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Mr William Bullard, Executive Director

South Dakota Public Utilities Commission

State Capitol Building

500 East Capitol Avenue

Pierre. South Dakota 57501-5070

Dear Mr Bullard

Enclosed for filing please find an original and ten (10) copies of a petition by NSP
for a statement to the SEC regarding investment in foreign utilities

If anyone h.s any questions, please call me at 339-8350
Sincerely
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C/

Jim Wilcox

¢ Mike Hanson
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RECEIVED

STATE OF SOUTH DAKOTA NOV 18 1997
BEFORE THE PUBLIC UTILITIES COMMISSION

SOUTH DAKOTA PUBLIC

TILITIES COMMISSION

DOCKET NO.:
In the Matter of a Petition by
Northern States Power Company ORIGINAL FIL
for a Statement to the Securities
and Exchange Commission Regarding
Investment in a Foreign Utility
I. SUMMARY OF REQUEST

Northern States Power Company (NSP) files this Petition requesting the South Dakota
Public Unlites Commission (SDPUC or Commission) to certify to the Securities and
Exchange Commussion pursuant to Section 33 of the Public Utility Holding Company Act of
1935 that the SDPUC “has the authonty and resources to protect ratepayers subject to its
junsdiction and that it mtends to exercise its authonty” as it relates to investments in foreign
utility companies (FUCOs) made by NSP or its current or future affiliates, including NRG
Energy, Inc. (NRG)

Specifically, NSP 1s seeking a certification letter, in the form of Exhibit 1, to be issued

upon decision by the SDPUC. NSP respectfully requests that the Commission decide this

matter within sixty (60) days of the onginal filing. The certification is requested so that NSP

and NRG, a subsidiary of NSP, may pursue FUCO equity investments, including equity

mvestments in the - areas dentified up to a dollar it of $500 million.




Without this cernficanon, NSP and its affihiates will be unabie to participate in bidding
opportumties and will be constraimed mn uts future business development.  Therefore, NSP
respectfully requests expedited treatment to allow NSP and its affiliates to proceed with bids
and other ransactions for which FUCO certification may be needed

1. INTRODUCTION

The Energy Pohicy Act of 1992 (EPAct 1992) amended the Public Utility Holding
Company Act (PUHCA) and exempts FUCOs from PUHCA regulation. Pursuant to 15
USC § 792-5b, the FUCO exemption applies only if “every State commission having
junsdiction over the retail electne or gas rates of a public utlity [affiliated with the FUCO]
has cerified to the [SEC] that 1t has the authonty and resources to protect ratepayers subject
10 1ts junsdiction and that it intends 1o exercise its authonty.  Such certification, ... may be
revised or withdrawn by the State commussion prospectively as to any future acquisition.” /d

By i tue of the SDPUC’s regulation of NSP, NSP and its affiliates need to obtain a

certification letter from this Commussion so that its foreign utility investments will qualify as

FUCOs under PUHCA Section 33 NSP 15 making a substantially similar filing in the other
states that have junsdiction over its utility operations, Minnesota Wisconsin, Michigan and

North Dakota




1. DISCUSSION OF NSP
Description of NSP and NRG.

NSP and its subsidianes are headquartered m Minnesota. NSP 1s a combined $6.6
billion company with major utility operations as well as growing domestic and international
non-regulated operations.  NSP's wility operations provide generation, transmission and
distnbution facilities and senvices to 1.4 million customers in Minnesota, Wisconsin, North
Dakota. South Dakota and Michigan. NSP also distnbutes natural gas to more than 400,000
customers and provides a vanety of energy-related services throughout its service temritories.
In short, NSP 1s a major public utility that has considerable expenence in the business.

NRG 1s a wholly-owned subsidiary of NSP which, among other things, develops and
operates non-regulated domestic and intermational energy projects. NRG has considerable
expenence 2 the clectne generatnon market. fuel supply and steam distribution business.

Formed i 1989, NRG has grown 1o be mn the top 25 largest independent power producers in

the world  With offices worldwide, NRG has significant capabilities to develop FUCOs

worldwide

To date. NSP's FUCO mvestments have been through NRG. NRG's FUCO equity
nvestments 1o date have totaled approximately $ 24 million.  This represents only 0.3% of
NSPs consobdated assets  Indmadual FUCO projects may range from nominal amounts to

significant mvestments. None of which will have any effect on NSP's retail customers.




