
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF EAST KENTUCKY POWER ) 
COOPERATIVE, INC. FOR GENERAL ) CASE NO. 2010-00167 
ADJUSTMENT OF ELECTRIC RATES ) 

NOTICE OF FILING 

Notice is given to all parties that the following materials have been filed into the 

record of this proceeding: 

- 
conducted on December 9, 2010 in this proceeding; 

- 
video recording; 

- All exhibits introduced at the evidentiary hearing 
conducted on December 9, 2010 in this proceeding; 

- A written list of the exhibits introduced at the evidentiary 
hearing conducted on December 9, 2010 in this proceeding; 

- A written log listing, inter alia, the date and time of where 
each witness’ testimony begins and ends on the digital video 
recording of the evidentiary hearing conducted on December 
9, 201 0. 

The digital video recording of the evidentiary hearing 

Certification of the accuracy and correctness of the digital 

A copy of this Notice, the certification of the digital video record, exhibit list, and 

hearing log have been served by first class mail upon all persons listed at the end of this 

Notice. Parties desiring an electronic copy of the digital video recording of the hearing in 

Windows Media format may download a copy at http://psc. kv.aov/av broadcast/2010- 

00167/2010-00167 O9DeclO 1nter.asx. Parties wishing an annotated digital video 

http://psc


recording may submit a written request by electronic mail to pscfilinas(3kv.gov. A 

minimal fee will be assessed for a copy of this recording. 

The exhibits introduced at the evidentiary hearing may be downloaded at 

http://psc. ky.~ov/pscscf/20 1 0%20cases/20 I 0-00 1 67/. 

Done at Frankfort, Kentucky, this 14'h day of December 2010. 

Director, Filings Division 
Public Service Commission of Kentucky 

http://pscfilinas(3kv.gov
http://psc
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 
APPLICATION OF EAST KENTUCKY POWER 
COOPERATIVE, INC. FOR GENERAL 

1 
) CASE NO. 2010-00167 

ADJUSTMENT OF ELECTRIC RATES ) 
1 

C E RTI F I CATE 

I, Kathy Gillum, hereby certify that: 

1. The attached DVD contains a digital recording of the hearing conducted in 

the above-styled proceeding on December 9, 201 0; 

2. I am responsible for the preparation of the digital recording; 

3. The digital recording accurately and correctly depicts the hearing; 

4. All Exhibits introduced at the hearing of December 9, 2010 are attached to 

this Certificate, as well as the “Exhibit List”, which correctly lists all exhibits introduced at 

the hearing of December 9,2010. 

5. The “Hearing Log” attached to this Certificate accurately and correctly 

states the events that occurred at the hearing of December 9, 2010 and the time at 

which each occurred. The hearing of December 9,2010 is Part 2 of 2, with Part 1 being 

heard on November 30,2010. 

Given this j q h d , y  of December, 2010. 

MY corn fill ’ssion expires: 3,2013 
1 



Case Number: 2010-167-09DecEO 

Case Title: East Kentucky Power Cooperative, Inc. 
Case Type: General Rates 
Department: 
Plaintiff 
Prosecution: 
Defendant: 
Defense: 

D 
Location: Default Location 
Judge: David Armstrong, Jim Gardner, Charles Borders 
Clerk: Kathy Gillum 
Bailiff 

Event Time Log Event 
8:21:15 AM Case Started 
8:21:22 AM Case Recessed 
10:00:56 AM Case Resumed 
10:01:02 AM 

10:01:02 AM Normal Mode Activated 
10:01:02 AM Camera Lock Deactivated 
10:01:07 AM Preliminary Remarks 
10:01:56 AM Introductions 

Camera Lock Mode Deactivated 

Note: Kathy Gillum 

10:03:01 AM Housekeeping Issues Discussed 
Note: Kathy Gillum 

10:04:14 AM No Public Comments 
10:04:20 AM Witness, Anthony Campbell, EKPC 

Note: Kathy Gillum 

10:08:57 AM Questions by Commissioner Borders 
Note: Kathy Gillum 

Mark David GOSS, counsel for EKPC; Anthony Campbell, Pres.\CEO 
EKPC ; Lawrence Cook and Dennis Howard, counsel for OAG; Mike 
Kurtz, counsel for Galiatin Steel; and Quang Nguyen, PSC Staff 
Attorney 

Notice has been given and pre-filed into the record. Motion made 
to file the settlement agreement. No objections to the filing of 
motion. 

Witness called by Mark David GOSS, EKPC. Mr. Goss requested 
that Mr. Campbell and Mr. McNalley testify, then any other 
witnesses would be called for cross at the other parties discretion. 
Parties agreed. Witness made changes to pre-filed testimony. 
The first change is page 3, line 13 and 14, name should be 
changed to Mr. McNalley due to Mr. Eames retirement. The 2nd 
change is page 4, lines 21 and 22, John Twitcher should be 
changed to Julie Tucker. Witness adopts pre-filed testimony with 
the 2 changes. 

Questions regarding the small number of persons showing up at 
the public meetings. Questions regarding Audit Management 
Report used by EKPC. 
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10:12:24 AM 

10:14:00 AM 

10: 15: 19 AM. 

10:15:30 AM 

10:17:41 AM 

10:17:57 AM 

10: 16: 14 AM 

10:28:35 AM 

10:32: 16 AM 

10:33:07 AM 

10:36:10 AM 

10:36:39 AM 

10:37:29 AM 

10:40:49 AM 

10:41:37 AM 

10:43:33 AM 

10:44:59 AM 

10:46:42 AM 

10:47:14 AM 

Questions by Commissioner Gardner 

Cross Examination by Dennis Howard, OAG 

Witness excused (Campbell) 
Witness, Mike McNalley, EKPC 

Note: Kathy Gillum 

Note: Kathy Gillum 

Questions regarding loan\financing for projects. 

Questions regarding recommendations. 

Note: Kathy Gillum Witness called to testify by Mark David GOSS, EKPC. Witness 
adopts pre-filed testimony. Mr. Goss makes Motion to Admit Pre- 
filed Testimony in Support of Settlement Agreement. 

Mr. Cook reserves the right to recall witness. 

Questions regarding pages 3 and 4. Questions regarding 
Settlement, pages 4 and 5, regarding over earning mechanism. 
Questions regarding Paragraph 6( b). Questions regarding TIERS. 
Questions regarding page 5, paragraph 8 pertaining to Smith I. 
Questions regarding reduction of base rates. Questions regarding 
10 year amort. Questions regarding page 6, paragraph 3 of 
Settlement Agreement. Questions regarding Page 8, paragraph 7 
of Settlement Agreement. 

Mr. Goss introduced Motion for Leave to file Settlement 
Agreement and Supporting Testimony. Marked as EKPC Exhibit 1. 

Questions regarding settlement elements. Questions regarding 
page 2 and page 8. 

AG agrees to the many items but not the revenue. 

Questions regarding base rate case and surcredit mechanism. 
Questions regarding Smith costs. 

Mr. Goss explains Case No. 2010-449 

2010-238 is the investigation case. 2010-449 is case to recover 
costs already expended in Smith I. 

Questions regarding TIER. 

Clarification of question regarding over-earning. 

Clarification regarding base rates and recovery. 

Questions regarding base rate and recovery. 

Questions regarding Exhibit 2 to pre-filed testimony, Table 1, Base 
Rate Impact (Old Load Impact Table) and Table 2, Base Rate 
Impact (New 2010 Table). Questions regarding what the base 
rate impact is regarding both of the tables. 

Statement by Lawrence Cook (OAG) 

Examination by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Note: Kathy Gillum 

Exhibit introduced by Mark David Goss (EKPC) 
Note: Kathy Gillum 

Questions by Commissioner Borders 
Note: Kathy Gillum 

Statement by Dennis Howard (OAG) 

Questions by Commissioner Gardner 
Note: Kathy Gillum 

Note: Kathy Gillum 

Statement by Mark David GOSS, EKPC 

Statement by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Note: Kathy Gillum 

Questions by Commissioner Gardner continues 

Statement by Dennis Howard (OAG) 

Cross Examination by Mike Kurh, Gallatin 

Questions by Commissioner Gardner 

Examination by Quang Nguyen (PSC) 

Note: Kathy Gillum 

Note: Kathy Gillum 

Note: Kathy Gillum 

Note: Kathy Gillum 

Note: Kathy Gillum 

Witness Excused (McNalley) 
Witness, McNalley recalled 

Note: Kathy Gillum Witness recalled by Lawrence Cook (OAG). 
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10:47:31 AM 

10:53:17 AM 

10:53:52 AM 

10:55:19 AM 

10:55:50 AM 

10:56:02 AM 

10:56:22 AM 

10:59:05 AM 

11:00:50 AM 

11:01:02 AM 

11:01:13 AM 

11:01:48 AM 

11:02:24 AM 

11:08:57 AM 

11:09:23 AM 

11:11:34 AM 

11:12:02 AM 

11:12:20 AM 

11:13:50 AM 

11:14:28 AM 

11:15:44 AM 

11:15:59 AM 

11:21:58 AM 

11:22:10 AM 

Cross Examination by Lawrence Cook (OAG) 
Note: Kathy Gillum Questions regarding revised load forecast. Questions regarding 

Mr. Walker's testimony. Witness was given a copy of Mr. Walker's 
pre-filed testimony to refer to for cross examination. Questions 
regarding Page 5, line 7 of Mr. Walker's pre-filed testimony 
regarding stress tests. 

Questions regarding billing determinants. 

Clarification of billing determinants as used in the settlement. 

Examination by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Statement by Dennis Howard (OAG) 
Note: Kathy Gillum 

Witness excused (McNalley) 
Lawrence Cook (OAG) 

Note: Kathy Gillum 
Witness, Anthony Campbell (EKPC) 

Cross Examination by Lawrence Cook (OAG) 

Mr. Cook calls Mr. Campbell for Cross Examination. 

Note: Kathy Gillum Questions regarding revised testimony, page 4, line 3, regarding 
projected expense increases. 

Questions related to page 5, line 18 of Eicher testimony. 
Questions by Commissioner Gardner 

Note: Kathy Gillum 
Witness Excused (Campbell) 
Lawrence Cook (OAG) 

Note: Kathy Gillum 
Witness, Ann Wood (EKPC) 

Direct Examination by Mark David Goss (EKPC) 
Note: Kathy Gillum 

Cross Examination by Lawrence Cook OAG 
Note: Kathy Gillum 

Mr. Cook calls Ann Wood for Cross Examination. 

Witness adopts pre-filed testimony. 

Questions regarding Revised Load Forecast. Questions regarding 
page 11, line 9 of pre-filed testimony. Questions regarding 
presentation to the Board. 

Mr. Cook requested the Handouts or written materials that were 
presented to the Board. 

Questions regarding outage insurance policy. 

Declaration sheet and amount of premium. 

You want both? Response by Mr. Cook was "yes". 

Questions regarding interest expenses. 

Interest Expense amount - percentage increase. 

Questions regarding private placement debt. 

Regarding amount of private placement debt in the last rate case. 

Questions regarding loans in line for specific projects. Questions 
regarding private placement debt and the Smith plant. Questions 
regarding payroll expense increase. 

Regarding how many employees were dedicated to Smith. 

Data Requested by Mr. Cook (OAG) 
Note: Kathy Gillum 

Cross Examination by Mr. Cook (OAG) continues 
Note: Kathy Gillum 

Data Request by Mr. Cook (OAG) 
Note: Kathy Gillum 

Mark David Goss (EKPC) 
Note: Kathy Gillum 

Cross Examination by Lawrence Cook (OAG) continues 
Note: Kathy Gillum 

Data Request by Lawrence Cook (OAG) 
Note: Kathy Gillum 

Cross Examination by Lawrence Cook (OAG) continues 
Note: Kathy Gillum 

Data Request by Lawrence Cook (OAG) 
Note: Kathy Gillum 

Cross Examination by Lawrence Cook (OAG) continues 
Note: Kathy Gillum 

Data Request by Lawrence Cook (OAG) 

Cross Examination by Lawrence Cook (OAG) continues 
Note: Kathy Gillum 
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11:22:33 AM 

11:24:34 AM 

11:25:34 AM 

11:27:21 AM 

11:32:49 AM 

11:38:20 AM 

11:38:56 AM 

11:43:28 AM 

11:58:39 AM 

12:00:03 PM 

12:01:15 PM 

12:01:47 PM 

12:05:59 PM 

12:12:25 PM 

12:15:29 PM 
12:15:51 PM 

1:33:13 PM 

1:33:28 PM 

1:33:37 PM 

Document presented to witness for examination 
Note: Kathy Gillum Document given to witness for examination by OAG. Document 

described as a study performed by Mercer, page 2 salary 
projections. 

Mr. Cook introduced the Mercer Study as exhibit. Exhibit marked 
as OAG Exhibit 1. 

Questions regarding disputed revenue in general. 

Questions regarding revenue to be received. Quesions regarding 
Exhibit 1 to Settlement Agreement. Questions regarding Refund 
Protection Mechanism. Questions regarding equity position. 

Questions regarding 2010 Load Forecast. Questions regarding 
page 6 paragraph 5 (this may have printed on top of page 7 due 
to electronic copy). Questions regarding PSC 2nd DR Item 29, 
and PSC 3rd Item 9. 

Percentage of the pension plan as related to base pay. 

Questions regarding premium through November. Questions 
regarding Exhibit 1 to pre-filed testimony. Questions regarding 
legal fees. 

Questions regarding review of expenses by executives, directors 
and legal counsel. Questions regarding wages and benefits. 
Quesitons regarding forced outage expenses. Questions regarding 
environment compliance equipment. Questions regarding 
borrowing of monies for unspecified captial projects. Questions 
regarding liquidity. 

Questions regarding O&M cost. Questions regarding variable 
expenses. 

Questions regarding Test Year. 

Questions regarding Test Year. 

Questions regarding page 17, line 16 of pre-filed testimony. 

Questions regarding legal fees in settlement. Questions regarding 
page 14. Questions regarding equity levels and TIER levels v. 
distribution co-ops. Questions regarding DSM. 

Clarification of purpose of outage insurance. 

Exhibit introduced by Lawrence Cook (OAG) 
Note: Kathy Gillum 

Cross Examination by Dennis Howard (OAG) 

Cross Examination by Mike Kurtz, (Gallatin) 
Note: Kathy Gillum 

Note: Kathy Gillum 

Examination by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Data Request by Quang Nguyen (PSC) 

Cross Examination by Quang Nguyen (PSC) continues 
Note: Kathy Gillum 

Note: Kathy Gillum 

Direct Examination by Mark David Goss (EKPC) 
Note: Kathy Gillum 

Cross Examination by Lawrence Cook (OAG) 
Note: Kathy Gillum 

Cross Examination by Mike Kurtz (Gallatin) 

Cross Examination by Lawrence Cook (OAG) 

Questions by Commissioner Borders 

Questions by Commissioner Gardner 

Note: Kathy Gillum 

Note: Kathy Gillum 

Note: Kathy Gillum 

Note: Kathy Gillum 

Re-Direct Examination by Mark David Goss (EKPC) 
Note: Kathy Gillum 

Witness Excused (Wood) 
Case Recessed 
Case Started 
Lawrence Cook (OAG) 

Note: Kathy Gillum 
Witness, Frank Oliva (EKPC) 

Note: Kathy Gillum 

Mr. Cook calls Frank Oliva for Cross Examination. 

