            STATE OF MISSOURI

                                                                   PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 22nd day of July, 2003.

In the Matter of the Request of the City of 


)


Kennett, Missouri, for a Waiver of Compliance
 
)
 
Case No. GE‑2003‑0503
from the Requirements of 4 CSR 240‑40.030(15)(C)
)

ORDER APPROVING WAIVER


Syllabus:  This order approves Kennett’s request for a waiver from the rule requiring the replacement of unprotected steel yard lines as set forth in Commission Rule 4 CSR 240‑40.030(15)(C)(3), which requires, at a minimum, that each investor‑owned, municipal, or master meter operator must establish instrument leak detection survey and replacement programs for unprotected operator‑owned and customer‑owned steel service lines and yard lines.  Out of three options, Kennett chose the program requiring it to

[c]onduct  annual  instrument  leak detection surveys on all unprotected steel service lines and unprotected steel yard lines and implement a replacement program.  The program must prioritize replacements based on the greatest potential for hazards. At a minimum, ten percent (10%) of the customer‑owned unprotected steel service lines in the system as of December 15, 1989, must be replaced annually.  Beginning with calendar year 1994, a minimum of five percent (5%) of the unprotected steel yard lines, and operator‑owned and installed unprotected steel service lines in the system as of December 15, 1989, must be replaced annually.

Kennett’s Application


On May 20, 2003, the City of Kennett, Missouri, filed with the Missouri Public Service Commission a request under Commission Rules 4 CSR 240‑40.030(16) and 4 CSR 240‑2.060(4) for a waiver of Commission Rule 4 CSR 240‑40.030(15)(C), i.e., the rule governing the replacement program for unprotected steel service lines and yard lines.  Kennett maintains that the granting of the variance will not be inconsistent with gas pipeline safety. 


The proposed waiver, according to Kennett, requests that a customer‑owned yard line be exempted from being replaced.  Kennett alleged that the customer, Emerson Electric Company, is a large manufacturing firm that has its own engineering and maintenance departments that are capable of maintaining its own facilities.  Emerson had two unprotected steel yard lines going from the meter set to the building, a 6‑inch line and an 8‑inch line.  According to Kennett, Emerson has replaced the 8‑inch line, installed insulators, and installed cathodic protection on the line, as provided for in Commission Rule 4 CSR 240‑40.030(8)(B)(2).  On the 6‑inch line, Kennett said that Emerson had installed insulators and cathodic protection.  Kennett claimed that by both leak‑surveying the line and checking the cathodic protection level annually, safety would not be compromised by not replacing the 6‑inch yard line.  

Cathodic Protection and Insulators


Soil conducts electricity.  When a steel pipe is buried in the ground, it acts like a battery.  A battery has a positive terminal (cathode) and a negative terminal (anode).  Corrosion (i.e., oxidation of the metal) happens when current flows off the pipe.  There are different methods of cathodic protection, but all of them involve direct current forced through the soil onto the surface of the pipe.  Current flowing onto the pipe overpowers the current flowing from the pipe, thereby lessening corrosion.  Cathodic protection, in other words, reverses the flow of current in the “battery.”  The pipe becomes more negative and finally reaches a point where the electrochemical reaction (i.e., corrosion) is less likely to happen.  The form of cathodic protection used by Emerson is the attachment of a “sacrificial anode” to the steel pipe.  The anode is made of magnesium that corrodes, thus protecting the cathode (i.e., the pipe) from corrosion.


Insulators are devices installed in steel pipe to electrically isolate the pipe on each side of the device.  For example, an insulator at a building electrically isolates a cathodically‑protected steel pipe between a meter and the building from fuel flowing to the inside of the building.

Brief Procedural History


Under Commission Rule 4 CSR 240‑40.030(15)(C), each municipal gas system operator (including Kennett) was required to establish a leak survey and replacement program for unprotected steel yard lines and notify the Commission by May 1, 1990, of which replacement option the operator would implement.  Kennett chose the third option contained in paragraph (15)(C)(3), and the Commission recognized this in case number GO‑91‑239.  The third option was a minimum annual replacement of ten percent, which was later reduced to five percent for yard lines beginning with calendar year 1994.


