Decision No. C97-426

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 97A-141S

IN THE MATTER OF THE APPLICATION OF K N ENERGY, INC. FOR APPROVAL OF: (1) THE ISSUANCE AND SALE TO K N CAPITAL TRUST I OF UP TO $103.1 MILLION AGGREGATE PRINCIPAL AMOUNT OF JUNIOR SUBORDINATED DEFERRABLE INTEREST DEBENTURES DUE 2037, (2) THE GUARANTEE OF THE CAPITAL SECURITIES AND COMMON SECURITIES OF K N CAPITAL TRUST I, AND (3) THE REGISTRATION RIGHTS AGREEMENT, THE EXCHANGE JUNIOR SUBORDINATED DEFERRABLE INTEREST DEBENTURES DUE 2037 AND THE EXCHANGE GUARANTEES WHICH MAY BE REQUIRED THEREUNDER.

SUPPLEMENTAL ORDER OF THE COMMISSION MODIFYING PRIOR AUTHORIZATION

Mailed Date:  April 22, 1997

Adopted Date:  April 22, 1997

I. by the commission

A. Statement

1. Decision No. C97-389 dated April 10, 1997, author-ized K N Energy, Inc. ("K N" or "Applicant"), to issue it's Junior Subordinated Deferrable Interest Debentures, make limited guarantees of the Trust obligations of K N Capital Trust I and to enter into the Registration Rights Agreement and to issue the Exchange Subordinated Debt Securities and the Exchange Guarantees which may be required therein.  This is all in connection with a financing mechanism referred to in the financial markets as Cap-ital Trust Pass-through Securities as described in that decision.  The financing as then envisioned would have a 40-year term for all of the K N debt securities, Trust securities, the guarantees, and the other instruments.

2. On April 16, 1997, K N filed its Motion of Applicant:  (1) to Modify Order in Decision No. C97-389 Adopted April 10, 1997 So as to Allow the Shortening of the Term of the Approved Securities and Guarantees to Accommodate Market Condi-tions; and (2) to Waive Response Time to This Motion ("Motion").  In this Motion, K N advises us that the nation's financial mar-kets are in a period of substantial and rapid change.  In view of those changes, the 40-year term on these instruments may be too long and Applicant asks us to modify our prior order so as to permit the term to be "up to 40 years."  As of the filing of the Motion, K N notes that the interest rates on a 30-year debt could be 10 basis points less than on a 40-year debt.  This amounts to about $100,000 a year.  K N asks for flexibility in the term of these instruments so as to enable it to negotiate the most eco-nomical cost of debt.

3. This proceeding was commenced on March 25, 1997 when Applicant filed its Verified Application for an Order Under Section 40-1-104 C.R.S. ("Verified Application").  On that date, K N published a notice of the Verified Application in The Denver Post.  On March 28, 1997, the Commission gave further notice.  The Colorado Office of Consumer Counsel was served a copy of the Verified Application.  No one has intervened or submitted com-ments.  The proceeding is unopposed.  Due to the urgency of the matter, and in consideration of the fact that there are no other parties, K N has asked that the Commission waive response time to its Motion.  Order provisions below will grant this waiver.

4. The cost of financing obtained through the nation's financial markets is subject to change.  The flexibility in the term of the instruments here sought by K N will assist it in obtaining a lower cost of debt than would otherwise be incurred.  In our prior decision, we found that these financing mechanisms and instruments are consistent with the provisions of the public utilities law, are for a lawful corporate purpose, and are not inconsistent with the public interest.  With the modifi-cations here sought by K N, those conclusions continue to be cor-rect and are affirmed.

5. The Motion should be granted.

II. ORDER:

A. The Commission Orders That:

1. Response time to the Motion of K N Energy, Inc., filed April 16, 1997 is waived.

2. The Motion of K N Energy, Inc., dated April 16, 1997 is granted and K N Energy, Inc., is authorized to issue its Junior Subordinated Deferrable Interest Debentures for a term of up to 40 years as indicated by market conditions, and K N Energy, Inc., is authorized to make parallel and coordinated adjustments to the terms of the previously authorized Guarantees, Registra-tion Rights Agreement, Exchange Subordinated Debt Securities, and Exchange Guarantees approved in our Decision No. C97-389.

Except as modified herein, the decision and order in Decision No. C97-389 remains in full force and effect.

The authority granted herein shall be exercised from and after the date of this Decision and Order and shall be effective forthwith.

This Decision is effective on its Mailed Date.

ADOPTED IN COMMISSIONERS' DELIBERATION MEETING APRIL 22, 1997.
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____________________

Bruce N. Smith

Director
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COMMISSIONER VINCENT MAJKOWSKI ABSENT.
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