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(Decision No. LL4SLG)

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

: S AL
*

IN THE MATTER OF THE APPLICATION OF
EASTERN COLORADO UTILITY CO,, FOR A
CERTIFICATE OF CONVENIENCE AND NEC-
ESSITY TO PURCHASE, DISTRIBUTE AND

SELL NATURAL GAS IN THE INCORPORATED
TOWN OF KIT CARSON, CHEYENNE COUNTY,
CCLCRADD, TC THE AREAS AZ-ACENT THERETC
AND ALONG THE ROUTE CF THE DISTRI-
BUTICN MATN T¢ EE CONSTRUCTED TC
RENDER SUCH SERVICE.

APPLICATION NO. 13520
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Appearances: Hastings and Lefiferdink, Esgs.,

Eads, Colorado, for applicant;

Robert 4. Dick, Esq., and James
Nelson, Esq., Denver, Colo-
rado, for Pikes Peak Natural
as Company, Protestants;

E. M. Jones, Mayor of the Town
of Kit Carson, for said Town;

T. M. MeNulty, Denver, Colorado,
for the Commission.

STATEMENT

By the Commission:

On June 28, 1955, Eastern Colorado Utility Co., through
its attorneys, filed an spplication with this Commission for a
certificate of public convenience and necessity to purchase,
distribute and sell naturel gas in the incorporated Town:' of
Kit Carson, Cheyenne Ccunty, Colorado, in the areas adjacent
to said Town, and along the route of the lateral bringing gas
in the transmission main to the Town, arnd to exercise franchise
rights granted to the Ccmpany by the Board of Trustees of the
Town of Kit Carson.

The matter was set for hearing, and heard, after due
notice to &ll interested parties, on August 9, 1955, at ten

o'clock A. M., at 330 State Office Building, Denver, Colorado,
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ard at the conczlusion of the evidence, was taken under advisement.

By letter of July 15, 1955, applicant requested permission
from the Commission to amend Paragraph (4) of its filed application
in the instant matter. Thke amendment, in effect, changed the
ownership of the proposed lateral from applicant to Colorado
Interstate Gas Company after said lateral would be constructed by
applicant herein. The lateral is approximately five miles in
lengtk, and would transpert the gas “rom the main transmission line
of Colorad> Interstate Gas Cowmpany to the Town border station at
Kit Carson. Av the heering. 2oumsel for applicant agein requested
the Commiasion to te permitted to amend the application in
accordance with the letter filed on July 15, 1955. There being
no ctjection t> the Amenduent, the Commission granted tke request
in accordance with said letter.

Eastern Colorado Utility Co., applicant kerein, is a
Ccloradc corporaticn orgenized axd existing by virtue of the laws
of said State, and by its Articles of Incorporation is authorized
to do business as a public utility in the distribution and sale of
natural gas. A certified copy of aprlicant's Certificate of In-
corporation, together with an Amendment thereto, have heretofore
been filed in Application No. 13519.

The Post Office address of applicant 1s Eads, Colorado.
The incorporators and Board of Trustees are: J. F. Schmitt,
George D. Crow, and Allen F. Payne, all of Eads, Colorado. Mr.
Crow is the President, Mr. Schmitt is the Vice-President, and
Mr. Payne 1s the Secretary of the corporation.

Testimony at the hearing revealed that Messrs. Schmitt
and Crow are partners in a contracting business. The partnership
has had considerable experience in the past in the construction
of pipe line systems for gas and water, and, as & result, the
pertnership has the necessary equipment for the installation of
the system contemplated herein, and they have the ability to
not only install the system but to operate it, due to their
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past experience. If the cervificate is granted herein, the
partaership will furnish all the necessary materials and labor

and will construct the gas system. In return for material and
services, the partnerskip will accept capital stock of the
corporation. The capital stock of the corporation is authorized

at 1,000 shares of $100 par value. The actual original cost of

the gas system will be determined after construction, and the

stock will be exchanéed on a dollur-for-dollar basis. In the event
that there is any profit to Schmitt and Crow as a partnership, it

will te set out end so designated in any bill rendered from the

m

partnership to ths corporation. At the hearing, Mr. Crow, as
President of the corporation and gs a witness for applicant,

stated tke corparation would set out on its books any profit

paid ty the corpcration to Schmitt and Crow.

Applicant has previously been 1lssued a certificate to
serve the Town of Sheridan Lake in Application No. 13519. The
following exhibits submitted in that application were made a
part of this record, by reference:

Exhibits A & P: Articles of Incorporation and Amendment;

Exhibit F: Application of the Colorado Interstate Gas
Company to FPC to supply gas to Kit Carson;

Exhibit L: Agreement between Schmitt and Crow as co-
partners and the corporation, for the
construction of the distribution system
in Kit Carson; ’

Exhibit M: Financial statement of Mr. George D. Crow;

Exhibit N: Fipancial statement of Partnership of
- Schmitt and Crow;

Exhibit Q: Financial statement of Joseph F. Schmitt.

