THE STATE CORPORATION COMMISSION

OF THE STATE OF KANSAS

Before Commissioners: G. T. Van Bebber, Chairman
Wiliam G. Gray
R. C. Loux

In the matter of a general investigation )
upon the Commission's own motion to )
establish general policies with regard )
to purchased natural gas, fuelfor electric )
power generation, and purchased electric )
power, )

Docket No. 106,850-T

OQRDER

Now, on this 1Sth day of April, 1977, the above-entitled
matter comes on {or consideration and final determination upon the
Commission's own motion. Having examined all of its files and records,
and thereby being fully advised in all the premises, the Commission finds

and concludes that:

L INTRCDUCTION

1. On December 24, 1975, an order was issued herein providing
that the State Corporation Commission was undertvaking, upon its own metion,
a general investigation for the purpose of: (a) Sstablishing a gemeral policy
regarding the recovery by gas utilities of the increased costs of natural zas
purchased by such utilities; and (b) establisnhing general policies regarding
the recovery by electric utilities of the increased costs of Zuel for eleciric
power generation and electric power purchased by such urilities.

2. Said order also directed that a public hearing dbe held om Jazuary 2
1976, at 16:00 a.m. in the Commission's hearing room, Fouzth Floor, State
Office Building, Topeka, Xansas, for the purpose of providing each gas axnd
Cer

electric public utility certificated by and subject to the jurisdiction of the

mission the cpportunity to te heard as to the necessity of such general izves:



gation and to show cause, if any there be, why such investigation should not
be made or why the costs thereof should not be assessed against said utilities.
The Commission ordered further that its order was to serve as nctice of such
hearing to all suck gas and electric public utilities.

3. Said public hearing was held before the Commission at the time
and place provided in the Commission's order of December 24, 1973, and on
January 28, 1976, the Commission issued an order reaffirming the necessity
for conducting the general investigation and assessing the expenses attributabl
to said investigation against the gas and electric public utilities certificated by
and subject to the jurisdiction of the Commission.

4. Pursuant to its order of January 28, 1976, the Comrmission retaine
Touche Ross and Company as special consultants to assist the Commission's

- Staff in conducting the investigation hereunder. Specifically, Touche Ross and
Company reviewed the present status of automatic energy adjustment clauses
within the state, developed and proposed energy adjustment clauses ior the
various types of electric and gas utilities and designed standardized reporting
and monitoring formats to be used by the Commission and its Staff in admia-
istering and implementing the various clauses.

5. Touche Ross and Company compiled and submitted to the Cormumis-
sion a preliminary report, entitled "'Preliminary Report on the Review of
Automatic Energy Adjustment Clauses Within the State, ' whick analyzed
energy adjustment clauses presently being used by the various uti}.i.tit.-:s withiz
the state and which also proposed certain uniform energy adjustment clauses
to be used by various classes of utilities. On July 13, 1976, this -eport was
mailed to all interested parties in this docket, accompanied by a letter irom
Fred B. Adam, the Commission’s Director of Utilities, encouraging all such
parties to submit comments to the Commission on the preliminary report.

In addition to soliciting these comuments, Toucke Ross and Company tested
applicability and practicality of the various clauses cortained in the prelimini
report with several utilities of varying types and sizes.

6. Based on its analysis of the comments received irom iaterested
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parties herein concerning the Special Staff's preliminary report, together
with the results of testing the applicability and practicality of the various
energy adjustment clauses proposed in the preliminary report, Touche Ross
and Company revised said preliminary report and, on Auagust 27, 1976, sub-
mitted to the Commission its final report hereunder, entitled "Report on the
Review of Automatic Energy Adjustment Clauses Within the State."

7. On August 27, 1976, the Commission issued its order that a public
hearing would be keld on October 4, 1976, and continuing to and including
October 8, 1976, if necessary, for the purpcse of receiving testimony and
exhibits by all parties in this docket relat{;zg to the Staff's findings and recom-
mendations resulting from its investigation herein. The Commission also
ordered that its order was to serve as notice of said hearing to all gas and
electric public atilities certificated by and subject to the jurisdiction cf the
Comrmission.

8, In accordance with the notice provided in the Commission's order
of August 27, 1976, a public hearing was held at the time and place presc=ibed
in said order. At this hearing, Staff presented three witnesses, to-wit:

Frank R. Budetti, J. Emerson Hartzler and Michael . LaPorta, all repre-
sentatives of Special Staff consultants, Touche Ross and Company. [n addition
Harold W. Steenbergen testified on benalf of The Cas Service Company, and
William E. Brown testified on behalf of The Kansas Pcwer and Light Compaxny

9. During the course of the proceedings in this docket, the followizg
appearances were made:

Thomas E. Gleason, Ottawa, Kansas, and James
C. Mordy, Kansas City, Missouri, appeared for
Central Kansas Power Company.

Jack Bender, Wichita, Kansas, appeared for The
Boeing Company, Wichita Division, Iztervenor.

James L. Grimes, Jr., Topeka, Kansas, appeared
for the Kansas Power and Light Company, People's
Natural Gas Division of Northera Natural Gas

Company and Southwestern Public Service Company.

Laird P. Bowman, Kanmsas City, Missouri, and
Richard C. Byrd, Ottawa, Xansas, appeared Ior

The Gas Service Company. ;
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Richard C. Byrd, Ottawa, Kansas, appeared
for Kansas-Nebraska Natural Gas Company,
SEKCO Gas Company, Central Telephone and
Utilities Corporation, Empire District Electric
Company and Greeley Gas Company.

Everett Fettis, Wichita, Kansas, appeared for
Arkansas-Louisiana Gas Company.

Bob W. Storey, Topeka, Kansas, and William
H. Reeder, Independence, Kansas, appeared
for Union Gas System, Inc.

Milo M. Unruh, Wichita, Kansas, appeared for
Vulcan Materials Company, Intervenor.

Jack Glaves, Wichita, Kansas, appeared for
Sunflower Electric Cooperative, Inc., Kansas
Municipal Utilities, Inc., amd the following Kansas
cities: Anthony, Attica, Burlingame, Chanute,
Clay Center, Coffeyville, Ashland, Herrington,
Holton, McPherson, Protection, Sabetha,
Wellington, Larned, Pratt, Russell, Sterling and
Winfield.

Gordoa Lowry, Valley Falls, Kansas, and Phil
Kassebaum, Wichita, Kansas, appeared for Kansas
Electric Cooperatives, Inc.

Phil Kassebaum, Wichita, Xansas, appeared for
the following electric cooperatives: Alfalfa, Ark
Valley, Brown-Atchison, Butler, Caney Valley,
Central Kansas, C. M. S., Coifey County, C & W,
Doanipban, D.S. &O., Flint Hills, Great Plains,
Jewell-Mitchell, Lane-Scott, Leavenworth-
Jefferson, Lyon County, N, C.K., Nemaha-
Marshall, Ninnescah, Northwest Xansas, Norton-
Decatur, Pioneer, P.R. & W., Radiant, Sedgwick
County, Sekan, Smoky Fill, Smoky Valley, Sumner-
Cowley, Twin Valley, United Zlectric, Victory and
Western. -

James M. Caplinger, Topeka, Xansas, appeared for
Kaw Valley Electric Cooperative, Inc., and Central
Kansas Electric Cooperative, Inc.

Michael Harzis, Wichita, Xansas, appeared Zor
Kansas Gas and Electric Company.

Robert W. Green, Cttawa, Xansas, Tom Sache,
Ottawa, Kansasg, and David L. Smith, Kansas City,
Missouri, appeared for Xansas City Power and
Light Company.

