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January 1996

Mr. Burl Haar //Z v

Executive Secretary : Q{izajtﬂd/
Minnesota Public Utilities Commission A A '

121 Seventh Place East, Suite 350 -’U%

St. Paul, Minnesota 55101-2147

Dear Mr. Haar:

We submit this letter to you to declare why the Minnesota Public
Utilities Commission would best serve the public interest by
denying the merger application of Northern States Power Company
(NSP) and Wisconsin Energy Corporation (WEC). This letter per-
tains to that application, Docket Number E,G-002/PA-95-500, and
we ask you to place it in that application file to be available
to all interested parties.

Reasons to Deny the NSP/WEC Merger to Establish Primergy

I. We desire a wise Energy Policy/Energy Future for Minnesota.
Is the NSP merger a move forward? Will it get us closer to
our desired outcome? If we don't know for sure, should we
allow the merger even though we will not be able to undo the
merger later when we find that it is not in the best interest
of Minnesota?

A. NSP committed itself to its present level of wind and
biomass energy production only when the Minnesota legisla-
ture compelled it to do so. However, NSP now proudly
announces this commitment as if NSP thought of it and
wanted it, when in reality NSP fought it in the legisla-
ture. Progressive Minnesotans believe these renewable
energy sources must be aggressively developed for the sake
of our energy future. NSP has not been truly aggressive in
converting to this kind of energy production.

B. Both wind and biomass energy show promise of boosting
Minnesota's rural economy. A competitive environment would
speed this development. The NSP/WEC merger would create
the opposite--a monopolistic corporation stifling creative
initiative and broad-based economic growth. Long-term
improvements to renewable energy production in Minnesota
will suffer as a result of the merger.

C. NSP is on record as being firmly committed to continuing
nuclear energy production. Thoughtful Minnesotans recog-
nize that the hazardous waste constantly produced by nucle-
ar energy is too expensive to continue. Handling nuclear
waste is costly in present and future rate payer dollars
(and, very likely, in general taxpayer dollars). Although
nuclear technology was seen as beneficial 25 years ago, we
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now clearly see it as too costly. Nuclear waste is an
environmental threat. Now, and after the merger, NSP
forces us to spend exorbitantly to contain this deadly
byproduct so it will not poison us. We face a long-term
economic burden when nuclear plants are shut down at the
end of their license period. If NSP is prevented from
merging, Minnesotans will not have to shoulder the cost of
shutting down the Wisconsin nuclear plant in addition to
the two NSP operates in Minnesota.

NSP has shown it is disdainful of the needs of rural resi-
dents and of people who live outside its service area but
who are affected by its policies nonetheless. As evidence,
we cite the record of the Minnesota Senate Special Commit-
tee on Ethical Conduct, Report on Investigation by Peter S.
Wattson, Senate Counsel, dated June 17, 1994. In Exhibit 9
of that document, Senator Dennis R. Frederickson told Mr.
Wattson the following: '"Someone asked why NSP could not
store the casks at Monticello. Mr. Howard [CEO of NSP]
replied that Monticello was upstream from the Twin Cities
and that the Mississippi River was a source of drinking
water for Minneapolis. This made storage at Monticello
politically unfeasible." Senator Ellen R. Anderson made a
similar statement, found in Exhibit 6: "...NSP had reject-
ed Monticello as a site for storage because the Twin Cities
were downstream and that would create too much of a politi-
cal problem for NSP." NSP apparently can handle the objec-
tions to its waste storage operations posed by smaller
population centers such as Winona, for example, which are
downstream of the waste, but not of Minnesota's main popu-
lation center. NSP favors placating the public will of an
urban majority to the detriment of rural minorities whose
desires pose no threat to NSP plans. After the merger, we
fear the political control of Minnesotans will be severely
weakened, to the point it can no longer stand in the way of
what Primergy wishes to do. The will of the Twin Cities
may become as insignificant to Primergy as was the will of
those communities adjacent to and downriver from the
Prairie Island casks.

We desire strict Regulatory Oversight to guard public safety,
to prevent economic injustice, to prevent political abuses,
and to protect our environment. NSP plainly used extensive
company funds and personnel to campaign for government ap-
proval of an unpopular company policy in the 1994 Minnesota
legislative session. Much was spent on media saturation to
influence public opinion in favor of perpetuating nuclear
power. NSP employed many lobbyists to persuade our legisla-
tors to vote in favor of NSP's nuclear waste policy; this was
to counteract the unusually numerous and unpaid efforts of
citizens writing letters and calling legislators to vote
against NSP's plan. NSP stands out as the most excepticnally
influential of corporate lobbyists, having spent vastly more
on lobbying in fiscal years 1992-1994 than any other Minneso-
ta company. NSP exerted itself to make the legislature do

a8}



what it wished, but when the government wanted NSP to do what
was commanded in the 1994 Prairie Island law, NSP did not
exert itself to quickly comply (detailed in C-1 below). NSP
also used secretive and coercive measures (detailed in C-2,
-3, and -4 below).

