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VERIFIED DIRECT TESTIMONY OF HETHIE S. PARMESANO 

Q1. Please state your name and business address. 

A1. My name is Hethie S. Parmesano.  My business address is 777 South Figueroa Street, 

Suite 1950, Los Angeles, California 90017. 

Q2. By whom are you employed and in what capacity? 

A2. I am a Senior Vice President at NERA Economic Consulting (“NERA”). 

Q3. On whose behalf are you submitting direct testimony in this proceeding? 

A3. I am submitting testimony on behalf of Northern Indiana Public Service Company 

(“NIPSCO” or the “Company”).  

Q4. What is the purpose of your direct testimony in this proceeding?  

A4. My direct testimony describes the rationale for and development of the Company’s 

proposed voltage-differentiated and time-differentiated fuel adjustment clause (“FAC”).   

Q5. Please summarize the main points of your direct testimony. 

A5. My testimony makes three main points: 

• To recover fuel and purchased power costs from customers more fully in line with 

cost-causation, the FAC factors should reflect the lower energy losses associated 

with service at higher voltage levels. 

• Fuel and purchased power costs vary by time of day.  To recover these costs more 

fully in line with cost-causation, the FAC should take into account the fact that 
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customer groups use different portions of their energy in peak and off-peak 

periods. 

• NIPSCO’s proposed mechanism for setting FACs by customer group will 

improve the cost-reflectiveness of the Company’s rates and is an important step 

toward giving customers better price signals about the cost of their electricity use.  

Q6. Are you sponsoring any exhibits? 

A6. Yes, a copy of my curriculum vitae is attached hereto as Petitioner’s Exhibit No. HSP-2. 7 

Petitioner’s Exhibit No. HSP-3 is a simplified illustration of the calculation of the 

proposed FAC modifications. 

8 

9 

Q7. Were Petitioner’s Exhibit No. HSP-2 and Petitioner’s Exhibit No. HSP-3 prepared 10 

by you or under your direction? 11 

12 
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20 

A7. Yes, they were. 

I. BACKGROUND AND QUALIFICATIONS  

Q8. Please describe your education and professional background. 

A8. My B.A. is from Colby College, where I majored in economics.  I have M.A. and Ph.D. 

degrees in economics from Cornell University.  Since 1980, I have worked for NERA, 

specializing in utility costing, pricing, strategic planning and regulatory reform.  I have 

testified widely on these matters.   

For more than two decades, I have taught seminars on electricity marginal costing and 

rate design.  Attendees include staffs of utilities and regulatory commissions, as well as 
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occasional commissioners. I have also participated regularly in the University of Florida 

Public Utility Research Center/World Bank International Training Program on Utility 

Regulation and Strategy, where I present sessions on electricity tariff design.  

Since 1982, I have directed NERA’s Marginal Cost Working Group, a utility group that 

is dedicated to improving methods for estimating and using marginal cost information in 

a variety of utility applications.  

I have been involved in innovative rate design, energy sector restructuring, and regulatory 

reform in many jurisdictions around the world, including California, New York, Ohio, 

New Mexico, North Dakota, Minnesota, Maine, Illinois, Indiana, Maryland, 

Massachusetts, Arizona, Oregon, as well as in Canada, India, Barbados, Brazil, 

Argentina, El Salvador, Mexico, Spain, Greece, Ireland, Kenya, Cambodia, Japan, Saudi 

Arabia and the UK. 

Petitioner’s Exhibit No. HSP-2 contains additional details on my credentials. 13 

14 

15 
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Q9. Have you previously testified before the Indiana Utility Regulatory Commission? 

A9. Yes.  In February 1995 I submitted Rebuttal Testimony on behalf of NIPSCO, in Cause 

No. 40125, regarding an experimental real-time pricing tariff for large industrial 

customers.  In May 1993 I submitted Rebuttal Testimony in Cause No. 39623, on behalf 

of NIPSCO, regarding approval of an electric service contract with Omni Forge, Inc.  In 

June 1986 I provided expert testimony on behalf of NIPSCO, in Cause No. 38045, 

regarding potential for cogeneration and small power production.  In April 1986 I 
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provided expert testimony on behalf of NIPSCO, in Cause No. 37863, regarding a 

capacity credit formula for qualifying facilities. 

