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CASE NO. 201 1-00035 

WFUFIC ATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my laowledge, information and 

L/ STATE OF IGiNTUCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, aclcnowledged and sworn to before me by 
Sanford Novick, this &day of February, 20 1 1. 

My commission expires 

(seal) 

i 

Notary Public, KY. State at Large 



- -  CASE NO. 201 1-00035 

WRIFIC ATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

- 
St&e Thompson, Vice Pfiesident - Finance 

z 

STATE OF KI2NTUCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, acknowledged and sworn to before me by 
Steve Thompson, this e d a y  of February, 201 1. 

My convnission expires / b ;  

m a  
Notary Public, KY. State at Large 

(seal) 



CASE NO. 201 1-00035 

VERIFICATION 

I v&e, state and affm that %he data request respmses filed wC+h this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

K 

u Jack D. Gaines, JDG Consulting 

STATE OF GEORGIA 

COUNTY OF: FULTON 

The foreguing was signed, achowf-edged a d  sworn- before m e  by 
Jack D. Gaines, this 23 day of February, 201 1. 

MY commission expires 10 // </J f o r 3  

. 
fl 

Notry Public, GA. State at Large 



CASE NO. 1201 1-00035 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

David Harnilton, Director of Member Services 

STATE OF mNTUCKY 

COUNTY OF: DAVIESS 

The foregoin was signed, acknowledged and sworn to before me by 3 David Hamilton, this Jay of February, 201 1. 

My cornmission expires Dd, 16, 2 u / &  

Notary Public, ICY. State at Large 

(seal) 
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CASE NO. 201 1-00035 

VERIFICATION 

I verify, state and affirm that the data request responses filed with this 
verification and for which I am listed as a witness are true and correct to the best of 
my knowledge, information and belief formed after a reasonable inquiry. 

Keith bllis, Vice President - Human Resources 

STATE OF WNTUCKY 

COUNTY OF: DAVIESS 

The foregoing was signed, acknowledged and sworn to before me by 
Keith Ellis, this ATday of February, 20 1 1. 

My comission expires 

Notary Public, ICY. State at Large 

(seal) 
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KENERGU COW. 
RESPONSE TO THE COMMISSION'S 

FIRST DATA REQUEST FOR INFORMATION 

2Qll U T E  APPLICATION 

ltem 1) Provide, in comparative form, a detailed income statement, a statement of cash flows, 

md a balance sheet for the test year and the 12-month period immediately preceding the test year. 

Response) Item 1 , pages 2 - 4, contain the above referenced information. 

Witness) Steve Thompson 

c 

ltem 1 
Page 1 of 4 
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Operating revenue 

KENERGY CORP. 
201 1 RATE APPLICATION 

STATEMENT OF OPERATIONS 
FOR THE TWELVE MONTHS ENDING JUNE 30 

Operating expenses: 
Cost of power 
Distri bution-operations 
Distribution-maintenance 
Consumer accounts 
Consumer service 
Sales 
Administrative and general 

Depreciation and amortization 
Taxes-other 
Interest on long term debt 
Interest charged to construction 
Other interest expense 
Other deductions 

Utility operating margins 
Nonoperating margins, interest 
Income from equity investments 
Nonoperating margins, other 
G & T capital credits 
Other capital credits 

Net Margins 

$ 389,978,989 

351 , 1 12,182 
4,658,759 
9,762,807 
3,170,054 

164,712 
69,773 

3,207,643 
372,145,930 

8,124,027 
373,801 

6,193,481 

338,843 
(44,474) 

69,128 
15,054,806 

2,778,253 
1,034,402 

’( 128,444) 
- 

18331 9 

$ 3.867.730 

2009 

$ 334,780,880 

301,515,696 
3,795,599 
7,921,058 
2,992,720 

237,825 
68,643 

2,687,793 
31 9,219,334 

7,848,833 I 

348,116 
6,134,719 

(54 , 0 57) , 
313,603 

, 

60,951 
14,652,165 

909,381 
61 8,488 

37,995 

136,800 

- 

- 

$ 1.702.664 

Item I 
Page 2 of 4 



Statements of Cash Flows 

For the years ended June 30, 2010 and 2009 
_ _  Kenergy Corp. 

201 0 2009 
Cash flows from operating activities: 

Net margin (loss) $ 3,867,730 $ 1,702,664 
Adjustments to reconcile net margin (loss) to net cash 

provided by operating activities 
Depreciation charged to operations 8,579,497 8,334,452 
Interest income added to cushion of credit balance (884,640) (643,185) 
Interest expense paid from prior note payments 
Noncash assigned capital credits (1 93,547) ( I  17,287) 
Decrease (increase) in accounts receivable (6,889,179) 6,097,836 
Decrease (increase) in other current assets ( I  ,606,898) (642,463) 
Increase (decrease) in accounts payable 6,938,542 (6,382,350) 
Increase (decrease) other current and accrued liabilities 127,495 350,856 
Other items, net 397,723 (301 ,I 07) 

4,247,704 

Net cash provided by operating activities 14,584,427 8,399,416 

Cash flows from investing activities: 
Capital expenditures, net (9,130,885) (1 3,876,251 ) 

Net cash used in investing activities (9,130,885) ( I  3,876,251) 

Cash flows from financing activities: 
Additional deposits, net of refunds 
Additional long-term debt 
Reduction of long-term debt 
Principle payments paid from prior note payments 
Patronage capital retired 
Decrease (increase) in FEMA receivable for ice storm restoration 
Increase (decrease) in notes payable for ice storm restoration 
Payment-Cushion of Credit 

1,217,520 445,797 
A 9,000,000 14,162,500 

(4,737,597) (4,564,438) 
2,248,389 

(74,927) (101,605) 
23,513,708 (27,774,257) 

~9.000.000~ 
(21 ,I 00,001) 21 ,I 00,001 

Net cash provided by financing activities 1,067,092 3,267,998 

Net increase (decrease) in cash and cash equivalents 6,520,634 (2,208,837) 

Cash and cash equivalents, beginning of year 1,698,032 3,906,869 

Cash and cash equivalents, end of year $ 8,218,666 $ 1,698,032 

Item 1 
Page 3 of 4 



KENERGY CORP. 
201 I RATE APPLICATION 

BALANCE SHEET 
JUNE 30 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

_ _ _  

Electric Plant: 
In service 
Under construction 

$ 236,117,207 $ 243,259,109 
964,749 

244,223,850 
65,610,393 

178,613,465 

1,673,712 
237,790,919 

Less accumulated depreciation 61,168,471 
176,622,448 

Investments 6,566,849 7,058,821 

Current Assets: 
Cash  and temporary investments 
Accounts receivable, net 
Materal and supplies 
Prepayments 
Other Current and Accrued Assets 

1,698,032 
48,363,830 

2,915,013 
844,302 

8,218,666 
31,739,301 
2,416,403 
1,002,280 
9,459,734 8,010,814 

61,831,991 52,836,384 
153,902 Other Assets 543,489 

Total Assets $ 246,056,749 $ 238,170,600 

MEMBERS' EQUITIES AND LIABILITIES 

Margins and Equities: 
Memberships 
Patronage capital 
Other equities 

$ 242,650 
52,585,474 

1,956,993 
54,785,117 

133,348,550 

3,369,915 

$ 243,785 
' 55,372,035 

3,860,235 
59.476.055 

Long Term Debt(due after one  year) 133,757,638 

Accumulated Operating Provisions 2,377,233 

Current Liabilities: 
Long term debt due  within one  year 
Notes payable 
Accounts payable 
Consumer deposits 
Accrued expenses 

4,915,136 

29,895,077 
3,984,537 
2,395,466 

41 ,19O,216 
1,369,458 

4,757,819 

22,956,535 
2,768,152 
2,425,290 

54,007,797 
554.370 

21,100,001 

Consumer Advances & Other Deferred credits 

Total Members' Equities and Liabilities !6 246.056.749 $ 238,170,600 

Item I 
Page 4 of 4 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR ~ F O ~ T ~ O N  

2011 RATE A1IPPEI[CATPBN 

tern 2) 

ireceding calendar years. Include the data used to calculate each return. 

Provide Kenergy’s rate of rehun on net investment rate base for the test year and 5 

tesponse) Item 2, page 2 of 2, contains the above referenced information. 

