
THE STATE CORPORATION CObMISSION 
\ 

OF TEE STATE OF U A W A S  

Before Commissioners: G. T. V a n  Bebber, Chairman 
W i l l i a m  G. Gray 
R. C. Loux 

In the matter of a general investigation ) 
upon the C o ~ s s i o a ' sown a o t i o n  to 1 
establish general policies with regard ) Docket Yo. 106,850-tl 
to purchased natural  gas, fuelfor electric ) 
power generation, and purchased electric ) 
power. 1 -.-

O R D E R  


Now, on this 19th day of April ,  1977, the above-entitled 

matter comes on  for consider ation aad final deterninat ion ugon the 

Commission's owq motion. Having examined all of Its files aad records, 

and thereby being fully advised in all the p r e c i s e s ,  :be Commission fincis 

and concludes that: 

L INTRODUCTIOX 

1. On December 24, 1975, an order  was i s sued herein ?roviEizg 

that the State Corporation Corn-ission was ~ n d e r r ~ h g ,upon its owc, r - c t t s r ,  

a general investigation f o r  the p r p o s  e oi: (a)Sstablishing a general ?olicy 

regarding the recovery by gas utilities of r h e  Lacreasea c o s t s  oi aatural gas 

purchased by such utilities ; aad (b)  establishiag gezeral policies r e g a r l k g  

the recovery by electric cttilities of the increased c o s t s  or' fuel  For eleczzlc 

power generation and electric power y r c h a s  ed by such stilities. 

2, Said order a lso  ciirecred that a ?ubiic h e a r k g  5e held or, 3 ~ ~ 2 : : ;  

1976, at IC:00 a. cl. ;athe Commiss ion ' s  ' aeaz iq  room,  Tourrh ?Loor, S a = ?  

Office Suilding, Topeka, Kansas, fo r  the puqose of providizg each gzs  z c  

electric public utility certificated by acd subject to eke jurisdiction oi :he C c r  

mission the opportunity to be heard as  to :he aecessity oi such gezaerzi -i=vest 
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gation aad to show cause,  if any *here be, why such investigation should not 

be made or  why the cos t s  thereof should not be assessed against  said utilities. 

The Commission ordered further that its o r d e r  was to s e r v e  as notice of such 

hearing to  all such gas aad elect r ic  public utilities. 

3. Said public hearing was held before the Commis s ion at the t irce 

a d  place provided in the Commission 's  o r d e r  of December 21, 1975, a d  on 

January 28, 1976 ,  the Commission issued an o r d e r  reaffirming the necessity 

for conducting the genera l  investigation and assessing the  expenses a-ibu'abl 

to sa id  investigation a g a h s t  the gas and electric public utilities cer t i f icated by 

and subject to the jurisdiction of the ~ o m & s s i o n .  

4. Pursuaat to its o r d e r  of January 23, 1976, the  Co131cLssion ~ e t z h e  

Touche Ross  and C o m p q  a s  specia l  consultants to  a s s i s t  the Cornmission's 

Staff in conductLg the  investigation hereunder. Specifically. Touche 4 o s s  aac 

Company reviewed the p r e s ent status of auto-tic energy adjustment cfaus es 

within the  state,  developed a d  proposed enersy adjustment clauses  ?or the 

var ious  types of e lect r ic  and gas  utilitf e s  and desigaed staadardized. r e p o r t : ~ g  

axad monitoring formats to be used by  the Commission aad its Staff iz adr=zix-

i s t e r i s g  and implementing the various ,claus es. 

5. Touche Ross and Co=gany c o ~ ~ i l e dand s t l b e t t e d  :a zne Coxrmis-

s ion a pre l iminary  repor t ,  entitled " P r e l i r i ~ z yRepo-t on the 3ev iew oL 

Automatic Znergy Adjustment Glaus es With the State,' ' which apalyzed 

energy adjustment clauses  presently beirp used by rhe vazious utilities *tt=.ir: 

the s ta te  and which also proposed c e r + ~ i nuniiorm ezer,g a d j u s t m e t  clauses 

to b e  used by various c lasses  of utilities. On 39dy 15, 1976, this zeport  was 

mailed to  aU in teres ted parties in this docket, a c c a = p a i e d  by a Let te r  i z o x  

Fred 3. Adam, the C o ~ x n i s s i o n : ~Dizector of Vtilities, ercourag;=lg all s c c h  

p a r t i e s  to submit  com-rzeuts to the C o m h s s i o n  on the ? r e l i r & a r y  :e?orz. 

In addition zo s o l i c i t i ~ gthese c o ~ ~ ~ - e r ; z s ,Touche Xoss  and C o m p a y  tesred 21 

- .  ,

applicability and ~ract ica l i tyoi :Ce va-ious clauses  c o r t a k e d  in r t e  ?:eirzl=: 

repor t  with several util i t ies of vary;ag ?es and sizes.  

6. Sased on its analysis oi the c o r n e a t s  received i r o m  iltererjtPci 
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par t i e s  h e r e b  concerning the  S p e c i q  Staff's preliminary repor t ,  together 

with the resulta of testing the  app l i cab i l i e  a d  p r a c t i c a l i t y  of the  var ious  

energy adjustnicat clauses  praposed in the p re l iminary  report, Touche Rosa 

sad Company revised said preliminary report and, on August 27, 1976, sub-

mitted to the Commission its firral report h t reuader ,  a t i t l e d  "3epor t  on ;be 

Review of Automatic Energy Adjustment Clauses  With ip  the  State. " 

7. On August 27, 1976, t he  Commiss i a n  is sued i t s  o rde r  that  a ptlblic 

hearing would be held on October 4, 1976, and c o n t h u h g  to  and including 

October 8, 1976, if necessa ry ,  for the  purpose  of receiving testimony a d  

exhibits by  all parties in this docket rekfinS to the Staff's findings and zecom-

nendat iops  result;ag from its investigation herein. The Cornmission a l so  

o rde red  that  i t s  o r d e r  was  to serve a s  notice of sa id  hear ing to al l  gas acd 

electric public util i t ies certificated by and subject  to the jurisdiction of :he 

Commiss ion. 

8. fn accordance with the notice provided in the Cam;missioals o r d e r  

of August 27, 1976, a public hearing was held at t ke  t k e  aad place prescrljed 

in said  order .  A t  th is  hearing, Staff  presented t h r e e  witaes ses, to-wit: 

Frank R. Budetti, J. E m e r s o n  Hartzler  and Michael 7. La2orta, all re?ze -

sentatives of Special Staff consultants, Toucbe Boss  a d  Comipasy. r3acc i~ io r !  

Harold W. Sttenbergen testified on beh& of The Gas S e r v i c e  Conpany, a d  

William E. Brown testified on behdlf of The Kansas Pcwer a d  Light C o r z ~ y  

9. During the cou=se or" the  proceedings in t h i s  ciocler, the r'ollc;wi=g 

appearances w e r e  made: 

Thomas E. Gleason, Ottawa, Karrsas, and James 
C. Mordy, Xansas City,  Missouri, appeased fo r  
C e n t r a l  Kansas Power Corngay .  

Jack Bender, Wichita, Xansas, a p ~ e a r e dt'or The 
Boeing Company, W i c b t a  Division, Tztervenor. 

James L. Gr imes ,  Jr. , Topeka, Kansas, appeared 
f o r  the Kansas Power aad Light Company, Peop ie : s 
Natural Gas Divis ion o i  Yo r t h e n  Xatural  Gas 
C o r n p a y  and S o u t h w e s t e m  Publ ic  Sent ice  Corrqaay. 

Laird  P. aowman, Kansas City,  .Missouri, and 
Richard C. Byrd, Ottawa. Kansas, a p ~ e a r e di o r  
The Gas Serv ice  Cornpay .  



R i c b d  C. Byrd, Ottawa, Kansas, appeazed 
far K-as-Nebraska Natural Gas Company, 
SEICCO Gas Company, Central Telephone and 
Utilities Corporation, Empire District Electric 
Corrrpany aad Gretley Gas Company. 

Everett Fettis, W ictrita, Kansas, appeared for 
Arkansas- L o u i s i a a  Gas C ornpany. 

Bob W. Storey, Topeka, Kaasas, and William 
W. Reedtr, Independence, Kanaas, appeared 
for Union Gas System, 'mc. 

mi lo Uruuh, Wichita, Kansas, a p ~ e a r e df o r  
Vulcan materials Company, Intervenor. 

Jack Glavcs, , Wichita, Kansas, a ~ p e a z e dfor 
Sunflower Electric Cooperative, hc. , Kansas 
Municipal Utilities, Inc. , arrd the following Kansas 
cities: Anthony, Attica, Burlingame, Chamate, 
Clay Center, Coffeyville, Ashland, Herrington, 
Holton, McPherson, Protection, Sabetha, 
Wellington, Lamed, Pratt, Russell, Sterling aad 
Winfield. 

Gordon Lowry, Valley F U s ,  Kansas, and Phil 
Kassebaum, Wichita, Kansas, appeared for  Kaasas 
Electric Cooperatives, k c .  

PhilK a s s  ebaum, Wichita, Xansas, aopeared f o r  
the followbg electric cooperatives: Alfalfa, Ark 
Valley, Brown-Atchison, Efutlez, Caney Valley, 
Ces t ra l  Kansas, C. LXS.,  Coiiey C ~ u n t y ,  C 8t W, 
Donipha, D. S. & 0., Flbt E l l l a ,  Great Plains, 
Jewell-rMitc he& Lane-Scott, Laaveaworth-
Jefferson, Lyon County, Y. C. K., Nemaha-
Marshall, Ninnescah, Northwest Xaasas, Norton-
Decatur, Pioneer, P. R. & W .  , Xadiant, Seagwick 
County, Sekan, SxxzokyKill ,  Smoky Valley,  S-er-
Cowley, Twin Valley, L'aited Zlectzic, V;.c:ory and 
Western.  

James M. Caplinger,  Topeka, Xaasas , apseax ed r'or 
Kaw VaUey Electric Cooperative, Inc. , and Centzai 
Kansas Electric Cooprat ive,  h c .  

AMichael Harzis,  Wichita, Xaasas, a 9  e a r  eci for 
Kansas Gas a d  Slectric Con=pa=iy. 

Robert W. Green, Cttawa, Xansas, Tom Sache, 
O t h m ,  Kansas, and David L. Smith, Kansas City, 
~Wssolz-i, appeared l o r  X a s a s  City ?owe: aad 
Light Company, 

Don Sc'rmacke, Topeka, Xansas, appeared ior  Ka3s as 
Lndependeat Oil and Gas As sociation. 

