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M E M O R A N D U M
TO:

Missouri Public Service Commission Official Case File

Case No. GO-2003-0506, Laclede Gas Company

FROM:
John Kottwitz, Energy Department – Safety/Engineering

 /s/ John Kottwitz         6/12/03          
      /s/ Thomas R. Schwarz, Jr. 06/13/03
Project Coordinator / Date

      General Counsel's Office / Date

SUBJECT:
Staff Recommendation for Approval of Replacement Program Proposal

DATE:

June 12, 2003

Application
On May 21, 2003, Laclede Gas Company (Laclede) filed a VERIFIED APPLICATION OF LACLEDE GAS COMPANY (Application) with the Missouri Public Service Commission (Commission).  The Application requests a Commission Order establishing replacement requirements for the final phase of Laclede’s unprotected steel main replacement program.  The initial phase of the replacement program was previously approved pursuant to 4 CSR 240-40.030(15)(E).  For unprotected steel mains that meet the criteria in paragraphs (15)(E)3. through (15)(E)6., now or in the future, Laclede specifically requests Commission approval to replace these mains at an average annual rate of 10,000 feet per year until all such mains have been replaced.

Laclede began informally replacing unprotected steel mains in the mid-1950’s resulting in the replacement of more than 3,300,000 feet to date.  To meet the Commission’s new replacement requirements, Laclede’s initial formal replacement program for unprotected steel mains was approved by the Commission in Case No. GO-91-239, effective April 23, 1991.  A revised replacement schedule dated October 13, 1994 was filed in Case No. GO-91-239 for unprotected steel main replacements beginning with fiscal year 1996
.  Unprotected steel mains meeting the criteria in paragraphs (15)(E)1. and (15)(E)2. were to be replaced at an average annual rate of 1,800 feet per year beginning in fiscal year 1996, and actual replacements have averaged 2,354 feet per year.  Only 1,300 feet of these mains remain and should be completed in fiscal year 2003, well ahead of the projected completion date that would have occurred at the minimum rate.  Unprotected steel mains meeting the criteria in paragraphs (15)(E)3. through (15)(E)6. were to be replaced at an average annual rate of 20,000 feet per year during fiscal years 1996 to 1998.  The 1994 revised schedule did not specify a replacement requirement beyond fiscal year 1998; however, Laclede continued replacing these unprotected steel mains at an average rate of 20,000 feet per year during fiscal years 1999 through 2002.  Laclede also noted that it has accelerated its replacement obligations in the past when public safety was served by the action.

Since the 1994 revisions to the replacement schedule, Laclede has experienced a continuing and significant decline in the corrosion leak rates associated with unprotected steel mains.  Laclede attached exhibits to the Application to illustrate this decline.  Laclede believes that the corrosion leak rate has declined to a point where replacements can be done safely at a lower rate of 10,000 feet per year.  Laclede has reduced its total footage of unprotected steel mains from over 441,000 feet at the beginning of fiscal year 1991 to 129,773 feet at the end of fiscal year 2002.  Laclede is now replacing larger diameter mains that would not have been replaced in previous years due to their low rates of leak repairs.  The larger diameter mains create much higher replacement expenses per foot than was previously experienced in the replacement program.  Laclede submits that a replacement rate of 10,000 feet per year for the final phase of the replacement program can be established without compromising public safety.  Laclede had 88,163 feet of main out of the 129,773 total footage that met the criteria in paragraphs (15)(E)3. through (15)(E)6. at the end of fiscal year 2002, and these mains would be replaced by the end of fiscal year 2011 at an average rate of 10,000 feet per year (Schedule A in the Application).  Some, if not all, of the remaining unprotected steel mains may experience leak repairs or other conditions causing them to meet the criteria in paragraphs (15)(E)3. through (15)(E)6. in the future, and these mains would also be replaced at an average rate of 10,000 feet per year.  If all remaining mains meet the criteria, then replacement of all unprotected steel mains would be completed in fiscal year 2015 (Schedule B in the Application).  If some of the remaining mains meet the criteria, then average annual replacements of 10,000 feet will begin in fiscal year 2012 and continue until all mains meeting the criteria are completed.  Then, during subsequent fiscal years, all mains newly identified as meeting the criteria would be replaced each fiscal year (up to 10,000 feet).  This proposal covers the final phase of the replacement program for unprotected steel mains in that it provides for replacement of all unprotected steel mains meeting 4 CSR 240-40.030(15)(E).  If the Application is approved, Laclede also commits to submit to the Gas Safety/Engineering Staff an annual summary of corrosion leaks on unprotected steel mains after each fiscal year until all replacements are completed.