The NSP/WEC merger would result in a more powerful corpora-
tion with an increased ability to manipulate government
regulation not just in Minnesota, but in several midwestern
states simultaneously. NSP is already very politically
powerful--why yield any more power to it? It is in our
best interests to keep the company firmly subject to Minne-
sota's regulatory oversight. We should not sacrifice the
power of our regulators in order to help a company expand
outside our jurisdiction and make more profits for its
stockholders.

Primergy would be a new, trans-state company, which, de-
spite any assurances to the contrary, could mount an influ-
ential legal campaign to deny that it had to comply with
legislative and regulatory agreements that presently bind
NSP. This could be used by Primergy to force re-opening of
legislation and weaken any restrictions which force respon-
sible behavior at the expense of corporate profit. The
result would be further waste of taxpayer dollars to rein
in the utility giant, and further concessions of human
health, environmental security, and small-business economic
security in Minnesota.

NSP displays merely a grudging willingness to act in good
faith within the regulations it is charged to obey. Con-
sider the following four deeds:

1. NSP did not produce reports to the legislature's Elec-
tric Energy Task Force within the timeline NSP promised
the Task Force. As evidence, we cite the April 13,
1995, letter by Representative Willard Munger to a St.
Paul resident. The letter responds to an inquiry about
the deadline for the NSP report to phase out nuclear
power generation. Mr. Munger stated in that letter, "I
have spoken with Bill Haney from NSP about the schedule
and he assured me that the final report would be ready
for submission to the task force in June, 1995, as NSP
had proposed." None of the four reports which were
legally mandated by the 1994 Prairie Island law were
submitted in June 1995. They were only submitted in
November and December 1995 after citizen pressure was
exerted to force NSP to comply with the law. Moreover,
NSP did not submit them by the November and December
dates set by the Task Force. All four reports came in
late.

2. Minnesota Department of Public Service Commissioner Kris
Sanda publicly denounced NSP in December 1994 for
threatening the St. Paul Neighborhood Energy Consortium.

()



NSP refused to admit any guilt for coercing support of
its Prairie Island cask storage plan. Ms. Sanda implied
she regretted her lack of power to impose heavy penal-
ties on NSP for this abuse.

3. NSP was taken to task by the Minnesota Office of the
Attorney General for waiting until the Prairie Island
plant was 20 years old before beginning work on a con-
tingency plan for generating capacity replacement if
Prairie Island had to shut down due to spent fuel accu-
mulation or steam generator replacement.

4. NSP secretly negotiated a stand-still agreement with
Westinghouse to extend the time limit for filing a suit
against Westinghouse for supplying defective steam
generators to the Prairie Island plant. This let NSP
avoid suspicion about defects at the Prairie Island
plant while NSP applied for approval of dry cask storage
units in the certificate of need process. The stand-
still agreement allowed NSP to claim that the Prairie
Island plant would continue to be a reliable energy
producer. Subsequent examination of the lawsuit docu-
ments by citizen volunteers reveal that there are seri-
ous cracks in the generators which might impair reliable
functioning.

D. NSP denied the validity of Indian tribal sovereignty in
Minnesota by placing its nuclear waste directly next to the
Prairie Island Dakota Nation reservation. NSP dismissed
the objections of the tribe. But NSP used tribal sover-
eignty to their advantage in New Mexico. When the govern-
ment of New Mexico objected to an NSP-led consortium locat-
ing a high-level waste storage facility on Mescalero Apache
land, NSP endorsed the Apaches' tribal sovereignty as a
means to overrule the opposition by the state of New Mexi-
co. This use of a double standard about tribal sovereignty
indicates that NSP sets good faith behavior aside when the
company's profits are concerned. Can NSP be trusted after
it grows into an even more powerful company if it has
already abused the minority status of American Indian
people for its own advantage? We think not.

Considering these complaints against NSP, we advise the Minnesota
Public Utilities Commission of our firm desire to deny NSP's plan
to expand into Primergy. We prefer to curtail NSP's unethical
behavior rather than providing a means to perpetuate and possibly
increase it. We want to avoid compounding the problems we have
already experienced with NSP. Permitting NSP to grow away from
Minnesota control is definitely not in our best interest.