Nitness) Steve Thompson 

item 2 
Page 1 of 2 
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Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

Utility Plant in Service 
CWlP 
Total Utility Plant 
ADD: 
Materials and Supplies (13 month average) 
Prepayments (1 3 month average) 
Working Capital (1/8 of O&M) 
Subtotal 
DEDUCT: 
Accumulated Depreciation 
Customer Advances for Construction 
Subtotal 

Net Investment Rate Base 

Margins 
Interest Expense 
Subtotal 

Rate of Return on Net Investment Rate Base 
(Line 18 divided by line 14) 

KENERGY CORP. 
2011 RATE APPLICATION 

PSC INFORMATION REQUEST NO. I 
ITEM 2 

(b) (4 ( 4  (e) (9 (9) 
Test year 

June 30,2010 2009 2008 2007 2006 2005 

$243.259.1 09 $238.1 37,057 $232,156,963 $223,689,606 $21 4,717,300 $206,193,608 
$9641749 $1 14871267 $1,602,596 $1,097,194 $3,010,053 $2,909,571 

$244,223,858 $239,624,324 $233,759,559 $224,786,800 $21 7,727,353 $209,103,179 

$2,598,059 $2,576,344 $1,215,227 $1,084,025 $1,395,194 $1,665,501 
$621,239 $71 0,389 $595,994 $566,170 $537,309 $528,902 

$ 2,629,219. $2,36231 5 $2,481,292 $2,257,967 $2,387,795 $2,309,477 
$5,937,667 $5,534,853 $4,262,689 $3,879,301 $4,311,891 $4,596,217 

$65.61 0.393 $62,290,462 $59.21 9.789 $53,319,541 $48,193,715 $45,328,490 
$113691458 $1 ;410;129 $9881427 $741,250 $703,418 $683,014 

$66,979,851 $63,700,591 $60,208,216 $54,060,791 $48,897,133 $46,011,504 

$183,181,674 $181,458,586 $177,814,032 $174,605,310 $173,142,111 $167,687,892 

$3,867,730 $2,939,918 $785,131 $3,406,949 -$I ,594,436 $1,490,508 
$6,193,481 $6,114,726 $6,048,338 $5,776,153 $5,265,708 $4,198,637 

$10,061,211 $9,054,644 $6,833,469 $9,183,102 $3,671,272 $5,689,145 

5.49% 4.99% 3.84% 5.26% 2.12% 3.39% 

Item 2 
Page 2 of 2 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR ~ F ~ ~ T I O N  

2011 U T E  APPPEICATPON 

:tern 3) Provide Kenergy’s times interest earned ratio and debt service coverage ratio, as 

:alculated by the Rural Utilities Service (“RUS”), for the test year and the five preceding calendar 

rears. Include the data used to calculate each ratio. 

Response) Item 3, page 2 of 2, contains the above referenced information. 

Witness) Steve Thompson 

, 

Item 3 
Page 1 of 2 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

Margins 
Interest Expense 
Subtotal (line 1 + 2) 

Depreciation Expense (inc. clearing acct) 
Subtotal (line 3 + 5) 
Required Debt Service Payments 

Times Interest Earned Ratio 
(line 3/line2) 
Debt Service Coverage Ratio 
(line 6/line 7) 

KENERGY CORP. 
2011 RATE APPLICATION 

PSC INFORMATION REQUEST NO. 1 
ITEM 3 

(b) (4 (dl 
Test year 

June 30,2010 2009 2008 2007 2006 2005 

$3,867,730 $2,939,918 $785,131 $3,406,949 -$I ,594,436 $1,490,508 
$6,193,481 $6,114,726 $6,048,338 $5,776,153 $5,265,708 $4,198,637 

$10,061,211 $9,054,644 $6,833,469 $9,183,102 $3,671,272 $5,689,145 

$8,627,306 $8,473,628 $8,158,148 $7,788,573 $6,742,046 $6,380,704 
$18,688,517 $17,528,272 $14,991,617 $16,971,675 $10,413,318 $12,069,849 
$1 0,906,465 $1 1,082,908 $1 1,015,176 $1 0,489,984 $9,488,994 $8,124,886 

1.62 1.48 1 .I3 1.59 0.70 1.35 

1.71 1.58 1.36 1.62 1.10 1.49 

Item 3 
Page 2 of 2 
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KENERGU COW. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR INFO 

2011 RATE APPLICATION 

Item 4) Provide Kentucky’s Electric Cooperatives Operating Expense and Statistical 

Coinparisons for the most recent two years available. 

Response) 

Witness) 

Item 4, pages 2-5 of 5, contain the above referenced information for 2009 and 2008. 

Steve Thompson 

Item 4 
Page 1 of 5 
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KENERGY CO 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR INFORMATION 

2011 IRATE APPLICATION 

Item 5) Provide Kenergy’s capital structure at the end of each of the periods shown in Format 5. 

Response) Item 5, pages 2-3 of 3, contain the above referenced information. 

Witness) Steve Thompson 

, 

Item 5 
Page 1 of 3 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Item 6a) List all outstanding issues of long-term debt as of the end of the latest calendar year and 

the end of the test period together with the related information as shown in Format 6a. A separate 

schedule is to be provided for each time period. Report in Column (k) of Format 6a, Schedule 2, the 

actual dollar amount of debt cost for the test year. Compute the actual and annualized composite debt 

cost rates and report them in Column (i) of Format 6a, Schedule 2. 

Item 6b) 

average and end-of-period cost rates as shown in Format 6b. 

Provide an analysis of end-of-year period, short-term debt and a calculation of the 

Response 6a and 6b) Item 6, pages 2-5 of 5,  contain the above referenced information. There is no 

short-term debt at year-end other than current maturities of long-term debt. 

Witness) Steve Thompson 

Item 6 
Page 1 of 5 



' O P O B 0 0 0 0 0 0 B  .= .= 'i .= .= .i .= .= 'i 'i 

m m m m m m m m m m m  

0 0 0 0 0 0 0 0 0 0 0  
u u u u u u u u u u u  w w w w m w w w l u m w  
u u u u u u u u u u u  

3 3 3 3 3 3 3 3 3 3 3  
Z Z Z Z Z Z Z I Z Z Z  
L - C L L C L L L C C  

.x .Y .x .x .x .x .E .Y .E .E .E 

- m m ~ b r - ~ t w ~ m m m m ~ ~ m m m ~ ~ ~ ~ w w w w w ~  Y ~ - F Y - . -  r-r-bb 
000000000000000000000000000000 000000 0000 
N N N N N N N N N N N N N N N m m N N m C Q W C Q C 9 V I C 9 f Q m C 9 C Q  W W - W - e  m m m m  
N N N N N N N N N N N N N N N N N N N N N N N N N N N N N N  N N N N N N  N N N N  

Item 6 
Page 2 of 5 



I 1  . , I t  I f  

S Z S S  ~ ? % ~ % % % a Z z z S ? z % ~ s  
( U O O O  00000000000000000 S N N N  N N N N N N N N N N N N N N N N N  

C .- 

L s 
C 
0 
0 
3 
73 

.- 
L 

E 
-8 
(9 
m 

m 
al 
U 3 

0 i 
- 
.- 

3 r N m b  o w w w w  

Item 6 
Page 3 of 5 



II 

.- 0 .a 0 F b 0 
L L ‘if: ’if: ‘if: .E 
3 3 3 3 3 3  
m m m m m m  

0 0 0 0 0 0  

c c c c c c  

z z z z z z  
c c c c c c  

FbabF 
3 3 3 3 3  
HIZII 

.E ‘if: ‘E ‘E ‘E 

m m m m m  

0 0 0 0 0  - 1 c c -  

Item 6 
Page 4 of 5 



I 

I 1  - 

II N N N  = r r  

116916916969 69 69 69 e3 69 69 fff e3 69 e3 e3 69 69 e3 69 69 69 69 69 69 6969 I I  I I  

-1 m 

Item 6 
Page 5 of 5 



_ _ - _  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

“ 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

3? 
I 

KENERGY COW. 
RESPONSE TO THE COMMISSIQN’S 

FIRST DATA REQUEST FOR ~ ~ Q ~ A T I O N  

2011 RATE APPLICATION 

[tern 7) Provide a trial balance as of the last day of the test year showing account number, 

subaccount number, account title, subaccount title, and amount. The trial balance shall include all 

asset, liability, capital, income, and expense accounts used by Kenergy. All income statement 

accounts should show activity for 12 months. Show the balance in each control account and all 

underlying subaccounts per company books. 

Response) Please see Exhibit 11 of the application. 

Witness) Steve Thompson 

Item 7 
Page 1 of 1 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

:tern 8) Provide a schedule, as shown in Format 8, comparing the balances for each balance 

;beet account or subaccount included in Kenergy’s chart of accounts for each month of the test year, to 

he same month of the 12-month period immediately preceding the test year. 

1 

Response) Item 8, pages 2-40 of 40, contain the above referenced information. 

Witness) Steve Thompson 
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WENERGY COW. 
RESPQNSE TQ THE CQMMISSIQN’S 

FIRST DATA REQUEST FOR ~ F ~ ~ A T I Q N  

2011 RATE MPEICATION 

[tern 9) Provide a schedule, as shown in Format 8, comparing each income statement account or 

mbaccount included in Kenergy’s chart of accounts for each month of the test year, to the same month 

If the 12-month period immediately preceding the test year. The amounts should reflect the income or 

:xpense activity of each month, rather than the cumulative balances as of the end of the particular 

month. 

Response) 

Witness) 

Item 9, pages 2-27 of 27, contain the above referenced information. 

Steve Thompson 
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KENERGU COW. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR INFORMATION 

2011 RATE AIPPEICATION 

[tern 10) Provide the following information for each item of electric property or plant held for 

hture use at the end of the test year: 

a. Description of Property 

b. Location 

C. Date Purchased 

d. cost 

e. 

f. 

g. 

Estimated Date to be Placed in Service 

Brief Description of Intended Use 

Current Status of Each Project 

, 

Response a - g) There is no electric property or plant held for hture use at the end of the test 

year. 
2 

Witness) Steve Thompson 
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KENERGY COW. 
RESPONSE TO T E COMMISSION’S 

FIRST DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

Item 11) 

recorded for the test period. Include a description of the property, the date purchased, and the cost. 

List all non-utility property, related property taxes, and the accounts where amounts are 

Response) Item 1 1 , page 2 of 2, contains the above referenced information. 