Also incorpcrated, by reference, was the testimony of
Allen F. Payne, given in Application No. 13519.

It was estimated that the cost of construction for the
facilities to serve Kit Carson would amount to $20,087. The
Balance Sheet of Eastern Colerado Utility Co. submitted at the

hearing as Exhibit "J" reveals total assets in the amount of
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$21,000, of wkich $10,000 is cash on deposit. No current lia-
bilities are cutstanding ageinst the Company. Exhibit "M", by
reference, from Application No. 13519, is a financial statement
of Mr. George D. Crow, individual, listing his net worth at over
$115,000, of which approximately $13,000 is fluid assets. Exhibit
"N'" also, by reference from said application, is a financial
statement of the partnership of Schmitt end Crow. This statement
reveals that the net worth of the partnership amounts to $41,856.53,
of wkick approximately $6,300 is in cash. Exhibit "Q" also, by
reference from sgid application, is a financial statement of Mr.
Joseph F. Schmitt, listing his nst worth as approximately $43,000,
of waich $6,000 is in fluid assets. Both Mr. Crow and Mr. Schmitt
kave pledged the assets of the partnership and their respective
individusel assets as a guarantee for the performance bty the Cor-
poration of the const-uction and operation of the gas system
sougkt to be certificated herein.

Applicant wlll obtaln its gas from the Colorado Interstate
Gas Company, tae wholesale supplier of gas in this area. Introduced
as Exhibit "F" herein, by reference from Application No. 13519, was
a copy of an application made by Colorado Interstate to the Federal
Power Commission, seeking authority to deliver gas to applicant
for distribution and sale in the Towns of Sheridan Lake and Kit
Carson.

Applicant expects to serve approximately 145 customers in
Kit Carson and the surrounding area. It was estimated that it would
take approximately sixty days after start of construction to con-
struct the distribution system in the Town. Applicant also proposed
to odorize all gas in its distribution mains prior to the sale to
customers.

Because of the smallness of the proposed operation, appli-
cant advocated that each customer to be connected to the system

pay as a "Contribution in Aid of Construction" an amount of $25.00.
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This, in the opinion of the witness, would tend to make this
project more economically feasible. f applicant were not per-
mitted to charge the $25.00 for each customer, then the witness
sdvocated a siightly higher gas rate. Cross-examination at the
hearing, of the various customer-witnesses, revealed that there
vas no unanimity as to either method proposed by the Company.
Some of the witnesses were not sure that they would he willing
to contribute $25.00, and scme of these same witnesses did not
feel they should pay the higher rate in lieu fthereof. The staff
requested that applicant file as a late-filed exhibit, either a
Consent by the prospective customers that they would be willing
to pay the $25.00 econtrizution, or else woulidl agree to a rate
slightly higner than the one originally proposed by epplicant,
as set Torth in the Agreement introduced at Exhidit "D" in the
instant mattser. On S=ptember 14, 1055, attorneys for applicant
advised the Commission that “he Company and the customers wvere
unable to reach an agreement in regard to the contribution or
the increased rate, and therefore the Company has agreed to
render the service at the rates as initially proposed and without
collecting any amount as a "Contribution in Ald of Construction.™

Introduced at the hearing as Exhibit "A" was a copy of
Ordinance No. 24, passed and approved on final reading by the
Board of Trustees of the Town of Kit Carson, on November 1, 195,
granting to Eastern Colorado Utility Co., its successors and
assigns, the right and authority to construct, install, maintain,
and operate, a gas transmission and distribution system for the
sale of gas in sald Town. The franchise is for a pericd of
twenty-five years. Applicant accepted said franchiee on Novem-
ber 17, 1954, and & copy of said acceptance i& filed herein as
Exhibit "B." Exhibits "A" and "B" are made a part of this
Statement, by reference.

The Meyor of Kit Carson, and other prospective customers

in the Town amd surroundirng area, testified as to the necessity

-5«



https://1nsta.ll
https://Compa.ny
https://or!gir.al.ly

for natural gas. All of the witnesses believed that natural gas
would be more convenient than the "bottle gas® now being used
and desired this new service. The only controversy, as heretofore
noted, was over the "Contribution in Aid of Construction'" or the
higher rate. Filed as Exhibit "E" at the hearing was a Resolution
by the Town RBoard, authorizing its Mayor, E. M. Jones, to appear
before the Commission in support of the instant application.

The mearest natural gas utility %o Kit Carson is the
Pikes Pesk Naturzl Gas Company st Eads, Colorado, approximately
twenty miles south of Kit Carson. Pikes Peak protested the granting
of the instant application. Introduced as Exnibit "F" at the hearing
was a certified copy of Ordinance No. 25, signed by the Town Clerk
of Kit Carson. Ordinance No. 25 cancels and terminates Ordinance
No. 22 which granted a franchise for natural gas to Plkes Peak
Netural Gas Company. Trere is no confiict between applicant's
proposed operations in Kit Carson and any other natural gas public
utility.