An aggregated FUCO amount 1s likewise immatenal to ratepayers.  For example, if

NRG or another affiliate invests an addiional $500 mullion of equity in FUCOs, the
combmmed FUCO mvestments of $524 million will stll constitute only 7.6% of NSP's
consolidated assets and approximately 10.7% of total capitalization.

NSP's and NRG's management includes individuals with extensive experience in the

clectnc utility or energy industry and in the develop and of
mtemational projects. NRG has established branch offices in Melboune and Brisbane,
Austialia, Prague, Czech Republic: Tallin, Estoma; Berlin, Germany; and London. United
Kingdom  NSP personnel have extensive expenence in areas of corporate management,
utility operations, engincening, finance and legal.  They also have experience performing
project specific and market analysis for mtemational energy projects.

B. Project Evaluation Process.

NSP and 1ts affiliates have chosen to vest in different markets around the world in
order to create a portfolio with diversified nsks while creating a cntical mass of projects and
dollars in cach locale. Through NRG, NSP evaluates projects on the basis of operational and
technical feasibality, profitability, political stability, and the potential for long term growth,
and nsk

Lead tme for foreign investments vanes greatly. Sometimes the process of evaluating

development projects takes many months or years.  Other times, there may be only a few




weeks from the date a company leams of the investment opportunity to the ime the bid
proposal 15 due  For example, in 1995, NSP had to seck expedited FUCO treatment of a deal
mn Austraba  The lead time was less than one month.  NSP had to scramble to obtain
emergency review of its petition to be in a positon for NRG to submit a bid.  If project-
speaific FUCO approvals cannot be obtained within the short time available, NSP and NRG
may have to forego opportunities.  This request, if granted will remove a serious potential
obstacle in the development process

L. NRG's FUCO Investments and Efforts.

NRG has successfully mvested i two FUCO projects in Australia and the
(Czech Republic with an aggregate nvestment of $24 mullion.  In addition, since January
1995, NRG has considered in depth the possibility of investing in a number of additional
FUCO projects, in vanous countries including the United Kingdom, Argentina, Turkey,

Germany, Italy, and Brazil. In each case. the transaction did not go forward for a vanety of

reasons, including the possible delay associated with needing to obtain project-specific FUCO

approval
"s Investment Plans for the Future.
NSP and NRG are actively evaluating opportunities to acquire electric utility

facilines being pnvatized by foreign governments worldwide  In particular, many European




countnies are presently pnvatizing their infra-structure industries.  Facilities being privatized
include both electne transmission and distnbution assets and operations
It 1s these types of investments for which NSP requests the SDPUC's certification

letter  Without that certification, NSP and NRG will expenence difficulties in competitive

idding situations, and in developing favorable partnerships. This, in tum, will constrain NSP

and NRG i their future business development activities

NSPs plans include pursuing additional FUCO investment opportunities in Canada,
Central and South Amenica. including Bolivia, Peru, and Brazil; Europe, including the United
Kingdom. the Baltic States. Germany., the Czech Republic, taly and  Turkey: Australia and
Asia While tmung 1s uncertain, NSP expects bidding and/or negotiation on at least some
projects to take place n late 1997 and nto 1998

Unfo wmnately, NSP cannot predict the precise tming of its future projects or the
mvestment opportunitics that may present themselves. In some cases opportunities to invest
m FUCOs become available on short notice while other projects have long lead times. NSP
and 1ts affiliates do not bid on every project it evaluates and does not succeed in acquiring an
mterest in every project on which they bid - By way of example, NRG has a FUCO in the
Czech Republic That petition was approved some months ago. On the other hand, one deal
mn Australia required emergency treatment to get certificaion.  There, NRG lost the

opportunity so the individual certification went unused




Fxamples of future FUCO opportunities which may be studied by NSP or its affiliates
nclude clectne distnbution pnvatization projects in Turkey, Germany, the Czech Republic,
Italy. South Amenca and the Pacific Rim  However, NSP and NRG cannot predict the exact
amount of cach mvestment until the due diligence process is completed and the extent of
partnership mierest have been determined -~ sometimes very late in the process. Nor can the
tuming of an opportunity be predicted with any precision

