVER, B.C. 
V7X IR? 

CABLE ADDRESS "MAYERS" 
TELEX 04-54548 

TELEPHONE 604-688-1221 

TELECOPIER 688-1315 

United Inc. and Utilicorp British Columbia Ltd. 

We acknowledge your letter of January 14, 1987 in the above 
noted matter. 

On behalf of our client, we wish to advise that it is 
B.C. Hydro's understanding that the change in ownership 
of West Kootenay Power & Light Company Limited is to be 
brought about by the sale of all of their common and 
preferred shares to Utilicorp British Columbia Ltd., a 
wholly owned subsidiary of Utilicorp United Inc. and that 
this sale does not alter the existing corporate ownership 
of physical plant or West Kootenay Power & Light 1 s 
contractual rights and obligations with B.C. Hydro and 
others. It is therefore B.C. Hydro 1 s view that its 
contractual and operating concerns and relationships~ 
including electricity exports, with West Kootenay Power 
&~ Light will be unaltered by the change in ownership. 



n 

We trust that this adequately responds to the Commission • s 
inquiry. 

Yours truly, 
GUILD YULE AND COMPANY 

c.c. Mr. C.W. Sanderson 
Lawson Lundell, 
Box 11506, 
2800- 650 West Georgia St., 
Vancouver B.C., 
V6B 4R7. 
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I 0-·~F NDT'J!\·:R OF' A!~ l'>PPLICATION BY 
COrHNCO LTO. {C0!-1INCO) FO!\ THS SALE 

Of SUHPLUS P0h'£R SERVICE AND AN EXE~iPTION 

f Rml PROVISIONS Of PARI' 3 OF THE ACT 

SALE OF SURPLUS POivER SERVICE AND EXEHPTION ORDER 

WHERSAS during the months of August, September and 
October, 1981, the British Columbia Utilities Commission (the 
Commission) heard two complementary applications made, on the 
one hand, by Cominco for an exemption from the provisions of 
the Act other than Part 2 and, on the other, by West Kootenay 
Power & Light Company Limited (WKPL) for a Certificate of 
Public Convenience and Necessity to purchase certain assets of 
Cominco; 

AND \·HiEREAS the transactions underlying the applica
tions were a proposed sale by Cominco of hydroelectric Pla~ts 
Nos. 2 (Upper Bennington), 3 (South Slocan) and 4 (Corra Llnn) 
on the Kootenay River to \·lKPL ·more particularly described in a 
Sale of Plants Agreement dated the 4th day of June, 1981 (Sale 
of Plants Agreement) and in an associated agreement entitled 
Sale of Surplus Power A<Jreement betw0en Cominco and WKPL dated 
the 21st day of November, 1980, dealing with electricity 
generated from Cominco's Plants Nos. 5 (Brilliant) and 6 
(Waneta) to WKPL which is surplus to Cominco's requirements; 

AND WHEREAS on the 2nd day of April, 1982, the 
Commission mane cer-tain recommendations to the Lieutenant 
Governor in Counci 1 conce.rn ing these ap? 1 ica t ions; 

AND \·mr: R.SAS the Lieutenant Gove en or in Council has 
considered the r-ecommendations of the Commission but due to 
circumstances which have changed since the Commission heard 
the .:1pplications the Lieutenant Gov~C;rnor in Council is um>lill
iny to approve the exemption on the terms and conditions 
prescribed by tlle Comniission; 

AND l.;'il£ REAS Comi nco is a person \Jho produces a powct· 
service primarily for its own purposes under the provisions of 
the Act; 
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1\ND vlHEREAS put:suant to section 27 of the Act the 
r1inister of Energy, i·1ines and Petr-oleum Resour-ces is empowered 
to authorize the sale of surplus power service and to exempt 
the pet"son sellin<J the power service fl·om provisions of Part 3 
specified in the ordet" subject to terms and conditions 
described thet"ein; 

AND Wllr:REAS the i·1inister considers it to be in the 
public interest that the proposed sale by Cominco to WKPL of 
hydroel~ctric Plants Nos. 2 (Upper Bennington), 3 (South 
Slocan) and 4 (Carra Linn) as aforesaid be completed in 
accordance with the terms of this Ot"der. 

THE ~HNISTER OF ENERGY, HINES AND PETROLEUM 
RESOURCES pursuant to section 27 of the i\ct het"eby authorizes 
Cominco to sell its surplus poweF service in accordance with 
the provisions Of this Order and exempts Carnine~ from the 
provisions of Part 3 of the Act with the except10n Of 
sections 47, 51 and 53 subject to the following conditions, 
namely: 

CONDITIONS 

1. On or before the 31st day of October, 1982, Cominco shall 
file with the Commission for approval: 

(a) amendments to the Sale of Plants Agreement providing 
for: 

(i) the transfer of ownership of Plants Nos. 2 
(Upper Bennington}, 3 (South Slocan) and 4 
(Corra Linn) and all related and associated 
generation and transmission facilities, 
together with all licences, permits and appro
vals necessary to enable the exercise of all 
rights of ownership and operation, to WKPL for 
a purchase pt"ice of T·wcnty Million Dollars 
($20,000,000}, such consideration to be paid 
and satisfied by the issue of two hundred 
thousand (200,000) common shares of HKPL; 