Witness adopts pre-filed testimony. 
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1:34:45 PM 

1:49:59 PM 

1:52:46 PM 

1:53:07 PM 
1:55:35 PM 

1:56:20 PM 

1:56:47 PM 

1:57:25 PM 

1:58:08 PM 

2:08:38 PM 

2:10:17 PM 

2:20:17 PM 

2:21:56 PM 

2:23:10 PM 

2:28:07 PM 

2:32:03 PM 

2:32:16 PM 

Cross Examination by Lawrence Cook (OAG) 
Note: Kathy Gillum Questions regarding Revised Load Forecast. Questions regarding 

discovery in case. Questions regarding revenue generation. 
Questions regarding variable expense forecast. Questions 
regarding pre-filed testimony, page 6, line 19. Questions 
regarding private placement debt\financing. Questions regarding 
interest rates. Questions regarding depreciation expenses of 
Smith I. 

Questions regarding new load forecast. 

Provide load forecast with most current information. 

Cross Examination by Mike Kurtz (Gallatin) 

Data Request by Mike Kurtz (Gallatin) 

Cross Examination by Mike Kurtz continues 
Objection by Dennis Howard (OAG) 

Statement by Mike Kurtz (Gallatin) 

Note: Kathy Gillum 

Note: Kathy Gillum 

Note: Kathy Gillum 

Note: Kathy Gillum 

The AG objects to cost information being provided after discovery. 

Mr. Kurtz made a statement that they were just trying to give all 
of the information. 

Mr. Howard stated that the AG wants all of the information 
necessary, but will not have had time to review all of the details. 

Commissioner Gardner stated that the Commission will overrule 
your objection at this time without prejudice to you. Once the 
information comes in to you, renewing your objection as part of 
post-hearing brief and assuming you desire to continue your 
objection, we will review at that time. 

Statement by Dennis Howard (OAG) 
Note: Kathy Gillum 

Commissioner Gardner 
Note: Kathy Gillum 

Direct Examination by Mark David Goss (EKPC) 
Note: Kathy Gillum 

Questions by Commissioner Borders 

Questions by Commissioner Gardner 
Note: Kathy Gillum 

Note: Kathy Gillum 

Questions by Commissioner Borders 
Note: Kathy Gillum 

Examination by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Questions regarding unsecured credit facility. Questions regarding 
lendors' interest in this rate case. Questions regarding financial 
conditions of EKPC. Questions regarding management audit. 

Questions regarding management audit. 

Questions regarding clarification of earlier testimony regarding 
additional rate increase. Questions regarding page 5, paragraph 
8 of settlement agreement. Questions regarding regulatory 
assets. Question regarding GNTs. Questions regarding load 
forecast. 

Questions regarding an additional increase in revenues. Questions 
regarding Management Audit Report. 

Questions regarding TIER requirement. 
Direct Examination by Mark David Goss (EKPC) 

Note: Kathy Gillum Questions for clarification regarding the mehanism that the 6 
million is accounted for. Questions regarding TTER. 
Trans pa rency discussed. 

Questions regarding management audit. 
Questions by Commissioner Armstrong (PSC) 

Note: Kathy Gillum 
Witness Excused (Oliva) 
Statement by Mike Kurtz (Gallatin) 

Note: Kathy Gillum Mr. Kurtz stated that he did not need to put his witness on. 
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2:32:30 PM 

2:33:20 PM 

2:33:48 PM 

2:35:41 PM 

2:44:09 PM 

2:45:22 PM 

2:46:18 PM 

2:47:44 PM 

2:48:02 PM 

2:49:26 PM 

3:01:03 PM 

3:07:11 PM 

3:09:39 PM 
3:lO:lO PM 

3:11:31 PM 

3:16:09 PM 

3:28:05 PM 

3:28:23 PM 

3:29:48 PM 

Statement by Mark David Goss (EKPC) 
Note: Kathy Gillum Mr. Goss made statement that Julie Tucker was available to 

testify. 

Mr. Nguyen stated that he did have questions for Ms. Tucker. 
Counsel decided to place Isaac Scott to testify before Ms. Tucker. 

Witness called to testify. Witness adopts pre-filed testimony and 
rebuttal testimony. 

Questions regarding Page 5 and 6 of Direct Testimony. 

Regarding energy efficiency. 

Regarding energy efficiency. 

Questions regarding Exhibit to Settlement Agreement, page 2 of 5. 

Statement by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Witness, Isaac Scott (EKPC) 
Note: Kathy Gillum 

Questions by Commissioner Gardner 
Note: Kathy Gillum 

Statement by Commissioner Borders 
Note: Kathy Gillum 

Statement by Commissioner Gardner 
Note: Kathy Gillum 

Cross Examination by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Witness Excused (Scott) 
Witness, Julie Tucker 

Note: Kathy Gillum Witness adopts Mr. Twitchels pre-filed testimony. dealing with the 
load forecast 

Questions regarding pre-filed testimony in Case 2010-238, page 
3, lines 16 and 17. Questions regarding page 4 of pre-filed 
testimony. Questions regarding settlement agreement, Exhibit 
MM2 to Mr. McNally's testimony. 

Questions regarding EKPC's load forecasting methods. Detailed 
outline of methods explained by witness. Questiions regarding the 
importance of the load forecast. 

Questions regarding whether the co-ops have the expertise to 
forecast, or if EKPC provides the expertise. 

Examination by Quang Nguyen (PSC) 
Note: Kathy Gillum 

Questions by Mark David Goss (EKPC) 
Note: Kathy Gillum 

Questions by Commissioner Borders 
Note: Kathy Gillum 

Witness excused (Tucker) 
Acknowledgement of Settlement Agreement 

Note: Kathy Gillum 
Commissioner Gardner 

Note: Kathy Gillum 

All parties in agreement with caveat. 

Data Requests due by close of business Wed. Discussion 
regarding timeline for Briefs. 

Case Recessed 
Case Started 
Briefing Schedule 

Note: Kathy Gillum By agreement of the parties and the Commissioner, Post Data 
Requests due by close of business, Monday, December 13, 2010 
and Briefs by December 17, 2010. Hearing adjourned. 

Case Recessed 
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Case Title: East Kentucky Power Cooperative, Inc. 
Department: 
Plaintiff: 
Prosecution: 
Defendant: 
Defense: 

Name Description 
EKPC Exhibit 1 
OAG Exhibit 1 

Motion for Leave to File Settlement Agreement and Testimony in Support 
Mercer Report - Average base pay increases for employees 

Created by JAVS on 12/10/2010 - Page 1 of 1 - 



I ’  COMMONWEALTH OF KEXVTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

GENERAL ADSUSTMENT OF ELECTRIC RATES ) PSC CASE NO, 
OF EAST KJXNTUCICY POWER 1 2010-00167 
COOPERATIVE, INC. ) 

MOTION OF EAST KENTUCKY POWER COOPERATIVE, INC. 
FOR LEAVE TO FILE SETTLEMENT AGREEMENT AND TESTIMONY 

IN SUPPORT 

Comes now East Kentucky Power Cooperative, Inc, (“EKPC”), by and through counsel, 

and hereby moves the Kentucky Public Service Commission (the “Commission”) for leave to file 

Settlement Agreement and the Testimony in support of Settlement of Mike McNalley, Chief 

Financial Officer of ETSPC, 

In support of this Motion, EKPC states that it and the intervenors in this proceeding met 

at the Lexington Offices of Frost Brown Todd LLC on November 24, 2010, for a conference to 

discuss settlement of the matters at issue in this proceeding, The Settlement Agreement that 

accompanies this Motion is contained as Exhibit MM-1 to Mr. McNalley’s testimony and i s  the 

product of those negotiations and represents a complete settlement with Gaflatin Steel Company 

of all issues in the case, and a settlement with the Office of the Attorney General on all issues 

with the exception of the revenue requirements and rates derived from said revenue 

requirements. Mr. McNalley’s testimony describes the Settlement Agreement and the process by 

which the parties reached it, EKPC desires t4 submit the Settlement Agreement and testimony in 

support into the record of these proceedings for the Commission’s consideration and approval to 

permit a change in base rates for service rendered on and rifter January 1,201 1. 

E.K.P.C. EXHIBIT I 



Since the parties have agreed that the new rates are to be implemented for service 

rendered on and after Januaty 1, 201 1, the parties respectfblly request the Commission to issue 

an order approving the settlement, as soon as its schedule permits in order to conform to this 

agreed upon implementation’ date, 

i 

WHEREIFORE, E U C  respectfblly moves the Commission to grant it leave to file the 

attached Settlement Agreement and Testimony in support of Settlement. 

Mark David Goss 
Frost Brown Todd LLC 
250 West Main Street, Suite 2800 
Lexington, KY 40507- 1749 
(859) 231-0000 - TeIephone 
(859) 231-001 1 - Facsimile 
Counsel for East Kentiicky Power. Cuopertrtive, Inc. 

CERTIFICATE OF SERVICE. 

I hereby certify that a true and accurate copy of the foregoing was served by US.  Mail, 

postage prepaid, on December 3,2010 to the following: 

Hon. Lawrence W. Cook 
Hon, Dennis G, Howard, I1 
Assistant Attorney General 
Utility and Rate Intervention Division 
P. 0. Box 2000 
Frankfort, Kentucky 40602-2000 

Hon, Michael L. Kurtz 
Attorney at Law 
Boehm, Kurtz & Lowry 
36 East Seventh Street 
Suite 1510 
Cincinnati, Ohio 45202 

Counsel for East Kentucky Power Cooperative, Inc. ’ 

LEXLibrary 0000191.0563409 390436~1 2 



1 COMMONWEALTH OF KENTUCKY 
2 
3 
4 
5 In the Mattcr of: 
G 
7 GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
8 OF EAST KENTUCKY POWER ) 2010-00167 

BEFORE THE PUBLIC SERVICE COMMISSION 

9 COOPERATIVE, INC, 1 
10 
11 
12 
13 
14 CHIEF FINANCIAL OFFICER 
15 

TESTIMONY ON SETTLEMENT OF MIICE MCNALLEY 

EAST KENTUCKY POWER COOPERATIVE, XNC, 
16 
17 

18 Q. Please state your name, business address and occrrpation, 

19 A. My name is Mike McNalley and my business address is East Kentucky Power 

20 

21 

22 Q. 

23 A. 

24 Q. 

25 A. 

26 

27 

28 

29 

30 

Cooperative (“EKPC”), 4775 Lexington Road, Winchester, Kentucky 40391, I 

am Chief Financial Officer for EKPC. 

How long have you beon employed by EIQC? 

I have been employed by EKPC since Jury 2010. 

Please state your education and professional experience. 

I obtained my undergraduate degree in economics fiom Reed College in Portland, 

Oregon and my Master’s of Business Administration from Dartmouth College. 

Prior to joining EQC, I. held various positions with DTE Energy (“DTE”), 

including chief financial officer and chief operating officer of one of DTE’s 

subsidiaries, DTE Energy Technologies. Prior to joining DTE, I worked as the 

corporate leader of finance or as a senior executive at various companies 



1 

2 

3 Q* 

4 A, 

5 

6 Q* 

7 A. 

8 

9 

10 Q, 

11 A, 

12 

13 

14 

15 

16 

17 

18 

19 Q. 

20 A. 

21 

22 

23 

including Corrillian Corp., Systetn2, Itic,, and Oiiver & Thompson, Inc., all 

located in Portland, Oregon. 

What are your respoiisibilities nt EKPC in your position? 

I atn responsibIe for accounting, finance, performance measures, pricing, and 

regulatory services at EKPC, 

What is the purpose of your testimony? 

The purpose of my testimony is to present the Settlement Agreement reached in 

total by Gallatin and partially by the AG, and to recomniend that the Commission 

approve tlie Settlement Agreement. 

Please describe the procedural backgrouiid of this case, 

On April 26,2010, EKPC filed with the Commission its notice of intent to file a 

wholesale rate adjustment application on or after May 27,20 10. On May 27, 

2010, EKPC Eled its application in Case No, 2010-00167 for a general adjustment 

of its wholesale electric rates using a fully forecasted test year. The Coinmission 

granted intervention to the Attorney General (“A,”) and Gallatin Steel Company 

(“Gallatin”). E U C ,  the AG, and Gallatin wiI1 be referred to hereinafter as the 

“Parties,” The Parties have submitted into the record of this proceeding 

testimony, data requests, and responses to data requests, 

Have the Parties reachcd n settlenient for the Commission’s consideration? 

I 

I 

Yes. The Parties met at the Lexington Offices of Frost Brown Todd LLC and 

engaged in negotiations on November 24,2010, to reach the Settlement 

Agreement attached hereto as Exhibit MM-1, The Settlement Agreement is a 

reasonable “black box” settlement addressing the Parties’ respective interests and 

2 



8 Q9 

9 

10 A. 

11 

12 

13 Q. 

14 

15 A. 

16 

17 

18 

19 

20 

21 

22 

23 Q. 

results in fair, just, and reasonable rates, terms, and conditions for all EKPC’s 

members, subject, of course, to the AG’s decision not to agree to the revenue 

requirement portion of the settlement. A “black box” settlement does not attach 

specific dollars or concessions on any particular issue; rather it provides an 

overall outcome with a fair, just, and reasonable result. Because it is a “black 

box” settlement, the Parties agree that it should not be considered to be set as 

precedent, but as a negotiated outcome. 

What revenue requirement does the Settlement Agreement cstablish for 

EKPC? 

The Settlement Agreement establishes an annual revenue increase of $43,000,000. 

This increase is fair, just, and reasonable for the Parties, except for the AG. It is 

also fair, just, and reasonable for all members of EKPC, 

On what bilIing dctcrminants will ratcs be developed from the $43 million 

annual reveiiue increase? 

The Parties agree that the billing determinants will be derived from EKPC’s 2010 

load forecast. EKPC’s 2010 load forecast has been filed with the Commission in 

Case No. 2010-00238 and reflects significant projected reductions in demand and 

energy. Without recognition o f  these projected reductions in the billing 

determinants used to determine the final rates approved in this proceeding, EKPC 

will not be able to generate the Ievel of revenues authorized. Exhibit MM-2 

reflects the impact of the 2010 forecasted load reductions, and is provided for 

illustrative purposes. 

Would you walk through Exhibit MM-21 
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Yes. Table 1 of the exhibit represents the current and proposed revenue as filed in 

the Application (Application Volume 5, Tab 58, Page 7.) Revenues reflected in 

the “current” column are the product of the billing determinants forecasted, based 

upon EKPC’s modified 2008 load forecast, multiplied by EKPC’s rates currently 

in effect, Revenues reflected in the “proposed” column are the product of those 

same billing determinants multiplied by rates derived after applying the $49‘4 

million requested rate increase. Table 2 of the exhibit contains the billing 

determinants sourced from the 20 10 load forecast. These billing determinants are 

multiplied by rates currently in effect (“current” colunin), and then by rates 

derived after applying the $49.4 inillion requested rate increase ((‘proposed.”) As 

you can see, Table 1 produces total revenue of $987 million when including the 

$49,4 million rate increase. By changing the billing determinants to those 

produced from the 201 0 load forecast, a $49.4 million increase produces only 

$846 million in total revenue as indicated in Table 2. 

What is the effective date for this aniiual revenue increase? 

