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IN THE MATTER OF THE APPLICATION) DOCKET NO. G-03493A-98-0563

OF NORTHERN STATES POWER
COMPANY FOR A WAIVER OF Decision No. £/X1]
COMPLIANCE WIFH A A C. R14-2-801

et seq.

o s e S

ORDER

Open Slecting
October 27 and 28, 1998
Phoonix, Anzom

FINDINGS OF FACT

i In Decision No. 61009, dated Juf}: 16,1998, the Commission approved NSP's
purchase of Black Mountain Gas Company, a natural gas and propane gas distribution company.

2 On July 24, 1998, the merger was consummated, the Certificate of Convenience and
Necessity was transterred and Black Mountain Gas became a division of NSP.

1 On September 29. 1998, Northern States Power Company (NSP) filed an application
for & wanver of comphiance with the Commission's Afftiliated Interest Rules (the Rules).

4 NSP and its subsidiary NSP-Wisconsin also provide clectric service to 1.4 million
customers i Minnesota, Wisconsin, North Dakota, South Dakota and Michigan and distribute
natural gas to over 430,000 customers in four of those states.  NSP also engages in non-utility
businesses through subsidiaries and other business combinations. One subsidiary. NRG. builds.
acquires. owns. operates and participates in energy related businesses in Australia and Germany.

Anothier subsidiary, Eloigne Company. invests in affordable housing projects. Subsidiary Fnergy

Masters International. Inc. is a natural gas and eonergy marketing company.
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3 In 1997 Black Mountain Gas' revenues were $3.3 million while NSP's total revenues
were $2.7 bitlion. At that tme Black Mountain served approximately 6,095 customers while NSP
served approvimatels 1.4 million clectric and 453,000 gas customers. Thus, the operations and
revenue of the restof NSP dwarfs those of the Black Mountain Division at the present time. Black
Meounton Division senves approximately 6,100 Arizona customers,

fs. The Mmnesota Public Utilities Commission (MPUC) maintains jurisdiction over
NAP'S rates, seeunty isuances, property transfers. mergers., transactions with affiliates. clectric
resource plans and gas supply related to utility services in Minnesota. Commissions in Michigan.
Wesconnn, North Dakota and South Dakoti also hold jurisdiction over NSP. The Federal Energy
Regulatory Commission tFERCY has jurisdiction over NSP's rates for certain interstate transactions
tnctudhing rates for electricity seld i interstate commerce, rates for inferstate wheeling and wholesaie
£a% ransPorbiion s

OnAarch 131990, the Conumission issued Decision No. 56844 adopting the Rules
to oversee the attilisted interests of public service corporations. On April 26, 1990, the Commission
psued Decsion Noo 36590 granting o stay of 1ts previous decision. On November 3. 1992, the
Commussion teucd Decision Nay SRO63. partially Hiting the sty

K NP s requesting a waiver for iseltand all of its affiliates from all of the Rules with
certam eneeptions. NSP has voluneered to file notices or applications for approval of organizations,
reorganizations or transactions which are likely 1o resaltin increased capital costs to NSP's Arizona
operations. resultim additional costs allocated w NSP's Arizona jurisdictioo, or result in a reduction
of NSP'S operations net operating meotne,

4 NS voluntary exceptions are similar to, but less restrictive than. waivers previously
granted by this Commisson for other utihities with multi-state operations and alfiliates such as

Cruzens Utihoes Company and Southwestern Telephone Company.

DECISION NO. é/;z/f/
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1o NSP believes that without a waiver, the volume of filings required to comply with
the Rules would create an unreasonable burden on both NSP and the Commission Staff. NSP also
believes thut securmy spproval for transacti. ns which do not involve NSP or NSP's Black Mountain
Privision would smpede the normal conduet of business by NSP entities. NSP further asserts that
s camprehensively regulated in multiple junisdicuons ensuring that NSP's activities are careiully
seratinteed

i Because the Black Mountun operations are such a small portion of total NSP
business and because NSP's investments 10 and wansactions with non-Arizona and non-regulated
atfiltes are sizificant, Statf recommends that NSP and its Black Mountain Division should be
granted partial warvers trom the Rules consistent with those recetved by other Arizona utilities.

12 However, the purpose of the Rules was 10 prevent utilities from endangering their
awsets throssh transactions with atfilistes and Sl sees no compelling reason why NSP should
revence a complee or broad waiver from the Rules,
i3 Statt recommends certain Hmited waivers to the Rules for NSP which would protect
the Anzona ratepavers without interfering with NSP's other interests in other states,

14 RE3-2-80% requires utilines and affiliates to file a notice of intent with the
Commission at beast 120 days pnior o organizing or reorganizing a public utility holding company.
Phis Rule waxmodificd by the Iifting of the stay to require a notice when a public utility holding
company §s orgamsed. acquires an inittal financiad interest in an attiliate, reorganizes. changes its
tan structure aid other simular circumstances. NS foes not appear to be a public atility holding
company under the Rujes. Hosever, W NSP §s ever restructured to become or form a holding
company . the provsions af this Rule shoudd apply. The Rule shor'd not be waived.