W. 3obert  Alderson, General Counsel, a d  Szrc 
Fleeker, Ed Brausa and 'Nalker Eiendr+;x, Assistant 
General Counsels, appeaxed f o r  the Cornmi.ssion's 
Staff and the ~ u b l i cgenerally. 



10. The Commission granted the petitions to intervene in this 

docket filed on behalf of The Boeing Company, Wichita Division, Wichita, 

Kaasas, axid Vulcaa Materials Compaay, Wichita, Kaasas.  Central Xansas 

Power Company d s o  filed a 2etition to intervene, but its petition was 

unnecessary, since this utility was made a ?arty to this docket by v;:rtue 

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

IL, EXISTING ENEaGP ADJUSTMEXT CLAUSES 

11. The investigation aad final report by Special Staff, Touche 30s s 
-... 

and Company, indicate that there are cur=ently seventy- seven different 

energy adjustment clauses being used by the ria us gas and electric public 

utilities certificated by and subject to the jurisdiction of the Conczissioa, 

The principal variances betweea these several  clauses depead to same l e g - e e  

an the type of utility utilizing such clause, i, e. , private electric ~ti l i t ies,  

cooperative electric udi t ies ,  municipal electric utilities and gas ciilities. 

12. Private  Electric Utilities. There a r e  seven private electric 

public utilities certificated by and subject to the juzlsdic~iona i  this Cor--1s-

sion, and al l  of these utilities have at least one ecezsy adjustznent clacse 

currently in effect. Severdl of these utilities have zulti?le clauses, s o  ",at 

there are total of seventeen clauses now ia e2fecr. A11 of tnese cfatls es a r e  

incorporated into the published tarif3 of the various ctilities, +nd =cnrily 

adjustments are com~ute t iand billed withocc any type of hearvkg o r  Cozzzis-
sion approval, although the C a f i d s s i o n ' s  Staf r '  reviews the ciata ~~~~~~ei 

to it monthly by the utilities. However, the  level of letail contaired ill :=is 

monthly reporting is limited, 

A l l  of the clauses utilized by the severr private electzic uti l i t ies c c c -

sider historic costs, zather thaa iorecasted costs,  13 c o x q u r i g  :he zdjccr-

ment, none has a s e t t l e m a t  ;=ovision and dl clauses speci2y a moothLy 

adjustment computation. Bowever, most orher factors v=y widely. T t u s  . 
the differences among these clauses a r e  considerable, axld zkere is 20 "t;?ica. 

claus e fo r  the5 e s even private electric atilities. 
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One notabf e d i f f e r ace  arr-ong these clauses concerns the date that 

the base fuel cas t  in the formula was set. In those cases where the basic 

tariff reflects fuel costs of a period 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 a r c  incorporated into the basic tariff, the fuel 

adjustment factor will be a minor portion of the total rate. ;Vhile these 

differences do not necessarily affect the customers'  t o l d  b i l l s ,  the Com-

rcission r e c o p i z e s  the fact that differences such a9 this may be difficult for 

consumers to  under3tand. 

13. Coonerativt Electric tftilities ,.- There are thifiy- seven coogerativl 

electric utilities certificated by and subject to the Conxlission's ju=-isdiction, 

having a total of forty-five differeat energy adjustment clauses. Most or' the3e 

clauses include the cost of purchased power, s h c e  only a few coope ra t i~es  

generate substantial amounts of their own power. For  those cooperatives thar 

do generate their own power, the variation among the different energy acijust-

men* clauses is similar to the variation expezienced by tbe private e l e c z i c  

utilities. However, far those cooperatives that purchase su~starrtiallyall af 

their power, the clauses a r e  generally the sar?le, since h e y  merely a t te r r9 t  t o  

pass through to their customers the actual k c r e a s  e ? e r  b h  ;kt r5e c o s t  oi zhe 

power purchased by these coogeratives. 

The Cornmission recognizes that the icqact or̂  uz energy adjustzest 

clause is different for two classes of customers oi coogerative electzic d l i t i e  

i. e., self-baing c u s t ~ m e r sand modified s e l f - b i l l i q  customers. A =adifke? 

self-billing customer reads his own meter a d  scbmits ?ayment ( a t  the 3 a s  e 

rate) to  the cooperative. The utility thes car-putes t h e  energy adjcstmellt 

factor and bills t he  customer for ~ a y ~ ~ - tox' the adjus t z a t  amomt wirh :he 

next month's billing. Thus, an additional zontkz's lag Is ;st=oduced, corqa::: 

with norrnal billing procedures where 50th :he base r a t e  and :he e c e t g y  adjast 

me l t  a r e  multiplied 5y the m a ~ t h l yusage and biilec! a s  one :oral 2,---0u3t i o r  ::? 

current  month. 

Lag is considerably h c r e a s ea with self-billiilg cus;omers, w h e r e  ax 



=ual schodule of rates,  including the latest energy adjustmeat factor, is 

mailed to the customer and, based on that schedule, twelve monthly payments 

are made to the utility. The twelve-month time span behveen mailings results 

in a considerable Tag bemeen cost changes and billing rate adjustmezts. 

14. Muaicirsal Electric: t'tilities. There are nineteen municipal electr 

utilities which have tariffs on file with the Commission, and the re  a r e  a t o t d  

of eleven energy adjustment clauses applicable to those t a r ies .  Only about 

one-half of the municipal electric utilities have automatic energy adj ustment 

clauses currcndy in effect. The comparison of these clauses results in data 

similar to the comparative data for  private electric utilities. A l l  of the 

municipal electric utility clauses use historic cos ts  for current period cost 

calctdatioas, they calculate the a d j u s a e n t  and bill monthly and they also use 

a single cost  base foraula. Also, none of them hcorpora te  a settlement ?ra-

vision. With thes e exceptions, the factors utilized by the municipal electzk 

utilities in their energy adjustment clauses vary widely. 

15, Gas Utilities, Of the thirty-five gas utilities in the state, only 

three have automatic adjustment clauses. One corxlpaay has two clauses; the  

other trpo each have a single clause, A s  disclosed by Appendix 11 to the fizal 
I 

report of Touche B o s s  and Company, ~ h e s eFou: clauses have widely cir'r'e:e=t 

characteristics. 

A l l  gas utilities certificated by and subject to the jurisdiction of t he  

Cornmiss ion, including those with au tora t ic  adjustaeat  clacs es, s u 5 r f :  aspl.: 

cations for rate  chmges to reilect c h ~ q g e sin t h e  cost  or' purchased gas. The: 

are then subjected to an informal o r  f a r a d  hear*kq p r o c e d u r e  by tke  C o r d -

mission. As a result, a l l  rate  adjust=e=t$ f o r  ?u=.chased gas cost change3 

=e red.ewed and approved o r  d i s  appzoved by the C o m r i s s ion. Zowevez, c k e  

level of detail provided in the3 e applicatiozs is oiten li-mited and no t  stasczr5 

ized, which =kes a eiiective analysis cr' t h e  applications dSicuit a d  :l:-i! 

consurnirrg. 

16.  Conclusion as to Z.uist;.nz CLauses. The Conunission agrees -x i~b 

Special S t a  :hat it is d i f f i c d t  :o :;ad l u s h  uniformity La the  clauses c u r = e X !  
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in u ~ e 
by the gas and eleceic public utilities within the  state. The uniforniky 

a d  level of detail of periodic reporting a r c  both insufficient f o r  effective 

review by the Commissioa o r  i t s  Staff. These facts  p resen t  a problem to 

which the Commission must address  its elf in this docket, 

EX. ALTERNATIVE: APFROACEES 

17. The evidence presented to the Commission h this 9roceeding 

indicates that  t h e r e  a r e  fom alternative apgroaches the Commission can tdce 

with respect to energy cost adjustments. The  f i r s t  alter=ative i s  for  the 
-.-

Commission to permi t  no automatic adjustment clauses,  but hold periociic 

hea-ings to adjust  r a tes  for  energy cos t  changes. This approach tzas bee3 

w e d  by s e v e r a l  s t a tes  which disallow energy cost pass-through by r e j e c r k g  

dl automatic clauses.  Usually, the substi tute procedure  is to hold periodic 

hearhgs to consider rate adjustcllents for energy cost charges. Although t Le  

Coznmiss ion's credibility with the  consumer  r a y  be  e-c ed t e r q o r = i l y  bp 

this strategy, w e  believe that the benefits of periodic hearings are illusory. 

Without standardized clause formulae and periodic reportln,a by the st i l i t ies,  

the review of each application is a difficrrlf time-consu=izg aad cos* 

process, and t h e r e  can be no a s s u r v l c e  that a d j u s t z e ~ t sare c o r q a r a b i e  

among companies. 

kr rejectipg this alternative, the Commission feels thst  it I s  iiqor"azrl 

to note that, unless periodic hearizlgs a r e  quite fzequezt (wnich would neces s l  

increased regulatory costs to the consumer) ,  s imf canr r e g u l a c o ~ ylag w c d a  

be intzoduced, aad the  cash r e q ~ i r e ~ e n t sof -.he utilities would 5e hczeased,  

We do not believe that the introduction or'b c r e a s e d  regulatory la3 s e r v e s  21=y 

useful p u q o s e ,  e i ther  to r  the utilities o r  t Le  sonsuzzers.  i f  the cos t s  of 

eaergy a r e  significant and kve legi t inate  costs  :hat viU 5e i n c o ~ o r a t e alzco 

the rate stzucture a t  a i o r r n d  hearing, then those costs  should 3 e  ?asset z z  

equitably to the consumers  Withom zndue  delay. Tkis will insure  char k e  

utility is allowed the opportrrnity t o  recover  i t s  costa and e a r 2  a ioir zercr= 
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on its investment. 

Further ,  it is our opinion that to disallow a.ll automatic adjustment 
. . 

clauses iza favor of periodic hearings constitutes a denial that a problem 

ur is ts ,  rather  than a valid attempt to deal with the realities of changing 

energy costs and their impact on the utilities a d  their coas~ners. 

la.  Another altern&ive a ~ i h b l et o  the Commis sion is to ? e r d t  less 

formal filiaga whenever the utility desires  to revise its rates due t o  changes 

in e~trgycosts, This approach is curzenfiy in use in Kansas  today with gas 

utilities. Since this proced=e usually results in a relatively rapid pass-

through of energy costa to the utilities' c y t o m e r s ,  i t  solves much of the 

problem of regulatory lag. However, it does not result *in standardized 

reporting o r  unifor=n adjustment of rates  to reflect cost changes, The Corn-

mission believes that w i t h u t  standardized reporting by all utilities, the task 

of analyzing each of these informal filings by the Carnmission and its St& 

is  made w e c e s s a r i l y  difficult. In addition, the curyent level of detail sub-

mitted by Kansas utilities for  such i n l o r d  proceediags is ksuificieat to 

verify calculations aad adjustment methodology. The abswce  of a standardize 

clause permits each utility to pass on its eaezgy costs in the rr,a=zzer of its 9-

choosing, which m a y  result iz substaatially different rate  adjustz-aests for  one 

utility's customers as compared with another utiliry's customers. 

