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* * * INTER-COUNTY E N E R G Y  * f * 
I N C O M E  STATEMENT - D E T A I L  

AlJGUST 017 2005 - JULY 31, 201 
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Inter County Energy 
Case No. 2006-0041 5 

July 3 1,2006 

Payroll Adjustment 

To reflect the increase granted by the Board of Directors, the step increases granted and 
promotions during the year. To give recognition to employees terminated and employees 
hired during the test year. Salaried employees that have overtime wages during the test year 
were hourly until they became salaried, at which time overtime was discontinued. Overtime 
pay is calculated at 1 - 1/2 times regular pay rate for hours worked in excess of 8 hours per day. 

Employees were granted wage rate increases on November 1,2006, based on its Wage & 
Salary Plan. Additional increases were given to employees who were below the 
midpoint for their pay rates and ,job classifications. 

Inter County hired a part time employee. This employee was normalized at the same rate and 
hours during the test year. 

Employees may elect to be paid up to 12 days, or 96 hours, for unused sick pay. The Board 
has allowed this since it is determined to be more economical to pay accumulated sick pay 
than to hire additional employees for the time off for sick leave. 

There are no union employees. 

Wage and salary increases are as follows: 

Increase 

2006 
2005 
2004 
2003 
2002 

3.0% 
3.0% 
3.5% 
3.0% 
3.0% 

The amount of increase was allocated based on the actual test year. 

Projected wages $3,435,724 

Actual wages for test year 3,246,74 1 

Adjustment 

The allocation is on the following page: 

$1 88,983 
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Witness: Alan Zumstein 
Inter County Energy 

Case No. 2006-004 15 

Allocation of increase in payroll: 

107.20 
108.80 
1 63 .OO 
184.00 
242.51 
4 16.00 
580.00 
583.00 
584.00 
586.00 
587.00 
588.00 
590.00 
593.00 
593.10 
594.00 
595.00 
598.00 
90 I .OO 
902.00 
903 .OO 
908.00 
909.00 
920.00 
926.00 
930.00 
935.00 

Construction work in progress 
Retirement work in progress 
Stores 
Transportation 
Employee sick leave 
Non operating accounts 
Operations 
Overhead line 
Underground 
Meter 
Consumer installation 
Miscellaneous distribution 
Maintenance 
Overhead line 
Right of way 
TJnderground 
Transfonners 
Miscellaneous maintenance 
Supervision, customer accounts 
Meter reading 
Consumer records 
Consumer assistance 
Consumer information 
Administrative 
Employee benefits 
Miscellaneous 
Maintenance general plant 

Total 

Labor 
Distribution 

1,022,766 
1 16,730 
42,999 

112,867 
2,150 

32,803 
354,413 

4,192 
143,488 

10,454 
80,646 
18,472 

149,958 
16,532 
11,938 
6,415 

26,292 
89,348 
7,827 

412,643 
187,455 

0 
355,770 

466 
23,029 

6,176 

2=2&22u 

10,911 

Percent Allocation 

31.5% 59,532 
3.6% 6,794 
1.3% 2,503 
0.3% 63.5 
3.5% 6,570 
0.1% 12s 

19.3% 36,437 

7.1% 13,365 

15.7% 29,675 

5.8% 10,911 

11.9% 22,435 
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Witness: James Jacobus 

Inter County Energy 
Case No. 2006-004 15 

Employee Information 
July 3 1,2006 

The following is a list of employees added during the test year, and the employees that were 
replaced, or reason for hiring the employees. 

Employee 
-- Hired 

5507 
5509 

Reason 

Replaced retired employee 
Replaced promoted employee 

The following is a list of employees terminated, and the date. 

Employee 
Number 

2289 
443 9 

Month 
Retired 

11/05 
03/06 

443 9 
5545 
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Witness: James Jacobus 
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Inter County Energy 
Case No. 2006-00415 

Compensation of Executive Officers 
July 3 1, 2006 

<---- Test Year ----> Employees 
Percent of who 

Salary Increase Date Report 

President & CEO 125,000.00 10.4% 07/01-05 all 
VP, Customer Services 70,000.00 23.0% 11/01-06 21 
VP, Finance & Accounting 74,750.00 20.1 % 11/01-06 4 
VP, Operations 80,000.00 43.6% 11/01-06 37 

First Preceding Year 
Percent of 

Salary Increase Date 

President & CEO 113,235.00 12.1% 07/0 1-04 
VP, Customer Services 56,890.00 12.0% 11/01-05 
VIP, Finance & Accounting 62,250.00 4.9% 11/01-05 
VP, Operations 55,720.00 2.8% 11/01-05 

Second Preceding Year 
Percent of 

Salary Increase j3iA.e. 

President & CEO 100,980.00 6.0% 07/0 1-03 
VP, Customer Services 50,785.00 0.0% 11/01-04 
VP, Finance & Accounting 59,370.00 0.0% 11/01-04 
VP, Operations 54,185.00 8.4% 11/01-04 
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Witness: James Jacobus 
Inter County Energy 

Case No. 2006-004 15 
Compensation of Executive Officers 

July 3 1,2006 

President & CEO Duties and Responsibilities 

It is the responsibility of the President & CEO to report directly to the Board of Directors 
in implementing the Board policies and directives. 

VP, Customer Services 

Plan and organize to serve members with efficient work. Investigate member concerns that 
have not been satisfied by other employees. Analyze electric sales revenues, collections, 
delinquents, write-offs and penalty charges for efficiencies. Maintain knowledge of laws and 
regulations governing the operations of Inter County Energy. Participate in community events 
and programs. Reports directly to thepresident & CEO. Directs preparation of daily cash 
transactions. Certifies the monthly IJniform Fuel Adjustment regulation and submits to PSC. 
Reports directly to thepresident & CEO. 

VP, Finance and Accounting 

Coordinates all audit efforts by various agencies. Maintains financial status of Cooperative by 
developing budgets and financial statements. Collaborates with other Vice Presidents to fill any 
vacant positions. Assists and advises other departmeents as requested in the preparation of 
departmental budgets. Maintains all information related to accounting as needed. Determine 
short term cash investments and long term cash requirements. Assists in the development of 
information necessary for long term loan applications. Review financial information to ensure 
compliance with regulatory agencies. Ensure taxes are properly prepared and filed on a timely 
basis. Reports directly to the President & CEO. 

VP, Operations and Engineering 

Collaborates with Construction and Maintenance Supervisors and Contractors on a daily basis 
for operational needs. Prepares and presents the CEO an annual capital and expense budget. 
Plan and organize to serve members with eficient work. Promote fast, dependable electric 
service to the members and maintain power quality. Maintain knowledge of local and national 
laws and regulations governing the operations of Inter County Energy. Reports directly to the 
President & CEO. 



Inter County Energy 
Case No. 2006-0041 S 
Employee Earnings and Hours 
July 3 1,2006 

Wage Wage 
Employee Rate Rate 

Number 01-Nov-2004 01-Nov-2005 

Salaried Employees: 
2220 33.86 
3215 26.75 
3360 24.76 
3392 57.42 
3684 30.97 
4597 29.11 
5503 22.26 
5571 18.27 
5594 30.65 
6607 3 1.25 
664 1 32.12 

Subtotal Salaried employees 

Hourly Employees: 
1162 18.73 
220 1 17.17 
2202 18.68 
2212 19.43 
2219 2 1.30 
2224 16.25 
2258 13.81 
2266 22.21 
2279 11.60 
2280 12.50 
228 I 12.50 
2283 12.50 
2287 21.19 
2288 20.60 
4528 26.60 
4568 24.97 
4595 24.97 
5506 13.53 
5507 13.54 
5508 26.72 
5509 20.86 
551 1 24.00 
5514 26.60 
5517 24.97 

34.88 
27.55 
27.07 
60.10 
3 1.90 
3 1.49 
23.43 
18.27 
31.57 
32.78 
36.06 

21.65 
17.69 
19.24 
20.01 
22.4 1 
16.74 
15.47 
22.88 
13.84 
14.65 
14.65 
14.65 
22.28 
21.51 
27.40 
25.72 
25.72 
13.94 
13.54 
27.87 
20.96 
24.72 
27.40 
25.72 

Wage 
Percent Rate 
Increase 01-Nov-2006 

3.01% 
2.99% 
9.33% 
4.67% 
3.00% 
8.18% 
5.26% 
0.00% 
3.00% 
4.90% 

12.27% 

15.59% 
3.03% 
3.00% 
2.99% 
5.21% 
3.02% 

12.02% 
3.02% 

19.31% 
17.20% 
17.20% 
17.20% 
5.14% 
4.42% 
3.01% 
3.00% 
3.00% 
3.03% 
0.00% 
4.30% 
0.48% 
3.00% 
3.01% 
3.00% 

35.93 
28.38 
28.85 
60.10 
33.65 
32.50 
24.14 
19.58 
32.5 1 
33.77 
38.46 

23.91 
18.22 
19.82 
20.61 
23.08 
17.24 
16.97 
23.57 
15.27 
16.12 
16.12 
16.12 
23.58 
23.21 
28.22 
26.49 
26.49 
14.36 
17.18 
28.76 
21.59 
25.46 
28.22 

Exhibit I 
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Witness: James L. Jacobus 

Date of 
Percent last 
Increase Increase Reason for increase 

3.01% 
3.01% 
6.58% 
0.00% 
5.49% 
3.21% 
3.03% 
7.17% 
2.98% 
3.02% 
6.66% 

10.44% 
3.00% 
3.01% 
3.00% 
2.99% 
2.99% 
9.70% 
3.02% 

10.33% 
10.03% 
10.03% 
10.03% 
5.83% 
7.90% 
2.99% 
2.99% 
2.99% 
3.01% 

26.88% 
3.19% 
3.01% 
2.99% 
2.99% 

I 1/01-05 
11/01-05 
1 1/0 1-05 to market rate 
05/0 1-06 effective 05/0 1-06 
11/01-05 to market rate 
1 1 /0 1-05 to market rate 
11/01-05 
10/25-05 90% of market 
11/O1-05 
11/01-05 
01/01-06 promotion 