During the promulgation of the yard line installation and replacement regulations, the Commission recognized that special circumstances were involved for yard lines at industrial complexes and that these should be dealt with through the “Waivers of Compliance” regulation that was added under Commission Rule 4 CSR 240‑40.030(16).  In response to the proposed rulemaking, some individual gas system operators and the Missouri gas system operators’ committee included a comment that regulations regarding yard lines should apply only to residential customers and should not apply to commercial and industrial customers.  In the Order of Rulemaking, the Commission responded to this comment in the Commission’s findings regarding comments for proposed subsection (8)(B) as follows (excerpt from page 1588 of the Missouri Register dated December 1, 1989):

The commission concurs with those commenters who urge an exemption for commercial, industrial, or military complexes.  However, many such users are served by one (1) meter at or near the structure, as are residential customers.  These should not be exempted.  The commission therefore finds that exempting commercial, industrial and military complexes should depend on individual circumstances attending each user.  To achieve same, a variance procedure has been appended....

Staff’s Memorandum and Recommendation


The Staff of the Missouri Public Service Commission filed its memorandum and recommendation on June 6, 2003.  


The Staff stated that it had reviewed Kennett’s application and found the requested waiver acceptable.  The Staff agreed with Kennett that the waiver will not reduce pipeline safety based upon the facts that the 6‑inch steel yard line is now under cathodic protection and that Kennett will continue to annually survey the line for leaks and the proper level of cathodic protection.  The proposed surveys by Kennett exceed the regulations in that cathodic protection surveys of yard lines are not required and cathodically‑protected yard lines are only required to be leak surveyed every third year instead of annually.


Staff noted that Kennett has replaced every unprotected steel yard line in its system, except for the two yard lines at Emerson.  Kennett has worked with Emerson to address these two yard lines, Staff said, resulting in replacement by Emerson of the 8‑inch yard line and the cathodic protection by Emerson of the 6‑inch yard line.  Even though cathodic protection does not meet the requirement to replace the unprotected steel yard line, argued Staff, it is a positive action to protect the integrity of this yard line in the future. This cathodic protection with annual monitoring should prevent any further corrosion of the steel pipe in this yard line and prevent any future leak due to corrosion.  Staff added that, if for some reason a leak were to occur, it would be detected during the annual leak survey of the yard line and repaired.


Staff said that it believed that Emerson and Kennett have taken adequate actions in regard to the Emerson yard lines, and that Kennett and Emerson should not be further required to replace the 6‑inch yard line that is now cathodically‑protected.  The Staff said that it believed the annual leak survey and cathodic protection survey are the critical factors in assuring that safety will not be compromised for this yard line and recommended, therefore, that these annual surveys be made a condition of the waiver if it is granted by the Commission.  The Staff noted that when subsection (15)(C) was promulgated, the Commission envisioned individual waivers for commercial, industrial, and military complexes, such as this industrial customer in Kennett.  Emerson is one of the largest corporations in Missouri, and has the ability and expertise to share the responsibility for its natural gas fuel lines.

Public Counsel


The Office of the Public Counsel, although a party to this case, has not participated or filed any pleadings.

Decision


Thus, after reviewing the official file and the pleadings therein, and after considering the arguments of both parties, the Commission will grant Kennett’s request.

IT IS THEREFORE ORDERED:
1. That the City of Kennett, Missouri, is hereby granted a waiver from Commission Rule 4 CSR 240‑40.030(15)(C)(3), which requires the replacement of the 6‑inch yard line to Emerson Electric Company.

2. That the waiver granted in Ordered Paragraph 1 is subject to the condition that the City of Kennett, Missouri, conduct an annual instrument leak survey and an annual cathodic protection survey on the subject 6‑inch yard line after each fiscal year and, further, file the results thereof with the Commission within thirty days after it is completed.

3. That this order will become effective on August 1, 2003.

4. That this case may be closed on August 2, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Simmons, Ch., Murray, Forbis and Clayton, CC., concur

Gaw, C., dissents

Hopkins, Senior Regulatory Law Judge
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