Witness) Steve Thompson 
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KENERGY CORP. 
201 1 RATE APPLICATION 
NON-UTILITY PROPERTY 

- -~ 

6/30/2010 ACCUMULATED RE LATE D EXPENSE 
ACCOUNT DESCRIPTION COST DEPRECIATION PROPERTY TAXES ACCOUNT 

121 .OOO Surge Protectors $49,205.02 $ (34,029.20) $ 69.88 416.600 

121.100 Home Security CPU's $ 2,847.32 $ (2,847.32) $ 1.87 417.105 

121.200 Lifegard Units $ 3,617.30 $ (3,617.30) $ 417.105 - 
121.300 Point-to-Point Fiber Service Assets $ 8,962.33 $ (4,795.41) $ - 417.106 

121.400 Wireless Internet Service Assets $49,973.20 $ (49,825.79) $ 91.61 417.107 

, 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA QUEST FOR INFORMATION 

2011 RATE APPLICATION 

[tern 12) Provide all studies, including all applicable worlpapers, that are the basis of 

urisdictional plant allocations and expense account allocations. 

Response) 

Witness) 

There were no jurisdictional plant and expense allocations made. 

Steve Thompson 

I 
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NERGU COW. 
RESPONSE TO THE COMMISSION’S 
ST DATA REQUEST FOR ~ F Q ~ T I O N  

2011 RATE APPLICATION 

[tern 13) 

most recent general rate case. 

Provide Kenergy’s current bylaws. Indicate any changes to the bylaws since Kenergy’s 

Response) 

times. See Item 13, pages 2 - 25 for the above information. 

Since the most recent Case No. 2008-00323, the bylaws have been amended several 

Witness) Sanford Novick 

, 
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June 10,2008 

Kenergy Bylaw Amendments 
June 2008 - May 2009 

Article I ,  Section 3 was amended with the additional language in bold print. 

Article I ,  Section 3. Purchase of Electric Energy. Each member shall, as soon as electric energy shall be 
available, purchase from the corporation all electric energy used on the premises specified in this 
application for member, and shall pay therefor monthly a t  rates which shall from time to time be fixed 
by the Board of Directors; provided however, that the Board of Directors may limit the amount of 
electric energy which the Corporation shall be required to furnish to any one member and a member 
may purchase less than all electric energy used on the premises if permitted by applicable tariff. 

Article I I ,  Section 4. Notice of Members‘ Meetings. Removed Kentucky Living Magazine as a means of 
publication of notice of an annual or special meeting of the members. 

Article I I ,  Section 6. Quorum. Changed the number of members constituting a quorum from 200 to 50. 

Article 111, Section 7. Removal of a Director by Members. Amended to require a petition signed by a t  
least ten percent (10%) of the members eligible to vote in the director’s district rather than ten (10%) of 
the total membership. Removed language stating the charge shall be considered by members a t  the 
next annual meeting or a t  a specially called meeting. 

Article VII, Section 1. Evidence of Membership. A certificate of membership shall not be issued. 

Section 2. Membership Fees. No membership shall be permitte,d (the word issued was replaced with 
the word permitted) for less than the membership fee fixed in these bylaws, nor until such membership 
fee has been fully paid. 

Article VIII, Section I .  Heading amended from “Interest on Dividends on Capital Prohibited” to  “Interest 
or Dividends on Capital Prohibited”. 

Article VIII, Section 2. Added language stating the capital credited to the account of each patron shall be 
assignable only with approval of the board of directors. 

The last paragraph in Article VIII, Section 2, was moved to become Article I, Section 9 and reads as 
follows: The members of the Corporation, by dealing with the Corporation, acknowledge that the terms 
and provisions of the Articles of Consolidation and bylaws shall constitute and be a contract between 
the Corporation and each member, and both the Corporation and the members are bound by such 
contract, as fully as though each member had individually signed a separate instrument containing such 
terms a’nd provisions. 

Item 13 
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Article XVI. Amended to state that bylaws may be altered, amended, or  repealed a t  any regular or 
special meeting by the affirmative vote of not less than two-thirds (2/3) of all the directors eligible t o  
vote rather than two-thirds (2/3) of all the  directors. 

XVII. Rules of Order. Replaced Robert’s Rules of Order with The Standard Code of Parliamentary 
Procedure, also known as Sturgis Rules of Order. 

Julv 8,2008 

Article V, Section 2. Election and Term of Office. Amended to clarify that the limitation on terms shall 
not apply t o  the  office of Assistant Secretary. 

Mav 12,2009 

Article ill, Section 6. Vacancies. New language states that  directors appointed by the board t o  fill an 
unexpired director’s term would serve for the remainder of the  unexpired term of the vacancy being 
filled. Previous language stated that the director would serve until the  next annual meeting of t he  
members or  until their successors shall have been elected and shall have qualified. 

Article VIII, new paragraph added as Section 4 t o  read as follows: 

Section 4. Recovery of Delinquent Amounts Owed: Upon retiring capital credits allocated to a patron or  
former patron, t he  corporation may recoup, offset, or set off any delinquent amount owed to t h e  
Corporation by t h e  patron or former patron, including any compounded interest and late payment fee, 
by reducing t h e  amount of retired capital credits paid t o  the patron or  former patron by the  amount 
owed. 

_ _  

J 
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BYLAWSOF 

KENERGY COW. 

6402 OLD CORYDON ROAD HENDERSON, KENTUCKY 42420 

%e purpose of KENERGY COW. (Lereinafter "Corporation") is to make electric 

edergy available to its members at the lowest cost consistent with sound economy and good management 

and to provide other services to its members as permitted by law. 

ARTICLE I 

Members 

Section 1. Qualifications. Any person, corporation or legal entity automatically 

becomes a member of the Corporation by making a written application for membership, paying the 

membership fee hereinafter specified and receiving electric service from the Corporation. Membership in 

the Corporation automatically terminates at such time as service is discontinued 

A husband and wife may jointly become a member by making an application for 

joint membership. 

Section 2. Membership Fee. The memb6rship fee in the Corporation shall be Five 

Dollars ($5.00). 
Section 3. Purchase of Electric Energy. Each member shall, as soon as electric 

energy shall be available, purchase from the corporation all electric energy used on the premises specified 

in his application for membership, and shall pay therefor monthly a t  rates which shall from time to time be 
fixed by the Board of directors; provided however, that the Board of Directors may limit the amount of 

electric energy which the Corporation shall be required to furnish to any one member and a member may 

purchAse less than all electric energy used on the premises if permitted by applicable tariff. It is expressly 

understood that amounts paid for electric energy in excess of the cost of service are furnished by members 

as capital and each member shall be credited with the capital so furnished as provided in these bylaws. 

Each member shall pay to the Corporation such minimum amount per month regardless of the amount of 

electric energy consumed, as shall be fixed by the Board of Directors from time to time. Each member 

shall also pay all amounts owed to the Corporation as and when the same shall become due and payable. 

Item 13 
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Section 4. Non+liability for Debts of Corporation. The private property of the 

members of the Corporation shall be exempt from execution for the debts of the Corporation and no 

member shall be individually liable or responsible for any debts or liabilities of the Corporation solely by 

reason of being a member. 

Section 5. Expulsion of Members. The Board of Directors of the Corporation may, 

by the affirmative vote of not less than two-thirds (2/3) of the members thereof, expel any niember who 

sLall have violated or refused to comply with any of the provisions of the Articles of Consolidation of the 

Corporation or these Lylaws or any rules or regulations adopted from time to time by the Board of 

Directors. Any member so expelled may be reinstated as a member by the vote of the Board of Directors 

or by a vote of the members at any annual or special meeting of the members. The action of the members 

with respect to any such reinstatement shall be final. 

Section 6. Withdrawal from Membership. Any member of the Corporation may 

withdraw from membership upon payment in full of all of the debts and liabilities to the Corporation and 

upon compliance with and performance of sucl terms and conditions as the Board of Directors may 

prescribe. 

Section 7. Transfer and Termination of Membership. Membership in the 

Corporation and a certificate representing the same shall not be transferable, except as hereinafter 

otherwise provided, and upon the death, cessation of existence, ekpulsion, or withdrawal of a member the 

membership of such member shall thereupon terminate. Termination of membership in any manner shall 

not release the member from the debts or liabilities of such member to the Corporation. 

A membership may be transferred by a sole member jointly to himself or herself 

and his or her spouse, as the case may be, upon the written request of such member and compliance by 

such husband and wife jointly with the provisions hereof. Sucl transfer shall create a joint membership 

and shall be recorded on the books of the Corporation. 

When a membership is held jointly by a husland and wife, upon the death of 

either such membership shall be deemed to Le held solely by the survivor with the same effect as though 

such membership had been originally issued solely to l i m  or her, as the case may be, and the joint 

membership certificate may be surrendered by the survivor and upon the recording of such death on the 

books of the Corporation the certificate may be reissued to and in the name of such survivor; provided, 
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however, that the estate of the deceased shall not be released from any membership debts or liabilities to 

the Corporation. 

Section 8. Member Resource Committee, Commercial Resource Committee and 

Industrid Resource Committee. 

(a) It shall be the duty of the board of directors to appoint a Member Resource 

Committee for each district, each committee to be composed of at least five (5) and a maximum of ten (10) 
members residing in the district. The appointment of a husband and wife who have a joint membership 

shall constitute the appointment of one member to the committee and the husband and wife shall Lave 

only onevote on all committee matters. 

(b) It also shall be the duty of the board of directors to appoint a Commercial 

Resource Committee composed of one representative from each of the commercial and small industrial 

members that are: (1) not eligible to have a representative serve on the Industrial Resource Committee 

and (2) in the top 100 revenue accounts during the 12 months prior to having a representative serve on the 

committee. The Commercial Resource Committee may include representatives of up  to 30 commercial 

and small industrial members. 