The Settlement Agreement establishes an effective date for the increase for 

service rendered on and after January 1,201 1, or the date of the Commission’s 

Order, whichever is later, This, timing is fair, just, and reasonable for the Parties, 

and for all members of  EKPC. 

What revenue allocations does the Settlement Agrccmcnt establish? 

The allocations of the increase in annual revenue are outlined in Exhibit 1 to the 

Settlement Agreement, and are fair, just, and reasonable for the Parties. The 

allocations are also fair, just, and reasonable for all members of EKPC, The rates 
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derived in Exhibit 1 reflect a reduction in the allocation to Gallatin of $500,000 to 

address a subsidy issue raised by Gailatin and allocates said subsidy 

proportionally to all eligible rate classes. 

Does thc Settlement Agrccnicnt contain an “over-earning mechanism”? 

Yes, Based upon EKPC’s 201 1 audited financial statements, if EKPC earns 

greater than a 1.50 Times Interest Earned Ratio (“TIER’) for calendar year 201 1, 

EKPC will refund the amount in excess of the 1 S O  TIER in a proportional 

manner according to the rates established in Exhibit 1 by way of a Surcredit 

Application to be fired with the Commission, EKPC agrees to file a base rate case 

as soon as practical after 20 1 1 financial results are known in order for the 

Commission to determine that rates are appropriate. 

Do the matters addressed in Case No, 2010-00449, recently filed with the 

Cornmission, impact this Settlement Agreement? 

Yes. The Parties understand that EKPC will file an application prior to the time 

fkame established in the “over-earning mechanism” for the purpose of recovering 

the amortization of the regulatory asset, subject to Commission approval, which is 

the subject of CaseNo, 2010-00449, EKPC will also consider the level of interest 

expense relating to Smith Unit 1 included in base rates in this proceeding (Case 

No, 201 0-00167) when requesting amortization of the regulatory asset in Case 

No. 2010-00449, so as to prevent a double-recovery of interest expense by EKPC. 

The Parties agree that the amount of interest expense relating to Smith Unit 1 

contained in this settlement is $6,000,000 plus TIER. Once the final cancellation 

costs of Smith Unit 1 are determined, net of all mitigation, then E U C  shall 

a 
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reduce its base rates to all classes of customers propoitionally by $6,000,000 plus 

TIER and EKPC will seek to recover the net cancellation costs over ten years 

pursuant to the Settlement Agreement in Case No. 2010-00238. 

Are there any restrictions that prevent EKPC from filing a base rate case 

bcforc the tiinefranie established in the “over-earning” mechanism? 

No, Nothing contained in the Settlement Agreement shall act to restrict or 

prevent EKPC from filing a base rate case prior to the 2012 tiinefranie referenced 

in the “over-earning” mechanism should the Commission enter an Order allowing 

an amount less than the $43 miIlion base rate increase, 

What action is EIWC proposing relating to the interruptible credit provided 

to Gallatin? 

The Parties agree that the 10-minute interruptible credit for Gallatin will be 

increased to $6.22/kW and this credit shall remain fixed for a period of three 

years from the effective date of tlie rates. After three years, this interruptible 

credit may be increased or decreased by Order of the Commission. The Parties 

agree that EIVC will absorb the revenue loss created by the increase in the 10- 

minute interruptible credit for Gallatin. 

How Iias EKPC responded to the recoininendations contairied in the 

Management Audit Report prepared by the Liberty Consulting Group? 

EKPC’s Board of Directors and Management have accepted all recommendations 

outlined in the Focused Management and Operations Audit Report prepared by 

tlie Liberty Consulting Group (“‘Liberty”), and have implemented or are in the 

process of implementing these recommendations. EKPC is following the 
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recommendations in Liberty’s report, and will provide proof o f  same to the 

Commission and the AG. This is stated in the Settlement Agreement. 

Does the SettIeinent Agreement addiws issues raised in the Member 

Cooperatives’ flow-tlirough cases that were filed pursuant to KRS 278,455? 

In its direct testimony in this proceeding, Gallatin noted that the increase 

determined for Gallatin by EKPC was larger than the increase proposed in the 

flow-through case filed by Owen Electric Cooperative (“Owen”) for Gallatin, 

This situation occurred because Owen followed a strict proportional flow-through 

of its share of the EKPC proposed revenue increase, in coinpliance with KRS 

278.455(2). Noting that the Owen proposed flow-through resulted in the other 

Owen ratepayers subsidizing Gallatin, Gallatin proposed that the final revenue 

increase determined for it by ERPC should be passed directIy to Gallatin, similar 

to the approach followed for the environmental surcharge, Gallatin contends that 

this approach is allowed under KRS 278,455(3) because Gallatin has a special 

contract with EKPC and Owen. Gallatin repeated this position in testimony it 

filed in Owen’s flow-though case. In responge to data requests Owen has 

indicated it does not oppose this treatment, In its rebuttal testimony, EKPC has 

stated it does not oppose this treatment but has noted there is no prior decisions by 

the Commission that would support this approach. EKPC has requested that the 

Commission address this issue concerning special contracts and those customers 

on tariff Schedule G. In the Settlement Agreement, the PaiZies are agreeing that 

this approach is fair, just, and reasonable and recommending that the Commission 

make a similar finding, 

7 



2 A. 

3 

4 Q* 

5 

6 

7 A, 

8 Q* 

9 

10 A. 

11 

12 Q. 

13 A. 

Does the Scttletnent Agrement contain other regulatory matters? 

Yes, The Parties agree tlwt the unamortized costs of the Spurlock 1 outage will 

be amortized over a tlvee-year period. 

If the Commission docs not issue 811 Older before the end of the suspeiision 

period, does EKPC plan to place the ratcs, as contained in the Application, in 

effect, subject to refund? 

No. EKPC does not plan to place rates in effect subject to refund. 

Do the Parties recoininelid that the Commission approve the Settlement 

Agreement as presented? 

Yes. EKPC, the AG, and Gallatin recommend the Commission approve the 

SettIement Agreement in its entirety and without modification. 

Does this conclude your tcstiniony? 

Yes. 
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COMMONWEALTH OF KENTUCKY 

REFORE THE PUBLIC SERVICE COMMISSION 

In the Mattcr of: 

GENERAL ADJUSTMENT OF ELECTRIC RATES 1 CASE NO. 
OF EAST KENTUCKY POWER ) 2010-00167 
COOPERATIVE, INC. ) 

A F F I D A V I T  

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
1 

Mike McNalley, being duly sworn, states that he has read the foregoing prepared 

testiniony and that he would respond in the same nianner to the questions if so asked 

upon taking the stand, and that the matters and things set forth therein are true and correct 

to the best of his knowledge, information and belief. 

v.d- 
Subscribed and sworn before me on this 3 day of December 2010. 

My Commission expires: 





COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO, 
OF EAST KENTUCKY POWER ) 2010-00167 
COOPERATIVE, INC, 1 

SETTLEMENT AGREEMENT 

This Settlement Agreement (“Settlement Agreement”) is entered k - 3  this 30th 

day of November 2010, by and between East Kentucky Power Cooperative, Inc, ((‘EKPC”); 

Commonwealth of Kentucky, ex, rei. Jack Conway, Attorney General, by and through the Office 

of Rate Intervention (“AG”); and Gallatin Steel Company (“Gallatin”). Its terms are set forth 

below: 

WITNESSETH: 

WHEREAS, 011 May 27, 2010, EKPC filed with the Kentucky Public Service 

Commission (“Commission”) its Application for a General Adjustment of its Wholesale Electric 

Rates in a case styled, in the Matter of General Adiustment of Electric Rates of East Kentuck 

Power Cooperative, Inc. , Case No. 20 10-00 167; and, 

WHEREAS, the AG and Gallatin were granted intervention by Order of the Commission 

in this proceeding; and, 

WEflEmAS, a prehearing meeting for the purpose of discussing settlement, and related 

procedural and substantive issues, took place at the Lexington Office of Frost Brown Todd LLC 

1 



on November 24,2010, wliich was attended in person by representatives of the AG, Gallatin, and 

EKPC (the “Pai?ies”) ; and, 

WHEREAS, the Parties hereto desire to settle many of the issues pending before the 

Commission in the above-refereliced proceeding; and, 

WHEREAS, the adoption of this Settlement Agreement will decrease the need for the 

Coininission and the parties to expend unnecessary resources litigating these proceedings; and, 

further, will greatly reduce the possibility of, and any need for, rehearing or appeals of the 

Commission’s final order herein; and, 

WHEREAS, ’it is understood by all Parties hereto that this Settlement Agreement is 

subject to the approval of the Commission, insofar as it constitutes an agreement by the parties 

for settlement, and, absent express agreement stated herein, does not represent agreement on any 

specific claim, computation, forniula, allegation, assertion, contention, methodology, theory or 

ratemaking principle supporting the appropriateness of any proposed or recommended 

adjustments to EKPC’s rates, terms, and conditions; and, 

WHEREAS, the Parties agree that this Settlement Agreement, viewed in its entirety, is a 

fair, just, and reasonable resolution of many of the issues in the above-referenced proceeding; 

and, 

WHEREAS, it is the position of the Parties hereto that the terms about which they can 

all agree as reflected in this Settlement Agreement are supported by sufficient and adequate data 

and information, and should be approved in its entirety by the Commission; and, 

WHEREAS, the Parties understand and agree that the resuIts of EKPC’s 2010 Load 

Forecast have significantly impacted the billing determinants (Le. kW, kW1) used by EKPC to 

generate its proposed rates in the original Application, 
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NOW, THEREFORE, for and in consideration of the good-faith negotiations entered 

into by the parties and the te rm and conditions set forth herein, the Parties hereby stipulate and 

agree as follows: 

ARTICLE I- Revenue Requirements Rnd Revenue Allocation 

1. The Parties, except for the AG, hereto agree and stipulate that a Forty-Three 

Million dollar ($43,000,000) increase in annual revenue for ERPC, which 

represents a “black box” settlement, is fair, just, and reasonable for the Parties, 

except for the AG, and for all members of EKPC. 

The Paiqies hereto agree and stipulate that the billing determinants used to 

develop rates will be those billing determinants derived from EKPC’s 2010 load 

forecast. However, the AG does not agree to or stipulate to the rates developed 

fiom the $43,000,000 annual revenue increase. 

The Parties hereto agree that the annual revenue increase will be effective for 

service rendered on and after January 1, 2011, or the date of the Commission’s 

2. 

3. 

Order placing such rates into effect, whichever is later, and this rate 

implementation date is fair, just, and reasonable for the Parties and for all 

members of EKPC, 

4, The Parties hereto agree that the allocations of the increase in annual revenue for 

EKPC, as set forth on the schedule designated “Exhibit 1,” and the rates set forth 

on the tariff sheets in “Exhibit 2’’ hereto are fair, just, and reasonable for the 

Parties and for all members of EKPC, 
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5 .  The Parties hereto agree that the rates contained in “Exhibit 1” reflect a reduction 

in the allocation to Gallatin of $500,000 to partially address the subsidy currently 

being paid by Gallatin, and allocates said subsidy reduction proportionally to all 

rate classes except the pumping stations, 

The Parties hereto recognize and agree that the 2010 load forecast, which was 

developed and filed subsequent to the completion of discovery in the instant 

action, represents a significant change to EKPC’s projected load, and which also 

has a significant effect on EKPC’s finances, Tlie Parties therefore agree to the 

establishment of an “over-earning mechanism” which will hereafter be 

implemented as follows: 

a. EKPC will provide its calendar year 201 1 audited financial statements to the 

Commission and Paities no later than March 3 1 , 2012. 

b. EKPC agrees to file a base rate case as soon as practical, but no less than one 

year in the event EKPC’s TIER exceeds 1.50, after 201 1 financial results are 

known in order for the Commission to determine that rates are appropriate. This 

base rate case will also allow the Parties an opportunity, through discovery, to 

review EKPC’s expenditures. If the results of the base rate case produce an 

increase or decrease to rates, such increases or decreases wilI be allocated 

proportionally to all eligible rate schedules so as to produce an equal percentage 

increase or decrease iii the total rates of all eligible rate schedules. 

c. If EKPC earns greater than a 1 .SO Times Interest Earned Ratio (“TIER”) based 

on its calendar year 201 1 audited financial statements, EKPC shall refund the 

amount in excess of the 1 S O  TIER in a proportional manlier according to the 

6,  
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allocation established in “Exhibit 1 ,” attached hereto, by way of a Surcredit 

Application to be filed with the Commission. 

7 ,  The Parties hereto agree that EKPC shall file an application prior to the time 

frame established above in the “over-earning mechanism” for the purpose of 

recovery of the regulatory asset amortization, once the Commission enters a final 

Order, in Case No. 2010-00449. 

The Parties hereto agree that EKPC shall consider the level of interest expense 

relating to Smith Unit 1 included in base rates in this,proceeding (Case No. 2010- 

00167) when requesting amortization of the regulatory asset in Case No. 2010- 

00449, so as to prevent a double-recovery of interest expense by EKPC, The 

Parties agree’ that the amount of interest expense relating to Smith Unit 1 

contained in this settlement is $6,000,000 plus TIER. Once the final cancellation 

costs of Smith Unit 1 are determined, net of all mitigation, then EKPC shail 

reduce its base rates to all classes of customers proportionally by $6,000,000 plus 

TIER and EKPC will seek to recover the net cancellation costs over ten years 

pursuant to the Settlement Agreement in Case No, 2010-00238. 

Nothing contained in this Settlement Agreement shall act to restrict or prevent 

EKPC from filing a base rate case before the 2012 base rate case referenced in 

paragraph I.6.b. above should the Commission enter an Order allowing any 

amount less than a $43 million base rate increase in this case. 

8. 

9. 



ARTICLE 11- A~icillary Mntters 

1 .  EKPC affirms to the Parties that the EKPC Board of Directors and Management 

have accepted all recommendations outlined in the Focused Management and 

Operations Audit Report prepared by the Liberty Consulting Group (“Liberty”), 

and have implemented or are in the process of implementing said 

recommendations. 

EKPC will follow the recommendations in Liberty’s report and provide proof of 

same to the Commission and the AG, 

The Parties hereto agree that the 10-minute interruptible credit for GaIIatin will be 

increased to $6,22/kW and this credit shall remain fixed for a period of thee 

2. 

3, 

years from the effective date of the rates, After three years, this interruptible 

credit may be increased or decreased by Order of the Commission, The Parties 

agree that EKPC will absorb the revenue loss created by the increase in the 10- 

minute interruptible credit for Gallatin. 

The Parties agree that, due to the existence of a’special contract between Gallatin, 

EKPC, and Owen Electric Cooperative (Owen), it is fair, just, and reasonable that 

4. 

the increase determined for Gallatin under the terms of this Agreement should be 

the amount passed through by Owen to Gallatin. The Parties recommend that the 

Commission find that this approach is consistent with the provisions of KRS 

278.455(3) and the Parties further agree and recommend to the Commission that 

this approach and finding is appropriate to other customers on tariff rate Schedule 

G. 
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5 ,  The Parties agree that the unamortized costs of the Spurlock 1 outage will be 

amortized over a three-year period. 

ARTICLE 111 -Miscellaneous Provisioiis 

1. Except as specifically stated otherwise in this Settlement Agreement, the Parties 

agree that niaking this Settleinent Agreement shall not be deemed in any respect 

to constitute an admission by any party hereto that any computation, formula, 

allegation, assertion, contention, methodology, or ratemaking principle otherwise 

made by any other party in these proceedings is true or valid. 