Applicant has been informed as to the Commission's require-
ment regarding the Uniform System of Accounts to be maintained,
the filing of Annusl Reports, the Rules Regulating Gas Service
promulgated by the Commission, and the procedure for the filing
of rates, rules and regulations by the utility. 1In the interest
of public health and safety, applicant shall be required to
install suitable equipment to odorize all gas in its mains before

sale to customers. The fee for the issuance of the certificate

sought herein will be based upon the estimate of applicant for
the cost of the system in an amount of $20,087.
FPINDINGS

THE COMMISSION FINDS:

That Applicant, Eastern Colorado Utility Co., proposes
to operate as a public utility as defined in Colorado RE€vised
Statutes, Chapter 115, Section 1-3.

fhat this Ccomission has Jurisdiction of the proposed
coperations of said Company, and of the subject matter of the
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instant application.

That the Commission is fully advised in the premises.

That Eastern Colorado Utility Co., applicant herein, is
a corporation duly qualified to do business in the State of Colo-
rado, and that a certified copy of its Articles of Incorporation
and the Amendment thereto has heretofore been filed with this
Commission.

That applicant is fully qualified financially and other-
wise to conduct the operations proposed herein.

T-at public econvenience and necessity require the approval
of the construction, installation, maintemance, and operation of
the necessary gas transmissicn and distribution lines to serve the
Town of Kit Carson, Ckteyenne County, Coloradoc.

That public convenience and necessity require the exercise
by applicarnt herein of the rights and privileges granted to appli-
cant by the Becard of Trustees of the Town of Kit Carson in and by
Ordinance Nz. 24 < November 1, 1954,

That publie convenience and necessity require that appli-
cant be permitted to serve customers located contiguous to the
Town of Kit Carson and along the lateral supplying gas fram the
transmission main of Colorado Interstate Gas Company to said Town.

That public health and safety require the installation
by applicant of suitable equipment to odorize all gas in its
distribution mains before sale to customers on its gas distri-
bution system.

That at least fifteen (15) days before gas is sold to
any of the prospective customers urder the certificate to be
granted herein, applicant should file with this Commission its
proposed rate as set forth in Exhibit "D", and the rules and
regulations under which it proposes to render gas service under
its certificate.

That applicant should, within ninety (90) days after

the completion of the construction of the facilities authorized
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herein, file with the Commission the "as constructed" map of

the system, together with the actual cost of construction, item=-

ized in accordance with the Uniform System of Accounts for Gas
Utilities, as prescribed by the Commission, setting forth therein

any profit that applicant herein may have paid to Messrs. Schmitt

ard Crow, either as individuals or as a partnership, for the construc-
tion of the facilities proposed herein.

THE COMMISSION QRDERS:

That public convenience and necessity require the approval
of the construction, installation, maintenance and operation of the
necessary gas transmission and distribution lines to serve the Town
of Kit Carson, Cheyenue County, Colorado, and the exercise by
applicant herein of the righ*s and privileges granted to appli-
cant by the Board c¢f Trustees of the Town of Kit Carson, in amd
by Ordinance No. 24, of Novemver 1, 1954, for gas service in said
Town, and for the supplying of gas service in the area contiguous
to said Town and along the lateral supplying gas from the trans-
mission main of Colorado Interstate Gas Company, and this Order
shall be taken, deemed and held to be a certificate of public
convenience and necessity therefor.

That applicant shall install suitable equipment to odorize
all gas in its distribution lines prior to sale to customers on
its gas distribution system.

That at least fifteen (15) days before gas is sold to any
customers under the certificate granted herein, applicant shall
file with this Commission the rate as set forth in Exhibit '"D"
and the rules and regulations under which it proposes to render
gas service under its certificate.

That applicant shall, within ninety (90) days after the

completion of the construction of the facilities authorized herein,
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file with the Commission the "as constructed" map of the system,
together with the actual cost of construction, itemized in
accordance with the Uniferm System of Accounts for Gas Utilities
as prescribed by the Commission, setting forth therein any profit
that applicant hkerein may have paid to Messrs. Schmitt and Crow,
either as individuals or as a partnership, for the construction of
the facilities proposed herein.

Tnat any motions taken under advisement at the hearing
amd not Leretofore ruled cn, are lLereby denied.

Thet applicant sha’l commence construction of the gas
transmission and distribution syster authcrized herein within six
(6) months from the date herecf, and shall complete such construc-
tion cf sald facilities witkin one [!) year's time after the start

of seid censtructi-n cor this csrtiTicate shall become null and void.

vJ

Tear %cois Oxder shalil become effkective as of the day and

[EE PTrLZC UTILTTIES COMMISSION
OF THE STATE OF COLORADO

L ST s

Commissioners.

Lated at Denver, Cocloreado,
this 23rd day of September, 1955.
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