(c) It also shall be the duty of the board of directors to appoint an Industrial 

Resource Committee composed of m e  (1) representative from each large industrial member. A large 

industrial member shall have contract demand of at least 1000 I&. 
(d) No officer or member of the board of directors shall be appointed a member of 

the above three (3) committees. The purpose of these committees shall be to foster good relations between 

the Corporation and its members. The Member Resource Committee and the Industrial Resource 

Committee also shall be responsible for nominating directors as provided in Article 111, Section 3 of these 

bqlaws. The board of directors shall adopt guidelines which shall include nomination procedure for the 

two (2) committees responsible for nominating directors, duration of appointments and method of voting. 

Section 9. Contractually Bound. The members of the Corporation, by 

dealing with the Corporation, acknowledge that the terms and provisions of the Articles of 

Consolidation and bqlaws shall constitute and be a contract between the Corporation and each 

member, and both tLe Corporation and the members are bound bq such contract, as fully as 

though ea& member had individually signed a separate instrument containing such terms and 

provisions. 
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ARTICLEII 
MeetinRs of Members 

Section 1. Annual Meetus.  The annual meeting of the members shall be held on 

such date in each year as annually fixed by the board of directors. The annnal meeting shall be held at 

such place in a county served by the Corporation as the board may designate. 

Section 2. Special Meetings. Special meetings of the members may be called by 

the &airman, by at least five (5) directors or upon a Mitten request signed by at least ten percent (10%) of 
all of the members, and it shall thereupon be the duty of the secretary to cause notice of sucL meeting to 

be given as hereinafter provided. Special meetings of the members may be held at any place within the 

counties served by the Corporation as specified by the board of directors in the notice of the special 

meeting. 

Section 3. Presi- Officer. The chairman, or a person designated by the 

chairman, shall act as chairman and preside at each annual or special meeting of the memlers. 

Section 4. Notice of Members' Meetings Notice of an annual or special meeting 

of the members shall be given by mail or by publication in at least one issue of all newspapers of general 

circulation in the Corporation's service area. The notice shall be mailed or published at least five (5) dags 

and not more than thirty (30) days before the date fixed for the meeting. The notice shall state the place, 

date and hour of the meeting and, in case of a special meetin& the purpose or purposes for which the 

meeting is called. In the case of a joint membership, notice given to either husband or wife shall be 

deemed notice to both members. 

Section 5. Failure to Receive Notice. The failure of any member to receive any 

such notice of an annual meeting or special meeting of the members shall not invalidate m y  action whicL 

may be taken by the members at any sucL annual or special meeting. 

Section 6. Quorum. At least fifty (50) of the members present in person shall 

constitute a quorum for the transaction of business at all meetings of members. In case of a joint 

memberskp, the presence at a meeting of either husband or wife, or both, shall be regarded as tle 

presence of one member. If less tLan a quorum is present at any meeting, a majority of those present may 

adjourn the meeting without further notice. 

Section 7. Votw. 
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(a) Each member shall be entitled to one (1) vote and no more on each matter 

submitted to avote of the members. A joint membership shall be entitled to one (1)vote; if a husband and a 

wife do not Lave a joint membership, the nonmember spouse may not vote for the member spouse. The 

election of directors shall be by mail ballot as provided in Article III, Section 4 of these bylaws. All other 

matters shall be voted on at a meeting of the members or by mail ballot as determined bg the board of 

directors, unless these bylaws specify the manner of voting. If a matter is voted on at a meeting, the 

yuestion shall be decided by a majority of the members present. Proxy voting shall not Le permitted. 

(b) Only members whose membership results from electric energy being 

furnished in a particular district may vote for a director to be elected from that district ("district director"). 

If the member is furnished electric energy by the Corporation in more than one district, then the member 

shall be eligible to vote in the district of largest consumption during the 12 month period immediately 

preceding the election; provided that such member shall be permitted to vote in the district of the 

member's primary residence upon written reyuest. Only large industrial members (contract demand of at 

least 1000 kw) may vote for an industrial director. Large industrial members shall not be permitted tovote 

for a district director. TLe vote of a large industrial member shall be cast by the highest ranking local 

official of that m e d e r  or L i s  designee. 

Section 8. Member Placing Proposal on Agenda. Any legitimate proposal, as 

determined by the board, may be placed on the agenda of the a'lnual meeting Ly any member filing the 

proposal with the secretary not less than 120 days prior to the meeting. If the proposal reyuires a vote of 

the members, the board of directors shall decide whether it shall be voted on by the members at the 

annual meeting or shall be voted on by mail ballot. 

Section 9. Order of Business TLe order of business at the annual meeting of the 

members, and so far as possible at all other meetings of the members, shall be essentially as follows: 

1. The chairman, or designee, shall ascertain the presence of a yuorum 

2. Reading of the notice of the meeting and proof of the due publication or mailing thereof, or the 

waiver of notice of the meeting, as the case may be 

3. Reading of unapproved minutes of previous meetings of the members and the taking of 

necessary action thereon or the waiver of such reading 

4. Presentation and consideration of, and acting upon, reports of officers, directors, and committees 

Item 13 
Page 8 of 25 



-- 

5. Report on election of directors and results of any other voting by mail ballot or by members 

present andvoting at the meeting 

6. Unfinished business 

’7. New business 

8. Adjournment 

ARTICLEIII 
Directors 

Section 1. General Powers. The business and affairs of the Corporation shall be 

managed by a board of directors which shaII exercise all of the powers of the Corporation except such as 

are by law or the Articles of Consolidation or by the bylaws conferred upon or reserved to the members. 

Section 2. Qualifications, Election and Term of Office. 
(a) Each director elected from a district must be a member of the Corporation and 

a resident of the district from which he or she is elected, and must remain a resident of such district during 

the term of office. FA& director elected as an industrial director shall be a resident of a county, all or a 

portion of which is located within the territory served by the Corporation. The industrial director shall be 

a member or the employee of a member that has contract demand of at least 1000 kw. These reyuirements 

shall continue to applg during a director‘s term in office. 

W h e n  a membPrship is held jointly by ’a husband and wife, either one, but not 

both, may be elected director. A former employee of the Corporation shall not be eligible to become a 

director until emplogment has been terminated for five (5) consecutive years. A director must have legal 

capacity to enter into a binding contract. 

No employee of the Corporation shall be a director during the term of such 

employment. No member of the immediate family of an  employee of the Corporation shall serve as a 

director of the Corporation during the term of sucL employment. For purposes of this reyuirement, the 

“immediate family” of an employee is defined as (i) parent, child, spouse, sibling, step-parent, stepcchild, 

mother-in-law, father-inclaw, son or daughter-in-law, aunt, uncle, grand-parent, or grandchild, niece, 

nephew, and (ii)any person who is living in the same household as the employee. 

(b) The Corporation shall have eleven (11) members of the board of directors. Ten 

(10) of the directors shall be elected from districts which shall be determined by the board of directors and 

each one shall be referred to as a “district director.” One director shall be elected by large industrial 
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members having contract demand of at least 1000 kw and shall be referred to as “industrial director.” The 

right to increase or decrease the number of directors and to cLange the number or boundaries of districts 

shall at all times be reserved in the board. 

(c) Beginning with the annual meeting of the members of the Corporation in the 

year 2002 district directors from Districts 2,7 and 10 shall be elected for one year, district directors from 

Districts 1,3 and 5 shall be elected for two (2) years and district directors from Districts 4,6,8 and 9 shall 

be elected for three (3) years. As terms expire the successor district directors shall be elected for thee (3) 
year terms. 

(d) Beginning with the annual meeting of the members of t le Corporation in the 

year 2002 there shall be elected one industrial director for a term of three (3) years. As a term expires a 

successor industrial director shall be elected for a three (3) year  term. 

(e) All directors, except those elected to fill an unexpired term caused by 

vacancy, shall be elected by members of the Corporation as set forth in Article 11, Section ?(b). Directors 

shall be elected Ly mail ballot as hereinafter provided 

(f) Retiring directors may, at the discretion of the board, serve as director emeritus. 

A director emeritus may participate in board meetings, but shall have no voting privilege. 

Section 3. Nominations; Credentials and Election Committee. 

(a) The Member Resource Committees ’and the Industrial Resource Committee 

each shall appoint a nominating committee of at Ieast thee members wLicL shall prepare and post at the 

principal office of the Corporation not less than 120 days before the annual meeting a list of nominations 

for directors. 

(b) Also, any fifteen (15) or more members may make other nominations of eligible 

persons for district director and any five (5) or more large industrial members may make other 

nominations of eligible persons for industrial director. SucL nominations shall be by signed written 

petition and shall be submitted to the Corporation not less than 110 days prior to the annual meeting. The 

Secretan, shall post the names of persons nominated by petition at the same place where the list of 

nominations made by the nominating committees is posted. Only members e1;ligible to vote in a district are 

authorized to sign a petition nominating a member from that district, and only those eligible to vote in an 

industrial director election are authorized to sign a petition nominating a person for industrial director. 

Directors shall be elected only from nominations by committee or by petition as above set out. 
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(c) If any election for director is contested, the board of directors shall fortlwith 

appoint a Credentials and Election Committee consisting of three (3) m e d e r s  who shall be responsille 

for verifying the signatures on the petition, validating the election results and performing such other acts 

as may Le determined Ly the board of directors. Members of this committee shall not come from a district 

in which an election is being held, or from a large industrial member if an industrial director is being 

elected, and no member of the board of directors shall be appointed to this committee. Persons nominated 

by petition shall Le notified promptly regarding the validity of the petition. Each nominee for a vacancy 

that is contested slall Le entitled to appoint one (1) member who is neitler on the committee nor a Loard 

member to serve as an observer of the acts of the committee in counting tLe votes and validating the 

election results. 

Section 4. Election of Directors. 