Thus, we reject  this appraach a3 being a viable dte-matire, While w e  

believe that some proced=e for ; d o r m a t  review by the Cormiss ion  a d  its 

Staff of errergy cost adjustmats  on a selected o r  exception basis is a?propriz  

even with standardized clauses ar;d reporting requirements, we do zat beile7re 

that i a f o r a d  filings per se a r e  the solution to  the  energy cost p r o b l e m  

19. The third, basic alternative available t o  the Commissicn, as we 

see it, is to authorize the use of incentive type automatic adjustmest ?ro+-sic 

;nuutitities' tariffs, which are irzteaaed to =courage e5c i eac  o ~ e r a k o n siy -3 

utilities. The rationale in support of this dtemat:.ve is :hat some OF the kc=? 

oi  repdation is passed to the utility, s iace the clause ? r o e d e s  iacec:ives io r  

the utility to operate eificiently with regard to gas, . fuel  a d  a e r g y  costs. 

This is accomplished by des ignkg  che automatic ad jus tma t  clause with ce-z-2 
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fixed operating j ta t is t ics ,  such as line loss,  thermal efficiency and fuel 

-, at predetermined o r  s tandardized levels, and rhen factoring the changes 

ia gas, fuel and o ther  energy cos t s  by a clause formula which incorporates 

the standard efficiency paramete r s .  

While this approach admittedly has s o m e  apped to the Co-saion, 

we feel that there are trsro significant and interrelated problems witfr the use 

of incentive clauses: First, accura te  staadards fo r  operating s ta t is t ics  aze 

difficult t o  establish; aad 9 econd, standards may becorue obsolete with any 

significant chasge in s y s t e m  canfiguration. For example, as pointed out on 
-,-

page six of Special Staff's fiPal r e p o r t  ip this docket, the actual  s y s t e m  'nest 

rate for any electric utility is rautiaely calculated for periods s c c h  as a 

=nth or  a year.  However, dctermininb w&atthe heat rate should have bee2 

i s  a complex prob lem involving " w ~ d e h g "of operating conditions to deter?& 

such things as: 

(a) Which gexerating wits snould nave been utilized 
at differeat times? 

(b) Duriag what times could power have been econo- 
mically purchased, and what would the  cost of this Tower 
have be-? 

(c) What interchange r e c e i ~ t sand deliveries shocrld 
have taken place? 

Special Staff also points oct  that =other c r l t i c d  ? rob lem ~ 5 t ha 

incentive clause i s  what t o  do with the doUazs of over- o r  mder-recover:; 

which will  surely result f rom the  application of standard ~ a r a z l e t e r s .  I: t he  

utility underrecovers  i ts  costs through the clause, i t  m ~ ycave :o ii le io: 

general  r a t e  'hcrciues m o r e  frequently. in r i i s  case ,  :he i a c e ~ t i v eor17 aczm 

to  i n c r e a s e  regulatory lag. W e  have previously e q r e s s ed ou: d isappr~va?oi 

further enhancing this  ? r o b l e a  On the other  hand, if t h e  utility o p e r a t e s  

more e=ciextly and overzecovers  its costs ,  should it be allowed :a h e ?  -.Le 

additional fcnds? Allowiag re temian  would cerra ia iy  be ar i f i ce r ivs ,  esseci;: 

it the arcount of money iznolveved were subs;a;rtial. Eowever, :Ce iaizr.ess o i  

this approach to  the  consumers  can 5airly ie questioned. but  if t he  over-ecove 

7-ust  b e  retuzsed by the utility ro its custor-ers  t k o u g h  a s e t t l e m e t  ? r ~ r s i o i  
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in the dause, the d u e  of the incentive is questionable. As a result, without 

a settlumant ;m bcestioe clause may resul t  in more frequent rate hearings or 
. . 

unfavorable consumer reactioa. W i t h  a settlerneat provision included in the 

clause, an incentive chuse takes on the characteristics of a variable ciause. 

We do not favor either of' these two possibilities, and we are compelled to  

reject the incentive clause as a reasonable alternative for Gommission action, 

20. The final alternative, a s  we see it, and the one which we have 

accepted, is to designate variable automatic adjustment provisions wnic h 

permi t  the pass -through of actual costs  of gas,. fuel o r  purchased power. With  

this type of clause, if operating characteristics change, the resulting chaages-.-

in cos t  are iacluded ia the energy c o s t  adjustizent. It eliminates the need for 

the  difficult md costly task of setting staadaxds, and it i s  most effective in 

passing on a c t u d  cost chaages (decreases, as wel l  as i n c r e a s e s )  to rhe con-

sumer. 

W e  are cognizant that  one of the dangers of a variable clause is that 

even costs that =e avoidable will be passed on to the consumer. No matte: 

how ineffective the utility's purchasing or  aperating performance is, the c m -

sumer wi l l  be asked to bear the cost. While we believe that a variable c lause 

i s  by far the most des i r ab le  m e c b i s m  for pas s b g  through changes LD.the 

c o s t  of gas, fuel and purchased power, the Cor=Yaission also recognizes tnat 

it must r e s a m e  the right to suspend o r  adjust t he  clause ii the results o i  its 

application fa l l  outside the presczibed lizaits. W e  also believe that a variable 

clause, with specified limits f o r  key ogerating cuaracteristics such as lie 

loss, thermal efficiency and fuel mix, can ac romql i sh  the same objecdves as 

ap incentive c l a w  e, while avaidiag the p r o b i e m s  bherent  in this latter *e of 

clause, 

The evidence presented to  the Corzmission in this docket isdicates 5s: 

a variable clause -.vithl im i t s  for key ogeratiag statistics can be =osc er'iecziv~ 

when prepazation or' both detailed and s u m a r y  data zequized f o r  the adjasr-t 

computaticn is 2eriormed by the utility. This ?rocedure wi l l  mhir=lize t t e  

effort required by the Commission and irs Std so 2rocess ;he adjustrnelt  



application, Ln addition, the Commission '  s Staff should p e r f o r n  periodic 

desk and neld audits of the data submitted by the utility. This reporting 

system 3 hould provide data f r o m  which the  Sta f f  can quickly identify unusual 

situations aad ver i fy  the calculation procedures  in supporting docurnentation. 

We feel that the variable cLause should contain one additional charact-

erist ic.  In the event that  the  utility's oserat ipg s ta t is t ics  faU outside the 

established l imits ,  the  Commission should hare the  authority under such 

clause  to requ i re  the  energy cost adjustment  to be calculated using the linit 

d u e .  

Therefore,  the Commission s p e c S i a l l y  approves the use  of a variable 

= e r g  adjus-ent clause,  with specified l imits  for  key operating charac te r i s t i  

sucb  a s  Lhe loss ,  t h e r d  efficiency yld fuel mix. In so doing, the Com=issic 

feels that  it is important to enunciate our  determiaations as to the p u q o s e ,  

scope and value of energy adjustment clauses ,  izt g a e r a l .  

The primary purpose of q such c lause  is to pass  through to the con-

sumer an inc rease  o r  dec rease  in the cos t  of energy, while avoiding the c35t l .y  

and time-consuming p rocess  of a f o r m a l  hear ing t o  consider  a genera l  zevisior 

3o l  a l l  rates.  Further, s ince the cos t  of gas, fuel 01 pufchased enerzy a.Sects 

dl classes  of customers ,  dl tariffs should c a r z y  the a e r g y  COST; adjcstsl.,eztt 

factor. The eaergy cos t  adjustment fac to r  m u s t  be considered .ainte(grai 

par t  of the approved tariff. s o  that the ecergy cos t  a d j o s t z e n t  beco=es rn 

agplication of the tariff rate,  r a the r  thw. a c t a s s e  :in the rate. 

The energy cos t  adjustmeat =ust apply to  only var iable  costs w h o s e  

fluctuations a r e  largely  outside the  contzol of :he utility. The variable -s)?e 

of energy adjustrcent c lause  approved by :he Cocxziss ion h e r e b  is consisr2rt  

with these pr*hci?lcs and it is consistent with the overal l  r e g d a t o i y  obj eciivet 

of this Comclission and with the other  rr,eaPs available to rne Comxzzission 13 

achieve rhese abjectiveg. As l o t &  by Special S t a Z  in its repor ;  ;o c t e  C c z -

mission, if same significaat: cos t  f ac to r s  are esclnaed by the energy c s s ~  

a d j u s m e a t  ciause,  but are considered legitimate costs in a g e r e r a l  =are 

hearing, the ut i l i ty r a y  choose to  file mare frequent r a t e  appl.; c a t i o ~ s ,rathe: 
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than to absorb those costs denied Ln the clause, If those costa which a r e  

includable, according to the t e r w  of the clause, are accepted and automat- 

ically passed on to the consumer without challenge, the regulatory ?recess 

m a y  become ineffective. To avoid this undesirable result, the energy cos t  

adjustment clause must be  coupled with specific reporting requirements and 

effective monitoring procedures to insure that oaly legitinate energy costs 

are included in the adjustment. 

We are mindful that opponents of an energy cost adjustzent  clause 

typically argue that: 

-.+ 

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

(b) The clause m a y  'limit the utility's incentive to 
operate efficiently. 

(c) The clause may confuse the consu=er regarding 
how his charges a r e  computed. 

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

(e) The clause m y  bias the selection ot' fuel or  
power alternatives. 

( f )  The clause m a y  bias selection of which ?la2=ts 
to operate and what types  of z e w  l a m s  :o constract. 