We respectfully ask you to heed our request as we sign our names
and addresses to endorse this letter.

With sincere resolve,
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Diane J. Peterson

4051 Gisella Boulevard
White Bear Lake, MN 55110
February 15, 1996

Mr. Burl Haar

Executive Secretary

Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350

St. Paul, MN 55101-2147

Dear Mr. Haar:

Please add the enclosed signature page 5-M to the letter
dated "January 1996" in the public comment file of Docket Number
E,G-002/PA-95-500. This signature was submitted to me by mail on
February 2, 1996, by Minnesota State Senator Steven Morse.
Senator Morse was not able to provide me with this endorsement to
my letter of petition against the NSP merger before I hand deliv-
ered it to you on January 16, 1996,

I am now proud to submit to you Senator Morse's signature to
follow page 5-L which bears the endorsement of Representative
Alice Hausman and Senator Ellen Anderson.

Sincerely,

Diane J. Peterson
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NSP refused to admit any guilt for coercing support of
its Prairie Island cask storage plan. Ms. Sanda implied
she regretted her lack of power to impose heavy penal-
ties on NSP for this abuse.

3. NSP was taken to task by the Minnesota Office of the
Attorney General for waiting until the Prairie Island
plant was 20 years old before beginning work on a con-
tingency plan for generating capacity replacement if
Prairie Island had to shut down due to spent fuel accu-
mulation or steam generator replacement.

4, NSP secretly negotiated a stand-still agreement with
Westinghouse to extend the time limit for filing a suit
against Westinghouse for supplying defective steam
generators to the Prairie Island plant. This let NSP
avoid suspicion about defects at the Prairie Island
plant while NSP applied for approval of dry cask storage
units in the certificate of need process. The stand-
still agreement allowed NSP to claim that the Prairie
Island plant would continue to be a reliable energy
producer. Subsequent examination of the lawsuit docu-
ments by citizen volunteers reveal that there are seri-
ous cracks in the generators which might impair reliable
functioning.

D. NSP denied the validity of Indian tribal sovereignty in
Minnesota by placing its nuclear waste directly next to the
Prairie Island Dakota Nation reservation. NSP dismissed
the objections of the tribe. But NSP used tribal sover-
eignty to their advantage in New Mexico. When the govern-
ment of New Mexico objected to an NSP-led consortium locat-
ing a high-level waste storage facility on Mescalerc Apache
land, NSP endorsed the Apaches' tribal sovereignty as a
means to overrule the opposition by the state of New Mexi-
co. This use of a double standard about tribal sovereignty
indicates that NSP sets good faith behavior aside when the
company's profits are concerned. Can NSP be trusted after
it grows into an even more powerful company if it has
already abused the minority status of American Indian
people for its own advantage? We think not.

Considering these complaints against NSP, we advise the Minnesota
Public Utilities Commission of our firm desire to deny NSP's plan
to expand into Primergy. We prefer to curtail NSP's unethical
behavior rather than providing a means to perpetuate and possibly
increase it. We want to avoid compounding the problems we have
already experienced with NSP. Permitting NSP to grow away from
Minnesota control is definitely not in our best interest.

We respectfully ask you to heed our request as we sign our names
and addresses to endorse this letter.

With sincere resclve,



MPUC with normalized historical and forecast operating results on an annual basis.
NSP proposes to continue this reporting and to identify separately the deferred merger
costs either in the same report or a separate filing. This would allow the MPUC to be
informed as to the estimated and actual costs during the rate plan period. NSP would
provide the report to the MPUC to cover the rate plan period from the closing date of

the merger through the end of the year 2000.

Certain unanticipated cost increase categories should be excepted.

NSP recognizes that during the four-year rate freeze period, it may experience
certain significant but uncontrollable events which necessitate rate changes.
Accordingly, as part of the rate plan proposal, NSP has identified these events which it
believes should be excepted from the rate freeze. The following exceptions are
proposed as part of the company’s electric rate freeze proposal:

1. Anincrease in local, state or federal tax expenses greater than 10

percent or $15 million dollars over the previous year;

2. Costs ordered or made effective by state or federal agencies (10
percent or $15 million dollar increase or more from the previous
year); and,

3. Extraordinary events including, but not limited to, major changes in

facility ownership, major loss of load, externally required change of
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accounting or a dramatic increase in cost of money (an increase in the
expense or decrease in the revenue of 10 percent or more or $15

million dollars).

