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 August, 2002.

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

Gas Adjustment Factors to be Audited in Its 2000-2001
)
Case No. GR-2001-495

Actual Cost Adjustment.





)

ORDER ESTABLISHING ACA BALANCE

AND CLOSING CASE

Fidelity Natural Gas, Inc., provides natural gas service to some 1,216 sales customers in Crawford and Franklin Counties, Missouri, including the city of Sullivan and the village of Oak Grove.  This case was opened for the purpose of receiving the 2000‑2001 Purchased Gas Adjustment filings and Actual Cost Adjustment filing of Fidelity.

Actual Cost Adjustment Balances:

On June 28, 2002, the Procurement Analysis Department of the Staff of the Missouri Public Service Commission filed a Memorandum and Recommendation indicating that Staff had reviewed Fidelity’s Actual Cost Adjustment filing.
  Staff recommended that the Commission issue an order requiring Fidelity to establish the ACA account balances in its next ACA filing to reflect the following ending balances to be collected from (or refunded to) the ratepayers:

	
	ACA Balance per Company Filing
	 
Staff

Adjustments
	 
Ending

Balances

	1999/2000 ACA Balance
	 
$ 37,105
	$ 0
	$ 37,105 

	Cost of Gas
	$ 641,997
	$ 0
	$ 641,997

	Cost of Transportation
	$ 333,337
	$ 0
	$ 333,337

	Revenues
	$ 990,994
	($ 10,572)
	$ 980,422

	Total (Over)/Under-Recovery
	$ 21,425
	$ 10,572
	$ 31,997


On July 30, 2002, Fidelity filed a response to the Staff’s recommendation in which it stated that it agreed with the ending balances determined by the Staff.  The Commission has reviewed the memorandum filed by Staff and the response filed by Fidelity.  The Commission determines that the ending balances shown in the Staff recommendation are reasonable and should be approved.

Reliability Study:

Staff also expressed concerns about Fidelity’s changed methodology for estimating customer usage.  Staff notes that Fidelity calculated average usage per degree day per customer for colder temperatures of 50 or more HDD from two or fewer actual values.
  Staff believes that these calculations were based on insufficient data.  Staff also notes that Fidelity evidently calculated usage estimates from estimated data rather than actual data.  Staff is concerned that Fidelity is significantly underestimating the usage for a peak cold day.  For example, usage on four recent cold days exceeded Fidelity’s peak cold day estimate for 2000/2001.  Therefore, Staff could not accept Fidelity’s estimate of peak day customer usage for 2000/2001.  Staff fears that, because Fidelity has provided unreliable peak day usage forecasts to its suppliers, those suppliers will be unable to meet the actual volume required for Fidelity’s customers on a peak cold day.  Therefore, Staff recommends that Fidelity re‑evaluate the data and assumptions used in developing its peak day estimate.  In particular, Staff recommends that Fidelity use a regression analysis and two to three years of actual data to develop a more reliable peak day usage forecast.

In view of the foregoing, Staff recommends that the Commission direct Fidelity to take certain actions by October 1, 2002.  Fidelity states, in its response of July 30, 2002, that it will do so.  The Commission will direct Fidelity to provide the information requested by Staff.

IT IS THEREFORE ORDERED:
1. That Fidelity Natural Gas, Inc., shall establish the Actual Cost Adjustment account balances in its next Actual Cost Adjustment filing as discussed herein.

2. That Fidelity Natural Gas, Inc., shall, no later than October 1, 2002, review, revise, and submit to the Procurement Analysis Department of the Staff of the Missouri Public Service Commission its peak day and annual demand study to address the concerns raised by Staff in the Reliability Study and Summary sections of Staff’s Memorandum filed on June 28, 2002, showing estimated demand for the 2001/2002 ACA period and for three years beyond that.

3.  That Fidelity Natural Gas, Inc., shall, no later than October 1, 2002, submit to the Procurement Analysis Department of the Staff of the Missouri Public Service Commission its reserve margin estimate for the 2001/2002 ACA period and for three years beyond that, explaining the rationale for the reserve margin for each of those years.  For any negative reserve margin shown, Fidelity shall 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, Fidelity shall provide details about the actions it will take for firm residential, commercial, large volume, and commercial flex customers whose demand will not be met should a peak day recur.  Further, Fidelity shall also submit an updated economic analysis comparing the cost of additional firm capacity to the cost of the penalties for exceeding the contract maximum daily quantities by the amount of the negative reserve quantity.

4. That Fidelity Natural Gas, Inc., shall, no later than October 1, 2002, submit to the Procurement Analysis Department of the Staff of the Missouri Public Service Commission an updated summary of its actual usage, actual heating degree days, and customer counts for five or more recent cold days from the 2000/2001 or 2001/2002 ACA period.  Fidelity shall also compare the usage on these actual cold days to the usage predicted by its peak day forecasting model for those days.  Fidelity shall also include a calculation of the percent over (under) estimation by the forecasting model.  Fidelity shall also list firm and interruptible volumes separately or show how the model treats these.  Fidelity shall also provide an explanation when the modeled usage does not reasonably agree with the actual usage.  Finally, if Fidelity’s model is re‑evaluated based on these findings, Fidelity shall provide details of the re‑evaluation.

5. That this order shall become effective on August 16, 2002.  

6. That this case may be closed on August 17, 2002.  

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Simmons, Ch., Murray, Lumpe,

Gaw, and Forbis, CC., concur.

Thompson, Deputy Chief Regulatory Law Judge

� The “Actual Cost Adjustment” is generally referred to in the industry by the acronym “ACA,” while the “Purchased Gas Adjustment” is referred to by the acronym “PGA.”  These acronyms will be used in this order.


� “HDD” means “heating degree day.”
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