II. RATIONALE FOR FAC CHANGES 

Q10. How is the current FAC calculated? 

A10. The current FAC adjusts per-kWh charges in those rates subject to the FAC to account 

for the difference between the average expected cost of fuel and purchased power 

(hereinafter referred to as “fuel costs”) in the coming quarter and the amount of fuel cost 

included in basic rates.  The FAC also includes an adjustment for over- or under-recovery 

of past fuel costs.  In essence, total projected fuel costs are divided by expected kWh 

sales subject to the FAC, the fuel cost per kWh that is recovered in the basic charges is 

subtracted, and the remainder is charged to all customers subject to the FAC.  

Q11. What changes to the FAC is NIPSCO proposing? 

A11. NIPSCO is proposing to use a new FAC Allocator Mechanism to calculate separate 

quarterly FACs for each major customer group.  The separate FACs would take into 

account differences in the voltage levels at which the customers are served and 

differences in the patterns of their energy consumption.  

Q12. Why does the proposed change in FAC method differentiate by voltage level of 

service? 

A12. Energy losses are incurred in moving kWh from the generators to customers’ meters. 

Losses increase as the voltage level of service decreases, because more miles of line and 

more transformations from one voltage to the next are required.  For example, NIPSCO’s 
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most recent loss study shows that average energy losses for NIPSCO’s Industrial Service 

customer group are 1.49 percent, while average energy losses for the Residential and 

General Service customer group are 11.15 percent.  This means that 1.0149 kWh must be 

procured to provide a kWh at an Industrial Service customer’s meter and 1.1115 kWh 

must be procured to provide a kWh at a Residential or General Service customer’s meter.  

As a result, in a given hour, the fuel cost per kWh delivered is higher for Residential and 

General Service customers than for Industrial Service customers. 

Q13. Has this difference in fuel costs been ignored in the past? 

A13. No.  The embedded cost-of-service studies that were the basis for NIPSCO’s rates in the 

past took differences in losses into account in allocating energy costs (including fuel) to 

classes.  As a result, the energy components of basic rates reflect voltage levels of 

service.  As long as fuel costs were stable and the FACs were small compared to the fuel 

costs included in basic rates, most of the cost differences arising from different voltage 

levels of service were handled in basic rates. 

Q14. What has changed in this situation? 

A14. NIPSCO’s fuel and purchased power costs have become larger and more volatile.  With 

the advent of the Midwest Independent Transmission System Operator, Inc. (“Midwest 

ISO”), purchased power costs are a notable share of the total, and market prices reflect 

changing demand and supply conditions in the region.  In the period 1987 through 2004, 

the FAC factors were negative (credits to customers) and generally in the range of 4 to 8 

mills per kWh.  In contrast, the four quarterly factors in 2008 were positive 4.7, 11.2, 7.9 

and 12.0 mills per kWh.  As the FAC charge has increased, a larger share of total fuel 
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cost has been passed through to customers without regard to customers’ voltage level of 

service.  As a result, rates have become less cost-reflective. 

Q15. How would differences in voltage levels of service be factored into the FAC 

calculation under the Company’s proposal? 

A15. Instead of dividing total fuel costs by total expected sales subject to the FAC, as in the 

current formula, fuel costs would be allocated to customer groups on the basis of kWh 

expected to be generated/purchased for them – i.e., kWh use measured at their meters 

plus losses.  The fuel costs allocated to each group would then be divided by expected 

kWh consumed (at the meter) to create the appropriate FAC per kWh.  The actual 

formula would be more complex because it would take into account differences in 

patterns of use as well, which I discuss below. 

Q16. Turning to the time-differentiated part of NIPSCO’s proposal, why does the 

proposed FAC factor account for differences in the pattern of energy use by the 

various customer groups? 