The exceptions are necessary in order to protect NSP from major costs or
events which are beyond its control. It is important to note that although there are
many costs which, to some degree, are beyond NSP’s control, the focus here is on
uncontrollable events which could potentially have a significant impact on NSP.

NSP proposes that for these uncontrollable events it be allowed to file with the
Commission during the rate freeze period for recovery of the costs related to these
events. NSP would bear the burden of proof to demonstrate recovery of the costs is

warranted.

IV. APPROVAL OF DEFERRED ACCOUNTING

A. Introduction

Pursuant to Minnesota State Statutes 216B.10 and 216B.11 and Minnesota
Rules Part 7825.0300, Subpart 4, NSP requests the Commission to grant approval of
deferred accounting procedures for the merger-related transaction costs and certain

costs to achieve savings associated with the proposed merger of NSP and WEC.
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Table 5

Estimated Costs To Achieve $1.9 Billion Savings Over 10 year Period
January 1, 1997 - December 31, 2006

Basis for Calculation: (SMillions

Separation - 4% of average base salary plus 4% per year of employee $61.4
service plus extended medical benefits. Estimated 14 average years of

service. Executive severance estimated at three years of average salary plus

extended medical benefits

Systems - Integration of systems, services and linking data bases 25.0
Relocation - 250 personnel relocations at $40,000 per employee. 10.0
Nuclear Operations - Consolidation of nuclear operating areas. 8.9
Telecom-mu_nications - Integration of phone, data, facsimile 5.0 i
communication. '
Facilities - To integrate corporate headquarters. 3.0 :
Retraining - To retrain employees in new positions. 3.0
Internal/External Communication - To educate shareholders and 2.0

employees regarding combination.

Transition - For external assistance to facilitate integration of individual 2.0
entities.

Directors and Officers Insurance - Liability coverage 1.4
TOTAL $121.70
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NON-PROPRIETARY

Although some savings are probable, the Department believes the Company's
projections are uncertain. The Department agrees with NSP that non-fuel procurement
costs may be reduced. But we believe a more realistic and conservative estimate of
savings is 1 percent, not 3 percent. NSP's estimates of inventory-reduction and contract-
services savings are dubious. Therefore, the Department imputes no savings from
inventory reduction or contract services. Based on these conclusions, the Department
estimates savings from purchasing economies of $65,065,000.

d. Non-Labor Nuclear

NSP attributes 5.2 percent, or $112.5 million, of the estimated savings of the
merger over ten years to combining the nuclear operations of WEC and NSP. These
savings would result from standardization, shift-schedule coordination and economies
of scale. NSP identifies seven categories where savings would occur: licensing,
maintenance, fuels, health physics, purchasing, planning and engineering.

In response to DPS Information Request No. 52, NSP breaks down its annual
projected nuclear savings in 1995 dollars. This information is summarized in Table 7.

Table 7: NSP’s Estimated Non-Labor Nuclear Savings in 1995

(Thousands of Dollars)

Category Savings
Licensing $1,240
Health Physics $710
Maintenance $940
Fuels $160
Purchasing and Warehousing $2,790
Integrated Planning $1,800
Engineering $2,020
TOTAL $9,660

Of these savings, the Department concludes that only the savings related to
reduced membership fees (which are a portion of NSP's estimated "licensing" savings)
can be categorized as expected savings. These savings are for the Westinghouse
Owners Group (WOG), 10 CFR 170 licensing fees and Checkworks! membership fees.

! The Checkworks program assists in diagnosing erosion and corrosion in power-plant piping.
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NON-PROPRIETARY

The Department categorizes savings from procurement leverage (included in
both "Purchasing and Warehousing” and "Engineering" savings), savings from Joint In
Service Inspection (ISI) Contracting (included in "Engineering" savings), and savings
from shared equipment (also included in "Engineering" savings) as uncertain. Thus, we
reduce these estimated savings by 50 percent.

The Department concludes that savings derived from procurement leverage are
uncertain because such savings could be achieved only through the actions of other
parties--NSP/WEC vendors. The ability of Primergy’s nuclear operations to receive
goods and services from vendors at better rates than NSP and WEC currently do is
speculative. - - :

NSP claims joint ISI contracting savings could be achieved by eliminating
contracted inspection and design modification engineering services through the use of
the combined engineering force of both companies. The combined companies could
also leverage lower costs in remaining contracts, standardize inspection and design
modification procedures, and implement the best practices in the combined inspection
and design modification programs. However, NSP has not adequately demonstrated
that the proposed merger would result in all of these ISI contracting savings.

The Department believes that some savings are possible through shared
equipment. Nevertheless, NSP has not provided sufficient support to justify all of the
related savings.

