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RE: CASE NO. 2008-00371

Dear Ms. Stumbo:
Enclosed you will find an original and ten (10) copies of the response to the Commission Staff’s
second data request on the application of South Kentucky RECC’s certificate of convenience and
necessity to construct a new headquarters facility in Somerset, Kentucky.
Should you require further information, please let us know.
Sincerely,
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Allen Anderson
President & CEO
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

QECEW?ED
NOV 2 6 i

In the Matter of: PUBLIC sERy/ime
COMMMISSION "

APPLICATION OF SOUTH KENTUCKY )

RURAL ELECTRIC COOPERATIVE )

CORPORATION FOR A CERTIFICATE ) CASE NO.

OF CONVENIENCE AND NECESSITY ) 2008-00371

TO CONSTRUCT A NEW HEADQUARTERS )

FACILITY IN SOMERSET KENTUCKY )

RESPONSE TO COMMISSION STAFF’S
SECOND DATA REQUEST
Comes South Kentucky Rural Electric Cooperative Corporation (“South Kentucky”
or “SKRECC”) and files with the Commission an Original and ten (10) copies of the
attached response to the Commission Staff’s Second Data Request to South Kentucky
Rural Electric Cooperative Corporation dated and served on November 14, 2008. Each

copy has been placed in a bound volume with each item separately tabbed.

CERTIFICATION

The undersigned, Allen Anderson, stated that he is the President and Chief
Executive Officer of South Kentucky Rural Electric Cooperative Corporation; that
he supervised the preparation to the within response; and certifies that the within
response is true and accurate to the best of his knowledge, information and belief

formed after reasonable inquiry.
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ALLEN ANDERSON
PRESIDENT & CEO
SOUTH KENTUCKY RURAL ELECTRIC
COOPERATIVE CORPORATION
SOMERSET, KENTUCKY 42501
(606) 451-4123
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D ARRELL L SAUNDERS
ATTORNEY FOR SOUTH KENTUCKY
RURAL ELECTRIC COOPERATIVE
CORPORATION

700 MASTER STREET

P.0. BOX 1324

CORBIN, KENTUKCY 40702

(606) 523-1720 TELEPHONE

(606) 523-1372 FACSIMILE

CERTIFICATE OF SERVICE

I hereby certify that the original and ten (10) copies true and correct copies of the
above and foregoing were on this 24 day of November, 2008, personally delivered to
the Public Service Commission, 211 Sower Blvd., P.O. Box 615, Frankfort, KY 40602-
0615. 1 further certify that I have received no notice from the Public Service Commission
that any other party is involved in this action.
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ATTORNEY FOR SOUTH KENTUCKY RURAL
ELECTRIC COOPERATIVE CORPORATION
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SOUTH KENTUCKY RECC item No. 1

CASE NO. 2008-00371 Page 1 of 3

Witness: Allen Anderson

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST and Jim Adkins

Question

Refer to South Kentucky's Responses to Commission Staff's First Data Request,

Iltem 8. The chart depicting forecasted consumer growth rates that, by 2025, South
Kentucky would need approximately 224 employees to support a projected load of
84,103 MW. Explain how many of the 224 employees will perform their primary work
function routinely within the new headquarters building. In the explanation, identify the
number of non-office employees, or restate the number of "inside" and "outside"
employees.

Response

Provided below is the requested breakdown. Inside employees will work the majority of
their time inside the building while the outside employees will be away most of the time.

Current Employee Future Employee

inside Outside Inside OQutside
President & CEO 1

Administrative Assistant

VP Finance

Accounting Team Leader
Accounts Payable Accountant
General Ledger Accountant
Payroll Accountant
Accounting Assistant
Warehouse Team Leader
Warehouse Workers

IT Team Leader

12 End User Analyst 1
13 IT Tech Support
14 WAN Technician 1
15 LAN Technician 1
16 Consumer Accounts Team

17 Financial Analyst

18 VP Member Services & Public Relations
19 Service Center Team Leader

20 Center Group Leader

21 Call Center Representatives

22 Cashier Group Leader

23 Cashiers

Subtotal
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SOUTH KENTUCKY RECC
CASE NO. 2008-00371

24 Service Center Group Leader
25 Large Power Account Representative
26 Member Service Representatives
27 Capital Credits Clerk
28 Buildings & Grounds Team Leader
29 Buildings & Grounds Maintenance Tech
30 Communications Coordinator Team Leader
31 Human Resources Team Leader
32 Benefits Administrator
33 HR Specialist
34 Secretarial Team
35 Marketing & Member Services Team Leader
36 Business Accounts Representative
37 Energy Advisor
38 Marketing Records Coordinator
39 Renewable & Alternative Energy Spec
40 VP Engineering & Operations
41 Dispatch/Technical Services Team Leader
42 Dispatchers
43 Computer Mapping Technician
44 Computer Mapping Assistant
45 Electronics Technician
46 Engineering Team Leader
47 Special Projects Engineers
48 Staking Engineer
49 Design Engineer
50 Materials Coordinator
51 Work Order Clerk
52 Inspectors
53 Construction Team Leader
54 Service Technicians
55 Construction Crew Leaders
56 l.ine Technicians
Subtotal

Item No. 1
Page 2 of 3

Witness: Allen Anderson
RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST and Jim Adkins

Current Employee Future Employee

Inside Outside Inside Outside
1
1
3
1

1

1 2
1
1
1

1
3
1
1
1
1
1
1
1
5
1
1
1

1
2

1
1
1
1

4 2
1

3 2

6

14 9

33 24 2 21




SOUTH KENTUCKY RECC iftem No. 1

CASE NO. 2008-00371 Page 3 of 3

Witness: Allen Anderson

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST and Jim Adkins

Current Employee Future Employee

Inside OQuiside Inside Outside
57 Construction Contractor Coordinator 1

58 Right of Way Team Leader
59 Right of Way Trimmers
60 Meter Technical Team Leader
61 Meter Technicians
62 Safety Team Leader
63 Safety Coordinator
64 Safety Compliance Administrator 1
65 Staking Team Leader 1
66 Staking Technicians 2
67 Staking Engineers
68 Line Inspector Administrator 1
69 Transportation Team Leader
70 Mechanics

' Subtotal
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14 3 6

Total SKRECC Employees 71 38 16 27

Contract Employees 3 9

Total Needs 74 47 16 27




SOUTH KENTUCKY RECC ltem No. 2
CASE NO. 2008-00371 Page 1 of 2
Witness: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Question

Has South Kentucky compared the size of its proposed building to that of other
recently constructed cooperative headquarters?

a. Provide a comparison, which should include the number of employees, the number
of customers served by each cooperative, the date constructed, and the cost of
the new headquarters facilities (total cost and cost per square foot).

b. Does South Kentucky anticipate hiring additional employees in the next five years?
If yes, provide the number of employees and their titles.

c. Assume no additional employees would be hired for the next five years. Explain
why South Kentucky would need a new headquarters at this time.

d. Provide a narrative based on your best judgment as to the consequences of
delaying construction of a new headquarters facility for an additional five years.

e. Describe the evaluation process employed by South Kentucky in selecting the
building design submitted in this application. Were other proposals submitted for
consideration? If so, provide a detailed description of all other proposals including
construction cost, square footage, and the number of employees to be
accommodated.

Response

South Kentucky has not specifically compared its cost with the cost for similar types
of facilities for other cooperatives in Kentucky.

a South Kentucky was able to obtain the below listed information for one cooperative.

Cost per
Cooperative Cost Sq. Feet Sq. Foot
Owen Electric $ 8,191,400 59,900 136.751

Date Constructed: 2003

Number of Customers: 56,700 approximately



SOUTH KENTUCKY RECC ltem No. 2
CASE NO. 2008-00371 Page 2 of 2
Witness: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

b. South Kentucky has not specifically defined the number or type of new positions that
it may need in the next five years. |t would be extremely hard fo provide such an
estimated. ‘

c. South Kentucky needs a new headquarters facility even if no additional employees
were hired. A new facility is needed under current circumstances. The current
facility was constructed in the early 1950s with several additions since then. ltis
overcrowded, in a flood plane, and does not meet ADA criteria. Itis a maze of
hallways, steps and make shift offices, Additionally, it cannot be updated properly
for the new technologies. A full listing of its inadequacies is presented in other
parts of the original application.

d. In the original application, a letter from the General Contractor stated that any delays
in the commencement of this project would increase the cost by approximately one
percent (1%). This estimate carried forward for five years would lead to a very large
increase in the cost of the project. Since the bids were received on this project and
even more so recently, the economic conditions have changed dramatically. With
this change, South Kentucky may see some change in the construction costs for
this project that could be favorable. Additionally, South Kentucky has its financing
application being processed by RDUP and does not foresee any problems with
obtaining it.

d. The design process employed by South Kentucky was a very simple one. The
Facilities Analysis specified the size needed based on the number of employees
forecasted and the working conditions and space needs of the employees to do
their job. The size of the building was then designed around the property it was to
be placed on and the terrain of that property. No other proposals were considered.
The building design submitted met the needs of the Cooperative as identified in
the Facility Analysis and the terrain of the property purchased.



SOUTH KENTUCKY RECC jfiem No. 3
CASE NO. 2008-00371 Page 1 of 2
Withess: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Question

In the final Order granting South Kentucky's request for a Certificate of Public
Convenience and Necessity ("CPCN") for the construction of its district offices in
Russell Springs and Albany, the Commission expressed concerns over South
Kentucky's aggressive spending on non-revenue producing and non-reliability related
capital construction projects in light of South Kentucky's need for another rate increase
so shortly after its 2006 rate increase. South Kentucky was placed on notice that in
its next request for a CPCN for an office facility, it would be required to justify the
immediate need for the construction and show that it would not significantly harm its
member-owners. With this current application, justify in detail the immediate need
for the headquarters construction and establish that such a significant construction
project would not have a negative impact on South Kentucky's member-owners.

Response

South Kentucky fully understands and appreciates the Commission concerns.
However, if the truth were known, the Commission would be placing South Kentucky
on notice or censoring South Kentucky as to why it had not make the necessary
corrections and or modifications to its headquarters facilities. South Kentucky has
most likely stayed in its current headquarters facilities ten to twenty years longer than
it should have. These corrections and modifications needed include but not limited to
these are the following ones:

1 The facilities have exceeded their useful life with no land available for
expansion or improvements

Fire regulations would preclude any renovation or expansion

Facilities are located in a flood plane.

Limited customer parking

Restroom facilities are inadequate for employees and customers

The layout of the facilities cause it to have many stairs and narrow
hall ways making it difficult to move records and office equip-
ment and more importantly creating a safety hazard especially
in an emergency situation.

Space for business meetings is very limited

Storage space is exhausted

Traffic jams can exist due to customers attempting to use drive-thru

facilities.

10  Space is fragmented which may reduce efficiency and productivity.

11 Impractical to retrofit the building for most new, technological applications.
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SOUTH KENTUCKY RECC ltem No. 3
CASE NO. 2008-00371 Page 2 of 2
Witness: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

The potential impact of this proposed facility includes several positive ones and one
major, negative one. The positive impacts include a better and safer working
conditions for South Kentucky's employees which will result in a more efficient and
productive workforce. These facts should result in better and quicker service for
member-owners of South Kentucky. All of this should result in some cost savings
in the future. It is not possible to measure these potential cost savings in the future.

The major negative impact of this proposed building is the fact that the cost of power

to South Kentucky's member-owners would be higher in the near future. The additional
per customer would be approximately $33.25 per customer per year in 2012 and
declines over time as cost differential declines and the number of customers increase.



SOUTH KENTUCKY RECC ltem No. 4
CASE NO. 2008-00371 Page 1 of 2
Witness: Jim Adkins

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Question
Refer to Exhibit 7 of the Application

a. Provide an estimate of the impact the rate increase will have on customer bills
for all rate classes for both scenarios presented in Exhibit 7. The analysis should
include current rates, new rates resulting from the rate increases, and the
percentage change.

b. Do the financial forecasts provided reflect the acquisition of the Monticello
Electric Plant Board's assets? If not, provide updated forecasts reflecting the
acquisition.