11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
I 1/01 -05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
I 1 /0 1 -05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 

26.49 2.99% 11/01-05 

to market rate 

to market rate 

90% of market 
95% of market 
95% of market 
95% of market 
50% of market 
to market rate 

213 of market 
to market rate 



Inter County Energy 
Case No. 2006-0041 5 
Employee Earnings and Hours 
July 3 I ,  2006 

Wage Wage 
Eniployee Rate Rate 

Number 0 I-Nov-2004 0 1 -Nov-2005 

5523 
5534 
5535 
5540 
5542 
,5543 
5545 
5546 
5547 
5549 
5564 
5569 
5574 
5575 
5586 
5596 
5598 
5599 
6104 
6590 
6616 
6625 
6627 
6629 
6648 
6652 
6663 

24.97 
22.80 
24.00 
24.97 
24.51 
24.97 
24.97 
24.97 
24.97 
28.23 
22.94 
24.97 
13.95 
13.95 
21.60 
27.14 
24.97 
24.97 
16.92 
26.60 
16.74 
15.44 
16.24 
15.45 
18.00 
13.09 
19.27 

25.72 
24.66 
24.72 
25.72 
26.03 
25.72 
25.72 
25.72 
25.72 
29.08 
24.60 
2.5.72 
16.65 
16.65 
23.43 
27.95 
26.23 
25.72 
17.43 
27.40 
17.24 
16.26 
17.92 
16.12 
20.34 
13.73 
20.20 

Wage 
Percent Rate 
Increase 0 I -Nov-2006 

3.00% 
8.16% 
3.00% 
3.00% 
6.20% 
3.00% 
3 .00% 
3.00% 
3.00% 
3.01% 
7.24% 
3.00% 

19.35% 
1 9.3 5% 
8.47% 
2.98% 
5.05% 
3.00% 
3.01% 
3.01% 
2.99% 
5.31% 

10.34% 
4.34% 

13.00% 
4.89% 
4.83% 

26.49 
25.45 
25.46 
26.49 
26.81 
26.49 
26.49 
26.49 
26.49 
29.95 
25.77 
26.49 
19.09 
19.09 
25.45 
28.79 
27.89 
26.49 
17.95 
28.22 
17.95 
16.75 
18.94 
16.60 
22.91 
14.14 
20.94 

Exhibit 1 

Witness: James L. Jacobus 
P%dQ)flb 

Date of 

Percent last 
Increase Increase Reason for increase 

2.99% 
3.20% 
2.99% 
2.99% 
3.00% 
2.99% 
2.99% 
2.99% 
2.99% 
2.99% 
4.76% 
2.99% 

14.65% 
14.65% 
8.62% 
3.01% 
6.33% 
2.99% 
2.98% 
2.99% 
4.12% 
3.01% 
5.69% 
2.98% 

12.64% 
2.99% 
3.66% 

11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
1 1/0 1-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01-05 
11/01--05 
11/01-05 

to market rate 

to market rate 

75% of market 
75% of market 
to market rate 

50% of market 

95% of market 

to market rate 

2nd to 1st class lineman 

to market rate 
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Inter County Energy 
Case No. 2006-004 15 

Payroll Taxes 

The employer's portion of FICA and medicare rates remain the same for 2007 as they were 
for 2006. The FICA rate is 6.2% and medicare is 1.45%. The wage limit increases from 
$90,000 in 200.5 to $94,200 in 2006 for FICA; all wages are subject to medicare. 

Federal unemployment rates are 0.80% for the first $7,000 of wages and state unemployment 
rate is 0.60% for the first $8,000 of wages. 

Proposed FICA amounts 
FICA 
Medicare 

Proposed FUTA 
Proposed STJTA 

Test year amount 

Test year FUTA 
Test year SUTA 

FICA and Medicare 

210,837 
49,s 18 

260,655 
3,477 
2,980 267,112 

245,724 
3,578 
3,054 252,356 

Increase 14,756 

Adjustment: Percent Amount 

107 

580 
590 
90 I 
908 
912 
920 

163 - 416 
Capitalized 
Clearing and others 
Operations 
Mainteneance 
Constuner accounts 
Customer service 
Sales 
Administrative and general 

36.6% 5,401 
3.6% 53 1 

19.3% 2,848 
7.1% 1,048 

15.7% 2,3 I7  
5.8% 8.56 
0.0% 0 

11.9% 1,756 

100.0% $14,756 

State umemployment (SUTA) wage rates are as follows: 

2006 0.60% 
2004 0.50% 
2003 0.40% 
2002 0.40% 
2001 0.40% 
2000 0.40% 



0 0 0 0 0 0 0 0 0 0 0  
0 0 0 0 0 0 0 0 0 0 0  

W M M W M W W W M W M  
0" 0" 0" 0, 0, 0, 0" 0, 0" 0" 0, 

w w w w w w w w w w w  
m m m (n m in m m m m m 

8 8 8 8 8 8 8 8 8 8 8  
0 0 0 0 0 0 0 0 0 0 0  
t-̂ t-̂  r-- t- r." t-, r-" r-" r-" r-" c-- 

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  
0 0 0 0 0" 0, 0" 0" 0" 0" 0, 0, 0" 0, 0. 0- 0" 0" 0- 0, 
m" w* 00" M " M  M M 00 00 M M 00 M 00 w 00 00 w M M 

w w w w w w w w w w w w w w w w w w w w  
m m un m m m m I n  10 m m m m m m m tn m I n  I n  

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  

r- r-" r-" r-" r-" r." r-" < r-" r-" t-" r-* t-" vm r-" r-" G t-" t-" r-" 
8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8  



e, 

9 z 

w w w w w w w w w w w w w w w w w w w w w w w w w w w w w w w  
d d d d d d d d d d d d d d d d d d d d d d d d d d d d d d d  

w w w w w w w w w w w w w w w w w w w w w w w w w w w w w w w  
m m m m m m m m m m m m m m m m m m m m m m m m m m m m m m m  

13 13 1 3 4  

W 
d 

5 

0 
0 

2 
0 
d 

W 
m : 

0 
0 

2 
m 
m 

t- 
W 

W 
*" 
m 

0 
N 

3 
3 

z 

rl 

13 
00 

2 

0 
N 

3 
3 

a 

u, 

0 
N 

m 

N 
W" 

v1 
a> e, 
h 
0 
3 

0 g. 
x 
1 
0 
I: 
cd 
0 

1 
v) 

.... 
I.. 

.... 
.e-' 

25 



0 0  0 \D m W \ D  
m m  
W W  

0 0  o r- r- 
rr) 

m m  
9, 

0 0  0 W m v ) W  
m m  
W W  

W 0 0  
m 
W 

0 0  
d- 

W 0 0  
m 
W 

W 0 0  
m 
W 

i? 





1 

2 

3 

4 

9 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Exhibit 3 

page I of 6 
Witness: Alan Zumstein 

Inter County Energy 
Case No. 2006-0041 5 

July 31,2006 

Depreciation E x p m  

Depreciation is computed on a composite basis. The ending plant balance is mulitplied by 

rates that are within RTJS approved guidelines. Depreciation rates and procedures follow 

RUS Bulletin 183-1. Inter County Energy has never had a depreciation study performed, and 

is not submitting a study with this application. 

Depreciation on transportation equipment is charged to a clearing account. Transportation 

costs are then cleared to various accounts based on miles driven for each vehicle from the 

daily time sheets of employees driving the vehicles. 

Items of general plant that are fully-depreciated have been removed from the calculation 

in order to determine the normalized depreciation cost. These amounts have been separated 

on the right had column of the normalized calculation. 
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Witness: Alan Zumstein 

Inter County Energy 
Case No. 2006-004 15 

Depreciation Guideline Curve 
July 3 1,2006 

Distribution 

Plant in 

Service 

68,3 15,O 17 

64,377,390 

60,699,832 

57,700,293 

54,618,065 

34,469,259 

32,897,721 

3 1,264,971 

29,348,25 1 

28,055,578 

Accumulated 

Deprec 

for 

Distribution 

13,075,63 1 

1 1,662,562 

10,44 1,99 1 

9,208,504 

7,944,824 

6,102,375 

5,991,225 

5,708,752 

5,502,712 

5,114,874 

Ratio of Current 

Distribution Plant 

Reserve to Distribution 

Ratio Plant 10 Years Prior 

19.14% 1.98 

18.12% 1.96 

17.20% 1.94 

15.96% I .97 

14.55% 1.95 

17.70% 

18.21% 

18.26% 

18.75% 

18.23% 
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Inter County Energy 
Case No. 2006-004 15 

July 3 1 , 2006 

Adjustment for Interest on Lon? Term Debt 

The adjustment for interest on long-term debt results in an increase of $327,127. 

Interest on short term borrowings in the amount of $1 80,415 has been removed. 

This adjustment has been calculated by multiplying the test year end debt amounts 
by the interest rates in effect at the end of the test year for each loan. 