The Comm;asion recognizes that ~ p i yor":he a jove  state=ents ra:: 

be valid, particularly if the energy adjustmenr. clause does aot zecogaize :Ee 

possibility of utility excesses, and does not speci5caily lizirt tie ?as s - tkx , ck  

of unreasonable costs. Eowever, ii: is our opiniorr t52t t h s e  disadvartages 

can be countered through the use of an a?pro.priately desi,gned varlaj le  e c e z a  

adjustment clause and with aopropriate z e ~ o r t i a g5y the irtiiities, coaplec 7SL:.3 

effective monitoring by the Cammis sion and Its StaE. Thus, if :hese saieglsz 

are included, the Commission believes that zn er.er,ay adjcstment c lause  %-ill 

have the following benefits: 

(a )  The clause will reduce r e g d a t o r y  la%and 
reduce t h e  utilirj 's  cash :equizer=leat i r o n  sact -ces 
other than tne ratepayer. 

(b) The clause vdl. reduce the  frequency oi 
formal rate  bearings, t h e r e b y  reducing r egu la to ry  
cost. 



(c) Since energy costs  arc largely  outside the 
control of the  utility they ultimately must be 
passed through to the consumer,  and an aanro-
priately designed clause, with p roper  3deguards, 
ig the most efficient method to a c c o ~ l i s hthis 
pas s-through. 

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

(e) The clause  will result  in  a bet ter  =atching 
of revenues and q e z l s e s ,  a well-establis hed 
ratemaking principle. 

( f )  The ability to pass  through inczeased cos ts  
reduces the  utility's risk, which ultimately m a y  
lower its capital costs  nnd 

--
inc rease  its capability 

to atfract capital. 

In summary, the Commission believes that  both the utilities and the 

consumers  benefit f r o m  a proper ly  desiped energy adjusri*ent c l a u  e, and 

we believe that  such clause will play an important p a r t  in t h e  overal l  regula- 

tory process  . 

IV. SPECIFIC C'EIEUCTERISTTCS 
OF ENERGY ADJ'L'STMEXT CLA USES 

21. A n  individual energy adjusknezr c lause  kas a n u - ~ h e ror' specil ic 

character is t ics  which determine i t s  impact, The ?r isc lgal  characc,cris;ics 

presented to the  Commission for its consideration dUiag the c o u r s e  or' rkese 

proceedings a r e  as follows : 

22. Thermal  Efficiency ( Electric u t i l i t ies  C d v ) .  T5ermal  eEicierc-,r,  

o r  heat rate, r e f e r s  to the heat (measured  ;aa r i t i s h  thermal u i t s  o r  3tu's) 

required to pro6uce a kilowatt hoC (kwh) oi" elecrricity. -4 clacse r r ~ ystsrt 


costs  in t e r n s  of Btufs and output  in lcwh's ,  asiag a fixed z^osr=lda ro  c3r;vert 

f3tuts to kwh's wnich is based on an historic o r  szanaazd zatio. ii a 'nisrorlc 

ratio is used, i t  r a y  reflect the actual e - ~ e r t e n c e  of a test 2er ioc i  (zele::et 

to as a single - ~ o i c t )o r  i t  may consider s o m e  charging a e r i o d  s x k t  as the k s z  

ttvelve months (movingaverage). 

A clause wnich accepts t ke  ac tza l  cos t  o i  Fuel anci c ie  actual kan C)C;=?G 

ra the r  than a.fixed Forzaula to convert  Qta's to kwh's, i s  ter=ed a -rariabie 

the rmal  eiCiciency clause. The irr?pact o i  the variable c lause  is to zti l ize -he 
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therzzlal efficiency actually experienced dur in3 the c o ~ p u t a t i o n  period. A 

var iable  clause eliminates any over -  o r  underrecovery of costs  by the utility 

due to changes in thermal effiiciency of i ts  generating system, 

F o r  the reasons stated earlier with respect  to the Cornmission's 

approval of a var iable  energy adjustment clause,  the Cowxnission fZadsthar a 

variable heat r a te  provision ia the  clause is preferable t o  a fixed heat =a:=. 'Nu 

find that it i s  appropriate to use a var iable  heat race, because the the,-- e2 l -

ciency o r  heat rate of a utility's generatkg s y s t e m  is variable. h variable hea 

r a t e  provision ia aa energy adjustment c l a w  e will ?errnit  the cos t  oi t h e  Btc's 

heat actually,  used in a given month to be gassed  on to the consumer. Eowever, 

we also believe that  an upper l imi t  should be established f o r  each stility t o  

iasure  that customers  do not pay fo r  unreasonably ine=cient heat  Yates. 

23. Line Loss. Line loss refers to the unaccounted fo r  energy los t  ia 

the trans rnis sion and distribution s y s t e m  Adjustment clauses which consider 

line loss as a var iable  factor compute the cos t  change p e r  uzit ( h h  For electzi  

utilities, Mcf for gas util i t ies) by dividing costs by volume of sales, ;kus 

incorporating the actual line loss  dur;ag the computation ? e r i g d  i s o  the adjasz-

ment, Fixed l ine loss clauses calcula te  tbe energy cost  c h u g e  ? e r  hvh O F  >LC 

measured at the point of input to the distribution system, aad add co :ha; c o s r  

a fixed percentage for Line loss. 

The impact of using a f i e d  v e r s u s  sfariabie l h e  loss is similzz 20 r=a t  

previously discussed for the rmal  exl5ciezcy. Ii t he  l i s e  loss is fixed la tke 

clause, the gas o r  electric utilicy will over- o r  uaderrecover  i ts  costs,  de?ez: 

ing upon the actual efficiency of the  distributtorz system. cor??azed with fke 

standard h e  Lass factor included in the clause.  ;Vlth a variable claas e, r k e  

actual line Loss =?erienced is r e f e c f e d  ia t h e  eaergy cost  zdjustze=r.  

The Commission feels that  a variable l h e  loss provision 13 az. eze rgp  

adjustment c lause  is r e f e r a b l e  to  a fixed l i e  loss  provision, ,-.owever, ss'e 

a lso  beiieve c h a t  an upper !i=it shouid b e  established io,- each ~-lrili:y so 5s: ; re  

t h a t  crrstorners do not pay Zor =reasonably hi@ line losses .  

24. Timing of Cusr  e n t  Data. Znergy cost  adjusr-meat ior=tzlae ca i -

culate a c u r e n t  cost  of gas, fuel o r  purchased power a d  c o c q a r e  k l s  cazze:  
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coat  with a base  cost. The base cos t  is that cost which is included in tbe basic 

tariff, The selection of a t i m e  period ta use  in c o q u t i n g  "current" data for  

the clause impacts the amount of lag between the  time coat changes are 

experienced by the utility and the t i m e  those chazges a r e  resected in custome: 

billings, For example, an his tor ic  c lause  which, in m a k i n g  a monthly adjust- 

ment, takes data from the previous six months, may resul t  in a lag oi three  

to five months. Oa the other hand, a forecast  c lause  is designed co reflect  t he  

costs  of the  period f o r  which cus tomers  a r e  to b e  billed, thus int:oducing 30 

lag between the cost change and cus tomer  billing. F o r  these  reasons ,  the 

Commission believes tbat a fo recas t  c lause  should be included in an energy 

adjustment clause.  -.-

25. F u e l  AM;~.An energy adjustment c lause  may have a s:q$e-base 

of cost ,  where  the cost  per  =it of purchased gas, fuel o r  purchased o w e :  Ls 

the to ta l  cos t  divided by the units used. A multi-based c lause  has two o r  =or! 

bases,  one fo r  each source of energy. The c u r r e a t  cos t  is calcodatedby divi6 

the  cur ren t  cos t  for each source  by the volume of each so=ce, and c o n b i ~ h g  

those costs  into an average  cost  per unit using som2 y e d e t e r z l i n e d  r5x cr' :he 

bases, Separate  costs  p e r  unit for  oil, gas, coal and purchased power illzstr; 

a multi-based e lec t r i c  clause; separa te  cosrs p e r  =it for  d e - m ~ da d  cor=-=-~c 

c h a r ~ e so r  several differerrt supply sources  i l lus tzar ts  a r zd t l -based  2crchas  

gas adjustment c k u a  e. 

The weighted average cos t  per unit of gas, f u e l  o =  puzc'bas ed sower  c 2  

~ a r ywith changes in the mix of those elerr?,ents a s  well as  ciazges I 2  .she ?rice 

per unit of those elements. The multi-base clause is desigaed ro sczeen o ~ r  

cost  changes due to mix, passiag on to the  c o n s m e r  oniy  the  cos t  changes <c 

to unit price. Thus, the utility nay  over- o r  underrecover irs cos ts ,  d q e z d i  

upon how the actual mix of gas, fnel o r  pu rchas  ed ?ewer coFqaros ro  r k e  fix? 

formula in the multi-based clause. 

Eowever, a single-based c l a u e  r&ects 50th chaages irr u-i: ?=.ices a: 

cost  changes due ;o mix :athe a m o r a z i c  adjustr;le?lr. Xo over- o r  c1leer-oc3. 

:e$&s f r o m  changes ;in mi,^. Tor these  reasons, the Cot-mission has ?ere=-

m h e d  that a single-baa e ener,T adjcst:.ezt c l aase  is preierable.  
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26. Settlement P-oviaion. As VAS noted eul ier ,  an incentive type 

of energy adjustment clause may resul t  in over- o r  underrecovery of coats. 

Application of a variable energy adjustment clause also may result in over- 

o r  underrecovery of costs due to c h a g e s  in s d e s  volume o r  cost e s t i a t i n g  

errors .  Since one of the objectives of a variable adjustment clause is to  ;3ass 

through actual casts for gas, fuel and purchased power, the Commission 

believes that a settlement provision should be  included in the clause. SccS 

provision should provide for  a periodic comparison of the dollar amount 

actually recovered from the energy adjustment factor and the actual change 

in the cogts of g a s ,  fuel or  purchased power for that same geriod. A n y  

diiference between the amount that should have been recovered and :be arnoc3:: 

that was actual ly recovered wil l  be reflected in the adjustrcent factor foz sub- 

scquent periods . 

V. DIFFERENT CLALSES 
FOR DIFFERENT T Y P E  O F  UTILITLES 

27. In addition to the obvious distinction betweea g a s  utilities and 

electric utilities, the record in this docket disclos es substazrial ciifferences 
I 

in aperating characteristics among the vartous electric utilities s&ject :o t i e  

Commission's jurisdiction. For  hese reasons, the ComcLssion has cooclu6ec 

that there should be three distinct types or' eaesgy adjustment clailses ior 

electric utilities and a single energy adjustnest  claus e apdicable  to gas .:tiiitl 

We also have concluded that municipally-owned or  operated utilities should.>e 

exempt £,-omthe required usage or' :he standard energy adjusrr=leat c lasses ?re 

scribed by this Order, but that the energy adjcsxnent clauses txillzed by suck 

mu ic ipa l  utilities should be scbject :O the scrutiny of this Cammission a d  

-, .
that certain repordsg requirerxents should be i.?lposed o c  s uch uriliries, A 21s 

matter will Se discussed in =ore detail subsequently iz t k i s  O=.=ier. 

