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Michael C. Pendergast, Vice President and Associate General Counsel, and Rick Zucker, Assistant General Counsel‑Regulatory, Laclede Gas Company, 720 Olive Street, Room 1520, St. Louis, Missouri 63101, for Laclede Gas Company.

Douglas E. Micheel, Senior Public Counsel, Office of the Public Counsel, Post Office Box 7800, Jefferson City, Missouri 65102, for the Office of the Public Counsel and the public.

Lera L. Shemwell, Senior Counsel, and Robert S. Berlin, Assistant General Counsel, Missouri Public Service Commission, Post Office Box 360, Jefferson City, Missouri 65102, for the Staff of the Missouri Public Service Commission.

REGULATORY LAW JUDGE:
Vicky Ruth, Senior Regulatory Law Judge.
REPORT AND ORDER
Syllabus:  This order approves Laclede Gas Company’s request for a modification of its schedule for the replacement of unprotected steel main lines.

Findings of Fact
The Missouri Public Service Commission, having considered all of the competent and substantial evidence upon the whole record, makes the following findings of fact.  In making this decision, the Commission has considered the positions and arguments of all of the parties.  Failure to specifically address a piece of evidence, position or argument of any party does not indicate that the Commission has failed to consider relevant evidence, but indicates rather that the omitted material was not dispositive of this decision.

Background and Procedural History:
In Case No. GO‑91‑239, the Commission issued an order on April 12, 1990, approving Laclede’s initial formal replacement program for unprotected steel mains.  Among other things, the program provided for the replacement of 30,000 feet per year in fiscal years 1991‑1995 for those unprotected steel mains that fall within categories 3 through 6 of 4 CSR 240‑40.030(15)(E).
  The Commis​sion later approved a revision to the program, effective October 13, 1994, establishing a modified replacement schedule based on the declining corrosion rate of unprotected steel mains remaining in service.  The revised schedule required an average annual replacement level of 20,000 (for the mains in categories 3 through 6) for the years 1996 through 1998.  The revised schedule did not specify an average annual footage replacement requirement for unprotected steel mains for periods beyond fiscal year 1998.  In fiscal years 1999, 2000, and 2001, however, Laclede 

elected to continue its replacement of these mains at the historical average annual replacement rate of 20,000 feet per year.  

On May 21, 2003, Laclede filed a verified application requesting that the Commission establish replacement requirements for the final phase of Laclede's unprotected steel main replacement program, pursuant to Commission Rule 4 CSR 240‑40.030(15)(E)3-6.  Laclede requests that the Commission issue an order establishing a replacement schedule of 10,000 feet per year for mains in categories 3 through 6.

The Staff of the Commission filed its recommendation and memorandum on June 13, 2003.  Staff recommends that the Commission grant Laclede's application and issue an order establishing the replacement requirements for the final phase of Laclede's unprotected steel main replacement program, specifically establishing an annual replace​ment requirement of 10,000 feet per year for all unprotected steel mains now or hereinafter identified as meeting the criteria in Rule 4 CSR 240‑40.030(15)(E)3‑6.

On December 5, 2003, the Commission conducted a joint hearing for this case and Case No. GO-99-155.
  The hearing was conducted as a question-and-answer session instead of a traditional evidentiary hearing.  Joseph Schulte, although not a party to the case, appeared and testified at the invitation of the Commission.  Although Mr. Schulte expressed concern regarding Laclede’s replacement programs in general, he did not offer any legally relevant, first-hand testimony regarding Laclede’s current unprotected steel main replacement program.  In response to the Commission’s questions, Staff witnesses Robert Leonberger and John Kottwitz, along with Laclede witnesses Mark Lauber and Craig Hoeferlin, testified at the hearing in support of Laclede’s application.  Staff and Laclede filed briefs in January 2004.

Laclede’s Current Application:

Laclede requests that the Commission issue an order establishing replacement requirements for the final phase of the company’s unprotected steel main replacement program.  Specifically, Laclede requests the Commission’s approval to reduce its annual replacement requirements for unprotected steel mains that meet the criteria in paragraphs (15)(E)3 through (15)(E)6 of Rule 4 CSR 240-40.030, from an average 20,000 feet per year to an average annual rate of 10,000 feet, until all remaining mains identified by this section have been replaced.  Both Laclede and Staff state that the adoption of such a requirement will not compromise public safety.

Laclede notes that although the 1994 revised schedule did not specify a replacement requirement beyond fiscal year 1998, Laclede continued replacing the mains at an average rate of 20,000 feet per year during fiscal years 1999 through 2002.  Laclede states that it has accelerated replacement when public safety required it.

Since the 1994 revisions, Laclede has experienced a continuing and significant decline in the corrosion leak rates in the mains.  Laclede believes that the leak rate has declined to where replacements can be done safely at the rate of 10,000 feet per year.  This replacement schedule exceeds the existing requirements of the previously approved replacement program in that it would mandate, for the first time, that the entire quantity of unprotected steel main footage identified in this section be replaced, pursuant to 4 CSR 240‑40.030(15)(E)3‑6. 