RTJS loans 837,405 
FFR loans 1,228,945 
CFC loans 426,328 

Total annualized interest 2,492,677 

Test year interest expense 2,165,550 

Adjustment 327,127 

Exhibit 5 
page 1 of 4 
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Type 

(4 

of 
Debt Issued 

RUS loans 
OB210 
OB220 
1B230 
1B240 
1B250 
1B260 
1 B270 
1B280 
1 B290 
1B300 
1B310 
1B320 
1B330 
lB340 
IB350 
1B360 
1B36.5 
1A370 

Inter Cotinty Energy 
Case No. 2006-004 15 

Schedule of Outstanding Long-Term Debt 

Exhibit 5 
page 2 of 4 

Format 8a 
July 3 1, 2006 Schedule 2 

Date 
of 

issue 
(b) 

Jan-72 
Jun-72 
Sep-73 

Mar-75 
Jan-76 
Sep-76 

May-78 
May79 
Jan-82 

Mar-85 
May-88 

JuI-74 

Aug-77 

Aug-9 1 
NOV-93 
Mar-98 
Mar-98 

Jun-2005 

cost 
Date Rate Annualized 

Maturity Amount Maturity Col fd)xf& 
of Outstanding to cost 

FFB loans 
KO010 Sep-2005 
FO05.5 Oct-2005 

Advance payment 

Jan-2007 
Jun-2007 
S ep-200 8 

Mar-20 10 
Jan-201 1 
Sep-2011 

May-20 13 
May-20 14 
Jan-20 17 

Mar-2020 
May-2023 

JuI-2009 

JuI-20 12 

Aug-2026 
NOV-202 8 
Fe b-2 03 3 
Feb-203 3 

May-2040 

CFC loans 
900 I 
9008 
9010 
9012 
9014 
9016 
9017 
902 1 
9022 
9023 
9024 
9025 
9026 

Aug-74 
Mar-7.5 
Dec-75 
Sep-76 
Juri-77 

Mar-78 
Mar-79 
Apr-8 1 
Mar-85 
Mar-88 
Jim-9 1 
Sep-93 
Mar-98 

6,768 
18,480 
87,118 
68,682 
84,007 

154,066 
17S,897 
199,801 
22 1,235 
901,868 
824,193 
821,568 

1,438,504 
2,166,886 
2,78 1,638 
2,405,029 
2,266,143 
3,000,000 

(48,3 10) 
17,573,573 

Sep-2040 23,253,33 6 

26,447,336 
Oct-2040 3,194,000 

JLII-2009 
Mar-20 10 
Dec-20 10 
Sep-20 1 1 
Jun-20 12 

Mar-20 13 
Mar-20 14 
Apr-20 16 
Mar-2020 
Mar-2023 
Jun-2026 

Feb-2033 
Aug-2 02 8 

91,938 
43,269 
77,487 
86,7S 1 

100,542 
1 15,053 
445,736 
403,288 
4 10,984 
626,6 13 
954,156 

1,239,904 
2,104,O 13 
6,699,734 

Total long term debt and annualized cost 50,720,643 

(g) 

2.00% 
2.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 

5.125% 
3.370% 
4.700% 

ci)  

135 
370 

4,356 
3,434 
4,200 
7,703 
8,795 
9,990 

1 1,062 
45,093 
41,210 
4 1,078 
7 1,925 

108,344 
139,082 
123,2S 8 
76,369 

141,000 

Test Year 
Interest 
Cost 

205 
462 

4,809 
3,696 
4,45 1 
8,08 1 
9,157 

10,343 
1 1,402 
46,270 
4 1,954 
4 1,695 
72,727 

109,267 
140,080 
123,892 
76,946 
39,455 

- 
837.405 744.893 

4.615% 1,073,141 832,361 
4.878% 155,803 165,974 

1,228,945 998,335 

7.00% 6,436 6,976 
5.85% 2,53 1 2,628 
5.90% 4,572 4,696 
5.95% 5,162 5,263 
6.00% 6,033 6,115 
6.00% 6,903 6,967 
6.00% 26,744 26,869 
6.05% 24,399 24,3 15 
6.20% 25,48 1 25,256 
6.35% 39,790 39,3 17 
6.45% 61,543 60,676 
6.45% 79,974 78,763 
6.50% 136,761 134,480 

426,328 422,323 

Annualized cost rate [Total Col. 6) / Total Col. (d)] 
Actual test year cost rate [Total Col (k) / Total Reported in Col (d)] 

2,492,677 2,165,550 

4.91% 
4.27% 
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Type 

(a> 

of 
Debt Issued 

RTJS loans 
OB210 
OB220 
1B230 
1B240 
1B250 
1B260 
1 B270 
1B280 
1 B290 
1B300 
1B310 
1B320 
1B330 
1B340 
1B350 
1B360 
1B365 
IA370 

Inter County Energy 
Case No. 2006-004 15 

Schedule of Outstanding Long-Term Debt 
December 3 1,2005 

Date 
of 

LiaE 
(b) 

Jan-72 
Jun-72 
Sep-73 
Jul-74 

Ma-75 
Jan-76 
Sep-76 

May-78 
May-79 

Aug-77 

Jan432 
Ma-85 
May-88 
Aug-9 1 
NOV-93 
Mar-98 
Mar-98 

Jun-2005 

cost 
Date Rate Annualized 

Maturity Arnomt Maturity Col (d)x(&) 
of Outstanding to cost 

FPB loans 
WOO10 Sep-2005 
F00.5 5 Oct-2005 

Advance payment 

Jan-2007 
Jun-2007 
Sep-2008 

Mar-20 10 

Sep-20 1 1 

May-20 13 
May-20 14 
Jan-20 17 

May-2023 

Jul-2009 

Jt~1-20 I 1 

Jd-20 12 

Ma-2020 

Aug-2026 
NOV-2028 
Feb-2033 
Feb-203 3 

May-2040 

CFC loans 
900 1 
9008 
9010 
9012 
9014 
9016 
9017 
902 1 
9022 
9023 
9024 
9025 
9026 

ALI~-74 
Mar-75 
Dec-75 
Sep-76 
Jun-77 

Mar-78 
Mar-79 
Apr-8 1 

Mar-88 
Jun-9 1 
Sep-93 

Ma-85 

Ma-98 

13,730 
27,745 

105,237 
79,146 
94,035 

169,160 
190,395 
213,930 
234,83 9 
948,936 
853,959 
846,23 1 

1,470,591 
2,203,797 
2,821,572 
2,429,769 
2,300,4 10 

0 
(46,936) 

14,956,546 

Sep.-2040 19,844,622 
Oct-2040 3,6 1 1,000 

23,455,622 

Jul-2009 
Mar-20 10 
Dec-20 IO 
Sep-20 1 1 
Jun-20 12 

Mar-20 1 3 
Mar-20 14 
Apr-20 16 
Mar-2020 

Jun-2026 
Aug-2028 
Feb-2033 

Ma-2023 

1 1 1,273 
48,358 
84,902 
93,696 

107,410 
121,875 
468,032 
416,865 
420,343 
636,989 
965,730 

1,252,288 
2, I 18,489 
6,846,250 

(g> 

2.00% 
2.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5 .OO% 
5.00% 
5.00% 
5.00% 

5.125% 
2.375% 
0.000% 

( i  ) 

275 
555 

5,262 
3,957 
4,702 
8,458 
9,520 

10,697 
1 1,742 
47,447 
42,698 
42,3 12 
73,530 

IIO,190 
141,079 
124,526 
54,635 

0 

69 1,581 

3.566% 707,659 
4.058% 146,534 

854.194 

7.00% 
5.85% 
5.90% 
5.95% 
6.00% 
6.00% 
6.00% 
6.05% 

6.35% 
6.45% 
6.45% 

6.20% 

7,789 
2,829 
5,009 
5,575 
6,445 
7,313 

28,082 
25,220 
26,061 
40,449 
62,290 
80,773 

6.50% 137,702 
435,536 

Total long term debt and annualized cost 

Annualized cost rate [Total Col. 0) /Total Col. (d)] 
Actual test year cost rate [Total Col (k) / Total Reported in Col (d)] 

45,258,418 1,98 1,3 10 

4.38% 
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Inter County Energy 
Case No. 2006-004 15 

Schedule of Short Tern Debt 
J d y  3 1 , 2006 

Exhibit S 
page 4 of 4 
Format 8b 

Adjustment for Short Term Interest 

This adjustment is to remove interest on short term borrowings. It is presumed 
that the short term borrowings will be repaid as a result of additional revenues 
generated from this Application. 

Type of 
Debt Date of Date of Amount 

Instrument Issue Maturity Outstanding 
( 4  (b) ( 4  (4 

CFC 22-Mar-2006 2 1 -Apr-2006 4,700,000 

Annualized cst rate [Total col. (f) / Total col. (d)] 

Actual inteest paid, or accrued on Short Term 
Debt during the Test Year 

Inter est Annualized 
Rate Cost 
(4 (0 

5.45% 256,150 

5.45% 

180,415 
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Inter County Energy 
Case No. 2006-0041 5 

July 3 1,2006 

Financial Accounting Standard No. 106 
Employer's Accounting for Postretirement Benefits 

Inter County updated its study of SFAS No. 106. As a result, the annual 
accrual increased. Directors are not provided health insurance premiums when 
they retire, as a result, this study does not include amounts for Directors, or their 
spouses. 

Proposed annual cost 

Test year accrual 

Proposed adjustment 

275,000 

27 1,000 

4,000 

The adjustment is allocated as follows: 

Percent -~ Amount 

107 
163 - 416 
580 
590 
90 1 
908 
912 
920 

Capitalized 
Clearing and others 
Operations 
Mainteneance 
Consumer accounts 
Customer service 
Sales 
Administrative and general 

35.10% 1,404 
5.20% 208 

19.28% 77 1 
7.07% 283 

15.70% 628 
5.77% 23 1 
O.QO% 0 

11.87% 475 

39 

40 

41 

42 

100.00% $4,000 
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Witness: Alan Zumstein 

Inter County Energy 
Case No. 2006-004 15 

JUIY 3 1, 2006 

Financial Accounting Standard No. 106 
Employer's Accounting for Postretirement Benefits 

Inter County Rural Electric implemented Statement of Financial Accounting 
Standard No. 106 (SFAS 106) as of January 1, 1995. 

The journal entry to record the expense for the initial year of 1994 is as 
follows : 

Cumulative effect of change in 

Account Debit Credit 

accounting principle 435.10 602,933 

AccuIlluIated provision for pensions 

and benefits 228.30 602,933 

The updated study has been included with this response. 