28. One of the distinctions between tke various types o i  electzlc ccilitic 

which should be given recognition by a;l enezzy adjustaent  ciause I s  :he a-T-ou 

of power generated by such utilities. A s  noted earl ier  In the Order ,  the 
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iavestor-owned utilities subject to  the Commission's jurisdiction generate a 

substantial amount of the  power sold  to their customers ,  wkile only a few 

cooperatives generate  substantial  amounts of thei r  own power. ?has, the 

Comslission has determined that a s ingle  c lause  should appiy to  a l l  ra te  

schedules of investor-owaed e lec t r i c  utilities and t o  all rate schedules o i  

those e lect r ic  cooperatives electing to utilize such claus e. The c lause  

approved by the Commission for these  utilities is attacLed hereto  as 

Appendix A and incorporated he re in  by reference. I t  is essentially a variable-

type of clause  which allows the p a s s - t h r o q h  of all increased o r  decreased Iael 

costs,  together with the increased o r  decreased cost of pcrchased ?owe,-. The 

calculation i s  to  be  m d e  monthly, i s  based on each uti l i ty 's  f o r e c t s t  of tke  

cur ren t  month' 3 .cost  and kilowatt-hour sales and provides for a =onthly 

sett lement for over- o r  underrecovery of costs due to e r r o r s  in  estizzatizg. 

As a protection against intentional o v e r a s t i z ~ t i o n  of costs ,  there is 

included in this clause  an a s s e s s m e a t  provision which becomes operati-re 

when overrecovery of costs  through the clause  exceeds five ?ercent  or' acrzal 

costs for  any three copsecutive rnonths. It shoulci be aoted, however, t ka t  Is '  

the performance of the utilities operatlag f a d e r  th is  c l acse  s o  dictztes, is 

might be necessa ry  f o r  the Commission a t  some icttrr-e 5 rne  t3 r e l a c e  tke 

number of months for comparison of estiz;;zreci aad actual  e n e r p  costs .  

. . ,  IThe clause  in Appe,sdix -4 i s  siagie-based aad utilizes a varrsare 252: 

rate, which allows the pass-thzough of increased o r  rleczeased el costs, 

regardless  of the t f i e r x a l  efficieocy achieved <c,-kg t i e  pe r iod  o r  the - x c  sr' 

the iuels burned. The line loss  fac to r  d s o  Is variable with :he l i e :  ro 3e  

calculated on the  l o s t  recent  twelve-month ?er!od esded. D e c e s j e r  3 1. -4s 

a arotection against pass-tkough or' urtreasarable coszs, !i-~Ltsare  3 3 5  isr 

heat r a t e  and lice loss,  a d  a range :s ?r escribed i o r  the z-iu oi fads.  Ii 

.r.r&-- U.actual yjerformaoc e falls 3eyond :he !i;rrits, ;he claus e ?rovices  i o r  c G c ~ - ' - - --' 

oi  the adjustment using the l imi t  values ra ther  than actual  vd-es.  1: s h o c 2  

5e aoted that  d i i ierenr  l imi ts  fox 50th fuel  mix and. heat =ate a r a  to 3 e  es:ab-
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lished for the  sumxner period (&May through Septembes) aad the winter 

(October through April). 

29. The second clause fo r  use  by electric utilities, which ia attached 

" 
hereto  as Appendix B and incorporated herein by re ierence,  is desigaed f o ~  

use by cooperatives which purchase substantially all or" tkeiz power. i t  

apply to  aU rate schedules of those utilities which elecc to adopt this clacse, 

except those rate schedules fo r  self-billing customers .  t'ndelt this clause, 

each month the utility will use  the latest cost of purchased power to cozpu te  

the energy coat adjustment. This clause includes the zotal cost  of purchased 

pawer, but excludes the fuel cost  of senerated power. aecaus e the clause  

utilizes a var iable  line loss factor,  a l iae loss Lizzzit is ?resczibed in the 

c lause ,  with t r e a t n e n t  s imi la r  to that in the first clause  i f  e e  l imi t  is 

exceeded. 

Because ovezrecovery and underrecovery Is not e q e c t e d  to  b e  l a rge  

e a r n  month to month, and recognizing that rany o i  che s d e r  utiriries r r a f  

not have adequate accouzlt;ing resources  available co a c c o , q l i s  'n tke r-onti17 

settiement calculation, the C o m m i s  s ion has inclccied h this cLaus e an a m u a i  

se t t lement  calculation for  the cooperatives which choose zo ctllize this clacse. 

30. Attached hereto  as Appendix C and b c o r _ ~ o r a t c d  kezei3, 3y  z e i e r -  

a c e  i s  the third clause  applicable t o  e lectz i t  atilitles. X i s  energy acijcst- 

ment clause  has been designed r'or use  oniy by chose eleczric cooperatives 

which utilize self-billing methods, 'or thos e utilities 'r;av;kg yare schecdes  

fo r  both self-billing and regular  custor;-,ers, t h i s  ciause r a y  be used r"o: seE-  

billing r a t e  schedules and the enerzy aajcsrz-enr clr l rs  e c oncaked  ir, -4.p?eztk 

o r  Appeadix 3 r a y  be used f o r  zegular rate sche2des .  

. - 
The adjustment c lause  :or uzilities that s erve ccs:o=srs or, s e l r -  

billing rate schedules is e s s e ~ t i a t l y  t h e  sa=e as the c?acse contaizei  II 

Appendix 3, f o r  use  by e lect r ic  c?operarive r chat ju-ckase subsrancl&:i r'l 

oi thei: power. The signiilcaat diZereace is that the adjcstr=lent a k e r  ~ L r s  

clause  is a a d e  only annually at such  time a s  the self-billlzg sc 'neddes =-5 

publis he& A k o  included is a provision chat allows :he urllities :o recszGc i2  
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the adjustment more  freque~tlythaa annually if conditions warrant such 

- action. 

31. Based on the evidence and testimony presented during the course  

of these  proceedings, the Commission a lso  has  deter l r iaed that where an 

elect r ic  utility provides se rv ice  through two o r  more separate  aad distinct, 

non-interconnected systems, such utility should be permitted t o  utilize a 

different energy adjustment c lause  f o r  each of such s y s t e n  

32. With respec t  to gas utilities, the Cozruzhsion has determined 

that a single purchased gas adjustment clause  should be applicable to eacb  

type of gas utility within the state. Eoweuer, where any such gas atility 

provides se rv ice  in s e v e r a l  s e p a r s t e  and distinct se rv ice  arezs ar;d ?crckascs 

gas separate ly  for  each such s e r v i c e  area, such  gas utility should be e r -  

mitted to adopt a separa te  c lause  fo r  each such area ,  even though the c k u s e s  

so adopted will be iden t i cd  in s t ructure .  Similarly,  the Cornmission fincis 

that a separate purchased gas  adjustnzent clause should be permit ted fa= 

different c lasses  of custozners of a ?ar t icular  utility, wnere such cztilitjr ?c-

chases  gas  at a different cost  for each such ccstorzer  class.  

The purebased gas acijustaent clause t o  be utilized 3y gas zziIi:ies is 

a a c h e d  hereto  as Appendix D aad i n c o q o r a t e d  k e r e i a  by :eiere-?cc. This 

cbwe  has been designed with tke objective or' a l lowkg  c o s t  recovery  0;. re^;-: 

to  occur in the same period during which ckazzges in ?rites paid :or zas occu:. 

This is accomplished by establishing on June 1 3 F  eack year aa esri.-na:ea t a d  

cost  for  purchased gas  for the ensuing twelve rr,oc;hs. ,-,owever, a d i5erer r t  

forecast  y e a r  r a y  be selected by each ga5 iltlliry, subject to  a?pzovc l  af the 

Cornmission, with the rea_uiremezt t h a t  it n u s t  end  la a ?e r iod  o i  lorn -sage. 

Under this ciause, the es t i31~te . swill  be based on Laown c iaages  L r .  525 

ra tes ,  a s  specified in contracts ir! eifect o r  the estkaarhg 2zte, zzd Z C Z ~ Z ~ Z , O C  

changes In volucles or' gas f r o m  eack scgplier.  The estiratei c g s t s  lzclcsds 

the cost  o i  e x c h a g e  gas ( F 3 C  Accacnt  806) asa the r e l z t e d  cost: ol'g z s  ;icC&< 

to o r  withdrawn from storage (?PC -4cc3ur,ts 808 and, 809), Sut Lacreasec;, 

royalties a r e  excluded. 3oyalC,Fes are sot ?archas ed gas,  and for  ;his t e a s  o c  
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b e  Commission has determined that they a r e  not within the scope of a pur- 

chased gas adjustment clause. The recovery of increased royalties by a 

gas utility will require a hearing before the Cornmisston, 

Once the total estimated cos t  of purchased gas for the foreczst year 

is determined, such cost is divided by the amount of gas es t i ra ted  to be  sold 

during that saPle period to produce an estimated effective c o s t  p e r  Mcr'. Such 

calculation provides a forward-looking, weighted average cos t  of gas which 

caa  be  compared to the cost of gas during the base period to arrive ar the ze t  

purchased gas adjustment. During the ensuing twelve-month per iod ,  the 

adjustment may be recomputed ii unforeseen cost changes r a s u l t  in a change 

in the  average cost of gas f o r  the twelve-month period of one mill o r  =ore. 

The purchased gas adjrtstt lerrt clause includes a varia3le Lhe !ass 

factor, which will not exceed a limit to be calculated on the roost recent 

b e h e - m o n t h  period ended June 30 o r  the established limit value, whichever  

i s  less. The clause also provides for a settlement calculation to b e  z a d e  

annually, by comparing costs recovered through the clause to a c t c z l  cos ts  

incurred. However, the Commission reserves the right to require an eazliez 

settlement if over- o r  underrecoveries are excess ive. The s e d e ~ r , e ~ r :  2 ; ? _ 0 u z  

would be  returaed to o r  recovered fro= custom-ers by inco:?o.=.arir?g 2 s etrie- 

ment factor, in cents p e r  ~Mcf, into the PGA clause duriag :be succeedizg 

twelve- month period, 

The gas adjustmezt clacse 6oes aot contala a ?r~vislor Scr 

the assessment  of gas utilities due  t o  estimatah,o inaccuracies :bat result iz 

excessive overrec overies. Howeve=., the Cormis sion %-ill r e v i e w  arrczll:r 

the net over- o r  underrecovery by eacb gas atility, and w h e r e  over=ec3very is 

excessive, interest will be paid on the ze r 'ud  chezeof, 

33. During the pe r iod  e=r l lcg oce year :=om the ei;"ec:i-re dzre o l  t5is 

. . 
O r d e r ,  the present e n e r g  adjustrrreat clauses of m y  gas o r  e l e c t ~ i c  urilir/ =-zz:= 



application to the Commission f o r  an inc rease  izi such utility's basic ra tes  

shal l  be suspended as of the end of th i r ty  days from the effective date of the 

Commission's o rder  determining such ra te  application. The present  ener,gy 

adjustment c lauses  of all other gas and elect r ic  utilities shall be susperrded at 

the expiration of one year from the eiiective date  of this Order.  