The Department classifies the remaining non-labor nuclear savings that NSP
estimates as dubious. NSP has failed to describe how such savings would result from
the merger. Additionally, the Department believes that if these gains could be achieved
by combining three nuclear units into one holding company, the same efficiencies could
be achieved by combining the operations of NSP's two nuclear units. In response to
DPS Information Request No. 144, NSP indicates that the Prairie Island and Monticello
plants operate "somewhat independently with certain dedicated support functions for
each facility.” Thus, the Department excludes the remaining non-labor nuclear savings
from our estimated savings. Table 8 summarizes the Department's estimated savings.
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NON-PROPRIETARY

assigned to Minnesota would be allocated to both Minnesota and Wisconsin.)
Consequently, the Department recommends that NSP maintain separate detailed
~roperty and cost records for its Hudson and La Crosse operations, as well as detailed
sub-records for the La Crosse LNG and LPG peak-shaving plants. The Department also
recommends that Minnesota ratepayers not be responsible for any clean-up costs
associated with MGP in Wisconsin.

The Department concludes that NSP's proposal to defer its merger-related costs
and amortize them over four years is reasonable for the costs allocated to the Minnesota
electric operations. NSP's proposed electric rate reduction and subsequent freeze
snsure that the deferral meets the GAAP and Commission criteria for deferring costs.
But without similar rate benefits for gas customers, the Department cannot support the
jeferral and amortization of the merger-related costs allocated to the Minnesota gas
operations.

Based on our analysis to date, the Department concludes that the Commission
should approve the merger with the conditions explained above. This conclusion
assumes that NSP can adequately address our concerns regarding the Interchange
Agreement and the loss of state regulatory authority. The Department will also review
the comments of other parties in this proceeding, particularly their comments on
regional competition. We reserve the right to alter our recommendations based on these
comments.

X. RECOMMENDATIONS

Based on our analysis, the Department recommends that the Commission
approve the merger and related requests with the following conditions and
clarifications:

1. Condition any approval on the merger's qualifying as a "pooling of interests."

2. Require NSP to modify its Interchange Agreement to ensure effective state
review of the costs allocated to the various state jurisdictions.

3. Pursue joint resource planning with the states in which Primergy's operating
companies would provide retail electric service.

4. Require NSP to maintain separate property and cost records for its Hudson
and La Crosse operations, as well as sub-records for the LNG and LPG peak-
shaving plants.

5. Clarify that Minnesota ratepayers would not be responsible for any clean-up
costs associated with MGP plant in Wisconsin.
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NON-PROPRIETARY

6. Deny NSP's request for deferred accounting for the merger-related costs
allocated to the Minnesota gas operations.

7. Impose the following conditions and clarifications on NSP's ability to adjust
electric rates during the four years in which rates would be frozen:

* Clarify that the tax exemption does not apply to sales taxes or franchise
fees.

* Clarify that the exemption for federal and state income taxes applies only
to increases in tax rates, not tax burdens.

* Allow no exceptions for increases in property taxes.

* Consider all requests for increases due to tax rates on a combined state
and federal basis.

* Do not allow automatic exceptions for federal and state agency mandates.
Instead, consider such requests under the category of "extraordinary
events."

* Clarify the category of extraordinary events to exclude those events that
are due to the risks normally borne by shareholders.

* Require that proposed exceptions due to extraordinary events be
accompanied by sufficient evidence.

* Require that filings for exceptions due to extraordinary events include
events that would lower rates, as well as those that would raise rates.

* Limit requests for exceptions for any reason(s) to one filing per year.
At this point the Department is not recommending a contested case or any other

additional procedure. However, the Department reserves the right to alter its
"écommendations in reply comments, after reading the comments of other parties.
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VOTE AGAINST NUCLEAR POWER

The power to stop NSP from acgquiring more nuclear waste generat-
ing capacity is in the hands of Minnesota residents.

Will you allow NSP to merge with Wisconsin Energy Corporation?
Wisconsin Energy Corporation already operates one nuclear power
plant, Point Beach, which is approved for 12 dry cask storage
units. It is located on the shore of Lake Michigan. NSP would
be called "Primergy" after it merges with Wisconsin Energy Corpo-
ration. Primergy is predicted to acquire another nuclear power
plant, Keewaunee, located north of the Point Beach plant. Oppo-
nents of nuclear power will want to vote against this merger.

NSP plans to officially merge on December 31, 1996.

But enough people writing against the merger can stop this.