W- DUDLEY SHRYOCK, CPA, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 

P.O. BOX 542 

LAWRENCEBURG, KY 40342 
145 COLLEGE STREET 

(502) 839-81 12  
MEMBER AICPA MEMBER KY S O C I I 3 3  

OF CPA'S 

July 20,2006 

Vickie Lay, VP Accounting & Finance 
Inter County Energy Cooperative 
1009 Hustonville Road 
Danville, Kentucky 40423 

Dear Vickie: 

Please find enclosed the actuarial valuation results as of January 1 , 2006 for Financial 
Accounting Standard No. 106 - Employers' Accounting for Postretirement Benefits 
Other than Pensions. 

Thc annual accrual for 2006 should be $275,000 starting when you receive this report. 

The accrual for 2006 includes current service and interest costs and amortization of 
the actuarial gains and losses. 

Using the tier coverage and the PPO helps reduce the insurance premiums and 
has helped keep the accrual from increasing so dramatically from the last study. 

If you have any questions or would like to discuss these results, please give me a call. 

Sincerely, 

W. Dudley Shryock, CPA 



Inter County Energy Cooperative 

Medical Insurance Premiums 

FAS 106 Expense as of January 1,2006 

FAS 106 Expense Components 

1. Service cost 

2. Interest cost 

3. Expected return on assets 

4. Amortization of transition obligation 

5. Amortization of actuarial (gain) / loss 

6. Total FAS 106 expense 

7. Expected pay-as-you-go expense 

Expected payments for the next 5 years 

2006 

2007 

2008 

2009 

201 0 

201 1 

$176,276 

74,921 

23,178 

$274,375 

$1 35,000 

$1 3 1,750 

$1 35,839 

$135,467 

$1 36,427 

$1 15,307 

$1 09,880 



Inter County Energy Cooperative 
Medical Insurance Premiums 

FAS 106 Obligation as of January 1, 2006 

Employees Directors T A  
I 
I 

A. Accumulated Postretirement 
Benefit Obligations (APRO) 
as of Jan~ary 1,2006: 

1. Actives not yet eligible 
2. Actives fully eligible 
3. Retirees and dependents 

4. ‘Total APBO 

B. Future accruals 

C. Total Expected Postretirement 
Benefit Obligations @PRO) 
(A4 + B) 

D. Reconciliation of Funded Status 

1. Accrued Postretirement Benefit Cost 
2. Assets 
3. 
4. Unrecognized Transition Obligation 
5. TJnrecognized (Gain) / Loss 
6. Unrecognized Prior Service Cost 
7. APBO 

Funded Status = (Dl + D2) 

(D3 + D4 + D5 -I- D6) 

$850,900 $21,000 $871,900 
153,844 40,000 193,844 

1,139,061 6,000 1 , 145,06 1 

2,143,805 67,000 2,210,805 

2,2 19,302 26,000 2,245,302 

$4,363,107 $93,000 $4,456,107 

$1,572,520 
0 

1,572,.520 

638,285 

$2,210,805 



Inter County Energy Cooperative 
Medical Insurance Premiums 

FAS 106 Obligation as of January 1,2007 

EmDlovees Directors Total 

A. Accumulated Postretirement 
Benefit Obligations (APBO) 
as of Janiiary I ,  2007: 

1. Actives not yet eligible 
2. Actives fully eligible 
3. Retirees and dependents 

4. Total APBO 

B. Future accnials 

C. Total Expected Postretirement 
Benefit Obligations (IZPBO) 
(A4 + B) 

$1,007,596 $15,000 $1,022,596 
166,92 1 50,000 2 16,92 1 

1,084,485 3,000 1,087,485 

2,259,002 68,000 2,327,002 

3,846,153 95,000 3,941,153 

$6,105,155 $1 63,000 $6,268,155 

D. Reconciliation of Funded Status 
January I ,  

2003 

1. Accrued Postretirement Benefit Cost 
2. Assets 
3. Funded Status = (D1 + D2) 
4. IJnrecognized Transition Obligation 
5. Unrecognized (Gain) / Loss 
6. ‘CJnrecognized Prior Service Cost 
7. APBO 

(D.3 + D4 + D5 + D6) 

$l,804,S 13 
0 

1,804,5 13 

522,489 

$2,327,002 



Inter County Energy Cooperative 
Medical Insurance Premiums 

PAS 106 Expense as of January I, 2006 

A. Accrued Postretirement Benefit Cost 

1. Balance January 1 , 2005 

2. Accrual for 2005 

3. Payout for 2005 

4. Balance December 3 1 , 2005 

5. Accrual for 2006 

6. Estimated payout for 2006 

7. Estimated balance December 3 1 , 2006 

1,572,521 

264,000 

(1 71,383) 

1,665,138 

274,375 

(1 35,000) 

1,8045 13 



Inter County Energy Cooperative 
Medical Insurance Premiums 

PAS 106 Expense as of January 1,2006 

A. Development of Actuarial (Gain)/L,oss during 2006 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Expected APRO as of December 3 1 , 2005 

Actual APRO as of January 1,2006 

Actuarial (gain)/loss as of January 1,2006 = (2) - (1) 

Unrecognized (gain)/loss as of December 3 1 , 2005 

Cumulative (gain)/loss = (3) -t- (4) 

10% corridor 

(Gain)/Loss subject to amortization = ( 5 )  - (6) 

Future working lifetime to expected retirement 

Amortization of (gain)/loss = (7) / (8) 

R. Amortization of  Transition Obligation 

1, 

2. 

3 .  Annual amortization 

Transition Obligation as of January 1 , 1995 

Number of years in amortization 

$1,572,520 

2,210,805 

638,285 

- 

638,285 

221,081 

4 17,205 

18 

$23,178- ~ _ _ _ _  



Inter County Energy Cooperative 
Medical Insurance Premiums 

PAS 106 Expense as of January 1,2006 

Alternate assumptions: 
Impact on obligations and expense of a 
health care cost trend increase of 1% 

Current Alternate 

Plan Assumptions % Change 

APBO 

EPBO 

FAS 106 Expense 

2,210,805 2,540,000 14.9% 

4,456,107 5,125,000 15.0% 

274,375 3 15,000 14.8% 



Inter County Energy Cooperative 

FAS 106 Assumptions 

Covered Groups 

Elicibility 

Spouse 

Medicare 

Contributions 

All eligible Directors and employees. 

Employees who have reached normal retirement, age 62. 

Directors who have reached normal retirement, age 70. 

Inter County Energy pays family medical coverage for retirees 
and their dependents. 

At age 65 retirees will commence with Medicare coverage. 

Inter County Energy will pay 100% of the premiums for employees 
reaching normal retirement age or employees with a minimum of 
ten yers of employment and upon reaching the early retirement 
age of fifty-five. Inter County Energy will continue to pay 1/2 
(one-halo of the premium for employees who have retired prior to 
October 9, 1998. 

Directors contributions will be based on the following schedule: 

Years of Employer 
Service Contribution 

15 and over 
5 to 15 

less than 5 

100% 
5 0% 
None 

Life Expectancies Per annuity tables female employees can expect to live until age 
78.2 and male employees can expect to live until age 73.8. 

Retirement, withdrawals 
and mortality 

Estimate that Directors will retire at age 70 and employees will 
retire at age 62 and will be replaced in the normal course of business. 

&pendents and future 
retirees 

Presently 77% of retirees have dependent coverage. 

Discount rate 6.50% per year. 



Inter County Energy Cooperative 

FAS 106 Assumptions 

Medical inflation rate 8.0% per year decreasing by 0.5% per year until 5.50% per year. 

Terminations Rates vary by attained age for employees. Sample rates are as 
follows: 

No. of 
& &I& Employees 

20 15% 6 
30 7% 14 
40 3% 20 
50 1% 19 
60 0% 3 

62 

Computations of policy 
premiums 

Inter County adopted a tier policy PPO where there is not a 
rate for family plans, brit additional coverage for covering spouses, 
children and bother. 

Family 
Single 
Retiree 

$702.56 
$304.14 
$2.56.37 

There are presently 62 employees, of which 54 have dependent 
coverage and 8 have single only coverage. There are 41 male 
employees and 21 female employees. 

_- Eligibility classes Based on the employees, retirees and those on disability as of 
January 1, 2006 are as follows: 

Actives not fully eligible 
Actives fully eligible 
Retirees and dependents 

Employees Directors 
59 5 
3 2 

31 0 

Total 93 7 
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Inter County Energy 
Case No. 2006-004 15 

Retirement and Security 

Inter County provides pension benefits for substantially all employees through 
participation in the National Rural Electric Cooperative Association O\JRECA) 
Retirement and Security (l2 & S) Program. It is the policy of Inter County to 
fiind pension costs accrued. R & S contributions are based on base salary at a 
rate determined by NRECA. 

The rate for 2006 was 13.40% of base wages. For the 2007, the rate is 14.07%. 
The adjustment is to normalize the R & S contributions using the rate for 2007 
and normalized base wages for full-time salary and hourly employees. 

Normalized base wages 
Salary employees 
HOLU~Y employees 

Contribution rate for 2007 

765,170 
2,406,9 14 
3,172,083 

14.07% 

Proposed contribution cost 446,3 12 

Test year R & S contributions 

Proposed acljustrnent 

365,512 

80,801 

The adjustment is allocated as follows: 

Percent Amount Adjustment : ___- 

107 
163 - 416 
580 
590 
90 1 
908 
912 
920 

Capitalized 
Clearing and others 
Operations 
Mainteneance 
Consumer accounts 
Customer service 
Sales 
Administrative and general 

35.10% 28,358 
5.20% 4,204 

19.28% 15,579 
7.07% 5,714 

15.70% 12,688 
5.77% 4,665 
0.00% 0 

1 1.87% 9,592 

100.00% $80,801 



National Rural Electric 
Cooperative Association 

A Touchstone Energ'Coopemrive 
SEP 19 2006 

INTER CO. ENERGY 
DANVILLE, KY 

Date: September 18,2006 

To: General Mcanager 

cc :  Benefits Administrator 

From: 

RE: 

Scott Spencer, Senior Vice President, NWCA Insurance Rt Financial Services 

Retirement Security Plan Contribution Rates For 2007 

Enclosed, you will find your system's Retirement Security (RS) Plan contribution rate for 2007. 
The new rate, shown at the bottom of the System Cost column, will apply for the plan year 
beginning J~~UZLT-Y 1,2007, unless your Board of Directors amends your curIent plan." 