After the  suspeosion of the energy adjustrxie~lt clause o r  clauses of 

any gas  o r  e l e c t ~ i c  utility, as hereinbeiore  provided, such utility shall aot 

ixxpase aay energy adjustment c lause  other  than the apgropriate clause o r  

chuses presc r ibed  by this Order ,  and the impleme=tatioa of any such clause 

shall requ i re  the  approval of the Co=iss_ion, pursuant to a duly-iiled a?pl i -  

cation therefor.  Such applications may be filed a t  any time subsequent :o the 

effective date of this Order, and i i  apyroved by the Commission, m y  be 

iwlemented at any time. 

Any gas o r  e lect r ic  utility havhg in e sec t  oae o r  more  energy adjcst- 

ment clauses at the t i n e  of filing an ap_olication for  approval to ic?,pleme~~ 

any energy adjustment clause presc r i5ed  by this Order  shail h c l c a e  in s c c i  

application a proposed procedure Ear the  recovery o r  other disposition of 

sucfi uti l i ty 's  deferred fuel costs.  The Coxrsnissioz has a ~ p r o v e d  r,ke recover: 

oi such m e c o v e r e d  ice1 costs ia p r i o r  ?roceedicss ,  ju t  bas slct ? r e s c r i ~ e a  a 

standardized o r  exclusive p r o c e d ~ - e  q p i i c a b l e  to sil arlllrles. T i e  Cocx=is- 

sion will continue: to make such determinations c s  a case-by-case  bas is  ar'zer 

considering all relevant evidence a s  ;o :he pr3pr ieqr  of a 2arzic-lar ?roce6l=s 

and the effect it will have on the atility and its cuszocers .  

A3 previously noted in P a r a g r a g h  20 or' t h i s  Crder ,  the C o r i i s s i o n  

has d e t e x r d e d  that  all tariffs 0s' a ut i l i ty utiliziag an e re rgy  ad jus rzea r  

clause should c a r r y  the energy cost adjrtstznezt frctor. Therezore, acy 

application to imqlement an eze rgy  a d j u s t x e z t  c lacse  ? resc r ibed  5y :his 

Order shall be accompanied by s c c b  ;artE re+.sions a s  rslay 5e necessa::r .  

34.  A s  previously stared 2azagrzph  27' oi t i is  Order ,  :he C O Z I ~ S  - 
sion has concltaaed ",hat =mic ipa l ly -omed  o r  operated ctllitles s hccid = e  

. .  . 
w e - q t  fzom t k e  required usage o i  the eaergy a a j c s m e s t  ciauses ?I.PSC=:J~S 

by this Order. However, the C ~ ~ i s s i o n  also kelieves chat 'he arilizakori ci 
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energy adjustment c lauses  by such municipal  uti l i t ies,  insofar  a s  it affects 

' jurisdictional  c u t o m e r r ,  should be subject  to the  C o m ~ . i s s i o n ' s  r c r m i n y  

m d  controi. Therefore ,  the  Commiss ion has determined that, q o n  :he 

expiration of one y e a r  from t h e  e i fec t i re  date  of this  Order ,  ao = m i c i ~ a U y -

owned o r  operated utility sha l l  have in et iect  a energy a d j u s t n e n t  clause 

applicable to  tariffs i n  effect  in any a r e a  cert if icated by and subject  to the 

jurisdiction of this Cammiasion,  usless such c l ause  shall have bee3  a?proved 

by the Commiss ion  as satisfying the overr id ing objectives o i  th is  Order .  

Each such  municipal utility 9 h d l  make application to the Commiss ion  l o r  s u c h  

-,.+ 

approval. accompanied by such supporting da ta  as nay b e  n e c e s s a r y  ro derpr -  

mine whether such clause  i s  i n  c o n f o r ~ c e  arith this Order .  

35. Any uti l i ty that implements  any of the energy a d j u s t n e r t  ciacses 

presc r ibed  by obis O r d e r  shall submit monthly r epor t s  to the  Commission far 

review by its S W .  Such reports sha l l  be submitted in the  for= and =a;=rer 

presczibed by t h e  Commission.  E x c e ~ tf o r  good cause  shown to the  Corr,isslo 

the r e p o r t  f r o m  an e lec t r i c  utility shall be received by the Commiss lan  on oz 

before the fifteenth calendar day of the month p r i o r  t o  the  moctn  Lor which szc= 

utility's energy adjus tmeat  is to be billed. The C o r m i s s i o n  r e t a i a s  ske jcris-
.. .

diction to  suspead  the  ener,v c l ause  a d j u s t n e a t  o i  any such utility 3y =?ot:r:rzg 

such  utitity on o r  before  the t w e z t y - E i h  calendar day oi the r=zocth 7 r i o r  t o  

the -nth for which such adjus tment  is to 3e  billed. 

The report f r o m  a gas utility shall b e  received by t h e  Car-zissioc cr, 

o r  before the twenty-fifth day of the  =oath p r i o r  to :he monck for  wblcb secb 

utility's purchased gag adjustment is to  be biiled. 

36, The C o m n i s a i o n  finds tha t  i t  is n e c e s s a r y  azd appropria:e Eor -"+.-e 

Comrslission axad i t s  S M f  to develop and i=pler-eat a m n i t o r i a g  zad audirizg 

s y s t e m  to insure the proper  impleznezzarion or' the  energy adjust-xeric clzt;r es 

p resc r ibed  by this Order .  if necessa ry ,  the C o n m i s s i o n  wS11 eater sack 

fu r the r  o r d e r  o r  o r d e r s  i=1 this docleer as a y  be appropriate $0 ach ieve  s ~ c h  

objecrlve. 
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As a part of the  audit procedure  the Commission finds it necessary 

to audit the jurisdictional electzic and natural  gas utilities' respective fuel 

?urct?Lasedgas costs. Accordingly, each jurisdictional electzic and natural  

gas utility shal l  submit to this Comzcission, witbin fifteen (13 )  days ai ter  

execution, every fuel and gas purchase contract together with a staterrent of 

other a l terzat ives  f o r  obtaiaing the necessary inel  and gurchased gas and  the 

reasons fo r  selecting t h e  alternative embodied in the contzact. This pro- 

vision shall apply to all rrew contracts and to aU existing contracts which aze 

either renewed or  renegotiated. Each e lect r ic  and natural  gas utility, v i t h h  
+.-

fifteen (15) days following notification from the supplier, shall also ?ro+,de 30 

the Cornmission a s ta tement  of the justiiication for every escalation invoke< 

under the t e r m s  of i t s  existicg contracts.  

The above-referzed to contyacts w i n  be used only by the  Corxnission 

aad its Staff for investigative puz?oses and therefore  wi l l  be deemed cont'idesr 

o r  propr ie tary  dacurrrents by this Commission izt o r d e r  t o  r r a h t a i n  the i ~ t t g r :  

of the util i t ies '  decision represented by said  doclments.  The zoutine f i l i zg  oi 

such fuel aad gas  purchase  c o n r x c t a  shall sot constitllre :kern to be c b l i c  

documeats as defined by State Law except a s  n a y  5e otherwts e ordered 3y 

the Commission. 

IT IS, THEREFORE, Z Y  =S COMhfISSION O R D S R ~ D :  T h r ,  exce?r 

as hereiaaf ter  provided, the re  is hereby suspended :he ?reg enr energy zdjcsz 

rnent c lause  o r  c lauses  of each gas or elecfzic utilicy certif icated by arrd sc3j l  

to the jurisdiction o i  the Commission. whose appl ica t ioz  for  z n  ; h c r e a s e  ;k I t  

r a t es  shall be d e t e r m b e d  by t h e  Commissicn within the ?eriod oi one yea: 

k o r n  the effective date  oi this Order ,  with such suspension to be eYective 

upon the w i r a t i a n  oi t h i r ty  (50)days f:om the eifec;ive dzte o i  the COP-T-3-

s ion 's  order derermiaixg said appiication, oz  a t  such other t i ~ eas - a y  5e  

?rovided 5y the Corn=-ission: and t i a r  r he  ?reseat  energy aajus-ezr clacses 

of a l l  orher gas a d  e l e c t ~ i cztilities s n a l l  be suspendea q o n  .he e q i r a t i o r :  3 

one year  izorn che er'fecrive date of :his Order .  
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IT IS FURTHER ORDERED: That upon the suspension of the energy 

adjustment clause o r  clauses of any suck gas o r  electric ~ t i l i t y ,  as herein-

before ordered, suck uti l i ty shal l  not impose any energy adjustrnent clause 

other hthe energy adjustment clause a r  clauses determined to be apgro-

priate for guch utility by the Commission's findings in this Crder,  and a3 

specitically set f o n h  in Appendix -4. 8. C o r  D to this Crder ;  and :hat ;he 

implementation oi a y  such energy adjustmeat clause shall be in accordazce 

with the findings of the Cornmission,herein. 

IT IS FURTHER ORDERED: T h a t w o n  che eq i ra t ion  of one yea,-

from the  effective date of this O r d e r ,  no muaicipally-owned o r  operated 

utility shall have in effect an  energy adjustrnent clause applicable to tart5 

in effect in any area ce r t i f i c a t ed  by and subject to the jurisdiction of t be  Cc=-

mission, unless such clause shall have been approved try the Comnissiac 5 

accordance with the findirrgs of the Coxnznissioa here&. 

. . 

The Commission retains jurisdiction oi the s u ~ j e c tn a t t e r  and che 

p a r t i e s  for  the p u q o s e  of enter;ing such fu r the r  o r d e r  o r  orders as :=.om zi=e 

to t i m e  it may deem proper. 

BY THE COMMISSION IT IS SO ORDERZD. 