Consequently, NSP is requesting this overall certification to enable it, or its affiliates,
10 make addional investments in FUCOs as described above. A certification in this form
will allow NSP the flexibility to continue its business activities without disabling
mterruptions. It would also elimmate the need to occupy valuable Commission time on the
many potential deals that do not go forward

IV. CERTIFICATION LETTER SHOULD BE ISSUED
Investments in FUCOs will not jeopardize NSP's financial health.

Investments in FUCOs wall have no impact on NSP's utility operations. In part, this is

duc 10 the corporate structure of the transactions. NRG 1s separate from NSP's utility

operations  Likewase, its investments are further insulated by using project-specific structures.

It 15 also due 10 the protection ansing from the Commission’s authonty to review NSP's rates.

In reviewing other utilities” applications for Section 33 certification, SDPUC has found that it

has the resources to undertake that task




B. SDPUC has authority and resources to protect ratepayers.

The SDPUCs authonty (1) to set NSP's rates, (2) to approve or disapprove NSP's
resulting capital structure and (3) 1o undertake prudency review of NSP's utility operatons,
provide ample authonty to protect ratepayers. The Commusston has previously determined it
has sufficient resources to protect ratepayers from the effects of FUCO investments by
unregulated affilates

In NSP's 1996 petition regarding its Czech project the Commission found that it had
such authonty and issued the requested letter  NSP notes that on March 14, 1997 the
Minnesota Public Utiliies Commussion granted the request for up to $500 million FUCO
authonzaton made by Minnegasco on behalf of its new corporate affiliate, Houston
Industnes - NSP's request in this Petition 1s substantially similar to that made by Minnegasco
m Mmnesota  This Commussion should likewise find that it has sufficient resources to protect
ratepayers

Other protections are denved from PUHCA. FUCOs by definition must operate
entirely outside the United States 15 U S A § 792-5(a)3), In addition, Section 33 prevents

NSP from “issufing] any secunty for the purpose of financing the acquisition, or for the

purposes of financing the ownership or operation, or a foreign utility company” and from

In the Matter of the Petstion of Mmnegasco, MPUC Docket No. (;-008/5-96-1581 (March 14, 1997 Order)




“assum|mg] any obhigation or hability as guarantor, endorser, surety, or otherwise in respect
of any secunty of a [FUCO] ™ 15U SC § 792-5f) 1). Moreover, Section 33 prohibits NSP
from “pledgfing][ or encumber{ing] any utility assets or utility assets of any subsidiary thereof
for the benefit of an associate foreign utility company.” 15 US.C. § 792-5b(g). These
statutory restnctions assure that FUCO investments will have no direct impact on NSP's
utility operanons and NSP's customers will see no change in their day-to-day utility service.
Senvice will remain effective and efficient
NSP's FUCO Commitments.

Fmally, NSP makes the following additional commitment to further assure the
Commission that NSP's retail ratepayers will be held neutral in regard to any FUCO.

Neither NSP nor any current or future subsidiary or affiliate will ever seek to recover
cither directly or indirectly from South Dakota ratepayers through regulated utility rates any

costs or expenses assoctated with any investment i any FUCO. Without limitation of the

forceomg. NSP mtends to exclude from South Dakota rate recovery all expenses,

depreciation, retum and associated taxes, interest or other financial costs and the effect such
mvestments might have on the costs of capital or capital structure of NSP or any present or
future affiliate ansing directly or indirectly from any participation in any form of any such

FUCO




NSP will also file with the SDPUC copies of required SEC reports and an annual

report of uts foreign mvestments.  The annual report will include: NSP's total foreign

mvestment including specific projects




V. CONCLUSION

For the reasons stated above, NSP respectfully requests that the Commission issue an

