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FIDELITY NATURAL GAS, INC.'S


RESPONSE TO STAFF RECOMMENDATION

COMES NOW Fidelity Natural Gas, Inc. ("Fidelity" or "Company"), and pursuant to the Commission's Order Adopting Procedural Schedule issued on April 2, 2001, states its response to the Staff's Recommendation filed on June 28, 2002, as follows:

1.
On June 28, 2002, the Commission Staff filed its recommendations following the completion of the audit of the Actual Cost Adjustment ("ACA") rates for the 2000-2001 period.  The Commission Staff reviewed Fidelity's calculations and made the following recommendations:

The Staff recommends that the Commission issue an order requiring Fidelity Natural Gas Company to:

1.
Adjust the firm sales ACA balance by $10,572 increasing the filed under-recovery balance of $21,425 to the Staff adjusted under-reovery balance of $31,997.  The total adjustment should be included as a separate line item adjustment applied to the beginning 2001-2002 ACA balance.

2.
To assure sufficient capacity, but not excess capacity, is available to meet firm customer peak day capacity and natural gas supply requirements, Staff recommends that the Commission issue an order requiring Fidelity Natural Gas Company to take the following actions by October 1, 2002.

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 Study and Summary sections of this memorandum.  Show the estimated demand for the 2001/2002 ACA period and for three years beyond that.

b.
Submit to Staff the reserve margin estimate for the 2001/2001 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 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 (HDD), and customer counts for 5 or more recent cold days from the 2000/2001 or 2001/2002 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 of 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.


2.
After reviewing the Staff's Recommendation in this matter, the Company has determined that Staff's recommendation (1) is  acceptable to the Company and should be implemented.  Fidelity will also supply the reliability analysis, as requested by the Commission Staff in Staff's recommendation (2).

WHEREFORE, Fidelity Natural Gas, Inc. respectfully requests the Commission accept this Response, issue an Order Approving Staff Recommendation, and accept the adjusted rates on a permanent basis.
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