Don Schnacke, Topeka, Xansas, appeared for Kansas
Independent Cil and Gas Association.

W. Robert Alderson, Ceneral Counsel, and Sard
Fleeker, EJ Brausa and Walker Hendrix, Assistant
Gezneral Counsels, appeared for the Commission's
Staff and the public generally.
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10. The Commission granted the petitions to intervene in this
docket filed cn behalf of The Boeing Company, Wichita Division, Wichita,
Kansas, and Vulcan Materials Company, Wichita, Ka.;:sas. Central Kansas
Power Company also filed a petition to intervene, but its petition was
unnecessary, since this utility was made a party to this docket by virtue

of the Commission's order of January 28, 1976.

I[I. EXISTING ENERGY ADJUSTMENT CLAUSES

11. The investigation and f{inal report by Special Staff, Touche Ross
and Company, indicate that there are curr;a.tly seventy-seven different
energy adjustment clauses being used by the various gas and electric public
utilities certificated by and subject to thHe jurisdiction of the Commission.
The principal variances between these several clauses depend to some degree
on the type of utility utilizing such clause, i.e., private electric utilities,

cooperative electric utilities, municipal elect>ic utilities and gas utilities.

12. Private Electric Utilities. There are seven private electric

public atilities certificated by and subject to the jurisdiction of this Commis-
sion, and all of these utilities bave at least one energy adjustment clause
currently in effect. Several of these utilities have multiple clauses, so that
there are total of seventeen clauses now in effect. All of these clauses are
incorporated into the published tariffs of the various utilities, and mecartaly
adjustments are computed and billed withour any type of heazing or Commis-
sion approval, although the Commission's Stafl reviews the data submiried
to it monthly by the utilities. However, the level of detail contained in :2is
monthly reporting is limited.

All of thé clauses utilized by the seven private electric urilities cczn-
sider higtoric costs, rather than forecasted costs, ina comipuring the adjust-
ment, none has a settlement provision and all clauses speciiy a montily
adjustment cormputation. However, most other factors vary widely. Thous,
the differences among these clauses are cansiderable, and there is a0 "{ypica.
clauge for these seven private electric utilities.
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One notable difference among these clauses concerns the date that
the base fuel cost in the formula was set. In theose cases where the basic
tariff reflects fuel costs of a peri.od in the distant past, the fuel adjustment
factor may be a significant part of the total bill the customer pays. Where
reasonably current fuel costs are incorporated into the basic tariff, the fuel
adjustment factor will be a minor portion of the total rate. While these
differences do not necessarily affect the customers' total ;:zi.lls, the Com-
mission recognizes the fact that differences such as this may be difficult for
consumers to understand.

13. Cooperative Electric Utilities.. There are thirty-seven cooperativ

electric utilities certificated by and subject to the Commission's jurisdicrion,
having a total of forty-five different energy adjustment clauses. Mast of these
clauses include the cost of purchased power, since only a {ew cooperatives
generate substantial amounts of their own power. Faor those cooperatives that
do generate their own power, the variation among the different e#ergy adjust-
rment clauses is similar to the variation experienced by the private electric
atilities. However, for those cooperatives that purchase substantially all of
their power, the clauses are generally the same, since they merely attempt to
pass through to their customers the actual increase per Xwih in the cost of the
power purchased by these cooperatives.

The Commission recognizes that the impact cf an energy adjustzent
clause is different for two classes of customers of coopexative eleciric utilitie
i.e., self-billing customers and modified seli-billing customers. A modifled
self-billing customer reads his cwn meter and submits payment (at the base
rate) to the cooperative, The utility then cormputes the energy adjustmen
factor and bills the customer for payme=znt of the adjustment amount with the
next month's billing, Thus, an additional month's lag is introduced, cormpars
with normal billing procedures where both the base rate and the energy adjust
ment are multiplied by the monrthly usage and billed as cne total amount for th
current month.

Lag is considerably increased with gelf-billing customers, where a3



annual schedale of rates, including the latest energy adjustment factor, is
mailed to the customer and, based on that schedule, twelve monthly payments
are made to .the utility. The twelve-month time span between mailings results
in a considerable lag between cost changes and billing rate adjustments.

14, Municipal Electric Utilities. There are nineteen municipal electr

utilities which have tariffs on file with the Commisgion, and there are a total
of eleven energy adjustment clauses applicable to those tariffs, Cnly about
one-half of the municipal electric utilities nave automatic energy adjustment
clauses curreatly in effect, 'i‘he comparison of these clauses results in data
similar to the comparative data for private electric utilities. AIll of the
municipal electric utility clauses use historic costs for current period cost
calculations, they caleculate the adjustment and bill monthly and they also use
a single cost base formula. Also, none of them incorporate a settlement pro-
vigsion. With these exceptions, the factors utilized by the municipal electric
utilities in their energy adjustment clauses vary widely.

15. Gas Utilities. Of the thirty-five gas utilities in the sta.te,>only
three have autormatic adjustrment clauses. One company has two clauses; the
other two each have a single clause. 'As disclosed by Appendix II to the fizal
report of Touche Ross and Company, these four clauses have widely diiferent
characteristics.

All gas utilities certificated by and subject to the jurisdiction of the
Commission, including those with autormatic adjustment clauses, submit applt
cations for rate changes to reflect changes in the cost of purchased gas. The

" are then subjected to an informal or formal hearing procedure by tke Com-
mission. As a result, all rate adjustrents for purchased gas cost changes
are reviewed acd approved or disapproved by the Commission. However, the
level of detail provided in these applications is often limited and not stancard
ized, which makes an effactive analysis cf the applications difficult and :ime
consuming.

16. Conclusion as to Zxisting Clauses. The Commission agrees wiid

Special Staff that it is difficult o find much uniformity in the clauses current
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in use by the gas and electric public utilities within the state. The uniformity
and level of detail of periodic reporting are both insufficient for effective
review by the Commission or its Staff, These facts present a problem to

which the Commisgssion must address itself in this dockat.

L. ALTERNATIVE APPROACEES

17, The evidence presented to the Commission in this proceeding
indicates that there are four altermative approaches the Commission can take
with respect to energy cost adjustmments. The first alternative is for the
Commission to permit no automatic adjustment clauses, but hold periodic
hearings to adjust rates for energy cost changes. This approach has beea
used by several states which disallow eﬁergy cost pass-through by rejecting
all automatic clacses. Usually, the substitute procedure is to hold periodic
hearings to consider rate adjustments for energy cost changes, Although tke
Commission's credibility with the corsumer may be enharnced temporarily by
this strategy, we believe that the benefits of periodic hearings are illusory.
Without standardized clause formulae and periodic reporting by the uatilities,
the review of each application is a difficult, time-consuming and cosdy
process, and there can be no assurance that adjustments aTe comparabdle
among companies.

In rejecting this alternative, the Commission feels that it is importazt
to note that, unless periodic hearings are quite frequent (whick would necessi:
increased regulatory costs to the consumer), significant regulatory lag would
be introduced, and the cash requirements of the utilities would be increased.
We do not believe that the introduction of increased regulatory lag serves axzy
useful purpose, either for the utilities or the consumers. Iif the costs of
energy are significant and are legitimate costs :hat will e incorporated izto
the rate structure at a formal hearing, then those costs should be passec <z
equitably to the consumers withcur undue delay. Tkis will insure that the
atility is allowed the opp;:)rtmity to recover its costs and eara a fair return
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aon its investment.

Further, it is our opinion that to disallow all automatic adjustment
clauses in favor of periodic hearings coxz-:;titutes a denial that a problem
exists, rather than a valid attempt to deal with the realities of changing
energy costs and their impact on the utilities and their consumers.

