



                                                   STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 6th day of May, 2003.

In the Matter of Fidelity Gas Company, Inc.’s 
)

Purchased Gas Adjustment Factor to be 
)
Case No. GR-2003-0148
Considered in its 2001-2002 Actual Cost
)


Adjustment




)

ORDER ADOPTING STAFF RECOMMENDATION AND REQUIRING ADJUSTMENT OF ACA BALANCE

This case was opened to receive the 2001-2002 Actual Cost Adjustment (ACA) filing of Fidelity Natural Gas, Inc.  On March 26, 2003, the Staff of the Public Service Commission filed a recommendation and memorandum indicating that Staff has completed an audit of billed revenues and actual gas costs for the period September 1, 2001 to August 31, 2002, included in Fidelity’s computation of its ACA rate.  Staff also conducted a reliability analysis for Fidelity.   

Staff recommended that the Commission issue an order requiring Fidelity to:

1. Adjust the firm sales ACA balance by $585 increasing the filed over-recovery balance of $61,077 to the Staff adjusted over-recovery balance of $61,662, to include the carrying cost of the DCCB (Deferred Carrying Cost Balance);

2. Document and submit by September 30, 2003, a copy of the Company’s gas procurement plans, strategies, policies, procedures and practices, including at a minimum, the information from the “Purchasing Practices” section above; 

3. Take the following actions related to the Company’s reliability analysis by November 1, 2003;

a. Review, revise, and submit to Staff the Company’s peak day and annual demand study to address the concerns raised by Staff in the Reliability section.  Show the estimated demand for the 2002-2003 ACA period and for three years beyond that.

b. Submit to Staff the reserve margin estimate for the 2002-2003 ACA period and for three years beyond that.  Explain the rationale for the reserve margin for each of these years.  For any negative reserve margin shown, provide an explanation of the firm capacity that will be used to meet demand requirements beyond the firm contract maximum daily quantities.  For any shortfall of capacity, provide details about the actions the Company will take for firm residential, commercial large volume and commercial flex customers whose demand will not be met should a peak day recur.  Submit an updated economic analysis comparing the cost of additional firm capacity on both pipelines, (Missouri Pipeline Company and Panhandle Eastern Pipe Line) to the cost of the penalties for exceeding the contract maximum daily quantities by the amount of the negative reserve quantity.

c. Submit to Staff an updated summary of actual usage, actual heating degree days and customer counts for five or more recent cold days from the 2001-2002 or 2002-2003 ACA period.  Compare the usage on these actual cold days to the usage estimated by the Company’s peak day forecasting model for those days.  Include a calculation for the percent over (under) estimation by the forecasting model.  List firm and interruptible volumes separately or show how the model treats these.  Provide an explanation when the modeled usage does not reasonably agree with the actual usage.  If the model is re-evaluated based on these findings please provide details of the re-evaluation. 

4. File a written response to the above three recommendations by April 30, 2003.

On March 28, 2003, the Commission issued an order directing Fidelity to respond to Staff’s recommendations by April 30.  Fidelity filed its response on April 30, indicating that it accepts Staff’s recommendations.  Fidelity requests that the Commission issue an order approving Staff’s recommendations and accepting the adjusted rates on a permanent basis. 

After reviewing Staff’s recommendations and Fidelity’s response, the Commission concludes that Staff’s recommendations should be implemented. 

IT IS THEREFORE ORDERED:
1. That Fidelity Natural Gas Company shall adjust its firm sales ACA balance by $585, increasing the filed over-recovery balance of $61,077 to the Staff adjusted over-recovery balance of $61,662, to include the carrying cost of the DCCB (Deferred Carrying Cost Balance).

2. That Fidelity Natural Gas Company shall document and submit by September 30, 2003, a copy of its gas procurement plans, strategies, policies, procedures and practices, including at a minimum, the information from the “Purchasing Practices” section of Staff’s Recommendation and Memorandum. 

3. That Fidelity Natural Gas Company shall take the following actions related to its reliability analysis by November 1, 2003;

a. Review, revise, and submit to Staff the Company’s peak day and annual demand study to address the concerns raised by Staff in the Reliability section of Staff’s Recommendation and Memorandum.  Show the estimated demand for the 2002-2003 ACA period and for three years beyond that.

b.
Submit to Staff the reserve margin estimate for the 2002-2003 ACA period and for three years beyond that.  Explain the rationale for the reserve margin for each of these years.  For any negative reserve margin shown, provide an explanation of the firm capacity that will be used to meet demand requirements beyond the firm contract maximum daily quantities.  For any shortfall of capacity, provide details about the actions the Company will take for firm residential, commercial large volume and commercial flex customers whose demand will not be met should a peak day recur.  Submit an updated economic analysis comparing the cost of additional firm capacity on both pipelines, (Missouri Pipeline Company and Panhandle Eastern Pipe Line) to the cost of the penalties for exceeding the contract maximum daily quantities by the amount of the negative reserve quantity.

c.
Submit to Staff an updated summary of actual usage, actual heating degree-days and customer counts for five or more recent cold days from the 2001-2002 or 2002-2003 ACA period.  Compare the usage on these actual cold days to the usage estimated by the Company’s peak day forecasting model for those days.  Include a calculation for the percent over (under) estimation by the forecasting model.  List firm and interruptible volumes separately or show how the model treats these.  Provide an explanation when the modeled usage does not reasonably agree with the actual usage.  If the model is re-evaluated based on these findings please provide details of the re-evaluation. 

4. That this order shall become effective on May 16, 2003.

5. That this case may be closed on May 17, 2003.

BY THE COMMISSION

(S E A L)

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

Simmons, Ch., Murray and Gaw, CC., concur

Forbis, C., absent

Woodruff, Senior Regulatory Law Judge

PAGE  
4