The Parties hereto agree that the foregoing stipulations and agreements represent 

a fair, just, and reasonable resolution of the issues addressed herein and request 

the Commission to approve the Settlement Agreement, 

2, 

3. The Parties hereto agree that, folIowing the execution of this settlement 

Agreement, the Parties shall cause the Settlement Agreement to be filed with the 

Comniission by November 30, 2010, together with a request to the Commission 

for consideration and approval of this Settlement Agreement for rates to become 

effective on and after January I, 201 I. 

Each party stipulates and recommends that the Notice of Intent, Notice, 

Application, testimony, pleadings, and responses to data requests filed in this 

proceeding be admitted into the record. The Parties, except for the AG, stipulate 

that after the date of this Settlement Agreement they will not otherwise contest 

EKPC’s proposals, as modified by this Settlement Agreement, in the hearing of 

the above-referenced proceeding regarding the subject matter of the Settlement 

4. 

I 
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Agreement, and that they will refiain from cross-examination of the Parties' 

witnesses during the hearing, except insofar as such cross-examination is in 

support of the Settlement Agreement. 

5 .  The Parties hereto agree that this Settlement Agreement is subject to the 

acceptance of and approval by the Commission. The Parties hereto further agree 

to act in good faith and to use their best efforts to recommend to the Coinmission 

that this Settlement Agreement be accepted and approved. 

If the Commission issues an order adopting this Settlement Agreement in its 6. 

entirety, cadi of the Parties agrees that it shall file neither an application for 

rehearing with the Cornmission, nor an appeal to the Franklin Circuit Court with 

respect to such order, 

The Parties hereto agree that, if the Commission does not accept and approve this 7 ,  

Settlement Agreement in its entirety, then: (a) this Settlement Agreement shall be 

void and withdrawn by the parties hereto from fiwther consideration by the 

Corninission and none of the parties shall'be bound by any of the provisions 

herein, provided that no party is precluded from advocating any position 

contained in this Settlement Agreement; and (b) neither the terms of this 

Settlement Agreement nor any matters discussed or raised during the settlement 

negotiations shall be binding on any of the Parties to this Settlement Agreement, 

be construed against any of the Parties in any fashion, nor be the subject of cross- 

examination in any subsequent court or administrative proceeding. 

8. The Parties hereto agree that, should the Settlement Agreement be voided or 

vacated for any reason after the Commission has approved the Settlement 
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Agreement, then the parties shall be returned to tlie stutus quo existing at the time 

immediately prior to the execution of this agreement. 

The Parties hereto agree that this Settlement Agreement shall in no way be 

deemed to divest the Coinmission of jurisdiction under Chapter 278 of the 

Kentucky Revised Statutes. 

The Parties hereto agree that this Settlement Agreement shall inure to the benefit 

of arid be binding upon the parties hereto, their SLiccessors and assigns, 

The Parties hereto agree that this settlement Agreement constitutes the complete 

agreement and understanding among the parties hereto, aiid any and all oral 

statements, representations or agreements made prior hereto or contained 

contemporaneously herewith shall be null and void and shall be deemed to have 

been merged into this Settleiiient Agreement. 

The Parties liereto agree that, for the purpose of this Settlement Agreement only, 

the terms are based upon the independent analysis of the parties to reflect a fair, 

just, aiid reasonable resolution of the issues herein and are the product of 

compromise and negotiation, 

The Parties hereto agree that neither the Settlement Agreement nor any of the 

terms shall be admissible in any court or administrative proceeding except insofar 

as such couit or administrative body is addressing litigation arising out of the 

implementation of the terms herein or the approval of this Settlement Agreement, 

This Settlement Agreement shall not have any precedential value in this 

jurisdiction. 

9. 

10. 

11. 

12, 

13. 
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14. The signatories hereto warrant that they have appropriately informed, advised, 

and consulted their respective Parties in regard to the contents and significance of 

this Settlement Agreement and based upon the foregoing are authorized to 

execute this Settlenient Agreement on behalf of their respective Parties. 

The Parties hereto agree that this Settlement Agreement is a product of 

negotiation among ail parties hereto, and no provision of this Settlement 

Agreement shall be strictly construed in favor of or against any party. 

Notwithstanding anything contained in the Settlement Agreement, the Parties 

recognize and agree that the effects, if any, of any future events upon the 

operating income of EKPC is unknown and this Settlement Agreement shall be 

implemented as written. 

The Parties hereto agree that this Settlement Agreement may be executed in 

multiple counterparts. 

15. 

16. 

IN WITNESS WHEREOF, the parties have hereunto affixed their signatures: 

East Kentucky Power Cooperative, Inc. 

Mark David Goss, Counsel 
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Commonwealth of Kentucky, ex, rel. Jack 
Conway, Attorney General, by and through the 
Office of Rate Intervention 
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Gallatin Steel Company ' 

HAVE SEEN AND AGRESED: 

-<* - 
By: 

Michael L. Kudz, Counsel 

LEXLibrory 0~131.0574S36 438602~1 
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P.S.C. KY NO. 34 

CANCELS P.S.C. KY NO. 33 

EAST KENTUCKY POWER COOPERATIVE, N C ,  

OF 

WNCI-IESTER, KENTUCKY 

RATES, RULES, AND REGULATXONS FOR FURNISHING 

WHOLESALE POWER SERVICE 

AT 

VARIOUS .LOCATIONS TO 

RURAL ELECTRIC COOPERATIVE MEMBERS 

THROUGHOUT KENTUCKY 

FILED WITH THE PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

ISSUED MAY 27,2010 EFFECTXVE FOR SERVICB RENDERED 
ON AND AFTERJULY 1,2010 

ISSUED BY EAST KENTUCKY POWER COOPERATIVE, XNC, 

BY 

Anthony S. Campbell 
President and Chief bxecutive Officer 



For All Counties Served 
P.S.C, No. 34 ’ 

First Revised Sheet No. 1 
Canceling P.S.C. No, 34 

Original Sheet No, 1 EAST KENTUCKY POWER COOPEIUTLVE, TNC. 

Wholesale Power Rate Schedule 

Applicability 

Applicable to all sections of this rate schedule and this rate schedule shall apply to each East 
Kentucky Power Cooperative, Itic.. (hereinafter referred to as “EWC” or the “Cooper*ative”) 
load center separately. 

Load Center Charges - Monthly 

A. Metering Point Charge 

1. Applicable to each metering point and to each substation 

2, Charge: $144.00 (I) 

B. Substation Charge 

1. Applicable to each substation based on its size: 

2, Charges: 
1,000 .. 2,999 kVa substation $1,088.00 (I) 
3,000 - 7,499 kVa substation $2,737,00 (I) 
7,500 - 14,999 kVa substation $3,292.00 (I) 

15,000 and over kVa substation $5,3 10.00 (I) 

Minimum .MoIitlily Charge 

The minimum monthly charge shall be equal to the Load Center Charges plus the minimum 
monthly charges for Section B and Section C, Load Center Charges cover metering point and 
subs tation charge, 

DATE OF ISSUE May 27.2010 DATE EFFECTIVE: Service rendered on and after July 1,2010 

ISSUED BY TITLE President & Chief Executive Officer 

Issued by authority of an Order of the Public Seilrice Commission of Kentucky in 
Case No. 2010-00 167 Dated 



For All Counties Served 
P,S.C, No. 34 

Original Sheet No. 2 
Canceling P.S.C. No. 33 

Original Sheet No. 2 EAST KENTUCKY POWER COOPERATIVE, INC, 

Fuel Adiustment 

1, The fuel clause shall provide for periodic adjustment per kWh of sales when the unit 
cost of fuel [F(in) / S(m)J is above or below the base unit cost of $.03653 per kWh 
[F(b) / S(b)]. The current monthly charges shall be increased or decreased by the 
product of the kWli furnished during the current month and the fuel adjustment rate 
for the preceding month where the fuel adjustment rate is defined below: 

Where F is the expense of fossil fuel in the base (b) and current (m) periods; and S is 
sales in the base (b) and current (m) periods, all defined below: 

2. Fuel cost (F) shall be the most recent actual monthly cost of: 

(a) Fossil he1 consumed in the utility’s own plants, and the utility’s share of fossil 
and nuclear fuel consumed in jointly owned or leased plants, plus the cost of fuel 
which would have been used in plants suffering forced generation and/or 
transmission outages, but less the cost of file1 related to substitute generation, plus 

(b) The actual identifiable fossil and nuclear fuel costs associated with energy 
purchased for reasons other than identified in paragraph (c) below, btit excluding 
the cost of fuel related to purcliases to substitute the forced outages, plus 

(c) The net energy cost of energy purchases, exclusive of capacity or demand charges 
(irrespective of the designation assigned to such transaction) when such energy is 
purchased 011 an economic dispatch basis, Included therein may be such costs as 
the charges for economy energy purchases and the charges as a result of 
scheduled outages, also such kinds of energy being purchased by the buyer to 
substitute for its own higher cost energy; and less 

DATE OF ISSUE July 24,2009 DATE EFFECTIVE: Service rendered on and after August 1.2009 

ISSUED BY TITLE President & Chief Executive Officer 

Issued by authority of ai1 Order of the Public Service Commission o f  Kentucky in 
Case No, 2008-00519 Dated July 15.2009 



For All Counties Served 
P.S.C. No. 34 

Original Sheet No. 3 
Canceling P.S.C. No, 33 

Original Sheet No, 3 EAST KENTUCKY POWER COOPERATIVE, TNC, 

Fuel Adjustment (con%) 

(d) The cost of fossil fuel recovered through inter-system sales including the fuel 
costs related to economy energy sales and other energy sold on an economic 
dispatch basis. 

(e) All fuel costs shall be based on weighted average inventory costing. 

3. Forced outages are all non-scheduled losses of generation or transmission which 
require (purchase of) substitute power for a continuous period in excess of six (6) 
hours, Where forced outages are not as a result of faulty equipment, faulty 
manufacture, faulty design, faulty installations, faulty operation, or faulty 
maintenance, but are Acts of God, riot, insurrection or acts of public enemy, the 
utility may, upon proper showing, with the approval of the Commission, include the 
firel cost of substitute energy in the adjustment. 

4. Sales (S) shall be kWh sold, excluding inter-system sales. Where for any reason, 
billed system sales cannot be coordinated with fuel costs for the billing period, sales 
may be equated to the sum of (i) generationj (ii) purchases, (iii) interchange in, less 
(iv) energy associated with pumped storage operations, less (v) inter-system sales 
referred to in subsection (2)(d) above, less (vi) total system losses. Utility-used 
energy shall not be excluded in the determination of sales (S). 

5: The cost of fossil fuel shall include no items other than the invoice price of fuel 
less any cash or other discounts. The invoice price of fuel includes the cost of the 
fuel itself and necessary charges for transportation of the fuel from the point of 
acquisition to the unloading point, as listed in Account 15 1 of the FERC Unifosm 
Sysjem of Accounts for Public Utilities and Licenses. 

DATE OF ISSUE July 24,2009 DATE EFFECTIVE: Service rendered on and after August 1,2009 

ISSUED BY TITLE President & Chief Executive Officer 

Issued by authority of an Order of the Public Sei-vice Commission of Kentucky in 
Case No. 2008-005 19 Dated July 15,2009 



For All Counties Served 
P.S,C. No: 34 

Original Sheet No. 4 
Canceling P.S.C. No, 33 

Original Sheet No. 4 EAST KENTUCKY P O W R  COOPERATIVE, INC, 

‘ Power Pactor Adiustment 

The member cooperative agrees to maintain a unity power factor as nearly as practicable at each 
load center at the time of the monthly peak demand for the load center. When the power factor is 
determined to be less than 90%, the monthly billing demand at the load center will be adjusted 
by multiplying the actual monthly billing demand by 90% and dividing this product by the actual 
power factor at the time of the monthly peak demand for the load center. For new load centers, 
the power factor penalty will not be applicable for the month of energization or the succeeding 
six (6) months, The demand rate applicable for power factor penalty billing is the lowest firm 
demand rate in Section A, 13, C, E, or G. 

Energy Curtailment and Outage Restoration Priorities 

These tariffs are subject to the Energy Curtailment and Outage Restoration Priorities provisions 
of Administrative Case No. 3 53 of the Kentucky Public Service Commission. East Kentucky 
Power Cooperative’s energy curtailment and restoration procedures are contained in Appendix I 
to these tariffs title Emergency Electric Procedures, East Kentucky Power Cooperative, Inc,; 
prepared April 1, 1994; revised Febiuary 17, 1995. 

East Kentucky Power Cooperative will adhere to the curtailment of service requirenients as set 
forth below and contained in Kentucky Revised Statutes (KRS) Section 278.214. 

Curtailment of service by utility or generation and transmission 
cooperative. When a utility or generation and transmission cooperative 
engaged in the transmission of electricity experiences on its transmission 
facilities an emergency or other event that necessitates a curtailment or 
interruption of service, the utility or generation and transmission 
cooperative shall not curtail or interrupt retail electric service within its 
certified territory, or curtail or intempt ’ wholesale electric energy 
hrnished to a member distribution cooperative for retail electric service 
within the cooperative’s certified territory, except for customers who have 
agreed to receive interruptible service, until after service has been 
inteimpted to all other customers whose interruption may relieve the 
emergency or other event, 

DATE OF ISSUE Julv 24,2009 DATE EFPBCTIVE: Service rendered on and after August 1.2009 
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Section A 

Availability 

Available to all cooperative associations which are or shall be members of EKPC. The electric 
power and energy fimiished hereunder shall be separately metered for each point of delivery, 

Amlicability 

Applicable to all power usage at the load center not subject to the provisions of Sections €3, C, 
and E of this tariff. 

Monthly Rate - Per Load Center 

Demand Charge per kW of billing demand $9.98 (1) 

Energy Charge per kwh $.049272 (I) 

Billiiw Demand 

The billing demand (kilowatt demand) is based on EKPC’s system peak demand (coincident 
peak) which is the highest average rate at which energy is used during any fifteen minute 
interval in the below-listed hours for each month and adjusted for power factor as provided 
herein: 

Months 
October through April 

May through September 

Hours Applicable for Demand Billinn .. EST 
7:OO asin. to 12:OO noon 
5:OO p.m. to 1O:OO p.m. 

1O:OO am.  to 1O:OO p.m. 

Billing demand applicable to this section is equal to the Load center’s contribution to EKPC’s 
system peak demand ininns the actual demands of Section B, Section C, and Section E 
participants coincident with EUC’s  system peak deniand. 

DATE OF ISSUE May 27,2010 DATE EFFECTIVE: Service rendered on and after July 1,2010 
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Section A (con’t.1 

Billing Eaerq 

Billing energy applicable to this section is equal to the total energy provided at the load center 
minus the actual energy provided to Section B, Section C, and Section E participants. 

DATE OF ISSUE Julv 24,2009 

ISSUED BY 
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Section I3 

Avaiiabilitx 

Available to all cooperative associations which are or shall be members of EKPC and which 
execute EKPC approved contracts with the ultimate consumers. The electric power and energy 
fuiiiished hereunder shall be separately metered for each point of delivery. 

bplicabili ty 

Applicable to cooperative associations and ultimate consumers willing to contract for demands 
of SO0 kW or greater and a monthly ininiinuin energy usage equal to or greater than 400 hours 
per kW of contract demand, Wholesale monthly minimum demand shall be agreed between the 
cooperative association and EIWC. 

