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FARMERS RURAL ELECTRIC COOPERATIVE CORPORATION 

PSC CASE NO. 2006-00478 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

Farmers Rural Electric Cooperative Corporation (“Farmers”) hereby submits responses to 

the Commission Staffs First Data Request dated March 12,2007. Each response with its 

associated supportive reference materials is individually tabbed. 
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FARMERS RURAL ELECTRIC COOPERATIVE CORPORATION 

PSC CASE NO. 2006-00478 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

REQUEST 1 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: Farmers Rural Electric Cooperative Corporation 

Request 1. Refer to the Application, Exhibits I1 and 111. 

Request la.  

documentation used to determine the proposed rates and the billing analysis. 

Provide all workpapers, calculations, assumptions, and other 

Response la.  

shows the present and proposed rates and revenues by wholesale customer class for 

service to Farmers. 

Attached is information from EKPC’s Exhibit I, Pages 3-5, which 

As indicated in Mr. Basta’s testimony, the demand charges for retail industrial rates 

mirror EKPC’s proposed rates for Schedules B and C ,  as applicable. 

The increase applicable to all other classes was based on taking the total increase to the 

member system, subtracting the retail industrial class increase and then dividing that 

amount by the kwh for all other classes. This resulted in a per unit (centsikWh) energy 

cost increase that was applied to all other classes. The only exceptions are Electric 

Thermal Storage (ETS) Rate Schedules RM and CM, which were designed based on a 

charge of 60 percent of the energy rate of the related rate class. 
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See the response to Request 1 h for the calculations to determine the proposed rates 

Reauest lb. 

determine the proposed rates and hilling analysis, with all formulas intact. 

Provide in electronic format the Excel spreadsheets used to 

Response lb. 

2007, attached are two (2) copies of the requested information on CD-ROM. 

Based on discussion with the Commission Staff on March 19, 
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FARMERS RURAL ELECTRIC COOPERATIVE CORPORATION 

PSC CASE NO. 2006-00478 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

REQUEST 2 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: Farmers Rural Electric Cooperative Corporation 

Request 2. 

change its rates to reflect a change in the rate of its wholesale supplier if the effects of an 

increase or decrease are allocated to each class and within each tariff on a proportional 

basis that will result in no change in the rate design currently in effect. 807 KAR 5:007, 

Section 2(2), provides that the distribution cooperative shall file an analysis 

demonstrating that the rate change does not change the rate design currently in effect and 

the revenue change has been allocated to each class and within each tariff on a 

proportional basis. In the cover letter to its Application, Farmers states: 

KRS 278.455(2) provides that a distribution cooperative may 

In each instance, the retail rates for a particular class have been 
developed in a manner that is consistent with the method proposed by 
EKPC. The proposed rate design structure at retail does not change the 
rate design currently in effect and is consistent with the rate design 
methodology used at wholesale. 

Request 2a. 

Application, identify the corresponding wholesale Rate Schedule of East Kentucky 

Power Cooperative, Inc. 

For each retail Rate Schedule listed in Exhibit I1 of the 

Response 2a. Please see the attached information. 
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Request 2b. 

Section 2(2), require that increases or decreases in rates from the wholesale supplier must 

be allocated to each retail class and within each retail tariff on a proportional basis? 

Explain the response. 

Would Farmers agree that KRS 278.455(2) and 807 KAR5:007, 

Yes. EKPC and each Member System understands these requirements and have 

developed proposed rates that meet the intent of KRS 278.455(2) and 807 JSAR5:007. As 

explained in Mr. Bosta’s testimony, EKPC began the rate design process at wholesale by 

allocating the proposed rate increase to each rate class on a proportional basis. The 

proporlional increase to each rate class was then applied to the most appropriate rate 

mechanism for each rate class. 

The proposed increase at retail is strictly a pass-through of EKPC’s increased wholesale 

costs and each Member System must recover the dollar increase from new wholesale 

rates. As a result, EKPC and each Member System recognized that it was important to 

implement retail rates that mirror the change at wholesale, while meeting the 

proportionality and rate design requirements. 

EKPC and its Member Systems understand that a “pure” proportional increase at retail, as 

discussed in Item 3 herein, would result in increases at retail to customer, demand and 

energy charges. However, EKPC and its Member Systems came to the conclusion that, 

for example, an increase in the customer charge at retail made no sense because the 

wholesale increase had no relationship to customer cost. EKPC has not proposed an 

increase in its substation charges or metering point charges in this proceeding. 