Staff’s Recommendation:
Staff recommends that the Commission approve Laclede's request.  Staff emphasizes that the application is not a waiver request of any pipeline safety rule.  Instead, Laclede is requesting that the Commission approve the company's final phase of its unprotected steel main replacement program that has been submitted in accordance with 4 CSR 240‑40‑030(15)(E).  Staff notes that even though the proposed annual replace​ment rate is reduced from 20,000 to 10,000 feet per year, a large majority of unprotected steel mains with corrosion history have already been replaced.

According to Staff, this reduced replacement rate for unprotected steel mains will reinforce the resources needed to continue Laclede's other, higher-priority replacement programs for cast iron mains, unprotected steel service/yard lines, and copper service lines.

Public Counsel’s Position:
Public Counsel did not take a position in support of or in opposition to Laclede's pending application.

Conclusions of Law
The Missouri Public Service Commission has arrived at the following conclusions of law.

Laclede is a “gas corporation” and a “public utility” pursuant to the Missouri Public Service Commission law.
  The Missouri Public Service Commission has the jurisdiction and statutory authority to require a public utility to “maintain and operate its line, plant, system, equipment, apparatus, and premises in such manner as to promote and safeguard the health and safety of its employees, customers, and the public . . .” and to promote and safeguard the public.

Pursuant to rule 4 CSR 240-40.030(15)(E), Laclede is required to establish a written program to implement a replacement program for unprotected steel mains.  The rule also requires the company to file its replacement program with the Commission.  

Decision

The Commission finds that the information presented suggests that Laclede has experienced a continuing and significant decline in the corrosion leak rates for the mains at issue.  Staff and Laclede agree that the leak rate has declined to the point where replace​ments can be safely done at the rate of 10,000 feet per year.  The Commission notes that this modified replacement schedule still exceeds the existing requirements of the previously approved replacement program in that it would mandate, for the first time, that the entire quantity of unprotected steel main footage identified in this section be replaced, pursuant to 4 CSR 240‑40.030(15)(E)3‑6.  The Commission finds that Laclede's request to revise the final phase of its Unprotected Steel Main Replacement Program is reasonable.   Therefore, the Commission will approve Laclede’s application and will allow the company to adopt a replacement schedule of 10,000 feet per year for all unprotected steel mains now or hereinafter identified as meeting the criteria in Rule 4 CSR 240-40.030(15)(E)3‑6.

IT IS THEREFORE ORDERED:
1. That the application filed by Laclede Gas Company on May 21, 2003, establishing replacement requirements for the final phase of Laclede Gas Company’s unprotected steel main replacement program, is approved.

2. That the replacement program, approved and later modified in Case No. GO‑91‑239, is again modified as follows:  

For unprotected steel mains that meet the criteria in Commission Rule 4 CSR 240‑40.030(15)(E)3 through (15)(E)6, Laclede Gas Company shall replace such mains at an average annual rate of 10,000 feet until all remaining mains identified by this section have been replaced.

3. That the Replacement Program requirements established in Ordered Paragraph 2 are subject to the condition that Laclede Gas Company must submit an annual summary of corrosion leaks on unprotected steel mains after each fiscal year, until all replacements are completed, and that Laclede must submit the results thereof to the Staff of the Missouri Public Service Commission within 30 days after completing the summary.

4. That the Staff of the Commission shall file annual status reports regarding Laclede Gas Company’s progress with regards to the unprotected steel main replacement program.  The first report shall be filed no later than May 5, 2004.

5. That this Report and Order will become effective on March 15, 2004.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Murray and Clayton, CC., concur;

Gaw, Ch., dissents;

certify compliance with the provisions 

of Section 536.080, RSMo 2000.

Dated at Jefferson City, Missouri,

on this 5th day of March, 2004.
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� 4 CSR 240�40.030(15)(E) 3�6 reads, in relevant part, as follows:


(15) Replacement/Cathodic Protection Program—Unprotected Steel Transmission Lines, Feeder Lines and Mains. Operators who have unprotected steel transmission lines, feeder lines or mains shall develop a program to be submitted with an explanation to the commission by May 1, 1990, for commission review and approval.  This program shall be prioritized to identify and cathodically protect or replace pipelines in those areas that present the greatest potential for hazard in an expedited manner.  These high priority areas should include, but not be limited to:


* * * * *


		3.	Areas where extensive excavation, blasting or construction activities have occurred in close proximity to unprotected steel pipelines;


		4.	Sections of unprotected steel pipeline that lie in areas of planned future development projects, such as city, county or state highway construction/relocations, urban renewal, etc.;


		5.	Sections of unprotected steel pipeline that exhibit a history of leakage or corrosion


		6.	Sections of unprotected steel pipeline subject to stray current.


� Although the hearings were conducted jointly, the cases are not consolidated.


� Sections 386.020(18) and 386.020(42), RSMo 2000.  Unless otherwise noted, all subsequent statutory references are to the Revised Statutes of Missouri, revision of 2000.


� Section 386.310.
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