                                                        



            STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a Session of the Public Service Commission held at its office in Jefferson City on the 16th day of May, 2002.

In the Matter of Missouri Gas Energy’s Application

)

for a Determination of Certain Matters Pertaining to 

)

Case No. GO-2002-48
its Safety Line Replacement Program


) 


ORDER APPROVING AMENDED APPLICATION


On July 30, 2001, Missouri Gas Energy (MGE), a division of Southern Union Company, filed an application asking the Commission to determine certain matters pertaining to MGE’s Safety Line Replacement Program.  Specifically the application relates to two aspects of the Safety Line Replacement Program, Farm Tap Service Lines, and Master Meter Trailer Parks.   This order approves MGE’s amended application.


MGE’s Application, as filed on July 30, 2001, explains that since 1990, MGE (and its predecessor in interest) has been engaged in a substantial infrastructure replacement project known as the Safety Line Replacement Program (SLRP).  The Application explains that two aspects of the implementation of the SLRP require the involvement of the Commission.  The first relates to Farm Tap Service Lines.


The Application indicates that Farm Tap Service customers receive retail service directly off the interstate pipeline system.  These customers are generally able to obtain this service because of the right-of-way agreements, under which the pipeline company laid transmission lines over the farm property.  In other words, in return for allowing the pipeline company to construct the pipeline over the farmer’s land, the farmer was allowed to tap into the pipeline to obtain natural gas service. 


The farm tap customers are actually customers of the pipeline company.  However, MGE provides billing service to approximately 600 farm tap customers, primarily off the Williams Pipeline Company’s system.  MGE owns the meter and odorant pot, the pipeline company owns the regulator, and the farm tap customer owns the service or yard line.  MGE renders bills to the customers, fills the odorant pots, reads meters, responds to service calls, and leak surveys the service lines. 


If the service lines of the farm tap customers must be replaced under MGE’s SLRP, MGE estimates that it would cost approximately $1.8 million.  Most of the cost of replacing service lines would be borne by the farm tap customer.  MGE indicates that complete replacement of these farm tap service lines is not necessary given the rural nature of the lines and because there have been few leaks on these service lines.  


MGE proposes that the Commission find that the farm tap service lines need not be replaced as part of the SLRP.  MGE would continue to leak survey these lines and repair or replace them as needed.  In addition, MGE proposes measures that would formalize the relationship of MGE with the pipeline company and the farm tap customers. 


The second aspect of the SLRP for which MGE seeks a modification relates to Master Meter Trailer Parks.  The Application indicates that MGE and Staff have identified approximately sixteen trailer parks where a master meter is on the property and service is provided to individual premises through MGE-owned meters, but the balance of the distribution system on the trailer park grounds is not owned by MGE.  The Application indicates that it is unclear what the Commission’s rules require regarding replacement of these services and mains within the trailer parks.  MGE does not want to purchase the existing distribution systems and the owners of the trailer parks have not requested that MGE re-pipe their distribution systems.       


MGE proposes to replace these trailer park distribution systems as part of its SLRP with a deadline of June 30, 2006, for completion of the replacement work.  Such replacement would be considered part of the SLRP and associated costs would be subject to deferral pursuant to any Accounting Authority Order (AAO) issued by the Commission for SLRP expenditures.  The owners of the trailer parks might be billed for a part of the cost of replacement, as provided in MGE’s tariffs.  After replacement, MGE would own and operate the distribution systems. 


The Commission issued an Order and Notice on August 1, giving notice of MGE’s application to the County Commission of the counties in MGE’s service territory, to the members of the general assembly who represent the counties in MGE’s service territory, and to the newspapers that serve the counties in MGE’s service territory.  That order also directed that any person wishing to intervene should file an application to intervene no later than August 21.  No applications to intervene were filed.

 
On April 12, 2002, the Staff of the Commission filed its Recommendation and Memorandum.  Staff generally recommended approval of MGE’s Application but recommended certain specific modifications to MGE’s proposal.  First, with regard to the Farm Tap Customers, Staff indicated that such customers are technically customers of Williams Pipeline Company and therefore, these service lines would not fall under the pipeline replacement program requirements of MGE’s SLRP.  Williams Pipeline Company

is subject to federal pipeline safety requirements, which do not require that such service lines be replaced on a specific schedule.  


Staff also indicated that MGE’s service to these Williams Pipeline customers is not a regulated tariff service, but is instead a non-regulated customer contract service.  Staff is concerned that MGE’s regulated customers should not be subsidizing MGE’s service to these farm tap customers.  Staff recommended specific changes to MGE’s proposal to address that concern.


Second, with regard to the Master Meter Trailer Parks, Staff generally agreed with MGE’s proposal.  However, Staff recommends that MGE provide written notice of its plans to owners and residents of Master Meter Trailer Parks. 


On May 2, 2002, MGE filed a response to Staff’s recommendation, accompanied by a First Amended Application.  MGE’s response indicates its agreement with Staff’s recommendations, and the First Amended Application incorporates the changes recommended by Staff.  On May 10, 2002, Staff filed a reply to MGE’s response in which it indicates that MGE’s First Amended Application fully complies with Staff’s recommendation.  Staff recommends that the Commission approve MGE’s First Amended Application.