18. Another alternative available to the Commission is to permit less
formal filings whenever the utility desires to revise 'Lt5> rates due to changes
in energy costs. This approach is currently in use in Kansas today with gas
utilities. Since this procedure usually results in a relatively rapid pass-
through of energy costs to the utilities' customers, it solves much of the
problem of regulatory lag. However, it does not result in standardized
reporting or uniform adjustment of rates to reflect cost changes. The Com-
mission believes that without standardized reporting by all utilities, the task
of analyzing eack of these informal filings by the Commission and its Staff
is made unnecessarily difficult. In addition, the current level of detail sub-
mitted by Kansas uatilities for such informal proceedings is insufficient to
verify calculations and adjustment methodology. The absence of a standardize
clause permits each utility to pass on its emexgy costs in the manner of its ow
choosing, which may result in substantially different rate adjustmments Ior one
utility's customers as compared with another utility's customers.

Thus, we reject this approach as being a viable altermarive., While we
believe that some procedure for informal review by the Commission and its
Staff of energy cost adjustments on a selected or exception basis is appropria
even with standardized clauses and reporting requirements, we do not delleve
that informal filings per se are the solution to the energy cost problem.

19. The third basic altermative available to the Commissicn, as we
see it, is to authorize the use of incentive type automatic adjustment provisic
in utilities' tariffs, which are intended to encourage efficient operations Dy =
utilities. The rationale in support of this alternative is that scme of the duxd
of regulation is passed to the utility, since the clause provides incentives Ior
the utility to operate efficiently with regard to gas, fuel and energy costs.
This is accomplished by designing the autormatic adjustment clause with certa
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. fixed operating statistics, such as line loss, thermal efficiency and fuel

mix, at predetermined or standardized levels, and then factoring the changes
in gas, fuel and other energy costs by a clause formula which incorporates
the standard efficiency parameters.

While this approach admittedly has some appeal to the Comrission,
we feel that there are two significant and interrelated problems with the use
of incentive clauses: First, accurate standards for operating statistics ace
difficult to establish; and second, standards may become obsolete with any
significant change in system configuration. For example, as pointed out on
page six of Special Staff's final report in t;;s docket, the actual system heat

rate for any electric utility is routinely calculated for periods such as a

month or a year. However, determiniﬁg what the heat rate should have been

is a complex problem involving ''modeling'’ of operating conditions to determin
such things aas:

) {a) Which generating units should bave been utilized
at different times?

{b) During what times could power have been eccno-
mically purchased, and what would the cost of this power
have been?

{¢) What interchange receipts and deliveries should
have taken place?

Special Staff also points out that another critical problem with an
incentive clause is what to do with the dollars of over- or under-recovery
which will surely result from the application of standard parameters. II:he
utility underrecovers its costs through the clause, it may have to iile o>
general rate increases more frequently. In this case, the inceative only acts
to increase regulatory lag. We have previously expressed our disapproval of
further enhancing this problem. On the other hand, if the utility operates
more eificiently and overrecovers its costs, should it be allowed o keep =ze
additional funds? Allowing retention would cerzainly be an incentive, especial
if the amount of money involved were substantial. However, the fairness of
this approach to the consumers can fairly be guestioned, but if the overreccve
musgt be returned by the utility to its custormers through a settlement provisiol
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in the clause, the value of the incentive is questionable. As a result, without
a settiement an incentive clause may result in more frequent rate hearings or
‘;.m.favorable consumer reaction. With a settlement provision included in the
clause, an incentive clause takes on the characteristics of a variable clause.
We do not favor either of these two possibilities, and we axre compelled to
reject the incentive clause as a reagsonable alternative for Commission action.

20. The final alternative, as we see it, and the one which we have
accepted, is to designate variable automatic adjustment provisions which
permit the pass-through of actual costs of gas, fuel or purchased power. With
this type of clause, if operating characteriftics change, the resulting changes
in cost are included in the energy cost adjustment. It eliminates the need for
the difficult and costly task of setting standards, and it is most effective in
‘passing on actual cost changes (decreasx-es, as well as increases) to the con-
sumer.

We are cognizant that one of the dangers of a variable clause is that
even costs that are avoidable will be passed on to the consumer. No mattex
how ineffective the utility's purchasing or cperating performance is, the con-
sumer will be asked to bear the cost. While we believe that a variable clause
is by far the most desirable mechanism for passing through charges in ke
cost of gas, fuel and purchased power, the Commission also recognizes that
it must reserve the right to suspend or adjust the clause if the results of its
application fall outside the prescribed limits. We also believe that a variable
clause, with specified limits for key operating characteristics such as line
loss, thermal efficiency and fuel mix, can accormplisa the sare objectives as
an incentive clause, while avoiding the problems inherent in this latrer type oi
clause.

The evidence presented to the Commission in this docket iadicates sha!
a variable clause with limits for key operating statistics can De most efiective
when preparation of both detailed and summary data required Ior the adjustm
computaticn is performed by the utility. This procedure will minimize the
effort required by the Commission and its Staif 10 process the adjustment
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application. In addition, the Commission's Staff should perform periodic
desk and field audits of the data scbmitted by the utility. This reporting
system should provide data from which the Staff can quickly identify unusual
situations and verify the calculation procedures in supporting documentation.

We feel that the variable clause should contain one additional charact-
eristic. In the event that the utility's operating statistics fall outside the
established limits, the Commission should have the authority under such
clause to require the energy cost adjustment to be calculated using the limit
value.

Therefore, the Commission specifivally approves the use of a variable
energy adjustment clause, with specified limits for key operating characterist:
such as line loss, thermal efficiency and fuel mix. In so doing, the Commissic
feels that it is important to enunciate our determinations as to the purpose,
scope and value of energy adjustment clauses, ia general.

The primary purpose of any such clause is to pass through to the con-
sumer an increase or decrease in the cost of energy, while avoiding the costly
and time-consuming process of a formal hearing to consider a gemeral revisier
of all rates. Further, since the cost o::' gas, fuel or purchased energy aifects
all classes of customers, all tariffs should carry the energy cost adjustiment
factor. The energy cost adjustment factor must be considered an integ=al
part of the approved tariff, sc that the emergy cost adjustment becomes an
application of the tariff rate, rather than a change in the rate.

The emergy cost adjustment must apply to only variable costs whose
fluctuations are largely outside the control of the atility, The variable tyoe
of energy adjustment clause approved by the Cormrmission herein is consistent
with these principles and it is consistent with the overall regulatory objectives
of this Commission and with the other means available to the Commission 0
achieve these objectives. As noted by Special Staif in its report o the Cem-
mission, if some significant cost factors are excluded by the emergy cost
adjustment clause, but are considered legitimate costs in a gereral rate
hearing, the utility may choose to file more irequent rate applications, raihe:
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than to absorb those costs denied in the clause. If those costs which are
includable, according to the terms of the clause, are accepted and automat-
ically passed on to the consumer without challenge, the regulatory process
may become ineffective. To avoid this undesirable result, the energy cost
adjustment clause must be coupled with specific reporting requirements and
effective monitoring procedures to insure that only legitimate energy costs
are included in the adjustment.

We are mindful that opponents of an energy cost adjustrment clause
typically argue that:

(a) The clause may limit the utility's incentive to
bargain for lower cost gas, fuel or purchased power.

(b) The clause may limit the atility's incentive to
operate efficiently. :

(c) The clause may confuse the consumer regarding
how his charges are computed.

(d) The clause may weaken the impact of the regu-
latory process.

