Decision No. C01-1125

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 01A-400G

IN THE MATTER OF THE JOINT APPLICATION OF KINDER MORGAN, INC. AND CITIZENS COMMUNICATIONS COMPANY FOR THE APPROVAL OF THE TRANSFER OF CERTAIN FACILITIES AND PROPERTIES FROM CITIZENS COMMUNICATIONS COMPANY TO KINDER MORGAN, INC. AND AUTHORIZING THE TRANSFER OF THE CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY OF SAID NATURAL GAS FACILITIES AND PROPERTIES ON AN EXPEDITED BASIS PURSUANT TO THE COMMISSION’S MODIFIED PROCEDURES.

DECISION GRANTING APPLICATION

Mailed Date:  October 31, 2001

Adopted Date:  October 31, 2001

I.
BY THE COMMISSION:

A. Statement

1. By Verified Joint Application filed August 31, 2001, Kinder Morgan, Inc. (“KMI” or “Transferee”) and Citizens Communications Company
 (“Citizens” or “Transferor”) request that the Commission authorize Citizens to sell, and for KMI to acquire, all of Citizen’s natural gas utility assets, including its certificates of public convenience and necessity (“CPCNs”) and operations located within the State of Colorado.

2. Citizens’ Colorado operations are in two distribution systems known as the Arkansas Valley System and the Western Slope System.  With certain minor exclusions, it proposes to sell all of its assets, including its CPCNs as listed on Appendix 1, located within the State of Colorado to KMI in accordance with the terms of a Purchase and Sale Agreement dated July 13, 2001, between KMI and Citizens.

3. Notice of the pendency of this Joint Application was given to all interested persons, firms, and corporations on September 5, 2001.  This Notice required that anyone seeking intervention should do so on or before October 5, 2001.  Only the International Brotherhood of Electrical Workers, Local No. 111 sought intervention.  Both Citizens and KMI responded and objected to this proposed intervention.  On October 19, 2001, the intervention of the union was withdrawn.  

4. The Commission deemed the Joint Application complete at its Weekly Meeting on October 17, 2001.  The Joint Application requests, in the event it is unopposed, that the Commission decide the matter without hearing in accord with the modified procedure under Rule 24 of the Commission’s Rules of Practice and Procedure.  On October 15, 2001, KMI renewed this request. 

5. The Joint Application as filed and supplemented is complete and includes all information and data necessary for the Commission to make an informed decision.  We grant the request for modified procedure and decide the matter without hearing.

B. Findings of Fact

6. Kinder Morgan, Inc.

a. KMI is a Kansas corporation qualified to do business in the State of Colorado and is in good standing with the Secretary of State of the State of Colorado.  KMI provides retail natural gas sales and distribution transportation services to residential, commercial, industrial, and agricultural customers from its local distribution systems located in the States of Colorado, Nebraska, and Wyoming.

b. KMI is a local distribution company serving over 30 towns on the western slope of Colorado and 4 towns on the front range, with retail distribution of natural gas to 35,000 residential, 5,000 commercial, and 1 industrial customer.  Its northeastern Colorado gas distribution service is in and near the towns of Akron, Eckley, Fleming, Haxtun, Holyoke, Julesburg, Otis, Ovid, Paoli, Wray, and Yuma.

c. KMI’s wholly-owned affiliate Rocky Mountain Natural Gas Company (“Rocky Company”) conducts operations as an intrastate transmission natural gas pipeline on the western slope of the State of Colorado.  It owns 717 miles of pipeline extending north to Moffat County, south to San Miguel County, east to Eagle County, and west to Garfield County.  Rocky Company is a public utility subject to the jurisdiction of this Commission.  Neither KMI nor any of its subsidiaries or affiliates hold operating rights, performs service, or conducts operations which duplicate or overlap the CPCNs and properties involved in this transaction.

7. Citizens Communications Company

Citizens is a Delaware corporation which operates as a natural gas public utility within the State of Colorado, subject to the jurisdiction of this Commission.  It is a telecommunications service provider.  System wide, it provides numerous telecommunications services, but it also provides other utility services such as electric, natural gas, waste water, and water utility services.  These operations are provided in Arizona, California, Colorado, Hawaii, Illinois, Indiana, Ohio, Pennsylvania, and Vermont.  It has made a corporate decision to divest its public utility operations in order to focus its resources on the telecommunications side of its business.

8. Citizens Colorado Service Areas

a. Within the State of Colorado, Citizens holds numerous CPCNs issued by this Commission as shown on Appendix 1.  It performs natural gas utility service in two distribution systems known as the Arkansas Valley System and the Western Slope System.  Together they serve approximately 10,600 and 2,800 customers, respectively.

b. In its Arkansas Valley System, Citizens serves Las Animas and Fort Lyon (unincorporated) in Bent County; Crowley, Ordway, Olney Springs, and Sugar City in Crowley County; and Cheraw, Fowler, La Junta, Manzanola, North La Junta (unincorporated), Rocky Ford, and Swink in Otero County.  In addition, Citizens serves areas adjacent to and between these municipalities.  In its Western Slope System, its serves Pagosa Springs and Fairfield (unincorporated) in Archuleta County; Bayfield, Gem Village (unincorporated), and a described area in La Plata County; and a described area in Mineral County.  In this system, it also serves areas adjacent to the municipalities and unincorporated villages.

