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QUARTERLY COST ADJUSTMENT RIDER (Continued)

STEAM

Reconciling Adjustments and the Reconciliation Rate:


At the end of the twelve (12) months of collection of each CQCA, the over- or under-collection of the intended revenues (the numerator of the CQCA) will be applied to customers’ bills thru a Reconciliation Rate.  The Company shall use a collection/refund/credit amortization period of twelve (12) months, provided that an amortization period of twenty-four (24) months may be used, if needed in the Company’s discretion, to minimize any extraordinary increases in energy charges.  Other fuel cost refunds, or credits related to the operation of this rider may also flow through this reconciliation process, as ordered by the Commission.  The Reconciliation Rate shall be calculated similarly to the CQCA, except that the amount shall not be multiplied by the Alignment Mechanism again.  Any remaining over- or under-collection from the Reconciliation Rate shall be applied to the next Reconciliation Rate.

DETAILS

1.
The cost of fuel will be the amounts expensed in account 501.  The amounts expensed will continue to be based on the cost definitions currently used for the inclusion of costs in these accounts and on the currently used cost allocation methods, as explained in some additional detail:  the cost of gas will include the cost of physical gas deliveries and financial instruments associated with gas delivered in the quarterly period.  The cost of coal expenses to account 501 will continue to reflect the average cost of coal inventory and the cost allocation method(s) including but not limited to the following:


The fuel allocation is performed on a daily basis as is done in actual operations at the Lake Road Generating Station.  Fuel expense is allocated based on the following equations:

FS = [ S / ( E + S ) ] x F
FE = F - FS

Where,

F is total 900-PSI boiler fuel

FS is 900-PSI boiler fuel allocated to industrial steam sales

FE is 900-PSI boiler fuel allocated to the electric turbines

S is industrial steam sales steam mmBtu from boilers

E is 900-PSI electric turbine steam mmBtu from boilers


The remaining fuel not allocated to the industrial steam sales system in the first equation is allocated to the electric system as shown in the second equation.  Because the variable “F” shown above includes fuel burned for Lake Road plant auxiliary steam, fuel consumed for that purpose is properly allocated between the electric and industrial steam sales systems.
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