(a) Ballot. Ballots shall Le in the form approved by the board of directors and 

shall be marked “Official Ballot.” A separate ballot shall Le prepared Ly the Corporation for each district 

director election and for the industrial director election only if the election is being contested. TLe order 

of appearance of tLe candidates‘ names shall Le determined by a &awing. The ballot shall be prepared so 

that it clearly indicates the district from which a director is being elected witL the list of candidates 

appearing under each such district. The ballot shall note that the member slould mark same for only one 

(1) candidate in each district. Write-in voting shall not be permitted 

The ballot &all not Le prepared in sucL a manner to make it possible to 

determine the identity of the member voting it. TLe ballot sLall state that in order for it to Le valid and 

counted, it must be received at tLe principal office of the Corporation, or any sewice center, by mail or 

personal delivery, prior to 430 PM three (3) business days preceding the annual meeting of tle members. 

(b) Candidate’s Resume and Picture. At least 105 days prior to the annual 

meeting each candidate in a contested election may furnish to the Corporation a resume of background 

and qualifications and a recent picture of the candidate. These (or an editedversion) shall Le furnished to 

the members along with the ballots. 

(c) Eligibility for Voting; Mailing of Ballots to Members. All members in good 

standing 30 days prior to the annual meeting shall Le eligible to vote. Ballots sLdl Le mailed to each 

member eligible to vote not more than 30 nor less than 20 days prior to the date set for the annual 

meeting. Upon presentation Ly a member of an affidavit certifying that said member did not receive a 
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ballot by mail, a duplicate ballot shall be provided to the member; the affidavit shall be presented in 

person by  the mclvber at the corporation's head-quarters or at any service center. 

(d) Voting and Returning of Ballots. To be valid and counted ballots must be 

received at the principal office of the Corporation, or any service center, by mail or personal delivery, 

prior to 4.30 P.M. three (3) business days preceding the annual meeting date. The Corporation shall keep 

all ballots received in a secure place. 

(e) Counting Ballots. The Credentials and Election Committee shall meet at 9;OO 

o'clock A;M. two (2) Lusiness days prior to the date set for tLe annual meeting for the purpose of counting 

the ballots. As the ballots are counted, the validity of each ballot shall be determined Any member of 

the Committee may challenge a ballot and a ballot may be disqualified by a majority vote of the 

Committee. 

The following shall not be counted: 

(1) Unmarked ballots 

(2) Ballots marked for more than one (1) candidate for any one (1)vacanq 

(3) Ballots other than the official ballot mailed 

(4) Ballots arriving late 

The following may be counted: 

(1) Ballots on which the mark is not in the place provided, but the intention of the voter is 

shown 

(2) Ballots on which there is an erasure or change of intention shown, but it does not 

appear that the ballot has been tamperedwith and the intention of thevoter is shown 

(f) Certification of Results; Commencement of Term. The Credentials and 

Election Committee shall by the signature of a majority of its members certify the n u d e r  of votes 

received by each candidate in a contested election. The candidate for director in each district and the 

candidate for industrial director receiving the Lighest number of votes as certified by the Committee shall 

be the person elected. If the highest number of votes are received by more than one (3) candidate, the 

Committee shall, at a meeting at a time and place to be fixed by them, at which due notice shall Lave 

been given to the candidates tying with the highest number of votes, cause the candidates or their 

representatives, or in the absence of a candidate or a representative, the cLairman of the Committee to 

draw for the office, and the person drawing the slip marked "elected shall Le the person so elected 
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Candidates in uncontested elections shall automatically Le deemed elected. "Le results of the elections, 

Loth contested and uncontested, shall Le reported to the members by the chairman of the Committee at 

the annual meeting; provided that if a Credentials and Election Committee has not been appointed 

because of lack of a contested election, the results shall be announced by the board chairman or his 

designee. Successful candidates shall take office at the next regular montLly nieeting of the Loard of 

directors. 

Section 5. Removal of Directors for Absence. Any board member who is absent 

from three (3) consecutive regular meetings of the board, unless excused by the affirmative vote of a 

majority of tLe other board members, shall be deemed to Lave vacated his or her office. After declaring 

the vacancy to exist, the remaining board members shall proceed to fill the vacancy. 

Section 6. Vacancies. Vacancies occurring in the Loard of directors may Le filled 

by a majority vote of the remaining directors and a director thus elected shall senre for the remainder of 

the unexpired term of the vacancy being filled. A member elected as district director to fill a vacancy 

must reside in the same district as the director whose office is being succeeded. 

Section 7. Removal of a Director by Members. A n y  member may bring clarges 

for cause against a director by filing them in writing with the secretanj, together with a petition signed by 

at least ten percent (10%) of the members eligible tovote in tLe director's district, requesting the removal 

of such director by reason thereof. If the director is the industriaydirector the petition shall Le signed by a 

majority of the large industrial members. "Le charge shall be considered by the members at the next 

annual meeting or at a specially called meeting. "Le director against whom such charges have been 

Lrought shall be informed in writing of the charges previous to the meeting and shall have an opportunity 

at the meeting to Le heard in person or by counsel and to present evidence; and the person or persons 

bringing the charges shall Lave the same opportunity. 

By a majority vote of the members present at the meeting wLen the clarges are 

considered, the yuestion of sucl  removal shall Le submitted to the members within ninety (90) days 

following said meeting by mailing a ballot to each member setting forth the yuestion of such removal so 

that it may Le answered "Yes" or "No," and the ballots shall be reyuired to be returned within fifteen (15) 
days after they are mailed. The ballots shall Le counted by three (3) impartial members appointed by the 

Loard for this purpose. 

I 
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If the yuestion of removal is voted in the affirmative, the vacancy shall be filled in 

accordance with Article III, Section 6 of these bylaws. 

Section 8. Fees and Expenses. By resolution of the board of directors a fixed sum 

and expenses of attendance, if any, may be allowed for attendance at each meeting authorized by the 

board of directors. Except in emergencies, no director shall receive compensation for serving the 

Corporation in any other capacity. 

Section 9. Rules and Regulations. The board of directors shall have power to 

make and adopt such rules and regulations, not inconsistent with law, the Articles of Consolidation of the 

Corporation, or these bylaws, as it may deem advisable for the management, administration, and 

regulations of the business and affairs of the Corporation. 

Section 10. Accounting System and Reports. The board of directors shall cause to 

be estallished and maintained a complete accounting system, which, among other things, shall be subject 

to applicable laws and rules and regulations of any regulatoq body. The board shall also after the close of 

each audit or fiscal year cause to be made by a certified public accountant a full and complete audit of 

the accounts, books, and financial condition of the Corporation as of tle end of such fiscal year, 

ARTICLETV 
MeetinAs of Directors 

Section 1. Regular meetings. A regular iheeting of the board of directors shall be 

held monthly at such time and place as the board of directors may provide by resolution. Such regular 

monthly meetings may be held without notice other than su& resolution fixing the time and place 

thereof. 

Section 2. Special Meetas. Special meetings of the board of directors may be 

called by the Chairman or any three (3) directors. TLe person or persons authorized to call special 

meetings of the board of directors may fix the time and place for the holding of any special meeting of the 

board of directors called by them. Special meetings of the board of directors may be held at any place 

within the counties served by the Corporation as specified by the board of directors in the notice of the 

special meeting. 

Section 3. M e e t a s  by Telephone or Similar Communica-tions. Any or all 

directors may participate in any regular or special meeting by, or conduct the meeting though the use of, 

any means of communication by which all directors participating may simultaneouslg hear eacL other 
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during this meeting. A director participating in a meeting by this means shall be deemed to be present in 

person at  the meeting. 

Section 4. Notice. Notice of the time, place and purpose of any special meeting of 

the board shall be given at least two (2) days previous thereto, by written notice, delivered personally, 

mailed, or sent by facsimile, or other electronic means to each director at his or her known address. If 
mailed, such notice shall be deemed to be delivered when deposited in the United States mail so 

addressed, with postage thereon prepaid. The attendance of a director at any meeting shall constitute a 

waiver of notice of such meeting, except in case a director shall attend a meeting for the express purpose of 

objecting to the transaction of any business because the meeting shall not have been lawfully called or 

convened. 

Section 5. Quorum. Amajority of the board of directors shall constitute a yuorum 

for the transaction of business at any meeting of the board of directors, provided that if less than a majority 

of the directors is present at said meeting, a majority of the directors present may adjourn the meeting 

from time to time without further notice. 

Section 6. Manner of Acting. TLe act of the majority of the directors present and 

voting at  a meeting at which a yuorum is present shall be the act of the board of directors. 

ARTICLEV 
off- icers 

Section 1. Number. The officers of the Corporation shall be a Chairman, Vice 

Chairman, Treasurer, Secretary, and Assistant Secretmi and such other officers as may be determined by 

the board of directors from time to time. TLe Assistant Secretary is not reyuired to Le a member of the 

board of directors. TLe offices of Secretary and of Treasurer may be held by the same person. 

Section 2. Election and Term of Office. TLe officers shall be elected, by Lallot, 

annually by and from the board of directors at the first meeting of the board of directors held after each 

annual meeting of the members. If the election of officers shall not be held at such meeting, such election 

shall be held a s  soon thereafter as conveniently may be. Each officer shall hold office until the first 

meeting of the board of directors following the next succeeding annual meeting of the members, or until a 

successor shall have been duly elected and shall have qualified, suLject to the provisions of these bylaws 

with respect to the removal of officers. 

Item 13 
Page 15 of 25 



A person shall not be eligible to hold the same office after tLree (3) consecutive 

one year terms; however, the eligibility shall be restored following one year's absence from said office. 'Lis 

limitation on terms shall not apply to the office of Assistant Secretan.. 