Rloiithly Rate 

Demand Charge per kW of Minimum Demand $7.17 (1) 

Demand Charge per kW of Billing Demand 

Energy Charge per kWh $.049272 (I) 
in Excess of Minimum Demand $9,98 (1) 

Billiw Demand 

The billing demand (kilowatt demand) shall be the iiiinimum demand plus any excess demand. 
Excess demand occurs when the ultimate consumer’s highest demand during the current month, 
coincident with EKPC’s system peak (coincident peak), exceeds the minimum demand, EKPC’s 
system peak demand is the highest average rate at which energy is used during any fifteen 
minute interval in the below listed hours for each month and adjusted for power factor as 
provided herein: 

Months 
October through April 

May through September 

Hours ADplicable for Demand Billing - EST 
7:OO a.m. to 12:OO noon 
5:OO p.m. to 1O:OO p.m. 
1O:OO a.m. to 1O:OO p.m. 

DATE OF ISSUE May 27.20 10 DATE EFFECTIVE: Service rendered on and after Julv I, 20 10 
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Section B (con%) 

Minimum MonthIy Charge 

The minimunz monthly charge shall not be less than the sum o f  (a) and (b) below: 

(a) The product of the minimum demand multiplied by the demand charge, plus 

(b) The product of the minimum demand multiplied by 400 hours and the energy cliarge 
per kWh minus the fuel base per kWh. 

DATE OF ISSUE July 24.2a09 

ISSUED BY 
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Section C 

Availability 

Available to all cooperative associations which are or shall be members of EKPC and which 
execute EKIPC approved contracts with the ultimate coiisumers. The electric power acid energy 
fui+nislied hereunder shall be separately metered for each point of delivery. 

Applicability 

Applicable to cooperative associations and ultimate consumers willing to contract for demand of 
500 kW or greater and a monthly energy usage equal to or greater than 400 hours per kW of 
billing demand. 

Monthly Rate 

Demand Charge per kW of Billing Demand $7.17 (1) 

Energy Charge per kWIi $.049272 (I) 

DATE OF ISSUE May 27.2010 DATE EFFECTIVE: Service rendered on atid after July 1.2010 

ISSUED BY 
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Section C (coix’t.1 

Billing Demand 

The kilowatt demand shall be the greater of (a) or (b) listed below: 

(a) The contract demand 

(b) The ultimate consumer’s highest demand during the current month or preceding 
eleven months coincident with EKPC’s system peak demand. ERPC’s system peak 
demand is the highest average rate at which energy is used during any fifieen millute 
interval in the below listed hours for each month and adjusted for power factor as 
provided herein: 

Months 
October through April 

May through September 

Hours Applicable for Demand Billing - EST 
7:OO a,m. to 12:OO noon 
5:OO p.m. to 1O:OO p.m. 
1O:OO a.m. to 1O:OO p.m. 

Minimum Monthly Charge 

The niinimuni monthly charge shall not be less than the sum of (a) and (b) below: 

(a) The product of the billing demand multiplied by the demand charge, plus 

(b) The product of the billing demand multiplied by 400 hours and the energy charge per 
kWh minus the fuel base per kwh. 

DATE OF ISSUE July 24,2009 

ISSUED BY 

DATE EFFECTNE: Sewice rendered on and after August 1,2009 
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Section D 
Interriiptible Service 

Standard Rider 

This Interruptible Rate is a rider to Rate Sections A, E, C, E, and G. 

AppJicabIe 

In all territory served by EKPC. 

Availability of  Service 

This schedule shall be made available at any load center, to any member cooperative where an 
ultimate “Custoiner” will contract for an interrtiptible demand of not less than 250 kW and not 
more than 20,000 kW, subject to a maxitnunz number of hours of inteiruption per year and a 
notice period as listed below. 

Monthly Rate 

A monthly demand credit per kW is based on the following matrix: 

Annual Hours of Interi-uption 

200 300 

$4.20 $4,90 
$3.50 $4.20 

Notice Minutes 

10 
60 

$5.60 
$4.90 

DATE OF ISSUE July 24.2009 DATE EFFECTIVE: Sewice rendered on and after August 1.2009 
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Section D (cou’t,) 

Determination of Measured Load - BillinP Demand 

The billing demand (kilowatt demand) is based on EKPC’s system peak demand (coincident 
peak) which is the highest average rate at which energy is used during any fifteen minuiJe interval 
in the below listed hours for each month and adjusted for power factor as provided herein: 

Months, 
October through: April 

May through September 

Hours Applicable for Demand Billing - EST 
7:OO am. to 1200 noon 
5:OO p.m. to 1O:OO p.m. 
1O:OO am.  to 1O:OO p.m. 

The interruptible billing demand shall be equal to the aniount by which the monthly billing 
demand exceeds the minimum billing demand as specified in the contract. 

Conditions of Sei-vice for Customer Contract 

1, The customer will, upon notification by the Cooperative, reduce his load being 
supplied by the Cooperative to the contract capacity level specified by the contract. 

2, The Cooperative will endeavor to provide the Customer as much advance notice as 
possible of the inteimption of service. However, the Customer shall interrupt service 
within the notice period as contracted, 

3. Service will be furislied under the Cooperatives “General Rules and Regulations” or 
“Terms and Conditions” except as set out herein and/or provisions agreed to by 
written contract, 

4. No responsibility of any kind shall attach to the Cooperative for, or on account of, 
any loss or damage caused by, or resulting fioin, any intemption or curtailment of 
this service. 

DATE OF ISSUE July 24.2009 DATE EFFECTIVE: Service rendered on and after August 1,2009 
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Section D (con’t,l 

5, The Customer shall own, operate, and maintain all necessary equipment for receiving 
electric energy and all telemetering and communications equipment, within the 
Customer’s premises, required for interruptible service, 

6,  Tlie minimum original contract period shall be one year and thereafter until 
terminated by giving at least six months previous written notice, Tlie Cooperative 
niay require a contract be executed for a longer initial teim when deemed necessary 
by the size of the load and other conditions. 

7. Tlie Fuel Adjustment Clause, as specified in the General Wholesale Power Rate 
Schedule, is applicable. 

Calculation of Monthly BilI 

The monthly bill is calculated on the following basis: 

A. Sum of metering point charge and substation charge, plus 

B. Minimum billing demand in kW multiplied by the firm capacity rate, plus 

C. Interruptible billing demand in kW multiplied by interruptible rate, plus 

D. Energy usage in kWii multiplied by the energy rate. 

Number and Duration of Interruntions 

A. Winter Season: There shall be no more than two (2) intemptions during any 24 hour 
calendar day. No interruption shall last more than six hours, 

33. Summer Season: There shall be no more than one (1) interruption during any 24 hour 
calendar day. No interruption shall last more than twelve hours. 

C. The maxiinuin number of annual hours of interruption shall be in accordance with the 
customer contracted level of interruptible service. 

DATE OF ISSUE July 24.2009 DATE EFFECTIVE: Service rendered on atid after August 1,2009 
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Section I) (con't.1 

Charge for Failure to Interrupt 

If Customer fails to interrupt load as requested by the Cooperative, the Cooperative shall bill the 
uninterrupted load at a rate equal to five (5) times the applicable firm power demand charge for 
that billing month. Uninteimpted load is equal to actual load during requested interiuption 
minus firm load. . .  

DATE OF ISSUE JuIv 24,2009 DATE EFFECTIVE: Service rendered on and after August 1,2009 
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Section E 

Availability 

Available to all cooperative associations which are or shall be members of EKPC. The electric 
power and energy fclmished hereunder shall be separately metered for each point of delivery. 

Applicability 

Applicable to all power usage at the load ceiiter not subject to the provisions of Section A, 
Section B, Section C,  or Section G of this tariff, 

Monthly Rate - Per Load Center 

A cooperative association may select either Option 1 or Option 2 of this section of the tariff to 
apply to all load centers, The coopemfive association must remain on a selected option for at 
least one (1) year and may change options, no more often than eveii twelve (12) months, after 
giving a minimum notice of two (2) months. 

Option 2 Option 1 
Demand Charge per kW of Billing Demand $7.99 (1) $6,02 

. Energy Charge per kWh 
$.059669 
$ .050944 

On-Peak kwTh $.05 1522 (1) 
Off-peak kwh $,OS0944 (I) 

DATE OF ISSUE May 27,2010 DATE EFFECTIVE: Service rendered on and after July 1,2010 
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Section E (c0n’t.l 

On-peak and off-peak hours are provided below: 

Months On-Peak Hours - EST Off-peak Hours - EST 
12:OO iioon to 5:OO p.m. 
1O:OO p.m. to 7:OO a.m. 
1O:OO p.m. to 1O:OO am. 

October through April 

May tluough September 

7:OO a.m. to 12:OO iioon 
5:OO p.m. to 1O:OO p.m. 
1O:OO a.m. to 1O:OO p.m. 

Billing Demand 

The billing demand (kilowatt demand) is based on EKPC’s system peak demand (coincident 
peak) which is the highest average rate at which energy is used during any fifteen minute interval 
in the below listed hours for each month and adjusted for power factor as provided herein: 

Months 
October though April 

May though September 

Hours Applicable for Demand Billing - EST 
7:OO a.m, to 12:OO noon 
5:OO p.m. to 1O:OO pm. 
1O:OO a.m. to 1O:OO p.m. 

Billing demand applicable to this section is equal to the load center’s contribution to EKPC’s 
system peak demand minus the actual demands of Section A, Section €3, and Section C 
participants coincident with EKPC’s system peak demand, 

Billing Enerm 

Billing energy applicable to this section is equal to the total energy provided at the load center 
minus the actual energy provided to Section A, Section B, and Section C participants, 

DATE; OF ISSW July 24,2009 DATE EFFECTIVE: Service reiidered on aiid aAer August, 1 2009 
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Section E' 

Vo1ttntni-v Interruptible Service 

Standard Rider 

This Voluntary Intemniptible Service is a rider to Rate Sections A, B, C, E, G and special 
contracts. 

Applicable 

In all territory sewed by EKPC. 

No interruptible demand which is already under contract under any other Interruptible Rider is 
eligible for this service. 

Availability of Service 

This schedule shall be made available at any load center, to any member cooperative where an 
ultimate "Customer" is capable of interrupting at least 1,000 kW upon request and has contracted 
with the Member System to do so under a retail contract rider. 

Conditions of Service 

1. Any request for interruption under this Rider shall be made by EKPC through its Member 
Cooperative. 

2, Each intenuption will be strictly voluntary, The Member Cooperative may accept or 
decline the terms of the intenuption offered by ESKPC. 

3, No responsibility of any kiud shall attach to EKPC for, or on account of, any loss or 
damage caused by, or resulting from, any interruption or curtailment of this service. 

4. The Customer shall agree by contract to own, operate, and maintain all necessary 
equipment for receiving electric energy and all telemetering and communications 
equipment, within the Customer's premises, required for interruptible service. 

5. It is the Member Cooperative's responsibility to notify the Customer and execute an 
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interruption request from E U C .  Therefore, EQC and the Member Cooperative shall 
mutually agree upon the manner by which EKPC shall notify the Customer of a request 
for interruption. Such an agreement shall include the means by which EKPC shall 
communicate the interruption request (e,g. ernail, phone, pager, etc.) and the Customer's 
point of contact to receive such a request. 

G. EKPC will attempt to provide as much advance notice as possible for requests for 
interruption. However, upon the Customer's acceptance of the Terms of Interruption the 
Customer's load shall be interrupted with as little as one (1) hour of advance notification. 

7. EKPC reserves the right to require verification of a Customer's ability to intenupt its 
load. 

8. The Member Cooperative is not eligible for the Interruption Credits for any intenuption 
when the Customer's interruptible load is down for other reasons during the period of the 
requested interruption. Such down time would include any event outside of the 
Customer's normal operating circumstances such as planned or unplanned outages due to 
renovation, repair, vacation, refurbishment, renovation, strike, or force majeure. 

Interruptible Customer Data Report 
The Member Cooperative shall furnish to EKPC an Interruptible Customer Data Report for each 
of its eligible Customers. Such a report shall include such information as: 

1. The maximum number of hours per day and the time of day that the Customer has the 
ability to interrupt. ' 

2. The maximum number of days and the maximum number of consecutive days that the 
Customer has the ability to interrupt, 

3. The maximum interiyptible demand and the minimum interruptible demand by the 
Customer upon request, 

4. The minimum price at which each Customer is willing to interrupt. 

Demand and Energy Interruption 
The Customer will agree by contract, within an agreed time after receiving notice, to comply to 
the extent possible with EKPC's request to inteinipt load. EKPC is the sole judge of the need for 
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interruption of load, EKPC is the sole judge of tlie amount of inteizuptible demand provided by 
the Customer, based on the following calculation: 

The average of the integtated fifteen-minute demand for the two hours prior to tlie hour ' 

immediately preceding the call for interruption will be used as the basis for establisl.ling the ' 
existing demand level. The hourly interruptible demands for each customer will be the 
difference between the existing demand level and the actual demand measured during each liour 
of the interruption period, The interrupted energy of each interruption period shall be the sum of 
the hourly interrupted demands. These types of interruptions will cover a period of no more than 
six hours. 

For interruptions longer than six hours in duration, the Customer's average load usage for the 
same hours as the interruption hours in the two preceding business days prior to the day of notice 
will be used as the basis for determining the demand level for interruption. The average hourly 
usage for these business days, based on the average integrated fifteen minute demand intervals, 
minus the actual load during the interruption period will equal the amount of interruptible load. 
The intenupted eiiergy of each interruption period shall be the sum of the hourly interrupted 
demands, 

Terms of Interruption 
For each interruption request, EKPC shall identify the Customer to be interrupted. EKPC shall 
inform the Member Cooperative or each Customer of an interruption request in accordance with 
the agreed upon method of notification, The Terms of Interruption shall include the following: 

' 

1. The time at which each interruption shall begh is to be established by EKPC. At least 
one (1) hour of advance notice of each request for interruption shall be provided by 
EKPC, 

2. The duration in clock hours of the intemption request is to be established by EWC. 

3, The cuuent price and the potential savings. This price will be determined by EKPC on a 
case by case basis and will be based on a percentage of the market price of power at the 
time of interruption, 

4. The Member Cooperative shall specify or arrange for the Customer to specify: 
a, The maximum demand in kW that will be interrupted. 

DATE OF ISSUE July 24,2009 DATE EFFECTIVE Sei-vice rendered on and after August 1,2009 
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b. The maximum firm demand that the Customer will purchase though the Member 
Cooperative during the intemption. 

Interruption Credits 

The intemption credit for each interruption period shall be equal to the inteimpted energy MWh 
times an amount equal to 110% by which the quoted price for each interruption exceeds the 
Customer's regular tariff rate. The sum of the intenuption credits for the billing month will be 
allocated as follows: 

1. The Member Cooperative's account with EKPC will be credited in the amount of 10% of the 
credit to the Customer. 

2. The interruption credit to the Customer shall be equal to the product of the interrupted energy 
rnultiplied by the interruption price for each interruption. This amount will be credited to the 
Member Cooperative's account with E U C  and passed along to the Customer. 

