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NOTICE TO THE PUBLIC OF A PROPOSED
DECREASE IN RATES OF KENERGY CORP
PSC CASE 99-162

Kenergy Corp, 6402 Old Corydon Road, P.O. Box 18, Henderson, KY 42419 filed
an application for a decrease in rates with the Kentucky Public Service Commission
on August 16, 1999. The proposed decrease is designed to flow through to Kenergy’s
customers the reduction in expense, which will result from the consolidation of Green
River Electric Corporation and Henderson Union Electric Cooperative Corp. There
is no change proposed in the current base rates of each rate class. A 4% consolidation

credit rider for each rate class (except direct-served) is being proposed for a period
of five years.

THE AMOUNT AND PERCENT OF DECREASE BY RATE CLASS,
BASED ON 1998 USAGE, ARE LISTED BELOW:

KENERGY EAST (former Green River Electric Sel;vice Territory)

‘MONTHLY

g PERCENT DOLLARS

Residential and all other single phase 4% $ 310

Commercial three-phase under 1,000 KW 4% $ 4711

Commercial three-phase over 1,000 KW 4% $1,080.50

Direct-served industrial customers 0% $ 0

KENERGY WEST (former Henderson Union Service Territory)

MONTHLY

PERCENT DOLLARS
Residential (singie phase) 4% $ 3.03
Farm, government or commercial (50 KVA or less) 4% $ 415
Grain bins (51 to S00KVA) 4% $ 766
Farm or commercial (51 to 501 KVA) 4% $ 57.07
Large power (501 to 2000 KVA) non-dedicated delivery 4% $884.94
Direct-served industrial customers 0% $ 0

Any customer, prospective customer or his agent desiring additional information
regarding this proposed decrease in rates or regarding Kenergy’s tariffs (present or
proposed) may secure such information at Kenergy’s office at the above stated
address, or at one of its offices at P.O. Box 1389, 3111 Fairview Drive, Owensboro,
KY 42302; P.O. Box 99, 315 Hawes Bivd., Hawesville, KY 42348; P.O. Box 268,
703 Main Street, Marion, KY 42064; P.O. Box 73, 1441 U.S. 231 North, Hartford,
KY 42347, or P.O. Box 327, 2620 Brown Badgett Road, Hanson, KY 42413,

The rates contained in this notice are the rates proposed by Kenergy. However, the
Kentucky Public Service Commission may order rates to be charged that differ
from these proposed rates. Such action may result in rates for customers other than
the rates in this notice.

Any corporation, association, body politic or person may, by motion, request leave tc
intervene in the proceeding before the Kentucky Public Service Commission. Tha
motion must be submitted to the Kentucky Public Service Commission, 730 Schenke
Lane, P.O. Box 615, Frankfort, KY 40602, and shall set forth the grounds for the
request, including the status and interest of the party. Intervenors may obtain copie
of the application filed by contacting Kenergy at the-address stated above, A cop;

of the application is available for public inspection at any of the Kenergy office
listed above.

Kenergy Corp
By: Dean Stanley, President & CEO
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NOTICE TO THE PUBLIC OF A PROPOSED
DECREASE IN RATES OF KENERGY CORP
PSC CASE 99-162