A16. Energy is more expensive and valuable in some hours than in others.  This is particularly 

apparent now that the Midwest ISO’s energy market is fully operational. Under the 

Midwest ISO rules, NIPSCO essentially sells the energy it generates to the market at the 

market price, and purchases energy it provides to its retail customers at the market price.  

The market prices vary significantly by month and by hour.  In a given hour, NIPSCO is 

either a net buyer or a net seller.  If a NIPSCO retail customer used an additional kWh, 

NIPSCO would either buy one more kWh or sell one less at the market price.  If that 

additional kWh were purchased in an off-peak hour, the price would typically be lower 
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than if that kWh were purchased in a peak hour.  Because customers’ energy use patterns 

vary, incorporating peak and off-peak use in the FAC formulation creates charges that 

better reflect the relative cost of serving the various customer groups.  

Q17. Has NIPSCO ignored differences in class usage patterns in the past? 

A17. No.  Through the use of 4-CP, 12-CP and NCP allocators, the embedded cost-of-service 

studies that have been used in the past to set rates took usage patterns into account in 

allocating generation, transmission and distribution capacity costs to classes.  However, 

these studies did not take usage patterns into account in allocating fuel costs.  

Q18. Under NIPSCO’s proposal, how would the fuel costs by period be determined? 

A18. Reflecting NIPSCO’s participation in the Midwest ISO, the fuel costs essentially would 

be divided into peak and off-peak (as defined below) components based on average 

monthly levels of peak and off-peak hourly day-ahead locational marginal prices within 

NIPSCO’s load zone during the 2007 test year.  Each customer group’s share of total fuel 

costs would then be determined based on the group’s test-year weather-normalized peak 

and off-peak consumption (adjusted for losses).  Fuel costs recovered in basic rates would 

be subtracted from these totals and the residual, allocated fuel costs would be used to 

compute the group-specific FAC factors. 

Q19. Does this mean that NIPSCO’s retail customers would be paying market prices for 

the energy they consume? 

A19. No.  The total amount NIPSCO’s customers pay in fuel charges would be no more under 

the proposal than the Company incurs in fuel costs and would otherwise collect.  Market 
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prices would be used only as an input to the allocation process.  The FAC factors would 

continue to perform the function that they do today—recovering the difference between 

NIPSCO’s total fuel costs and the share of those costs included in basic rates. 

Q20. How would the peak and off-peak periods be defined for purposes of calculating the 

FAC factors? 

A20. The periods would be those reflected in the new time-of-day periods that NIPSCO has 

proposed in its current electric rate case in Cause No. 43526.  

Months April through September: 

Peak - Monday-Friday 11am – 7 pm; Off-peak – other weekday hours, federally 

observed holidays and all day Saturdays and Sundays;  

Months October through March 

Peak - Monday-Friday 1pm – 9 pm; Off peak – other weekday hours, federally 

observed holidays and all day Saturdays and Sundays. 

Q21. How many different fuel cost factors is NIPSCO proposing to use? 

A21. Separate quarterly FAC factors would be calculated for the following three customer 

groups –Residential & General Service, Off-peak, and Industrial – with loss factors for 

each group reflecting energy-weighted composite losses within each group in the case 

where a group includes customers served at more than one voltage level. 

Q22. How would the peak and off-peak usage patterns for these customer groups be 

determined? 
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A22. The shares of weather-normalized peak and off-peak energy use in the 2007 test year 

would be based on meter data.  Although the Residential & General Service group is not 

metered on a time-of-use basis, the other two groups do have time-of-day metering, so 

the Residential & General Service group’s peak and off-peak consumption can be 

computed by subtracting the two metered groups’ consumption from the total. 

III. PROPOSED FAC ALLOCATOR MECHANISM 

Q23. What are the steps in calculating NIPSCO’s proposed new FAC?  

A23. There are eight major steps in the process. Steps 1 through 6 are initial steps done in this 

proceeding and would be redone in each rate case.  The remaining steps are on-going 

steps that would be done each time the quarterly FAC factors are set.  The eight steps are: 

1. Determine energy loss factors for each customer group. 

2. Compute weighted average test-year peak and off-peak energy use by quarter for 

each group. 

