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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265
	





IN REPLY PLEASE REFER TO OUR FILE



January 31, 2011


A-2010-2213369
A-2011-2221461

TO ALL PARTIES:

	Re:  Joint Application for approval to Transfer the Interests and Shares in DQE Holdings 	LLC, currently owned by DUET Investment Holdings Limited, to Epsom Investment Pte 	Ltd, a subsidiary of GIC Infra Holdings Pte Ltd, and to approve the Resulting Change in 	control of Duquesne Light Company and DQE Communications Services LLC

On December 12, 2010, Duquesne Light Company (Duquesne Light), Epsom Investment Pte Ltd (Epsom), and DUET Investment Holdings Limited (DUET) and Diversified Utility and Energy Trust No. 3 (DUET3) (collectively, the Joint Applicants) filed a joint application pursuant to Chapter 11 of the Pennsylvania Public Utility Code and the Commission’s policy statement at 52 Pa. Code §69.901 for a change of control whereby all of DUET’s and DUET3’s interests and shares in DQE Holdings LLC (DQE) will be transferred to Epsom.  On January 20, 2011, the Joint Applicants amended their application to include the change of control of DQE Communications Network Services LLC (Network Services).  Epsom is a direct wholly-owned subsidiary of GIC Infra Holdings Pte Ltd and an indirect wholly-owned subsidiary of the Government of Singapore Investment Corporation Pte Ltd.  Duquesne Light Holdings, the parent company of Duquesne Light and Network Services, is wholly-owned by DQE.  DUET and DUET3 currently control a 28.95% ownership interest in DQE.  Consequently, the proposed transaction would result in a change of the controlling interest in Duquesne Light and Network Services.

The Commission is required to approve mergers and acquisitions that result in direct or indirect control of a Pennsylvania public utility pursuant to 66 Pa. C.S. § 1102(a)(3) and the policy statement at 52 Pa. Code §69.901.  Additionally, the Pennsylvania Supreme Court held that those seeking approval of a utility merger must demonstrate that the merger will affirmatively promote the service, accommodation, convenience, or safety of the public as set forth in City of York v. Pa. PUC, 295 A. 2d 825 (Pa. 1972). 

The Commission has assigned the case to the Office of Administrative Law Judge for hearing and recommended decision.  In order to create a complete record in this matter, the Joint Applicants and other parties are hereby directed to address the issues and areas of concern identified in Attachment A of this letter.  The areas of concern listed in Attachment A is not intended to limit the relevant issues that may be raised by the parties in this matter to determine whether the proposed merger is necessary or proper for the service, accommodation, convenience, or safety of the public.
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							BY THE COMMISSION,



							Rosemary Chiavetta
							Secretary

Enclosure

cc:   	All Parties of Record (per attached list)
Office of Administrative Law Judges
	Kathy Aunkst


PARTIES OF RECORD

MICHAEL W. GANG ESQUIRE			IRWIN POPOWSKY ESQUIRE
ANDREW S. TUBBS ESQUIRE			OFFICE OF CONSUMER ADVOCATE
POST & SCHELL, PC				5TH FLOOR FORUM PLACE
17 NORTH SECOND STREET			555 WALNUT STREET
12TH FLOOR						HARRISBURG PA  17101-1923
HARRISBURG PA  17101-1601			717.783.5048
717.731.1970					spopowsky@paoca.org
mgang@postschell.com			
atubbs@postschell.com

		AND

David B. MacGregor, Esquire 			WILLIAM R LLOYD JR ESQUIRE
Post & Schell, PC					OFFICE OF SMALL BUSINESS
Four Penn Center					ADVOCATE
1600 John F. Kennedy Boulevard			1102 COMMERCE BUILDING
Philadelphia, PA  19103-2808			300 NORTH SECOND STREET
dmacgregor@postschell.com			HARRISBURG PA  17101
							717.783.2525
Representing the Joint Applicants			willloyd@state.pa.us
					


JOHNNIE E SIMMS ESQUIRE
PA PUC OFFICE OF TRIAL STAFF 
PO BOX 3265
HARRISBURG PA  17105-3265
717.787.4886		
josimms@state.pa.us	
				




Transfer of DQE Holdings LLC interests and shares owned by DUET Investment Holdings Limited to Epsom Investment Pte Ltd

A-2010-2213369
A-2011-2221461

Items to be investigated in detail before the Administrative Law Judge:

1. Review the impact of the proposed corporate structure of the merger and how this proposed structure is in the public interest?  What will be the impact on the corporate board of directors of DQE Holdings, LLC which ultimately controls Duquesne Light Company and DQE Communications Network Services LLC?  

2. What will be the impact on the corporate decision making process of the Macquarie Group as its ownership moves from a 64.3% equity interest to a collective equity interest of only 35.39%?  

3. To what extent will the Government of Singapore have an impact on the decision making process on the corporate board of directors that ultimately controls Duquesne Light Company and DQE Communications Network Services LLC?

4. Have the conditions of the Settlement Agreement which transferred control of Duquesne Light Holdings to DQE Holdings, LLC and approved by the Commission in Docket Numbers A-110150F0035 and A-311233F0002 been met?  What impact will the change of control have on this Settlement Agreement?

5. What, if any, ring-fencing mechanisms are presently in place, or proposed as part of this transaction, to protect Duquesne Light Company and DQE Communications Network Services LLC from the business and financial risk of its parent companies and any other non-regulated affiliates?  Are any changes or additions necessary to better protect the public interest and make Duquesne Light Company’s regulated transmission and distribution business more bankruptcy remote?

6. What is the financial impact of the proposed change of control on Duquesne Light Company and DQE Communications Network Services LLC?  Will the change of control create a more leveraged organization? How will the availability of funds for investment in the distribution and transmission system of Duquesne Light Company be affected?  How might investment in smart meters be impacted?

7. Investigate the impact the proposed merger may have on the potential for anticompetitive behavior per 66 Pa. C.S. § 2811(a).  How will the change of control affect wholesale and retail competition for electric generation suppliers?
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