Section 3. Removal. A n y  officer or agent elected or appointed by the board of 

directors may be removed by the board of directors whenever in its juclgment the best interests of the 

Corporation will be served thereby. 

Section 4. Vacancies. Except as otherwise provided in these Lylaws, a vacancy in 

any office may be filled by the board of directors for the unexpired portion of the term. 

Section 5. Chairman. "Le Chairman shall: 

(a)Preside at all meetings of the members and of the board of directors. 

(b) Sign, with the Secretan., documents which shall have been authorized by 

resolution of the board of directors, and may sign any deeds, mortgages, de& of trust, notes, bonds, 

contracts, or otLer instruments authorized by the board of directors or by these bylaws, or shall be reyuired 

by law to be otlerwise signed or executed; and 

(c) In general perform all duties incident to the office of cLairman and such other 

duties as may be prescribed by the board of directors from time to time. 

Section 6. Vice Chairman. In the absence of the Chairman, or in tLe event of his 

inability or refusal to act, tLe Vice Chairman shall perform tlie duties of the Chairman, and when so 

acting, shall have all the powers of and be subject to all the restrictions upon the CLairman and shall 

perform such other duties as from time to time may be assigned by the board of directors. 

Section 7. Seaetary. TLe Secretary shall perform or cause to be performed the 

following: 

(a) Keep the minutes of the members and the board of directors in one or more 

books provided for that purpose; 

(b) Assure that all notices are duly given in accordance with these bylaws or as 

required by law; 

(c) Be custodian of the corporate records and of the seal of the Corporation; 

(d) Have general charge of the books of the Corporation in wLicL a record of tLe 

members is kept; 
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(e) Keep on file at all times a complete copy of the Corporation bylaws containing 

all amendments thereto, which copy shall always be open to the inspection of any member, and 

(f) In general perform all duties incident to the office of Secretary and SUA other 

duties as from time to time may Le assigned by the board of directors. 

Section 8. Assistant Secretary. In the Ssence of the Secretary or in the event of 

the Secretanj's inability or refusal to act, the Assistant Secretary shall perform the duties of the Secretan,, 

and when so acting shall have the powers of and be subject to all of the restrictions upon the Secretan., 

and shall further perform such other duties as from time to time may be assigned by tLe board of directors. 

Section 9. Treasurer. The Treasurer shall perform or cause to be performed the 

following: 

(a) The safekeeping and security of all funds and securities of the Corporation; 

(b) Receive and give receipts for moneys due and payable to the Corporation 

from any source whatsoever, and deposit all such moneys in the name of tLe Corporation in such Lank or 

banks as shall be selected in accordance with the provisions of these bylaws; and 

(c) All the duties incident to the office of Treasurer and such other duties as from 

time to time may be assigned by the board of directors. 

Section 10. President and Chief Executive Officer. TLe board of directors shall 

appoint a person as President and CLief Executive Officer who h a y  be, but who shall not Le required to 

be, a member of the Corporation. The President and Chief Executive Officer shall serve at the pleasure of 

the board and shall perform such duties as the board of directors may from time to time direct. 

Section 11, Bonds of Officers The board of directors may require tLe Treasurer or 

any other officer of the Corporation charged with responsilility for the custody of any of its funds or 

property, to give bond in such sum and with such surety as the board of directors shall determine. The 

board of directors in its discretion may also require any other officer, agent, or employee of the 

Corporation to give bond in such amount and with such surety as it shall determine. 

Section 12. Reports. The officers of the Corporation shall submit, or cause to Le 
sulmitted, at each annual meeting of the memLers reports covering the business of the Corporation for the 

previous fiscal year and showing the conditions of tLe Corporation at the close of such fiscal year. 

i 

ARTICLEVI 
Contracts, Che& and Deposits 
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Section 1. Contracts Except as othenvise provided in these bylaws, the board of 

directors may authorize ang officer or officers, agent or agents to enter into any contract or execute and 

deliver any instrument in the name and on behalf of the Corporation, and such authority may be general 

or confined to specific instances. 

Section 2. Checks, Drafts, etc All checks, drafts, or other orders for the payment 

of money, and all notes, bonds, or other evidences of indebtedness issuedtin the name of tLe Corporation 

shall be signed by such officer or officers, agent or agents, employee or employees of the Corporation and 

in sucl manner as  shall from time to time be determined by resolution of the board of directors. 

Section 3. Deposits. All funds of the Corporation shall be deposited from time to 

time to the credit of the Corporation in such bank or banks as the board of directors shall select. 

ARTICLEW 
Evidence of Membership: Fees 

Section 1. Evidence of Membership. A certificate or other written evidence of 

membership shall not be issued 

Section 2. Membership Fees No membership shall be permitted for less than the 

membership fee fixed in these bylaws, nor until such membership fee has been fully paid. 

Section 3. Withdrawal or Termination of Membership. In case of withdrawal or 

termination of membership in any manner, the Corporation shed repay to the member tLe ambunt of the 

membership fee paid by him, provided, however, that the Corporation shall deduct from the amount of the 

membership fee the amount of any debts or obligations owed by the member to the Corporation. 

ARTICLEVm 
Nonprofit Operation; Capital Credits 

Section 1. Interest or Dividends on Capital Prohibited TLe Corporation shall at 

all times be operated on a cooperative nonprofit basis for the mutual benefit of its members. No interest or 

dividends shall be paid or payable by the Corporation on any capital furnished by its patrons. 

Section 2. Patronage in Connection With Furnishing Electric Energy. In 

furnishing of electric energy, the Corporation's operations shall be so conducted that all patrons, members, 

and nonmembers alike, will through their patronage furnish capital for the Corporation. In order to 

induce patronage and to assure that the Corporation will operate on a nonprofit basis, the Corporation is 

obligated to account on a patronage basis to all its patrons, members and nonmembers alike, for all 
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amounts received and receivable from the furnishing of electric energy in excess of operating costs and 

expenses properly chargeable against the furnishing of electric energy. All such amounts in excess of 

operating costs and expenses at the moment of receipt by the Corporation are received with the 

understanding that they are furnished by the patrons, members, and nonmembers as capital. "Le 
Corporation shall credit to a capital account for each patron all such amounts in excess of operating costs 

and expenses. "Le books and records of the Corporation shall be set up and kept in such a manner that at 

1 
? 

the end of each fiscal year  the amount of capital, if any, so furnished by each patron is clearly reflected 

and credited in an appropriate record. TLe capital account of any patron shall have the same status a s  

though it had been paid to the patron in cash in pursuance of a legal obligation to do so and the patron 

Lad then furnished the Corporation corresponding amounts for capital. 

Provided, however, any net loss or negative margin which the Corporation may 

sustain in any fiscal year from its entire operations, including both operating and nonoperating margin, 

insofar as permitted by law, may be carried forward to succeeding fiscal year or years and deducted from 

the net margin for any fiscal year of the Corporation from its entire operation, including both operating 

and nonoperating margin, until such net loss or negative margin is entirely dissipated. The Capital 

allocated to the patrons as provided in the first paragraph of this section of the bylaws for any fiscal year 

shall be the amount remaining after there has been deducted any loss for previous fiscal year or years as 

herein provided. 

In the event of dissolution or liyuidation of the Corporation, after all outstanding 

indebtedness of the Corporation shall have been paid, outstanding capital credits shall be retired without 

priority on a pro rata basis before any payments are made on account of properiy rights of memlers. If, at 

any time prior to dissolution or liyuidation, the board of directors shall determine that the financial 

condition of the Corporation will not be impaired thereby, tLe capital then credited to patrons' accounts 

may be retired in full or in part. The board of directors may retire capital credits attributable to any prior 

fiscal year without giving priority to capital first received and credited. 

Capital credited to the account of each patron shall be assignable only with 

approval of the board of directors. In the event that a nonmember patron shall elect to become a member 

of the Corporation, the capital credited to the account of such nonmember patron may be applied by the 

Corporation toward the payment of a membership fee on behalf of such nonmember patron. 
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Provided, however, that the board of directors shall have the power to adopt rules 

providing for the separate retirement of that portion ("power supply portion") of capital credited to the 

accounts of patrons which corresponds to capital credited to the account of the Corporation by an 

organization furnishing electric service to the Corporation. Such rules shall: 
(a) Establish a method for determining the power supply portion of capital 

credited to each patron for each applicable fiscal year 

(I) Provide for separate identification on tle Corporation's books of a power 

supply portion of capital credited to the Corporation's patrons 

(c) Provide for appropriate notifications to patrons with respect to tleir accounts, 

and 
(d) Preclude a general retirement of the power supply portion of capital credited 

to patrons for a fiscal year until the payment therefor is actually received from the power supplier. 

Notwithstanding any other provisions of these bylaws, the board of directors, at its 

discretion, shall have the power at any time upon the death of any member who is a natural person, if the 

legal representatives of such decedent's estate shall reyuest in writing that the capital credited to any 

such patron from such service to be retired prior to the time such capital would otherwise be retired under 

the provisions of these bylaws, to retire capital credited to any such patron immediatellq upon such terms 

and conditions as the board of directors acting under policiecS of general application, and the legal 

representative of such patron's estate shall agree upon; provided, however, that the financial condition of 

the Corporation will not be impaired thereby. 

Section 3. Patronage Refunds in Connection With Furnishiq Other Service. In 

the event tlat the Corporation should engage in the business of furnishing goods or services other than 

electric energy, all amounts properly chargeable against the furnisling of such goods or services shall, 

insofar as permitted by law, be prorated annually on a patronage basis and returned to those patrons, 

members, and nonmembers alike, from whom such amounts were obtained. 