I3 RES2-804 apphies 1o transactions between utilities and their affiliates.  The Rule

Cud S from transacung business with an affiliate unless the affiliate agrees to provide the
Commission access 1o it books and records for purpos:s of investigating transactions between the

pubhic utihny and atfiliate

DECISION NO. {/ff‘// -
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1t also requires prior Commission approval for NSP to obtain a finascichinterest in affiliates
totabing an amount greater than 33.0 mitlion each year. The Rule also requires approval of certain
Joans 1o affitiates by NSP and requires approval of the use of utility funds to form or divest a
subsiduary.

16, St . also recommends that regarding R14-2.804 B.1 and 3. NSP only be required
10 seck and recetve prior Commission approval for the use of wtility funds o form or divestitself of
a subsidiary when the formation or divestiture 15 of a division or subsidiary subject 10 this
Conunisston's jursdicnon. A hmited waiver from R14-2-804 B.2 should also be granted allowing
N8P 1o mahe loans o atfiliates not regulated by this Commission without approval from this
Commssion,

-+
F

i R14-2-805 requires wulitics and public utility holding compamies w provide
diversification plans annually to the Commission. It also requires the utility to annually report
other mtormation such as the subsidiaries plans, financial statements of the subsidianies, allocation
procedures and allocation factors among the attiliates, the dollar amount and purpose of cach transfer
between the unthity and s affiliates along with contracts for purchases. sales or leases of goods or
read property between a utlity and its affifiates entered by the utlity and its atfiliates. Without a
waiver from this Rale. NSP would be required 1o report numerous transactions that do not have a
sigatficant atfect on us Arizona division.

18 Statf recommends a partial warver to R14-2-805 A and A 3. requiring NSP to repont
diversification plans only when providing such a deseription will not jeopardize or impair any
pendimg or anticipated ransaction. The deseription of the diversification transaction should then be
metuded with the carbiest subsequent annual tihing where provisien of the deseription would not
produce these negative results, The Reguirements of R14-2-803 A 4 shoulid be waived to the exten
that anly NSP's consohdated financial statements need o be tiled.

19 Rather than require NSP o {ile the bases for allocation of ail plant, revenue and

expenses o all ennues 1 the holding company structure pursuant to R14-2-803.A.6.,

DECISION NO, g£./2. 72/
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Staft recommends that NSP only file the bases for allocations made to the Black Mountain
Diviston, The annual filing of the dollar amount transferred between the utility and each affiliate
durnng the vear (R14-2-805.A 8} shouid be waived except for the amounts and purpose of transfers
between the Black Mountain Division and NSP and the Black Mountain Division and other NSP
affihates.

20, Staff also believes that contracts and agreements between NSP and its non-regulated
subsidiaries or subsidiaries under the jurisdiction of other states may not be currently relevant to the
Commission's oversight of NSP. Staff recommends that a waiver from filing such documents on an
annual basis as required in R14-2-805.A 10 and 11 be waived except for contracts and agreements
to which the Black Mountain Division 1s a party or a beneficiary. However, it should be noted that
this waiver does not foreclose the Commission or the Commission’s Staff from receiving all relevant
documents concerning afhiliates for matfers related 1o rate setting.

21, Siwaft believes that the waivers recommended above will maintain reasonable
Commussion oversight of potentially harmful transactions with affiliates of the Black Mountain Gas
Division of NSP and are in the public interest.

220 St recommends the Commission adopt the waivers to the Affiliated Interest Rules
as described i the above Findings of Fact,

23 Staff further recommends that these limited waivers shall remain in effect until such
time that NSP or any of its subsidiaries receives a Centificate of Convenience and Necessity in
Arizona for any new utility service other than the current provision of natural gas.

24 Sl recommends that the limited waivers as set forth in the above Findings of Fact
be approved without a hearing.

CONCLUSIONS OF LAW

I NSP 15 a public service corporation within the meaning of Article 15 of the Arizona
Constitution and Title 30 of the Arizona Revised Statutes.
~

2 The Commission has jurisdiction over NSP, over the subject matter of these

procecdings, and over the Agreement submitted by the Staff and NSP.

DECISIONNO. €72 /7
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3, Staft’s recommendations in this docket are reasonable and should be adopted.

4. Ihe application of NSP for a complete waiver from the Affiliated Interest Rules
should be dented. but limited waivers should be granted consistent with StafT's recommendations
contamed in Findings of Fact Nos. 14-24.

ORDER

TS THEREFORE ORDERED that the application of NSP for a complete waiver from the
Affiliated Interest Rules 1s denied.

TEIS FURTHER ORDERED that limited waivers of the Rules are granted consistent with
Statt's recommendations and the conditions and provisions described in the Findings of Fact.

FHIS FURTHER ORDERED that this Decision shall become eftective immediately.

BY ORDER OF THE ARIZON A CORPORATION COMMISSION

Commissioner-Uhatran C ammmxomf

IN WIINESS WHEREOF. I, JACK ROSE. Executive
Seeretary of the Arizona Corporation Commission. have
hercunto, set my hand and caused the official seal »f this
Commission to be affixed at the Cagitol. in the ity of

Phoenix, thnwdm of __ £ 1998.

TACK ROSE
Executive Secretary

RIW [ AT dig

prosionNo. 6427/