Van Bebber, Chairman; Gray, C o n ; Loux, C o n  (Concu:=:,tlg) 

Steven D. Cazter, S e c r e t a r y  

yg'7 YAY 2 G?; 



STATE CORPORATION COMiMISSION CF KhNSAS 

ENERGY COST ADJUSTAMENTCLAUSE 
ELECTRIC UTILITIES 

ECA - 1 

Rate Schedules Covered: A l l  r a t e  schedules of investor-owned utiliries 
and the schedules of any cooperative o r  
municipality electing to  adopt this clause. 

C o m ~ u t a t i o nFormda 

The rates for energy to  which this adjustment i s  applicable shall be inczeased 
o r  decreased by .001k p e r  kilowatt-hour ('kwh} f a r  each ,001b ( o r  major  
fraction thereof) inc rease  o r  decrease  in the aggregate cos t  of energy per 
kwtr a s  computed by the  following formula: 

( F 
) - b = Adjustment 

Where: 

F = E s t i a t e d  dollar cos t  of nuc lea r  fuel usedL and foss i l  fuel 
burned2 during the c u r r e a t  month 3 to  supply elect r ic  energy 
to  customers.  

P = Estimated total  c o s t  of purchased p . a e r 4  d u i r g  the cuzrezt  
month3 to  supply e lect r ic  energy to  customers .  

M = Estimated net dollar cost7 (posit ive o r  negative) of i n r e r c h ~ g e  
received l ess  b t e r c h g e  s a l e s  dur;ag the c 0 c = m ta o a t h ,  

S = Estimated kwh delivered to retail and wholesale cus tomers  
during the cur ren t  month, which equals: ( s u m  of the e s t i -

mated kwh generated, p u x h a s e d ,  and let iaterchaaged , 
during the month) times ( 1  r=lislus the line loss  ?ercentageo).  

b = Actual energy cos t  in t / k d  established during t i e  base 
period. ' This  actual energy cost  will  be calculated by 
applying the  forznula F - P + XI , where the cot-pocents aze 

(. 01) s 
defined a s  above, except that base ?eriod3 data will 3e us ec 
ra the r  thaa  es t imated data  t o r  the  cur-erzt nonth.  3 

NOTES TO THE FORLMUU: 

1 Costs includable under nuclear  fuel a: e thos e p r o ~ e r l y  zecorded as 
rtuclear in F P C  Account Number 518. 

2 Costs includable uncies foss i l  iue l  Surnec shall include o d y  thuse cosrs 
properly recorded a s  foss i l  fuel costs  ;iF P C  Account Number 151, 
except that  fuel cos t s  should be reduced by the amount of suppl ier  
refunds normally credited to lcPC Account Number 501. Tor  rtatuzwal 

gas o r  o the r  fuels fur  which no inventory is maintained, the cos t s  
recorded in FPC Account Ncmber 501 are ;includable as foss i l  iue l  
bursred. Costs of each type of fuel burxed sha l l  be computed by the-
fallowing iorau la :  



Where: 

Dollar c o s t  of fuel stocks at the beginning of the currerrt 
period. 

Est imated dollar cost  of additions to fuel stocks d u i n g  the 
c u r rcnt period. 

Actual units of fuel (tons, Sazrels ,  o r  ,MCT)Ln stock zt the 
beginning of the cur ren t  period. 

Estimated units of fuel to be  added to  stocks during the 
c u r r e n t  period. 

Estimated units of fuel to  be burzled during the cur ren t  
period. .-.-

The c u r r e n t  month i s  defined as the rnoath during which the ener,oy to b e  
billed under the adjusrment will be delivered. 

Costs includable under purchased power a r e  those properly recorded as 
purchased ersergy costs  in F P C  Account Number 5 5 5 ,  and are exclusive 
of capacity, demnnd o r  other fixed charges.  

The  base  period i s  defined as t he  period f rom which data were taken !kt 

establishing the  base r a t e s  to which the energy adjustment will be  applied. 

Line 10s s o r  unaccounted for 10sses percrtntage is the amount or" total 
kwh losses  divided by the net k h  generated, purchased, and inrerckzzged 
during the  most recent  twelve-month period a d e d  D e c e n b e r  3 1. If this 

(as defized Later 2z;:a-calculated value is g rea te r  t k m  the E r i t  ~ l u e  
graphs) ,  u s e  of the l imi t  value s h d ?  be required -1the calcdation. 

Net dollar costs of iaterchange a r e  energy c o s t s ,  u d axe escius l v e  ci 
capacity, d c m a ~ d ,  o r  other  fixed charges .  

This computation mus t  be made monthly. 

S e e e r n a t  Provis ion 

The adjustment computed above will b e  inczeased o r  decreased by the a=-.orcr 
(to the n e a r e s t  .OOlC/kwh) b y  orhich the t o d  aEount  biEed to ccsto=ers urde :  
the energy adjustment in the  previous r.onth mas gzeater o r  less than the 
actual increased o r  dec reased  cost oi  enersy  experienced d u r i l g  rbat rr .0~~5. 
The actual increased cos t  o i  energy w i l l  b e  c d c d a t e l  using rhe f o r m d a  

f E' F i NI - b, where corrqonezts a=e d e h e d  as zbove, e x c e p t  that o c x a i  
L ( - 0 1 )  S 
rather than estimated data will b e  used to c o r q c t e  tne carrent period r ~ o z z l c r  
of the formula; and the  fuel cost  factor (F)will  be =edac& by zny sccplier 
reiunds o r  Stu credi t  adjusmerits received. 



Billing Other Than ~MontUy 

For thos t  customers billed less frequently than monthly, the adjustmat 
wiU 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 (k/kwh)by the relative volume of total  sa les  
during the period under d i c h  that particulaz adjustment amount was in 
e f fec t  

The compapy shall submit to the  State Corporation Commissiolr on o r  beiore 
the fifteenth day of each month an a c r g y  adjustment report, ia a format ?re-
scribed by the Commission, snowkg the calcuLationa for the next clonth's 
energy adjustment rate. 

In the e v u t  that the operating statistics of-tbe company shal l  :all outside t5e  
Limits as outlined below, the comgaay will make the calculation at che 'lizi: 
values. These limits ar e: 

S-r Psrtod 

M8r - September 

Asses smed far Estimating Accuzacv 

Ln the event that the estimated total snezzy c s s t  ? e r  kwh f o r  any t kee  corzs e-
cutive months exceeds by =ore than 5 %  the a c t a a l  cost per :kwh i o r  t kos e s z , ~ , e  
months, the compaay shall submit aa e.@azation. rf the co=gany c u s a t  550-.v 

that the  estimate was real is t ic  a d  the actaal cost  was the lowesr  oveza l l  c c s t  

that could have been incurred, the Commission r ~ y ,at its discretion, z s s e s s  
the company, for the purpose ot'recoveriag administrative c o s t s  a i  ki?d112,7 
the adjustment, in an amount sot to  exceed the dEe rence  j e t w e e n  :he 
billed to customers  under the esti.nated :ate a d  the ac tua l  h c z e a s e  iz &-P:::: 

costs :or those billing ~ e r i o d s .  



APPENDIX B 

STATE CORPORATION COUIWSSION OF KANSAS 

ENERGY COST ADnSTMZNT CLAUSZ 
ELECTRIC L'TILiTIES 

ECA - 2 

Rate Schedules Covered: Rate  schedules of all  coope-atives a d  ;=1~3ici?ais 
which purchase substantially al l  ?owe= aad who 
elect t o  adopt th is  c lause ,  excepting r a t e  schedules 
fo r  self-bil l ing customers. 

The rates for ener,v to  which this adjustmeat is applicable shall be h c r e a s e d  
o r  decreased by .001C per kilowatt-hour (kwh) for each .O O l i  ( ~ r=jar fzactic 
thereon i n c r e a s e  o r  d e c r e a s e  in the agktegate c o s t  of energy ?er k v n  as c o z -
put& by the following fo rnula: 

(C - b) P = Adjustment 
S 

Where: 

C = T h e  actual total purchased power cos t  ir! t/lw'a?crcbsed iol-
t h e  latest month f o r  which data  a r e  available, 

Actual purchased power  cost in c/Iwnpurchased esta5liskec 
during the  base period.  The jase period is l e f i a e d  as :he ?e:ic< 
from which da ta  were  taken h establis'ci=g the 'azse zz tes  :o 
which the energy adjustment wi11 be a p ~ l i e c .  

Actual purchases  in kwh :or :he =ost recczt ts~elve-~-=lozr;h? e r i o c  
ended December  3 1. 

Actual s a l e s  in kwh fo r  the zest recezt twelve-=oxl:k 2 e r l o c  
ended Decercber 31, ' 

The new adjustmezit a s ~ z o u ~ t  should 'ae corzputed 20 rr,o-e frequenzly ckzz= o r c a  
each month. 

Settlement ? r o v i s  ion 

S~bsequentt o  t h e  ececdve date oi this c l a u e ,  the colllpasy shdl z ~ b r a i -?. 

continuing rnontUy ccomparison of the actual  inczeased (decreased)c o s t  o i  
purchased power an s h o w  on the books and r e c ~ r c soi the cor-?,a;ly a t  :=e 
i ac reased  (deczeased) doliaz c o s t  oi ?urchasea ?owe:: r ~ c o v e r e ck c =  c-s-
tomers, 

If actual. s a l e s  reilect a line loss  factor g r e a r e r  than rfie li=r,it;.alee, 
restataceat of sales  based on the lizxit v d u e  sha l l  be z e q u i z e i  

X 



- For each twelve-month billing period ending a t  the close of December, the 
crrarlrlativo differente of the monthly comparisons far the twelve- month 

- billing period uader consideration s h a l l  be added to the ' 'Actual  Cost 
Remainder" described below to produce a cumulative balance. The "Settle-
ment Factorr '  shall thea be calculated by dividing the cumulative balance  as 
of that date by the total number of '& deliveries during the twelve-month 
period ending on that date. This amount shall be rounded to the =tearest 
.001Clkwh to determine the increase or  decrease whicb should be made to t k e  
taergy cost adjustment. This "Settlement Factor" shal l  remain ia effect 
tmtil superseded by a subsequent "Settlement Factor" calculated accordirrg to 
this provision. 

