BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Missouri Gas Energy request for
)

approval of tariff sheets concerning daily balancing
)
GT-2004-_______

of natural gas for large volume customers

)

MOTION TO SUSPEND TARIFF FILING


COMES NOW the Staff of the Missouri Public Service Commission (“Staff”) and for its recommendation for suspension of this tariff states:  


 1.
On July 1, 2003, Missouri Gas Energy, a Division of Southern Union Company (MGE or Company) filed tariff sheets proposing to add new language granting the Company the right to implement a gas management system of daily balancing with respect to MGE’s Large Volume Transportation (LVS) customers.  Many of these customers, LVS, unlike residential customers, deal directly with interstate pipelines, such as Southern Star to purchase their commodity requirements and MGE provides transportation service only.

2
This tariff filing is in response to a tariff filing at the Federal Energy Regulatory Commission (FERC) by Southern Star (formerly Williams Natural Gas), one of MGE’s interstate suppliers, to implement a system of daily allocation of natural gas on its system.  An excerpt from Southern Star’s filing that explains the purpose of its filing is attached.  (See Attachment A).  

3.
MGE’s current tariff does not contain any language pertaining to daily allocations.  The proposed tariff changes by MGE will implement the same conditions on the Company’s LVS customers as those imposed on MGE by the daily allocation language on Southern Star’s system.  

5.  
The proposed tariffs have an effective date of August 1, 2003.  Staff recommends that the proposed tariffs be suspended pending action at the FERC on Southern Star’s tariff filing.  If, or when the FERC acts, MGE’s proposed tariffs may be approved, on an expedited basis, so that MGE and its customers are not harmed.  At this time, however, it is premature for the proposed tariffs to be recommended for approval, as the federal tariffs that are the impetus behind MGE’s proposed tariffs have not been approved or implemented at the FERC.

WHEREFORE, Staff respectfully requests that, at this time, the Commission suspend this tariff for the reasons set out above. 
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ATTACHMENT A


Background

The purpose of this filing is to make Southern Star, like many other pipelines operating in the United States, a daily allocating pipeline.  Southern Star proposes only those changes consistent with the Commission’s earlier finding “that more timely and accurate information is commendable, as real-time information should be available to [Southern Star’s] shippers and point operators to more effectively help them conduct transactions on Southern Star’s system.”  Therefore, the tariff revisions included herein provide such timely and accurate real-time information, convert reservation rates from monthly to daily rates, delete Periods of Daily Balancing (PODBs) entirely, and move the language with respect to daily penalties for unauthorized over-deliveries and under-receipts to the Operation Flow Order (OFO) provisions of the tariff. All of these provisions are necessary in order for Southern Star to begin to operate as a daily allocating pipeline and operate in accordance with industry standards and Commission policies and practices.

Nature, Basis and Reasons for Filing

As the Commission is well aware, in the natural gas industry today, business is transacted on a daily basis and, in an ever-increasing amount, on an intra-day and even hourly basis.  In today’s marketplace, a shipper can purchase the natural gas commodity hourly. Likewise, pipeline capacity can be purchased, released, or called back for a day or intra-day period. To facilitate these market enhancements, just last month the Commission issued Order No. 587-R 7 establishing ever greater levels of intra-day flexibility for shippers in utilization of their capacity and further directing the industry into an ever more efficient marketplace. And, the Commission is requiring pipelines to ensure that their allocation of actual flows matches the allocation of capacity used in their daily releases and recalls. To keep pace with these developments and to compete, and in addition to making its Order No. 587-R compliance filing contemporaneous herewith, Southern Star proposes to allocate the actual use of pipeline capacity on a daily basis.
Currently on Southern Star’s system, shippers schedule gas on a daily basis and Southern Star measures gas received and delivered on its system on a daily basis. However, rather than allocating the actual daily receipts and deliveries based on the daily scheduled quantities and system use, which would reflect the way the commodity and capacity were transacted that day, the actual daily receipts and deliveries and the daily scheduled quantities for the month are summed and an allocation of the monthly totals is performed. The tariff sheets to be implemented by this filing will simply change the allocation of usage from monthly to daily in order to accurately reflect the daily commodity and capacity transactions that occurred each day.

Southern Star is not proposing any changes in the way shippers resolve their imbalances. Shipper imbalances are currently, and will continue to be, resolved on a monthly basis.  Southern Star’s imbalance services were recently reviewed and updated as part of its Order No. 637 settlement in Docket No. RP02-494, which was approved on July 3, 2002.  While Southern Star currently measures the receipts and deliveries on its system on a daily basis, Southern Star has, over the last decade, installed real time measurement facilities at virtually all of its receipt and delivery points. Southern Star has also installed a new measurement system in January 2002. These changes now enable Southern Star to provide accurate real time measurement information to point operators throughout the gas day, and daily allocated volumes to point operators and shippers within four hours after the close of the gas day.

With respect to Southern Star’s LDC customers, Southern Star currently provides a

predetermined allocation methodology (referred to as “burner-tip balancing”) to allocate deliveries to certain end users behind the LDCs on Southern Star’s system. This allocation procedure pre-dates Southern Star’s Order No. 636 restructuring, when Southern Star sold gas under separate end-use type rate schedules. And, with the implementation of daily allocations, continuation of this procedure would become an unduly burdensome anachronism. However, to facilitate any consequent changes on the LDC systems, Southern Star may, if necessary, delay the filing of its motion to place these tariff sheets into effect.
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