till
ief Kenergy Corp, 6402 Old Corydon Road, P.O. Box 18, Henderson, KY 42419 filed
_'Ot an application for a decrease in rates with the Kentucky Public Service Commission
- on August 16, 1999. The proposed decrease is designed to flow through to Kenergy’s
tal customers the redqction in expense, which will result from the consolidation of Green
he River Electric Corporation and Henderson Union Electric Cooperative Corp. There
g, isno change proposed in the current base rates of each rate class. A 4% consolidation
n- credit rider for each rate class (except direct-served) is being proposed for a period
of five years.
— THE AMOUNT AND PERCENT OF DECREASE BY RATE CLASS,
BASED ON 1998 USAGE, ARE LISTED BELOW:
- KENERGY EAST (former Green River Electric Service Territory)
ar MONTHLY
. PERCENT DOLLARS
Residential and all other single phase 4% $ 310
Commercial three-phase under 1,000 KW 4% $ 4711
Commercial three-phase over 1,000 KW 4% $1,080.50
Direct-served industrial customers 0% $ 0
KENERGY WEST (former Henderson Union Service Territory)
MONTHLY
PERCENI‘ DOLLARS
Residential (single phase) 4% $ 3.03
Farm, government or commercial (50 KVA or less) 4% $ 4.15
Grain bins (51 to S00KVA) 4% " $ 7.66
Farm or commercial (51 to 501 KVA) 4% $ 57.07
— Large power (501 10 2000 KVA) non-dedicated delivery 4% $884.94
Direct-served industrial customers 0% $ 0
\
\ Any customer, prospective customer or his agent desiring additional information

regarding this proposed decrease in rates or regarding Kenergy s tariffs (present or
proposed) may secure such information at Kenergy’s office at the above stated
address, or at one of its offices at P.O. Box 1389, 3111 Fairview Drive, Owensboro,
KY 42302; P.O. Box 99, 315 Hawes Blvd., Hawesville, KY 42348; P.O. Box 268,
703 Main Street, Marion, KY 42064; P.O. Box 73, 1441 U.S. 231 North, Hartford,
KY 42347, or P.O. Box 327, 2620 Brown Badgett Road, Hanson, KY 42413.

The rates contained in this notice are the rates proposed by Kenergy. However, the
Kentucky Public Service Commission may order rates to be charged that differ
from these proposed rates. Such action may result in rates for customers other than
the rates in this notice.

Any corporation, association, body politic or person may, by motion, request leave to
intervene in the proceeding before the Kentucky Public Service Commission. That
f motion must be submitted to the Kentucky Public Service Commission, 730 Schenkel
Lane, P.O. Box 615, Frankfort, KY 40602, and shall set forth the grounds for the
request, including the status and interest of the party. Intervenors may obtain copies

of the application filed by contacting Kenergy at the address stated above. A copy
l of the application is available for public inspection at any of the Kenergy offices
listed above.

Kenergy Corp
By: Dean Stanley, President & CEO
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them. More than 50 children
were treated by health de-
partment staff when they picked
up their school supplies at the
Out-Reach Center near Crit-
tenden County Elementary. -
The Out-Reach Center has
provided school supplies to chil-
dren for the past five years, but
last week was only the second
time the center arranged to pro-

ng  100Uds  UIdUM
varidus agencws located insid¢

the Out-Reach Center con
ducted head lice screenings a
the elementary school. Tammy
West, Heart to Heart health care
coordinator, said the number o
cases of head lice has greatly
decreased in the last few years
While a few cases were detected
West said the annual checks
help to reduce the problem sig-
nificantly.

NOTICE TO THE PUBLIC OF A PROPOSED
DECREASE IN RATES OF KENERGY CORP
PSC CASE 99-162

Kenergy Corp, 6402 Otd Corydon Road, P.O. Box 18, Henderson, KY 42419 filed
an application for a decrease in rates with the Kentucky Public Service Commission
on August 16, 1999. The proposed decrease is designed to flow through to Kenergy’s
customers the reduction in expense, which will result from the consolidation of Green
River Electric Corporation and Henderson Union Electric Cooperative Corp. There
is no change proposed in the current base rates of each rate class. A 4% consolidation
credit rider for each rate class (except direct-served) is being proposed for a period
of five years.