The enclosed sheet also shows your contribution rate history from 1988. In addition, it shows 
rates from moratorium years when systems were not billed for contributions. You will likely 
notice an increase in your contribution rate for 2007. The increase is due to recent plan 
experience, including the irnpact of a low interest rate environment which increases plan 

' liabilities. 

While N m C A  realizes that a rate increase is a challenge for some members to incorporate into 
their budgets, we also hope that yoti will take a few moments to consider the value of the pension 
plan you are offering to your employees. At a time when defined benefit pension plans are 
becoming rarer in the marketplace, the RS Plan remains strongly funded and well managed- 
qualities that will allow the Plan to provide retirement security to future generations of electric 
cooperative employees. 

The 2007 contributions will be collected through the monthly self-bil 

benefit improvement has b 

Enclosures 
SS-05-0 53A 

*Your contribution cost is applied as a percentage of each participant's 
effect on November 15, 2006, which is that participant's effective salary for 



NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 
Retirement and Security Program 

System #: 0 1-1 8027-001 Pian ID: RNROIA 

Name: INTER-COUNTY ENERGY CO-OP, CORP. 

Year 
1988 

. 1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
3.00 1 
2002 
2003 
2004 
2005 

,2006 
2007 

Benefit 
Level 
1.60 
1.60 
1.60 
I .60 
1.60 
1.60 
I .60 
1.60 
1.60 
1 .EO 
I .60 
1.60 
1 .EO 
1.60 
1.60 
1 .EO 
1.60 
1.60 
1 .60 
1.60 

System 
cos t  
5.70 
7.20 
8.60 
9.70 
1 1.70 
12.20 
13.62 
13.62 
11.97 
9.50 
9.86 
10.04 
10.04 
10.56 
10.93 
11.47 
12.31 
12.99 
'1 3.40 
14.07 

Employee 
Contribution Plan COLA 

0.00 62 No 
0.00 62 No 
0.00 62 No 
0.00 62 N O  

0.00 62 No 
0 00 62 No 
0.00 62 N O  

0.00 62 No 
0.00 62 No 
0.00 62 No 
0.00 62 No 
0.00 62 No 
0.co 62 NO 
0.00 62 No 
0.00 62 No 
0.00 62 No 
0.00 62 No 
0.00 62 No 
0.00 62 No 
0.00 62 No 

Average 
Age 
45 
45 
45 
45 
46 
45 
45 
45 
44 
44 
44 
45 
45 
44 
45 
45 
46 
46 
45 
45 

100% Death 
Benefit 

No 
No 
No 
NO 
No 
No 
No 
NO 
No 
No 
No 
No 
No 
No 
No 
No 
N O  
No 
No 
No 

Salary 

BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 
BS 

Type 

Billing Rate History 
, 

1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 

Year 

- Employee Contributions Pre Moratorium Moratorium (No Contributions) 

Post Moratorium Partial Moratorium 

Note: Rates are for the plan in effect a s  of January I for each year. 
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Adjustment for Donations 
July 31, 2006 
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remove the donations is $1 1,659. 
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Line 
No. 

Format 30 
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Witness: Alan Zumstein 

Inter County Energy Cooperative 
Case No. 2006-00415 

Account: 426 .. Other Income Reductions 
July 31, 2006 

1. Donations 

2. Civic activities 

3. Political activities 

4. Other 

5. Total 

Item 
(a) 

Amount 
03 

11,583 

76 

11.659 
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41 

42 
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&& 

081.1 7-05 
0810 1-05 
0911 3-05 
10104-05 
1011 7-05 
11/15-05 
1 1 I1 5-05 
1 1 / I  “7-05 
12/07-05 
12/08-05 
01 / I  0-06 
0113~-06 
0211 3-06 
0211 3-06 
02122-06 
02/22-06 
03/09-06 
03/09-06 
03/28-06 
0411 7-06 
0411 2-06 
0411 2-06 
04/26-06 
0511 1-06 
05/1 0-06 
0511 0-06 
05/22-06 
05/22706 
05/22-06 
05/31-06 
06/08-06 
0711 2-06 
0711 2-06 
07/12-06 
0711 2-06 
0711 2-06 
0712 1-06 
0712 1-06 
07/28-06 
0713 1-06 
08/02-06 
08/08-06 
08/08-06 
07/31 -06 
07/31 -06 
08/31-05 

Check 
Number 

18‘7389 
187399 
187735 
1881 09 
188228 
188432 
188432 
188436 
188758 
188781 
1891 53 
189415 
189565 
189574 
189660 
189668 
189766 
189766 
189969 
I90115 
1901 51 
1901 57 
190245 
190343 
19041 7 
190422 
190537 
190539 
I90540 
190600 
190769 
I 9 1  110 
191117 
191118 
191126 
191136 
191170 
191184 
191237 
I91  257 
191278 
191 292 
191314 
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Witness: Alan Zumstein 
inter County Energy Cooperative 

Case No. 2006-00415 
Donations Account 426.00 

,July 31, 2006 

Payee Amount Description 

David Preston 
Community Arts Center 
Visa 
Forkland Community Ctr 
Marion Chamber of Commerc 
Visa 
Visa 
United Way 
KAEC 
Visa 
Visa 
KAEC 
Mercer Co APES 
Stanford Vol Fire Dept 
Marion Co Jr Miss 
Ky Special Olympics 
Visa 
Visa 
K E T  
Visa 
Friends of Education 
Lincoln Co Conservation 
Visa 
Visa 
City of Liberty 
Gestemane Baptist Church 
NAACP 
Nolin Rural Electric 
NRECA International Found 
Crab Orchard City 
Perryville Commemorations C 
Children’s Wish Found 
Haggin Memorial Hosp 
lJnited Way 
Manna 
St Jude Child Hosp 
Muscular Dystrophy Assoc 
Visa 
Lincoln Co HS 
Marion Co H S  Boosters 
Rexel Southland 
Lowe’s Business Acct 
Visa 
EKPC 
Charitable organizations 
CFC 

100.00 x Tobacco cutting pirze 

500.00 x Claud Richards fire donate 

100.00 x Donation 

1,000.00 x Donation 

25.00 x Hubert Ellis memorial 

31.66 x Gravel Switch fest gift 
28.02 x BPW banquet gift 

500.00 x Donation 
1,587.89 x 4-H donation 

24 85 x Mercer Chamber banquet gift 
15.25 x Baptist Ch donate turkey 

1,587.89 x 4-H donation 
100.00 x Donation 
250.00 x Donation 
200.00 x Donation 

50.00 x Donation 
50.75 x Marion Chamber door prize 
31.67 x Big Bros/Bis Sis prize 

100.00 x Donation 
444.24 x Project graduation gift 

50.00 x Donation 
200.00 x Donation 

94.09 x Appliances donation 
186.92 x March of Dimes 
200.00 x Casey Co 4th 

100.00 x Donation 
107.55 x Young Farmers banquet prize 

1,000.00 x Donation 
200.00 x 4th celebration 
500.00 x Donation 
50.00 x Donation 

200.00 x Donation 
100.00 x Donation 
100.00 x Donation 
50.00 x Donation 

100.00 x Donation 
15.76 x Relay for Life 

500.00 x Donation 
100.00 x Donation 
75.67 x Mat1 for Boyle Co Fairgrounds 

7.58 x Mat1 for Boyle Co Fairgrounds 
35.00 x Golf Tourney gift 

(2,664.35) x Cost share 
1,713.26 x Donate electric grills 
1,860.60 x Integrity Fund 

50.00 x Nellie Osborne memorial 

Remove for rate making 

11,659.30 

11,659.30 
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Witness: Alan Zumstein 

Inter County Energy Cooperative 
Case No. 2006-00415 

July 31, 2006 

Professional Services Expenses 

This adjustment is to remove items that are normally excluded for rate- making 
purposes. Among the expenses excluded are attorney health and dental insurances 
and gifts. Costs for the Legislative Conference have been removed. The per diem to 
attend the legal seminar's have also been removed. 

The expenses for the new loan services were not removed since legal services are 
required each time Inter County appies for a loan. 

During the test year, Inter County's attorney retired. Another law firm was selected to 
repalce the retired attorney. The total retainers paid for the test year was $6,700. The 
annual retainer fee will be $7,200, or $600 for 12 months. 

The Board of Directors has a resposibility to select an attorney to represent the board 
and the cooperative to maintain the legal entity. The duties and responsibilities of the 
attorney are to perform routine services, special services and other services for the 
cooperative. The monthly retainer fee is $600, plus mileage. Services are billed at 
the normal hourly billing rates for the attorney and his staff. 

A copy of the audit agreement is attached. 

Inter County employed East Kentucky Power Cooperative's 
conduct various internal audit services. This is expected to 

Internal Audit staff to 
continue into the future. 