=====Do what is environmentally safe: WRITE "NO MERGER!'"=======

Write as individuals or groups to the Public Utilities Commission
(PUC) to voice your opposition to the NSP/Wisconsin merger. The
PUC has the authority to allow or deny the merger. We have until

(; January lsz.lﬁél"“w\

to vote, through letter writing, against the merger. Your vote
(and additional comments) must be written and directed to:

Mr. Burl Haar

Executive Secretary

Minnesota Public Utilities Commission
121 sSeventh Place East, Suite 350

St. Paul, MN 55101-2147

Please refer to Docket No. E,G-002/PA-95-500 in your letter.
This is the PUC name for the merger decision.

—— —_—

PUC 2 FAX : (;é_/;-_érs - 1299 .

An ounce of prevention . . . may stop a nuclear giant from grow-
ing out of Minnesota control.

For more information, call Diane J. Peterson, (612) 653-4385.



VOTE AGAINST NUCLEAR POWER

The power to stop NSP from acquiring more nuclear waste generat-
ing capacity is in the hands of Minnesota residents.

Will you allow NSP to merge with Wisconsin Energy Corporation?
Wisconsin Energy Corporation already operates one nuclear power
plant, Point Beach, which is approved for 12 dry cask storage
units. It is located on the shore of Lake Michigan. NSP would
be called "Primergy" after it merges with Wisconsin Energy Corpo-
ration. Primergy is predicted to acquire another nuclear power
plant, Keewaunee, located north of the Point Beach plant. Oppo-
nents of nuclear power will want to vote against this merger.

NSP plans to officially merge on December 31, 1996.

But enough people writing against the merger can stop this.

=====Do what is environmentally safe: WRITE "NO MERGER!''=======

Write as individuals or groups to the Public Utilities Commission
(PUC) to voice your opposition to the NSP/Wisconsin merger. The
PUC has the authority to allow or deny the merger. We have until

Qi-Januarx 16, 1996 HE““a
to vote, through letter wrltlng, against the merger. Your vote
(and additional comments) must be written and directed to:

Mr. Burl Haar

Executive Secretary

Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350

St. Paul, MN 55101-2147

Please refer to Docket No. E,G-002/PA-95-500 in your letter.
This is the PUC name for the merger decxslon

PUC 2 FAX: Lé”"‘ a15-19~‘?‘?

An ounce of prevention . . . may stop a nuclear giant from grow-
ing out of Minnesota control.

For more information, call Diane J. Peterson, (612) 653-4385.
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DATE MAILED
FEB 16 1995

BEFORE THE

PUBLIC SERVICE COMMISSION OF WISCONSIN

Application of Wisconsin Energy Corporation, Wisconsin

Electric Power Company, Northern States Power Company,

and Northern States Power Company-Wisconsin for Approval

of a Series of Transactions by Which Northern States Power 6630-UM-100
Company-Wisconsin is Merged Into Wisconsin Electric 4220-UM-101
Power Company, Northern States Power Company Becomes a

Subsidiary of Wisconsin Energy Corporation, and Wisconsin

Energy Corporation is Renamed Primergy Corporation

NOTICE OF INVESTIGATION, ASSESSMENT OF COSTS,
AND PREHEARING CONFERENCE

On August 4, 1995, Wisconsin Energy Corporation (WEC), its affiliate Wisconsin
Electric Power Company (WEPCO), Northern States Power Company-Minnesota (NSPM)
and its affiliate Northern States Power Company-Wisconsin (NSPW), filed a joint application
with the Public Service Commission of Wisconsin under ss. 196.06, 196.09, 196.19, 196.20,
196.21, 196.49, 196.52, 196.795, 196.80, and 196.81, Wis. Stats., for approval of a series
of related transactions which constitute a merger.

The application states that the resulting holding company will be known as Primergy
Corporation (Primergy). Primergy will be a registered public utility holding company under
the Public Utility Holding Company Act of 1935 (PUHCA). Primergy will be incorporated
in Wisconsin, but the principal executive offices will be located in Minnesota. The principal
utility subsidiaries of Primergy will be Wisconsin Energy Company and Northern States
Power Company. The new Wisconsin Energy Company will consist of the prior WEPCO
gas and electric service operations plus the electric operations of NSPW and most of
NSPW’s gas operations. NSPW'’s Hudson and LaCrosse gas service operations will be
transferred to the surviving Northern States Power Company.

WEC is a holding company as defined in s. 196.795, Wis. Stats. whose principal
subsidiary is Wisconsin Electric Power Company. WEPCO is a Wisconsin corporation
primarily engaged in rendering electric service in sections of southeast, east central, and
northern Wisconsin as well as a portion of the Upper Peninsula of Michigan and natural gas
service in sections of southeast, east central, and southwest Wisconsin.



