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TO:
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Case No. GT-2004-0062, File No. JG-2003-2219
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FROM:
Robert Leonberger, Energy Department – Gas Safety/Engineering



/s/Warren Wood 11/19/03______                          
/s/ Thomas R. Schwarz   11/19/03

       
Energy Department/Date              
 

General Counsel's Office/Date

SUBJECT:
Staff Response to ORDER DIRECTING STAFF FILING in the Matter of Southern Missouri Gas Company, L.P.’s Tariff to Establish a Right of Refusal for Customers with Alternative Fuel Sources 

DATE:
November 19, 2003

On November 3, 2003, in an ORDER DIRECTING STAFF FILING, the Commission ordered the Staff to make a filing to aid the Commission in its consideration of the tariff.  Staff was to: (1) “…address concerns that the right of refusal could be used to unfairly compete with alternate fuel providers…” and, (2) “…discuss whether a rule of general applicability would be appropriate to address safety concerns when both natural gas and another gaseous fuel could be used at a customer’s premises.”
.


The Gas Safety/Engineering Staff (Staff) will address the two issues contained in the Commission’s November 3, 2003 Order, as well as submit additional information that may aid the Commission in its consideration of the proposed tariff. 

1.  Competition with Alternative Fuel Providers.

In order for a customer to switch from propane to natural gas or from natural gas to propane, physical alterations must be made to the gas consuming appliances.  Orifices on appliances must be changed and in the case of water heaters, the entire control box must be replaced.  Staff does not believe that the proposed safety tariff will affect decisions to switch from one fuel to the other. 
In the situation that precipitated this tariff, Southern Missouri Gas Company, L.P. (SMGC or Company) encountered a two-unit building where one unit was being served with propane and the second unit in the building applied for natural gas service.  SMGC refused natural gas service to the second unit because the Company believed the situation posed a potential hazard.  The tenant in the first unit would be unlikely to incur the expense of converting appliances to natural gas service so the tenant in the second unit can receive natural gas, unless those costs can be recovered by cheaper (compared to propane) ongoing fuel costs.  The likely result will be SMGC not serving the customer that applied (first unit would not convert to natural gas unless economically feasible) and SMGC will lose a potential customer.  Staff is not aware of a situation where the tariff would create a competitive advantage for SMGC over other fuel providers.  The only competitive advantage for SMGC would occur when it is economical for the customer to convert their appliances for natural gas service with the expectation of lower on-going natural gas prices when compared to the alternatives.

2.  Rule of General Applicability.

In general, tariff provisions detail situations (safety or otherwise) specific to the company’s operations.  SMGC is the only natural gas provider who has requested this particular tariff provision.  Other natural gas operators have not approached Staff concerning this specific issue.  Rule changes of general applicability are contemplated when more than one operator is experiencing problems or if an issue has general applicability.  Justifications for a statewide rule change have been encountered when a large number of operators have filed for waivers from existing rule provisions.  With those filings, Staff has shown a rule change is necessary due to wide spread applicability.  This is not to say that SMGC’s proposed tariff is not valid, or say that the Staff will wait until a situation is wide spread before we act.  This is an issue that particularly affects SMGC.  Staff believes the tariff addresses a unique situation of a relatively new natural gas company, operating in a predominantly rural setting in southern Missouri that has traditionally used propane and wood.  The majority of the natural gas customers in Missouri are in areas with long-established natural gas service where propane has not been considered as an option.  In fact, in many larger communities that receive service from natural gas providers, local ordinances prohibit placement of propane tanks.  Therefore, the Staff believes that, at this time, the proposed SMGC tariff language most appropriately addresses the situation.          

3.  Conversion of Appliances from Propane Service to Natural Gas Service.  

As noted in paragraph 1, in a typical application, appliances have to be altered to burn propane or natural gas.  Therefore, customers are not able to simply “turn a valve” and switch from propane to natural gas or from natural gas to propane without changes to their appliances.  So, a propane customer would have to spend money to convert their appliances to safely and properly burn natural gas due to the difference in BTU content of the two gases.  Interruptible natural gas customers need to have dual-fuel capability due to the possibility of interruption of their natural gas service.  In these cases where natural gas is the primary fuel and propane is the alternate fuel, propane must be mixed with air to reduce the BTU value so the propane-air mixture has approximately the same BTU content as natural gas for the appliance to burn properly.  Interruptible natural gas customers that use propane (or other fuels) as an alternate fuel would not be affected by this tariff and the use of the dual-fuels would still be allowed.

SUMMARY

The Staff believes the safety reasons and concerns for the tariff are accurately stated on page 3, paragraph 6 of the SMGC September 19, 2003 Response to the Commission’s ORDER DIRECTING FILING, and are quoted below. 

6.  The intended purpose of the proposed tariff provisions is related to gas safety.  These tariff provisions are intended to minimize the possibility that there will be two (2) sources of gaseous fuels present on a premises that could pose a safety hazard to our customers and employees.  In addition, it also poses a safety hazard to fire department personnel, police or other emergency service providers when an emergency occurs that requires the source of gas to be turned off in order to prevent a fire or explosion.  Emergency provider may be unaware that there could be two active sources of gas on the premises (i.e. natural gas and propane), and that by merely turning off one source of fuel, the source of all gaseous fuels will not have been eliminated.
Staff believes the proposed tariff appropriately addresses a particular safety concern of SMGC that is most appropriately handled in a tariff, and not in a rule of general applicability.  Therefore, the Staff recommends that the tariffs proposed by SMGC be approved.
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