Response

a. The rate classes that are utilized in this financial forecast are based on the
ones used in the Rural Development Utilities Program ("RDUP") Form 7 reporting
by South Kentucky. These same rate classes are also the ones utilized in the
load forecast that is developed by South Kentucky and these classes are listed
below:

Residential

Commercial and Industrial less than 1,000 kVA

Commercial and Industrial greater than 1,000 kVA

Public Street and Highway Lighting

Sales to Public Authorities

Additionally, the revenues for the forecast are based on revenue per kWh amount
multiplied by the forecasted kWh. Provided on Page 2 of this response are the
rates for the financial forecasts provided in Exhibit 7 of the Application.

The primary focus of the forecast is the level of total revenue needed to cover the
costs that are incurred to provide service and power to the members. The rate
level or the rate design for any of the individual rate classes is not a point of
emphasis.



SOUTH KENTUCKY RECC
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RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Forecasted Rates

Residential

Comm & Indust greater than 1000 KVA
Comm & Indust less than 1000 KVA
Public St. & Hwy Lighting

Sales to Public Authorities

Forecasted Rates with New Building

Residential

Comm & Indust greater than 1000 KVA
Comm & Indust less than 1000 KVA
Public St. & Hwy Lighting

Sales to Public Authorities

Difference in Rates

Residential

Comm & Indust greater than 1000 KVA
Comm & Indust less than 1000 KVA
Public St. & Hwy Lighting

Sales to Public Authorities

ltem No. 4
Page 2 of 2

Witness: Jim Adkins

Base Forecast

2008
$ 0.08787
$ 0.08732
$ 0.06264
$ 0.10775
$ 0.08938

2012 % Increase
$ 0.09227 5.0%
$ 0.09172 5.0%
$ 0.06704 7.0%
$ 0.11215 4.1%
$ 0.09378 4.9%

Forecast w/New HQ Bldg

2008

$ 0.08787
$ 0.08732
$ 0.06264
$ 0.10775
$ 0.08938

Base
Rates
2012

$ 0.09227
$ 0.09172
$ 0.06704
$ 0.11215
$ 0.09378

2011 % Increase
$ 0.09507 8.2%
$ 0.09452 8.2%
$ 0.06984 11.5%
$ 0.11495 6.7%
$ 0.09658 8.1%

Rates
New Bldg

2011 % Increase
$ 0.09507 3.0%
$ 0.09452 3.1%
$ 0.06984 4.2%
$ 0.11495 2.5%
$ 0.09658 3.0%

The end result is that the new headquarters building would increase rates slightly

more than 3%.

b. The purchase of the Monticello Electric Plant Board has been factored into
the development of these financial forecasts.



SOUTH KENTUCKY RECC ltem No. 5
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Witness: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Question

Has South Kentucky made its members aware of the proposed new headquaiters
facility? If so, in what manner was the notification done? What reaction and
feedback have been received from the cooperative's members.

Response

Attached to this response are copies of articles, annual reports to members and
press releases which mention South Kentucky's new office buildings including
those at the district offices and the new headquarters facilities in Somerset.
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n this year’s annual report, South Kentucky Rural
Electric Cooperative has a major announcement to
make: the co-op is moving.

All five South Kentucky RECC buildings,
including the central office in Somerset and the district
offices in Whitley City, Russell Springs, Monticello, and
Albany, will be replaced over the next 18 months or so by
new, more modern, and more convenient facilities—buult
in the same commumities—that will carry the co-op into
the dynamic years of growth and technological
advancement that lie ahead

The decision to undertake a project that includes
purchasing real estate, building new structures, and
moving staff in five places did not come easily. However,
once the board of directors and co-op management had
examined growth trends and indicators for the co-op's
future, the conclusion was irrefutable: inevitably, South
Kentucky RECC must grow to serve a membership that is
rapidly increasing, and expansion of the current facilities
no longer is feasible

The main office in Somerset was constructed in 1951
There have been seven additions to the building since
then, and the co-op has also developed the yard to
accommodate more trucks, more storage space for more
equipment, more parking for staff, and a higher volume of
traffic at the drive-up windows. The Somerset property

has simply run out of room

The district offices face similar problems on a smaller
scale. Plus, demands on those buildings have increased as
SKRECC has decentralized services in order to he more
responsive to the needs of members throughout the 13-county
territory. Line-construction and line -maintenance workers,
material warehouse facilities, pole yards, transformer docks,
member services representatives, and billing clerks now can
be found in the district offices.

In summary, growth for South Kentucky RECC s a fact of
life, and the co-op must upgrade and modernize to keep up
with the demands.

The space problem has been gradually worsening for years,
but to get a better sense of what the future holds, the board of
directors hired a consultant in Qctober 2002 from the
National Rural Electric Cooperative Association in
Arlington, Virginia. The consultant analyzed the co-op’s
history, and applied regional demographic information to
project membership growth over the coming 20 years. He
then compared the results with present staffing and office
TESOUICes.

Here’s the story they told.

In 1951, when South Kentucky RECC moved into its
headquarters on Main Street in Somerset, co-op membership
stood at 10,178 farms, homes, schools, stores, and businesses.
Fifty years later (2001), Lake Cumberland had made south-

Design of the proposed new South Kentucky RECC office to be located in Somerset.
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central Kentucky something of a destination area, there was
more industry in the area, and population had expanded The
co-op had grown by more than 500 percent, to include 56,857
members. SKRECC employed 156 full-time workers

The consultant then projected forward to 2018

“The consultant’s report says that by then we'll have
82,000 consumers and 205 to 215 full-time employees,” says
South Kentucky CEO Allen Anderson “The present facility
wasn't even designed to accommodate a company of the size
we are today We've stretched our usage here as far as we can
stretch it, and we've got a lot of growth ahead of us.”

Growth isn't the only reason that the co-op needs new
offices Technology has changed. In 1951 it was telephones
and typewriters. Today it’s multiple phone lines and
extensions, scores of computer stations, Intermnet and intranet
cable, and the technology that supports advanced systems
like global positioning (GPS) and South Kentucky’s state-of-
the-art outage-management system, which was installed in
2003

“With older facilities like we have, it's harder and harder
to adapt them to new technologies,” says Anderson. “They're
not wired for it, and not
laid out and constructed
in a way thatyou can keep
adding more systems and
connections.”

These technologies
are  not frivolous
investments They are
necessary for the co-op
to provide the electric
services and rapid
response modern
consumers expect. This
isn't the South Kentucky
RECC of 1951—and just
as important, today’s co-op isn't the South Kentucky RECC
we will see in 2018 That was an important part of the board’s
thinking

“We are not only responsible for the co-op's operations
today, but we’re responsible to the co-op and its members in
the years ahead,” says Anderson. “We're member-owned, and
we’re not going anywhere These new facilities represent a
strong affirmation of our commitment to our communities to
be a cornerstone in these communities and our commitment
to continue improving services for our members.”

The new buildings will also improve South Kentucky’s
ability to perform one of its oldest, most traditional functions:
providing community rooms that are available to local groups
and organizations

“We've provided this service for about as long as the co-
op has existed,” says Anderson “It reflects our vision of the

“We are not only responsible for
the co-op's operations today, but

we're responsible to the co-op and
its members in the years ahead”

--Allen Anderson, CEO

—hoe 3 ot 4
N5

co-op as being a functioning, central part of the
community, rather than just a business that happens to be
located here But these rooms have become inadequate for
many of the functions people want to use them for, and
the parking isn't adequate Consequently we've had to
restrict those rooms to after-business use.

“That’s one of the many things that will change for
the better as we move into new facilities ”

Financing the project

Purchasing real estate in five locations and
constructing five office/warehouse complexes will be a
costly investment The board of directors has projected
total costs at about $15 to $18 million. Some savings will
be realized through efficiencies, by doing the projects all
atonce

An undetermined poertion of project costs will
eventually be recouped by selling the current properties
These include not just the buildings in Somerset,
Monticello, Russell Springs, Albany, and Whitley City,
but the 65-acre co-op “farm” in Pulaski County where
South  Kentucky
RECC holds its
popular annual
meetings. There will
be enough acreage at
the new Somerset
site to stage the
family-oriented
annual  meeting
there, as well as being
available year-round
for community use
and other outdoor
events.

“Financially,” says
Anderson, “we felt this was the best time to get this project
under way, because interest rates are unusually low, and
we must plan ahead to service future needs.”

South Kentucky RECC has not raised members’
electric rates since 1989 No rate increases are anticipated
for at least two years, and possibly longer The debt
structure, money recouped from property sales, and the
co-op's financial health will enable the co-op to undertake
this project with minimal impact on consumers.

Look for ongoing information on the co-op’s
construction projects in public places, such as libraries, in
Kentucky Living Magazine, and in local newspapers. SKRECC
has held community meetings in recent months, which
included informing people about this newly planned and
important project, and will continue to do so. As this
project progresses, members will be given the opportunity
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o see what has taken place and will also be given the
opportunity to comment on the project

Groundbreaking at all five locations is expected this
summer District offices may actually be completed in 2004
Completion of the main office and warehouse complex is
expected sometime in 2005

The People Fund

February saw the introduction of a new program for
South Kentucky RECC—The People Fund, which
provides co-op members a way to contribute, with just
the smallest of sacrifices, to the well-being of their
communities

The People Fund pools voluntary contributions from
co-op members to make grants to non-profit
organizations doing humanitarian or charitable work in
South Kentucky RECC's service territory Local
organizations will apply to an eight-member board that
will administer the fund, and the board members will
choose where the grants might have the greatest impact
Certain rules govern the board’s decisions For example,
the fund will not make contributions toward people’s
electric bills; and all contributions will go to local causes
(While fund recipients normally will be community
groups or organizations, the board will consider donations
to families or individuals who have suffered a catastrophic
illness or household disaster.)

Perhaps the most appealing aspect of the fund is the
way co-op members can contribute to it. They can do so
merely by authorizing South Kentucky RECC to “round-
up” their monthly electric bills to the next-higher dollar
In some months, that could be as little as a penny For
example, if the normal tally for your electricity usage came
to $78.99, the co-op would send you a bill for $79 and
donate the extra penny to The People Fund.

At most, your contribution in any month would be
99 cents. Most contributions would fall closer to the
middle.

The beauty of this system is that if enough South
Kentucky RECC members join The People Fund program,

Auburn Cook, Marketing Records Coordinator, enters some of
the nearly 1,200 People Fund forms veceived in the past month

their small, almost unnoticeable contributions can add up
With a co-op membership now approaching 60,000, monthly
contributions to the fund could reach some $15,000 if only
half the members joined up (assuming an average contribution
of 50 cents). Even with the relatively small grants
contemplated by The People Fund board—perhaps $5,000 at
most—it’s enough money to make a difference in people’s
lives

That's why the slogan for The People Fund is “Change
for Change.”

“Great things can be accomplished for less than the price
of a cup of coffee each month,” says Ruby Patterson, South
Kentucky’s Member Services and Marketing Team Leader, who
sits on the fund’s eight-member board

Local, charitable giving is a practice encouraged by
Touchstone Energy, a national alliance of rural electric
cooperatives, which South Kentucky RECC joined in 1997 It
is also central to the Cooperative Principles adopted in 1995
by the International Cooperative Alliance

The first South Kentucky RECC member to sign up for
The People Fund was CEO Allen Anderson The co-op’s
board of directors and more than 100 co-op employees quickly
followed suit

Says Anderson, “We feel we have a special responsibility
that goes beyond our main purpose, which is providing low-
cost, reliable electric service. The People Fund is an excellent
way to help those in need. None of the money collected for
The People Fund goes into operations. The administrative
and operational costs of the program are covered by SKRECC
through its already internal overhead. Every dime of that
money will go back into our communities.”

The co-op established a non-profit tax-exempt
corporation, the South Kentucky Rural Electric Trust, to
administer the program (donations to the fund are tax-
deductible). The directors of the Trust include several South
Kentucky RECC member-services representatives, whose jobs
at the co-op provide them insight each day into things that
are happening in the community

Tt will take time for word to get out about the fund, for its
membership to grow, and to accumulate significant resources.
Once established, fund directors will meet quarterly to review
grant applications and approve donations

Members interested in signing up for The People Fund
are encouraged to contact South Kentucky RECC
Organizations that believe they might qualify as grant
recipients are encouraged to inquire

Your Co-op Electric Rates

When industry officials coined the term “too cheap to
meter” in the 1960s, they were talking about nuclear-generated
electricity. As everyone knows, nuclear energy never lived up
to the claim.

