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Staff Response



COMES NOW the Staff of the Missouri Public Service Commission and as its Recommendation regarding the Amended Application of UtiliCorp United, Inc. (now known as “Aquila, Inc.”) filed on March 18, 2002, respectfully states as follows:

1.  
On October 30, 2001, Aquila, Inc. filed with the Commission, pursuant to Section 393.190 RSMo 2000 and 4 CSR 240-2.060(12), an Application requesting authority to acquire 100% of the outstanding shares of Avon Energy Partners Holdings from EI UK Holdings, Inc.  The Commission approved that Application on December 18, 2002, subject to a series of conditions.

2.
 On March 18, 2002, Aquila filed a Motion for Supplemental Order or Alternatively Second Amended Application (“Amended Application”).  Aquila indicated that it had a change of financial partners in the acquisition, and that the structure of the acquisition had changed.   The Commission denied Aquila’s motion for a supplemental order, but granted Aquila’s request to amend its Application.  

3.
In its Amended Application, Aquila seeks authority to acquire, indirectly, seventy-nine and nine tenths percent (79.9%) of economic interest in Avon Energy Partner Holdings (Avon), the parent company of Midlands Electricity plc (Midlands), a Birmingham, U.K. based electric distribution company.  FirstEnergy will retain the other twenty and one tenths percent (20.1%) economic interest.  Each party will control fifty percent of the voting power of Avon, which is the same voting power sharing Aquila requested in its original filing.

4.  In Staff’s opinion, Aquila’s request in its Amended Application is not detrimental to the ratepayers of its Missouri Public Service and St. Joseph Light & Power divisions.  This standard, as applied to stock transfers such as those the Commission reviews under Section 393.190 and 4 CSR 240-2.060(12), was enunciated by the Missouri Supreme Court in State ex rel. City of St. Louis v. Public Service Comm’n, 73 S.W.2d 393, 400 (Mo.banc 1934).  Accordingly, in the attached Memorandum (“Appendix A”), Staff recommends approval of Aquila’s request, subject to the conditions specified in the Memorandum.  Specifically, Staff recommends that nothing in the Commission’s order shall be considered a finding by the Commission of the value of the transaction for ratemaking purposes, and that the Commission reserves the right to consider the ratemaking treatment to be afforded the transaction in any later proceeding; that the Commission’s order shall not be deemed precedent for any future transaction; that any adverse financial effects of this acquisition shall be borne by Aquila’s stockholders; that all records pertaining to this transaction shall be maintained at Aquila’s headquarters and be made available to Staff; that Aquila shall be prepared to provide documentation of proper cost allocations to non-regulated entities; that Aquila shall include any costs borne by the Missouri Public Service and St. Joseph Light & Power divisions related to these non-regulated subsidiaries in the monthly surveillance reports sent to Staff; and that Aquila shall not take any action that would cause the financial statements of Aquila LLC to become consolidated with those of Aquila until it files and receives approval to do so from the Missouri Public Service Commission.  


WHEREFORE, the Staff respectfully requests that the Commission issue an Order granting Aquila’s request to acquire the outstanding shares of Avon Energy Partners Holdings, subject to the specific conditions set forth in the Staff’s attached Memorandum. 
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