Decision No. C00-1428

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 00A-640G
in the matter of the JOINT application of gREELEY GAS COMPANY AND SLURCO CORPORATION FOR ISSUANCE OF AN ORDER AUTHORIZING THE LEASE OF CERTAIN NATURAL GAS PIPELINE FACILITIES BY GREELEY GAS COMPANY.

commission order authorizing PIPELINE LEASE

Mailed Date:  December 15, 2000

Adopted Date:  December 13, 2000

I. BY THE COMMISSION:


A. Statement

1. On November 20, 2000, Greeley Gas Company, a division of Atmos Energy Corporation (“Greeley”) and Slurco Corporation, a wholly owned subsidiary of Kinder Morgan, Inc. (“Slurco”) (jointly known as “Applicants”), filed a verified joint application.  Applicants seek a Commission order authorizing Greeley to lease certain natural gas pipeline facilities from Slurco and request expedited Commission action.

2. Applicants make reference on the front of the application to a “Notice of Confidentiality” which states that a portion of a document has been filed under seal.  However, the entire document, Pipeline Operating Lease, has been filed under seal by Applicants.

3. On December 4, 2000, Public Service Company of Colorado (“Public Service”) filed a Petition to Intervene.  While Public Service has concerns about the potential effects of Greeley’s proposed new Pagoda Line service on Public Service’s future pipeline operations as well as Greeley’s gas distribution system, Public Service states that it does not oppose the granting of this application.

4. On December 11, 2000, Applicants provided to Staff a non-confidential version of the Pipeline Operating Lease.

5. The proposed pipeline lease affects Greeley’s Northwest/Central Colorado Division which includes the cities and environs in and around Craig, Meeker, Steamboat Springs, Hayden and Milner.

B. Findings of Fact and Conclusions

1. Greeley is an operating public utility subject to the jurisdiction of this Commission and is engaged in the purchase, gathering, transportation, distribution, and resale of natural gas for domestic, mechanical, or public uses in various certificated areas within the State of Colorado.

2. Slurco is a Colorado corporation that owns a natural gas gathering system located in Routt and Moffat Counties, Colorado that includes a segment referred to as the Pagoda Line.  Slurco is a wholly owned subsidiary of Kinder Morgan, Inc.  For the purpose of this proceeding, the Pagoda Line is construed by the Commission as an intrastate pipeline.

3. Greeley provides natural gas and transportation service to end-use customers in and around several towns in the northwestern portion pursuant to Certificates of Public Convenience and Necessity issued by this Commission.  Historically, Greeley has obtained the required upstream pipeline delivery services necessary to meet these customers’ needs from Public Service.

4. Over the years, this area has experienced relatively predictable growth.  As a result of this growth, and in anticipation of significant additional growth in the immediate future, earlier this year Greeley and Public Service attempted to reach an agreement to increase Greeley’s firm contract demand for upstream pipeline service on this portion of Public Service’s system.

5. Greeley represents that Public Service has advised Greeley that, due to system constraints, Public Service could not under any circumstances provide the additional capacity Greeley was seeking for the upcoming 2000 through 2001 heating season and such additional capacity in the future years could only be made available upon the completion of costly upgrades/additions to Public Service’s system in this area.
6. Because Greeley was in immediate need of additional upstream pipeline capacity to meet the needs of its customers in this area during the 2000 through 2001 heating season, Greeley chose the alternative of leasing the Pagoda Line from Slurco. 

7. The Pagoda Line was originally constructed by Northern Natural Gas Company (“NNG”) as part of a gathering system designed to gather gas produced in the Pagoda field south of Craig, Colorado, and deliver it into Questar Pipeline Company’s interstate pipeline system at a point of interconnection north of Craig, as well as into Public Service’s intrastate line at a point of interconnection near Craig.  In 1996, NNG filed an application with the Federal Energy Regulatory Commission (“FERC”) to abandon and transfer the Pagoda Line.  In 1997, the wells in the Pagoda field ceased to be productive.  The abandonment application was approved by the FERC and the Pagoda Line was transferred to Enron Mountain Gathering, Inc. (“EMGI”), a non-regulated gathering affiliate of NNG.  KN Gas Gathering, Inc. (“KNGG”), subsequently acquired the Pagoda Line, along with a number of other gathering and processing assets, as part of a like-kind property exchange with EMGI.  Recently, KNGG transferred the Pagoda line to its affiliate, Slurco, as part of a Kinder Morgan, Inc., asset restructuring plan.

8. Greeley and Slurco have reached agreement on the terms and conditions pursuant to which Greeley, upon Commission approval, will lease the Pagoda line (referred to in the lease as the Pagoda Pipeline Leased Segment) from Slurco for a period of three years.  A description of the Pagoda Pipeline Leased Segment is attached to this Order as Schedule A along with a system map.

9. Approximately 4,000 MMBtu/d of upstream pipeline delivery capacity will be available to Greeley through the Pagoda Line.  This level of additional capacity will be sufficient to ensure that Greeley can meet the anticipated peak day needs of its customers located in and near the Town of Craig during the 2000 through 2001, 2001 through 2002, and 2002 through 2003 heating seasons at a reasonable price.  Service to the remainder of Greeley’s service area in this area will continue through Public Service’s contract, with only the incremental needs for customers located in and near the Town of Craig being served from the Pagoda Line. 

10. Applicants request that the Commission deem this Joint Application complete pursuant to Rule 70 of the Commission’s Rules of Practice and Procedure, and that the Commission decide this matter without hearing pursuant to the abbreviated procedures provided for pursuant to Rule 24 of the Commission’s Rules of Practice and Procedure.

II. ORDER

A. The Commission Orders That:

11. The joint application, as amended, filed by Greeley Gas Company and Slurco Corporation for an order authorizing the lease of certain natural gas pipeline facilities by Greeley Gas Company is deemed complete.

12. The Petition to Intervene filed by Public Service Company of Colorado is granted.

13. Greeley Gas Company is authorized to lease the segment of the Pagoda Line as described in and according to the terms and conditions of the Pipeline Operating Lease between Greeley Gas Company and Slurco Corporation.

14. This Order is effective on its Mailed Date.

C. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 
December 13, 2000.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



RAYMOND L. GIFFORD
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Commissioners
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____________________

Bruce N. Smith

Director
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� Applicants shall submit a copy of the nonconfidential version of the lease to the official file in this case.
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