( i i.) the allocation or the purchase price between 
r~al propct·ty, uams and equipment, and 
buildings as the parties see fit; 

(iii) a closing date that will enable the transfer of 
assets to be completed on or before the 31st 
day of December, 1982; 

(iv) the change of Schedule B to reflect the method 
,)[ paymt:nt •)f the purchc1se price; 
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(b) a~endments to the Sale of Surplus ?ower Agreement 
pt·ovi.ding for: 

(i} a pcoccdure ... :hereby \'i'KPL ;r.ay, until the 31st 
day of December, 1990, elect to purchase from 
Cominco, and Cominco shall be required to sell 
as firm energy up to 75 average annual 
megawatts, (a.a.m.w.} on a calendar year basis; 

(ii) a right of first refusal to \'i'KPL of any further 
surplus; 

(iii) a procedure whereby Cominco and WKPL will 
contract in five year intervals for the sale 
and purchase of interruptible poio.•er during the 
period commencing on the lst day of January, 
1991, and terminating on the 30th day of 
September, 200 5; 

(iv) the price for power to be paid by \vKEL shall be 
as set out in the Sale of Surplus Power 
Agreement; 

(v) a force majeure proviso; .. 
(vi) a mechanism to adjust the price for reasonable 

actual contribution to replacement of capital 
costs in Schedule l; 

(vii) a grant of a right of first refusal in favour 
of WKPL to acquire Plants Nos. 5 (Brilliant) 
and 6 (Waneta) or either of them, together with 
any associated facilities until the 30th day of 
September, 2005; 

(viii) dates which will permit performance in 
accor-dance "' i th the foregoing amendments; 

(c) agreements with \1KPL for the common use of transmis
sion and switchin0 facilities so that facilities 
owned by each can be ope~atcd together as one 
integrated system. 

~. On or before the 31st day of Dt::cember, 1982, Cominco 
shall provide the Commission with evidence of the 
transfer of ownership of Plants Nos. 2 (Upper 
Ronnington), 3 {South Slocan) and 4 (Carra Linn) and all 
related and associated 9ene~ation and transmission 
facilities, tosethet: wii:.ll all licences, permits and 
.::~ppn)Vals necessat·y to enable the exercise of all ri9hts 
of ovJne~shir and opct·atinn, to viKPL tor a purchase price 
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of Twenty Million Dolla~s ($20,000,000), such considera
tion to be 9,1id and satisf.ieJ by the issue of two hundred 
thousand ( 200, 000) common shares of \·iKPL. 

3. Cominco shall not sell or otherwise dispose of Plants 
Nos. 5 (Brilliant} and 6 (Waneta) or either of them 
without the prior approval of the Commission. 

4. (a) WKPL shall forthwith submit to the Commission for its 
approval proposals to refinance WKPL to provide a 
better balance of debt and equity in the WKPL capital 
structure and to convert the sizeable short term bank 
borrowing into long term debt. 

(b) Comi nco sha 11 fot·thw i th in form the Hin is ter of its 
long term plans to redu~e Cominco's equity in WKPL to 
not more than fifty per cent (50%}. 

5. (a) Cominco shall provide to the Minister not later than 
the 31st day of July in each year of the term of this 
Order with a report as to its industrial load 
requirements and expansion plans projected for a 
period of five years. 

(b) Cominco'shall provide to the Minister not later than 
the 31st day of March in each year during the term of 
this Order a record of the previous calendar year 
transactions with ~'VKPL under conditions l(b)(i), (ii) 
and (iii). 

6. Cominco shall 

..., 
I • 

(a) file with the Minister on or before the 31st day of 
October, 1982, its undertaking to support any appli
cation ~ade by WKPL for approval to expand the gener
ating capacity at Plants Nos. 5 (Brilliant) and 6 
(Waneta) or either of them, for the purpose of 
increasing the power supply to WKPL; and 

(b) provide ccasonahlc assistance to WKPL, not including 
the provision of or 0uarantec of funding, for any 
such ap~' t ication. 

Cominco shall be permitted to sell to any customer 
outside of the Province of British Columbia, subject to 
obtaining an energy retnoval certificate, or any utility 
within the Province of Bt:itisll Columbia on an inter
rup~ible basis any part of the power service that is 
surplus to its requirements ond to the reCJuirements of 
WKPL imposed by this Order and the Sale of Surplus Power 
Ag t:eemcn t. 
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8. WKPL shall have obtained a Certificate of Public 
Convenience: and 1~·...!ccssity for t.he purchase of Plants 
Nos. 2 (Upper Uonnin<Jton), 3 (So:..1th Slocan) and 4 (Corra 
L.i n n) • 

Y. The appt"oval of the Commission pursuant to section 57 of 
the Act shall be obtained to the issue of 200,000 common 
shares of \vKPL to Cominco, being the consideration for 
the sale of Plants Nos. 2 (Upper Bonnin<Jton), 3 (South 
Slocan) and 4 (Corra Linn), not later than the 31st day 
of October, 1982. 

10. This Order ceases to have effect on the 30th day of 
September, 2005. 

Dated the 28th day of July , 1982. 

~=~ rti~r~M1nes.__ 
and Petroleum Resources 