(e} The clause may bias the selection of fuel or
power alternatives.

(£} The clause may bias selection of which plarts
to operate and what types of new plants to construct.

The Commission recognizes that many of the above staterments may

be valid, particularly if the energy adjustment clause does not recognize :2e
possibility of utility excesses, and does not specifically limit the pass-througt
of unreasonable costs. However, it is our opinion that these disadvantages
can be countered through the use of an appropriately designed variable enexgy
adjustment clause and with appropriate reporting by the utilities, coupled =ik
effective monitoring by the‘ Commission and its Staff. Thus, if these safeguar
are included, the Commission believes that an ezergy adjustment clause will
have the following benefits:

(a) The clause will reduce regulatory lag and

reduce the urility’s cash requirerment irom sources

other than the ratepayer.

(b) The clause will reduce the frequency of
formal rate hearings, thereby reducing regulatory
cost.
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{c) Since energy coats are largely outside the
control of the utility they ultimately must be
passed through to the consumer, and an anpro-
priately designed clause, with proper safeguards,
is the most efficient method to accomplish this
pass-through.

(d) User conservation will be encouraged through
the prompt pass-through of increased costs.

{e} The clause will result in a better matching
of revenues and expenses, a well-established
ratemaking principle.
{f} The ability to pass through increased costs
reduces the utility's risk, which ultimately may
lower its capital costs and increase its capability
to attract capital. -
In summary, the Commission believes that both the utilities and the
consumers benefit from a properly designed energy adjustment clause, and

we believe that such clause will play an important part in the overall regula-

tory process.

IV. SPECIFIC CHARACTERISTICS
OF ENERGY ADJUSTMENT CLAUSES
21. An individual energy adjustment clause has a number of speciiic
characteristics which determine its impact. The prizcipal characzeristics
presented to the Commission for its consideration during the course of these
proceedings are as follows:

22. Thermal Efficiency (Electric Utilities Cnlv)., Thermal etfiiciezcy,

or heat rate, refers to the heat (measured in British thermal units or 3tu's]
required to produce 2 kilowatt hour (kwh) of electricity. A clause may state
costs in terms of Btu's and outpuat in kwh's, usiang a fixed formula ro conver:
Btu's to kwi's which is based on an historic or standard ratio, I an histeric
ratio is used, it may reflect the actual experience of a test period (refexrred
to as a single poict) o'r it may consider some changing period such as the .as:
twelve months (moving averagej.

A clause which accepts the actual cost of fuel and tae actual Xwh outpu
rather than a fixed formula to convert Bru's to kv;h‘s, is termed a variable
thermal efficiency clause. The impac: of the variable clause is to atilize =ke
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thermal efficiency actually experienced during the computation period. A
variable clause eliminates any over- or underrecovery of costs by the utility
due to changes in thermal efficiency of its generating system.

For the reasons stated earlier with respect to the Commission's
approval of a variable energy adjustxent clause, the Commission finds that a
variable heat rate provision in the clause is preferable to a fixad heat rate. W.
find that it is appropriate to use a variable heat rate, because the thermal efii-
ciency or heat rate of a utility's generating system is variable. A variable hes
rate provision in an energy adjustment clause will permit the cost of the Btu's
heat actually used in a given month to be passed on to the consumer. However,
we also believe that an upper limit should be established for each utility to
insure that customers do not pay for unreascnably ineificient heat rates.

23. Line Loss. Line loas refers to the unaccounted for energy lost in
the transmission and distribution system, Adjustment clauses which considex
line loss as a variable factor compute the cost change per unit (kwh for electri
utilities, Mcf for gas utilities) by dividing costs by volume of sales, thas
incorporating the actual line loss during the computation period into the adjust-
ment., Fixed line loss clauses calculate the energy cost change per kwn or Mc
measured at the point of input to the distribution system, azd add to that cost
a fixed percentage for line loss.

The impact of using a fixed versus variable line loss is similar o tha:
previously discussed for thermal efficiency. If cthe line loss is fixed iz tne
clause, the gas or electric utility will over- or underrecaover its costs, depenc
ing upon the actual efficiency of the distribution systerm compared with the
standard line loss factor included in the clause. With a variable clause, tne
actual line loss experienced is reflected in the energy cost adjustmexnt.

The Commission feels that a variable line loss provision in az energy
adjustment clause is preferable to a fixed line loss provision. However, we
also believe that an upper limit should ce established for each urility to lasure
that customers do not pay for unreasonably high line losses.

24, Timing of Curzrent Data. Znergy cost adjustment formulae cai-

culate a current cost of gas, fuel or purchased power and compare this curre:
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cost with a base cost. The base cost is that cost which is included in the basic
tariff. The selection of a time period to use in computing '"current" data for
the clause impacts the amount ovf lag between the time cost changes are
experienced by the utility and the time those chazges are reflected in custome:
billings. For example, an historic c.lause which, in making a monthly adjust-
ment, takes data {rom the previous six months, may result in a lag of three
to five months. On the cther hand, a forecast clause is designed to reflect the
costs of the period for which customers are to be billed, thus intreduciag a0
lag between the cost change and customer billing. For these reasons, the
Commisgsion believes that a forecast clause should be included in an energy
adjustment clause,

25. Fuel Mix. An energy adjustment clause may have a single-base
of cost, where the cost per unit of purchased gas, fuel or purchased power !
the total cost divided by the units used. A multi-based clause has two or mcr!
bases, one for each source of energy. The current cost is calculated by divid
the current cost for each source by the volume of each source, and combining
those costs into an average cost per unit using some predetermined mix cf e
bases. Separate costs per unit for oil, gas, coal and purchased power illustr:
a multi-based electric clause; separate costs per uxnit for demand and comInoc
charges or several different supply sources illustrates a multi-based purchas
gas adjustment clause.

The weighted average cost per unit of gas, fuel or purchased power c2
vary with changes in the mix of those elements as well 2s changes iz the price
per unit of those elements. The maulti-base clause is designed to screen ous
cost changes due to mix, passing on to the consumer only the cost changes <
to unit price. Tkus, the utility may over- or underrecover its costs, depend!
upon how the actual mix of gas, fuel or purchased power compares to the fixe
formula in the rulti-based clause.

Eowever, a single-based clause reflects both changes ia unit prices &
cost changes due to mix in the automartic adjustment. No over- or underreco
results from changes in mix. ror these reasons, tae Cormmissicn nas deter-
mined that a single-base energy adjustment clause is preferable.
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26. Settlement Provision. As was noted earlier, an incentive type

of energy adjustment clause may result in over- or underrecovery of costs.
Application of a variable energy adjustment clause also may result in over-
or underrecovery of costs due to changes in sales volume or cost estimating
errors, Since cne cf the objectives of a variable adjustment clause is to pass
through actual costs for gas, fueland purchased power, the Commission
believes that a settlement provision should be included in the clause. Such
provision should provide for a periodic comparison of the dollar amount
actually recovered from the energy adjustment factor and the actual change

in the costs of gas, fuel or purchased power for that same period. Any
diiference between the amount that should have heen recovered and the amount
that was actually recovered will be reflected in the adjustment factor for sub-

sequent periods.