Financial planning services were also provided by NISC, and Scott Luecal. Since this 
is nonreccuring, the expenses have been removed for rate-making purposes. 
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2 
3 
4 
5 
6 

7 
8 
9 
10 
1 1  

12 
13 
14 

15 
16 
17 
18 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

47 
48 
49 
50 
51 

52 
53 
54 
55 
56 
57 
58 
59 
60 

Date 

Legal 
09/09-05 
08/01 -06 
0811 0-05 
08/29-05 
08/01 -05 
0810 1 -0 5 
0811 0-05 
09/02-05 
09/13-05 
09/02-05 
~9102-05 
0911 3-05 
0911 3-05 
10/04-05 
10/12-05 
10/04-05 
10104-05 
12/08-05 
1 1 / I  0-05 
I 1 / I  7-05 
11/15-05 
1 Ill 0-05 
1 111 0-05 
I 1 / I  0-05 
1 111 0-05 
01/10-06 
01 /I 0-06 
12/07-05 
1211 3-05 
12/07-05 
12/07-05 
12/07-05 
01/23-06 
01/26-06 
0111 1-06 
01 /I 1-06 
02/13-06 
02/08-06 
0311 0-06 
03/10-06 
0311 0-06 
0411 7-06 
0411 7-06 
03/03-06 
0311 3-06 
03/03-06 
0411 2-06 
04/26-06 
04/28-06 
0411 2-06 
05/09-06 

Check 
Number 

187707 
187406 
187474 
187645 
18741 5 
187400 
187463 
187752 
187849 
187757 
187746 
187822 
187822 
188113 
188099 
188116 
1881 07 
188781 
188529 
18861 3 
188580 
188514 
188514 
188514 
188501 
1891 53 
1891 53 
188850 
188934 
188854 
188832 
188841 
189345 
189385 
1891 70 
189339 
189577 
189539 
189769 
189769 
189769 
790115 
190115 
189809 
189873 
189814 
I901 89 
190243 
190272 
1901 69 
190330 

Inter County Energy Cooperative 
Case No. 2006-00415 

Professional Services Expenses 
July 31, 2006 

Payee 

Visa 
NRECA 
Toy Box Catering 
Toy Box Catering 
KREC Benefit Plan 
Wm Dishman 
Wm Dishman 
NRECA 
Toy Box Catering 
KREC Benefit Plan 
Wm Dishman 
Wm Dishman 
Wm Dishman 
NRECA 
Toy Box Catering 
KREC Benefit Plan 
Wm Dishman 
Visa 
NRECA 
Toy Box Catering 
KREC Benefit Plan 
Wm Dishman 
Wm Dishman 
Wm Dishman 
Bill Barnett 
Wm Dishman 
Visa 
NRECA 
Toy Box Catering 
KREC Benefit Plan 
Bill Barnett 
Wm Dishman 
Toy Box Catering 
NRECA 
Bill Barnett 
Bill Barnett 
Toy Box Catering 
Sheehan, Barnett, Hays & Dean 
James Wm Barnett 
James Wm Barnett 
James Wm Barnett 
Visa 
Visa 
NRECA 
Toy Box Catering 
Sheehan, Barnett, Hays & Dean 
NRECA 
Toy Box Catering 
Frost, Brown, Todd, LLC 
Sheehan, Barnett, Hays & Dean 
Sheehan, Barnett, Hays & Dean 

Hours & 
Amount Bill Rate 

1,347.1 7 
0.86 
9.27 
9.28 

867.44 
400.00 

1,250.00 
0.86 
9.27 

867.44 
400.00 
250.00 

4,738.64 
0.86 
9.27 

867.44 
400.00 
153.93 

0.86 
16.86 

867.44 
400.00 
500.00 
82.45 

250.00 
1,071 . I3  

199.70 
0.86 

16.86 
867.44 
250.00 
400.00 

16.86 
1,240.00 

600.00 
180.00 $1 501hr 

9.27 
600.00 
750.00 
72.98 

31 8.91 
470.77 
288.39 

2.58 
9.27 

600.00 
0.86 
9.99 

720.00 
600.00 
780.00 $150/hr 
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Description 

NRECA legal seminar expenses 

Special Bd mtg meal 
Bd meal 

Retainer 

x 24 hr accident 

x Medical insurance 

x NRECA legal seminar per diem 
x 24 hr accident 

Bd meal 
x Medical insurance 

Retainer 
Special Bd mtg 
New loan services 

x 24 hr accident 
Bd meal 

x Medical insurance 
Retainer 
KAEC legal seminar 

x 24 hr accident 
Bd meal 

x Medical insurance 
Retainer 

x KAEC legal seminar per diem 
KAEC legal seminar mileage 
Retainer 

Legal seminar air fare 

Bd meal 

Retainer 
Retainer 
Bd meal 
Legal seminar registration fee 
Retainer 
Legal fees for ETS loan 
Bd meal 
Retainer 

x Legal seminar per diem 
Legal seminar mileage 
Legal seminar expenses 
Legal seminar expenses 

x Congressional mtg air fare 
x 24 hr accident 

x Retirement giR 

x 24 hr accident 

x Medical insurance 

Bd meal 
Retainer 

Bd meal 
Labor matters for employee issues 
Retainer 
By-Law review, election ocmmittee 

x 24 hr accident 
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Inter County Energy Cooperative 
Case No. 2006-00415 

Professional Services Expenses 
July 31, 2006 

Check tiours & 
Date Number Pavee Amount Bill Rate 

a6107-06 
05108-06 
05122-06 
0511 0-06 
05/22-06 
05/22-06 
06/01 -06 
06/28-06 
06120-06 
06/08-06 
08/02-06 
0711 2-06 
07121 -06 
0711 4-06 

190685 
190399 
190554 
190437 
190548 
190513 
190726 
190937 
190883 
190771 
191274 
191131 
191182 
191031 

Visa 
NRECA 
Toy Box Catering 
Sheehan, Barnett, Hays & Dean 
Sheehan, Barnett, Hays & Dean 
James Wm Barnett 
NRECA 
Toy Box Catering 
Frost, Brown, Todd, LLC 
Sheehan, Barnett, Hays & Dean 
KAEC 
NRECA 
Toy Box Catering 
Sheehan, Barnett, Hays & Dean 
NRECA 

Accounting and Financial 
02/08-06 189444 Visa 
01110-06 189153 Visa 

0511 1-06 190343 Visa 
0511 1-06 190343 Visa 
04/26-06 190248 Alan Zumstein, CPA 
07/06-06 190976 Visa 
07/28-06 191 246 W. Dudley Schryock, CPA 

03103-06 189689 EKPC 

Consulting 
09/16-05 187879 Hampton Inn 
10106-05 188063 Visa 
10/14-05 188212 NlSC 

125.76 
0.86 
9.27 

600.00 
1,000.00 

603.02 
0.86 
9.27 

180.00 
600.00 
49.00 

0.86 
9.27 

600.00 
1,796.05 

17.94 
11.81 

4,470.22 
19.96 
I 1  "26 

6,700.00 
20.34 

1,500.00 

163.14 
29.36 

2,326.82 
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Description 

x Congressional mtg expenses 
x 24 hr accident 

Bd meal 
Retainer 

x Congressional mtg fees . 
x Congressional mtg expenses 
x 24 hr accident 

Bd meal 
Labor matters for employee issues 
Retainer 

x Congressional mtg expenses 
x 24 hr accident 

Bd meal 
Retainer 

x Life and major medical 

Meal with auditor 
Internal audit lunch 
Internal audit services 
Meal with auditor 
Internal audit lunch 
Audit fee 
Internal audit lunch 
SFAS No. 106 

Remove for rate making purposes 

44,630.28 

12,504.14 X 

x Lodging for Scott Luecal 
x Expenses for Scott Luecal 
x Financial planning 



ALAN M. ZUMSTEIN 
CERTIFIED PUBLIC ACCOIJNTANT 

1032 CHETFORD DRIVE 
LEXINGTON, KENTIJCKY 40509 

,> 
(859) 264-7147 

November 25,2005 

MEMBER: 
AMERICAN INSTITUTE: OF CPA'S 
INDIANA SOCIETY OF CPA'S 
KENTUCKY SOCIETY OF CPA'S 
AICPA DIVISION FOR FIRMS 

James L. Jacobus, President & CEO 
Inter County Energy Cooperative 
Danville, Kentucky 40423 

. - . ."- 
Dear MI.. Jacobus: 

This will confirm our understanding of the arrangements for my audit of the financial statements for the year 
ended December 3 1 , 2005. 

I will audit the Cooperative's balance sheet as of December 3 1 , 2005, and the related statements of revenue and 
patronage capital and cash flows for the year then ended. 

The objective of the audit is the expression of an opinion about whether your financial statements are fairly 
presented, in all material respects, in conformity with 1.I.S. generally accepted accounting principles. My audit 
will be conducted in accordance with U.S. generally accepted auditing standards and will include test of your 
accounting records and other procedures I consider necessary to enable me to express such an opinion. If my 
opinion is other th'm unqualified, I will discuss the reasons with you in advance. If, for any reason, I am 
unable to complete the audit or are unable to forma or have not formed an opinion, I may decline to express an 
opinion or to issue a report as a result of this engagement. 

. .  .J 

My procedures will include tests of documentary evidence supporting the transactions recorded in the accounts, 
cests oit!iZ pkysicai evidence af inveniories, 2nd direc~ ccnrit malicn ofreceivabies and cerrain other assers and 
liabilities by correspondence with selected customers, creditors, and financial institutions. I will also request 
written representations from your attorney as part of the engagement, and they may bill you for responding to 
this inquiry. At the conclusion of my audit, I will require certain written representations from you about the 
financial statements and related matters. 

