10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

KRK-1
CORRECTED PAGE
(ERRATA UNDERSCORED)

previous paragrgph are mede, the Totd Tracked Power Codt is determined (line 26).

The Totd Tracked Power Cot (line 26) is divided by the actud or forecasted Ddlivered
Load MWh (line 28) to arrive at the Unit cost per MWh (line 29) (Forecasted Ddlivered
load was determined by multiplying Load MWh (GP1) (line 27) by 93.5% (conddering a
6.5% lossfactor)).

Tracked Millsin Rates (line 31) represents the unit cost of power inrates The detall
asodated with this amount is reflected in Exhibit (KRK -3). The amount was determined by
adding variable fud, purchases and interchange, wheding and secondary sdles components
of power cogts from the Electric Cost of Sarvice Study (Docket UE-921262). Rate
changes asareault of the Company’s PRAMs and Merger Stipulion, for purposes of this
cdculation, were then added to the Cost of Service Study amountsto arrive at the total
tracked power cogtsin rates ($485,423,763). The power codsin rates were then divided
into energy ddlivered per the Electric Cogt of Service Study (19,622,026,883) to arive a
the tracked millsin rates ($24.74).

Unit Cogt per MWh Actua/Forecast Power Cogt (line 29) for eech month isthen
compared to Tracked Millsin Retes (line 31) to arrive a the amount of Rate Increese
Needed per MWh (line 33) when muitiplied by the Ddivered load MWh (line 28). The
Rate Increase Needed reflects the amount by which the Company’ s power codts exceeds
or islessthen thet reflected in rates or the amount of the deferrd.
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Q. What isthe projected impact of the proposed rider on the Company’s cusomer’s
rates?

A. Basad on the Company’ s cdculaion shown in Exhibit (KRK - 2), the surcharge will result in
anincrease of goproximatdy 1.122 cents per kilowatt hour through April 30, 2002. The

rate will change effective May 1, 2002 basad upon estimated cogts and revenues for the
falowing twdve months

Q. Arethereany factorsthat may offsat theimpact of a surcharge upon cusomer rates?

A. Y es the Company’s Resdentid Exchange Program will provide an increese in the amount
of credit per kilowat hour to resdentid customer’ shills beginning in Jenuary 2002 through
September 30, 2002 of .265 cents, from October 1, 2002 through May 31, 2006 of .600
cents, from June 1, 2006 through September 30, 2006 of 1.050 cents. Theincreased
credit provided would partidly offsat the impact thet the surcharge would have on those

cudomers.

Q. Doesthis conclude your testimony?

A. Yes

[BA012690.116]
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