THE AMOUNT AND PERCENT OF DECREASE BY RATE CLASS,
BASED ON 1998 USAGE, ARE LETED BELOW:

KENERGY EAST (former Green River Zlectric Service Territory)

MONTHLY

PERCm DOLLARS

Residential and al! other single phase 4% $ 310

Commercial three-phase under 1,000 KW 4% $ 47.11

Commercial three-phase over 1,000 K¥ 4% $1,080.50

Direct-served industrial customers 0% $ 0

KENERGY WEST (former HendersonUnion Service Territory)

MONTHLY

. PERCENT DOLLARS
Residential (single phase) 4% $ 3.03
Farm, government or commercial (50 KVA or less) 4% $ 4.15
Grain bins (51 to S00 KVA) ' 4% $ 7.66
Farm or commercial (51 to 501 KVA) _ 4% $ 57.07
Large power (501 t0 2000 KVA) non-dedf;ated delivery 4% $884.94
Direct-served industrial customers 0% 3 0

Any customer, prospective customer r his agent desiring additional information
regarding this proposed decrease in razs or regarding Kenergy’s tariffs (present or
proposed) may secure such informaton at Kenergy’s office at the above stated
address, or at one of its offices at P.O. lxox 1389, 3111 Fairview Drive, Owensboro,
KY 42302; P.O. Box 99, 315 Hawes Bvd., Hawesville, K'Y 42348; P.O. Box 268,

703 Main Street, Marion, K'Y 42064;10. Box 73, 1441 U.S. 231 North, Hartford,
KY 42347, or P.O. Box 327, 2620 Brevn Badgett Road, Hanson, KY 42413,

The rates contained in this notice are te rates proposed by Kenergy. However, the
Kentucky Public Service Commissiq may order rates to be charged that differ
from these proposed rates. Such actiojmay result in rates for customers other than
the rates in this notice.

Any corporation, association, body potic or person may, by motion, request leave to
intervene in the proceeding before theCentucky Public Service Commission. That
motion must be submitted to the Kentuky Public Service Commission, 730 Schenkel
Lane, P.O. Box 615, Frankfort, KY 4602, and shall set forth the grounds for the
request, including the status and mteret of the party. Intervenors may obtain copies
of the application filed by contactmgkenergy at the address stated above. A copy
of the application is available for puhc inspection at any of the Kenergy offices
listed above. .

J
Kenergy Corp :
By: Dean Stanley, President & CEC
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JOHN DORSEY (1920-1986)
FRANK N. KING, JR.
STEPHEN D. GRAY

WILLIAM B. NORMENT, JR.
J. CHRISTOPHER HOPGOOD

FEDERAL EXPRESS

Ms. Helen Helto
Public Service
730 Schenkel La

DORSEY, KING, GRAY & NORMENT
ATTORNEYS-AT-LAW
318 S.ECOND STREET

HENDERSON, KENTUCKY 42420

September 9, 1999

n, Executive Director
Commission of Kentucky
ne

Post Office Box 615

Frankfort, Kent

ucky 40602

Re: Case No. 99-162

Dear Ms. Helton:

Kenergy Corp.

paragraph 7 of the Commission's August 31, 1999, order.

FNKJr/cds
Encls.
Copy/w/encls.:

RECEIVED
SEP 1 0 1999

PUBLIC 8ERVICE
CONMBSION
(270) 826-3965
TELEFAX
(270) 826-6672

We enclose herewith for filing response on behalf of
This response is being filed pursuant to Ordering

Thank you for your assistance.

Very truly yours,

DORSEY, KING, GRAY & NORMENT

By (

Mr. Dean Stanley
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KENTUCKY PUBLIC SERVICE COMMISSION SEP10 1999

PUg
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IN THE MATTER OF THE APPLICATION OF
GREEN RIVER ELECTRIC CORPORATION AND
HENDERSON UNION ELECTRIC COOPERATIVE
CORP. FOR APPROVAL OF RATE DECREASE
FOR KENERGY CORP., CONSOLIDATION

CASE NO. 99-162

Nt s i N

SUCCESSOR
RESPONSE OF KENERGY CORP.
(Cost of Service Study Issue)
The Commission’s August 31, 1999, order directed
Kenergy Corp. (“Kenergy”) to file its response to the arguments of
Kentucky Industrial Utilities Customers, Inc. (“KIUC”) regarding

the need for a cost of service study. This response addresses
that single issue.

