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DIScuSSION OF ISSUIS 

ISSUJ 11 Should the Commission grant Peoples Gas System, Inc ' s 
(Peoples) petition for an increase in its PGA cap from 32.844 cents 
per therm to 38.469 cents per therm? 

&BCQMMBNDATION• Yes . The Commission should approve the proposed 
PGA cap of 38.469 cents per therm for meter readings taken on and 
after February 20, 199 6 , through March 31, 1996 billing cycles. 

STAFF ANA,LYSIS: On February 12, 1996, Peoples filed a petition for 
expedited relief, (mid-course correction) to its currently 
authorized purchased gas adjustment cap for the period February 20, 
1996 thr~ugh March 31, 1996. 

Peoples existing PGA factor of 32 . 844 cents per therm (for the 
period April 1995 through March 1996) was based on projected 
purchased gas costs of $110,901,615 divided by projected therm 
sales of 337,875,002. 

Peoples currently projects to have an underrecovery of 
$10, 838, 814. The proposed increase in the PGA cap for February 20, 
1996 through March 31, 1996 will not eliminate the full amount of 
the projected underrecovery. The underrecovery will, however, be 
reduced to approximately $8,139,187 which will be included in the 
projected April 1997 through March 1998 period. """"'=R-OATE 
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Unusually cold winter weather has significantly increased the 
demand for gas, causing an unanticipated increase in cost. 
Increasing the PGA cap from 32.844 to 38.469 cents per therm during 
the period February 20, 1996 through March 1996, will cause a $1.68 
increase for residential customers using 30 therms. 

Staff recognizes there will not be time to conduct a prude ncy 
review of Oompany ' s re-projections of purchased gas costs prior to 
the implementation of the increase in the PGA factor. Houever, a 
prudency review will occur as a matter of course during the hearing 
to be held in Docket No. 970003-GU in February 1997. If the 
increase in the cost recovery cap is ultimately found imprudent, 
Peoples ' ratepayers will suffer no harm since any costs found 
imprudent will be disallowed for recovery and will flow back to the 
ratepayers through the true-up mechanism. 
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