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General Counsel’s Office/Date

SUBJECT:
Additional Staff Recommendation

DATE:

January 23, 2003

By its ORDER DIRECTING FILING of December 31, 2002, the Commission directed Aquila to file a verified pleading, not later than January 13, 2003, indicating whether the Transmission Line Agreement, entered into on December 31, 1968, including the requirement that the transmission line be sold after 33 years, was, and is, not detrimental to the interests of Aquila, Inc.’s (Aquila’s) ratepayers.  Commission Staff was directed to file an additional recommendation no later than ten days after the Aquila filing.  In its Order Directing Filing, the Commission noted that it was concerned, in particular, about the financial aspects of the transaction and whether Aquila has received adequate compensation for the sale of this asset.

On January 13, 2003, Aquila, Inc. filed a SUPPLEMENTAL REPORT asserting its position that the Transmission Line Agreement, including the provision for the sale of the line after 33 years, is not detrimental to the interests of Aquila’s ratepayers.  

The Staff is of the opinion that the sale and transfer of the transmission facilities is not detrimental to Aquila’s ratepayers.  Review of the limited historical records involving rate cases concerning St. Joseph Light & Power Company (SJLP), indicate that the cost of the 345 kV line in question was non-jurisdictional and therefore was never included in the development of the retail rates of SJLP.  Although this history is difficult to confirm, an SJLP reply to a Staff data request in a previous rate proceeding involving SJLP and information provided by Aquila in this docket, lead Staff to this conclusion.  The revenue and expenses associated with this transmission line would not have been included in establishing the rates of SJLP’s retail customers since the costs associated with construction of the line was non-jurisdictional.  Consequently, the transfer of these transmission facilities pursuant to the application under consideration should not impact subsequent rate proceedings involving Aquila ratepayers.

Even if these transmission facilities were treated as jurisdictional, for ratemaking purposes, orders from this Commission concerning the treatment of the sale of public utility assets, have treated jurisdictional facilities as sold at original cost less depreciation.  As noted by Aquila in footnote 6 of its January 13, 2003 Supplemental Report, any gains or losses from these transactions have been treated as accruing to the utility’s shareholders, not the utility’s ratepayers.  Also, even if these transmission facilities were treated as jurisdictional, the fact that the facilities are almost fully depreciated would minimize any ratemaking impact.

SJLP and MidAmerican Energy Company’s (MidAmerican’s) predecessor, Iowa Power & Light Company, set the financial and operational parameters for the transaction, and the sales price, in the Transmission Line Agreement (Agreement) executed in 1968.  The Staff concurs with Aquila’s Supplemental Report that this Agreement was included with the application in Case No. 16,734 as Exhibit A and that this Agreement was discussed in the cross-examination of Company witness Mr. Donald Runquist, President, SJLP.  However, there is no reference to the Agreement in those pages of the Commission’s Report and Order that can be found.  Given the treatment of this transmission line as non-jurisdictional and that Case No. 16,734 was not a ratemaking proceeding, the Staff would not necessarily expect a Staff position on the sale price in the record in Case No. 16,734, nor would the Staff expect a Commission determination.  The Staff does not expect any change in the operation of the transmission line if ownership is transferred from Aquila to MidAmerican.  Also, Aquila states in footnote 2 of the Supplemental Report that the line is “not necessary or useful” in serving the Aquila Networks-L&P division.

  MidAmerican’s predecessor contracted with SJLP for SJLP’s construction, operation and maintenance of the 345 kV line in question, and the delivery of power from the Cooper Nuclear Plant at the Nebraska-Missouri border to the Iowa-Missouri border.  Moreover, the contract provided for the sale of the 345 kV transmission line by SJLP after 33 years of operation.  This final course of action, agreed to by SJLP and MidAmerican’s predecessor, is what is being sought by the pending application. 


The Staff has verified that Aquila has filed its annual report and is not delinquent on any assessment.  The Staff is not aware of any other matter before 

the Commission that affects or is affected by this filing; however, the following cases are pending before the Commission:

GO-2002-452

Review of Purchased Gas Adjustment Clauses in the Tariffs of Local Distribution Companies

Missouri Public Service

GR-2000-520

EC-2002-278

GR-2001-461

ER-2001-672

GR-2002-392

St. Joseph Light & Power 
EC-2002-277

Aquila, Inc.


GX-2002-478



EO-2002-384
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Attachment A








� MidAmerican is a member of an independent transmission company, TRANSLink Transmission Company (TRANSLink); TRANSLink is a member of the Midwest Independent Transmission System Operator, Inc. (Midwest ISO).  Aquila is considering joining the Midwest ISO and is considering joining the Midwest ISO as a member of TRANSLink.  The Staff’s position that Aquila’s proposed transaction in this proceeding is not detrimental to the public interest is not intended to indicate the Staff’s position should Aquila file for Commission authorization to transfer control of its transmission facilities in Missouri to the Midwest ISO by Aquila joining the Midwest ISO alone or as a member of TRANSLink.