3. Compute test-year peak and off-peak energy use, including losses, by quarter for 

each group. 

4. Compute 2007 test year average market prices for peak and off-peak periods of 

each quarter. 

5. Compute the cost of test-year consumption at market prices.  

6. Compute quarterly fuel cost ratios for each group. 
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7. Compute expected average fuel costs and reconciliation amounts for the quarter. 

8. Apply cost ratios to average fuel costs and reconciliation amounts (Step 7) and 

subtract fuel cost included in base rates to determine FAC for each group. 

Q24. Have you prepared an illustration of the proposed FAC process? 

A24. Yes.  Petitioner’s Exhibit HSP-3 is a simplified example showing each of the eight steps 

and using fuel cost data for the last quarter of 2007. 
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Q25. How is Step 1 of the proposed FAC approach accomplished? 

A25. Step 1 determines average loss factors for each customer group. In the case of groups 

containing customers served at more than one voltage level, the loss factor for each of 

these voltage levels is weighted by the annual energy use by customers served at that 

voltage level to produce a composite loss factor. Two sets of loss factors are developed 

for each group. 

Q26. What is the purpose of computing two sets of loss factors? 

A26. Loss factors are used in two ways in the development of the proposed FAC factors. First, 

current loss factors are used to determine each customer group’s relative responsibility 

for expected fuel costs. Second, loss factors were used to allocate fuel costs when current 

basic rates were set.  So the amount of base fuel for which each customer group is 

credited in the proposed FAC allocator mechanism is adjusted for those historical losses 

in order to accurately account for the fuel costs included in their basic rates. 

Q27. What is the source of the loss factors used in these calculations? 
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A27. There are two sources.  The loss factors used to determine each customer group’s 

responsibility for total fuel costs are from the Company’s most recent loss study—the 

same factors that the Company utilized in its current rate case. Second, the loss factors 

used to determine the amount of fuel cost included in each group’s basic rate are based on 

workpapers from NIPSCO’s 1982 rate case.  

Q28. How is Step 2 of the proposed FAC approach accomplished? 

A28. Using information on weather-normalized customer group energy consumption based on 

meter data, Step 2 produces peak and off-peak energy use in each quarter of the test year 

for each group.  

Q29. How is Step 3 of the proposed FAC approach accomplished? 

A29. In Step 3, energy use in the peak and off-peak periods in each quarter for each group is 

multiplied by the group’s composite energy loss factor.  This yields kWh supply acquired 

for each group. 

Q30. What is Step 4 of the proposed FAC approach? 

A30. Step 4 is to compute average hourly market prices in the test year, by quarter and period. 

Q31. What is Step 5 of the proposed FAC approach? 

A31. Step 5 computes the cost of energy used by each group, valued at the market prices; i.e., 

the product of the kWh acquired for each group in peak and off-peak periods of each 

quarter (from Step 3) and the corresponding market price (from Step 4). 

Q32. How is Step 6 of the proposed FAC approach accomplished? 
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A32. Step 6 is the computation of the quarterly fuel cost ratios for each customer group. It 

consists of two parts. Step 6A combines the quarterly peak and off-peak information and 

computes the quarterly market price of energy supplied to each group in the test year by 

summing the peak and off-peak market values of energy used by each group from Step 5 

and dividing that sum by the sum of the peak and off-peak kWh consumed by each group 

from Step 2. The same calculation is also performed for all groups combined.  

Step 6B divides each group’s weighted average quarterly market cost of energy from 6A 

by the corresponding quarterly weighted average for all groups combined. This yields a 

fuel cost ratio for each group for each quarter. Customer groups served at higher voltages 

will have ratios below one and customer groups served at lower voltages will have ratios 

above one, assuming identical usage patterns. Customer groups using a higher percentage 

of energy in peak hours will have a higher fuel cost ratio than customer groups using a 

lower percentage of energy in peak hours, given service at the same composite voltage 

level.  

Q33. What is Step 7 of the proposed FAC approach? 