Electricity is not free, and cannot be. The infrastructure
required to generate power, transport it long distances over
high-voltage transmission lines, reduce the voltage at
substations, and distribute it to homes, farms, schools,
businesses, and factories represents a massive public and
private investment (In September and October of 2003, South
Kentucky RECC presented a two-part series in Kentucky Living
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titled “Where Power Comes
From,” which described the

Kentucky’s Residential Electric Rates |

Rank Lowest In The Nation

enormous job of making sure
the system is ready when you
flick on your lights)

Time and experience have
shown that the best deal,
financially, for electric power is
not nuclear energy, but coal
And the places with ready
access to this fuel are the places
with the lowest-cost power

More than anywhere else
in the country, that place is
Kentucky. The Bluegrass State
has the lowest electric rates in
the United States

THE NATIONAL AVERAGE 1S 50% HIGHER THAN KENTUCKY'S
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investor-owned utilities, and
municipal utilities The average
residential electricity rate
among all those utilities, as of
August 2003, was 5 8 cents per
kilowatt-hour (KkWh) No other state was lower than 6 cents/
kWh (the lowest were Washington and West Virginia, both
at 6 2 cents)

But what about South Kentucky RECC? Where do its
rates fall, in comparison to Kentucky’s 30-some other utilities?

Your co-op's present residential rate average is 5.6 cents/
kWh, which ranks South Kentucky in the lower one-third of
electric cooperatives in the state. This represents a significant
accomplishment, because it is hard for a rural electric utility
to maintain low rates. Building and maintaining an electric
distribution system in rough and remote terrain, where rights-
of-way go across mountains and through forests, where power
lines are highly susceptible to damage, and where there are
fewer farms, homes, and businesses to defray the costs, puts
co-ops at a financial disadvantage. On the other hand, co-
ops don’t have to build in a profit margin for investors.

South Kentucky RECC, therefore, provides residential
electricity at rates that compare favorably within Kentucky.
And Kentucky has the lowest rates in the nation.

This is why, when people express concern about their
electric bills, South Kentucky RECC has two responses. The
first is to ask people to consider their consumption. The second
is to offer home energy audits to help members figure out
whether they are inadvertently wasting power because of
deficiencies or problems in their home energy systems.

Consumption: The average co-op member today uses 35
times as much electric power as our predecessors in 1940
This is not surprising, considering the many new uses we have
for electricity. In 1940 the average South Kentucky RECC
member consumed 32 kWh per month By 2003 average
monthly residential usage had climbed to 1,130 kilowatt-
hours.

*Soure: US. Depariment of Energy Dale, Estimated U'S Elactric Average Revenue per Kilowstihous, Augds! 2003

South Kentucky RECC has not had a rate increase since 1989 Growth is the main

reason the co-op has been able to hold the line against rate increases

What hasnot increased, in the last 15 years, are South
"Kentucky RECC’s electric rates. They have held fast since
1989. “It’s not the price of electricity that’s gone up,” says
CEO Anderson. “It's the consumption of electricity.” Care
and conservation in electricity usage can help people lower
their electric bills.

Energy audits: South Kentucky RECC performs
approximately 500 free energy audits each year Audits
frequently are triggered when someone calls to voice
concern about a high electric bill. At other times people
ask specifically for the service. The co-op employs four
energy advisors, who visit homes (when invited) to
examine the structure itself and the electrical equipment,
talk to residents about their energy usage, and make
recommendations.

South Kentucky RECC also offers the Button-Up
program to help qualifying members make weatherization
improvements, and Tune-Up, for refurbishing electric
heating systems

Even in Kentucky electricity costs money. As a
member-owned cooperative, South Kentucky RECC is not
interested in selling more power to increase profits, because
“profits” don’t exist for co-ops. Instead, the goal is to
provide the best service at the lowest rates, and where
possible, help members reduce their electric bills.

“We're trying to be the best stewards of our members’
money that we can be,” says Anderson. “That's been our
role since the cooperative was founded in Wayne County
in 19387

It will continue to be South Kentuclky RECC’s goal
for the years ahead.




t has been an eventful year for South Kentucky Rural
Electric Cooperative Corporation— a year that
reveals we have much to be thankful for Our
neighbars in Louisiana and Mississippt suffered a
devastating storm, Hurricane Katrina, which claimed
hundreds of lives, destroyed thousands of homes,
separated family members, cost people their jobs and
livelihoods, and reduced their electric systems to tangled piles
of poles and wires

Meanwhile, we at South Kentucky RECC got through
our 68th year as a rural electric co-op without so much as a
major outage-causing storm

We sent help to the stricken Gulf Coast area Two different
crews, a total of 23 men, and a three-man chainsaw crew spent
two weeks each in Taylorsville, Mississippi, helping Southern
Pines Electric Power Association putits system back together.
Southern Pines is a co-op of 60,000 members, some 40,000 of
whom were without power following the storm. Of course
volunteers of all kinds, from all over the country, went to the
aid of the people and communities battered by Katrina. But
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bill of every resident, farm, store, school, factory, or office
served by those 16 Kentucky co-ops. ﬂuq new charge is in
addition to the fuel adjustment clause, which has been a patt
of your eleciric bill since the 1970s.

These charges were fairly significant—around $13 00 pex
month, on average, for the residential consumer. But we live
in Kentucky, which customarily has either the lowest or the
second-lowest electric rates in the country (that distinctior
sometimes changes back and forth between Kentucky anc
West Virginia), and so $13 1s a latger percentage of the average
electric bill here where base rates are lower than they woulc
be in other states where base rates are higher

Yet those are costs that must be paid. To meet mandatec
federal clean air standards, EKPC has invested more thar
$200 million in technology to decrease sulfur, nitrogen, anc
particulate emissions from the burning of coal. The company
which is cooperatively owned by South Kentucky RECC anc
the other distribution co-ops it serves, has installec
precipitators to capture and contain ash before it can escape

_ A Year of Helping Our
- Neighbors, Working Safely,

and Building for the Future.

electric co-ops are uniquely prepared to help each other
because they generally build to the same standards, using
comparable equipment and techniques, as required by the
federal Rural Utilities Service. So the hurricane tragedy
touched our lives here at South Kentucky, as it did in one way
or another for most Americans

But we also must acknowledge in this annual report
events in the past year, and in the coming year, that will have
a more direct effect upon our members. These “events” have
to do with your monthly electric bill Compared to hurricanes
and floodwaters, an increase in electric costs is a totally
different kind of concern We all know that electricity is a
necessity in modern life and it is critically important for us to
keep electric rates as low as possible while providing good
reliable service.

That was the case in 2005, when the Kentucky Public
Service Commission (PSC) authorized East Kentucky Power
Corporation (EKPC), which provides wholesale power to
South Kentucky RECC and 15 other electric distribution co-

through the flue stacks at all three of its coal-burning plants—
including, locally, the John Sherman Cooper Power Statio
in Burnside—and advanced technologies such as selecriv
catalytic reduction (SCR) units for reducing nitrogen oxid
emissions. But further investments will be necessary.

Power-generation companies in Kentucky have had tt
option of imposing the environmental surcharge, subject t
PSC approval, since 1993, EKPC resisted, until continuing t
absorb these costs became unmanageable So as of August, tF
new environmental charge began appearing on the electr
bills of the 474,000 retail customers in 89 Kentucky counti
(plus a few in Tennessee) served by the co-ops that get EKP
power. For the co-ops, including South Kentucky RECC, ¢}
charges are a “pass-through,” which means that this charg
gets forwarded, in its entirety, to EKPC.

However, that is not the case with the next increase yc
will see. In November, South Kentucky RECC reached tl
painful conclusion that we had no choice but to ask for ara
increase, after holding steady for an amazing 17 years witho
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an increase This increase, too, will be modest — 9% for
residential members. We know, first-hand, what this will
mean to our members, because all of the directors of this co-
op, and the vast majority of its employees, are South Kentucky
members, too, and pay the same electric rates as everyone
else.

If the regulatory process proceeds as expected, the new
rates will show up on members’ bills at the end of the summer,
possibly August or September

Business costs multiply

No one with bills to pay needs to be told how the cost of
everything has gone up since 1989-—everything, that is, except
retail electricity if you are a member of South Kentucky RECC
Twao of the major cost-increase categories for our co-op are
property taxes (on buildings, lots, and electric infrastructure
in 13 counties), which have risen 624 percent since 1989, and
insurance (property and liability insurance, vehicle insurance,
and workers compensation), up 500 percent between 1989
and 2004 Diesel costs for SKRECC's truck fleet are now 548
percent greater than in 1989

All these increases include load growth, so a better
example may be to share the unit price increases on the major
components of your electrical service. For example, power
poles have doubled in price, wire costs 63 percent more than
in 1989, and transformers at least 25 percent more. We have
heen very fortunate to have experienced a lot of growth, which
is great for the future, but expensive initially By the end of
2005 our membership had grown to 61,696, Serving more
people, and serving them better, requires building more electric
infrastructure (poles and wires) and improving all our office
facilities in Whitley City, Monticello, Albany, Somerset, and
Russell Springs, so that we can provide more efficient and
responsive services to folks in the outermost reaches of our
service territory But it is this growth that has helped us avoid
a rate increase for 17 years because it lowered our per-capita
overhead costs.

One major component of your cost is purchased (or
wholesale) power While wholesale power cost has been
increasing to SKRECC, the cost we charge our members has
remained the same since 1989, helping to create the need
now for the rate adjustment.

So last fall your Board of Directors concluded the time
had become necessary to file for a rate increase. As South
Kentucky RECC CEO Allen Anderson put it, “We're proud
that in this day and time, with all prices of everything
skyrocketing, we were able to go 17 years without asking for
any base-rate increase This is an accomplishment that not
many companies can say; we managed the co-op carefully and
delayed seeking an increase for as long as we possibly could,
because we know how difficult it is for our members, both
from a financial and competitiveness standpoint. But we have
an obligation to run this co-op in a businesslike fashion, and
we have responsibilities to our creditors. We've reached a point
in time where we have no choice but to ask the state Public
Service Commission for a rate adjustment.”

How much will the increase be?
There will be two components to the coming electric-
bill increase: a higher “customer charge,” and rate increases

“South Kentucky RECC sent several crews
to Taylorsville, Mississippi, to help with
-restoration efforts following Hurricane

Katrina in 2005.




(vour cost per kilowatt-hour of usage) for nearly all rate classes

All eleciric accounts have a monthly customer charge
The flat monthly customer charge may vary from one rate
class to another, but everyone within a rate class pays exactly
the same customer charge each month It reflects a return on
the investment of the basic costs of providing the equipment
necessary to get power from the electric lines to the customer's
meter. Since 1989 that charge for a residential account has
been $5 60 The co-op now proposes to raise it to $8, an
increase of $2 40 per month

The kilowatt-hour (kWh) increase will be different for
different classifications of service Utilities divide their
customers into several classes, such as residential (which
include farms), small commercial, and large power Some of
these classes are divided into further sub-classes

By far the biggest class served by South Kentucky RECC
is residential Ninety-two percent—or 56,955 of the co-op's
nearly 62,000 meters—fit into this category For them, the
cost of a kWh of power will increase from 06111 cents (just
over six cents) to 06461 cents (just under six-and-a-half cents
per kWh) The average South Kentucky residential member
uses 1,119 kWh per month. That member will pay, under the
new rates, about $3 91 more for the same amount of electric
power

The full increase will be a combination of these two
factors: the $2.40 customer-charge increase and the less-than-
half-a-cent kWh increase. If the PSC approves the
adjustments SKRECC has requested, the total impact on an
average residential consumer including school tax and the
environmental surcharge will be around $7 00 per month o
approximately 23 cents more per day

[t took the co-op four months to compile the
documentation required by the Public Service Commission
to make application for a rate increase. That included a
meticulously researched cost-of-service study for each rate
class so that the exact cost to serve each rate class could be
determined The research was conducted with the assistance
of an outside consultant to ensure an objective analysis

In the end, the PSC will allow rates that enable SKRECC
to recover its costs and enough margins to pay the interest on
the debt two times or a TIER of two. In keeping with the co-
op’s status as a consumer or member-owned nonprofit
cooperative, your Board of Directors honors a present
agreement with the PSC to return all revenues of the co-op
in excess of a Two TIER to the members as a patronage refund
each year

In other words, profit is not built into South Kentucky’s
rates

SKRECC formally filed its application with the PSC on
March 17 The approval process usually takes about six months.