Consequently, EIQC and its Member Systems could not justify increasing the retail 

customer charge when the wholesale increase has no relationship to that cost. 
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Therefore, EKPC believes that its proposed wholesale increase using a proportional basis, 

coupled with the use of the wholesale rate design methodology at retail, is a reasonable 

approach to meeting the intent of the requirements. 

Request 2c. 

Section 2(2), require that the retail rate change does not change the retail rate design 

currently in effect? Explain the response. 

Would Farmer’s agree that KRS 278.455(2) and 807 KAR 5:007, 

Resaonse 2c. 

set forth in KRS 278.455(2) and 807 KAR 5:0@7 and believe that the proposed rates do 

not alter the existing rate design structure at retail. 

Yes. EKPC and its Member Systems understand the requirements 

As indicated in the response to Item 2b, the rate design used for the pass-through increase 

at retail was intended to meet these requirements, while also maintaining the existing 

wholesaleiretail rate design relationship and recognizing cost causation principles. 

Industrial customers at retail, for example, will pay the same demand charge as the 

Member System pays to EWC. This maintains the rate design relationship from 

wholesale to retail that has existed for a number of years. Likewise, the proposed 

increase in the “E” wholesale rate, which is only applied to the energy charge, is being 

passed through only to the energy charge at retail. This process allows the rate design 

relationship from wholesale to retail to remain in place. 

Fundamentally, for every retail rate class, there has been no change in the rate design 

structure. The demand, energy, and customer components for industrial rates remains 

intact and the residential and commercial rate design structure remains as is through a 

continuation of the customer and energy charge structure. This adherence to the rate 
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design structure, coupled with a retention of  the wholesale to retail rate design 

relationship, is a reasonable approach and meets the legal requirements. 
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The present and proposed rates structures of Farmers Rural Electric Cooperative 
Corporation are listed below: 

Rate Class 
Schedule R - Residential Service 
First 50 kWh 
All Remaining kWh 

Schedule C - Commercial & Industrial 
Service 
For Consumers With Less Than 50 kW: 
Demand Charge per kW 
First 50 kWh 
All Remaining kWh 

Demand Charge per kW 
Energy Charge per kWh 

Mercury Vapor 175 Watts 
Mercury Vapor 250 Watts 
Mercury Vapor 400 Watts 
Mercury Vapor 1000 Watts 
Sodium Vapor 100 Watts 
Sodium Vapor 150 Watts 
Sodium Vapor 250 Watts 
Sodium Vapor 400 Watts 
Sodium Vapor 1000 Watts 

Schedule SL - Street Lighting Service 
Energy Charge per Rated kWh 
Schedule D - Large Co~nmercial/ 
Industrial Optional Time-of-Day Rate 

For Consumers With 50 kW or More 

Schedule OL - Outdoor Lighting Service 

Demand / kW 
Energy Charge / kWh 

Consumer Charge I Month 
Demand Charge I kW 
Energy Charge I kWh 

Schedule E - Large Industrial Rate 

Schedule RM -Residential Off-peak 
Marketing 

Schedule CM - Small Commercial Off- 
Peak Marketing 

Energy Charge I kWh 

Energy Charge 1 kWh 

EISF'C Sch 
E-2 

E-2 

E-2 

E-2 

E-2 

C 

E-2 

E-2 

Present 

$0.13929 
$0.06120 

N/A 
$0.13929 
$0.06437 

$4.93 
$0.04902 

$6.35 
$7.12 

$10.76 
$18.14 
$6.85 
$7.85 

$10.52 
$13.31 
$28.60 

$0.03859 

$4.93 
$0.04902 

$535.00 
$5.39 

$0.035 17 

$0.03672 

$0.03862 

Provosed 

$0.14335 
$0.06526 

N/A 
$0.14335 
$0.06843 

$4.93 
$0.05309 

$6.63 
$7.52 

$11.39 
$19.68 
$7.02 
$8.11 

$10.95 
$13.98 
$30.17 

$0.04266 

$4.93 
$0.05309 

$535.00 
$7.29 

$0.035 17 

$0.03916 

$0.04106 
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FARMERS RURAL ELECTRIC COOPERATIVE CORPORATION 

PSC CASE NO. 2006-00478 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

REQUEST 3 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: Farmers Rural Electric Cooperative Corporation 

Reauest 3. Refer to Exhibit EI of the Application, 

Resuest 3a. 

and proposed revenues: 

Prepare the following comparative analyses of Farmers’s present 

(1) Calculate the percentage that each rate schedule or class 

represents of the total revenues for both the present revenues and proposed revenues. 