Failure to Intei*rupt 

For those Customers failing to interrtipt a minimum of 80% of their agreed amount of 
inteii-uptible load of 5,000 kW or greater, an excess energy charge will be applicable. This 
excess energy is equal to the difference of 80% of the interruptible load minus the interrupted 
load. Excess energy shall be charged to the Customer at a price equal to 125% of the 
interruption price plus the standard rate applicable to this load. 

- Term 

The minimum original contract period shall be one (1) year and shall remain in effect thereafter 
until either party provides to the other at least thirty (30) days previous written notice. 

Interruption Irnplemeutation Procedure 

Voluntary intemptions will be implemented based on data developed from the Inteimptible 
Customer Data Report. EKPC personnel will match the interruption scenario with the 
interruptible customers' proGles to determine interruption priority and sequence. 
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Section G 

SPECIAL ELECTRIC CONTRACT RATE 

Character of Service 

Three-phase 60 Hertz alternating current as specified in the Agreement for Purchased Power. 

Monthly Rate 

Demand Charge per Billing kW $6.98 (I) 

Energy Charge per ALL kwh $.047237 (I) . .  

Determination of Billing Demand 

The kilowatt demand s2iall be the greater of (a) or (b) listed below: 

(a) The contract demand 

(b) The ultimate coiisuiner’s highest demand during the current month or preceding 
eleven months coincident with EKPC’s system peak demand. EKPC’s system peak 
demand is the highest average rate at which energy is used during any fifteen minute 
interval in the below listed hours for each month and adjusted for power factor as 
provided herein: 

Months 
October through April 

Hours Applicable for Demand Billinn - EST 
7:OO a.m. to 12:OO noon 
5:OO p.m, to 1O:OO p,m. 

May through September . 1O:OO a.m. to 1O:OO p.m, 

DATE OF ISSUE May 27.2010 DATE EFFECTIVE: Service rendered 011 and after Julv 1.2010 
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Section e! (con’t,l 

Miiiimum Monthly Charge 

The minimum monthly charge shall not be less than the sum of (a), (b), and (c) below: 

(a) The metering and substation charge, plus 

(b) The product of the billing demand multiplied by the demand charge, plus 

. , (c) The result of: (Energy Rate minus EJSPC’s base fuel component in the 
Energy Rate) times Billing Demand times 400 hours. 

Powcr Factor Adiusfment 

Refer to EJSPC General Wholesale Power Tariffs Power Factor Adjustment, Original Sheet 4. 

Puel Adiusfment Clause 

Refer to EKPC General Wholesale Power Tariffs Fuel Adjustment, Original Sheets 2-4. 
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Section H 

Wholesale Renewable Resource Power Service 

Staudard Rider 

This Renewable Resource Power Service i s  a rider to Rate Sections A, B, C, arid E. The purpose 
of this service is to provide Member Systems with a source of renewable resource generated 
power for resale to their Customers, 

Applicable 

In a11 territory served by EKPC. 

Avaihbilitv of Service 

This service is contingent upon the available supply of energy generated from renewable 
resources which EKPC owns or controls, or such energy which EKPC has purchased from other 
wholesale suppliers, 

This schedule shall be made available at any load center to any member cooperative where a 
retail "Customer" contracts for renewable resource power service in the following block 
amounts: I 

100 kWh 

AND where retail "Customer" has contracted with the Member Cooperative Association to do so 
under a retail contract rider. 

Eligibilitv 
Any EKPC Member Cooperative Association that has completed atid returned a "Pledge to 
Purchase Renewable Resource Power Service" application to EKPC will be eligible for this 
rider. This form will indicate the number of blocks that the Member Cooperative Association 
intends to purchase monthly as a firm purchase power commitment for a period of one year. All 
such Member Cooperative Associations will have executed an Agreement for the sale of 
renewable resource power with a retail consumer, 
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. Section H (con’t.1 

MorithIy Rate 

The monthly rate for this service will be a renewable power premium, Le. added charge, for all rex 
power purchased by the participating Member Cooperative Association. The renewable rate premium per 
block is as follows: 

100 kWh block $2.375 per block ($0.02375 per kWh) 
I 

This power can be purchased only in the blocks and amounts listed above. These rates are in addition to 
the regular wholesale rate applicable to the Member Cooperative Association. 

BiMnv and Minimum Charge: 

Blocks of power sold under this tariff shall constitute the minimum amount of energy in kWh that the 
Member Cooperative Association may be billed for during a normal billing period. 

Terms of Service and Payment: 

This schedule shall be subject to all other terms of service and payment of the wholesale power tariff, 

Fuel Adiustment Clause: 

The fbel adjustment clause is not applicable to renewable resource power. 

Special Terms: 

When Member Cooperative Associations’ contract for this type of power service, said Member 
Cooperative Associations will pay for all such power at the rates prescribed in this tariff for the complete 
contract per io d . 

DATE OF ISSUE JuIv 24,2009 DATE EFFECTIVE: Sewice rendered 011 and aftel: August 1,2009 
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Section DSM - 1 

Touchstone Eiiergv Mauufactwed Home Prop;ram 

Pttrpose 

The Touchstone Energy Manufactured Home Program is a consewatioii program that encourages the sale of more 
energy-efficient niauufactured homes. Xt is based on the Wrergy Star standards for manufactured homes, a 
nationalIy recognized symbol of energy efficiency and quality developed and operated jointly by tho US ,  
E~ivironmental Protection Agency (EPA) and the U.S. Depai-hnent of Energy (DOE). 

Availability 

This program is avaiIable in all service territory served by E;KPC. 

Elieibili& 

To qualify as a Touchstone Energy Manufactured Home under EKPC's program, the participating manufactured 
home must be located in the service territory of a participating Member System and meet the Energy Sfcir standards 
by including additional floor, wall and ceiling insulation, double pane windows and an electric heat pump, 

Rebate 

EKPC wilf provide an incentive for retail customers of our Member Systems to participate in this prograin by 
offering a onetime rebate, EKPC will rebate $250 per certified manufaotured home to the participating Member 
System, Rebates will be paid to the participating Member Systems upon written certification that the retail 
participant has met the Energy Star standards for newly constructed manufactured homes. 

For customers who purchase a manufactured home which only includes a heat puinp meeting Energy Star 
standards, EKPC will rebate $150, For customers with inefficient electric heating system, EKPC will rebate $150 
for replacing their existing futiiace with a heat punip that meets niiniinuin Energy Star Standards. 

Aiinual Repoi.tq 

EKPC will submit annual reports on the Program that contain the number of participants from each Member 
System, the annual costs, including the costs of the rebates, and the status of the rebate provision. EWC will file 
the first report by March 3 1,2004, and aniiually thereafter. 

Ice__. Term 

The Touchstone Energy Manufactured Home Program will remain in effect tluough the end of 201 I,  If EKPC 
should decide to continue the entire program beyond 2011, an application for approval from the Kentucky Public 
Service Corninission will be filed 6 months prior to the date of continuation, 

DATE OF ISSUE November 16,2009 DATE EFFECTTVB: Set-vice rendered on and after Jariuaty 1,2010 
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Section DSM - 2 

Touchstone Energy Home Program 

Purpose 
The Toucfistone Energy Home Progam is a conseivation program that encourages the sale of more energy-efficient 
homes. It is based on Znergy Srar standards for homes, R nationally recognized symbol of energy efficiency and 
quality developed and operated joiirtly by the US.  Eiivironinental Protection Agency (EPA) and the W.S, 
Department of Energy (DOE). 

Availability 
This program is available in all service territory seived by EKPC, 

Eligibility 
To qualify as a Touchstone Energy Home under EKl'C's program, the participating home must be located in the 
service territory of a participating Member System and meet the Etzergy Star standards by including additional 
floor, wall and ceiling insulation, double pane windows and an electric heat pump. 

Rebate 
EKPC and its Member Systems will provide an incentive to retail customers to build or'pwchase a Touchstone 
Energy home. Member System Cooperatives may elect to offer a rebate of up to $250 for each participant. EIUPC 
will match the rebate offered by the member system cooperative up to a inaximuin of $250, resulting in a xnaxirnm 
rebate of $500 for each participant. Rebates will be paid to each participant upon written certification that the newly 
constructed home has met the Bnergy Star standards. 

Annual Renorts 
EKPC will submit annual reports on the Program that contain the number of participants fiom each Member 
System, the annual costs, incfirding the costs of the rebates, and the status of the rebate provisioti. EJSPC will file 
the first report by June 30,2005, and annually thereafter. 

The Touchstone Energy Home Program will remain in effect through 201 I, TfEKPC should decide to continue the 
entire program beyond 201. I, an application for approval fiom the Kentucky Public Service Commission will be 
filed 6 months prior to the date of continuation, 

DATE OF ISSUE November 16.2009 DATE EFFECTIVE. Service rendered on and after Ja1iuai.v 1.2010 
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RATE ES - ENVIRONMXNTAL SURCHARGE 

APPLICABILITY 

Applicable to all sections of this rate schedule and this rate schedule shall apply to each Member 
System. 

AVAILABILITY 

This rate schedule shall apply to EKPC rate sections A, B, C, E, and G and all special contracts 
with rates subject to adjustment upon the approval of the Commission. 

RATE 

The Environmental Surcharge shall provide for monthly adjustments based on a percent of 
revenues equal to the difference between the environmental compliance costs in the base period and in the 
current period based.on the following formula: 

CESF = E(m) / R(m) MESF == CESF - BESF 

MESF = Monthly Environmental Surcharge Factor 
CESF = Current Enviroiimental Surcharge Factor 
BESF = Base Environniental Surcharge Factor of 0% 

where E(m) is the total of each approved environmental compliance plan revenue requirement of 

, 

environmental costs foi the current expense month and R(ni) is the revenue for the cur-rent expense 
nionth as expressed below. 

Definitions 

(1) E(m) = [(RB112)(RORB) -1- OE -BAS 3. (0ver)Under Recovery 

where: 
(a) RB is the Environmental Compliance Rate Base, defined as electric plant in 
seivice for applicable environmental projects adjusted for accumulated 
depreciation, CWP, cash working capital, spare parts and 
limestone inventory, emission allowance inventory; 
(b) RORB is the Rate of Return on the Environmental Compliance Rate Base, 
designated as the average cost of debt for environmental compliance plan projects 
approved by the Commission plus application of a times-interest-earned ratio of 
1.35; 
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(c) OE is the Monthly Pollution Control Operating Expenses, defined as the 
average of the twelve month operating and maintenance expense; depreciation 
expense, property taxes, insurance expense, emission allowance expense, and 
consulting fees.; 
(d) BAS is the net proceeds from By-products and Eniission Allowance Sales, 
and; 
(e) (Over) or Under recovery amount resulting from the amortization of 
amounts determined by the Commission during six-month and two-year 
reviews and the one-month “ti-ue-up” adjustment. 

(2) Total E ( i )  is multiplied by the Member System Allocation Ratio to arrive at Net E(m). The 
Member System Allocation Ratio is based on the ratio of the 1Zmonth total revenue from sales 
to Member Systems to which the Surcharge will be applied, ending with the current expense 
month, divided by the 12-month total revenue from sales to Member Systems and off-system 
sales. 

(3) The revenue R ( i )  is the average monthly revenue, including base revenues and automatic 
adjustment clause revenues less Environinental Cost Recovery Surcharge revenues, for EKPC 
for the twelve months ending with the cuixent expense month. 

(4) The cuiyent expense month (ni) shall be the second month preceding the month in which 
the Environmental Surcharge is billed. 

DATE OF ISSUE November 15.2010 

ISSUED BY 
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Section DSM - 3(a\ 

Direct Load Control Program - Residential 

Purpose 

The Direct Load Control Program will encourage the reduction in growth of peak demand, 
enabling the Company to utilize its systeni more efficiently, manage market purchases, and defer 
the construction of new generation. 

Availability 

The Direct Load Control Program is available to residential customers in the service territories of 
East Kentucky Power Cooperative, Inc.’s (“EPC”) Member Systems and will include the 
control of water heaters, air conditioners and heat pumps, and pool pumps. . 

Availability may be denied where, in the judgment of the Member System, installation of the 
load control equipment is impractical, 

Eligibility 

To qualifjr for this Program, the participant must be located in the service territory of a 
participating Member System and have: 

e 40-gallon (minimum) electric water heating units, and/or 
0 Central air conditioning or heat puinp unitsj and/or 

Pool pumps. 

The above appliances may be electrically cycled or intenupted in accordance with the rules of 
this Tariff. 
The participant may either own or rent the residence where the qualifjring appliances are located. 
The residence may be either a singlevfamily structure or a multi-family apartment facility. 
The participant is responsible for obtaining the permission of the owner of the rented residence 
to participate in the load control program, The Member System may require that a rental 
property agreement be executed between the Member System and the owner of the rented 
residence. 

DATE OF ISSUE June 30,2009 DATE EFFECTIVE: Service rendered on and after August 1,2009 
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Program Incentives 

EKPC and participating Member Systems will provide an incentive to the participants in this 
program for the following appliances. 

Water Heaters. E U C  will reimburse the participating Member System $10.00 per water 
heater annually. The participating Member System, in turn, will credit the residential 
power bill of the participant $10.00 per water heater per year. The participant will 
receive this credit regardless of whether the water heater is actually controlled. 
Air Conditioners and Heat Pumps. EKPC and participating Member Systems will 
provide an incentive to the participants in this prograni, The participant may select one 
of two alternatives. The participant will receive one of these incentives regardless of 
whether the air conditioner or heat pump is actually controlled during any program 
month, 
Alternative One, E U C  will reimburse the participating Member System $20.00 
atmually per air conditioner or heat pump ($5 per summer months, June, July, August, 
and September). The participating Member System will, in brn, credit the residential 
power bill of the pai..ticipant $20.00 per ah conditioner ($5 per summer months, June, 
July, August, and September), 
Alternative Two. EKPC will provide and install at no cost one or more digital 
thermostats as needed for control purposes. 
After the initial selection of one of the alternatives, the pai.ticipant may change to the 
other alternative subject to the following conditions: 

e From bill credits to digital thermostats - The change in alternative will be 
permitted in any month except for the suimer months of June though 
September, In addition, the participant will pay 50 percent of the installed cost of 
each digital thermostat. 
From digital thermostats to bill credits - The change in alternative will be 
peimitted in any month except for the summer months of June through 
September. In addition, the participant will either reimburse EKPC, through the 
Member System, an amount equal to 50 percent of the original installed cost of 
each digital thermostat that was initially installed if the participant keeps the 
thermostat or pay 50 percent of the cost to remove each’digital thermostat that 
was initially installed. 
Only one change in incentive alternatives will be peimitted during a 12 month 
period. 

e 
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Pool Pumps, EKPC will reimburse the par%icipating Member System $10,00 per pool 
pump annually. The participating Member System, in turn, will credit the residential 
power bill of the participant $1 0.00 per pool pump per year. The participant will receive 
this credit regardless of whether the pool pump is actually controlled. 

When the qualifying appliances are located in rental residences, program incentives will be paid 
to the participant, regardless of whether the participant owns or rents the residence where the 
qualifying appliances are located. Nothing contained in this Tariff will prohibit a further 
disposition of the program incentive between the participant and the owner of a rented residence. 

Time Periods for Direct Load Control Program 

Water Heaters. A load control switch will be placed on the water heater and may be electrically 
interrupted for a maximuin time period of four hours. 