Kenergy cited two reasons in its amended application
why a cost of service study should not be required in this case.
These reasons were set forth in the prepared testimony of Jack D.
Gaines, a rate analyst with Southern Engineering Company. One of
the reasons — that requiring a cost of service study could delay
implementation of the proposed rate decrease — no longer applies.
The Commission’s August 31, 1999, order which directed the proposed

rate reduction to become effective on an interim basis on and after




September 2, 1999, eliminated this reason. However, the other
reason — that a cost of service study is not timely — is certainly
valid, particularly in light of the fact that Kenergy has been in
operation only since July 1, 1999, and plans to prepare a
consolidated cost of service study to support further rate
consolidation after it has accumulated at least 12 months of
consolidation history. Kenergy anticipates significant savings
from the consclidation, but only time will tell regarding the
amounts and the areas of savings.

Perhaps a more compelling reason for not requiring
a cost of service study is the fact that this study would not shed
any light on whether any portion of the present rate reduction
should extend to direct serve customers (special contract
customers). This is because a methodology has not been developed
to allocate costs to the special contract customers. These costs
obviously exist but they cannot be quantified. This point was made
by Mr. Gaines in his prepared testimony in two (2) earlier rate
cases involving Green River Electric Corporation (“Green River”),
Case Nos. 10275 and 90-152. (Green River was a consolidation
predecessor of Kenergy.)

In both of these earlier cases a cost of service

study was performed. Mr. Gaines testified that all customer

2




classes, including special contract customers, are responsible for
a portion of Green River’s administrative and general expense, its
general plant and its general plant related expenses such as
depreciation and property tax. However, due to the unigue nature
of services to a special contract customer it is difficult to
develop a methodology to allocate to them a portion of these costs.
Mr. Gaines pointed out that “(T)raditional methodologies, such as
using demand, energy, and customer allocators would result in a
substantial portion of these costs béing allocated to the special
contract class.” Relevant excerpts from the Gaines testimony are
attached hereto marked “Exhibit A” and “Exhibit B.”

In the two (2) above mentioned cases rate
adjustments (increases) were sought only for regular tariff
customers. In both of these cases none of the revenue associated
with service to special contract customers was included in the
allocated cost of service study, and only the purchased power
expense and Public Service Commission assessment expense attri-
butable to sgspecial contract customers was removed from total
expenses (see Gaines’ testimony in Case No. 10275, lines 6- 10,
page 12, and in Case No. 90-152, lines 22-26, page 12). A cost of
service study in the instant case, of course, would follow this
same methodology and would not yield meaningful information to the

3




Commission on whether special contract customers should participate
in the instant rate reduction.

A cost of service study was also filed in Case No.
97-220, which was a rate case filed by Kenergy’s other
consolidation predecessor, Henderson Union Electric Cooperative
Corp. In that cost of service study no attempt was made to
quantify administrative and general expense and general plant
costs, other than the Public Service Commission assessment, dues
and related cost and expenses associated with Accuride and Hudson
Foods, two special contract customers. Obviously a new cost of
service study would not provide any significantly different
results.

A cost of service study is not a panacea for deter-
mining rate increase or decrease allocations to customer classes.
In another earlier case involving Green River, Case No. 8252, the
Commission acknowledged that rates do not have to be based on cost
of service stating:

The commission agrees with Green River that rates do not have
to be based strictly on cost of service and that (special
contract customer’s) rate should include some contribution to
Green River'’s overhead.
(Order at page 6, copy attached as “Exhibit C)

It is common knowledge that a cost of service study

costs thousands of dollars. 1In all likelihood the cost to Kenergy




of such a study would be in the neighborhood of $20,000 to $25,000.
However, the results of the study would fail to provide the
Commission with any meaningful information on the ultimate issue of
whether special contract customers should participate in the rate
reduction. The Commission should grant Kenergy’'s request for a
deviation from 807 KAR 5:001, Section 10, (6) (u), and Kenergy

should not be required to file a cost of service study.

