| 13

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN EXAMINATICN BY THE PUBLIC SERVICE )
COMMISSION OF THE APPLICATION OF THE )
FUEL ADJUSTMENT CLAUSE OF KENTUCKY ) CASE NO. 94-460
POWER COMPANY FROM NOVEMBER 1, 19832 )
TO OCTOBER 31, 1994 )

R _D_E R

Pursuant to Commission Regulation 807 KAR 5:056, the
Commission on December 14, 1994 established this case to review and
evaluate the coperation of the Fuel Adjustment Clause ("FAC") of
Kentucky Power Company ("Kentucky Power") for the 2 years ended
October 31, 1994, and to determine the amount of fuel cost that
should be transferred (rolled-in) to its base rates to reestablish
its FAC charge.

As part of its review, the Commission ordered Kentucky Power
to submit certain information concerning its fuel procurement, its
fuel usage, and the operation of its FAC. Kentucky Power submitted
this information on January 20, 1995. A public hearing was held in
this case on March 2, 1995 at which Betsy Kavander, an official of
the American Electric Power Company, and Bill England, Ranie
Wohnhas, and Errol Wagner, Kentucky Power officials, testified.

Kentucky Power proposed that the month of June 1994 be used by
the Commission as the base period (test month) for the purpose of
arriving at the base fuel cost ([F(b)] and the KWH Salesa [S(b)}]

components of its FAC. It further proposed that its base fuel cost



be changed to 11.45 mills per KWH, the actual fuel cost for tha
proposed base period. Kentucky Power‘'s current base fuel cost is
12.92 mills per KWH.

In establishing the apprepriate level of base fuel cost to be
included in Kentucky Powar's rates, the Commisgion must determine
whether the proposed base period fuel cost per KWH s
representative of the level of fuel cost currently being
experienced by Kentucky Fower. The Commission's review of
generation mix, generation unit outages, and genaration unit
avallability discloses that the month of June 1994 is a reasonably
representative generation month for Kentucky Powexr. The analysis
of Kentucky Power’s monthly fuel clause filings showed that the
actual fuel cost incurred for the 2-year period in question ranged
from a low of 10.34 mills per KWH in February 1993 tc a high of
13.46 mills per KWH in July 1993, with an average cost for the
period of 11.56 mills per KWH. Based upon this review, the
Commission finds that Kentucky Power has complied with Commigsion
Regulation 807 KAR 5:056 and that the proposed base period fuel
cost of 11.45 tills per KWH should be approved.

In implementing a new base period £fuel cost, the Commission
recognizes that the potential for underrecovery of fuel costs
exists. Kentucky Power bille its customere on a daily cycle basis.
Customers are billed only after service is received. The average
Kentucky Power customer has a billing period which straddles 2
calendar months. As a result, the custcmer’s monthly bill is
partially for usage in the current calendar month and partially for
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usage in the prior calondar month. As the change in the base
poriod fuel cont will occur during the billing period, not at its
beginning, Kantucky Powor faces the prospect of assessing its
customers a fuol adjustment charge based on an incorrect base
poriod fuel cost for a portion of the billing period.

This problom is compounded by the lag in billing customers for
the FAC rate. Each customer incurs a FAC charge with every billing
poriod. Becauso of the time required to calculate the pracise
charge for that billing poeriod, however, the charge incurred is not
actually billed until two billing pericds later.,®

The Commipsion hap faced this problem in prior cases’ and has
found that, while no precise sclution exists, a reasonable solution
ip to average the base poriod fuel cost prior to and after roll-in

in computing the fuol adjustment charge for the billing period in

3 Congsider the following example: The new base period fuel cost
in entablished ap 11.45 mille per KWH effective for service
rendered on and after July 1, 1995, Asgsume the actual fuel
coste for May and June 1995 are 15.14 and 17.00 millse per KWH,
repspectively. Bince half of May sales are billed in May and
the other half is billed in June, the base fuel cost of 12.92
millo per KWH would apply to both months. Thus, the
applicable fuel adjustment charge for May would be 2.22 mills
per KwH (15,14 - 12.92) and would be recoverable from
customers beginning with the £irst cycle billed in July 1995,
The recovery of June fuesl costs would not be as easily
computed since that half of the sales billed in June would be
pubject to the old base fuel cost of 12.92 mills per KWH and
the other half would be subject to the new base fuel cost of
11.45 mills per KWH,

2 Ben, &, q,., Case No, 8056, An Examination By The Public Service
Commiopion Of The Application Of The Fuel Adjustment Clause Of
Kentucky Power Company Pursuant To 807 KAR 5:056E, Sections
1(11) and (12).