EKPC will cycle the water heaters only during the hours listed below. 

Months 
October through April 

May through September 

Hours Applicable for Demand Billing - EST 
6:OO a.m. to 12:OO noon 
4:OO p.m, to 1O:OO p,m, 
1O:OO a.m. to 1O:OO p,m. 

Air Conditioners and Heat Pumps, A load control device (switch or thermostat) will be piaced 
on each central air conditioning unit ox' heat pump that will allow the operating characteristics of 
the unit to be modified to reduce demand on the system. Communication to the load control 
device will be accomplished via AMR, AMI, or paging equipment, 

E W C  will control the air Conditioning units and heat pumps only during its sumner on-peak 
billing hours listed below. 

Months 
May through September 

Hours Applicable for Demand Billin? - EST 
1O:OO a.m. to 1O:OO p.m. 

Pool Pumps. A load control switch will be placed on the pool pump and may be controlled for a 
four hour curtailment during on peak days May through September. In addition, there may be a 
50 percent cycling for the ensuing 2 hour recovery period to prevent creating a new peak. 

DATE OF ISSUE June 30.2009 DATE EFFECTIVE Service rendered on and after August 1,2009 

ISSUED BY TITLE Piesident & Chief Executive Officer 

Issued by authority of an Order of the Publio Service Commissio~z of Kentucky in 
Case No. Dated 



For All, Counties Served 
P.S,C. No. 34 

Original Sheet No. 26.3 

EAST IECENTUCKY POWER COOPEMTIVE, INC. 

Terms and Coxldition! 

1. Prior to the installation of load control devices, the Member Systems may inspect the 
participant’s electrical equipment to insure good repair and working condition, but the Member 
Systems shall not be responsible for the repair or maintenance of the electrical equipment. 

2. EKPC, on behalf of the Member Systems, will install, own, and maintain the load 
management devices controlling the participant’s air conditioner, heat pump, or water heater. 
The participant must allow the Member System, or their representative, reasonable access to 
install, maintain, inspect, test and remove load control devices, Inability of the Member System 
to gain access to the load managernent’device to perform any of the above activities for a period 
exceeding 30 days may, at the Member System’s option, result in discontinuance of credits under 
this tariff until such time as the Member System is able to gain the required access. 

3. Participants in the Pilot program fiom Big Sandy RECC and Blue Grass Energy will have the 
opportunity to participate in this program. Equipment already installed on the premises may be 
used as part of this program. 

4. Participants may join the prograin at any time during the year. Participants with water 
heaters and/or pool pumps will receive the first annual incentive within 12 months after the 
installation of the load control device. Participants with air conditioning or heat pump units who 
join during the months of June through September can select an incentive alternative as 
described in this Tariff If the bill credit incentive is selected, bill credits will not begin until 
after the installation of the load control device and continue for the months remaining in the June 
to September time period for that year. 

5. If a participant decides to withdraw fiom the program or change incentive alternatives, the 
Member Systems will endeavor to implement the change as soon as possible. 

6. If a participant decides to withdraw fiom the program, the participant may not apply to rejoin 
the program for a period of 6 months, Returning participants for air conditioning and heat pump 
units will be required to initially select the bill credit alternative, but may change alternatives 
later as described in this Tariff. 4 
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Section DSM - 3(bj 

Direct Load Coutrol Program - Commercial 

. Purpose 

The Direct Load Control Program will encourage the reduction in growth of peak demand, 
enabling the Company to utilize its system more efficiently, manage market purchases, and defer 
the construction of new generation. 

Availability 

The Direct Load Control Program is available to commercial customers in the service territories 
of EKPC's Member Systems and will include the control of air conditioners and water heaters. 

Availability may be denied where, in the judgment of the Member System, installation of the 
load control equipment is impractical. 

Elirribility 

To qualify for this Program, the participant must be located in the service territory of a 
participating Member System and have a central air conditioning unit and/or a 40-gallon 
(minimum) electric water heating unit. The appliance may be electrically cycled or interrupted 
in accordance with the rules of this Tariff. 

The participant i s  responsible for obtaining th? permission o f  the commercial property owner to 
participate in the load contrul program. The Member System may require that a rental property 
agreement be executed between the Member System and the owner of the rented commercial 
property. ' 

Program Incentives 

EKPC and participating Member Systems will provide an incentive to the participants in this 
program for the following appliances. 

DATE OF ISSUE Julie 30,2009 DATE EFFECTIVE Service rendered on and after AuFust I, 2009 
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Air Conditioners. The incentive will be based on the tomage of the air conditioning unit. 
Units up to and including five tons will receive a monthly credit of $5.00 per unit. Units 
over five tons will receive an additional monthly credit of $1 .OO per ton per ut& EKPC 
will reimburse the participating Member System at the applicable incentive credit during 
the months of June tlwough September. The participating Member System will, in turn, 
credit the commercial power bill of the participant at the applicable incentive credit 
during the months of June though September. The participant will receive the incentive 
regardless of whether the air conditioner is actually controlled during any program 
month. 
Water Heaters. EKPC will reimburse the participating Member System $10.00 per water 
heater annually. The participating Member System, in turn, will credit the commercial 
power bill of the participant $10.00 per water heater per year, The participant will 
receive this credit regardless of whether the water heater i s  actually controlled, 

Time Period for Direct Load Control Program 

Air Conditioners. A load control device will be placed on each central air conditioning unit that 
will allow the operating characteristics o f  the unit to be modified to reduce demand on the 
system. Communication to the load control device will be accomplished via AMR, AMI, or 
paging equipment. 

EKPC will control the air conditioning units only during its sunmer on-peak billing hours fisted 
below: 

Months 
May through September 

Hours Applicable for Demand Billing - EST 
1O:OO am.  to 1O:OO p.m. 

Watei. Heaters, A load control switch will be placed on the water heater and may be electrically 
intempted for a maximum time period of four hours. 

EKPC will cycle the water heaters only during the hours listed below. 

Months 
October through April 

May through September 

Hours Applicable for Demand Billing’- EST 
&:OO a,m. to 12:00 noon 
4:OO p.m. to 1O:OO p.m. 
1O:OO a.m. to 1O:OO p.m. 
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Terins and Conditions 

1. Prior to the installation of load control devices, tlie Member Systems may inspect the 
participant’s electrical equipmeht to insure good repair and working condition, but the Member 
Systems shall not be responsible for the repair or maintenance of the electrical equipment. 

2, EKPC, on behalf of the Member Systenis, will install, own, and maintain the load 
management devices controlling the participant’s air conditioner unit or water heater. The 
participant must allow the Member System, or their representative, reasonable access to install, 
maintain, inspect, test and remove load control devices. InabiIity of the Member System to gain 
access to the load management device to perform any of the above activities for a period 
exceeding 30 days rnay, at the Member System’s option, result in discontinuance of credits under 
this tariff until such time as the Member System is able to gain the required access. 

3. Participants may join the program at any time during the year. Participants with air 
conditioning who join during the months of June through September will receive bill credits 
beghing  after the installation of the load control device and continuing for tlie months 
remaining in the June to September time period for that year. Participants with water heaters 
will receive the first annual incentive within 12 months after tlie installation of the load control 
device. 

4. If a participant decides to withdraw from the program, the Member Systems will endeavor to 
implement the withdrawal as soon as possible. If a participant decides to withdraw from the 
program, the participant rnay not apply to rejoin the program for a period of 6 months, 
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EKPC EmerPency Electric Procedures 

EIWC’s Emergency Electric Procedures are based.on the following NERC Emergency 
Operations Standards: 

8)  EOP-001 Emergency Operations Planning 
B EOP-002 Capacity and Energy Emergencies 
e EOP-003 Load Shedding Plans 
e EOP-005 System Restoration Plans 

Definitions 

Transmission Operator (and Balancing Authority) - EKPC 
Reliability Coordinator - TVA 
Regional Reliability Organization - SERC 

The Balancing Authority and the Reliability Coordinator have the responsibility and clear 
decision-making authority to take whatever actions are needed to ensure the reliability of its 
respective area and to exercise specific authority to alleviate capacity and energy emergencies, 
The Balancing Authority will implement its capacity and energy emergency plan, when required 
and as appropriate, to reduce risks to the interconnected system. The Balancing Authority 
experiencing an operating capacity or energy emergency will communicate its current and future 
system, conditions to the Reliability Coordinator and neighboring Balancing Authorities. 

When the Balancing Authority anticipates an operating capacity or energy emergency it will 
perform all actions necessary including bringing on all available generation, postponing 
equipment maintenance, scheduling interchange purchases in advance, and being prepared to 
reduce firm load. If the Balancing Authority is deficient it will only use the assistance provided 
by the Interconnection’s fiequency bias for the time needed to implement couective actions. 

The Balancing Authority will not unilaterally adjust generation in an attempt to return 
Interconnection frequency to normal beyond that supplied through frequency bias action and 
Interchange Schedule changes. Such unilateral adjustment may overload transmission facilities. 
If the Balancing Authority cannot comply with the Control Performance and Disturbance Control 
Standards, then it will immediately implement remedies to do so. 
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The Reliability Coordinator will act to mitigate the emergency condition, 
including a request for emergency assistance if required. 

Measures 

The Transinission Operator (and Balancing Authority) has emergency plans and 
self-assessments avaiIable for review by the Regional Reliability Organization. 
The Regional Reliability Organization reviews and evaluates emergency plans 
every three years to ensure that the plans are complete and may elect to request 
self-certification of the Transmission Operator and Balancing Authority in years 
that the fi.111 review is not done, 

Each Reliability Coordinator and Balancing Authority has and provides upon 
request evidence that includes job descriptions, signed agreements, authority letter 
signed by an appropriate officer of the company, or other equivalent evidence that 
confirms that it meets NERC requirements. 

If the Reliability Coordinator or Balancing Authority implements its Capacity and 
Energy Emergency plan, that entity has and provides upon request evidence that 
includes operator logs, voice recordings or transcripts of voice recordings, 
electronic communications, computer printouts or other equivalent evidence that 
will be used to determine if the actions it took to relieve emergency conditions 
were in conformance with its Capacity and Energy Emergency Plan. 

Insufficient Generating; Capacity 

The steps for mitigation of operating emergencies for insufficient generating 
capacity are: 

1, Load all available generating capacity 
2. Deploy all available operating resei-ve 
3. Interrupt interruptible load and expoits 
4. Request emergency assistance from other Balancing Authorities 
5. Declare an Energy Emergency through the Reliability Coordinator 
6. Reduce load through procedures such as public appeals, voltage 

reductions, or curtailment of interruptible loads and firm loads 
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Once the Balancing Authority has exhausted these steps or if these steps cannot be 
completed in sufficient time to resolve the emergency condition, the Balancing Authority 
shall: 

I ,  Manually shed firm load without delay to returii its ACE to zero 
2. Request tie Reliability Coordinator to declare an Energy Emergency Alert 

All Eniergency Electric Procedures consider: 

1. Communication protocol 
2. Controlling actions 
3, Coordination with adjacent Transmission Operators and Balancing Authorities 
4, Staffing levels 

Elements addressed in Insuffcieiit Geiierating Capacity Emergency Electric Procedures 
are: 

1. Fuel supply and inventory - recognition of reasonable delays 01' problems in the 
delivery or prodaction of fiiel. 

2. Fuel switching - for units for which file1 supply shortages may occur 
3. Environmental constraints - seek removal of environmental constraints for 

generating units 
4. System energy use - reduction of the system's own energy use 
5. Public appeals - through all media for voluiitaiy load reductions and energy 

consewat ion 
6.  Load management - implementation of load management and voltage reductions 
7. Optimize fiiel supply - operation of generating sources to optimize the 

availability 
8. Appeals to customers to use alternate fiiels - appeals to large industrial and 

commercial customers to reduce non-essential energy use and inaximize the use 
of customer-owned generation that rely on bels other than the one in short 

9. Interruptible loads - htemipt customer load to reduce capacity requirements or to 
conserve the fuel in short supply 

10. Maximizing generator output and availability - operation of all generating 
sources to maximize output and availability 

11. Notification of PPs - cogeileration and other power producers, to maximize 
output arid availability 

12. Requests of government - to implement programs to achieve energy reductions 
13. Load curtailment - mandatory load curtailment plan to use as a last resort 
14. Notification of government agencies .. as the various steps of the einergency plan 

supply 

are implemented 
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15, Notifications to operating entities - as steps in emergency plan are implemented 

Traiisinissiou System Operating Emergencies 

The Transmission Operator (and Balancing Authority) develops, maintains, and irnpleinents a set of plans 
to mitigate operating emergencies, These plans are coordinated with other Transmission Operators, 
Balancing Authorities, and the Reliability Coordinator, Balancing Authorities have operating agreements 
with adjacent and remote Balancing Authorities that contain provisions for emergency assistance. 

The Transmission Operator has an emergency load reduction plan for all identified Interconnection 
Reliability Operating Limits (IROLs). The pIati includes the details on 
how the Transmission Operator will iinpleinent load reduction in sufficient amount and 
time to mitigate the DROL violation before system separation or collapse occurs. The 
Transmission Operator aiid Balancing Authority emergency plans include: 

1. Communications protocols to be used during emergencies 
2. ' A list of controlling actions to resolve the emergency 
3. Load reduction, in sufficient quantity' and within established timelines 
4. Tasks to be coordinated with and among adjacent Transmission Operators and 

Balancing Authorities 
5, Stafing levels for the emergency 

The Transmission Operator (and Balancing Authority} annually reviews aiid updates each 
emergency plan arid provides a copy of its updated emergency plans to the Reliability 
Coordinator and to neighboring Transmission Operators atid Balancing Authorities, 

The Trausmission Operator (and Balancing Authority) coordinates its emergency plans 
with other Transmission Operators and Balancing Authorities as appropriate. This 
coordination includes the following steps: 

1. Establish and maintain ivliable cominunications between interconnected systeins 
2. Arrange new interchange agreements to provide for emergency capacity or 

energy transfers if existiiig agreements cannot be used 
3. Coordinate transmission and generator maintenance schedules to maximize 

capacity or conserve the fiiel in shoit supply 
4. Arrange deliveries of electrical energy or fiiel fioin remote systems tluough 

nonnal operating channels 
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Load shedding 

After taking all other remedial steps, the Transmission Operator and Balancing Authority, 
operating with insufficient generation or transmission capacity, will shed customer load rather 
than risk an uncontrolled failure of components or cascading outages of the Interconnection. 
Coordination of load shedding would take place between the Transmission Operator (and 
Balancing Authority) and other interconnected Transmission Operators and Balancing 
Authorities. Implementation of manual load shedding takes into consideration frequency, rate of 
frequency decay, voltage level, rate of voltage decay, and power flow levels. The Transmission 
Operator (and Balancing Authority) would implement load shedding in steps established to 
minimize the risk of hither uncontrolled separation, loss of generation, or system shutdown. 

After the Transmission Operator (and Balancing Authority) separates from the Interconnection, 
if there is insufficient generating capacity to restore system frequency following automatic 
underfrequency load shedding, tlie Transmission Operator (and Balancing Authority) would shed 
additional load. The Transmission Operator (and Balancing Authority) coordinates automatic 
load shedding throughout its area with underfrequency isolation of generating units, tripping of 
shunt capacitors, and other automatic actions that occur under abnomal fiequency, voltage, or 
power flow conditions, Each Transmission Operator and/or Balancing Authority has plans for 
operator-controlled manual load shedding to respond to real-time emergencies. 