DORSEY, KING, GRAY & NORMENT
318 Second Street

Henderson, Kentucky 42420
(270) 826-3965 Telephone
(270) 816-6672 Telefax
Attorneys fqr Applicants

\ -
By /1/0LVL4;\, . K:::;Tj’\\\
FRANK N. KING, JR.

I hereby certify that the foregoing has been served
upon the Attorney General of Kentucky, Office of Rate Intervention,
1024 Capital Center Drive, Frankfort, Kentucky 40601, and upon
Michael L. Kurtz, Esq., Boehm, Kurtz & Lowry, 2110 CBLD Center, 36
East Seventh Street, Cincinnati, Ohio 45202, attorney for Kentucky
Industrial Utilities Customers, Inc., by mailing true and correct
copies of same on this gf"_ day of September, 1999.

MK/CVQ/ .

Frank N. Klng,
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the rates adjusted for thegflow through increase and to
revenues based upon theproposed Green River increase.

DOES THE ALLOCATED COST OF SERVICE STUDY INCLUDE ANY

;: REVENUE OR EXPENSE ASSOCIATED WITH SERVICE TO GREEN

RIVER'S SPECIAL CONTRACT CUSTOMERS?

None of the revenue associated with service to Green
River's special contract customers is included in the
allocated cost of service siudy. However, only
purchased power expense and PSC assessment expense has
been removed from total expenses. As a result, other
expenses associated with providing service to special
contract customers has not been removed from, and
therefore is included in, the allocated cost of service
study for Green River's regular tariff customers.

ARE GREEN RIVER'S CUSTOMERS RESPONSIBLE FOR ANY OF ITS
COSTS OF PROVIDING SERVICE OTHER THAN PURCHASED POWER
COST AND PSC ASSESSMENT EXPENSE?

Yes, all classes, including special contract, are
reqponsible for a portion of Green River's
administra;ive and general expense, its general plant,
and its general plant related expenses such as
depreciatioﬁ and property tcax.

WHY HAVE YOU NOT MADE AN ALLOCATION TO GREEN RIVER'S
SPECIAL CONTRACT CUSTOMERS OF COSTS OTHER THAN PURCHASED

POWER AND PSC ASSESSMENT EXPENSES?

Exhibit A
Page 1 of 3

Exhibit 15, Page 12
case No. 10275
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Although the special contract customers are responsible
for a portion of administrative and general expense,
general plant related expenses, and margins, due to the
unique nature of these services it is difficult to
develop a methodology tb»allocate to them a portion of
these costs. Traditional methodologiés, such as using
demand, energy, and customer allocators would result in
a substantial portion of these costs being allocated to
the speclial contract class. As an example, if we were
to allocate the demand related portion of general plant
to special contract customers on the basis of their

class demand, that class would be assigned approximately

. $1,500,000 or 56% of general plant. Nevertheless, all

customers should share the cost of supporting common
plant and general expenses. Because a methodology for
allocating these expenses to Green River's special
contract customers has not been proposed does not mean
these customers are not responsible for a portion of
these costs.

HOW DOES THE FACT'THAT YGU HAVE NOT ALLOCATED ANY OF
THESE COMMON COSTS TO THE SPECIAL CONTRACT CUSTOMERS
AFFECT THE ALLOCATED COST OF SERVICE STUDY OR THE
REGULAR TARIFF CUSTOMERS? !

By including that portion of Green River's

administrative and general expense, and general plant

Exhibit A

Page 2 of 3

Case No. 10275
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related costs that is a responsibility of the special
contract customers in the cost of service study for the
regular tariff customers, the "system total” margins,
TIER, and rate of return generated by the regular tariff
customers is understated. However, the relationship
among the variocus customer classes and their relative
rates of return have not been significantly influenced
by the inclusion of total administrative and general
expense and general plant ielated costs. Thus, the
allocated cost of service study provides a reasonable

comparison of the revenue responsibility of each of

‘Green River's reqular tariff customer classes.