which the new bape poriod fuel coat (after roll-in) becomen
affective.' 'The use of thia procedure in the came at bar, the
Commipaion balieves, will eliminate any material impact on Kentucky
Powar and ite customera from the roll-in of the fuel coat to base
rates,

The Commisnion, having conaidered the evidence of record and
being otherwise aufficiently adviaed, finds that:

1. Kentucky Power has complied with the proviaions of 807 KAR
5:056,

2. The test wmonth of June 19%4 ashould be umed as Xentucky
Powar'p base poariod for this review,

3. Kentucky Power's proposed base period fuel coast of 11,45
mills per KWH ghould be approved,

4. 'The establishment of a bame fuel coat of 11,45 mille per
KWH requiren a transfer (roll-in) of «<1,47> milla per KWH from the
FAC rate to Kentucky Power's base rates and can besat be
accomplished by a uniform decrease in all energy charges,

5, Tho raten and charges in Appendix A reflect the transfer
(roll-in) to bape raten of the differential between the current
bane fuel cont of 12.92 milln per KWH and the proposed fuel cost of
11.45 milles poer KWH.

Applying this method to the example presented in Note 1, the
bape fuel cost for June would ba the average of the base fuel
cost after roll-in of 11.45 mills per KWH and the base fuel
cost before roll-in of 12.92, or 12.19. Thues, the fuel
adjustment charge for June would be 3.40 mills per KWH (15,59
- 12.19}) and would be rocovered from the cuatomers beginning
with the firat cyclae billed in Auguat.
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6. The ratea in Appendix A, attachad hereto and incorporated
herein, are fair, juat and reamcnable and should be approved for
service rendered on and after July 1, 1995,

?. The FAC rate for May 1985, which will be billed in July
1995, ahould be computed uasing thea base fuel coat prior to roll-in
of 12.9%92 milla per KWH.

a. The FAC rate for June 1995, which will be billed in
August 1995, should be computed using a base fuel coat of 12.19
milla per KWH, the average of the base fuel coats prior to and
aftar roll-in.

9. The FAC rate for July 1995 and succeeding monthe ahould
be computed using the base fuel cost of 11.45 mille per KWH.

IT 18 THEREFORE ORDERED that;

1. The charges collected by Kentucky Power through the FAC
for the pericd November 1, 1992 through October 31, 1994 be and
thoy horeby are approvad,

4. Kentucky Powar's proposed base period fuel cost of 11.45%
milla per KWH bo and it hereby ie approved.

3, The rates in Appendix A are falr, just and reasonable and
are approved for service rendered on and after July 1, 1995,

4. The current base rate of 12,92 mille per KWH shall be
vwaod to compute the FAC rate for May 1995,

5. The average base fuel cost of 12.19 mille per KWH shall
ba used to compute the FAC rate for June 1995,

G. The base fuel coat of 11.45 mille per KWH shall be used
to compute the FAC rate for July 1995 and succeeding monthas,
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7. Within 30 daya from the date of thia Order, Kentucky
Power ahall file with thia Commisaion its reviased tariff sheets
aetting ocut the ratea approved hevein.

Done at PFrankfort, Kentucky, this 5th day of April, 1995.

PUBLIC SERVICE COMMISSION

ATTEST

e M 00,

IExecutive Director




APPENDIX A
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE HO. 94-460 DATED APRIL 5, 1995
The following ratea and charges are pregcribed for the
cuntomers in the area served by Kentucky Power Company. All othox
raten and chargea not apecifically mentioned herein shall remain
the name aa those in effect under authority of thie Commiasion

prior to the effective date of this Orxder.

TARIFF R, 5.
(Renidentinal Service)
RATE:
Firat 500 KWH per month 4.992¢ per KWH
All Over 500 KWH per month 4.260¢ per KWH
TARIFF RS - LM - TQD
! Electric Service Schedulal
RATE:
All KWH used during
on-peak billing periocd 7.324¢ per KWH
All KWH uped during
off-peak billling pericd 1.830¢ per KWH
(Repidential Service Time-of -Day)
BATLL:

All KWH used during on-
peak billing period 7.324¢ per KWH

All KWH usped during off-
peak billing period 1.890¢ per KWH



IARIFE.S.G. 8.
{small Genexal Servicel}

RATE; (Tariff Code 211)

o

'First 500 kWH per month
All over 500 KWH per month

LOAD MANAGEMENT TIME-OF-DAY PROVISION:
RATE:
Enexgy Charxge:

All KWH used during on-
peak billing period

All KWH used during off-
peak billing period

6.252¢ per KWH
3.608¢ per KWH

9.027¢ per KWH

1.993¢ per KwH

TARIEE M.G.8.
iMedium General Sexvice)