System restoratioq 

The Transmission Operator has a restoration plan to reestablish its electric system in a stable and 
orderly manner in the event of a partial or total shutdown of its system including necessary 
operating instructions and procedures to cover emergency conditions and the loss of vital 
telecommunications channels. 

\ 

The Transmission Operator reviews and updates its restoration plan annually and whenever it 
makes changes in the power system network, and corrects deficiencies found during the 
simulated restoration exercises. The Transmission Operator coordinates its restoration plans with 
the Generator Owners and,Balancing Authorities w i t h  its area, its Reliability Coordinator, and 
neighboring Transmission Operators and Balancing Authorities, 

The Transmission Operator (and Balancing Authority) periodically tests its telecommunication 
facilities needed to implement the restoration plan and trains its 
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operating personnel in the implementation of the restoration plan. This training includes 
simulated exercises and verification of the restoration procedure by actual testing and simulatio: 

During system restoration, affected Transmission Operators and Balancing Authorities work in 
conjunction with their Reliability Coordinator@) to determine the extent and condition of the 
isolated area@. The affected Transmission Operators and Balancing Authorities take the 
nedessary actions to restore Bulk Electric System frequency to normal, including adjusting 
generation, placing additional generators on line, or load shedding. 

The affected Balancing Authorities, working with their Reliability Coordinator(s), immediately 
review the Interchange Schedules b e ~ e e n  those Balancing Authority Areas or fragments of 
those Balancing Authority Areas within the separated area and make adjustments as needed to 
facilitate the restoration. The affected Balancing Authorities make all attempts to maintain the 
adjusted Interchange Schedules, whether generation control is manual or automatic. The affecte 
Transmission Operators may resynchronize the isolated area(s) with the surrounding area@) 
when the following conditions are met: 

1 Voltage, frequency, and phase angle permit 
2. The size of the area being reconnected and the capacity of the transmission lines effectir 

the reconnection and the number of synchronizing points across the system are 
considered adequate 

3, Reliability Coordinator(s) and adjacent areas are notified and Reliability Coordinator 
approval is given 

4. If required, load i s  shed in neighboring areas to permit successful interconnected system 
restoration 
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CLASSIPTCATION OP SERVICE 
SCHEDULE RTP-DA 

WHOLESALE, REAL-TJ.ME PRICING, DAY AHEAD, PILOT PROGRAM 

Availability 
Available to all Member Systems of EKPC. The electric power and energy fiirnished hereunder 

shall be separately metered for each point of delivery. 
The Member System may offer Real T h e  Pricing (RTP) to existing Commercial and Industrial 

customers only, subject to the conditions below and possible additional conditions in 
the Member System’s retail RTP tariff. Custonzers served under the Interruptible 
Rider are not eligible for this pilot, The eligible customer must have taken service 
fiom the Member System for at least one (1) year. 

Customers must be able to benefit. fiom hourly price signals and maintain a peak 15- 
minute demand not less than 1,000 kW each month. 
The customer must currently have the MV-90 metering system in place or be willing to 
allow the Member System to install and maintain such equipment with interrogation 
ability for downloads. The customer will be responsible for the incremental costs of 
installing atid maintaining such metering equipment, The customer must possess a 
personal computer with Internet service. 

Type of service: Rim, three-phase, 60-hz 
Rate Stiucture mid Bill Computntion: 
Structure: 

A Member System with RTP customers will remain on i ts  current tariff for all load 
excluding the incremental load of the RTP customers. The RTP bill for the Member 
System will contain three components, 

1. Standard Bill: The EKPC wholesale t a r s  schedule that currently serves the 
Member System will be applied to its “Customer Baseline Load” (CBL), the 
predetermined hourly load profile covering one k l l  year and the set of twelve 
monthly billing demands for each individual RTP customer. 

2. Incremental Energy Charge: The RTP price will be applied to the differences 
between actual metered load and the CBL - positive or negative - for all hours in 
the billing period. 

3. PTP Admidstration Fee: This fee will cover the costs of providing RTP seivice, 
including billing and communications systems, to implement the tariff and for data 
management. 
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BiII Comprrtation: 
RTP B& = Standard Bill (Std. Bi l lc~~, ,~)  f Incremental Energy Charge (XEC,,l) 3- 

RTP AF 
Std. Billcth = Pd * KcBL~,~ f pc * z,,~h QCBLI~ 

IEC,,, 
RTP AF 
where: 

= &/t {PRTPI~ * (QG - QCBU)) 
= RTP Admin Fee 

Q Std. BillcBL, is the standard bill calculated using the Member System’s 
underlying schedulk of the EKPC wholesale tariff, with the current tariff prices 
applied to CBL quantities in month iiz, with the equation above being an exaiityle 
to cover all eligible schedules of the underlying EKPC standard tariff. The CBL 
includes any adjustment needed to meet minimum bill requirements, 

o Pd is the current demand charge, 
o I&B~), is the CBL billing demand for month ni, 
o P, is the current energy charge, and includes volumetric charges such as 

the Fuel Adjustment Clause (FAC) , and application of the Environmental 
Surcharge which is applied on a percentage basis, 

o QCBJJ~ is the CBL kWh in hour h 

Q IEC,, is the Incremental Energy Charge dollar amount in month 111, 

o E,n~z {. . ‘1 represents the sum across all hours h in month iii, 
.. o P~l;ph is the hourly RTP price in hour h, 

o Qa is the actual kWh in hour h. 
Bill Cornaorrents: 

Standard Bill: 
The Member System’s schedule of EKPC’s standard tariff prices will be applied to the 
CBL. These tariff prices include the current demand and energy prices, the FAC, the 
Environmental Surcharge and other applicable riders foutld in EIQC’s Commission- 
approved tariff sheets. The standard bill will be computed using these prices and CBL 
values according to the billing algorithm currently in use to compute actual bills for 
customers on the applicable schedule of the standard tariff. 
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Incremental Energy Charge: 
The sum across all hours of the billing periodsof the product of the real-time price for 
each hour and the incremental load for each hour. Incremental load is the difference 
between actual metered load and th6 CBL. This difference can be positive or negative. 
Negative differences, termed “decremental load”, create hourly credits. Actual metered 
usage cannot go below zero for billing purposes. 

CBL: 
Member System agreement on the CBL is a precondition for use of RTP-DA. 
The CBL is to be developed by EKPC using one complete calendar year of customer- 
specific hourly firm historical load data. Upon agreement by all patties, the CBL 
remains in place permanently and is adjusted to match up day-types (weekdays and 
weekends) with the respective calendar year. Additional calendar matching 
modifications will be made, as necessary, for holidays. 
Modifications to the CBL can be made by EKPC to reflect permanent removal of 
major, customer-owned electrical equipment or signifkant conservation or efficiency 
enhancements made by one of the Member System’s retail customers. Any such 
modifications must be approved by all parties. 

RTP Price: 
The Day-Ahead RTP Price reflects day-ahead marginal costs on an hourly basis as 
determined by EKPC. The RTP Price consists of the following components: 
1, EKPC’s day-ahead hourly marginal generation cost, including estimated variable fuel 

cost, variable O&M cost and the variable emission allowance cost of the marginal 
generating unit, or purchased power cost, as applicable, 

2, EKPC’s estimated marginal reliability cost, as applicable. 
3. EKPC’s estimated marginal transmission cost, as applicable. 
4. Losses. 
5. Risk Adder for wholesale supplier. 
The FAC applies to the CBL but not to incremental energy which is charged or 
credited based on the RTP price. 
The Environmental Surcharge applies to the CBL only, with the RTP price reflecting 
variable environmental costs only. 

RTP Administration Fee: 
E U C  will charge a monthly RTP Administration Fee of $150 per month per retail customer. 
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Special Provisions: 

Price notification: 
The retail customer will be notified in accordance with procedures set forth in the RTP 
tariff of the Member System. 

EKPC shall provide RTP service to the Meniber System uiider this pilot program for a 
period of three years fiom the effective date of this tariff, No additional retail customers 
may be added to the pilot program after the completion of the second year of the pilot 
program. Terms of eligibility for individual custoiners are outlined in the RTP tariff for 
the Member System. 

General Terms and Conditions: 
Customer service must comply with general rules and regulations of EKPC on file with 
the Public Service Commission of Kentucky. ' 

Term of Service: 
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Summary of Proposed Charges Uiider Electric Special Coiitra.cts 
(Not Part of EI<PC Tariffs) 

Large. 
Special Contract Deinand Charge: 

Firm Demand $6.92 per kW per month (I) 
IO-Min Interruptible Demand ($6.22) per kW per month (I) 
90-Min Tnteimptible Demand ($4.20) per kW per month 

Energy Charge 
On-Peak $0.049195 per kWli ’ (1) 
Off-peak $0.045767 per kWh (1) 

Steam Service Demand Charge 
Per MMBTU 

Energy Charge 
Per MMBTU 

$577.15 

$5,195 
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Table I 

Rate E 
Rate B 
Rate C 
Rate G 
Large Special Contract 
Steam Service 
Pumping Stations 
Total . 

Forecasted Period 
Summary 

Rate Impact Test Year Ended December 31,2011 
Response 807 KAR 5:OO'l Section lO(lO)(m) 

[Application Volume 5, Tab 58, Page 71 

Current 
$ 771,730,096 

56,378,640 
18,785,745 
19,002,098 
48,534,624 
14,076,304 
9,009,512 

$ 937,517,019 

Proposed 
$ 81 2,253,177 

59,358,593 
19,779,364 
20,008,762 
51,656,241 
14,828,8 17 
9,009,512 

$ 986,894,466 

$ lncr % lncr 
$ 40,523,082 5.25% 

2,979,952 5.29% 
993,619 5.29% 

1,006,664 5.30% 
3,121,617 6.43% 

752,513 5.35% 
I 0.00% 

$ 49,377,447 5.27% , 

Revenue Deflciency $ 49,375,429 
Over Recovery due to Rounding $ 2,OI 8 

Base Rata Impact $ 884,059,644 $ 933,437,092 $ 49,377,448 5.59% 

I '.' 

Table 2 

Forecasted Period 
Su'mmary 

Rate impact Test Year Ended December 31 , 201 I 
Biflfng Analysis in Current and Proposed Adjusted for Change in Load Forecast 

Rate E 
Rate B 
Rate C 
Rate G 
Large Special Contract 
Steam Service 
Pumping Stations 
Total 

Cur rent 
$ 646,499,268 

52,114,500 
16,168,006 
18,l20,073 
44,334,498 
12,417,637 
7,026,315 

$ 796,680,297 

Proposed 
$ 686,005,102 

55,445,447 
17,204,852 
19,288,663 
47,854,159 
13,234,315 
7,026,315 

$ 846,058,854 

$ lncr %. lncr 
$ 39,505,834 6.11% 

3,330,948 6,39% 
1,036,846 6.41% 
1,168,590 6.45% 
3,519,661 7.94% 

816,677 6.58% 
0.00% 

$ 49,378,557 6.20% 

Revenue Deficiency $ 49,375,429 
Over Recovery due to Rounding $ 3,128 

Base Rate Impact $ 81 2,830,042 $ 862,208,599 $ 49,378,557 6.07% 
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Most employers expect to give pay raises next year, Mercer survey finds 

Employers are approaching salary increases in a cautious manner with emphasis on 
engaging and retain 

I-- - - - -- 

United States 
New York ,3 August 2010 

Organizations pian to adjust their compensation practices for next year in response to concern over losing top talent after 
the past year of pay freezes and, for some, signs of economic recovery. According to Mercer's 2010/2011 US 
Compensation Planning Survey, more than 98% of companies pian to award base pay increases in 2011. Moreover, just 
2% of companies are planning across-the-board salary freezes next year compared to 13% in 2010 and 31% in 2009. 

Of the employers projecting to grant base pay increases, the average increase is expected to be 2.9% in 2011, up from an 
actual 2.7% in 2010, but still down from 2009 levels (3.2% average). Unlike past years, expected salary increase levels for 
2011 are even across most employee groups, however more employers are taking a segmented approach to salary 
increase allocations and continuing to focus on high-performing talent. (See Figure 1.) 

Mercer's most recent survey on compensation trends, which has been conducted annually for more than two decades, 
includes responses from more than 1,100 mid-size and large employers across the US and reflects pay practices for more 
than 12 million workers. The survey results are captured for five categories of employees: executive, management, 
professional (sales and non-sales), offlce/clericai/technician, and trades/production/service. 

"It looks like salary raises are back and for good reason," said Catherine Hartmann, a Principal with Mercer's rewards 
consulting business. "The risk of losing key employees is top of mind as the economy recovers and certain labor markets 
improve. And while non-monetary awards such as career development and training are effective in retaining employees, 
employers realize that top-performing employees are loathe to going another year without an increase in pay. Investments 
in both cash and non-cash solutions will have a significant impact on avoiding post-recesslonary flight." 

Furthermore, Mercer's survey shows that short-term incentive payouts are projected to increase slightly. Overall, average 
payouts as a percentage of base pay for ail employee groups remain stable. (See Figure 2.) 

Differentiation for top performers 
As organizations struggle to balance reward programs and limited budgets with the need to engage and retain talent, they 
are continuing to segment their workforce and rewards based on performance. As a result, the gap between high- 
performing employees and those in the lower performing categories is widening significantly. According to Mercer's survey, 
the highest-performing employees (14% of the workforce) are expected to receive average base pay increases of 4.3% in 
2010 compared to 2.6% for average performers (35% of the workforce) and 0.5% for the weakest performers (7% of the 
workforce). 

"In the tug of war between limited resources and the need to retain critical employees, recognizing top performance is still 
clearly a driving factor," said Ms. Hartmann. 'Differentiating salary increases among employee groups is a necessity, 
allowing employers to make their investments on those employees that will advance the organization in the new economy." 

Differentiation for growth sectors 
Despite salary increases being lower than what has been experienced in recent years, variations do also exist among 
industry sectors. Compared to the expected average pay Increase of 2.9% in 2011, organizations within high-performing 
industries pian to grant higher increases. The Oil and Gas industry is among the highest with projected average pay 
increases of 3.5% followed by the 8uslness/Professionai Services industry at 3.2%. I n  contrast, other industries expect to 
award less In 2011, including Education at 2.6% and Real Estate at 2.5%. (See Figure 3.) 

"Despite budgetary constraints among all sectors, more stable growth industries are planning to provide raises for select 
employees," said Ms. Hartmann. "In general, increasing pay will continue to be a challenging priority for employers until 
improved economic conditions are evident and the economic outlook significantly improves." 

For more information or to purchase the full report of Mercer's 2010/2011 US Compensation Planning Survey, visit 
www.imercer.com/cps or call 800 333 3070. 

About Mercer 
Mercer Is a leading global provider of consulting, outsourcing and investment services. Mercer works with clients to solve 
their most complex benefit and human capital issues, designing and helping manage health, retirement and other benefits. 
It is a leader in benefit outsourcing. Mercer's investment services include investment consulting and multi-manager 
investment management. Mercer's 18,000 employees are based in more than 40 countries. The company is a wholly 
owned subsidiary of Marsh & McLennan Companies, Inc., whlch lists its stock (ticker symbol: MMC) on the New York, 
Chicago and London stock exchanges. For more information, visit www.mercer.com. 
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