PLEASE DESCRIBE THE RESULTS OF THE LLOCATED COST OF

SERVICE STUDY.

The results of the allocated st of service study are
summarized on Pages 1 throu 5 of Exhibit 10. On Page
1, the allocated costs argfcompared to class revenues
generated under rates whfch include the proposed flow
th;ough adjustments. s shown, the TIER, rate of return
and relative rate offfreturn by class are as follows:

Flow Through Rates

Relative
TIER ROR ROR
10.55 44.28% 8.13
(0.04) (0.17%) (0.03)

Outdoor Lights
Single Phase
Three Phase:

Sec.~under 000 kW 6.32 27.39% 5.03

Pri.-unde 000 kW 7.41 43,21% 7.94

Over 100 17.17 67.57% 12.41

Total 1.28 5.44% 1.00
Exhibit A

. Page 3 of 3
Exhibit 15, Page 14

_Case No. 10275

|
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PRESENT RATES, ADJUSTED FOR FLOW THROUGH RATES# AND
ADJUSTED FOR PROPOSED RATES. UPON WHICH OF ESE
SCENARIOS IS THE ALLOCATED COST OF SERVICE#STUDY BASED?

The operating expenses in the cost of sepfice study

match those found in column (h), Adjusjged for Proposed
Rates, of the adjusted income statemght, excluding the
cost of purchased power for specia}f contract customers
in the amount of $110,536,444 andfthe PSC assessment
exbense associated with specialfcontract customers in
the amount of $81,616. Thergfore, the regular tariff
wholesale power cost which f#s reflected in the allocated
cost of service study is Jpased upon Big Rivers' proposed
wholesale rate. All otfler expenses are based upon the
adjusted levels as dgfeloped by Green River. In the
allocated cost of rvice study, these expenses are
separately compargd to revenues based on the rates
adjusted for t flow through increase and to revenues
based upon thf proposed Green River increase.

DOES THE ALLOCATED COST OF SERVICE STUDY INCLUDE ANY

REVENUE OR EXPENSE ASSOCIATED WITH SERVICE TO GREEN

1
4

RIVER'S SPECIAL CONTRACT CUSTOMERS?

None of the revenue associated with service to Green
River's special contract customers is included in the
allocated cost of service study. However, only
purchased power expense and PSC assessment expense has

been removed from total expenses. As a result, other

Exhibit 15, Page 12 Exhibit B
Page 1 of 3

Case No. 90-152
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expenses associated with providing service to special
contract customers has not been removed fpom,'and
therefore is included in, the allocated cost of service
study for Green River's reqular tariff customers.

ARE GREEN RIVER'S SPECIAL CONTRACT CUSTOMERS RESPONSIBLE
FOR ANY OF ITS COSTS OF PROVIDING SERVICE OTHER THAN
PURCHASED POWER COST AND PSC ASSESSMENT EXPENSE?

Yes, all classes, including special contract, are
responsible for a portion of Green River's
administrative and gencral expense, its general plant,
and its general plant related expenses such as
depreciation and property tax.

WHY HAVE YOU NOT MADE AN ALLOCATION TO GREEN RIVER'S
SPECIAL CONTRACT CUSTOMERS OF COSTS OTHER THAN PURCHASED
POWER AND PSC ASSESSMENT EXPENSES?

Although the special contract customers are responsible
for a portion of adminictrative and general expense,

general plant related expenses, and margins, due to the

f unique size of the loads in demand and their service

characteristics, it is difficult to develop a
methodology to allocate to them a portjion of Green
River's common costs. Traditional methodologies, such
as using demand, energy, and customer allocators would
result in a substantial portion of these costs being
allocated to the special ~ontract class. Nevertheless,

all customers should share the cost of supporting common

Exhibit B
Page 2 of 3

Exhibit 15, Page 13
case No. 90-152
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plant and general expenses. Because a methodology for
allocating these expenses to Green River's special
contract customers has not been proposed does not mean
these customers are not responsible for a portion of
these costs.

