STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 14th day of December, 2004.

In the Matter of the Application of Missouri Gas Utility,
)

Inc., for a Certificate of Public Convenience and
)

Necessity Authorizing It to Construct, Install, Own,
)

Operate, Control, Manage and Maintain a Natural Gas
)
Case No. GO-2005-0120

Distribution System to Provide Natural Gas Service in
)

Parts of Harrison, Daviess and Caldwell Counties, to
)

Acquire the Gallatin and Hamilton, Missouri, Natural
)

Gas Systems, and to Encumber the Acquired Assets.
)

ORDER APPROVING STIPULATION AND AGREEMENT

Syllabus:  In this order, the Commission approves the stipulation and agreement filed on December 8, 2004.  

Background and Procedural History:

On October 29, 2004, Missouri Gas Utility, Inc. (MGU), filed its application with the Missouri Public Service Commission pursuant to Section 393.170, RSMo 2000, 4 CSR 240‑2.060, 4 CSR 240‑3.205, and 4 CSR 240‑3.210.  MGU requests that the Commission approve its application for a certificate of convenience and necessity; approve the acquisition of the Gallatin and Hamilton, Missouri, natural gas system assets; grant it the authority to encumber those assets in connection with the acquisition, and authorize MGU to file tariffs to establish rate, rules, and regulations.

In its application, MGU notes that it seeks to acquire the natural gas systems currently operated by the cities of Gallatin and Hamilton, Missouri.  These cities formerly operated the systems under lease‑purchase agreements.  However, the cities have defaulted on those agreements and as a result, there are currently no gas supply contracts in place for the winter season.  MGU states that it is attempting to purchase the systems from the trustees and to complete the transactions in sufficient time to prevent the disruption of gas service to the Gallatin and Hamilton customers.

MGU is a Colorado corporation.  MGU’s principal office will be located at 702 East Corine, Gallatin, Missouri 64640.  MGU is a subsidiary of CNG Holdings, Inc.  CNG Holdings’ principal office is located in Littleton, Colorado.  CNG Holdings also owns Colorado Natural Gas, Inc., which provides natural gas service to approximately 6,300 customers in Colorado.

The City of Gallatin Natural Gas Distribution System serves the City of Gallatin and the surrounding communities of Coffey, Jameson, and Brooklyn, Missouri.  The system currently has approximately 460 customers.  Construc​tion of the Gallatin system was financed through the use of a lease‑purchase agreement.  Under the agreement, Gallatin leased and operated the system.  MGU indicates that Gallatin has defaulted on the lease agreement.

The City of Hamilton Natural Gas Distribution System serves the City of Hamilton and surrounding areas.  The system currently serves 277 customers.  Construction of the Hamilton system was also financed through the use of a lease‑purchase agreement under which Hamilton leased and operated the system.  MGU notes that Hamilton has defaulted on the lease agreement.

On November 4, 2004, the Commission issued an order providing notice and directing interested parties to file applications to intervene.  No parties filed applications to intervene.  However, on November 19, 2004, the Commission issued an order making the cities of Gallatin and Hamilton parties and scheduling an On-the-Record Presentation.  The Commission conducted the On-the-Record Presentation in this matter on November 23, 2004.   On December 3, 2004, the Commission issued an order scheduling an evidentiary hearing on December 9, 2004.

On December 8, 2004, the Commission’s Staff filed a Nonunanimous Stipulation and Agreement.  A copy of the Stipulation and Agreement is attached to this order as Attachment 1.
  The Agreement purports to resolve all issues and is signed by Staff, MGU, and the Office of the Public Counsel.  The Stipulation and Agreement suggests that, subject to the conditions in the Stipulation, the Commission issue an order authorizing MGU to acquire the natural gas franchise, works, or systems of Gallatin and Hamilton, Missouri; granting MGU a certificate of convenience and necessity for the provision of natural gas service to the public in the service area described in the Agreement; and approving the proposed encumbrance and authorizing MGU to complete the transaction. 

The Agreement contains conditions related to service quality, depreciation, gas safety, gas supply, the service territory, the tariff, uniform systems of accounts, corporate allocation issues, acquisition costs, plant in service, affiliate transactions, surveillance, PGA/ACA review, risk of project success, financial issues, insulation of MGU, the first general rate case, and other issues.  Along with the Agreement, the parties provided, as Appendix C to the Agreement, illustrative tariff sheets.  The parties agree that the Commission should order MGU to file tariff sheets in the form and substance of those illustrative sheets.  

Although the cities of Gallatin and Hamilton did not sign the Agreement, they promptly filed a pleading entitled Non‑objection to Stipulation and Agreement.  The cities indicate that they do not oppose the Agreement, do not request a hearing, and that they encourage the Commission to approve the Stipulation and Agreement.

Also on December 8, 2004, the Commission issued an order postponing the December 9th hearing. That order rescheduled the hearing as an On‑the‑Record Presentation on December 16th on the Stipulation and Agreement.

On December 10, 2004, Staff filed its suggestions in support of the Stipulation and Agreement.   

Decision:

The Commission has considered MGU’s Application and supplement, Staff and Public Counsel’s responses, the Stipulation and Agreement, the Non‑objection to Stipulation and Agreement, along with the rest of the file.  Based upon its review, the Commission concludes that the Stipulation and Agreement filed on December 8, 2004, is in the public interest and should be approved.

IT IS THEREFORE ORDERED:
1. That the Stipulation and Agreement (Attachment 1) filed on December 8, 2004, is approved, and the parties are ordered to comply with its terms.

2. That no later than January 2, 2005, Missouri Gas Utility, Inc., shall file proposed tariff sheets that are in the form and substance to the illustrative tariff sheets found in Appendix C to the Nonunanimous Stipulation and Agreement.

3. That the evidentiary hearing scheduled for December 16, 2004, is canceled. 

That this order shall become effective on December 18, 2004.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Gaw, Ch., Murray, Clayton,

Davis, and Appling, CC., concur.

Ruth, Senior Regulatory Law Judge

� The assets were offered for sale on November 30, 2004; MGU was the only bidder.





� Due to the number of pages, the proposed tariff sheets are not included in Attachment 1.





1
5