V. DIFFERENT CLAUSES
FOR DIFFERENT TYPES OF UTILITIES

27. In addition to the obvious distinction between gas utilities and

electric atilities, the record in this docket discloses substazntial differences
)

in operating characteristics among the various electric utilities subject o the
Commission's jurisdiction. ZFor these reasons, the Commission has concluded
that there should be three distinct types of energy adjustment clauses for
electric utilities and a single energy adjustrme=nt clause applicable to gas w=tilizi
We alsc have concluded that municipally-owned or operated utilities should te
exempt {rom the required usage of the standard energy adjustment clauses ore
scribed by this Order, but that the energy adjustment clauses arilized by suca
municipal utilities should be subject o the scrutiny of this Commissicn 2ad
that certain reporting requirements should be imposed on such atilities. tis
matter will be discussed in more detail subseguently in this Order,

28. Orme of the distinctions between the various types of electric ucilicic
which should be given recognition by an energy adjustinent clause is the amoun

of power generated by such utilities. As noted earlier in the Crder, the
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investor-owned utilities subject to the Commission's jurisdiction generate a
substantial amount of the power sold to their customers, while orly a few
cooperatives generate substantial amounts of their cwn power. Thus, the
Commission has determined that a single clause should apply to all rate
schedules of investor-owned electric utilities and to all rate schedules of
those electric cooperatives electing to utilize such clause. The clause
approved by the Commission for these utilities is attached hereto as

Appendix A and incorporated herein by reference. It is essentially a variable-
type of clause which allows the pass-through of all increased or decreased fuel
cogts, together with the increased or decreased cost of purchased nower. The
calculation is to be made monthly, is based on each utility's forecast of the
current month's cost and kilowatt-hour sales and provides for a monthly
settlement for over- or underrecovery of costs due to errors in estimating,

As a protection against intentional overestimation of costs, there is
included in this clause an assessment provision which becomes operative
when overrecovery of costs through the clause exceeds five percent of actuzal
costs for any three consecutive months. It should be moted, however, that iI
the performance of the utilities operating under this clause so diccates, it
might be necessary for the Commission at some future zime to reduce
number of months for comparison of estimated and actuzl energy costs.

The clause in Appendix A is siagle-based and utilizes a variable 2ea:
rate, which allows the pass-through of increased or decreased fuel costs,
regardless of the therﬁ:a.l efficiency achieved curing the period or the mix of
the fuels burned. The line loss factor also is variable with the limit o Se
calculated on the most recent twelve-month period ended December
a protection against pass-through of unreasorable costs, limits are lixed Ior

heat rate and lire loss, and a range is prescribed Zor the mix of fuels. I

actual performance falls beyond the limits, the clause provides for calculz:iia
of the adjustment using the limit values rather than actual values. It saouid

he noted that different limits for doth fuel mix and zeat rate arz to be estab-

- 18 -
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lished for the summer period (May through September) and the winter
(October through April). -

29. The second clause for use by electric utilities, which is attached
hereto as Appendix B and incorporated herein by reference, is designed for
use by cooperatives which purchase substantially all of their power., It will
apply to all rate schedules of those utilities which elect toc adopt this clacse,
except those rate schedules for self-billing customers. Under this clause,
each month the utility will use the latest coat of purchased power to corpute
the energy cost adjustment. This clause includes the total cost of purchased
power, but excludes the fuel cost of generated power. Because the clause
utilizes a variable line loss factor, 2 line loss limit is prescribed in the
clause, with treatment similar to that in the first clause if the limit is
exceeded.

Because overrecovery and underrecovery is not expected to be large
from month to month, and recognizing that mary of the smaller utilities may
ot have adequate accounting resources available to accomplisi the montaly
settlement calculation, the Commissicn has included in this clause an anrnual
settlement calculation for the cocoperatives which choose to utilize this clacse.

30, Attached hereto as Appendix C and incorporated herein Sy Tefexr-
ence is the third clause applicable to electric utilities. This energy adiust-
ment clause has been designed for use only bty those elec:rié cooperatives
which utilize self-billing methods., ":‘or those utilities having Tare schedules
for both self-billing and regular custorers, this clause rmay be used for seli-
billing rate schedules and the energy adjustrment clause contaized in Appexzdix

or Appeadix 3 mé.y be used for regular rate schecdules.

The adjustment clause for utilities that serve customiers on se

!

billing rate schedules is essextially the same as tae clause contaized ia
Appendix B, for use by electric cooperatives that purchase substantially
of their power. The significant difference is that the acjustrnent ancder :his
clause is made only annually at such time as the self-billing schedules z2re

published. Alsc included is a provision that allows the urilities to recompute
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the adjustment more frequently than annually if conditions warrant such
action. '
.

31. Based on the evidence and testimony presented during the course
of these proceedings, the Commission also has determined that where an
electric utility provides service through two or more separate and distinct,
non-interconnected systems, such utility should be permitted to utilize a
different energy adjustment clause for each of such systerm.

32. With respect to gas utilities, the Cormission has determined
that a singlg purchased gas adjustment clause should be applicable to each
type of gas utility within the state. However, where any such gas utility
provides service in several separate and distinct service areas and purchases
gas separately for each such service area, such gas utility should be per-
mitted to adopt 2 separate clause for each such area, even though the clauses
so adopted will be identical in structure. Similarly, the Commission finds
that a separate purchased gas adjustment clause should be permitted for
different classes of customers of a particular utility, where such uctility nure-
-chases gas at a different cost for each such custorzer class.

The purchased gas adjustment clause to be urilized 5y gas utilities is
attached hereto as Appendix D and incorporated herein by yeference, This
clause has been designed with the cbjective of allowing cost recovery or retur:
to occur in the same period during which changes in prices paid iIor gas occcur,
This is accomplished by establishing on June 1 of each year an estimared total
cost for purchased gas for the ensuing twelve montis. However, a different
forecast year may be selected by each gas utility, subject to approvel of th
Commission, with the requirement that it must end in a pericd oi low zsage.

Under this clause, the estimaztes will be based on known changes iz ga:
rates, as specified in contracts in eifect on the estimating date, and estimates
changes in volumes of gas {rom each supplier. Tze estimated costs include
the cost of exchange gas (FPC Accounr 806) and the related cost of gas added
to or withdrawn from storage (FPC Accounts 808 aad 809), but increased
royalties are excluded. Royalties are not purchased gas, and for this reason
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the Commission has determined that they are not within the scope of a pur-
chased gas adjastment cla.use‘.. The recovery of increased royalties by a
gas utility will require a hearing before the Commission.

Once the total estimated cost of purchased gas for the forecast year
is determined, such cost is divided by the amount of gas estimated to be sold
during that same period to produce an estimated effective cost per Mci., Suck
calculation provides a forward-locking, weighted average cost of gas which
can be compared to the cost of gas during the base period to arrive at the net
purchased gas adjustment., During the ensuli_ng twelve-month period, the
adjustment may be recomputed if unforeseen cost changes result in a chazge
in the average cost of gas for the twelve-month periocd of one mill or more.

The purchased gas adjustment clause includes a variable line loss
factor, which will not exceed a limit to be calculated on the most recent
twelve-month period ended June 30 or the established limit value, whickever
is less. The clause also provides for a settlement calculation to be mmade
annually, by comparing costs recovered through the clause to actual costs
incurred. However, the Commission reserves the right to require az earlier
settlement if over-~ or underrecoveries are excessive. The sertlement amouns
would be returned to or recovered from customers by incorporating 2 settle-
ment factor, in cents per Mcf, into the PGA clause during the succeedizg
twelve-month period.

The purchased gas adjustment clause does not contain a provision Ior
the assessment of gas utilities due to estimating inaccuracies that resalt iz
excessive overrecoveries. However, the Commis sioﬁ will review an=zually
the net over- or underrecovery by each gas utility, and where overrecovery is

excessive, interest will be paid on the refund thereof.

