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On February 28, 1982, the Commission issued its order with regard

to the ratemaking standards identified in Section ill(d) ( l)-(6) of the

Public Utility Regulatory policies Act of 1978 (PURPA) . One of the

PURPA ratemaking standards is time-of-day rates. The Commission's

f indings and determination on the time-ot-day rate standard are found

on pages 25 through 33 oi itrs or sss r, in i s.n ds ~ s eirsninntion, I hr com-

mission provided a proposed plan for the implementation of time-of-day

rates. To assist in the implementation of thr plan, the Commission

established a Load Management Task Force. The Task Force now consists
of three committees, the Steering Committee, Technical Committee, and

Customs! r Educat ion Corssmi t tnt .



The implementation plan as outlined in the Order consists of four

phases. Phase 3 calls for the implementation of time-of-day rates for
one year. The Load Management Technical Committee, which consists of

representatives of utilities, the Attorney General's office, various

consumer interests, and Commi rs i on stv t t, i s current 1 y focusing much

of its attention on designing rates for Phase 3. In order to design

rates for phase 3, the Load Management Technical committee has

inquired of the Commission concerning the likelihood of adopting a

price elasticity allowance to account for revenue that may be lost if
customers shift their demands trom peak to off-peak periods. The

development of rates to implement Phase 3 wil 1 be dependent ui>on

whether the Commission would allow such a revenue adjustment to be

used in computing the time-of-day rates.
The Commission is of the opinion that to request an adjustment in

revenue for price elasticity prior to the implementation of the rates

would constitute an application for authority to adjust rates. Such

an application would require the filing of the information outlined in

807 KAR 5:001, Section 9, of the Commission' regulat ions. If no

additiona1 revenue were included in the development of the time-of-day

rates, then Section 6 of 007 KAk 5:011 would ai>ply. Thn Commission

finds that the best way to proceed is to exclude any additional reve-

nue in the calculation ot the timeof day rates. The utilities should

document any revenue they may lose solely as a result of the implemen-

tation of the time-of-day rates in Phase 3 and then request to recover
the revenue in the f irst general rate case. at ter the conclusion of the

study. Once the t ime-of-day rates are if f fret ive, any gene. ra 1 rate



increases that occur during the study should also be applied to the

time-of-day rates.
The Commission also f inds that newspaper publication of notice of

hearings and changes in tariffs as outlined in 807 KAR 5:Oll, Section

8, will not be required for the implementation of time-of-day rates if
each customer to be served under time-of-day rates is notified

directly. It is expected that direct notification will be used and

the Commission's regulation on publication of notice will be waived.

IT IS THEREFORE ORDERED that the calculation performed to develop

time-of-day rates shall not include an adjustment for revenue that

might be lost to the utility as a result of a customer shifting demand

from the peak period to an off-peak period. The recovery of any reve-

nue lost because of the implementation of time-of-day rates will be

considered by the Commission in the first general rate case following

Phase 3.
IT Is FURTHEk okDERED that the commission's regulation 807 KAR

5:Oll. Section 8, will be waived if all time-of-(iay customers are

notified directly of the propos d tariff changes and hearing dates.

Done at Frankfort, Kentucky, this Bt L day of ~use , 1983.
PlJHt IC SERVICE C(JIM ISHI(JN
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Secretary Commissioner