Percentages should be expressed to 2 decimal places. 

(2) Calculate the percentage that each component of the base rates 

within each rate schedule or class represents of the total base rate revenues for both the 

present revenues and proposed revenues. Do not include fuel adjustment revenues, 

environmental surcharge revenues, or green power revenues. Percentages should be 

expressed to 2 decimal places. 

Response 3a. (1) Please see the attached information. 

(2) Please see the attached information. 

Resuest 3b. Based upon the results of the analyses prepared in part (a) above, 

explain in detail how Farmers’s proposed pass-through rates are in compliance with the 

retail rate requirements of KRS 278.455(2) and 807 KAR 5:007, Section 2(2). 
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Maintaining the existing revenue proportion as shown in part (a) above assumes that the 

proportionality requirement would follow strict adherence to the existing proportion of 

revenues at retail, by rate mechanism component (i.e. customer, energy and demand). 

EKPC and the Member Systems believe that the proportionality requirement is not so 

narrow and that the pass-through at retail has followed the proposed wholesale rate 

design process in a proportional manner. At retail, for example, there is no increase in 

the customer charge because EKPC did not increase the metering point charge or 

substation charge at wholesale. Moreover, the “B’ and “C” type retail industrial classes 

will have the same demand rate as the proposed demand rate for industrial customers at 

wholesale. It follows the matching concept upon which these rates were originally 

created. 

See also the response to Item 2(b) and 2(c) herein. KRS 278.455(2) explicitly recognizes 

“proportional” allocation without recognizing a specific method, whether KWh, revenue, 

or other means of proportionality. EKPC has chosen the proportional method of applying 

wholesale to retail, with the intended matching concept of costs vs. revenue. The retail 

rates reflect this top-down approach to proportionality, Please see the attached analysis 

which illustrates this approach. 
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Siillng C"rren1 A"n"alizea % Toid BilM"9 ProposPa 
Delenninanls Rate Revenues RBla Class Osieminants Ram 

Annualized % Tolei 
R S W ~ U ~ S  nsfe class 

Total CUSDmW Biiie . lnd Min 81 
Cvs10melChaige I Energy Chai 3,553 $6.95 $25,425 9.38% 

16.212 

BiIil"9 CUnent mnuaiizec % iotai Biiling 
Revenues nale Clws DeleminanlS Osterminants Rale 

15.212 
3,653 

Proposed Annuaiiied % Tolai 
Rale R ~ Y W ~ S  naie cim 

37.11 526,163 1 3 4 %  

Existing 

756 

Proposed 1 $,"crease I %Increase I 

Demand Cliaige 0 $O.W $0.00 

Energy C h a w  
FiPS150 Xwh XW 727,950 $0.13929 101,396 5.51% 727.950 50.14335 104,351 5.35% 2,955 2.91% 

Tom Baseload Charges 51,836,875 f00.00% $1,950,545 100.00% 111.670 5.07% 

Fuel adju5Vnenl 222,590 222,090 0.00% 
Eovironrnenl surcharge 157,064 157.064 0.00% 

TOM revenues 52216.549 $2,330,518 111.670 5.03% 

Average Biil 5 121.83 5 127.91 6 13 5,035 

All over 50 kWn 26,597,064 $0.06431 i.ii2.054 9 3 , m  26,597,054 50.C6543 1.820.011 93.31% 107,857 6.31% 

Biliing Cure01 Annuaiized % Tolei 
Oeleminanl~ Rale Revenwe nalo Clas~  

6iiling Proposed AnnUaiimd % Tolai 
R W W ~ S  nata CIW Deleminanls Rate 



Number 01 Bills 

Energy Charge 

Tola1 Baseload Charges 

Fuel adjustmen1 
Environmenlal surcharge 

Tolal revenues 

Averagc Bill 

P m p o s o d 
Rale 

Annualized % 7'olal 
RBYC~WS Rale Ciaass 

Scheduie c Seclian 2 
Commeiciai & Industflat Sewice 50 UWandOvei 

Rale 5 

Billing P m p o E e d 
Deleminanls Ralc 

Cuslomel Charge 82 1 

DemandChalge in2.008 $4.93 %0%204 a n $ %  iu2.088 5Q.93 $503.284 24.31% u.on% 

Energychaige per kWh 28,510,584 $0.04902 1,445,608 74.1S% 2 ~ ~ 1 0 . 5 ~ 4  $0.0530~ 1,566,602 75.58% 119,993 5,28% 