9. Purchase and Sale Agreement

By the Purchase and Sale Agreement dated July 13, 2001 (Agreement), Citizens proposes to sell to KMI all of its Colorado natural gas distribution systems, facilities, real property, personal property, and other assets, tangible and intangible, including CPCNs, as identified in the Agreement.  This includes office equipment and furniture, material and supplies, small hand tools, computer equipment, vehicles, pipelines, pipe, meters, regulators, line pack, gas inventory, construction work in progress, real property, right-of-ways and, with minor exclusions, all other tangible or intangible property owned by Transferor relating to its retail gas distribution business located within the State of Colorado.  Transferee will assume specified liabilities, accruals, and other obligations.  The unadjusted purchase price for these properties is $11,000,000.  At the time of closing, that purchase price will be adjusted for certain liabilities missing assets, and other matters.  The properties being acquired by KMI will be recorded on its books at book value (original cost less accumulated depreciation to date of sale).  The Transferee has represented and committed that it will not attempt, for ratemaking purposes, either in this proceeding or any future proceeding, to recover any acquisition premium or transaction costs arising out of, or in connection with transfer of the facilities, property, and CPCNs from Citizens to KMI.

10. KMI Service and Operations

a. KMI initially intends to maintain Citizens’ two Colorado distribution systems as a separate operating division to be known as the La Junta Operating Division.  This division will be responsible for local operations, maintenance activities, measurement, and safety.  General and administrative activities, including management, legal, regulatory, and environmental services, will generally be provided through KMI’s Lakewood, Colorado offices.  Customer service will be integrated into and provided through KMI’s existing customer service operations for all KMI natural gas distribution areas.

b. Most of Citizens’ present employees will be offered continuing employment with KMI.  On-site operation, maintenance activities, and service calls will be handled by current employees of Citizens who will be retained by KMI after the acquisition.  Most of these employees will continue their current responsibilities.  In the future, KMI will provide staffing to meet the needs of customers served from the Arkansas Valley and Western Slope Systems as circumstances dictate.

c. KMI currently intends to keep both of Citizens’ local offices located in La Junta and Pagosa Springs, Colorado open and presently plans to maintain a drop box for payments in both locations for customers who prefer to drop off payments rather than using the mail.  KMI maintains a mobile dispatch system for responding to service calls.  When a service call is registered, it assigns appropriate personnel the task of responding to the call.  KMI plans to implement this system for the Arkansas Valley and Western Slope areas as well.  Service calls made with respect to these distribution systems will generally be handled by personnel from La Junta and Pagosa Springs offices, respectively.  KMI personnel from other Colorado operating divisions will be available to handle service calls as needed.

11. Rates, Charges, and Other Tariff Provisions

KMI is not seeking any changes in rates, charges, or tariff provisions as a result of this Joint Application.  Citizens’ tariff, including the rates and regulations of Citizens, are on file with the Commission and will be adopted by KMI as a result of the asset transfer proposed in this Joint Application.

C. Conclusions

12. Citizens has made a corporate decision to divest itself of its gas utility properties.  Its assets and CPCNs within Colorado “...may be sold...as any other property...upon authorization by the Commission...” § 40-5-105 (2000), C.R.S.  Rule 55 of the Commission’s Rules of Practice and Procedure 4 Code of Colorado Regulations 723-1-55, requires generally that the transaction be shown not to be contrary to the public interest and that the Transferee be a fit person to operate the properties.

13. Transferee is fit, willing, and able, financially and otherwise, to properly operate the utility properties being acquired and to perform the service authorized and set forth in the CPCNs which it will acquire from Citizens Communications Company shown on Appendix 1.

14. The transaction to transfer assets as set forth in the Purchase and Sale Agreement between Citizens Communications Company and KMI dated July 13, 2001 as described in the findings above is not contrary to the public interest and should be granted.

15. The Commission issued Notice of the Application on September 5, 2001.  No protest, objections, or petitions to intervene and requests for hearing are outstanding.  Therefore, the application may be granted without hearing.

16. The granting of the requested asset transfer will be in the public interest, and it should be granted

II.
ORDER

A.
The Commission Orders That:

17. The transaction in which Kinder Morgan, Inc., is acquiring certain assets and certificates of public convenience and necessity and assuming certain liabilities, accruals, and other obligations from Citizens Communications Company is authorized and approved and the certificates of public convenience and necessity shown on the attached Appendix 1 are transferred to Kinder Morgan, Inc.

18. The Joint Application, as supplemented, to transfer assets between Citizens Communications Company and Kinder Morgan, Inc., is granted.

19. The tariff of rates, charges, rules, and regulations as filed with this Commission by Citizens Communications Company shall be, and become, as to the acquired service areas, the tariff of rates, charges, rules, and regulations of Kinder Morgan, Inc., until changed in accordance with law and this Commission’s rules and regulations.

20. Kinder Morgan, Inc.’s request that it will not attempt to recover any acquisition premium or transaction costs arising out of or in connection with transfer of the facilities, property, and certificates of public convenience and necessity from Citizens Communications Company to Kinder Morgan, Inc., is granted.  For ratemaking purposes, any acquisition premium and the transaction costs incurred in or in connection with the transaction which is here authorized, shall not be allowed, either in this Decision or in any future proceeding involving this acquisition.

21. Kinder Morgan, Inc., shall record the transaction authorized in this Order in its books of account in accord with the Uniform System of Accounts at book value (original cost less accumulated depreciation) on the date the transaction is closed.  A copy of the journal entry used to record the transaction will be filed with this Commission within a reasonable time after the closing of the transaction.

22. This Order is effective on its Mailed Date.

B.
ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 

October 31, 2001.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



RAYMOND L. GIFFORD
________________________________



POLLY PAGE
________________________________



JIM DYER
________________________________

Commissioners
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ATTEST: A TRUE COPY
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Bruce N. Smith
Director

�	Citizens conducts its natural gas utility operation within the State of Colorado under the name of Citizens Utilities Company.  As such, reference in this Decision to “Citizens” is meant to be synonymous with both the formal corporate name, Citizens Communication Company, and the name under which Citizens operates in Colorado, Citizens Utilities Company.
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