The a m o u t s  collected or returned under this "Set t lemat  Factor:' for  each 
twelve-month period shall be compared with the cumdative balance, as 
described above. Any resulting overage o r  uaderage, which shall be hewn 
as  the "Actual Cost R e d d e r ,  " sh& b e  applied to the next subsequent  
twelve -month cumulative balance  for  the g w o se of calculating the next sub-
sequent "SettSement Factor. " 

Billing Other Than Monthly 

For those customers billed less frequently than rconthly, t h e  adjustclent wilt 
be the average adjustment:for  the period for  wnich these customers a r e  b e b g  
billed. The average adjustment will be computed by weighing the montkdy 
adjustment amount ft/'&f by the relative volunze of total. s a l e s  during the 
period under which that particular adjustznat  amount was in effect. 

Repo rtinq Reauirenents 

The company shall submit to the State Corp ra t ion  Comzzissioo on o r  beiore 
the fifteenth day of each month an energy adjust=ellt yeport, ia a fo r r ra t  z e -
scribed by theCommission, showing the calculations fo;r +he 2 e x ,  :?onthts 
energy adjustment rate. 

Line Loss Limitation 

In the event that  the line loss statistic ior :he slost  r e c m t  rwelve-r=lo=ltk 
period ended December 31 shall exceed the lipit o i  70,the com?a;ly 
w i l l  compute the energy adjustmeat base6 on the li:?lit value ,-atbet t i- t k e  
actual operating statistic value. 



APPENDIX C 

STATE CORPORATION COPiXlWSSION OF KANSAS 

ENEXGY COST ADJUSTMENT CLAL'SE 
ELECTRIC GTLLITIES 

ECA - 3 

Rate Schedules Covered: I iate schedules  of s elf-billing c s s t o m e r s  . 

The rates f o r  energy to which this adjustaent is applicable shall be  inc t e a s e d  
or decreased  by . O O  1k p e r  kilowatt-hour (-&vh) For each . O O  1C (or major 
fraction thereof)  i n c r e a s e  o r  d e c r e a s e  in the aggregate  c o s t  of energy ? e r  
kwh as coarputed by the following formula: 

Where: 

C = The a c t d  to ta l  purckased power cost  is k/kwh ?=chased for  
t h e  latest month for which data a r e  available. 

Actual purchased power  cos t  in k / h h  purchased establisheci 
during the base  period,  The base period is deiined as the 
period fromwhich data  were taken in establishkg the b a s e  razes 
to which the energy adjus tment  will be applied. 

Actual purchases in kwh Eor tke zest receslt ~ e l v e - = c c h?e r ioc  
ended December 31. 

Actudl s a l e s  in kwh fo r  the most recent ttvelve-rncat5 ?eriod 
en&d December  31. 

The new adjustment m u s t  b e  comguted at Least ama.Gy for  the melve mozir=s 
ending in December ,  but may be  computed io. m y  ~ o n t t rq o a a y  c k a g e  ir?. rk. 
suppl ier  rate at the aption of the corcpany. 

Sett lement Provision 

Subsequent to the  effective date  of this clause, the company s'na?: r a k r a ; ~3 

continuing monthly c o x p a r i s o n  of the  actual hcreased (ciecseased) c o s r  o i  ;ur 
chaaed power as shovm on the books and zecords  of the c o c q s n y  srd -.he 
h c r e a s e d  (decreased) dol lar  cos t  or' ?urchas ed power recovered !=.on c ~ s c o r r , :  

1 if actual  s a l e s  r e r l ec t  a line l a s s  f ac to r  g r e a t e r  than zhe lir.it -7a1ze, 

restatement of s a l e s  based on the l imi t  value shall  5 e  required. 



. .  -
For each twelve-month billing period ending at the close of December, the 
cumulative difference of the monthly comparisons for the twelve- m a t h  
billing period under consideration shall be added to the "Actual Cost Xe-
maindcr" described below to produce a cumulative balapce. The "Settlement 
Factor" shall then be calculated by dividiag the cumulative balance as of that 
date by the total number of kwh deliveries d u i n g  the twelve-month period 
endbg on that date, This amount shall be rounded to the nearest  . 0 0 1 t  /'kwh t c  
determine the increase or decrease which should be  a d e  to the energy cost 
adjustment, This "Settlement Factor" shall remain i;l effecc until superseded 
by a subsequent "Settlement Factori '  calculated accordkg to this 2ravisioo. 

The amounts collected o r  returned u d e r  this "Settlement Factor" fo r  each 
twelve-month period shall be compared with the ctlmulative balaace, as des -
cribed above. Any resulting overage o r  underage, which shall be 'mown as  
the "Actual Cost Remainder, " shall be applied to the next subs equent twelve-
month c d a t i v e  b d a n c  e for  the p u i ~ o sear'calculating the aest subsequent 
"Settlement Factor. " 

For  those customers billed less  frequeatly than monttzly, the adjustneat  will 
be the average adjustment for the period fo r  which these customers a r e  5 e h g  
billed. The average adjustneat will b e  corrputed by weighing the rconthly 
adjustment amout (k/ktPh) by the relative vo lu~ce  of total s d e s  duriag t ke  
period under which that particular a d j u s t m a t  amout  was in elfecr. 

Reporting Requirements 

The company shall submit to  the State Corgoration Comzzis sion oc o r  before 
the fifteenth day of each nonth an a e r g y  adjustaent  zeport ,  iz a f o r z - s t  
prescribed by the Commission, showing the caic~dat icas i o r  ttre 3e.e  rrrcntk's 
energy adjustment rate. 

Line Loss Limitation 

In the event that the line loss statistic for the =asr zecezt t-melve-mztt.,  
fl~, t h e  cor=lp=yperiod ended December 31 shall exceed the Lipit of , 

will compute the energy adjusment  based oa the lizcit value rather the 5 e  
actual operating statistic value. 



APPENDIX D 

STATE CORPORATION COMMISSION OF KANSAS 

ENE2GY COST ADJGSTMENT CLAt'SE 
GAS UTILITIES 

PGA - I 

Rate Schedules Covered: Al l  rate schedules shall be subject to a pur-
chased gas cost adjustment. 

Cornnutation Formula 
-.-

The specified service rates a r e  subject to adjustzneat for change in the 
averase cos t  of gas f rom al l  sources of supply purchased. On Juae 1 05 eacn  
year, the company will project the average cost oi  gas for the twelve z.ocrhs 
ending June 30 of the following year. If at  any t ime during this f x e l v e - m ~ t k  
period, the company experiences a c h g e  o r  changes in s w p l i e r  rates o r  :-
sources of supply, the cumulative effect of which change o r  changes is to 
produce an increase or decrease in the new projected effective rate for pn-
chased gas from all suppliers of at least 0.1 k per W F ,  than an adjusted 
average rate shall be determined. The annual cas t  of gas projection a;zd a y  
revised projections throughout the year w i l l  be compxted tising the faUowir?g 
formula: 

-b = AdjustmentC:: if; 
Where: 

P = The estimated total dollar cost or'?urchased gas -,a 5 ,  sol2 c d -
culated by summi;rg the prodccts or' t h e  rrzost recezrt -mite o s t  3i 
purchased gas from each suppl ier and t h e  estimated . a i r  p u c k :  
from each supplier Eor the twelve-nonth ?eziod eadlrsg ;gme 36. 
Ln the eveat that changes ia the rates  paid fo r  ?=c'aas ed gas will  
take place within the current twelve-mooch p e r i o d  endizg J s e  3 '  
as specified by contract provisions currently 13 eeect ,  che eszi-
mated average unit cost of purchased gas fzorn each su?plier To: 
the current  twelve-month ?eriod ed ing  S u e  30, .nay 3, used iz 
the cdculation ia place of the  most recent unit COST. 

E = Estimated net cost (positive or negative) arislzg from excks:gc 
gas transactions that a r e  e q e c t e d  to occuz durirrg .-he twelve 
month period endhg June 30, (account 806), z o t  i -c ludkg  storap 
gas transactions. 

5 = Estimated cost of stored gas to 3e withdzawn i r o n  s to rage  
(account 808) aad sold. 

V = The estimated sales volu=e MC 9 for  zke hveilre-rr?,o=ri ;e:tcc 
endhg  June 30. * 

b = Actual purchase gas cost i />lCr" esrabiished dc=:-?g the j zsz  
period. 

* If the actual s a l e s  volume rerlects a line loss factor greater  rnan t ke  Liz-i:: 
value, reseatemex% oi safes volume, based on the li,?lit value ior  l i i e  loss, 
shall 5e required. 



Cornoutation P e r i o d  

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

Comautation Fr eauency 

The computation shall be made annually on June 1, aad each time a change or 
chaages occur  in supplier r a tes  o r  sources  of supply, the cunnulative eiiect 
of which change o r  changes i s  to  produce! an increase  o r  d e c r e a s e  in the zrew 
affective rate paid f o r  purchased gas by a t  leas t  0.1Cf X F .  

Costs Lucluded 

The formula includes only costs  which are_,properly included in 'PC A c c o c x s  
800, 801, 802, 803, 804 applicable to Xansas;  805, 806, 808, 809; and speci- 
fically excludes the  cost  of any penalties levied by suppliers f o r  overrltnni2g 
all0 me& s . 

Settlement Provis ion 

Subsequent to  the  effective date of this clause, the company sha l l  r c a i n t a b  a 
continuing monthly comparison of the actual cost  of gas  as shown on tbe books 
and records of the compasry, exclusive of refunds, atrd the  c o s t  of gas i o r  :be 
s a m e  month calculated by applying to  the vol-es sold dur ing  said =oath the  
new estimated effective r a t e  P - Ln - S used to d e t e r v i n e  tne u r c h a s e l  sas 

(.Ol) v 
cost  adjustments to these  purc'oased gas cos t  a d j c s t a e a t  ?rovi sions. 
For each twelve-month billing period ended June 30th, the cu=ulazive d i Z e r -  
e x e s  of the coznparisons descr ibed above fKiU be added to  the "Actual C o s t  
Remainder" described below to  produce a czmulative balaace or' over=ecovere! 
or  underrecovered costa. A n  "Actual Cost  Adjustment" (ACA)  s b i l  3 e  c o q u  
by dividing t h e  cumulative balance of u3derrscavered o r  overzecovered cos ts  
by the volume of to ta l  sa les  during the helve-month period e n d k g  cn znar d z : ~  
This a d j u s m e n t  s M 1  be rounded to  the nearesc . 0 1C.MCC and applied 50 3 ales 
billed on or after the first day of the month following the manth in which the  
adjustment ha.s been approved by the Conmiss io r .  The "Actual Cosr .idjzs;- 
meats" 3 Wl remain ia effect until superseeed by 5 ubs ec_uent. ''Actrral Cost 
Adjustments" calculated according to  this provision. 


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