ﬁOW DOES THE FACT THAT YOU HAVE NOT ALLOCATED ANY OF
THESE COMMON COSTS TO THE SPECIAL CONTRACT CUSTOMERS
AFFECT THE ALLOCATED COST OF SERVICE STUDY OR THE
REGULAR TARIFF CUSTOMERS?

By including that portion of Green River's
administrative and general expense, and general plant
related costs that is a responsibility of the special
contract customers in the cost of service study for the
regular tariff customers, the "“system total" margins,
TIER, and rate of return generated by the reqular tariff
customers is understated. However, the relationship
among the various customer classes and their relative
raies of return have not been significantly influenced
by the inclusion of total administrative and general
expense and general plant related costs. Thus, the
allocated cost of service study provides a reasonable
comparison of the revenue responsibility of each of
Green River's regular tariff customer classes.

PLEASE DESCRIBE THE RESUL OF THE ALLOCATED COST OF
SERVICE STUDY.

The results of the alloffated cost of service study are

Exhibit 15, Page 14

Case No. 90-152

Exhibit B
Page 3 of 3



Policies Act of 1978. Green River has experienced some legal and
administrative expenses as a consequence of being covered by
these aéts.

Green River argued that the only finding of fact with re-
spect to the NSA rate in the Commission's Order of November 30,
1981, was that Green River had not provided any computations
showing the level of expenses, other than regulatory assessment’
and trade association dues, incurred in.providing service to NSA.
Green River contended that putting an exact dollar amount on the
cost of serving NSA was not necessary to support its requested
increase, as rates do not have to be based on cost of service.
Green River further argued that NSA as a member of Green River
should share in paying the costs of'operating Green River whether
or not those costs would continue if NSA were no longer a membef
of Green River. The Commission agrees with Green River that
rates do not have to be based strictly on cost of service and
that NSA's rate should include some contribution to Green River's
overhead. Since 1975 tﬁe amount of revenue retained by Green
River from the NSA rate that is available to contribute to Green.
River's overhead has decreased by $56,283 while Green River's
operating expenses have increased.

NSA contended that Green River had not pointed out any
material facts clearly overlooked by the Commission nor presented
any arguments that were not previously made in its application or
1;/.9 brief. |

w»

' -6- .
x ' Exhibit C
% g Page 1 of 1

£ case No. 8252




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

August 31, 1999

To: All parties of record

RE: Case No. 99-162

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,

Sterrad B

Stephanie Bell
Secretary of the Commission

SB/hv
Enclosure
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{onorable Frank N. King
Attorney at Law

Dorsey, King, Gray & Norment
318 Second Street

Henderson, KY 42420

Dean Stanley

General Manager

Green River Electric Corporation
3111 Fairview Drive

P. O. Box 1389

Owensboro, KY 42302 1389

Charlye Jo Griggs

Director of Office Services
Henderson Union Electric
Cooperative Corporation
6402 Old Corydon Road

P. O. Box 18

Henderson, KY 42420 0018

Honorable Michael L. Kurtz
Counsel for KIUC

Boehm, Kurtz & Lowry

2110 CBLD Center

36 East Seventh Street
Cincinnati, OH 45202




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF GREEN RIVER ELECTRIC
CORPORATION AND HENDERSON UNION
ELECTRIC COOPERATIVE CORPORATION FOR
APPROVAL OF RATE DECREASE FOR KENERGY
CORP., CONSOLIDATION SUCCESSOR

CASE NO. 99-162

ORDER

On May 20, 1999, Green River Electric Corporation ("GREC") and Henderson
Union Electric Cooperative Corporation ("HUECC") jointly applied, pursuant to KRS
278.455, for approval of a 4-percent reduction in the rates for their non-direct serve
member-customers. The proposed rate adjustment was to become effective upon July
1, 1999 when GREC and HUECC consolidated and formed Kenergy Corporation
("Kenergy"). Finding that the application did not comply with KRS 278.455, the
Commission, on July 1, 1999, rejected it and directed the applicants to bring the
application into compliance with KRS 278.455 or Administrative Regulation 807 KAR
5:001, Section 10.