Dockets 6630-UM-100
4220-UM-101

WEC’s principal non-utility subsidiaries are WISPARK Corporation, WITECH
Corporation, Wisconsin Michigan Investment Corporation (WMIC), Badger Service
Company (Badger), WISVEST, and Custometrics, L.L.C. WISPARK develops industrial
parks within WEPCO’s service territory. WITECH provides investment capital to companies
in Wisconsin and Upper Michigan. WMIC engages in investing and financing activities,
such as advances to affiliates and investments in partnerships developing low and moderate
income housing projects. Badger holds coal rights in Indiana. WISVEST was formed to
provide capital to help businesses expand in Wisconsin and to help avoid takeover bids by
out-of-state companies. Custometrics is a limited liability joint venture between WEC and
Marshall and Ilsley Corporation which plans to develop and market customer information
systems.

Northern States Power Company (NSPM), a Minnesota Corporation, is engaged in
the generation, transmission, and distribution of electricity and natural gas in Minnesota,
North Dakota, and South Dakota. Northern States Power-Wisconsin (NSPW), a wholly
owned subsidiary of NSPM, provides natural gas service in 11 counties in Wisconsin and
electric service in 28 counties in Wisconsin and in the Upper Peninsula of Michigan.

NSPM’s principal non-utility subsidiaries are Viking Gas Transmission Company
(Viking), NRG Energy, Inc. (NRG), and Cenergy, Inc. (Cenergy). Viking owns and
operates 500 miles of interstate natural gas pipeline. NRG builds, acquires, owns, and
operates several non-regulated energy related businesses in the U.S. and international
markets. Cenergy is an energy marketing and services company.

The application states, in part, that the merger will "allow integration of corporate
and administrative functions, integration of nuclear operations, purchasing economies and
streamlining of inventory, and provide expanded management resources, more diversified
service territories, lower gas supply costs and expanded transmission opportunities. "

The application further states that "the parties are proposing...a four-year plan by
which Wisconsin Electric (and NSP) would freeze retail electric rates at levels which are
reduced by about 1.5 percent, premised upon amortization of the transaction costs over the
period of the rate freeze. Similar proposals have been developed for reducing and freezing
gas rates for Wisconsin retail customers."

Copies of the merger application can be obtained by calling Mr. Les Durski,
Wisconsin Energy Corporation at (414) 221-3202.

NOTICE IS HEREBY GIVEN that the Commission deems it necessary in order to
carry out its duties herein to investigate the books, accounts, practices, and activities of
WEC, WEPCO, NSPM, and NSPW and that the expenses incurred or to be incurred by the
Commission which are reasonably attributable to such investigation will be assessed against
and collected from applicants in accordance with the provisions of ss. 196.84 and
196.85, Wis. Stats., and ch. PSC 5, Wis. Adm. Code.
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Dockets 6630-UM-100
4220-UM-101

NOTICE IS FURTHER GIVEN that a prehearing conference to discuss issues raised
by the proposed merger, will be held on February 29, 1996, at 10:00 am., in the Amnicon
Falls Hearing Room, at the Public Service Commission Building, 610 North Whitney Way,
Madison, Wisconsin. This building is accessible to people in wheelchairs through the
Whitney Way first floor lobby entrance. Parking for people with disabilities is available on
the south side of the building. Any person with a disability who needs additional
accommodations should contact Richard Teslaw at (608) 267-9766 or Ann Pfeifer at
(608) 266-5473.

The purpose of the prehearing conference will be to provide a preliminary
clarification of the issues that will be the subject of the hearing and provide for the
submission of data requests. The pre-filing schedule and hearing dates will be established at
a later date.

NOTICE IS GIVEN that this matter is deemed to be a Class 1 proceeding as defined
in s. 227.01(3), Wis. Stats.

This action is classified as a Type 3 action according to s. PSC 4.10(3), Wis. Adm.
Code. Furthermore, since no circumstances have come to the attention of the Commission
which indicate that significant environmental consequences are likely, the Commission does
not intend to prepare an environmental impact statement under s. 1.11, Wis. Stats., nor an
environmental assessment.

If there are any questions regarding the hearing scheduled in this notice, please call
Ann Pfeifer, Administrator, Examining Division at (608) 266-5473. Other questions
regarding this matter may be directed to Diane Braun at (608) 267-1200.

Dated at Madison, Wisconsin., Fokryiang Jo. 1996
7

P\MC\’W

Ann Pfeifer, Administtator ©
Examining Division

For the Commission.