Service Voltage

Secondary Primary

Charge: ,
KWH equal to 200 times KW
of monthly billing demand

KWH in excess of 200 times
KW of monthly billing demand

5.230¢ 4.673¢

4.262¢ 4,015¢

RECREATIONAL LIGHTING SERVICE PROVISION

RATIE:
Energy Charge:

RATE:
Energy Chaxge:

All KWH used during on-
peak billing period

All KWH used during off-
peak billing period

5,248¢ per KWH

(Tariff Code 223,224)

8.100¢ per KWH

2.553¢ per KWH



EXPERIMENTAL TARIEE M.G.8. =
mmms:mmlmmmmmw

Enexrgy Charxge:

All KWH used during on- 8.100¢ per KWH
peak billing period

A1l KWH used during off- 2.553¢ per KWH
peak billing period

TABIEE. LaSaia
{Large Genexal Service)

— SERVICE VOLTAGE
Secondary  Primarxry  Subtrxapsmission
Energy Charge per KWH 2.572¢ 2.913¢ 2,384¢
LOAR.MANAGEMENT TIME-QF-~DAY PROVISION:
RATE;:
Energy Charxge:

All KWH used during on- 6.720¢ per KWH
peak billing period

All KWH used during off- 1.908¢ per KWH
reak billing period

TARIFF Q.P.,
[Ouapntity Powerx)

— SERVICE VOLTAGE
Primary Subtransmission Transmigsion
Energy Charge per KWH 1.220¢ 1.171¢ 1.155¢



TARIFE Col.Re = T.Q.D.

RATE;
SERVICE VOLTAGE
Primary Subtransgmigsion Transmission
Energy Charge per KWH 1.220¢ 1.171¢ 1.155¢
TARIFF I . R.P.
{Interxuptible Powerx)
RATE:
e PERYICE VOLTAGE
Subtransmisgion Transmisgion
Energy Charge per KWH 1.171¢ 1,155¢
TARIFF M. W.
{Municipal Waterworks)
RATE :
All KWH used per month 4.152¢ per KWH
TARIFE Q. L.
(Outd T ahtina)
MONTHLY RATE:

A. OVERHEAD LIGHTING SERVICE

1. High Pressure Sodium

100 wattg (9,500 Lumens) $5.02 per lamp

150 watts {16,000 Lumens) 5.89 per lamp

200 watts (22,000 Lumens) 7.46 per lamp
2. Mercury Vapor®*

175 watts (7,000 Lumens) $5.00 per lamp

250 watts (11,000 Lumens) 6.64 per lamp

400 watrts (20,000 Lumens) 6.1% per lamp

B, POST-TOP LIGHTING SERVICE

1. Mercury Vapor¥
175 watts (7,000 Lumens) on
12-foot post $5.88 per lamp



2, High Pressure Sodium
100 watts (9,500 Lumens} on
12-foot post $8.79 per lamp

C. FLOODLIGHTING SERVICE

1. High Pressure Sodium

200 watts (22,000 Lumena) $8.74 per lamp
400 watts (50,000 Lumens) 11.77 per lamp
2. Metal Halide
250 watts (20,500 Lumens) $13.86 per lamp
400 watts (36,000 Lumens) 18.01 por lamp
IARIEE 8. L.

AVAILABILITY QF SERVICE

Available for lighting service for all the lighting of public
streets, public highways, and other public outdoor areas in
municipalities, counties, and cther governmental subdivisions where
such service can be supplied from the existing gencral distribution
systems.

MONTHLY RATE:
A. Overhead Service on Existing Distribution Poles

1. Mercury Vapor

175 Watts (7,000 Lumens) 54.08 per lamp
2. High Pressure Sodium

100 Watts (9,500 Lumensg) 54.36 per lamp

150 Watts (16,000 Lumens) 4.81 per lamp

200 Watts (22,000 Lumens) 5.50 per lamp

400 Watts (50,000 Lumens) 7.38 per lamp

B. Underground Service on Existing Special Metal Pole -

Post Top

1., Mercury Vapor
175 Watts (7,000 Lumens) 54.08 per lamp



., Service on New Wood Distribution Pcles

1. High Presaure Sodium

100 Watts (9,500 Lumens) $6.99 per lamp
150 Watts {16,000 Lumens) 7.56 per lamp
200 Watts {22,000 Lumens) B.74 per lamp
400 Watts (50,000 Lumens) 10.63 per lamp
D. Service on New Metal or Concrete Poles
1. High Pressure Sodium
100 Watte (9,500 Lumena) $14.43 per lamp
150 Watte (16,000 Lumens) 14,91 per lamp
200 Watte (22,000 Lumens) 18.77 per lamp

400 Watts (50,000 Lumens) 19.18 per lamp



