Decision No. C00-919

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 00A-464S

IN THE MATTER OF THE APPLICATION OF COLORADO NATURAL GAS, INC. FOR AN ORDER AUTHORIZING COLORADO NATURAL GAS, INC. TO ISSUE SECURITIES IN THE FORM OF A NOTE OR NOTES ASSOCIATED WITH BORROWINGS IN AN AGGREGATE AMOUNT NOT TO EXCEED $3,500,000 AND AUTHORIZING THE CREATION OF A LIEN ON ITS PROPERTY SITUATED IN COLORADO AS A RESULT OF SAID BORROWING.

ORDER OF THE COMMISSION GRANTING APPLICATION
Mailed Date:  August 23, 2000

Adopted Date:  August 23, 2000

I. BY THE COMMISSION:

A. Procedure and Record

1. On August 11, 2000, Colorado Natural Gas, Inc., a Colorado corporation (“CNG” or the “Company”), filed its Verified Application, including the exhibits thereto, required under Rule 56 of the Commission’s Rules of Practice and Procedure, 4 Code of Colorado Regulations (“CCR”) 723-1, (collectively, the “Application”).  CNG seeks an order from this Commission authorizing it to issue securities in the form of a note or notes associated with borrowings in an aggregate amount not to exceed $3,500,000 and authorizing the creation of a lien on its property situated within Colorado as a result of said borrowing.

2. Notice of this Application was issued by the Commission on August 16, 2000, allowing persons or entities until August 21, 2000 to intervene or participate as parties in this proceeding and setting this matter for hearing on August 25, 2000.  In addition, CNG published a notice of the Application in the legal notices of The Denver Post on Sunday, August 13, 2000.  An Affidavit of Publication issued by The Denver Post was filed with the Commission on August 16, 2000, and reflects that The Denver Post is a newspaper of general circulation under Rule 4(b)(1) of the Commission’s Rules of Practice and Procedure, 4 CCR 723-1.  Due and proper notice of this matter has been given and no one seeks intervention or opposes the granting of the Application.

3. CNG has requested this Commission to determine this matter without hearing and on modified procedure.  Because no one has intervened in connection with the Application, it is appropriate that this Commission consider this matter in accordance with § 40-6-109(5), C.R.S., and Rule 24 of this Commission’s Rules of Practice and Procedure, 4 CCR 723-1. 

B. Findings of Fact

1. CNG is a Colorado corporation qualified to do business within the State of Colorado.  Its Restated Articles of Incorporation, as amended, have been filed with this Commission, and it is in good standing with the Colorado Secretary of State.  The Company provides gas utility service to various areas in the State of Colorado.  The Application has been filed in accordance with § 40-1-104, C.R.S., which requires a public utility to obtain the approval of this Commission before it issues securities, including those in the form of a note or notes associated with certain borrowings, or creates a lien on its property situated within the State of Colorado.

2. On June 30, 2000, CNG had 5,000,000 shares of Preferred Stock authorized.  On June 30, 2000, 31,250 of such shares were issued and outstanding.  CNG has paid $340,761 in preferred stock dividends during the years since the issuance of such preferred stock, including the present year.  On June 30, 2000, CNG had 10,000,000 shares of Common Stock authorized.  On June 30, 2000, CNG had 585,665 shares of Common Stock issued and outstanding.  

3. The purpose of the Application is to obtain an order authorizing the issuance of a security in the form of a note or notes associated with certain borrowings in an aggregate amount not to exceed $3,500,000 and the creation of a lien on its property situated within the State of Colorado associated with such borrowings.  The purpose of the issuance of such securities and the creation of the associated lien on its property within Colorado is primarily to generate proceeds to finance the construction of two expansion projects referred to in the Application as the Homestead and Gilpin projects, and secondarily to finance accounts receivable, to provide working capital, and for general corporate purposes.  The Commission previously issued a Certificate of Public Convenience and Necessity (“CPCN”) to CNG in Docket No. 99A-313G for the Homestead and Gilpin expansion projects.

4. CNG anticipates that the term of the note or notes will not exceed 18 months; however, one or more of the notes may be structured such that, at the Company’s option the term can be converted or extended for an additional term of years not to exceed 10 years from the date of conversion/extension.  The interest rate payable under the note or notes will not exceed 1.5 percent above the prime rate of interest.  Repayment of the note or notes would be secured by a lien placed on certain CNG property within the State of Colorado relating directly to the Homestead and Gilpin expansion projects, including CNG’s Homestead and Gilpin service areas CPCNs, the distribution facilities being constructed to serve the Homestead and Gilpin service areas, and the revenues generated from the provision of service to customers within these service areas.  

5. The issuance of securities in the form of a note or notes associated with such borrowings and the creation of a lien on CNG’s property relative thereto which are the subject of the Application are not subject to the registration requirements of the Securities and Exchange Commission.  Therefore, a Form S-3 Registration Statement need not be provided to the Commission.

6. At a meeting of CNG’s Board of Directors on July 7, 2000, the Board of Directors authorized, among other matters, its proper officers to execute and file the Application or to cause the Application to be filed.

7. The Application contains all of the information required under Rule 56 of the Commission’s Rules of Practice and Procedure, 4 CCR 723-1. 

8. CNG, the issuance of securities, and the creation of a lien on its property situated within Colorado are subject to the jurisdiction of this Commission.  

9. The issuance of securities in the form of a note or notes and the creation of a lien on its property situated within Colorado, as described in the Application, are consistent with the provisions of the public utilities law, are for a lawful purpose, and are not inconsistent with the public interest.

10. The Application should be granted and issuance of securities in the form of a note or notes and the creation of a lien on its property situated within Colorado referenced therein should be authorized and approved.

II. order

C. The Commission Orders That:

1. The Application (Docket No. 00A-464S) of Colorado Natural Gas, Inc., is deemed complete and granted.

2. Colorado Natural Gas, Inc., is hereby authorized to issue securities in the form of a note or notes associated with borrowings in an aggregate amount not to exceed $3,500,000 and to create a lien on its property situated within Colorado associated with such borrowings as described herein and in the Application.

3. Within 60 days following the execution of said borrowings, Colorado Natual Gas, Inc., is to submit a copy of the note or notes as authorized by this Order.  Colorado Natural Gas, Inc., should notify the Commission within 90 days if the said borrowings and notes are not finalized.

4. Nothing contained herein shall be construed to imply any recommendation or guaranty of any obligation with regard to Colorado Natural Gas, Inc’s securities approved under the Application on the part of the State of Colorado or the Commission.

5. The hearing on this matter, now set for August 25, 2000, is vacated.

6. This Decision and Order shall be effective on its Mailed Date.

D. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 
August 23, 2000.
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Bruce N. Smith
Director
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