Helping our members save

We understand that any time cost increases everyone must
reshuffle their budgets Any increase makes it tough on all of
us, but especially on those with low or fixed incomes. This is
why we urge people to check with South Kentucky RECC on
how to reduce their electricity usage and how to utilize
electricity more efficiently This practice can ease the impact
of any increases on anyone’s budget

Energy-efficiency programs like Button-Up and Tune-
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Up, and home energy audits, have helped hundreds of co-op
members use less electricity while making their homes more
comfortable

The Button-Up program is designed for making electrically
heated homes more efficient and comforrable This program
accomplishes this purpose through payment of incentives to
the member to add insulation to their home When you
Button-Up, South Kentucky RECC will pay an incentive of
$20 for every 1,000 BTUs your heating load is lowered.

Tune-Up is another home efficiency program for SKRECC
members who have electric heat pumps and furnaces It is
offered at a cost of $35 to qualifying members. Tune-Up consists
of air-infiltration testing, sealing ductwork, cleaning indoor
and outdoor coils, changing filters, measuring airflow,
checking the accuracy of your thermostat, and checking the
compressor operation The tests we do may also show you
things you can do to your home to lower your energy costs:
Results from tests of this program showed Tune-Up can
produce a savings of $170/year in heating and cooling costs.
Of course, your exact savings will vary according to your home
and heating system

For people who have an especially hard time paying higher
bills in certain seasons, levelized billing is available Levelized
billing is based on the average number of kilowatt-hours used
in the past 12 months This means that the payment amount
will be only slightly different each month. Members’ accounts
can be set up on levelized billing any time the account has a
zero balance, and unlike other types of accounts there is no
settlement month

The co-op also sells electric thermal storage heaters—
highly insulated units that retain and distribute heat over a
long period of time. Because of their heat-storage capacity,
these units use less-expensive off-peak power, and the co-op

A rendering of the Whitley City office by Taylor-Whimey

Architects
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passes those savings on to you Not only do you receive a 40%
discount on the elecuicity used by the heater, but you will
receive a $50 per KW installation rebate fiom South Kentucky
RECC

There are any number of ways to reduce electricity
consumption and costs. Please call the co-op to ask for help,
which can often be provided cost-free. And tell your neighbors
if you think these opportunities would benefit them

Call center

Your co-op is always on the lookout for ways to improve
our service to members We abide by cost constraints (or else
we couldn’t have operated for 17 years without a rate increase),
but we know that some investments make an enormous
difference for our members

In that spirit, we will soon be rolling out our new call
center, which will enable us to provide comprehensive,
personal service to people with guestions about billing,
electric usage, maintenance, and most inquiries without being
placed on hold or being wansferred The call center will also
separate the functions of telephone calls from “walk-in”
service, which has traditionally been provided by the same
personnel

This new member service is based on an expanded
computer data bank, and telephone attendants trained to
operate it while on the phone with co-op members. They will
rake incoming calls and have the resources to respond to
virtually any inquiry without switching the call to another
employee and risk losing the caller in a maze of recordings
and message systems. You'll speak to a real person when you
call South Kentucky RECC. Usually, you already do, but our
call center technology will provide more efficient and
responsive telephone transactions.

“We are excited that this

process has gotten under

way, and we look forward
to continuing it in our ’

other communities.”

SKRECC CEO Allen Anderson on the construction
of the new buildings

And meanwhile, other member- services representatives
will be free to wait on walk-in members without interruptions
from the telephone

The call center equipment is being installed this summer,
and should be ready for operation early in the fall

New construction

The 2003 annual report announced that South Kentucky
RECC was building for the future; it told that all five of
SKRECC's offices would be replaced by new facilities in those
communities

Construction began in 2005 with the Whitley City
district office, with completion expected at the end of June

CEO Allen Anderson said there were several factors that
led to the construction of that office first.

“The Whitley City office that we occupy now was opened
in the 1960s. In 40 years we have experienced a lot of growth,
making our current facility inadequate, with no room to
expand. And, the new construction on Highway 27 took a
large portion of that facility’s parking area, making it even
more difficult for our members to do business there

“We are excited that this process has gotten under way,
and we look forward to continuing it in our other
communities The new buildings will help us be able to provide
better service to our members, and that is what it is all about—
serving our members as reliably and efficiently as possible.”

Construction on the other district offices—in Albany,
Monticello, and Russell Springs—is slated to get under way
shortly after the Whitley City office is completed, probably
in early July.

Our safety accomplishment

We began this report by acknowledging that Scuth
Kentucky RECC has much to be thankful for, despite the
necessity of a rate increase. One thing to be thankful for, and
proud of, is our safety record — and that may be one of our
most important accomplishments of all. Working with
electricity involves risks, and the only way to minimize them
is with constant attention to safety

Our co-op completed 2005 with zero lost-time accidents
When added to the consecutive safe hours of 2004 and early
2006, that gave South Kentucky 450,000 man-hours of work
without lost time due to accident or injury. If we achieve
500,000 hours we will qualify for a Governor’s Award Look
for an update in a future Kentucky Living issue.

“Tt's something to be proud of,” said CEO Allen Anderson,
“especially considering that we sent 23 of our employees to
help in Mississippi after the hurricane. Working among
destruction and in unfamiliar surroundings, people can be
exposed to potentially unknown dangerous situations. But
safety—public safety and saferty for our employees—is
something we constantly stress in our organization. The big
thing is—all employees going home to their family each night
without injury.”

As our 68th year ends and our 69th begins, by working
safe and as a team, we stand ready to meet our members’ growing
needs.



Annual Report 2006:
South Kentucky RECC Covers “New

Ground” With Office Construction
Projects and a Possible Expansion

.12l electric cooperatives like South Kentucky RECC were created during the 1930s for one specific and important
purpose: to provide electric power to rural Americans, who were not being served by the electric companies of the
day because it wasn’t profitable to build power lines into the countryside for the comparatively few customers
who lived there. Consequently, many rural Americans were still living very much as they had lived in the 1800s,
and the American dream was passing them by.

Cooperatively-owned utilities proved to be the answer, because they removed the profit motive. Rural electric co-ops are
free to concentrate on providing reliable electric service, at rates members can afford to pay.

Times have changed since 1938, when South Kentucky RECC was founded. Yet one thing hasn't changed: financially, it
is still easier to operate an electric utility when the costs of building, repairing, maintaining and improving power lines and
the rights-of-way surrounding them are shared among a greater number of residents.

That's one reason for excitement, as we present this 2006 Annual Report to the members of South Kentucky RECC. The
co-op has been in very productive and amicable negotiations with the Monticello Electric Plant Board (MEPB) and the city
of Monticello, which could allow South Kentucky RECC an opportunity to purchase the assets of the Monticello urility and
taking in its 3,500 customers as new co-op members before the end of 2007.

The parties involved in the negotiations thus far have concluded that this transaction would have long-term benefits for
everyone. Here’s how:

o South Kentucky RECC would add to its predominantly rural service territory the city of Monticello, thus gaining
greater average density (calculated as the number of electric consumers per mile of line). It would also acquire several
commercial loads, which typically purchase more electricity than residences (system-wide, SKRECC is about 92 percent
residential); the revenue from those accounts would help the co-op stabilize its costs for everyone.

> SKRECC’s present members, no matter where they live, stand to benefit because of these advantages to their electric
cooperative. Remember, in a member-owned non-profit cooperative, decisions are not made or driven by profit. The goals are
made to enhance the co-op's financial stability, improve services, and spread costs, which also allows for overall better service
to the members Coming off a year (2006) when South Kentucky RECC had to raise its electric rates for the first time since
1989, members can appreciate a move that could help forestall the need for future increases.

> The City of Monticello would receive a total of $4 686 million from the sale of its municipally-owned utility. The city
would receive this money from annual payments with interest spread over a 30-year period (assets include the electric
distribution system, territorial rights, a substation, real estate, transportation equipment, office equipment, and furniture).
This capital presumably would benefit all taxpayers by delaying the need for possible tax increases for the citizens of Monticellc
and allow the city to accomplish the things that would have a positive impact on their community They also could benefit
from the co-op's economic development office, which has successfully attracted industry and jobs to other communities in
South Kentucky's service area.

s Monticello’s electric consumers would become members of South Kentucky RECC with the $25 membership fee being
paid for each Monticello Electric Plant Board customer by the city of Monticello Members of MEPB would have access tc
many more tesources than are available through their present power provider. SKRECC being a much larger company can
bring economies of scale to the provision of electricity, especially important during power failures South Kentucky RECC has
emergency aid agreements with all of the Kentucky cooperatives, as well as all other Touchstone Energy® cooperatives across
the country. SKRECC has better access to a continuous flow of electrical supplies through its association with United Utdlity
Supply and the Kentucky Association of Electric Cooperatives. Plus, SKRECC offers a number of services for its members,
such as providing electrical inspections and advice through its five-mermber inspection department, home energy audits tc
help people use electricity more efficiently, and provide guidance for new construction projects in terms of efficient heating
systerns and insulation levels, and more. The city’s residents would become full members of the co-op, entitled to have a vote
and have a voice in any membership business meeting and to earn patronage capital each year that SKRECC earns marginzs
(profits) over its costs.



o Monticello's electric employees—12 in number—
would not have anything to lose in this acquisition and much
to gain. The skills of these employees would be welcome, as
the co-op faces the impending retirement of a number of
senior employees in coming years. This is one of the things
that make the timing of this opportunity so crucial The
Monticello Electric Plant Board employees are actually needed
and will become part of 2 much larger, growing company that
will offer many more opportunities for their future growth
and developrment

QOrigins of the proposal

Like co-ops, municipal utilities are a form of public power
In this region, most municipals, in the past, have purchased
their power exclusively from the Tennessee Valley Authority
(TVA). However, as of November 2003, MEPB's TVA
contract allowed an option for utilities being presently served
by the power supplier, upon a 5-year notice, to discontinue
service with them

The Monticello Electric Plant Board took the TVA up
on the offer to explore their options for power by giving the
5-year notice to TVA In November 2003, MEPB sent out
Requests for Proposals (RFPs) to other potential power
providers This attracted the interest of South Kentucky
RECC. The co-op serves about 62,000 members including
the rural areas surrounding Monticello, and because of growth,
the need for more substations, a plan for a new district office,
employee needs, and co-op interest in the Monticello
community, SKRECC CEQ Allen Anderson began sharing
the co-op needs and interests with MEPB Superintendent
Gary Dishman. Both parties began seeing the many synergies
with the possibility of the two companies coming together

The parties undertook negotiations, and in January 2007
e MEPB Board of Directors voted unanimously in favor of
presenting the city of Monticello with a resolution outlining
the sale of MEPB to South Kentucky RECC for $4.686 million
to be paid to the city with interest over a 30 year period. In
February 2007, the Monticello City Council unanimously
agreed to the proposal, which included the amount and
stipulated conditions.

That leaves it up to the citizens of Monticello, and how
they will vote on the issue on the November 6, 2007 ballot.
The Kentucky Public Service Commission (PSC) must also
approve the transaction Primarily, the PSC will focus on the
question of whether the co-op would be subsidizing the
Monticello purchase with its membership’s money. To be
approved, South Kentucky RECC’s investment must be
economically viable and pay for itself, and co-op officials
believe that is the case.

By this time next year we hope to report that South
Kentucky RECC is serving its second small town located in
the county where South Kentucky RECC was founded in 1938
(the co-op already serves Albany). That will mark a new and
promising era for the 69-year-old cooperative

Homecoming
It was there and then in Monticello, Wayne County, that
a visionary group of farmers, rural merchants, and business
“~lks, in places like Slat, Susie, Mill Springs, and Touristville,
cruited sometimes-doubtful local residents to participate
in this seemingly risky scheme—cooperative ownership of a
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company that would put power poles on their ;;roperty and
electric lights in their homes. People had to put up a hard-
earned minimum of $2 50 a month to join.