Order cerufying that it has authonty and resources to protect South Dakota ratepayers and

ntends to exercise such authority
Respectfully submitted,

November 17, 1997 BRIGGS AND MORGAN

L
Samuel L. Hanson
Michael C. Knkava

2400 IDS Center

80 South Eighth Street

Minneapolis, MN 55402

(612) 334-8400

and

Jeffrey C. Paulson

Northem States Power Company
414 Nicollet Mall

Minneapolis, MN 55401




EXHIBIT |

LETTERHEAD OF
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION

Mr Jonathan G Katz

Secretary

Secunties and Exchange Commussion
450 Fifth Street N'W

Washington. DC 30549

Dear Mr Katz

Northem States Power Company (NSP) is a public utility subject to the jurisdiction of
the South Dakota Public Unliies Commuission (SDPUC)

NSP has advised this Commission that NSP and its affiliates, including NRG Energy,
Inc . 1s considening acquining an interest in one or more foreign utility companies (FUCOs),
mcluding FUCOs i Canada, Central and South America, the Canbbean, the United
Kmgdom. Lurope, Australia, New Zealand and Asia with a total equity investment not to
exceed $500 milhon. In connection with such acquisitions, NSP has asked this Commission
10 provide to you the certification contemplated in Section 33(a)2) of the Public Utility
Holding Company Act of 1935, which was added to that Act by Section 715 of the Energy
Policy Act of 1992

The SDPUC has junsdiction over the retail electric and gas rates of NSP. The SDPUC
hereby certifies that it

has the authonty and resources to protect the ratepayers of NSP subject to its
junsdiction with respect to such acquisitions; and

mtends to exercise that authonty




This certification is intended to be applicable to acquisitions by NSP or its affiliates
(ncluding NRG Energy, Inc) of interests in such future FUCO ventures as FUCO
mvestments i Canada, Central and South Amenca, the Canbbean, the United Kingdom,
Europe. Austraha, New Zealand or Asia, subject to a cumulative equity investment cap of
$500 mullion  This certification 1s further expressly conditioned on and is subject to being
revised or withdrawn on a going-forward basis by this Commission if it deems that action to
he appropnate

Sincercly,

Office of Public Utlity Regulation
Secunties and Exchange Commission




Public Utilities Commission

January 22 1998

Mr Michael C Krkava
Attorney at Law

Briggs and Morgan
2400 IDS Center

80 South Eighth Street
Minneapolis. MN 55402

Re  Northern States Power Company
Docket EL97-022

Dear Mr Krikava
IV Uheoagh
P sowts Stose Enclosed please find a copy of the letter written in the above mentioned docket for
yc r records  Also enclosed is a copy of the Order Approving Issuance of a Letter
Sl it A copy of the letter was also mailed to Robert Wason of the Secunities and Exchange
. Commission The letter was mailed on January 22 1998
-

If there 1s anything further that | can do for you please don't hesitate to let me know

Pam eboa

PR ————
Very truly yours

Camron Hoseck
Staff Attorney

CH ak

Enc
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF A PETITION BY ) ORDER APPROVING
NORTHERN STATES POWER COMPANY FOR ) ISSUANCE OF A LETTER
A STATEMENT TO THE SECURITIES AND )

EXCHANGE COMMISSION REGARDING )
INVESTMENT IN A FOREIGN UTILITY )

EL97-022

On November 18, 1997, Northern States Power Company (NSP) filed a request with
the South Dakota Public Utilities Commission (Commission) that the Commission issue a
letter to the Securities and Exchange Commission pursuant to 15 USCS Section 792-5b
indicating that the Commussion has junisdiction over NSP.  The certification would
represent that the Commussion has authority and resources to protect ratepayers of NSP
with respect to such acquisitions and that it intends to exercise that authority

As part of its application, NSP represented to the Commission that it and its
affilates intended. including through NRG Energy, Inc , a subsidiary of NSP, to acquire
interests in foreign utility companies in Canada, Central and South America, the
Caribbean. the United Kingdom Europe, Australia, New Zealand and Asia with a total
equity investment not to exceed five hundred million United States dollars

Commussion staff recommended granting a letter of certification with the following
conditions

1 This certification 1s imited to the proposed NRG foreign utility company
investments in the filing with a maximum amount to be spent thereon being five hundred
milhon United States dollars