Section 4. Recovery of Delinquent Amounts Owed. Upon retiring capital credits 

allocated to a patron or former patron, the Corporation may recoup, offset, or setoff any delinyuent 

amount owed to the Corporation by the patron or former patron, including any compounded interest and 

late payment fee, by reducing the amount of retired capital credits paid to the patron or former patron by 

the amount owed 
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ARncLEIX 
Waiver of Notice 

Any member or director may waive, in writing, any notice of meetings required to 

be given by these bylaws. In case of joint membership, a waiver of notice signed by either husband or wife 

shall be deemed a waiver of notice of such meeting by both joint members. 

ARTICLEX 
Encumberinfi or Disposinfi of Propertq 

Section 1. Encumbering Property. Tle board of directors, without authorization 

by the members, shall have full power and authority to authorize the execution and delivery of a 

mortgage or mortgages upon, or the pledging or encumhering of any or all of, tLe property, assets, rights, 

privileges, licenses, franchises, and permits of the Corporation, whether acyuired or to be acquired, and 

wherever situated, as well as the revenues and income therefrom, upon such terms and conditions as the 

board of directors shall determine, to secure any obligation of the Corporation. 

Section 2. Disposinp, of Property. The board may sell any of the following 

property without autlority from the members: 

(a) Property that is not necessary in operating and maintaining tLe system, but 

sales  of such property shall not in any one year exceed ten percent (109'0) in value of all the property of the 

corporation other than merchandise and property acquired for r&ale; 

(b) Services and electric energy; 

(c) Property acquired for resale; and 

(d) Merchandise. 

I 

ARTICLEXI 
Indemnification of Directors, Officers, Employees and bents; 

Liabilitu of Directors to Corporation 

Section l. Indemnification of Directors. Each person who was or is made a party or 

is threatened to Le made a party to or is otherwise involved in any threatened, pending, or completion 

action, suit or proceeding, whether civil, criminal, administrative or investigative (hereinafter a 

"proceeding"), by reason of the fact he or she, or a person of whom he or s l e  is a legal representative, is or 

was a director, or while a director, serves or served at the Corporation's reyuest as a director, officer, 
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partner, trustee, employee or agent of another foreign or domestic corporation, partnership, joint venture, 

trust, employee benefit plan or other entevrise, shall be indemnified and held Larmless by the 

Corporation to the fullest extent authorized by the Kentucky Business Corporation act, as the same exists 

or may hereafter be amended (but in the case of any sucL amendment, only to the extent that such 

amendment permits the Corporation to provide broader indemnification rights than the Kentucky 

Business Corporation Act permitted the Corporation to provide prior to such amendment), against all 

expenses, liSility and loss (including attorneys' fees, judgments, fines, ERISA excise taxes or penalties, and 

amounts paid or to be paid in settlement) actually and reasonably incurred or suffered by such director in 

connection with any such proceeding. Such indemnification shall continue as a director who has ceased to 

be a director and shall inure to the benefit of the director's heirs, executors and administrators. Except 

with respect to proceedings to enforce rights to indemnification by a director, the Corporation shall 

indemnify any such director in connection with a proceeding (or part tlereof) initiated by such director 

only if such proceeding (or part thereof) was authorized by the board of directors of the Corporation. The 

right to indemnification conferred in this Article shall be a contract right. 

Section 2. Advance of Expenses The corporation shall paq for or reimburse the 

actual and reasonable expenses incurred by a director who is a party to a proceeding in advance of final 

disposition of the proceeding if the director furnishes the Corporation: 

(a) a written affirmation of the directir's good faith belief that the director's 

conduct met the standard of conduct described in Kentucky Revised Statutes 2'71B.8-510 or successor 

provisions; and 

(b) a written undertaking, executed personally or on the director's behalf, to repay 

any advances if it is ultimately determined tLat the director is not entitled to indemnification for such 

expenses under this Article or otherwise. The undertaking must be an unlimited general obligation of tLe 

director but need not be secure and may be accepted without reference to the director's financial ability 

to make repayment. 

Section 3. Indemnification of Officers, Employees, and Agents. The Corporation 

shall indemndy and advance expenses to officers to the same extent as directors, and may indemnify 

employees or ogents who are not directors or officers to the extent permitted by the Articles of 

Consolidation, the Bylaws, or by law. 
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Section 4. Insurance. TLe Corporation may purchase and maintain insurance, at 

its expense, on behalf of an individual who is or was a director, officer, employee, or agent of the 

Corporation or who, while a director, officer, employee, or agent of the Corporation, is or was serving at  the 

request of the Corporation as a director, officers, or domestic corporation, partnership, joint venture, trust, 

employee benefit plan, or other enterprise, against liability asserted against or incurred by him or her in 

such capacity or arising from his status as a director, officer, employee, or agent, whether or not tLe 

Corporation would have power to indemnify him or Ler against the same liability under this Article. 

Section 5. Liability of Directors to Corporation. No director of the corporation 

shall be personally liable to the corporation or its members for monetary damages for LreacL of Lis or Ler 

duties as a &rector, except for liability (i) for any transaction in which tLe director's personal financial 

interest is in conflict with the financial interests of the corporation or its members, or (ii) for acts or 

omissions not in good faitL or wLich involve intentional misconduct or are known to the director to be a 

violation of law, or (iii) for any vote for or assent to an unlawful distribution to members or otLer conduct 

prohibited under KRS 211B.8r.330, or (iv) for any transaction from which t l e  director derived an improper 

personal benefit. If the general corporation laws of Kentucky are amended after the effective date of this 

Article to authorize corporate action further limiting the personal liability of directors, then tle 1iaLility 

of a &rector of the corporation shall be limited to the fullest extent permitted by such general corporation 

laws as so amended Any repeal or modification of this Article-by the members of tLe corporation shall 

not adversely affect any right or protection of a director of the corporation existing at the time of sucL 

repeal or modification. 
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ARTICLEXII 

, 

Fiscal Yem 
The fiscal year of the Corporation shall begin on the first day of January of each 

year and end on the thirty-first day of December of the same year. 

ARTICLEwl 
Membership in Other OrAanizaiions 

The Corporation may become a member of or purchase stock in any other 

organization without obtaining approval of the members. 

ARTICLEXN 
- Seal 

The corporate seal of the Corporation shall be in the form of a circle and shall 

have subscribed thereon the name of the Corporation and words "Corporate Seal, Kentucky." 

AJXTICLEXV 
Location of Headquarters 

The headyuarters of the Corporation shall be located at 6402 Old Corydoa 
J 

Road, Ijenderson, Kentucky 42420. 
ARTICIEXVI 
Amendments * 

These bylaws may be altere& amended, or repealed at any regular or special 

meeting by the affirmative vote of not less than two-thirds (2/3) of all the directors eligible to vote, 

provided the notice of such meetin6 shall have contained a copy of the proposed alteration, amendment, 

or repeal. If notice of the meeting is not required (see Article N ,  Section 1) then notice of the meeting at 

which the vote will be taken, containing a copy of tle proposed alteration, amendment or repeal, shall be 

given at least 10 days prior to such meeting. 

I 
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ARTICUXW 
Rules of Order 

Parliameutary procedure at all meetings of tLe memlers, of t-e board of directors, 

of any committee provided for in t b s e  LyIaws, and of any other committee of the members or board of 

directors whi& may from time to time be duly established shall be governedby the most recent edition of 

&e Sto&rd Code of Parliamentary Procedure, also kn0l.r~ as Stur6is Rules of Order, except to the extent 

sucL procedure is otLenvise determined Lq law or by the Corporation's Articles of Consolidation or 

bylaws. 

As adopted July 1,1999, and as omended 

AuGust 7,2001, DecemLer 3,2002, 
January 11,2007, June 10,2008, 

July 8,2008, and May 12,2009 

Christopher MitcLell, Chairman 
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KENERGU COW. 
RESPONSE TO THE CQMMISSIOIV’S 
ST DATA REQUEST FOR INFORMATI 

2011 RATE APPLICATION 

tern 14) Indicate when the current plan was 

tdopted and identify any changes made in the plan since the year utilized as the test year in Kenergy’s 

ast rate case. Provide a five-year analysis of the amount of capital credits refunded to members under 

he plan and indicate the amounts related to general retirements and special retirements (i.e., estates of 

leceased patrons). 

Provide Kenergy’s equity management plan. 

Response) Kenergy’s capital management policy is shown as Item 14, page 2 of 2. This policy has 

)een in place since the inception of Kenergy on July 1 , 1999, and the most recent board approval was 

111 April 8,2008. The only change made since the inception of Kenergy was to add the last sentence in 

Section A and the word shall to replace should in the last sentence of Section B. The annual amount of 

xpital credits refunded to members for the previous five years are: 

General Retirements Estates of Deceased Patrons Total 
.4 

2005 $2,3 85,182 $1 80’79 1 $2,5 65,973 

2006 $ 760,420 $126,432 $ 886,852 

2007 -0- $123,066 $ 123,066 

2008 -0- $144,45 1 $ 144.451 

2009 -0- $1 72.3 89 $ 172.389 

Jan. - June 2010 -0- $ 73,471 $ 73,471 

$3.145.602 $820.600 $3.966.202 

Witnesses) Sanford Novick and Steve Thompson 

Item 14 
Page 1 of 2 



KENERGY 
POLICY NO. 11 5 

CAPITAL MANAGEMENT POLICY 

OBJECTIVE 

The objective of the capital management policy is prudent equity and debt 
capital management. 

POLICY STATEMENTS 

A. Equity and Debt Capital Levels 

The corporation should strive t o  maintain a minimum equity to total capital 
ratio of 30% and a maximum of 40% (excluding wholesale power supplier 
capital credits). “Total capital” shall include equity and debt capital. 