It was a difficult sell. But the incorporators—Lloyd
Dunnington, Walter Dalton, Ray Oats, G P Rice, John D
McKechnie, AV Stearns, Herschel Henninger, and Foxie
Dunagan—uwere successful, and the papers were signed above
the Monticello Bank on October 8, 1938. Article 11 of the
incorporation papers made it official: “The principal office of
the Corporation [was to be located at] Monticello, in the
County of Wayne, Commonwealth of Kentucky ”

During the 1940s the co-op migrated to Somerser,
although SKRECC has remained the power provider for Susie
and Slat and the rest of rural Wayne County. So somehow it
seems right that South Kentucky RECC may have the
opportunity to serve the good citizens of Monticello, and their
families, schools, and businesses located within Wayne
County.

New central and district buildings

Another major development to give an updated report
on is the progress on the planned construction of new office/
warehouse facilities throughout SKRECC's territory. These
new facilities will replace the current facilities in Somerset,
Russell Springs, Albany, and Whitley City.

The Whitley City office was completed in August 2006
and is now operational. A new facility to serve Wayne County
members has been put on hold, pending the ocutcome of the
Monticello Electric Plant Board proposal. If that is successful,
the co-op will utilize the current MEPB office avoiding the
need for construction in Monticello—another potential
benefit of that transaction.

The Russell Springs and Albany facilities are both under
construction with an expected completion date of August
and November 2007 respectively. The Somerset facility is
well into the design stage with an expected completion date
of 2009

The current faciliries date from the 1950s and ‘60s, and
have become inadequate for today’s growing needs Despite
modifications, none are fully handicap-accessible, which is
required under the Americans with Disabilities Act. The
drive-through windows are heavily utilized, and are intended

The new Whitley City office was completed in August 2006 All
the new South Kentucky RECC district offices will be the same
floor plan and size




for the convenience of our members Through growth and
poor design of the drive -through windows, we are experiencing
longer lines causing the service to be less than desirable by
the co-op. In most cases, the offices are not as inviting or
designed to be as “customer-friendly” as the co-op insists
they be

Above all, though, the co-op has outgrown these spaces
When they were constructed South Kentucky RECC served
ahbout 10,000 members total throughout its 13-county service
area. lts membership now exceeds 62,000. Creating adequate
working space to accommodate the employees, parking,
equipment, new technology, and resources needed to serve a
growing membership that size will make for a more well-
organized company, that is much more convenient and
accessible to the member )

All the new sites will combine office and warehouse space,
improving inter-departmental communication and
efficiencies They will provide indoor shelter for higher cost
vehicles and equipment, protecting them and prolonging
their lifespan District facilities will be fully stocked with
materials and equipment to serve local demand, enabling
prompt response and reducing transportation costs and
“windshield time ”

The co-op recognized the need for this project quickly
approaching several years ago, and hired a consulting firm to
do a needs assessment, objectively evaluate the current
facilities, project future co-op growth, and provide a second
opinion as to where facilities should be located and even if
new facilities were the best decision. The decision was that
the district offices should remain in their host communities,
where each equitably serves about 10,000-12,000 members
(the Somerset office serves 20,000-25,000) These locations,
better equipped, will advance the co-op’s goal of providing
members everywhere with the same quality of service. The
decision also was that building all new facilities and selling
the existing ones would be the most economic approach.

The Kentucky Public Service Commission has already
approved the individual construction projects that have come
before it, including the Whitley City, Russell
Springs, and Albany facilities construction
projects, ensuring that expenditures were {ully
justified and that the co-op’s needs to serve
the membership for the next 30 years were
acceptable. All district office facilities will be
the same floor plan and the same size

The status of the projects is as follows.
McCreary County. The office that serves the
southeast part of our territory remains in
Whitley City, very close to the former
SKRECC facilities. Construction is complete,
and the facility became operational August
2006
Russell County. The district office in the
northwest will be moved from Russell Springs
to a new location on Highway 127 between
Russell Springs and Jamestown, just north of
Russell County High School Construction
began in March 2007 with plans to be
completed by August 2007
Clinton County The new southwestern office
site excavation started in April 2007 with a
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planned completion date of November 2007 The offi
warehouse will be north of downtown Albany at t
intersection of Highway 127 and Snow Road

Pulaski County Relocating South Kentucky RECC's m:
office in Somerset to a new site on the outskirts of town—
the new and as-yet uncompleted Highway 27—will be t
biggest part of the project Plans are to make application
the PSC for approval for the need to construct a new Somer
facility with hopes of having that final approval and grou
broken before the end of 2007 Construction could take up
two years. The Somerset office design, as well as all of the n
district offices, includes a large, modern cormmunity roo
which like the present room can be used not only for co-
waining and conference purposes but by members and t
general public as well.

Eventually, South Kentucky RECC will have valual
assets to sell—its present properties, including the forn
farmland used for the annual membership meeting (The n
headquarters will have sufficient property to hold the eve
on-site.) They are considered guite marketable, which v
allow the co-op to recoup some of its investment in t
buildings that should house South Kentucky RECC for =
plus years into the future.

Call Center a major benefit to member services

Here’s a much-needed improvement your co-op made
2006 without waiting for the completion of new buildings
launched its “call center,” an improved telephone a:
computer system that provides quick, comprehensive servic
to South Kentucky RECC members, with a correspondi
savings in time and efficiencies for employees whose prim:
job responsibilities are to meet the needs of all our walk-
members and also those that prefer to do business by phor

The days of calling the co-op with questions abo
anything—your bill, a service problem, requests for hor
energy audits, new service connections, energy-relat
products, etc—and waiting to be transferred to the rig
department, are over. Now, the “right department” is the ¢

R L Lo

South Kentucky RECC's new call center was put into place August 2006 It
provides quick, comprehensive service to co-op members who telephone with

questions or want to make a payment by phone or anything else they may call fo



center itself Trained call center employees operate a computer
data system that enables them to respond to most inquiries
for the convenience of our members.

SKRECC has always limited its use of automated phone
systems, but this call center utilizes our professional employees
and takes that effort to the next level Callers do receive an
initial automated answer that enables them to go directly to
the dispatch center to report an outage, or dial their party's
extension Otherwise, though, they stay on the line and are
quickly connected to a professional South Kentucky RECC
call center employee who helps them from beginning to end
without the need to transfer the call in most situations

The call center was one of SKRECC’s signal
accomplishments in 2006, improving information and
communication with its members, to reduce the number of
busy signals, and to ensure our members get the service they
deserve It has also yielded other benefits Calls are easily
transferred among all five South Kentucky RECC offices, so if
an office is experiencing a high volume of incoming calls
attendants at another office can relieve the burden, usually
without the caller even being aware. (If a caller wants to speak
to someone at his or her district SKRECC office, that
connection, of course, can be made.)

Launched last June in Somerset, the call center was
gradually expanded to the other district offices as more
employees were trained and the installation completed It

was fully up and running by August, when it became operative
at Whitley City

Funding for daily work

And, finally, South Kentucky RECC has commenced
operations under its new three-year work plan

America's rural electric co-ops sustain their systems
through operations loans provided by the federal Rural
Utilities Service (RUS). Each three-year plan requires
extensive research and careful drafting by the operations staff
to ensure that the RUS will approve the work proposals and

A large portion of South Kentucky RECC's new work plan is for new service

¢

money request. South Kentucky launched its $29 million,
2007-2009 plan in January.

There are no new special projects in the work plan—the
“special” things on SKRECC’s plate, such as moving into
new offices and relocating power lines to accommodate
highway construction, lie outside the work plan’s scope But a
glance at the plan provides insight into what “normal”
operations are like for this growing, 63,000-member, 13-county
co-op.

Forty-two percent of the $29 million will go to new service
extensions, as people build homes and businesses in co-op
territory. SKRECC will upgrade 153 miles of power line—
replacing old copper wire in some places, switching to larger
conductor (wire) elsewhere to carry additional load, and going
from single-phase to three-phase power (look for three wires
on the poles instead of one) where that higher level of service
is needed. Line upgrades will cost abourt $6 6 million

The plan also covers testing, replacing, and improving
line equipment—the transformers, voltage regulators,
capacitors, and fuses that maintain power quality and
sectionalize the system to confine outages to smaller areas
The work plan foresees replacing some 2,400 poles over the
course of three years, at a cost of $3 million.

It takes diligence, dedication, and expertise to run an
electric system as large as SKRECC’s. Unfortunately, it is costly
to meet the growing needs of our members, and we must
continue to make upgrades to the system for better reliability.
Qur costs have drastically risen over the past 17 years, and
with our commitment to continue to improve service, these
are some of the reasons why the co-op finally had to resort to
the 8.4-percent rate increase the Public Service Commission
approved in 2006 and which SKRECC instituted in
September

That increase ended the co-op’s 17-year run of
maintaining steady retail electric prices, but anyone would be
hard pressed to find another cost that stayed the same over
that period. SKRECC is very proud of those 17 years without
an increase and now we are dedicated in building another
good run. We know how critically important
it is to our members to keep rates as low as
possible.

South Kentucky RECC will now continue
its quest to be a good steward of our members’
money and assets while remaining very
committed to making the necessary
investments in facilities, equipment, growth
expansion, and employees. These investments
will help the co-op give members the best
electric service at the most stable prices
possible

South Kentucky RECC’s mission remains
being “for people, not profit” and to provide
reliable service to its members at an affordable
cost and be committed to the growth of local
communities.
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extensions Here, an SKRECC construction crew begins setting poles and

establishing service in a new Wayne County subdivision



outh Kentucky RECC is
pleased to announce the
. opening of its newest office
in Russell County The new
. facility, located at 2405 North
Main Street, Jamestown, Kentucky,
will maintain the same office hours of
7:30 am. through 5:00 p m., Monday
through Friday

SKRECC CEO Allen Anderson
said, “There were many things that led
the board and management to the de-
cision that a new facility was needed
The first consideration we had was that
we are here to serve the members, and
this co-op is for the member and not
for profit. We want to keep local offices
open and serve our members with local
people. We feel the greatest thing we
have to offer is service, and we want to
do the best we possibly can, because our
members deserve it. Secondly, there was
a study conducted by a consultant with
the National Rural Electric Cooperative
Association (NRECA) that projected
South Kentucky RECC’s membership

to be 82,090 by 2018 Our previous fa-
cility in Russell Springs has served our
Russell County South Kentucky RECC
members well for most of the past 30
years, but is becoming more and more
inadequate to meet the growth of today
and into the future. All of our offices
receive a great deal of member walk-in
rraffic and drive-through window traf-
fic, which we appreciate, but with the
growth we've had, it becomes more and
more difficult for our members to eas-
ily gain access to the services they are
seeking. The new facility also meets
all Americans with Disabilities Act re-
quirements ”

In addition, Anderson said the pre-
vious facility was not easily equipped for
roday’s technology.

“Our older buildings are old enough
that it is difficult to try to upgrade them
to the latest technology, and we are con-
stantly striving to keep South Kentucky
RECC on the cutting edge of technol-
ogy in order to provide better service to
our members.”

South Kentucky RECC's new Russell County
office is open for business at 2405 North Main
Street, Jamestown.

Anderson added that the new of-
fice also has a great deal more needed
warehouse storage to help provide faster
service to the Russell County area and
to be more efficient in limiting the need
to transport material from Somerset.

He said another major point is that
the new building has a modern commu-
nity room that is doubled in size of the
previous one, adding that the public-use
community rooms are an irnportant part
of all the new facilities.

The Russell County office is the sec-
ond phase of South Kentucky RECC’s
construction project. A new building in
Whitley City was the first phase, com-
pleted in September 2006. The third
phase of construction has begun in Al-
bany, with the new facility expected ro
be completed in April 2008

Plans are for construction to be
completed at all sites, including Monti-

cello and Somerset, by the first quarter
of 2010 Dok

New Facility Features:
Office—5,200 sq. ft.
Warehouse—9,450 sq. ft.