Vi. IMPLEMENTATION, REPORTING
AND MONITCRING

33, During the periocd ending one year irom the effeciive cate of
Order, the present energy adjustmment clauses of any gas or electric utility maxin
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application to the Commission for an increase in such utility's basic rates
shall be suspended as of the end of thirty .days from the effective date of the
Commi.s:i.on‘s order determining such rate application. The present energy
adjustment clauses of all other gas and electric utilities shall be suspended at
the expiration of one year from the effective date of this Order.

After the suspensicn of the energy adjustment clause or clauses of
any gas or electric utility, as hereinbeifore providéd, such utility shall not
impose any energy adjustment clause other than the appropriate clause or
clauses prescribed by this Order, and the implementation of any suca clause
shall require the approval of the Commission, pursuant to a duly-filed aopli-
cation therefor. Such applications may be filed at any time subsequent o the
effective date of this Order, and if approved by the Commission, may be
implemented at any time.

Any gas or electric utility having in effect one or more enexrgy adjust-
ment clagses at the time of filing an application for approval to implement
any energy adjustment clause prescribed by this Order shall include in suck
application a proposed procedure for the recovery or cther disposition of
such utility's deferred fuel costs. Tge Commission has approved the Tecover:
of such unrecovered {uel costs ia prioz: oroceedings, but has nct prescribed a
standardized or exclusive procedure applicable to all utilities. Tze Cormmis-

sion will continue to make suchk determinations cz a case-dy-case basis after

H

conéidering all r?levant avidence as to the propriety of a particular procecurs
and the effect it will have on the utility and its customers.

As previously noted in Paragrapa 20 of this Crder, the Commission
has determined that all tariffs of a utility utilizing an emergy adjustmment
clause should carry the energy cost adjustment Zactor. Therefore, azy
application to implement an energy adjustment clause prescribed by :ais
Order shall be accompanied by such tariif revisions as may Je aecessarv.

34, As previously stated in Paragraph 27 of this Order, the Commis-
sion has concluded that muanicipally-owned or operated utilities soculd e
exempt from the required usage of the eaergy adjustment ciauses prescribed

by this Crder. However, the Commission also selieves that the utilization oI
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energy adjustment clauses by such municipal utilities, insofar as it affects
jurisdictional customers, should be subject to the Commission's scrutiay

and control. Therefore, the C§m.mis sion has determined that, upon the
expiration of one year from the effective date of this Order, no municipally-
owned or cperated utility shall have in eifect an energy adjustment clause
applicable to tariffs in effect in any area certificated by and subject to the
jurisdiction of this Commission, unless such clause shall have been 2pproved
by the Commission as satisfying the overriding objectives of this Order,

Each such municipal utility shall make application to the Commission for such
approval, accompaxzied by such supporﬁngdaata as may be necessary to deter-
mine whether such clause is in conformance with this Order.

35. Any utility that implements any of the energy adjustment clacses
prescribed by this Order shall submit monthly reports to the Commission for
review by its Staff. Such reports shall be submitted in the form and manner
prescribed by the Commission. Except for gcod cause shown to the Commissio
the report from an electric utility shall be received by the Commission on or
before the fifteenth calendar day of the month prior to the month for which suck
utility's energy adjustment is to be billed. The Commissicn retains the juris-
diction to suspend the ezergy clause adjustment oi any such uatility by zotiliyizg
such utility on or before the twenty-fifth calendar day of the month prior o
the month for which such adjustment i3 to be tilled.

The report from a gas utility shall be received by the Commission oo
or before the twenty-fifth day of the month prior to the montk for which sucz
utility's purchased gas adjustment is to be billed.

36, The Commission finds that it is necessary and appropriate for the
Commission and its Staff to develop and implement a monitoring 2zd auditizg
system to insure the proper implementation of the energy adjustment clauses
prescribed by this Order. If necessary, the Corumission will enter such
further order or arders in this docker as may be appropriate to achieve such
objective.
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As a part of the audit procedure the Commission finds it necessaxy
t'o audit the jurisdictional electric and natural gas utilities' respective fuel
purchased gas costs. Accordingly, each jurisdicticnal electric and matural
gas utility shall submit to this Commission, within fifteen (13) days after
execution, every fuel and gas purchase contract together with a statement of
other alterzatives for obtaining the necessary fuel and purchased gas and the
reasons for selecting the alternative embodied in the contract. Tkis pro-
vision shall apply to all new contracts and to all existing contracts which are
either renewed or renegotiated. Each electric and natural gas utility, within
fifteen (15) days following notification from the supplier, shall also provide to
the Commission a statement of the justification for every escalation invoked
under the terms of its existing contracfs.

The above-referred to contracts will be used only by the C;an"_rnission
and its Staff for investigative purposes and therefore will be deemed confident
or proprietary documents by this Comumission in order to maintain the intag>i
of the utilities' decision represented by said documents. The routine filing o
such fuel and gas purchase contracts shall anot constitute them to be public

documernts as defined by State Law except as may be otherwise ordered by

the Commission.

IT IS, THEREFORE, BY THE COMMISSION ORDERED: Thar, except
as hereinafter provided, there is hereby suspended the present energy adjust
ment clause or clauses of each gas or electric utility certificated by and subdj
to the jurisdiction of the Commission, whose application Zor an increase = it
»ates shall be determined by the Commission within the period of one year
f=om the effective date of this Order, with such suspension to be eifective
upon the expiration of thirty (30) days from the effective date of the Commis-~
sion's order determining said application, or at such other time as mmay Se
provided by the Comrmission; and that the present energy adjustment clauses
of all other gas and electric urtilities shall be suspended upon the expiration o
one vear irom the effective date of this Order.
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IT IS FURTHER CRDERED: Tbkat upon the suspension of the energy
adjustment clause or clauses of any such gas or electric utility, as herein-
before ordered, such utility shall not impose any energy adjustment clause
otber than the energy adjustment clause or clauses determined tc be appro-
priate for such utility by the Commission's findings in this Crder, and as
specifically set forth in Appendix A, B. C or D to this Crder; and that the
implementation of any such energy adjustmeant clause shall be in accordance

with the findings of the Commission herein.

IT IS FURTHER ORDERED: That-upon the expiration of one year
from the effective date of this Order, no municipally-owned or operated
utility shall have in effect an energy adjustmment clause applicable to tariil
in effact in any area certificated by and subject to the jurisdiction of the Com-
mission, unless such clause shall have been approved by the Commission in

accordance with the findings of the Commission nerein.

The Commission retains jurisdiction of the subject matter and the
parties for the purpose of entering such further order or orders as {rom timie

to time it may deem proper.

BY THE COMMISSION IT 1S SC CRDERZD.

Van Bebber, Chairman; Gray, Comw.; Loux, Com. (Coacurring)

Steven D. Carter, Secrerary

WRA:jb
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APPENDIX A

STATE CORPORATION COMMISSION CF KANSAS

ENERGY COST ADJUSTMENT CLAUSE
ELECTRIC UTILITIES

ECA -1
Rate Schedules Covered: All rate schedules cf investor-owned utilities

and the schedules of any cooperative or
municipality electing to adopt this clause.

Computation Formula

The rates for energy to which this adjustment is applicable shall be increased
or decreased by . 001¢ per kilowatt-hour (kwh) for each . 001¢ (or major
fraction thereof) increase or decrease in the aggregate cost of energy per
kwh as computed by the following formula:

(F+ P+ NI) - b = Adjustment
(.o1)s

Where:

F = Estimated dollar cost of nuclear fuel used! and fossil fuel
burned® during the current month3 to supply electric energy
_to customers.

. . 4 ;
P = Estimated total cost of purchased power™ during the current
month3 to supply electric emergy to customers.