2 Inthe event NSP acnuires interests in foreign utility companies and the sum total
of trese acquisitions exceed the amount of five hundred million United States dollars upon
which this certification 1s premised, NSP shall provide advance notification to the South
Dakota Public Utilties Commission of its intent to acquire those interests in foreign utility
companies and it shall obtain separate certification for any such additional investment

3 NSP will not encumber any South Dakota property because of these foreign
investments

4 Nerther NSP nor any of its current or future subsidiaries or affiliates will ever
seek to recover. ether directly or indirectly, from South Dakota ratepayers through any
regulated utility rates of any costs, expenses or losses of any nature whatsoever which
may result from this or any other investment in foreign utility companies




5 Thus certfication is conditioned on and subject to being removed or withdrawn
at any time by the Commussion as to any future foreign utility company investments if the
Commussion deems such action is warranted

DN o

Al ts regularly scheduled January 20, 1998, meeting, the Commission considered
this matter  The Commussion voted unanimously to grant the letter of certification, subject
1o the conditions delineated above as recommended by staff

-

The Commuission has junsdiction in this matter pursuant to 15 USCS Section 79z-5b
and SDCL 49-34A-6 It 1s therefore

ORDERED that the Commission shall issue a letter of certification as petitioned for
by NSP upon the five conditions specified above

Dated at Pierre, South Dakota, this ¢/ ol day of January, 1998

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION

/ 5

Jppes /.
TAVES A BURG Cha-ﬁ’

PAM NELSON, Commissioner
{

-~ - P / >
OFFICIAL SEAL 5 4
/7 L0 2. e s

KA SCHOENFELDER, Commissioner




South Datkota
Pubi s Commission

January 21, 1998

Mr Jonathan G Katz

Secretary

Securities and Exchange Commission
450 Fifth Street N W

Washington, DC 20549

Re  Northern States Power Company
EL97-022

Dear Mr Katz

Northern States Power Company (NSP), is a public utility subject to the jurisdiction
f the South Dakota Public Utilities Commission (SDPUC)

NSP has advised this Commission that NSP and its affiliates, including NRo
Energy, Inc . 1s considering acquirng an interest in one or more foreign utility
companies (FUCOs), including FUCOs in Canada, Central and South America,
the Caribbean. the United Kingdom, Europe, Australia, New Zealand and Asia with
a total equity mvestment not to exceed $500 million In connection with such
acquisitions, NSP has asked this Commission to provide to you the certification
contemplated in Section 33(a)(2) of the Public Utiity Holding Company Act of
1935 which was added to that Act by Section 715 of the Energy Policy Act of
1992

This SDPUC has junisdiction over the retail electric rates of NSP pursuant to SDCL
Chapter 49-3d4A  The SDPUC hereby certifies that it

1 has the authority and resources to protect the ratepayers of NSP
subject to its junsdiction with respect to such an acquisition, and

2 intends 1o exercise that authornty

This certfication is intended to be applicable to acquisitions by NSP or its affiiates
(including NRG Energy. Inc ) of interests in such future FUCO ventures as FUCO
investments in Canada. Central and South America, the Caribbean, the United
Kingdom Europe Australia, New Zealand or Asia, subject to a cumulative equity




investment cap of $500 millon This certification is further expressly conditioned on and is
subject to being revised or withdrawn on a going-forward basis by this Commission if it deems that
action to be appropnate

Sincerely y & ///’ //{

- J / /

P/ 24 Vn - 7 L 7
ariss A4y 0T (2 Judte /,fé«.a,@/\
ames A Burg Pam Nelson Laska Schoénfetder

Chairman Commissioner Commissioner

cc Mr Robert Wason
Securities and Exchange Commission
Office of Public Utility Regulation
Division of Investment Management
450 Fifth Street N W
Washington. DC 20549




	Auto-Scan1763
	Auto-Scan1764
	Auto-Scan1765
	Auto-Scan1766
	Auto-Scan1767
	Auto-Scan1768
	Auto-Scan1769
	Auto-Scan1770
	Auto-Scan1771
	Auto-Scan1772
	Auto-Scan1773
	Auto-Scan1774
	Auto-Scan1775
	Auto-Scan1776
	Auto-Scan1777
	Auto-Scan1778
	Auto-Scan1779
	Auto-Scan1780
	Auto-Scan1781
	Auto-Scan1782