On August 16, 1999, Kenergy filed an amended application pursuant to 807 KAR
5:001, Section 10, and requested deviations from certain filing requirements specified in
that regulation. Kenergy also requests that the proposed rate reduction for non-direct

serve member-customers become effective on September 1, 1999 or, in the alternative,

be suspended for one day and then take effect subject to change. Kenergy has also




moved that the Commission reduce the required notice period for the proposed rate
reduction to 15 days.

In response to Kenergy’s motion and application, Kentucky Industrial Utility
Customers ("KIUC") has advised the Commission that Kenergy's proposed rate
reduction should be permitted to take effect subject to change after hearing. KIUC,
however, contends that Kenergy's request for a deviation from the requirement of
Administrative Regulation 807 KAR 5:001, Section 10, for a cost-of-service study
requirement should be denied. In support of its position KIUC states, among other
things, that a cost-of-service study is key evidence in determining which customer
classes share in the rate reduction. KIUC further contends that longstanding
Commission policy requires that in the absence of a cost-of-service study a rate
adjustment should be apportioned to all rate classes on the basis of total revenue.
Granting a deviation of the cost-of-service study requirement would therefore require
significant changes to Kenergy’s proposed rate reduction.

In its reply to KIUC's response, Kenergy reiterates that the rates be permitted to
go into effect on September 1 and that the Commission grant it until September 10,
1999 to fully reply to KIUC's arguments regarding the need for a cost-of-service study.
Kenergy acknowledges that the Commission has the authority to direct the filing of a
cost-of-service study at any point in these proceedings and will not contest any
Commission directive to produce such study.

Having considered the motion and responses and being otherwise sufficiently
advised, the Commission finds that Kenergy’'s motion for deviation from the filing

requirements of Administrative 807 KAR 5:001, Section 10, and for a shortened notice




period should be granted. As Kenergy has acknowledged the Commission’s authority
to require the filing ofé cost-of-service study at a later date and has represented that it
will not contest such action, granting the motion will not prejudice the rights of any party.
The Commission will not determine whether a cost-of-seryice study should be required
until after Kenergy has fuily responded to KIUC'’s response.

Based on the application, responses, and being otherwise sufficiently advised,
the Commission ﬂ;1ds that further proceedings are necessary in order to determine the
reasonableness of the proposed rates and that such proceedings cannot be completed
prior to September 1, 1999. In such circumstances, the Commission typically suspends
the proposed rates for the maximum period of time provided for in KRS 278.190(2).
However, since the proposed rates represent a reduction in rates, there is no good
reason to deny Kenergy's customers the benefits of lower rates on an interim basis
while the merits of the application are investigated.

Nevertheless, certain specific aspects of the proposed rate reduction have
already been characterized by KIUC as being unreasonable. Thus, to protect the
interests of all concerned while still allowing customers the benefits of lower rates, the
Commission will suspend the proposed rates for one day and allow them to become
effective subject to change for service rendered on and after September 2, 1999. Any
change will operate prospectively only, thereby eliminating any potential for retroactive
adjustments.

The Commission further finds that since its statutory authority to review rate

applications is limited by KRS 278.190(3) to ten months, and as final decision in this




matter should be rendered before that time, the proposed rates approved herein should
remain in effect only until issuance of a final rate order.

IT IS THEREFORE ORDERED that:

1. Kenergy's requested deviations from Administrative Regulation 807 KAR
5:001, Section 10, are granted.

2. Kene