Community Room—1,350 sq. ft
Total—16,000 sq. ft.

Total Parking—71 spaces

Total Acreage—8 845 acres

Energy Efficiency Measures—
Geothermal Heating/Cooling, Blown

Foam Insulation, Efficient Windows,

Newest Technology in Fluorescent

Lighrting

Wired for Modern Technologies

Fully Secured with Card Reader Entries

Meets ALL ADA Requirements

Kentucky Living » Decemser 2007 7A
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925929 North Main Steet
Post Office Box 910
Somerset , KY 425020910
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Allen Anderson, Head Coach & CEO

For Immediate Release
November 13, 2007

For more information, contact:
Joy Bullock

South Kentucky RECC Opens New Russell County Office:

South Kentucky RECC is pleased to announce the opening of its newest office in Russell
County. The new facility, located at 2405 North Main Street, Jamestown, Kentucky, will
maintain the same office hours of 7:30 a.m. through 5:00 p.m., Monday through Friday.

SKRECC CEO Allen Anderson said, “There were many things that led the board and
management to the decision that a new facility was needed. The first consideration we had was
that we are here to serve the members, and this co-op is for the member and not for profit. We
want to keep local offices open and serve our members with local people. We feel the greatest
thing we have to offer is service, and we want to do the best we possibly can, because our
members deserve it. Secondly, there was a study conducted by a consultant with the National
Rural Electric Cooperative Association (NRECA) that projected South Kentucky RECC's
membership to be 82,090 by 2018. Our previous facility in Russell Springs has served our Russell
County South Kentucky RECC members well for most of the past 30 years, but is becoming more
and more inadequate to meet the growth of today and into the future. All of our offices receive a
great deal of member walk-in traffic and drive-through window traffic, which we appreciate, but
with the growth we've had, it becomes more and more difficult for our members to easily gain
access to the services they are seeking. The new facility also meets all Americans with Disabilities
Act requirements.”

In addition, Anderson said the previous facility was not easily equipped for today’s
technology.

“Our older buildings are old enough that it is difficult to try to upgrade them to the latest
technology, and we are constantly striving to keep South Kentucky RECC on the cutting edge of
technology in order to provide better service to our members.”

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997
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Anderson added that the new office also has a great deal more needed warehouse storage to
help provide faster service to the Russell County area and to be more efficient in limiting the
need to transport material from Somerset.

He said another major point is that the new building has a modern community room that is
doubled in size of the previous one, adding that the public-use community rooms are an
important part of all the new facilities.

The Russell County office is the second phase of South Kentucky RECC'’s construction
project. A new building in Whitley City was the first phase, completed in September 2006. The
third phase of construction has begun in Albany, with the new facility expected to be completed
in April 2008.

Plans are for construction to be completed at all sites, including Monticello and Somerset, by
the first quarter of 2010.

Photo Caption: South Kentucky RECC’s new Russell County office opened for business as of October
22. The new office, located at 2405 North Main Steet, Jamestown, will continue with the same office
hours of 7:30 a.m. to 5:00 p.m., Monday through Friday.

South Kentucky RECC member Kimberly Owens of Russell Springs was the first to take advantage of
the new facility. She made her electric bill payment to long-time SKRECC employee Teresa Bledsoe.
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Allen Anderson, Head Coach & CEO

For Immediate Release
June 6, 2008

For More Information, contact:
Joy Bullock

The 70" edition of South Kentucky RECC’s Annual Membership Meeting held on June 5 was a hot
one and not just because the temperatures soared into the 90s. There were about 16,000 people in
attendance and more than 4,100 members registered.

As with years past, there were educational and informative exhibits for those in attendance to visit,
including health booths, civic organizations, local industry and businesses; car displays; and many
others. In addition, members were treated to some wonderful entertainment this year with opening act
Crossroads Quartet and the featured entertainment Tracy Lawrence, who has had several hits
including “Paint Me a Birmingham,” “If the World had a Front Porch,” “Time Marches On,” and last
year’s number one “You Find Out Who Your Friends Are.”

A new highlight to this year’s annual meeting was the presentation of the flags of the United States
and state of Kentucky. Each year at annual meeting, the flags are presented and the National Anthem
sang, however, this year it was presented in a most unique way. Five SKRECC linemen, Barney
Singleton, Robbie Miller, Mark Wilson, Jon Slavey, and Nick Leger climbed a pole set in the middle
of the grounds and handed the flags up and displayed them at the top followed by the National
Anthem. It was quite a moving experience.

The primary purpose for the Annual Meeting is the business meeting, which started around 7 p.m.
The cooperative’s bylaws provide that each year there shall be an Annual Membership Meeting for
the presentation of reports from SKRECC officers and leadership. Re-elected to four year terms on the
co-op board were Glen Massengale, District 4, and Tom Estes, District 7.

Allen Anderson, CEO of South KY RECC, reported to the membership that the co-op had an overall
good year in 2007 with a $1.6 million positive net margin, and that the co-op does not anticipate any
rate increase in the near future. He did indicate that there may be a need for East Kentucky Power,
SKRECC’s provider of wholesale power, to increase rates by 2% late 2008 or early 2009. If and when
this occurs, SKRECC would only pass on to the members this exact amount.

Anderson said that as with all businesses and South Kentucky’s membership, the co-op is very
concerned about the state of the economy, and assured members that the co-op is doing everything it
can to manage costs without sacrificing service. He said that coal is the primary source of power in
Kentucky, helping the state maintain its ranking as having the fourth lowest electricity costs in the
nation. However, on a political level, coal is being looked at negatively, and Anderson said all of us
need to encourage our leaders to keep coal as a viable power source and to allow Kentucky co-ops to

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997



continue to invest in clean coal technologies so we can continue using this more econornical source to
create power and keep our Kentucky advantage with low cost power.

Anderson also told members that South Kentucky RECC’s building program is nearly complete with
the replacement of the co-op’s 50-year old facilities in the districts. The first new facility in McCreary
County was opened in 2006, the Russell County office opened in 2007, and the Albany office has just
recently opened with a ribbon cutting and open house scheduled for June 26. The new Somerset office
is in the planning and review stages.

Anderson spoke of the many positive things that have been taking place including South Kentucky
RECC’s involvement with Somerset Community College, Somerset/Pulaski County Development
Foundation, Pulaski County Fiscal Court, Lake Cumberland Area Development District, All
Kentucky Electric Cooperatives, Utility Contractors, and all other Utilities on the new Regional High
Growth Training Center (Lineman Training School). The facility, currently under construction, is
located in the technology park off Hwy. 461 in Pulaski County. He said this facility will provide
career opportunities for our young people in Kentucky that have interest m a career in the utility
business, and another purpose of this facility is to support the needs of all utilities across the nation
that are faced with an aging work force with no experienced replacement. This facility is projected to
be operational in late 2008.

Another area Anderson touched on was reliability of service provided by South Kentucky RECC.
According to Anderson, the co-op in 2007 had an overall reliability rate of 99.957%, meaning the
average co-op member had power more than 99.9% of the time. While this is an excellent rate,
Anderson said the co-op will continue to try to improve on the reliability, saying that there are some
areas in the system that do not have as great reliability, for the most part due to the rugged terrain.

An additional way to improve the co-op’s reliability will be to mstall a new automated answering
service. Anderson said this should improve response, particularly during high outage situations. While
dispatchers, the in-house call center, and the off-site call center will remain in place, the automated
service will assist in handling the overflow of calls and will greatly reduce the busy signals and failure
of members to make contact with the co-op in emergency outage situations.

Finally, Anderson said South Kentucky RECC offers many services to members to help them use
electricity more efficiently and help reduce their costs; things like the compact fluorescent light bulbs
(CFLs) that each registering member received from the co-op at annual meeting, which will save
about $13.50 per year in electricity costs for each bulb used; free in-home energy audits to help
members find and correct heat gain/loss areas m their home; tune-ups on heat pumps; button-ups on
their homes, which includes increasing insulation; and many others. In addition, Anderson announced
that South Kentucky RECC is looking at several new programs, such as Direct Load Control, that
members should be able to take advantage of in the near future.



After the Business Meeting, South KY RECC recognized the Washington Rural Electric Youth Tour

recipients and also awarded $11,000 in scholarships to 11 high school seniors in the service area as
part of the Senior Scholarship Program.

South KY RECC believes that investing in our youth has a profound effect on the improvement of the
quality of life in the communities we serve, which fulfills our mission. South KY RECC’s Mission
Statement reads “South Kentucky RECC was formed for people not profit. Its mission is to reliably
provide electricity and related services to its members at a competitive price, and to improve the
quality of life in their communities.”



925929 Noxth Main Streer
Post Office Box 910
Somerset , KY 425020910
Telephone 6066784121
Toll Free 800-264-5112
Fax 6066798279

2y

ATouths

Allen Anderson, Head Coach & CEO

skicccoom

For Immediate Release
June 8, 2006

For More Information, contact:
Joy Bullock

The 69™ edition of South Kentucky RECC’s Annual Membership Meeting held on June 7 was a hot
one and not just because the temperatures soared into the 90s. There were about 15,000 people in
attendance and nearly 4,000 members registered.

As with years past, there were more than 50 educational and informative exhibits for those in
attendance to visit, including health booths, civic organizations, local industry and businesses; car
displays; and many others. In addition, members were treated to some wonderful entertainment this
year with opening act Southern Harmony and the featured entertainment Chris Cagle, who has had a
several hits including “Chicks Dig It,” “Miss Me Baby,” “What a Beautiful Day,” and “Wal-Mart®
Parking Lot.”

The primary purpose for the Annual Meeting is the business meeting, which started around 7 p.m.
The cooperative’s bylaws provide that each year there shall be an Annual Membership Meeting for
the presentation of reports from SKRECC officers and leadership. Re-elected to four year terms on the
co-op board were Charles Gore, District 2, Jerry Purcell, District 3, and Richard Stephens, District 6.

Allen Anderson, CEO of South KY RECC, reported to the membership that the coop has been
working toward the acquisition of the Monticello Electric Plant Board. On January 12 MEPB’s board
voted unanimously for the sale of its assets to the co-op. Then on January 23, the city council voted in
favor of the proposed sale, and it will now appear on the November 6 general election ballot for the

citizens of Monticello to vote their preference. Anderson said there are many positives for the merger,
including:

o The MEPB System would create an immediate revenue stream to South Kentucky
RECC at a cost per member that is nearly % the cost for us to build to a new member

o The City of Monticello, its Citizens, and Wayne County would benefit from the
revenue received from the sell over a 30 year period.

e MEPB System is in the city having more customers per mile of line (higher density
than SKRECC)

e MEPB has more commercial industrial customers per mile of line

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997




o MEPB has a higher load factor

o MEPB has a new office facility& SKRECC needs a new office in Monticello

o The two systems jointly would have stronger buying power

o The two systems would gain efficiency from eliminating duplication of services

o The two systems would have improved reliability and service restoration in time of
emergencies

Anderson also told members that South Kentucky RECC’s building program is well underway and
the first new facility in McCreary County is open, with the Russell County office slated to open in
September. The Albany office will be next and should open by the end of the year. The new Somerset
office is in the planning stages and is expected in 2009.

Anderson spoke of the many positive things that have been taking place including South Kentucky
RECC’s involvement with Somerset Community College, Somerset/Pulaski County Development
Foundation, Pulaski County Fiscal Court, Lake Cumberland Area Development District, All
Kentucky Electric Cooperatives, Utility Contractors, and all other Ultilities on the new Regional High
Growth Training Center. This facility will be located behind the technology park off hwy 461 in
Pulaski County. The facility will cost approximately 3.5 Million Dollars — which has been funded
primarily through Federal, State, and Local Grants, and 0% Interest Loans. Anderson said South
Kentucky RECC’s contribution to this effort has only been in providing labor assistance in helping to
pull all the resources together, but we feel very proud to be part of this group effort. He said this
facility will provide career opportunities for our young people in Kentucky that have interest in a
career in the utility business, and another purpose of this facility is to support the needs of all utilities
across the nation are faced with an aging work force with no experienced replacement. SKRECC
could lose up to 40% of its skilled employees in the next five years to retirement added Anderson.
This facility is projected to be operational i late 2008.

