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IBEUR 13 Should the Commission approve Chesapeake’'s petition for
a limited procesding to restructure its rates?

RECOMMBNDATION! Yes. The Commission should approve Chesapeake's
petition to restructure its ratas.

STAYY ANALXYGIS? Chesapsake's proposed rate restructuring is
designad to retain existing industrial customers and to the extent
possible, ensure equity among all rate classifications.

Under tha proposed rate restructuring, esach rate class will
pay rates that reflect the actual cost of service. Chesapeake :a»
sstabl ished the ratas from a cost of service study using 1996 data.
This is the moat recent Comaission-audited data available. It is
important .o note that Chesapeake will be held revenue neutral in
the proposed rate restructuring.

Chesapeake has not sought an incresse in its base rates since
1989. The test year usaed in this proceeding is the 12 months ended
Decenber 31, 1996, wvhich is a representative period for the rate
rastructuring process. The test year reflects Chesapeake's revenue
levels recorded prior to any special contract arrangements with two
industrial customers. The l2-month period ended December 31, 1996,
is the end of the calendar and fiscal year of Chesapeake and has
been audited by its independant outside auditors and contains all
appropriate year-end adjustmants for income taxes and accrued
liabilities.

As reflected in its surveillance report for the 12 months
ended December 31, 1996, the company's achieved NOI is $1,363,260
on a rate basa of $15,053,150. This represents an achieved return
on eguity of 10.96%. Chesapeake's authorized midpoint on its
authorized return on equity is 11§. Total non-fuel revenus for
1996 was $6,855,750.

If Chesapeaks were to lose the throughput of its two largest
industrial customers, one-fifth of non-fuel revenue would be lost.
Chesapeake would nead to pursue recovery of the lost non-fuel
revenuss from the remaining customers, at rates higher than those
proposed in this filing. Chesapeake seske to retain these two
large industrial customers, and redice the cross-subsidization
anong its customers by restructuring its rates to more closaly
reflect the actual cost to serve each customer class.
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Based on its fully allocated embedded cost of service study,
Chesapaake has propossd restructured rates as follows:

RATE CLASS PRESENT PROPOSED PRESENT FROPOSED
CUSTOMER | COSTOMER | NON-FUBL | NON-FUBL

CEARGE CHEARSE INERGY ENERGY

CHARGE CEARGE
RESIDENTIAL 8$6.50 $7.00 $.43126 $.46905
COMMERCIAL $15.00 $15.00 $.19532 $.22115
COMMERCIAL LG.VOLUME |$20.00 $20.00 $.13465 $.17287
INDUSTRIAL $40.00 $40.00 $.07348 $.07889
INTERRUPT. LLE $350.00 $350.00 $.04032 $.05312

RESIDENTIAL

1,859,667

=10.77%

1,812,929

153,262

9.23%
COMMERCIAL 1,082,182 J.47% 1,184,86) 132,381 9.08%

12.58%
COMMERCIAL 242,459 | ~ 0.6)% 314,488 72,029 9.08%
LG VOLAMGE 29.71%
INDUSTRIAL 11,224,437 5 33% 1,342,531 118,094 %,08%

9.64%

—

INTRRUP- 824,651 -0.02% 1,088,539 263,888 9.09%
TIBLE 32.00%
SPECIAL 1,926,741 59.149% 1,187,088 | -7319,65%3 23.62%
CONTRACT -38.39%
TOTAL 6'93°I137 9.06% 6=930,137 0 9.06% I

The monthly impact o2

the proposed

residential customer using 25 therms, is $1.44.

increase on a typical