A33. Step 7 determines the average fuel cost expense per kWh due to be recovered in the next 

period. The first part of this step involves forecasting expected fuel and other eligible 

costs for the coming quarter and dividing by the corresponding expected sales. The 

second part of this step involves computing the over- or under-recovery of fuel costs in 

the reconciliation period, and dividing by the associated kWh sales. Under NIPSCO’s 

proposal, this step would not change from current practice.   
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Q34. What is Step 8 of the proposed FAC approach? 

A34. Step 8 is simply the addition of each group’s expected fuel cost and reconciliation fuel 

amount, and the subtraction of the fuel cost included in the group’s basic rates. The 

average expected fuel cost expense from Step 7 for a particular quarter is multiplied by 

the groups’ fuel cost ratios for that quarter from Step 6 to determine the groups’ expected 

fuel cost. Similarly, the average reconciliation amount is multiplied by the appropriate 

quarter’s fuel cost ratios, although the reconciliation amounts are from different quarters, 

so different fuel cost ratios apply. The groups’ fuel cost recovery in basic rates is equal to 

the current average level of fuel in basic rates (22.556 mills per kWh) multiplied by the 

estimated relative energy loss factors used to allocate those fuel costs in the last rate case. 

Q35. Under the proposed changes to the FAC calculation, how would reconciliation for 

over- or under-recovery be handled? 

A35. Just as the current FAC mechanism requires adjustments to true up for a variety of factors 

that lead quarterly FAC revenue to deviate from the expected fuel costs, the new 

mechanism will also require a reconciliation step (part of Step 7 described above). Under 

the current arrangement, the dollar amount of reconciliation is divided by jurisdictional 

kWh sales. A similar approach would be followed under the proposed mechanism, with 

the only difference being that the reconciliation amounts would be subject to the group-

specific factors rather than being spread evenly to all consumers subject to the FAC. 

IV. IMPLICATIONS OF PROPOSAL 

Q36. What are the fuel cost ratios that NIPSCO proposes to use in setting FAC factors 

going forward? 

 



Petitioner’s Exhibit HSP-1 
Page 14 of 16 

 
 

1 

2 

3 

A36. Following the process I have described above and using data supplied by NIPSCO, I 

calculated on Petitioner’s Exhibit No. HSP-3, the following fuel cost ratios for each 

quarter. 

Quarter Residential & General 
Service 

Off-Peak Service Industrial Service

Jan. – Mar. 1.0384 .9877 .9440 

Apr. – June 1.0501 .9769 .9317 

July – Sept. 1.0497 .9640 .9175 

Oct. – Dec. 1.0435 .9847 .9402 

4 

5 

6 

7 

8 

 

Q37. How would the FAC factors have been different if the proposed FAC mechanism 

had been in place in 2007? 

A37. The table below shows the average factors and the factors that would have been used if 

the new approach had been in place in the last quarter of 2007.  

Actual FAC Proposed FAC 
Approach 

Residential & 
General Service 

Proposed FAC 
Approach Off-
Peak Service 

Proposed FAC 
Approach 
Industrial 

Service 

(Mills per kWh) 

7.714 8.529 6.923 6.731 

9 

10 

11 

 

Q38. What are the advantages of the Company’s proposal to reflect the composite voltage 

level of service and energy use patterns by customer group in setting FAC factors? 
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A38. The proposed FAC process is more cost-reflective than the current process. It avoids 

charging higher composite voltage customer groups for fuel costs incurred to provide 

service to lower composite voltage customer groups. The proposed process also 

recognizes that customers use different percentages of their total energy use in the peak 

hours when energy market prices are higher. By taking the time patterns of use into 

account in setting each customer group’s fuel cost ratios, groups with higher energy costs 

(as represented by market prices) pay higher FAC factors than groups with lower energy 

costs. At the same time, because total FAC charges recover NIPSCO’s total fuel costs, 

NIPSCO’s retail customers continue to benefit from the Company’s low-cost generation. 

As explained by NIPSCO Witness Frank A. Shambo, the revised FAC factors are an 

important step toward improving the price signals NIPSCO’s customers face when 

making electricity consumption decisions. 