Annual Report and Assessment Status

Laclede filed a 2002 annual report with the Commission on April 15, 2003.  Commission records indicate that Laclede is current on its FY-2003 assessments.

Staff Response
The Staff has reviewed the Application and finds the proposed final phase of Laclede’s unprotected steel main replacement program to be acceptable.  The Staff agrees that this proposed final phase will continue to provide for public safety until all unprotected steel mains meeting the requirements of 4 CSR 240-40.030(15)(E) are replaced.  All remaining unprotected steel mains will continue to be leak surveyed annually as required by 4 CSR 240-40.030(13)(M)2.B.(I) until they are replaced.  Corrosion leaks in unprotected steel mains start as small pinholes and gradually increase in size, allowing for a new corrosion leak to be detected by the annual leak survey while it is still non-hazardous.  Upon detection, a new corrosion leak will then be classified and acted upon in the appropriate manner that provides for public safety, as required by 4 CSR 240-40.030(14).  The replacement program has been successful in eliminating the unprotected steel mains in corrosive areas and the corrosion leak rate has substantially declined.  The mains being replaced now would not have been replaced previously due to the lower number of leak repairs per 10,000 feet.  

Laclede’s informal program reduced their unprotected steel mains by more than 3,300,000 feet from the mid-1950’s to 1991.  The initial Commission-approved program of 30,000 feet per year replaced over 150,000 feet in fiscal years 1991 through 1995.  Laclede identified 18,000 feet of mains in 1994 that were located in the high priority areas of continuous pavement and concentrations of the general public (criteria in paragraphs (15)(E)1. and (15)(E)2.), and replacement of these mains will be completed this fiscal year.  In fiscal years 1996 through 1998, Laclede replaced over 60,000 feet of unprotected steel mains meeting the criteria in paragraphs (15)(E)3. through (15)(E)6.  Since fiscal year 1998, the required rate of average annual replacements has not been defined for unprotected steel mains meeting the criteria in paragraphs (15)(E)3. through (15)(E)6.  The Staff and Laclede agreed that replacements should continue at the average rate of 20,000 feet per year until an application was filed for a reduced rate (with evidence that the corrosion leak rate has substantially declined) and approved by the Commission.  Laclede has now filed such an application and the Staff believes it is appropriate to continue replacing unprotected steel mains under a replacement program that will address all remaining mains with a history of leakage or corrosion.  Even though the proposed average annual rate is reduced from 20,000 to 10,000 feet per year, the large majority of unprotected steel mains with corrosion history have already been replaced and the Application sets out a written program for replacing the remainder.  The Staff believes the replacement program in the Application is reasonable and still provides for gas safety.  This reduced replacement rate for unprotected mains will also reinforce the resources needed to continue Laclede’s other replacement programs for cast iron main, unprotected steel service/yard lines, and copper service lines.  The Staff believes replacements in these other programs are of higher priority than the remaining unprotected steel mains, and this is another reason for approving the Application.

The introduction of the Application refers to 4 CSR 240-40.030(16), which is the section of the regulations dealing with waivers of the pipeline safety requirements.  The Commission’s ORDER AND NOTICE dated June 3, 2003, starts by stating “This order gives notice of a request for the waiver of a pipeline safety rule and also sets a date for intervention.”  The Staff believes the inclusion in the Application of a reference to section (16) was inadvertent, and the style and closing of the Application specifically addresses the Application’s purpose.  The Staff wants to clarify that the Application is not a request for a waiver, it is a request for Commission approval of the final phase of its unprotected steel main replacement program.  Other natural gas utilities have applied for modifications of their main replacement programs and these applications have been addressed by a Commission Order, and were not considered waiver requests.  This Application is not really a modification request either, since no required annual amount is currently in effect and Laclede has been continuing with the rate that was established for fiscal years 1996 through 1998.  Since required replacement amounts are not currently specified, the Staff believes it is appropriate for the Laclede to seek Commission approval for the final phase of the replacement program.

Staff Recommendations
The Staff recommends that the Commission approve the Application and issue an Order establishing replacement requirements for the final phase of Laclede’s unprotected steel main replacement program, which was previously approved pursuant to 4 CSR 240-40.030(15)(E).  Specifically, for unprotected steel mains that meet the criteria in paragraphs (15)(E)3. through (15)(E)6., now or in the future, the Staff recommends that that the Commission approve Laclede’s request to replace such mains at an average annual rate of 10,000 feet per year until all such mains have been replaced.

� Laclede’s fiscal year is October 1 to September 30.  Fiscal year 1996 was October 1, 1995 to September 30, 1996.
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