AP:DCB:gmh:h:\notice\Merger.not
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Summer 1995

News briefs for customers of Northern States Power Company.

A budget helper—

No changes in electric rates for 1996

Years ago our company advertised its
“penny cheap” electricity. Now it's pen-
nies cheap, but NSP is still working hard
to bring electricity to your home in the
least expensive way possible.

You may be aware that NSP-Wisconsin
hasn’t increased electric rates since
January 1993. Our commitment to low
rates is continuing through 1996 as well.
In our latest filing with the Public Service
Commission of Wisconsin,
we're requesting no
change in electric rates

through 1996.

' You may be won-
dering how the
proposed merger
between NSP
and

Wisconsin Energy will affect your electric
bill. According to the merger plan, electric
rates will remain unchanged until the
merger is completed, an estimated 12 to
18 months from now. At that time, the
companies will implement a small rate
decrease, followed by a rate freeze
through the year 2000.

Why the emphasis on freezing or low-
ering rates? NSP is interested in keeping
rates to area businesses and industries
low so they can be competitive. In that
way, our area economy will remain
healthy.

Today there are many competitive pres-
sures in the electric utility industry that
did not exist five or 10 years ago. Across
the country, bulk power providers are
courting wholesale and large industrial
customers for their business. Independent
power producers are making energy deals
with large industrial customers. To keep
its customers, NSP’s rates, reliability and
customer service must be competitive
with today’s market. [N

How the NSP, Wisconsin Energy merger affects you

As a customer of NSP-Wisconsin, you
may be wondering how the proposed
merger between NSP and Wisconsin
Energy Corp. will affect you or your
business.

We hope to trim more costs from the
production and delivery of energy ser-
vices to continue providing you with low
rates and reliable service. The savings are
expected to come from work force consol-
idations, joint purchasing, including fuel
and natural gas, and streamlining opera-
tions.

When the merger is complete, an esti-
mated 12 to 18 months from now, the
name of your energy provider will change
from NSP-Wisconsin to Wisconsin Energy.

However, we still plan to staff various
communities in the region with employ-
ees who can serve your energy needs
quickly and reliably.

The merger is the best and most finan-
cially conservative way to ensure contin-

ued competitive rates over the long term
for the customers of both companies. The
merger will help our communities attract
new business, add jobs and strengthen the
area economy.

The proposed merger, which was
announce Maly 1, is subject to approval
by the shareholders of both companies,
and various regulatory agencies.

NEW WEC SERVICE TERRITORY

[ CURRENT
WEC SERVICE
TERRITORY

[ NSP-WISCONSIN
SERVICE TERRITORY THAT
BECOMES PART OF WEC

@® Printed on Recycled Paper.
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Northern States Power Company-Wisconsin
Notice of Request
for Natural Gas Rate Increase

NSP-Wisconsin Natural Gas Rates

Northern States Power Company-Wisconsin has filed an application with
the Public Service Commission of Wisconsin (PSC) requesting an overall
increase in natural gas rates of $2.66 million, or 3.6 percent, to become
effective Jan. 1, 1996. NSP received its last natural gas rate increase of
about 2 percent on Jan. 1, 1994,

The requested change in natural gas rates is necessary to cover
increasing investments in natural gas facilities due to customer growth in
our service territory. While this growth will help to stabilize rates for all
customers over the long term, the initial investment creates upward
pressure on rates in the short term.

If the requested increase is approved by the PSC, an average residential
gas space heating customer using 900 therms per year would see an
annual increase of $20.80, or 3.5 percent as compared to current rates.
Under the proposed rate, the cost of gas would vary by season.
Consequently, a customer’'s monthly bill could increase by more than 5
percent in winter months and could decrease by more than 10 percent in
summer months. NSP currently offers a budget billing plan that is an ideal

way to even out monthly payments. Commercial and industrial firm rate
(Over)



customers would see an average annual increase of 5.2 percent, and
interruptible rate customers may see a small increase or decreases in
bills if the PSC approves NSP'’s application. As always, the effect of the
increase on individual customers may vary from the average, depending
on the customer’s usage pattern.

Hearings on the request for the natural gas rate increase will be held by
the PSC. Hearing dates will be announced by area news media. The PSC
has the authority to grant or deny any part of the application. Rates
ultimately ordered by the PSC may differ substantially from those
requested by NSP.

NSP-Wisconsin Electric Rates Unchanged

The company will not request a change in electric rates. NSP-Wisconsin’'s
last increase in retail electric rates was effective Jan. 16, 1993.
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