An audit includes examining, on a test basis, evidence supporting the amounts and cliscloswes in the financial 
statements; therefore, my audit will involve judgment about the number of transactions to be examined and the 
areas to be tested. Also, I will plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are flee of material misstatement, whether from (a) errors, (b) fraudulent reporting, (c) 
misappropi iation of assets, or (d) violations of laws or governmental regulations that are attributable to the 
Cooperative or to acts by management 01 employees acting on behalf of the Cooperative. ; 



James L. Jacobus, President & CEO 
Inter County Energy Cooperative 
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Because an audit is designed to provide reasonable, but not absolute, assurance and because I will not perform a 
detailed examination of all transactions, there is a risk that material misstatements may exist and not be detected 
by me. In addition, an audit is not designed to detect immaterial misstatements or violations of laws or 
governmental regulations that do not have a direct and material effect on the financial statements. However, I 
will inform you of any material errors that come to my attention, and I will inform you of any fraudulent 
financial reporting or misappropriation of assets that comes to my attention. I will also inform you of nay 
violations of laws or governmental regulations to come to my attention, unless clearly inconsequential. My 
responsibility as auditor is limited to the period covered by my audit and does not extend to any later periods 
for which 1 was not engaged as auditor. 

My audit will include obtaining an understanding of internal control sufficient to plan the audit and to determine 
the nature, timing, and extent of audit procedures to be performed. An audit is not designed to provide 
assurance on internal control or to identify reportable conditions, that is, significant deficiencies in the design or 
operation of internal control. However, during the audit, if I become aware of such reportable conditions, I will 
communicate them to you. 

You are responsible for establishing and maintaining internal controls, including monitoring ongoing activities; 
for the selection and application of accounting principles; and for the fair presentation in the financial statement: 
of financial position, results of operations and cash flows in conformity with U S .  generally accepted accounting 
principles. You are also responsible for management decisions and functions; for designating an individual with 
suitable skill, knowledge, or experience to oversee the tax services I provide; and for evaluation the adequacy 
and results of those services and accepting responsibility for them. '-2 
You are responsible for making all financial records and related information available to me and for the accurac! 
and completeness of that information. Your responsibilities include adjusting the financial statements to 
correct material misstatements and confirming to me in the management representation letter that the effects of 
any uncorrected misstatements aggregated by me during the current engagement and pertaining to the latest 
period presented are immaterial, both individually and in the aggregate, to the financial statements taken as a 
whole. 

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, 
and for infolalining me about ali known or suspecred fraud aikcting the cvrnpaiiy involving (a) n!ctnag;zmeni, (tj 
employees who have significant roles in internal control, and (c) others where the fraud could have a material 
effect on the financial statements. Your responsibilities include informing me of your knowledge of any 
allegations of fraud or suspected fraud affecting the company received in communications from employees, 
former employees, regulators, or others. In addition, you are responsible for identifying and ensuring that the 
Coopeiative complies with applicable laws and regulations. 

In accordance with the requirements of the Rural Utilities Service (RUS), I assure you ofthe following: 

I 

The audit is being performed as a requirement of RlJS security instrument and any 
violation of RLJS audit requirements shall place the RUS borrower in technical default of 
the R U S  s e w  ity instrument. 

The Auditor's Report will be signed by Alan M. Zumstein, CPA, a certified public 
accountant i n  good profcssiorlal standing with the statc licensing board. 



James L. Jacobus, President & CEO 
Inter County Energy Cooperative 

I will comply with generally accepted government auditing standards, the rules and 
regulations of professional conduct promulgated by the accountancy board of the state 
of Kentucky and the Code of Professional Ethics of the American Institute of CPAs. 

page - 3 

I am independent as defined and interpreted by the Professional Ethics Division of the 
AICPA and as defined by 7 CFR 1773.4 (b). 

- I belong to an approved peer review program (Private Companies Practice Section) and 
have received an unqualified opinion within three years of the "as of'' date of the audit, 

The audit will be performed and the Auditor's Report, report on compliance, report on 
internal controls and management letter will be performed in accordance with 
requirements of RUS, will comply with generally accepted auditing standards and will 
be submitted to the Board of Directors within three months of the "as of'' audit date. 

- Audit work papers will be made available to RUS, Office of Inspector General (OIG) 
and the General Accounting Of ice  (GAO). RUS, OIG or GAO may photocopy all 
audit and compliance workpapers as requested. 

I will disclose all disallowance's resulting from testing performed as set forth in 7 CFR 
1773.40 and will follow the requirements of reporting irregularities and illegal acts 
outlined in 7 CFR 1773.7. 

I will report audit findings to the Board of Directors as required by 7 CFR 1773.2.5. 
J 

My audit is sub.ject to the inherent risk that material errors and irregularities, including fraud or defalcations, 
if they exist, will not be detected. However, I will inform you of irregularities that come to my attention. 

Fees for these services will be $6,700. Invoices will be submitted as work progresses, and are payable on 
presentation. Should any situation arise that would materially increase this fee, I will, of course, notify you. 

If this letter correctly expresses your understanding of these arrangements, please indicate your approval by 
signing the enclosed copy and returning to me. I have also included a Certification of Qebarment and 
Suspension and my last peer review report and letter of comment, as required for audits of RUS borrowers. 

I Sincerely, 

Alan M. Zumstein, CPA 

Approved: 
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Inter County Energy Cooperative 
Case No. 2006-00415 

Adjustment for Director expenses 
July 31, 2006 

Certain expense are generally disallowed for rate making purposes that ar 
incurred for, and on behalf, of the Directors of a cooperative. Inter County 
has made this adjustment to recognize those expenses. The list includes: 

Legislative conference 
Paul Ballard 
Joseph Spalding 
James Preston 
Daniel Divine 
Jason Todd 

Joseph Spalding 
James Preston 
Daniel Divine 
William Peyton 
Jason Todd 

Joseph Spalding 
James Preston 
Robert Martin 
William Peyton 

All Directors 

All Directors 

All Directors 

KAEC Annual meeting, not KAEC representative 

EKPC Annual meeting, not EKPC representative 

Per diem 

Health and dental insurances 

Service awards 

2 , 072 
1,831 
2,448 
2,736 
2,059 

705 
423 
545 
73 I 
423 

330 
286 
303 
308 

33,250 

106,814 

450 

Total adjustment 155,712 
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Inter County Energy Cooperative 
Case No. 2006-00415 
Name of Board Members 

July 31, 2006 

Name and Address 

Paul G. Ballard 
1127 Ballard Rd 
Lancaster, KY 40444 

Joseph Spalding 
1440 Three Pines Rd 
Lebanon, KY 40033 

James K. Preston 
P.O. Box494 
Lancaster, KY 40444 

Danny Devine 
151 Divine Rd 
Perryville, KY 40468 

Robert L. Martin 
91 2 Beaumont Ave 
tiarrodsburg, KY 40330 

William H. Peyton 
4435 Kentucky Hwy 906 
Hustonville, KY 40437 

Jason Todd 
352 Coldspring Dr 
Stanford, KY 40484 

Board 
JltJ 

Chairman 

Vice Chairman 

Secretary/ 
Treasurer 

Associated Organizations 

KAEC & UUS 
Board Member 

NRECA 
Board Member 

East Kentucky Power Coop 
Board Member 

Directors are compensated at $250 per monthly board meeting, plus a per 
diem of $250 for each business meeting, or class, attended. Directors 
are reimbursed for all actual expenses incurred for meetings attended on 
behalf of the cooperative. 

The Treasurer recieves an additional $125 per month. This covers the time 
expended to go to Inter County Energy's office each month to review invoices 
and sign checks. 



- BOARD POLICY 408 
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DIRECTOR FEES, COMPENSATION AND EXPENSES 

I. OBJECTIVE 

A. To a s s u r e  fair and  equitable compensation for time spen t  and  
reimbursement for e x p e n s e s  incurred by Directors and  the Cooperative 
attorney when attending regular a n d  special board o r  committee 
meetings. 

B. To encourage  adequa te  representation of the  Cooperative by Directors a t  
statewide, regional and  national meetings, and  training programs which 
will accrue  to the  benefit of the  Cooperative. 

11. CONTENT 

A. P e r  Diem 

1. Directors shall, a s  determined by resolution of the Board of Directors, 
receive on a per  diem basis  a fixed fee for attending meetings of the  
Board of Directors. If a Director is unable to  attend a regularly scheduled  
meeting or a specially called meeting d u e  to c i rcumstances beyond 
h idhe r  control such  as jury duty or a family medical emergency ,  he / she  
shall b e  compensa ted  up  to two times pe r  calendar  year .  If a Director 
c h o o s e s  to b e  absen t  for any  other  reason ,  compensat ion will not b e  paid. 

2. T h e  pe r  diem payable to a director who a t tends  a t  least  twelve (12) 
regular or special meet ings in a calendar  yea r  shall, for t hose  twelve (12) 
meet ings,  also include a n  amount  equal  to one-twelfth of t he  annual  
payments  of insurance premiums m a d e  on the  board member’s  behalf by 
the  cooperative, if any,  but only if such  payments  would constitute income 
to a board member ,  properly reportable as s u c h  by the cooperative on  the  
IRS Form 1099 annually issued by it with respec t  to  the  director. 

3” No fixed cash  per diem shall b e  paid for a t tendance  a t  the annual  meeting 
held a t  the cooperative. 

4. Directors will receive a pe r  diem for o n e  (1 ) d a y  e a c h  of travel time, both 
before and  after the  meeting (if necessary) ,  a total of two (2) d a y s  pe r  
diem allowed for travel, regardless  of the  m o d e  of transportation. 

5. Attendance a t  meetings other  than regular monthly board meet ings 
requires the prior approval of the  Board. 

6. Directors shall observe  the following guidelines when determining 
representation of the  Cooperative a t  necessa ry  functions. 

a .  All Directors are eligible to attend t h e  EKPC Annual Meeting, t he  
KAEC Annual Meeting, t he  NRECA Annual Meeting, the  NRECA 
Region 1 1  & I l l  Meetings, the NRECA National Director’s 
Conference, the Annual C F C  Forum a n d  all in-state meet ings 
within the limits of approved budgets. 
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b. Directors may choose an additional ten (10) optional days of 
meetings or classes per year that will strengthen their ability to 
serve the Cooperative in an effective manner. Travel to and from 
such meetings will count as optional days. Every effort will be 
made to insure that the Cooperative is represented at a wide 
variety of functions to utilize information and technologies 
available within the limits of approved budgets. 

c. Directors seeking Board Certification are encouraged to complete 
the certification within five (5) years. Additional certification is also 
encouraged, but requires prior approval from the Board. 

d, Directors may, from time to time, be called upon or appointed by 
the Chair to attend additional functions as a representative of the 
full Board. 