Another area Anderson touched on was reliability of service at an affordable cost. He said SKRECC
visually inspects 3,000 plus miles of line each year which allows us to cover the entire system every 2
years. This allows for the correction of possible problems before they occur. According to Anderson,
the co-op continues placing a lot of resources into improving reliability. Due to these efforts, in 2006
reliability was 99.9%. This is extremely good for a system the size of South Kentucky RECC, which
manages 6,540 miles of line.

Finally, Anderson reported that South Kentucky RECC had its first rate increase in 17 years in
October 2006. It was an 8.2% average increase. He stated that this increase along with expected
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growth in the future should make the necessary improvements to SKRECC margins and allow the co-
op to meet its obligations. He said he was pleased to report that Kentucky has the LOWEST rates in
the nation combining all categories, and Kentucky still has the 4™ lowest residential rates in the nation.
He added that South Kentucky RECC continues to closely monitor all costs, while not sacrificing
quality of service and/or reliability to do so.

After the Business Meeting, South KY RECC recognized the Washington Rural Electric Youth Tour
recipients and also awarded $12,000 in scholarships to 12 high school seniors in the service area as
part of the Senior Scholarship Program.

South KY RECC believes that investing in our youth has a profound effect on the improvement of the
quality of life in the communities we serve, which fulfills our mission. South KY RECC’s Mission
Statement reads “South Kentucky RECC was formed for people not profit. Its mission is to reliably
provide electricity and related services to its members at a competitive price, and to improve the
quality of life in their communities.”
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For Immediate Release
June 10, 2005

For More Information, contact:
Joy Bullock

The 67" edition of South Kentucky RECC’s Annual Membership Meeting held on June 9 will be
remembered for years to come. There was a record crowd with about 20,000 people in attendance and
nearly 5, 000 members registered.

As with years past, there were more than 50 educational and informative exhibits for those in
attendance to visit, including health booths, civic organizations, local industry and businesses; car
displays; a chainsaw sculptor; and many others. In addition, members were treated to some wonderful
entertainment this year with opening act The Blakey’s Gospel Group and the featured entertainment
Blake Shelton, who is currently on the charts with his song “Goodbye Tune.”

The primary purpose for the Annual Meeting is the business meeting, which started around 7 p.m.
The cooperative’s bylaws provide that each year there shall be an Annual Membership Meeting for
the election of directors and for reports from SKRECC officers and leadership. The following
Directors were re-elected in their perspective districts without opposition. They were: John Pruitt, Jr.,
District one, representing part of Pulaski County, and William Shearer, District five, representing
Clinton County.

Allen Anderson, CEO of South KY RECC, reported to the membership that the coop will for the 16™
year have no rate increase. The co-op has not had a rate increase since 1989. He said one of the main
reasons we’ve been able to keep our rates among the lowest in the nation and not have rate increases
all these years has been the tremendous growth that we’ve experienced on our system in both
membership and consumption of electricity. However, since 911, growth and consumption have both
increased at a much, much slower rate. Anderson added that South Kentucky RECC hopes to be able
to hold the line again in 2006, but it will depend on the rate of this growth.

And, while South Kentucky RECC hasn’t raised rates, Anderson did explain to members that they
will notice a change m their bills beginning in August. An environmental surcharge has been approved
by the Kentucky Public Service Commission, which will be added to members’ bills. The surcharge
reflects the costs of measures taken by our power producer, East Kentucky Power Cooperative, which
are required under the federal Clean Air Act. These measures include equipment to reduce air-
pollution emissions at our power-producing plants like Cooper Station in Burnside. This is a pass-
through for South Kentucky RECC, which means the money we collect from this item on your bill
will not be kept by us, but sent on to East Kentucky Power for them to use for the cost of owning,
operating and maintaining the equipment to reduce emissions.

Albany 606-387-6476 Monticello 806-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997
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Anderson also discussed the construction of new facilities in each of its five major service centers:
Russell Springs, Albany, Monticello, Whitley City, and Somerset. According to Anderson,a the co-op
1s nearing ground breaking for the Whitley city office.

After the Business Meeting, South KY RECC recognized the Washington Rural Electric Youth Tour
recipients and also awarded $11,000 dollars in scholarships to 11 high school sentors in the service
area as part of the Senior Scholarship Program.

South K'Y RECC believes that investing in our youth has a profound effect on the improvement of the
quality of life in the communities we serve, which fulfills our mission. South K'Y RECC’s Mission
Statement reads “South Kentucky RECC was formed for people not profit. Its mission is to reliably
provide electricity and related services to its members at a competitive price, and to improve the
quality of life in their communities.”



SOUTH KENTUCKY RECC {tem No. 6
CASE NO. 2008-00371 Page 1 of 1
Wiiness: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Question

On page 32 of the Facilities Analysis, Exhibit 1 of the Application, the estimated
cost of the building is state to be $20,040,000. In Exhibit 6 of the Application, the
estimated cost of the building is stated to be $19,389,635. Fully explain the reason
for the difference and indicate which estimate is correct for the purpose of this
application.

Response

The cost estimate provided in Exhibit 1 is an estimate provided by the author of
the Facilities Analysis. This estimate has been presented on the basis of average
prices applied to the appropriate building area. It is not a detailed estimate based
on bid specifications that may be a part of a Request for Proposal ("RFP"). It's
purpose was to provide a ball park on the expected cost of the project.

The cost estimate presented in Exhibit 6 is based on actual bids received by the
general contractor from potential subcontractors.



SOUTH KENTUCKY RECC liem No. 7
CASE NO. 2008-00371 Page 1 of 1
Witness: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Question

In Case No. 2006-00402, South Kentucky estimated that the cost of a new
headquarters building would be $13,940,000. Was the building design used for
that estimate the same as the design included in this Application. If not, provide a
description of how the designs differ, including square footage, and the number of
employees the building is designed to accommodate.

Response

The estimate provided in Case No. 2006-00402 for the Somerset headquarters
facilities was a projection made on the basis of the square foot cost for the Albany
and Russell Springs district offices applied to the size estimate of the facilities

at that time. The $13,940,000 was based on an area of 84,900 square feet with

an estimated average cost per square foot of $164.00. The current estimate

has an increase in size for 91,900 square feet with an average cost per square foot
of approximately $210.00



SOUTH KENTUCKY RECC I R T
CASE NO. 2008-00371 T e
Witness: Allen Anderson

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Question
Refer to your response to question 4 of Commission Staff's First Data Requesit.
a. Explain in detail how the general contractor was selected.

b. Did South Kentucky send a Request for Proposal ("RFP") for a general
contractor to construct the new headquarters?

(1) If yes, provide a copy of the RFP and the list to whom it was sent. Also
provide a copy of all responses.

(2) If no, explain why an RFP is not necessary.

¢. Explain whether South Kentucky sent an RFP for the construction of the
proposed new headquarters instead of using a general contractor who wili
break the project into 16 different segments. Provide a copy of the RFP and
all the responses.

Response

a. South Kentucky RECC established in 2003 a Board Building Committee
("Committee") made up of members of South Kentucky. The purpose of this
Committee was to establish a process for the completion of these construction
projects. This Committee decided to use a general contractor approach in
building the new district offices at Whitley City, Albany, and Russell Springs and
the new headquarters in Somerset.

Five contractors were selected for interview by the Committee. To receive an
interview, the contractors must have demonstrated the ability to complete
projects of this magnitude. Five general contractors were interviewed and
their names are listed below:

Branscum Construction Co.
CDS

Denham and Blythe
Wilburn Construction
Lucas Construction



SOUTH KENTUCKY RECC

CASE NO. 2008-00371 TR 2L OF

Withess: Allen Aﬁderscm
RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

CDS was initially selected to do the construction for the Whitley City district
office. But after the initial design of this office, the board rejected the cost
projections of CDS. CDS was replaced by Taylor Whitney and Branscum
Construction provided the general contractor work at Whitley City.

South Kentucky duplicated the Whitley City district office at Albany and Russell
Springs by bidding these projects. All previous parties to the Whitley City
project were no longer a process. The general contractor on these two
construction projects was Sexton Construction.

Since Sexion Construction was determined not to be large enough to do

the Somerset headquarters facilities, a new general contractor was selected.
Wilburn Construction, who had been one of the initial general contractors
interviewed by the Committee and had been a sirong second choice, was
chosen as the general contractor for the Somerset headquarters.

Please see a description of the selection process outlined in ltem a above.

Attached you will find a copy of the RFP sent out by Wilburn along with a copy
of all the responses received.

P
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D. W. WILBURN, INC.

153 Blue Sky Parkway
Lexington, Kentucky 40509
(859) 263-2720
FAX (859) 263-5692

November 19, 2008

Amy Acton

South Kentucky Rural Electric Cooperative Corp.
925-929 N. Main Street

Somerset, KY 42503

RE: South Kentucky RECC Corporate Administration & Operations Facility

Dear Ms. Acton:

This letter is being sent in response to your e-mail request dated today for information needed for
your responses to PSC for the 2nd Request for Information. Attached you will find a copy of our
cover letter dated May 21, 2008 sent to your office with our bid information as well as all the
backup documentation noted in the letter. The subcontractors who chose to bid the project are
listed in column two of the bid recap sheet. This is not a complete listing of subcontractors who
were sent information and invited to bid on this project but only a listing of those vendors who
chose to bid.

I feel this documentation answers the questions posed in your e-mail. Please contact me should
you have additional questions regarding this matter.

Sincerely,
D. W. Wilburn, Inc.

FTY -
A / /2 / S—
/ f/ / é’/ [ ———

Doug Wilburn
President



South KY RECC New Building Complex

Division One Sub-Contractor/Supplier | Notes & Comments Bid Day Quotes Used Qum’ces
General Requirement| DWW Total Package $443,388.00

Division Two

Earthwork/Storm|Weddle Enterprises Total Package $1,498,750.60 S 8. 750,00
McGowan Excavation Total Package $1,588,639.00
Kay & Kay Total Package $1,795,000.00

Asphalt and CurbjHinidle Total Package $1,149,604.00 $1.,149,604.00
Kay & Kay Total Package $1,164,000.00

Earthwork for Concrete| DWW Total Package $229,437.00 $229,437.00
Concrete Pavement| DWW Total Package $313,447.00
Concrete Sidewalks| DWW Total Package %65,083.00

Termite Control|Heritage Pest Toial Package $16,500.00 $10,500.00
Blackdiamond Total Package $10,975.95

(wrong sqft, used their unit price with correct sqft)

Landscape|Miracle Lawn Total Package $356,125.00
Fast Tennessee Lawn Total Package $360,000.00
Hillenmeyer Landscape Total Package $523,704.82
Fence|Geddes Fence Total Package $179,180.00

{ Add dumpster gate $7,500 to final price)
Flener Brothers Total Package 1 $159,500.00

(No dumpster gate chainlink fence at warehouse)

Site Furnishing|Atlas Toial Package $2,167.00 42, 167.00
Division Three e
Biding/Concrete| DWW Total Package 41,707.712.00 BN P
(price includes L.C.F material quote) e:-g
1.C.F Material |Holdfast Total Package $93,004.40 -

(Used, due to their installation cost)
Reward Wall Systems Incomplete Package $91,942.50 T




(wrong saft)

Dixie ICF, LLC Total Package $95,232.00
Division Four
Masonry|{Southerland Masonry Total Package $556,636.90
Roger Carmicle Total Package $586,636.00
Burton Masonry Total Package $596,136.00
Houston Barger Total Package $638,142.00

Division Five

Metal|Fab Sieel Inc. Total Package $545,372.00
G & G Contracting Total Package $608,650.00
(addition quotes coming Friday)
Railings|Designer Pallets Total Package $117,240.00

