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Pursuant to 807 KAR 5:056K, Sections 1(11) and (12), and

following proper notice, a hearing was held on Januax'y 27„1981,

to review the operation of the standard fuel adjustment clause;

to determine the amount of fuel cost tha* should be transferx'ed

(rolled-in) to the base rates of the Applicant„ and to re-

establish the fuel adjustment clause charge.

In response to the Commission's xequest for infoxmation,

the Applicant fi.led data showing by month, for the pex iod

November 1978 thx'ough November 1980, the price paid for coal,

freight costs, unit availability, unit performance, and the cost

pex kwh of net generation. In response to the request, the

Applicant stated its intent to use October of 1980 as the test
month or base period fox purposes of arriving at the base fuel

cost (F(b)) and kwh sales (8(b}), the components of the standard

fuel adjustment clause. The base fuel cost. requested using data

for the month of November 1980 was 12.35 mills per kwh, which is
the same level of fuel cost currently included in the Appli-

cant's base rates.
In establishing the level of base fuel cost to be included

in the Applicant's rates, the Commission must determine whether

the base period fuel co~t per night kwh g~innratv<1 f H normnl nr

representative of the level of fuel cost actually being experi-

enced by the Applicant. The Commission's review of data filed

by the Applicant discloses that the cost of net generation for

July, August, September and October of 1980 was 12.07; 12.45;
12.27 and 12.33 mills per kwh, respectively. Further, the



Commission's analysis of the Applicant's fuel clause filings
discloses that actual fuel cost for the six manths ending

December 1980 ranged from a low of 12.29 mills per kwh in

November 1980 ta a high of 12.91 mills in August of 1980.
One other issue requires discussion at this point. In its

Order in Case No. 8058 the Commission discussed in detail
Kentucky Power's position that transfer of fuel cost ta the base

rates will result in Kentucky Power not being able to bill all
of the increase in fuel cost for the two months immediately

preceding the first month the new base fuel cost, is billed. The

Commission concluded, among other things„ that there was some

mex'it to Kentucky Power's position and provided in that Order

what it believes is a reasonable solutian to the problem.

In this instance the Applicant, like Kentucky Power, bills
its customers on a cycle basis dally. Howevex', the Applicant

has proposed ta leave its base fuel cost of 12.35 mills un-

changed. Since the px"ablem raised by Kentucky Power occux's only

when the base fuel cost is changed, the Applicant will nat

expex'ience any unrecovered fuel cast fx.am the Gxder issued in

this case. For purposes of future x'eference the Commission will

include at this paint the example used in Case No. 8058.

Fax this example„ three assumptions are made. First, it
is assumed that the Commission approves a base fuel cost of
14.33 mills effective fax bills rendered on and after April 1,
1981. Second„ it is assumed that the farmer base fuel cost

priar to roll-in was 12.05. And third, it is assumed that the

actual fuel east for February and March of 1981 is 15.11 and

14.52 mills„ respectively. Since one-half of February sales
would be billed in February and the other one-half in March,

the base fuel cost of 12.05 would apply to both. Thus, fox.

February usage the applicable fuel adjustment clause x ate would

be 3.06 mills (15.11 less 12.05) and mould be recovered from

custamers beginning with the first cycle billed in April of
1981.



Recovery of the March fuel east is not as easily computed

since one-half of the sales billed in March would be subject to
the base fuel cost of 12.05 and the other one-half billed in

April would be subject to the new base fuel coat of 14.33.
Whi3.e a precise calculatian cannot be made„ it is the view of
the Commission that a reasonable solution to this problem is to

average the sum of the base fuel cost prior to roll-in of 12.05
mills and of the base fuel cost after the roll-in oi'4.33
mills, which results in a figure of 13.19 mi.lls. Thus, the fuel

adjustment clause rate applicable to March usage would be 1.33
mills (14.52 less 13.19) and would be recovered from customers

beginning with the first cycle billing in May of 1981. The

Commission believes that the use of this procedure will eliminate

any material impact an the company or its customers due to

roll-in of the fuel cost to the base rates.
The Cammission, after review af the evidence of record and

being advised, FINDS:

(1) That the Applicant has complied in all material

respects with the provisions of 807 EAR 5.056E„Uniform Fuel

Adjustment Clause.

(2) That the test month af October, 1980 shauld be used as

the base period in this proceeding.

(3} That the Applicant's requested base fuel cost of 12.35
mills is the same base fuel cost currently included in the

Applicant's base rates.
IT IS THEREFORE ORDERED that the Applicant's requested base

fuel cost is herein established at 12.35 mills per kwh.

IT IS FURTHER ORDERED that base rates included in the

Applicant's tariffs currently on file with the Commission shall

remain unchanged as a result af the Cammission's Qrder in this

case.
Bone at Frankfort, Kentucky, this 13th day of March„ 1981.
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