NI = Estimated net dollar cost’ (positive or negative) of interchange
received less interchange sales during the current moanth.

S = Estimated kwh delivered to retail and wholesale customers
during the current month, which equals: (sum of the esti-
mated kwh generated, purchased, and net interchanged
during the month) times (1 minus the line loss percentage®).

b = Actual energy cost in £/xwh established during the base
period. > This actual energy cost will be calculated by
applying the formula F + P + NI , where the components are

(.01) S
defined as above, except that base period5 data will be used
rather than estimated data for the current month, 3

NOTES TO THE FORMULA:

1 Costs includable under nuclear fuel are those properly recorded as
auclear in FPC Account Number 518,

2 Costs includable under fossil fuel burned shall include only those costs
properly recorded as fossil fuel costs ia FPC Account Number 151,
except that fuel costs should be reduced by the amount of supplier
refunds normally credited to ¥PC Account Number 501. For natural
gas or other fuels for which no inventory is maintained, the costs
recorded in FPC Account Number 501 are includable as fossil fuel
burned. Costs of each type of fuel burned shall be computed by the_

following formula: )



Where:
B = Dollar cost of fuel stocks at the beginning of the current
period.
A = Estimated dollar cost of additions to fuel stocks during the
current period.
C = Actual units of fuel (tons, barrels, or MCT) in stock at the

beginning of the current period.

D = Estimated units of fuel to be added to stocks during the
current period.

E = Estimated units of fuel to be burned durirg the current
period. -

3 The current month is defined as the month during which the energy to be
billed under the adjustment will be delivered.

4 Costs includable under purchased power are those properly recorded as
purchased energy costs in FPC Account Number 555, and are exclusive
of capacity, demand or other fixed charges.

ue

The base period is defined as the period from which data were taken in
establishing the base rates to which the energy adjustment will be applied.

6 Line loss or unaccounted for losses percentage is the amount of total
kwh losses divided by the net kwh generated, purchased, and interchanged
during the most recent twelve-month pericd ended December 31. If this
calculated value is greater than the limit value {as defined in later para-
graphs), use of the limit value shall be required in the calculation.

7 Net dollar costs of interchange are energy costs, aad are exclusive ci
capacity, demand, or other fixed charges.

Computation Freguency

This computation must be made monthly.

Settlement Provision

The adjustment computed above will be increased or decreased dy the amouxt

(to the nearest .001¢/kwh) by which the total amount billed to customers under

the energy adjustment in the previous month was greater or less than the

actual increased or decreased cost of energy experienced during that month.

The actual increased cost of energy will be calculated using the formula

(E‘ + P+ N‘I)- b, where components are defined as above, except that actual
(.01) S

rather than estimated data will be used to compute the current period por:icn

of the formmula; and the fuel cost factor (F) will be ~educad by any supplier

refunds or Btu credit adjustments received,
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Billing Qther Than Monthly

For those customers billed less frequently than monthly, the adjustment
will be the average adjustment for the period for which these customers
are being billed. The average adjustment will be computed by weighing

the monthly adjustment amount {¢/kwh) by the relative volume of total sales
during the period under which that particular adjustment amount was in
effect.

Reporting Requirements

The company shall submit to the State Corporation Commission on or before
the fifteenth day of each month an energy adjustment report, in a format are-
scribed by the Comrmission, showing the calculations for the next month's
energy adjustment rate.

In the event that the operating statistics of'the company shall fall outside the
limits as ouatlined below, the company will make the calculation at the limi:
values. These limits are:

Sammar Perlod Winter Pariod
May - Septamber QOcsober - Aartil
Altarnatives ' Alternative=
Statigtic Limite Fuel Ratios Limiss Tuel Ratios
Thermal Efficiency
(heat rate)
Percantage of Maxigwme of Jta/lewh Maximom af 3ta/kwh
Bta fram: ’
Coal % to (3 % % to % )
otl % to % % % to % )
Cas % to ) * 7 to ) )
Nuclaar % to k) ) * o 7y ]
Line Lose Maximarm of % Maxizmm of k)

*Thess alternative fzel ratios must be 2sed in calcalatiag the fuel cast,
actual performances falls cutside the limit values.

Asgessment for Estimating Accuracvy

In the event that the estimated total energy cost per kxwh for anv three conse-
cutive months exceeds by more than 3% the actual cost per kwi Zor those same
months, the company skall submit an explaration. If the cormpany cannot 0w
that the estimate was realistic and the actual cost was the lowest overall cest
that could have been incurred, the Commission may, at its discretion, assess
the company, for the purpose of recovering administrative costs of bandling
the adjustment, in an amount not to exceed the difference berween the ammoun:
billed to customers under the estimared rate ard the actual increase in anerzy
costs for thase billing periods.



APPENDIX B
STATE CORPCRATION COMMISSION OF KANSAS

ENERGY COST ADJUSTMENT CLAUSE
ELECTRIC UTILITIES

ECA - 2

Rate Schedules Caovered: Rate schedules of all cooperatives and municipals
which purchase substantially all power ancé who
elect to adopt this clause, excepring rate schedules
for self-billing customers.

Commputation Formula

The rates for emergy to which this adjustment is applicable shall be increased
or decreased by . 001¢ per kilowatt-hour (kwh) for each .001¢ (or major fractic
thereof) increase or decrease in the aggregate cost of energy per kwih as com-
puted by the following formula:

(c-B)] B = Adjustment
S
Where:
C = The actual total purchased power cost in ¢/Xwh purchased Zor

the latest month for which data are available.

b = Actual purchased power cost in ¢é/kwh purchased establisked
during the base period. The base period is deflned as the pericd
from which data were taken in establisking the base rates o
which the energy adjustment will be applied.

P = Actual purchases in kwh for the most receat twelve-month serioc
ended December 31. '

S = Actual sales in kwh for the most recent twelve-month seriod
ended December 31.1

Frequency of Computation

The new adjustment amount should be computed no more frecuently tzaz once
each month.

Settlement Provision

Scbsequent to the effective date of this clause, the company stall maintaiz 2
continuing monthly comparison of the actual increased (decreased) cost of
purchased power as shown on the books and records of the cormpany anc :ze
increased (decreased) dollazr cost of purchased power rscovered Irom cus-
tomers.

1 If actual sales reflect a line loss factor greater than the limit value,
restatersient of sales based on the limit value shall be required.



. For each twelve-month billing period ending at the close of December, the
cumulative difference of the monthly comparisons for the twelve-month
billing period under consideration shall be added to the '"Actual Cost
Remainder'' described below to produce a cumulative balance. The "'Settle-
ment Factor'' shall ther be calculated by dividing the cumulative balance as
of that date by the total number of kwh deliveries during the twelve-month
period ending on that date. This amount shall be rounded to the nearest
.001¢4/kwh to determine the increase or decrease which should be made to the
energy cost adjustment. This "Settlement Factor’' shall remain in effect ’
until superseded by a subsequent ""Settlement Factor'' calculated according to
this provision.

The amounts collected or returned under this ""Settlement Factor’' for each
twelve-month period shall be compared with the cumulative balance, as
described above. Any resualting overage or underage, which shall be known
as the "Actual Cost Remairder, '* shall be applied to the next subsequent
twelve -month cumulative balance for the purpose of calculating the next sub-
sequent ''Settlement Factor."

Billing Other Than Maonthly

For those customers billed less frequently than monthly, the adjustment will
be the average adjustment for the period for which these customers are being
billed. The average adjustment will be computed by weighing the monthly
adjustment amount (£/kwh) by the relative volume of total sales during the
period under which that particular adjustment amount was in effect.

