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Attention:
Philip A. Rullman 

VP & Chief Commercial Services Officer
Reference:
Annual Fuel Filing

Ladies and Gentlemen:

1. On March 1, 2013, Southern Star Central Gas Pipeline, Inc. (Southern Star) filed a revised tariff record
 and supporting workpapers to reflect adjustments to its fuel and loss reimbursement percentages, applicable to all rate schedules, for the Production Area, Market Area, and for Storage (Primary Tariff Record).  In the Primary Tariff Record, Southern Star proposed to recover, among other things, 5,440 Dth of gas that was lost due to a frozen regulator valve failure on the Yuma mainline.  In addition to its Primary Tariff Record, Southern Star filed an Alternate Tariff Record
 which does not include the Yuma, Colorado mainline loss.  Southern Star proposes an April 1, 2013 effective date for its proposed tariff record.  In this order, the Commission accepts the Alternate Tariff Record listed in footnote 2, effective April 1, 2013, and rejects the Primary Tariff Record listed in footnote 1 as moot.
2. Section 13 of the General Terms and Conditions (GT&C) of Southern Star’s tariff requires shippers to reimburse Southern Star for fuel and loss gas in kind.  The section requires Southern Star to file annually to revise its fuel and loss reimbursement percentages, effective April 1 of each year.  Southern Star’s fuel and loss reimbursement percentages are made up of three components:  a fuel component, a loss component, and a surcharge component (which accounts for prior period over- or under-recoveries).  Southern Star submits specific fuel and loss reimbursement percentages for its Production Area, Market Area, and for Storage.

3. As part of its Primary Tariff Record, Southern Star proposes a 0.19 percent decrease in the Production Area Percentage (from 1.54 percent to 1.35 percent), a       0.38 percent increase in the Market Area Percentage (from .84 percent to 1.22 percent), and a 1.51 percent increase in the Storage Percentage (from 2.90 percent to 4.41 percent).

4. Southern Star states that the overall increase in storage rates is a consequence of the abnormally warm winter of 2011-2012 and its customers’ ability under its tariff to leave gas in their storage accounts in response to the warmer winter.  Southern Star further states that the lower utilization of storage by its customers during last year’s unusually warm winter meant higher inventories during the end-of-the-withdrawal-cycle shut-in pressure tests and higher average field pressures for the year, resulting in greater calculated gas losses.  Southern Star asserts that the higher storage inventories at the end of the winter also meant lower actual storage injections during the following summer injection season.  Southern Star states that this combination of higher calculated losses and lower determinants resulted in increases in the loss percentage and loss surcharge.
5. As indicated above, the fuel and loss reimbursement percentages in Southern Star’s Primary Tariff Record reflect the Yuma mainline loss.  Southern Star states that the Yuma mainline loss was the result of a regulator valve blowing due to a frozen regulator run.  Southern Star states that the ambient temperature at Yuma at the time of the incident was approximately 0°F, which allowed the moisture inside the regulator’s pilot to freeze.  This in turn caused the regulator to fail which activated the regulator valve.  Southern Star calculated the loss as 5,440 Dth.  Southern Star argues this loss should be recovered in its fuel and loss tracker since they are actual costs of operating a pipeline during winter conditions.  Southern Star states, however, that should the Commission deny recovery of the gas loss related to the equipment failure, the reimbursement percentages in the Alternate Filing does not include this gas loss.   Southern Star asserts that in any event, due to the de minimis amount of gas loss related to this incident, the fuel reimbursement percentages proposed herein would not change regardless of whether the loss is included or excluded from the filing.
6. Public notice of the filing was issued on March 4, 2013.  Interventions and protests were due as provided in section 154.210 of the Commission’s regulations (18 C.F.R.       § 154.210 (2012)).  Pursuant to Rule 214 (18 C.F.R. § 385.214 (2012)), all timely filed motions to intervene and any unopposed motion to intervene out-of-time filed before the issuance date of this order are granted.  Granting late intervention at this stage of the proceeding will not disrupt this proceeding or place additional burdens on existing parties.  The Kansas Corporation Commission (KCC) filed comments.
7. KCC states that fuel tracking mechanisms are appropriate for normal operating costs but are not appropriate for the recovery of gas losses outside the scope of normal pipeline operations.
  KCC further states that the Yuma mainline loss must be evaluated in light of the standards set forth in CenterPoint and CIG.  KCC argues that, if the incident is an unusual, non-recurring event a pipeline may not recover the costs of the lost gas from its customers through a lost and unaccounted-for tracker.
8. KCC notes that, in Southern Star’s 2012 fuel tracker filing in Docket No. RP12-443-000, Southern Star sought to recover 36,873 Dth of gas lost due to a frozen relief valve on the Ottawa 20-mainline in Anderson County, Kansas (Welda Loss).  KCC states that, on March 29, 2012, the Commission issued a letter order rejecting Southern Star’s request to recover the Welda Loss through its fuel tracker:
[T]he Commission has determined that fuel tracking mechanisms are appropriate for normal operating costs but are not appropriate for the recovery of gas losses outside the scope of normal pipeline operations. 

Because fuel tracking mechanisms should track only those costs related to normal pipeline operations, we find that Southern Star inappropriately included the Welda Loss . . . in the Market Area reimbursement percentage in the Primary Filing.  As the Commission held in CIG, losses resulting from the complete failure of some portion of a pipeline system – such as the losses incurred as a result of the Welda Loss . . . – are not appropriately recovered through a tracking mechanism.

9. KCC states that, although the quantity involved in the Yuma loss is substantially less than the Welda Loss (5,440 Dth vs. 36,873 Dth) and, according to Southern Star, has no impact on the loss percentages, the KCC believes the principle remains important. KCC asserts that, based on the Commission’s treatment of the Weld Loss, the KCC believes that similar treatment is required here, notwithstanding Southern Star’s prompt response to the situation.
10. Consistent with its orders in CIG, CenterPoint and on Southern Star’s 2012 fuel tracker filing in Docket No. RP12-443-000, as highlighted by KCC, the Commission has determined that fuel tracking mechanisms are appropriate for normal operating costs but are not appropriate for the recovery of gas losses outside the scope of normal pipeline operations.  Although pipelines continue their operations under winter conditions, unexpected valve blowouts are not typically recurring events, but reflect an abnormal pipeline malfunction.
11. Because fuel tracking mechanisms should track only those costs related to normal pipeline operations, we find that Southern Star inappropriately included the Yuma mainline loss in the Production Area reimbursement percentage in the Primary Tariff Record.  As the Commission held in CIG, losses resulting from the complete failure of some portion of a pipeline system — such as the losses incurred as a result of the Yuma mainline loss — are not appropriately recovered through a tracking mechanism.
  Therefore, we accept the Alternate Tariff Record, listed in footnote 2 (Sheet No. 13, Fuel Reimbursement Percentages, 3.0.1 B), which properly excludes the Yuma mainline loss.  Southern Star’s Primary Tariff Record, listed in footnote 1 (Sheet No. 13, Fuel Reimbursement Percentages, 3.0.0 A), is rejected as moot.
By direction of the Commission.

Kimberly D. Bose,

Secretary.
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