Steel Trusses

Grayhawi

Total Package

$26S,821.00

Tri-State

Total Package

$283,157.00

Metal Column Cover

Out o Bid

Total Package

$1,985.00

Division Six

Custom Cabinets|Kentucky Caseworks Total Package 4$38,400.00

Kitchen/Breakroom Out to Bid roughly $42,295.00

Heavy Timber Decking|Gavion Lumber Total Package $10,143.60

Rough Carpentry| DWW Total Package $77,700.00

Division Seven

Roofer's|Isaacs Specialty Total Package $608,300.00 SENS,300.00

Dixie Roofing Totai Package $623,600.00

JBK Roofing Totai Package $638,500.00

JC Industries Total Package $735,000.00

Kerkin Roofing Total Package $772,874.00

Caulking |ABG Caulking Total Package $57,350.00

South Central Caulking Incomplete Package $5,135,000.00

Spray Insulation|Omni Total Package $344,900.60

Priority 1 Construction Total Package $350,000.00

Air Barrier| DWW Total Package $827.00




Water Repellent

DWW

Total Package

$22,000.00

Division Eight

Doors, Frames, Hardware

Atlas

Total Package

$129,249.00

(final price includes dw lebor cost)

Overhead Coiling Doors

Overhead Doors

Total Package

$136,470.00

Door Authority Total Package $154,175.00
Somerset -Burnside Total Package $154,528.00
Glazing|Stanford Glass Total Package $267,600.00 4207,000.00
Bluegrass Doors Total Package $232,300.00
Rogers Aluminum Total Package $263,500.00
Green River Glass Incomplete Package $258,000.00
(no glass entrance,sunshades,or mirrors)
Division Nine
Gyp,Ceiling,Flooring|Bennett's Carpet Total Package 4768,000.00 3768,000.00
Wilder Enterprises Total Package $837,400.00
C K Construction Incomplete Package $776,194.00
(No, sheet Carpetl, resilient carpet)
House of Carpet Incomplete Package $78,400.58
(No,Gyp,ceiling,and cork rubber tile)
Ceramic Tile and Terrazzo|Mariina Bros Total Package 475,728.00 75, 723.00
Rosa Mosaic Totai Package $93,663.00
Painting|Fox Painting Total Package %$148,100.00 5348,1.00,00
Boggs Painting Total Package $262,400.00
(additional quotes Friday)
Division Temn
Specialties|Atlas Total Package 4115,248.00 G5, 248.00
Division X Specialties Incomplete Package
(doesn't include outside signage)
New Line Incompiete Package
(doesn't include outside signage)
pole Tech Just Flagpole
Smith Architectural Just Flagpole
Division Eleven
Banking Equipment|Quality Service installation Tota] Package $25,440.00 $25,440.00
Dock Leveler|Overhead Doors Total Package $14,098.60 41.4,098.00




Dock Bumper|Atias

Total Package

$301.00

Division Twelve

Floor Mats|Atlas Total Package %$2,925.00
C/S Group Total Package $3,872.00
Kadee Industries Total Package $3,985.00

Roller Shades|Dixie Lite-Trol Company Total Package $44,240.00 544, 240.60

Division Thirteen

Office, Maintence building|G&G Contracting Co

Total Package

$1,156,577.00

Ceco Building Systems

Material Only

$852,261.00

(Fleet Canopy excluded by DW)

Division Fourteen

Conveying Systems|D-C Elevator Corpany Total Package $44,590.00
Division Fifteen
Mechanical|Foster Heating Total Package $2,429,570.60 42,429, 570.00
FREI Plumbing Total Package $2,546,650.00
Epperson Incomplete Package $2,654,831.00

(added outside package 335,330)

Fire Protection|Rough Estimate

Total Package

$2,829,570.00

{budget number only: design not complet)

Division Sixteen

Electrical |Diamond Electrical Inc Total Package $1,874,132.00 132,00
Fayette Electrical Service Total Package $2,050,420.00
F.1.E Flectrical Inc Incomplete Package $1,625,675.00

(Incomplete light package)

Bond/Insurance

Design Fee's

50/ Contractor's Fee

Total Budget

$1.3,523,430.00

5% Contingency
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D. W. WILBURN, INC.
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153 Blue Sky Parkway
Lexingion, Kentucky 40509
(859) 263-2720
FAX (859) 263-5692

May 21st, 2008

South Kentucky RECC
925-929 N. Main Street
Somerset, Kentucky 42503

ATTN: Allen Anderson
RE: South Kentucky RECC Corporate Administration & Operations Facility

Please find attached two copies of the recap of the bids for the above project from last
Thursday. Please note that the spreadsheet outlines who bid, the amount bid and any
notes and comments, as well as copies of the bids themselves.

After your review I would like to have a meeting with you to discuss the bids. I have
further recommendations and comments regarding certain phases and portions of the
work. These bids are good for 60 days, however, I understand that you have an approval
process involving your board and the PSC. Having said this, even though the bids came
in within budget, there are areas where the costs can be improved to help offset any price
escalation should there be any extended period of time before the building process
begins.

I would recommend that the site work begin as soon as possible due to the time of the
year and price escalation.

I will call you no later than Thursday to arrange a time to meet with you to discuss these
issues. As always, should you have any additional questions or concerns, feel free to

contact me.

Sincerely,
D. W. Wilburn, Inc.

Doug Wilbum
President



APR-25-200838 15:13 From:WEDDLE ENTERPRISES 686 678 @187 To:859 263 5652

ENTERPRISES
"We Move The Earih”

DATE 4-25-08
ATTN: D.W. WILBUN, DOUG WILBURN
SOUTH KENTUCKY RECC

WEDDLE ENTERPRISES WILL FURNISH ALL EQUIPMENT, MATERIAL AND
LABOR FOR THE SITE WORK, STORM DRAINAGE, AND EROSION CONTROL
FOR THE NEW CORPORATE OFFICE FACILITIES FOR SOUTH KENTUCKY
RURAL ELECTRIC COOPERATIVE CORPORATION IN SOMERSET KY.

EARTHWORK AND EROSION CONTROL SCOPE

1. STRIP AND STOCKPILE TOPSOIL FROM ALL DISTURBED AREAS

2. CUT, FILL AND COMPACT TO SUBGRADE DESIGN ELEVATIONS PER
REVISED DRAWING AND SPECS SD 3.0 DATED 3-28-08

3.ALL COMPACTION TESTING ASSOCIATED WITH EARTHWORK AND FILL
OPERATIONS UNDER BUILDINGS AND PAVED AREAS

4. REPLACE AND FINE GRADE TOPSOIL IN AREAS TO RECEIVE GRASS.

5. EROSION CONTROL PER DRAWINGS AND SPECS SD 2.0 THRU 2.5
CONSISTING OF WIRE SILT FENCE, TEMP CONSTRUCTION ENTRANCE, TEMP
INLET PROTECTION, ROCK CHECK DAMS, AND SEDIMET BASINS,

6. ALL LAYOUT ASSOCIATED WITH SITEWORK

STORM DR

Received Time Apr. 25, 2008 3:38PM No. 2336




APR-25-2008 15:13 From:WEDDLE ENTERPRISES 686 £78 0187 T0:8538 263 56592 P.373

1. ALL PIPE, CURB INLETS, DRAIN INLETS, DROP BOXES AND HEADWALLS
ASSOCIATED WITH STORM PIPE PER DRAWING SD 3,3 AND 3.2

2. 67 CAST IRON DOWNSPOUT BOOTS AND ALL ASSOCIATED
UNDERGROUND PIPE.

3. 21 ZERN-1400 HD CAST IRON CLEANOUTS AND ALL ASSOCIATED PIPE.

4. ALL LAYOUT ASSOCIATED WITH STORM WORK.

FOQRA TOTAL OF _$1.498,750

DOES NOT INCLUDE VALUE ENGINEERING VOLUNTARY DEDUCT FOR
EROSION CONTROL..

THANK YOU FOR THE OPPORTUNITY TO PROVIDE THIS QUOTE, ANY
QUESTIONS PLEASE CALL.

SHANE WEDDLE

1606-67&%5%

Received Time Apr.25. 2008 3:38PM No. 2336



McGowan Excavating, Inc.

Royce McGowan, President

285 Richardson Rd. 606-871-7445
Nancy, KY 42544 606-451-9392
Fax: 606-871-9407

TO: D W. Wilburn, Inc.
DATE: April 25, 2008
RE: Bid for the Corporate Office Facilities, South KY RECC

Somerset, KY

We respectfully submit the following:

Lump sum bid for Erosion Control (Sheet #SD-2.0), Storm Drainage (Sheet #SD-3.2),
and Overall Site Grading plan (Sheet #SD-3.0), per latest revision of plans dated March
28, 2008, Project #07120.

All work will be performed in accordance with plans and specifications as submitted by
D.W. Wilburn, Inc., for the Corporate Office Facilities, South KY RECC, Somerset, KY.

Total lJump sum bid $51,588,639.00

(One million five hundred eighty-eight thousand six hundred thirty-nine dollars and no
cents)

We appreciate the opportunity to bid your job and look forward to possibly working with
you on this project.

Sincerely, Dee_esNe—J

. Lo @norio
/g""ﬂ“ Do s Gi® ARG cD e}
Royce McGowan

President
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KAY & KAY CONTRACTING, LLC
1355 KEAVY ROAD
" LONDON, KY 40744
PHONE 606-864-7384
FAX 606-878-9223
FACSIMILE TRANSMISSION
To: FROM: Jamie Proffitt, Graduate Engineer
] C (/\rfS O)Offl,cf’vl’
Company: ‘ Fax Number:
Dew wllbarn ESTG - D[ - 5T
Date: # Pages Sent Including Cover Sheet
L } 25 c/@ﬂf-'/ 05 /‘/
Message:

Sppeec A.d

Received Time Apr. 25, 2008 1:45PM No. 2317 )
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KAY & KAY CONTRACTING, LLC
1355 Keavy Road
London KY 40744

606-864-7384; Fax 606-878-9225
“An Egual Opportunity Employer M/FIHN/D”

TRANSMITTAL LETTER

Date: April 25, 2008
TO: Chris Cornett
PROJECT.: SKRECC Bid
FROM: Jamie Proffitt

Please find enclosed the following information for the referenced project:
Lump Sum Bid for proposed site work.
If additional information is needed, please feel free to contact me.

SUBMITTED BY: - Jamie Proffitt

Received Time Apr. 25 2008 1:45PM No. 2317
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Kay & Kay Contracting, LLC
1385 KEAVY ROAD
LONDON, KY &40744-8803

WILLIAM ROBINSON, PRESIDENT PHONE 806-B64-7384
RON PFAFF, VICE PRESIDENT FAX 606-878-9225

QUOTATION
SOUTH EAST KENTUCKY RURAL ELECTRIC
PULASKI COUNTY, KY
APRIL 25, 2008
2:00 P.M. EST

DIVISION 2: SITE WORK

A. Earthwork $ Nz CYaYaVo ke

Includes clearing & grubbing, topsoil stripping
and replacing, site excavation (unclassified)
and embankment.

£
B. Concrete $ //3, DOO=
a. Curb & Gutter

C. Storm Drainage $ ARZ OO

D. Asphalt & Aggregate Paving $ Z@% ODN ==

E. " Erosion Control & Sediment Controls $ Z 33, OHD2RE
TOTAL BID s 2953000

Received Time Apr‘ 25 2008 ]:45PM"NO. 2317OPPORTUNIT‘( EMPLOYER M/F/MHN/D"
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The following notes are applicable to this quotation:

1.

2.

10.

11.

12.

Asphalt paving prices are firm for the duration of the project.
No seeding, erosion control blanket, or landscaping is included.
We exclude sanitary sewer,

We exclude any water lines.

Any connection fees required by local utilities are not included.
Concrete paving is not included.

Chain link fence, ornamental fencing and gates are not included.

Termite control is not included.
Staking for our portion of work only is included.

Traffic control for our work only is included; no signalization is
included.

Spoil from other subcontractors to be placed at location determined by
Kay & Kay, if they are to be removed.

Quotation includes remediation of two sink holes.

Thank you for the opportunity to quote this project. If additional
information is required, please feel free to contact me.

Sincerely, ygg - \orgpe T

> ﬁ%‘kw

KAY & KAY CONTRACTING, LLC oS = Eng oo T 2 |

Vice President }(eg-* R remrttaes F T Ty

Received Time Apr. 25 2008 1:45PM No. 2317
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KAY & KAY CONTRACTING, LLC “
1355 Keavy Road
London KY 40744

606-864-7384; Fax 606-878-9225
“An Equal Opportunity Employer M/FHIV/DY

TRANSMITTAL 