7. Attendance is defined as the actual day(s) of a function at which a 
Director attends classes/meetings/conferences on behalf of the 
Cooperative. 

B. Travel and Out-of-pocket Expenses 

1. Directors shall also receive advancement or reimbursement of any travel 
and out-of-pocket expenses actually, necessarily and reasonably incurred 
in performing their duties. 

2. If commercial air travel is available, then without regard to the mode 
actually used, reimbursement shall be for the expense actually incurred in 
an amount not to exceed the most direct-route round trip coach fare, plus 
cost of transportation to and from the airport, parking and other expenses 
attendant to air travel. In some cases, directors may choose to travel 
together in one vehicle. In this case, the reimbursable mileage expenses 
mentioned in the first sentence of this paragraph for the additional 
director(s) will be considered as available to the driving director, and is 
only reimbursable for the actual expenses incurred. Airfare selection 
shall be based on the selection of the airline offering the lowest fare 
rather than the participation in an airline’s frequent flyer program. 

3. If a spouse/guest of a Director flies on a “Friends Fly Free” promotional 
plane ticket, the spouse/guest shall pay one-half (1/2) of the total cost of 
the ticket. 

4. If commercial air travel is not available, then the Director shall select the 
means of travel, which in their judgment is the most satisfactory under the 
circumstances, giving due consideration to factors of time and cost. In 
instances where directors travel with others, only the Director actually 
using their automobile shall receive mileage and tolls paid. 

5. When traveling by personal automobile, a Director shall be reimbursed at 
the prevailing mileage rate approved by the Internal Revenue Service for 
Federal income tax purposes, plus any related out-of-pocket charges, 
such as tolls, parking (hotel and airport) charges, etc. 
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6. 

7.  

8. 

9. 

IO. 

T h e  Corporate Credit Card is to b e  used  only for goods  and  services  
purchased by and  for Inter-County Energy. Legible receipts, vouchers ,  
a n d  other forms of proof of purchase shall b e  provided in evidence of all 
purchases .  CJnder no  circumstances shall t he  Corporate Credit Card b e  
used  for the purchase  of personal goods  and  services .  

Long distance phone  calls m a d e  by a Director during a n  overnight s tay  
while on cooperative bus iness  shall b e  limited to o n e  call per  day  of s tay  
a n d  b e  m a d e  through the  u s e  of a Cooperative-provided phone  card and  
shall not b e  billed directly to  the room. Only the  hotel's access fee for 
local calls, if applicable, shall be  reimbursable if charged  to the  room. 

Entertainment while o n  cooperative bus iness  will only be paid for the  
Director if the  function is a part of the program the  Director is attending. 
S p o u s e s  or  gues t s  of the  Director will b e  the responsibility of the  Director. 
If the  Director a t tends  a function that is not a part of the  program, but a 
meal  is a part of this entertainment, the  cooperative will pay for the meal ,  
but not the entertainment. 

Lodging, meals  and  gratuities should reflect good judgement  by the 
Director incurring such  charges .  A guideline for a daily meal allowance 
(breakfast, lunch and  supper )  is $60.00 (including gratuities). In s o m e  
cases, lodging and  meals  may  b e  reimbursed for d a y s  with no  meeting 
a t tendance  d u e  to early arrival to the  conference location to 
accommodate  reduced airfares o r  conference scheduling. Saturday night 
s t ays  shall b e  used  when the  airfare s a v e s  a t  least  $150.00. Alcoholic 
beverages ,  in-room movies and  other  personal conveniences  a r e  not 
authorized for reimbursement. 

If a director, while traveling for bus iness  purposes ,  dec ides  to take  a 
vacation either before o r  after the  bus iness  trip, those  days  a r e  
considered personal and  will b e  charged  to the  Director a t  the  full rate of 
the  room plus tax, along with all other  e x p e n s e s  (meals ,  transportation, 
etc.) related to that portion of the s tay.  A Director bringing family 
members  along on  the trip will not b e  billed for a n y  additional daily lodging 
charges ,  unless  the gues t  is a non-family member .  Only business  
e x p e n s e s  will b e  reimbursed. 

Rental Cars  will b e  permitted only if o ther  forms of transportation (taxis, 
airport or  hotel shuttles) a r e  not satisfactory to  mee t  travel n e e d s  o r  if a 
cos t  savings would result from the use of a rented vehicle instead of other  
forms of transportation. Directors a r e  expected to rent intermediate-sized 
c a r s  o r  smaller o r  a n  adequately s ized vehicle to accommoda te  official 
Cooperative representatives. If a Director prefers a full-sized, premium o r  
luxury vehicle, t he  Cooperative will only reimburse b a s e d  on the  price of a 
mid-sizedlintermediate cost. Insurance to cover  the  deductible portion of 
collision d a m a g e  a n d  personal accident  coverage  should not be  
purchased as Inter-County insures  for t h e s e  liabilities. When  several  
Directors a r e  visiting the  s a m e  location and  c a r  rental is the  lowest cos t  
method, only o n e  ca r  shall b e  rented for e a c h  5 pe r sons  making the trip. 
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C. 

D. 

E. 

11. 

12. 

13. 

Cancellations resulting in charges to the cooperative shall be billed to the 
Director(s) associated with the cancellation unless Board approval is 
granted due to the cooperative initiating the cancellation or an emergency 
situation arose. 

Tips are reimbursable and should not exceed 15% of the total charges. 
For routine airport check-in and/or baggage handling services, tips are 
allowable at $1 .OO per bag. 

Receipts for expenses must be presented for reimbursement and receipts 
for charges to Cooperative credit cards must be presented to verify 
charges as billed. 

The Board Chairman and Secretary-Treasurer, who traditionally perform services 
at the Cooperative’s office in carrying out official duties of the office, shall receive 
one-half (1/2) of the fixed fee per diem per month when those duties are 
performed and both the Secretary-Treasurer and the President shall be entitled 
to the per diem when they are called in by management to perform any special 
duties on a date which is not a regular meeting date or at a time other than when 
the Secretary-Treasurer would ordinarily be present at the Cooperative office. 

A member of the Board of Directors who has served as an active board member 
for fifteen (15) consecutive years may retire when he or she reaches the age of 
sixty-five (65) years if he or she so desires. A retired member of the Board of 
Directors who has served as an active board member fifteen (15) consecutive 
years before retirement may be invited by the active board to attend regular or 
special meetings of the Board in order to share his or her expertise in board 
matters. Such retired director shall be paid the same per diem including 
available insurance coverage as defined herein, as active board members 
receive plus travel from home and out-of-pocket expenses for meetings actually 
attended. 

INSlJRANCE 

1. 

2. 

Recognizing that directors are a valuable resource, the Cooperative has a 
substantial interest in their welfare. Therefore, the Cooperative will 
secure and carry insurance plans as indicated in this policy for the benefit 
of its directors and as part of their compensation specified in Paragraph 
II-B, supra. While the Cooperative intends that such benefit plans will 
remain in effect, the Cooperative reserves the right to amend any such 
plan to comply with federal and state law or to reflect changing economic 
conditions. 

Medical insurance for directors and their dependents will be paid by the 
cooperative plus the directors’ life insurance as part of the per diem 
specified in Paragraph ll-B, supra. When a directors ceases to be a 
member of the board for any reason other than the reasons set out in 
suh-paragraph 5, infra, such director can continue his or her medical 
insurance, if he or she so decide, under the policies of the cooperative 
and insurance carrier at the time of such action. The cooperative will pay 
all of the premium if the director has served 15 years, 50% if they have 
served from 5 to 15 years and none if they have served less than 5 years. 
Upon the death of a director, the surviving spouse and eligible 
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dependents shall have t h e  right to continue medical insurance through 
the cooperative; however, said surviving spouse and eligible dependents 
shall be responsible for 100% of the premiums due. Upon the remarriage 
of the surviving spouse, continuation of the insurance coverage will be 
subject to the policies of the insurance carrier then  in effect. 

3. Other insurance, which shall be provided for each director at no cost to 
the director, shall include: 

a. NRECA Director’s Permanent Life Plan 

b. 24-t-lour Accident Insurance 

C. Cooperative Business Travel Insurance 

d.  Managers, Officers and Directors Liability (MODL) Insurance 

The terms, limits and conditions for these insurance plans shall continue 
to be set by t h e  Board from time to time and coverage shall be  
determined by the te rms  of the policies approved by t h e  Board and 
applicable law. 

4. When a director retires from the Board or is no longer an active board 
member, such director can continue to carry the  permanent life insurance 
at his or her  expense if such director has served six (6) years or less. If a 
director has served between six (6) years and fifteen (15) years and 
desires to continue said insurance the Cooperative will pay one-half (1/2) 
of the premium. If a director has served fifteen (15) years or more then 
the Cooperative will pay the entire premium. 

5. A director who resigns as a result of or whose service is terminated by t h e  
Board as the result of a breach of the Cooperative’s by-laws, articles of 
incorporation or policies, shall not be  eligible to continue t h e  cooperative’s 
medical or life insurance. 

I I I. RES PONS I B I LlTY 

A. It shall be the responsibility of each Director to submit an itemized expense 
report. to include fees and all authorized reimbursement expenses, including 
travel. 

B. It shall be  the responsibility of the  Secretary-Treasurer to review all Director 
expense reports and to assure that all reimbursements are reasonable and in 
accordance with this policy. 

Effective: October 15, 1986 

Revised: February 4, 1994 
January 13, 1995 
August  9,2002 
August  8, 2003 
May 19,2006 
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