Annualized % Tolol 
Revenues Rate Class 

CUSLnmei Charge 

Demand Charge 

Energy C h a w  

10% DIsMY~I  

Total Baseload Charges 

Fuel adjuslmenl 
En"m"mnLI1 suichaise 

Tolai Revenues 

Aveiage Bill 

(PnmavSeivice Rider) 

Billing cureni ~ n n u a i i ~ e d  
Delcrminanls Ram Revenues 

1.948.803 100.00% 

%row 
Rate Class 

235,189 
183,013 

$2,348,115 

$ 2.548.53 

2.058.585 (00.00% 118.883 6,15% 

235,189 0.00% 
153,013 o.on% 

52,455,108 119.993 5.11% 

5 2,579.81 $ 130.28 5,11% 

2013 382. Req 3a Fame6 Exh Ill.xls 



Farmers Rural EieCliiC Coopemlive 
Biliing Analysis 

for the 12 mOnlhE ended September 30.2006 

Existing 

Page3 or4 

PlOpOSed I $incmease I % InCieese 1 

Cu~lomei Charge 

Demand Charge 

Energy Charge 
Per KW" 

Total Bascload ChaigcS 

Fuel adruslrnenl 
EnviroOmenlai surcharge 

Total Revenue8 

Average Biil 

Billing Cumeenf Annuaiired 
Delerminanls Ram Revenues 

CYslOmel C h a w  

Demandcharge 

Energy Charge 
Per kWh 

Ofai Baseioad Charges 

Fuel adjuslnieni 
EnYilOnmenlal surchalge 

Tolal Revenues 

Average 84 

% Tole1 Billing Pi  0 p 0 sed Annualimd % TOW 
Ref8 Clsss DUeminanls Raw Revenues RBI0 Cliss 

Cu~lomer C h a w  

Energy C h a w  
Psi  km 

Total Baseload Charges 

Fuel adjuslmenl 
EnvlroOmCniaI Suicharge 

Total ReYenua~ 

Average Bill 

Billing Current Annualized % iolal Biiling Pioposed 
Deleiminenls Rae  Revenues Rate Class DeleminanlS &IS 

Annuairzed % Tole1 
Revenues Rale CI~SS 

609,234 500,234 0 00% 
244,073 244.013 0 00% 

Biliiog Curant Annualized % TO181 m n g  
Doterminanis Rale Revenues Pale C k S  Delerminanls 

Proposed 
Rale 

$23,710 

$ 210,54 

25.462 1,771 7.47% 

236 16.40 7.47% 

3013 382. Req 3a F a m C W  Exh lil.xis 
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FARMERS RURAL ELECTRIC COOPERATIVE CORPORATION 

PSC CASE NO. 2006-00478 

ETRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

REQUEST 4 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: Farmers Rural Electric Cooperative Corporation 

Request 4. 

and/or outdoor light included in the billing analysis, provide the following information: 

Refer to Exhibit I11 of the Application. For each type of street light 

Request 4a. 

not separately metered. 

The assigned or estimated kWh usage per light for each light that is 

Request 4b. The number of lights. 

Response 4a-b. 

Light 
Descriotion 

Mercury Vapor 175 Watt 
Mercury Vapor 175 Watt (shared) 
Mercury Vapor 250 Watt 
Mercury Vapor 400 Watt 
Mercury Vapor 1000 Watt 
Sodium Vapor 100 Watt 
Sodium Vapor 150 Watt 
Sodium Vapor 250 Watt 
Sodium Vapor 400 Watt 
Sodium Vapor 1000 Watt 

Total 

4(a) 403) 
Number of 

Lights 
~ Billed 

70 86,872 
23 640 
98 1,024 

156 2,096 
378 14 
42 298 
63 252 

105 343 
165 2.230 
385 

93,769 


