BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the Matter of the Application of Aquila, Inc., for 
 
)

Authority to Sell and Transfer to MidAmerican

)

Energy Company 23.3 Miles of a 345,000-Volt

)       Case No. EM-2003-0091
Electric Transmission Line in a Portion of

)  
Atchison County, Missouri

)


ORDER DIRECTING FILING
On September 4, 2002, Aquila, Inc. applied for authority to sell a portion of a 345 KV electric transmission line located in Atchison County, Missouri, to MidAmerican Energy Company, an Iowa utility.  The transmission line cuts across the northwest corner of Missouri, running 23.3 miles from the Missouri-Nebraska border near the Cooper Nuclear Power station, to the Missouri-Iowa line.  The line connects MidAmerican to the nuclear plant and does not serve any retail customers in Missouri.  

The application indicates that the transmission line was built as the result of a Transmission Line Agreement signed on December 31, 1968, by St. Joseph Light & Power Company – now owned by Aquila – and Iowa Power & Light Company – now MidAmerican. The 1968 agreement requires Aquila to sell the transmission line to MidAmerican after it has been in service for 33 years.  The sale price is established in the agreement as the original cost of construction less 3 percent, per year, depreciation, plus the cost of non-depreciable items such as rights of way and easements.  The agreed upon purchase price is $183,274, subject to an adjustment for property taxes paid by Aquila for the 2002 tax year.    

On December 19, 2002, the Staff of the Commission filed a recommendation and memorandum.  Staff indicates that it has reviewed the application for transfer of assets and has concluded that the transaction will not be detrimental to the public interest.  None of Aquila’s customers receive service off this transmission line so no change of service provider will result from the sale of the line.  There will be no interruption or deterioration of service to Aquila’s customers as a result of the sale.  The sale of the transmission line will not affect the tax revenues of Atchison County because the purchaser, MidAmerican, will be responsible for payment of those taxes after the transfer of the line.  Staff recommends that the Commission approve Aquila’s application, while reserving any ratemaking determinations resulting from the sale for a future rate proceeding. 

Staff’s recommendation indicates that the Commission approved the construction of the transmission line in a report and order issued on June 2, 1969.  However, a review of the incomplete copy of that report and order that is contained in the Commission’s records does not indicate that the Commission has ever approved the 1968 Transmission Line Agreement and its requirement that the transmission line be sold after 33 years.  It appears that under Section 393.190, RSMo, as it exists today, and as it existed in 1968, St. Joseph Light & Power Company should have applied for the authority to sell this asset in 1968, when it entered into the Transmission Line Agreement.  

Obviously, the past cannot be changed, but the Commission would like to have some assurance that the Transmission Line Agreement, including the requirement that the transmission line be sold to MidAmerican Energy, was, and is, not detrimental to the interests of Aquila’s ratepayers.  In particular, the Commission is concerned about the financial aspects of the transaction and whether Aquila has received adequate compensation for the sale of this asset.  Unfortunately, neither Aquila’s application, nor Staff’s recommendation, address that question.

In order that the Commission may obtain more information, Aquila will be directed to file an additional verified pleading indicating whether the Transmission Line Agreement, including the requirement that the transmission line be sold to MidAmerican Energy, was, and is, not detrimental to the interests of Aquila’s ratepayers.  

IT IS THEREFORE ORDERED:

1.
That not later than January 13, 2003, Aquila, Inc. shall file a verified pleading 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 ratepayers. 

2.
That the Commission’s Staff shall file an additional recommendation no later than ten days after Aquila files the additional pleading required by the preceding paragraph.    

3.
That this order shall become effective on January 10, 2003.










BY THE COMMISSION










Dale Hardy Roberts










Secretary/Chief Regulatory Law Judge

( S E A L )

Morris L. Woodruff, Senior Regulatory 

Law Judge, by delegation of authority 

pursuant to Section 386.240, RSMo 2000.

Dated at Jefferson City, Missouri,

on this 31st day of December, 2002.
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