Q39. Are there precedents in other jurisdictions for FACs that vary by voltage level and 

time patterns of use? 

A39. Yes.  Fuel adjustment mechanisms that account for differences in energy losses are 

becoming more common.  For example, Oklahoma Gas & Electric Company’s rider for 

its fuel cost adjustment includes a service level (loss adjustment) factor.  Other utilities 

with fuel adjustment factors that vary by voltage level include Montana-Dakota in 

Montana, Austin Energy, Tennessee Valley Authority, Entergy New Orleans, Entergy 

Louisiana, and Entergy Texas.  On August 14, 2008, the Public Utility Commission of 

Texas issued an order requiring that fuel factors of utilities under its jurisdiction to 

“account for the difference in line losses corresponding to the voltage at which the 
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electric service is provided.”1  Central Maine Power’s adjustment factor had this feature 

before retail access was implemented in Maine.  In addition, Commissions in several 

states have authorized adjustment clauses that reflect energy use pattern differences.  For 

example, Xcel Energy Company’s fuel clause in Minnesota provides for different factors 

for the major customer classes that reflect different time patterns of energy use.  Their 

approach is very similar to NIPSCO’s proposal.  Xcel Energy’s adjustment mechanism in 

Colorado reflects voltage level of service and, for customers on optional time-of-use 

rates, has separate fuel adjustments for peak and off-peak energy use.  

Q40. Does this conclude your prefiled direct testimony? 

A40. Yes, at this time. 

1   Public Utility Commission of Texas Order in Rulemaking to Amend Substantive Rule §25.237, Fuel 
Factors. August 14, 2008. 
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Petitioner’s Exhibit No. HSP-3 
  

Off-Peak Industrial
Service Service TOTAL

STEP 1: IDENTIFY ENERGY LOSS FACTORS

(1) Relative Loss Factor in Basic Rates 1.0232 1.0133 0.9620
(2) Current Loss Factor 1.1115 1.0632 1.0149

STEP 2: IDENTIFY TEST-YEAR CLASS USAGE BY PERIOD
Test year energy use at customers' meters (MWh)

(3) Jan. - Mar. Peak 561,465 53,608 342,266 957,339
(4) Jan. - Mar. Off-Peak 1,588,187 174,873 1,080,031 2,843,091
(5) Apr. - June Peak  572,223 56,577 327,238 956,038
(6) Apr. - June Off-Peak 1,440,403 183,170 1,067,562 2,691,135
(7) July - Sept. Peak 743,947 57,688 331,068 1,132,704
(8) July - Sept. Off-Peak 1,839,833 190,508 1,117,308 3,147,648
(9) Oct. - Dec. Peak 554,156 52,605 337,786 944,547
(10) Oct. -  Dec. Off-Peak 1,540,349 176,226 1,126,500 2,843,076

15,515,578

STEP 3: COMPUTE TEST-YEAR SUPPLY BY PERIOD
Test year supply (MWh)

(11) Jan. - Mar. Peak (3) x (2) 624,063 56,998 347,355 1,028,416
(12) Jan. - Mar. Off-Peak (4) x (2) 1,765,256 185,931 1,096,089 3,047,275
(13) Apr. - June Peak (5) x (2) 636,021 60,155 332,103 1,028,279
(14) Apr. - June Off-Peak (6) x (2) 1,600,995 194,753 1,083,434 2,879,182
(15) July - Sept. Peak (7) x (2) 826,891 61,336 335,990 1,224,217
(16) July - Sept. Off-Peak (8) x (2) 2,044,958 202,555 1,133,920 3,381,432
(17) Oct. - Dec. Peak (9) x (2) 615,939 55,932 342,808 1,014,679
(18) Oct. - Dec. Off-Peak (10) x (2) 1,712,085 187,370 1,143,248 3,042,703