No other party has filed a response to MGE’s First Amended Application and no party has requested a hearing regarding that Application.    The requirement for a hearing is met when the opportunity for hearing has been provided and no proper party has requested the opportunity to present evidence.
  Since no one has asked permission to

intervene, or requested a hearing, the Commission may grant the relief requested based on the application.


The Commission has considered MGE’s First Amended Application, along with Staff’s recommendations.  The Commission concludes that MGE’s First Amended Application should be approved.  


IT IS THEREFORE ORDERED:


1.
That the First Amended Application filed by Missouri Gas Energy, a division of Southern Union Company, on May 2, 2002, is approved.   

2.
That MGE shall handle the maintenance and replacement of the service lines of Farm Tap Customers in the following manner:

a.
Williams Gas Pipelines-Central will provide MGE $500,000 in exchange for which MGE will accept responsibility for providing retail service to these customers.  MGE shall assume no responsibilities or obligations of any right-of-way agreements that may exist between these Farm Tap Customers and an interstate pipeline company.  Nor shall MGE’s acceptance of retail service responsibilities for these Farm Tap Customers impair any rights that may exist as a result of any right-of-way agreements between these Farm Tap Customers and an interstate pipeline company.  Consistent with past practice, MGE’s provision of retail service to these Farm Tap Customers shall be treated as an “incidental” service for accounting and

ratemaking purposes.  Inquiry may be made during future general rate proceedings as to whether these Farm Tap Customers are being subsidized by the balance of MGE’s customer base.  Adjustments to the revenue requirement may be proposed as a result of such inquiry but MGE does not acquiesce to the reasonableness of any such future adjustment, which will need to be assessed on the basis of the facts prevailing during such future proceeding.

b.
The service lines of the Farm Tap Customers need not be replaced under the SLRP.  MGE will continue to leak survey these lines annually.  If a leak is found, MGE shall either replace the service line in its entirety or repair the leak on a permanent basis, at MGE’s sole discretion.  Such repair and replacement work need not be performed by MGE so long as it is done by a qualified individual in a manner up to MGE standards.  In the event the service line is replaced in its entirety, MGE shall thereafter leak survey that service line as prescribed by 4 CSR 240-40.030

c.
In the event that repair or replacement of a Farm Tap service line is necessary, the customer shall be responsible for the associated costs. If the customer does not agree to pay such costs or have the work done by a qualified individual in a manner up to MGE standards, MGE shall not be required to replace the Farm Tap service line and shall discontinue service.  MGE will coordinate with the affected customer repair and replacement work performed on the customer-owned portion of Farm Tap Service Lines and this work will be up to MGE standards.  MGE will provide written notice to Farm Tap Customers of the nature and resolution of its Application through the letter appended to the First Amended Application as Attachment A.

3.
That MGE shall handle Master Meter Trailer Parks in the following manner:

a.
All services and mains in the Master Meter applications will be replaced by MGE by June 30, 2006.  Any such replacement will be considered a part of the SLRP and the associated costs (e.g. depreciation expense, property taxes and carrying costs) will be subject to deferral pursuant to any Accounting Authority Order (AAO) issued by the Commission for SLRP expenditures, including the AAO granted by the Commission in Case No. GR-2001-292, in its order dated July 5, 2001.  Commission approval of this paragraph shall not be construed as requiring the Commission to grant an AAO with respect to MGE’s SLRP in the future, or to require subsequent rate recovery of SLRP costs deferred through issuance of an AAO.  All MGE capital expenditures for this work shall be included in rate base, subject to review of the reasonableness of the associated costs. 

b.
Replacements will be prioritized with those distribution systems in the worst shape being replaced first.

c. Charges to the trailer park owner for the replacement of mains and services shall be in accordance with MGE’s approved tariff provisions for main extensions and service replacements.

d. MGE shall not be required to replace services or mains at a given trailer park unless the trailer park owner provides an easement satisfactory to MGE for the purpose of installing the facilities in question.

e.
In the event that the trailer park owner does not permit the replacement work to be done according to schedule (by refusing access to MGE, by refusing to pay the necessary charges, or by refusing to provide satisfactory easement), MGE shall disconnect service to that trailer park.  Prior to such disconnection, MGE shall provide notice, by hangtag or posting in a conspicuous place, to the trailer park owner and the residents of the trailer park.  MGE will provide written notice to affected Master Meter Trailer Park owners and residents of the nature and resolution of its Application through the letter appended to the Amended Application as Attachment B.

f.
Until the distribution system is replaced, the current method of leak surveying and leak repair will continue for the Master Meter Trailer Parks. 

4.
That this order shall become effective on May 26, 2002.

BY THE COMMISSION 

( S E A L )


Dale Hardy Roberts


Secretary/Chief Regulatory Law Judge

Simmons, Ch., Murray and Lumpe, CC., concur

Gaw, C., dissents

Forbis, C., absent

Woodruff, Senior Regulatory Law Judge

� State ex rel. Rex Deffenderfer Enterprises, Inc. v. Public Service Commission, 776 S.W.2d 494, 496 (Mo. App. 1989).  
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