Reporting Requirements

The company shall submit to the State Corporation Commission on or beiore
the fifteenth day of each month an energy adjustment report, in a lormat nre-
scribed by theCommission, showing the calculations Ior the next month's
energy adjustment rate.

Line Loss Limitation

In the event that the line loss statistic for the most recent twelve-month
period ended December 31 shall exceed the limit of 7, the corapaay
will compute the energy adjustment based on the limit value ratber than the
actual operating statistic valuae.



APPENDIX C

STATE CORPORATION COMMISSION OF KANSAS

ENERGY COST ADJUSTMENT CLAUSE
ELECTRIC UTILITIES

ECA - 3

Rate Schedules Covered: Rate schedules of self-billing customers.

Computation Formula

The rates for energy to which this adjustment is applicable shall be increased
or decreased by . 001¢ per kilowatt-hour (kwh) for each . 001¢ (or major
fracticn thereof) increase or decrease in the aggregate cost of energy per
kwh as computed by the following formula:

(c -b)_sl = Adjustment

Where:

C = The actual total purchased power cost in é/kwf:. purchased ‘or
the latest month for which data are available.

b = Actual purchased power cost in ¢/kwh purchased established
during the base period. The base period is defined as the
period from which data were taken in establishing the base rates
to which the energy adjustment will be applied.

P = Actual purchases in kwh for the most recent twelve-mcnth period
ended December 31.

S = Actual sales in kwh for the most recent twelve-menth period
ended December 31.!

Freaquency of Computation

The new adjustment rmust be computed at least axnually Zor the twelve montls
ending in December, but may be computed in any month upon any change in <t
supplier rate at the option of the cocmpany.

Settlement Provision

Subsequent to the effective date of this clause, the company shall rmaintaiz a
continuing montkly comparison of the actual increased (decreased) cost of pur
chased power 2s shown on the bocks and records of the company and the
increased (decreased) dollar cost of purchased power recovered fTorn custam

1 If actual sales reflect a line loss factor greater than the limit value,
restatement of sales based on the limit value shall be required,



For each twelve-month billing period eading at the close of December, the
cumulative difference of the monthly comparisons for the twelve-month
billing period under consideration shall be added to the ''Actual Cost Re-
mainder' described below toc produce a cumulative balance. The "'Settlement
Factor'' shall then be calculated by dividing the cumulative balance as of that
date by the total number of kwh deliveries during the twelve-month period
ending on that date. This amount shall be rounded to the nearest .001¢/kwh t¢
determine the increase or decrease which should be made to the energy cost
adjustment. This ""Settlement Factor’' shall remain in effect until superseded
by a subsequent ""Settlement Factor’ calculated according to this provision.

The amounts collected or returned under this ''Settlement Factor'' for each
twelve-month pericd shall be compared with the camulative balance, as des-
cribed above. Any resulting overage or underage, which shall be known as
the ""Actual Cost Remaindex, ' shall be applied to the next subsequent twelve-
month cumulative balance for the purpose of calculating the next subsequent
"Settlement Factor, "

Billing Other Than Monthly

For those customers billed less {requently than monthly, the adjustment will
be the average adjustrment for the period for which these customers are being
billed. The average adjustment will be computed by weighing the monthly
adjustment amount (¢/kwh} by the relative volume of total sales during the
period under which that particular adjustment amount was in effect.

Reporting Requirements

The company shall submit to the State Corporation Commissicn oz or belore
the fifteenth day of each month an energy adjustment report, in a format
prescribed by the Commission, showing the calculaticns ior the next month's
energy adjustment rate,

Line Loss Limitation

In the event that the line loss statistic for the most recent twelve-moxnth
pericd ended December 31 shall exceed the limit of 7%, the commpany
will compute the energy adjustment based on the limir value rather thaz the
actual operating statistic value.



APPENDIX D
STATE CCRPORATION COMMISSION CF KANSAS

ENERGY COST ADJUSTMENT CLAUSE
GAS UTILITIES

FGA -1

Rate Schedules Covered: All rate schedules shall be subject toc a2 pur-
chased gas cost adjustment.

Computation Formula

The specified service rates are subject to adjustment for change in the
average cost of gas from all sources of supply purchased. On June 1l of each
year, the company will project the average cost of gas for the twelve months
ending June 30 of the following year. If at any time during this twelve-montha
period, the company experiences a change or changes in supplier rates or in
sources of supply, the cumulative effect of which change or changes is to
produce aa increase or decrease in the new projected effective rate for pur-
chased gas from all suppliers of at least 0. 1¢ per MCT, then an adjusted
average rate shall be determined. The annual cost of gas projection and axy
revised projections throughout the year will be computed dsing the following
formula: '

P+ E+ Sj -b = Adjustment
.oy V

Where:

P = The estimated totzl dollar cost of purchased gas to be sold cal-
culated by summing the products of the most recent unit cost of
purchased gas from each supplier and the estimated wait purcha:
from each supplier for the twelve-moanth period endizng Jurne 3G,
In the event that changes in the rates paid for purchased gas will
take place within the current twelve-month pericd eading Juzne 3f
as specified by contract provisions currently in eifect, the es:i-
mated average unit cost of purchased gas irom each supplier oz
the current twelve-month period ending June 30, may be used iz
the calculation in place of the most recent unit cost.

E = Estimated net cost {positive or negative) arising from exchange
gas transactions that are expected to occuxr during the twelve
month period ending June 30, (account 806), not izcluding storag
gas transactions.

S = Estimated cost of stored gas to be withdrawn Irom storage
{account 808) and sold.

V = The estimated sales volume in MCF for the twelve-moznta zeric’
ending June 30.*

b = Actual purchase gas cost in £/ MCT established during the dase
period. . -

% 1f the actual sales volume reflects a line loss factor greater than the limi:
value, restatement of sales volume, based on the limit value for line loss,
shall be recuired.



ti
Computafion Period

The computation period shall be the subsequent twelve-month period ending
June 30.

Computation Freauency

The computation shall be made annually on June 1, and each tirme a change or
changes occur in supplier rates or sources of supply, the cumulative effec:
of which change or changes is to produce an increase or decrease in the new
effective rate paid for purchased gas by at least 0. 1¢/ MCF,

Costs Included

The formula includes only costs which are properly included in FPC Accounrts
800, 801, 802, 803, 804 applicable to Kansas; 805, 806, 808, 809%; and speci-
fically excludes the cost of any penalties levied by suppliers for overrunning
allotmerts.

Settlement Provision

Subsequent to the effective date of this clause, the company shall maintain a
continuing monthly compariseneisheactual cost of gas as shown on the bocks
and records of the company, exclusivé of refunds, and the cost of gas for the
same month calculated by applying to the volumes sold during said month the
new estimated effective rate P+ E - S used to determine the purchased ga:
. . ant (.O01)V
cost adjustments Sngsu&nt to these purcbased gas cost adjustment provisions.
For each twelve-month billing period ended June 30th, the cumulative difier-
ences of the comparisons described ahove will be added to the ““Actual Cost
Remainder'" described below to produce a caumulative balance of overrecovere:
or underrecovered costs. An "Actual Cost Adjustment'’ (ACA) stail be compu
by dividing the cumulative balance of underrecovered or cverrecovered costs
by the volume of total sales during the twelve-month period ending cn that daze
This adjustment shall be rounded to the nearest .01¢MCE and applied to sales
billed on or after the first day of the month following the month in which the
adjustment has been approved by the Commission. The "Actual Cost Adjusc-
ments' shall remain in effect until superseded by subsecuen: "Actual Cost
Adjustments'' calculated according to this provisien.



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


