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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 Directing Response issued on March 2, 2004, states its response to the Staff's Recommendation filed on February 28, 2004, as follows:

1.
On February 28, 2004, the Commission Staff filed its recommendations following the completion of the audit of the Actual Cost Adjustment ("ACA") rates for the 2002-2003 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 to:

1.
Adjust the ACA account balances in its next ACA filing to reflect the following adjustments and to reflect the (over)/under-recovered ACA balance in the far-right column of the following table:  

	Description
	Balance Due From (To) Customers Per 10/15/03 Filing
	Company Adjustments in Support for Filing 12/12/03  
	Balance Per Company’s Support for Filing 12/12/03 
	Staff Adjustments
	Balance Due From Or (To) Customers per Staff

	ACA Balance 8/31/02
	$(61,662)
	
	$(61,662)
	$ 0
	$(61,662)

	Cost of Gas - Commodity
	$1,113,968
	
	$1,113,968
	$ 0
	$1,113,968

	Cost of Gas – Transport
	$440,213
	
	$440,213
	$ 0
	$440,213

	PGA Billed  
	$(1,366,753)
	$(   64)
	$(1,366,817)
	$ 0
	$(1,366,817)

	DCCB Interest
	$2,229
	$ 312
	$2,541
	$ 0
	$2,541

	ACA Balance 8/31/03
	$127,995
	$  248
	$128,243
	$ 0
	$128,243


2.
Take the following actions related to the Company’s reliability analysis by November 1, 2005:

a.
Review, revise, and submit to Staff the Company’s peak day and annual demand study to address the concerns expressed by Staff in the Reliability Analysis Summary section.  Show the estimated demand for the 2004/2005 ACA period and for three years beyond that.

b.
Submit to Staff the reserve margin estimate for the 2004/2005 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 the following:

i.
an explanation of the firm capacity that will be used to meet demand requirements beyond the firm contract maximum daily quantities; 

ii.
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; and 

iii.
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.

3.
File a written response to the above recommendations by April 1, 2004."  (Staff Recommendation, Appendix A, pp. 5-6).

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.

Respectfully submitted,
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