16,646,184
STEP 4: MARKET PRICE BY PERIOD

Average market prices by period 2007 ($/MWh)
(19) Jan. - Mar. Peak 53.61$                      
(20) Jan. - Mar. Off-Peak 43.74$                      
(21) Apr. - June Peak 74.30$                     
(22) Apr. - June Off-Peak 44.32$                      
(23) July - Sept. Peak 80.23$                      
(24) July - Sept. Off-Peak 42.08$                      
(25) Oct. - Dec. Peak 61.78$                      
(26) Oct. - Dec. Off-Peak 43.07$                      

STEP 5: COMPUTE VALUE OF CLASS CONSUMPTION AT MARKET PRICE
Average 2007 ($/MWh) 

(27) Jan. - Mar. Peak (19) x (11) 33,456,039$          3,055,670$           18,621,683$          55,133,393$             
(28) Jan. - Mar. Off-Peak (20) x (12) 77,212,282$          8,132,628$           47,942,918$          133,287,827$           
(29) Apr. - June Peak (21) x (13) 47,256,359$          4,469,527$           24,675,255$          76,401,141$             
(30) Apr. - June Off-Peak (22) x (14) 70,956,084$          8,631,452$           48,017,806$          127,605,342$           
(31) July - Sept. Peak (23) x (15) 66,341,454$          4,921,018$           26,956,483$          98,218,954$             
(32) July - Sept. Off-Peak (24) x (16) 86,051,816$          8,523,501$           47,715,337$          142,290,655$           
(33) Oct. - Dec. Peak (25) x (17) 38,052,734$          3,455,452$           21,178,675$          62,686,862$             
(34) Oct. - Dec. Off-Peak (26) x (18) 73,739,483$          8,070,042$           49,239,703$          131,049,228$           

STEP 6: COMPUTE FUEL COST RATIOS
STEP 6A: WEIGHTED AVERAGE MARKET PRICE (AT METER)
Average 2007 ($/MWh)

(35) Jan. - Mar. [(27)+(28) / (3)+(4)] 51.48$                   48.97$                  46.80$                   49.58$                      
(36) Apr. - June [(29)+(30) / (5)+(6)] 58.74$                   54.64$                  52.12$                   55.94$                      

(37) July - Sept.  [(31)+(32) / (7)+(8)] 58.98$                   54.17$                  51.56$                   56.19$                      
(38) Oct. - Dec. [(33)+(34) / (9)+(10)] 53.37$                   50.37$                  48.09$                   51.15$                      

STEP 6B: FUEL COST RATIOS BY SEASON

(39) Jan. - Mar.  [Row (35) class / total] 1.0384 0.9877 0.9440
(40) Apr. - June [Row (36) class / total] 1.0501 0.9769 0.9317
(41) July - Sept.  [Row (37) class / total] 1.0497 0.9640 0.9175
(42) Oct. - Dec.  [Row (38) class / total] 1.0435 0.9847 0.9402

STEP 7: FUEL COST  AND RECONCILIATION FOR OCT. - DEC. QUARTER
(43) Expected fuel cost for quarter (Oct. - Dec.) $102,082,501
(44) Expected kWh sales at meter for quarter (Nov. - Jan.) 3,816,643
(45) Expected fuel cost - mills per kWh (Oct. - Dec.) [43) / (44)] 26.747
(46) Under-recovery from previous period (Apr. - June) $14,639,665
(47) Estimated jurisdictional sales MWh 4,155,899
(48) Under-recovery- mills per kWh [(46) / (47)] 3.523

STEP 8: FUEL COST CHARGES FOR NOV. - JAN.
(49) Total expected fuel cost (including that in base rates) mills/kWh [(42) x (45)] 27.910 26.337 25.147
(50) Fuel costs included in base rates mills/kWh [Total x (1)] 23.080 22.856 21.698 22.556
(51) Reconciliation of fuel costs (using  Apr. - June ratios)  mills/kWh [(48) x (40)] 3.699 3.441 3.282
(52) FAC for Nov.- Jan. - mills per kWh [(49) - (50) + (51)] 8.529 6.923 6.731

NOTE:  There is a further adjustment to the FAC for taxes.

Simplified Example of Proposed Fuel Adjustment Charge Calculation
Service Category

Residential & 
Gen. Serv.

 

 