B. Equitv Capital Retirement 

The corporation should strive t o  retire equity capital on a systematic basis, 
assuring equitable treatment for all members. These retirements should 
benefit the maximum number of members, and at the same time avoid 
jeopardizing the financial security of the corporation. The early retirement 
of capital credits to  estates of deceased customers shall be on a 
discounted basis. 

J 

C. Debt Capital 

The corporation should explore and take advantage of all debt capital 
sources, seeking always t o  mitigate risks associated with debt capital by 
utilizing interest rate and debt composition strategies. The approved debt 
limit, defined as original loan amount, is $250,000,000. 

D. Lonq-Range Financial Forecast 

Management should develop and update as needed a ten-year financial 
forecast incorporating specific recommendations for achieving t o  the 
maximum possible extent the objectives of this policy and all other 
corporate strategies. 

Approved: 3-5-02 
Revised: 4-8-08 
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NERGU COW. 
RESPONSE TO THE COMMISSION’S 

FIRST DATA REQUEST FOR INFORMATION 

2011 RATE APPLICATION 

[tern 15) Provide Kenergy’s written policies on the compensation of its attorneys, auditors, and 

i11 other professional service providers. Include a schedule of fees, per diems, and other compensation 

n effect during the test year. Include all agreements, contracts, memoranda of understanding, and any 

ither documentation that explains the nature and type of reimbursement paid for professional services. 

hdicate if any changes occurred during the test year, the effective date of these changes, and the 

:eason for these changes. 

Response) Attached as Item 15, pages 2-6 of 39, is the policy on legal representation and use of 

ittorneys adopted by the board on May 1 1 , 2004. The attorney engagement letters effective January 1 , 

2009 and 2010 are shown in Item 15, pages 7-12 of 39. The hourly fee during 2009 and 2010 was 

$135.00. (Health insurance is also provided.) Item 15, pages 13-19 of 39, are the engagement letters 

for the 2007-2009 and 2010-2012 annual financial audits. Item 15, pages 20-29 of 39, is the 

engagement letter for the Savings and Retirement Plan for 2007-2010. Rate design and cost of service 

, 

work is performed by JDG Consulting LLC at an hourly rate of $190.00 as shown on pages 30-32 of 

39. Please refer to Item 34 for additional information relating to test year expenses for professional 

services. Item 15, pages 33-35 of 39 are agreements for engineering professional services for the 

three-year construction work plan (RW Beck, Inc.), sectionalizing studies (Distribution System 

Solutions, Inc.), and field staking (Electric Service Company, Ltd.). Item 15, pages 36-39 of 39 is the 

agreement with Global Communication for consulting services relating’to the new phone system. 

Witness) Sanford Novick 

Item 15 
Page I of 39 
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KENERGY CORP. 
POLICY NO. 11 7 

SELECTION OF LEGAL REPRESENTATION 

I .OBJECTIVE 

The Kenergy Board of Directors ("Board") recognizes that competent  legal 
representation and effective use of attorneys are critical t o  the  successful 
operation of Kenergy ("Cooperative"). Although an attorney or law firm 
retained or employed by Kenergy ("Attorney"), and the Attorney's 
representation of the Cooperative are governed by rules of professional 
conduct and other local, state,  and federal law, t h e  objective of this policy is to 
provide additional guidance for, and emphasize important aspects  of, the 
Attorney's representation of t he  Cooperative and its use of t h e  Attorney. 

11.  POLICY 

A. The Cooperative shall retain or employ and Attorney t o  
continually provide general legal services t o  t h e  Cooperative ("General Counsel"). 
General legal services include, but are not limited to: (1 ) attending, and drafting or 
reviewing minutes of, all meetings of the Board and all annual and special meetings 
of t h e  Cooperative members; (2) negotiating, drafting, and reviewing contracts; (3) 
providing legal services for the disposition or acquisition of real property and 
interests in real property; (4) providing legal services for the borrowing or lending of 
money; and (5) providing legal services regarding general business, cooperative, 
tax, and electric utility law. 

General Counsel. 

B. Special Counsel. A s  reasonably necessary, "and following consultation with 
the  General Counsel, the  Cooperative may retain or employ an Attorney t o  provide 
special legal services t o  t h e  Cooperative ("Special Counsel"). Special legal services 
require competence in a particular field of law and include, but are not limited to: 
(1 )  representing the  Cooperative in s ta te  or federal court, or before a local, s ta te ,  or 
federal agency; and (2) providing legal services regarding labor, employment, tax,  
antitrust, environmental, or intellectual property law. In providing special legal 
services t o  the Cooperative, a Special Counsel shall provide the General Counsel 
copies of all communications, memoranda, briefs, notices, motions, and other 
documents prepared, filed, received, or sent by the Special Counsel. A s  
determined by the  Board, the General Counsel may provide special legal services to  
the Cooperative. 

C. Board Counsel. A s  determined by the Board, it may retain, employ, direct, 
and discharge an attorney or law firm t o  continually or periodically provide legal 
services t o  t h e  Board ("Board Counsel"), with the Board Counsel representing t h e  
Board a s  his or her client. The Cooperative shall pay a Board Counsel a reasonable 
fee and reasonable expenses. To the extent practical, a Board Counsel's 

Item 15 
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representation of the  Board must be governed in a manner similar t o  t h e  manner in 
which an Attorney's representation of the  Cooperative is governed under this 
policy. 

D. Competent Legal Representation and Conflicts of Interest. An Attorney 
shall provide competent legal representation t o  t h e  Cooperative, and shall have or 
acquire the appropriate knowledge, skills, time, and qualifications necessary t o  
provide competent legal representation. An Attorney shall comply with conflict of 
interest requirements prescribed in applicable local, state,  and federal law and rules 
of professional conduct. An Attorney may provide legal services t o  an entity in 
which t h e  Cooperative owns  an interest ("Affiliated Entity") only if the 
Attorney complies with these conflict of interest requirements. An Attorney shall 
inform the Cooperative's chief executive officer ("CEO"); or person authorized by 
the  CEO in writing of any other entity engaged in generating, transmitting, 
distributing, marketing, or selling electric energy for which t h e  Attorney provides 
legal services. 

E. Retaining, Employing, and Discharging Attornev. The Board shall make 
decisions regarding retaining, employing, and discharging t h e  General Counsel and 
shall annually evaluate t h e  performance of t he  General Counsel. Following 
consultation with t h e  General Counsel, the CEO shall make decisions regarding 
retaining, employing, and discharging any other Attorney. By providing written 
notice t o  an Attorney, t h e  Cooperative may discharge t h e  Attorney, and terminate 
any attorney engagement agreement, a t  any time for any reason. By providing 
written notice t o  the Cooperative, and a s  required or allowed by applicable law and 
rules of professional conduct, an Attorney shall or may withdraw from representing 
t h e  Cooperative and terminate any attorney engagement agreement. 

F. Third Party. As part of providing legal services t o  the Cooperative, and 
with the  CEO's prior consent,  an Attorney may retain another attorney or may use 
an attorney or paraprofessional associated with t h e  Attorney in a law firm. A s  
reasonably necessary or helpful in providing legal services t o  t h e  Cooperative, and 
subject to any limitations stated in an attorney engagement agreement, an Attorney 
may contract for a non-attorney and non-paraprofessional third party t o  provide 
goods or services. 

G. Directing Attornev. Only the  Board, the  Chairman of the Board, or t h e  CEO 
may request that  an Attorney provide legal services t o  the  Cooperative. As  
requested by an Attorney, and a s  reasonably necessary or helpful in providing legal 
services to  the Cooperative, the Cooperative shall provide the  Attorney reasonable 
access  to  its directors, officers, employees, consultants, agents, representatives, 
records, and documents.  The CEO and Attorney shall keep the  Board reasonably 
informed regarding any matter for which t h e  Attorney is providing legal services to 
the Cooperative. In consultation with the Board or a s  directed by the  Board, the 
CEO shall direct an Attorney. In providing legal services to t h e  Cooperative, and 

Item 15 
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subject t o  t h e  Board or Manager's direction, an Attorney may ac t  on t h e  

best  interest. Unless the  CEO gives his or her prior consent, an Attorney may not 
make a s ta tement  outside of a tribunal regarding the Attorney's provision of legal 
services t o  t h e  Cooperative, which s ta tement  t he  Attorney knows or reasonably 
should know will be disseminated by means of public communication. 

~ 

I Cooperative's behalf in any manner reasonably believe to  be in the Cooperative's 

H. Attornev Fees and Expenses. The Cooperative shall pay an Attorney a 
reasonable fee and reasonable expenses.  An Attorney shall provide legal services 
t o  t h e  Cooperative in a cost-effective and efficient manner. The fees and expenses  
for an Attorney retained by the Cooperative must  be specified in an Attorney 
engagement agreement, a sample of which is attached t o  this policy. 

I .  Unauthorized Practice of Law. No Cooperative director, officers, employee, 
consultant, agent, or representative may provide legal services t o  t h e  Cooperative 
unless the individual is an attorney admitted to practice law in an appropriate 
jurisdiction. 

J. Electric Cooperative a s  Client. In providing legal services t o  t h e  Cooperative, 
an Attorney represents the Cooperative, a s  his or her client, acting through its 
authorized directors, officers, employees, and members. In representing t h e  
Cooperative, an Attorney does not represent the  Cooperative's directors, officers, 
employees, or members. If t he  Board gives its informed, written, and prior 
consent,  and if an Attorney complies with applicable conflict of interest 
requirements, then  t h e  Attorney may represent an Affiliated Entity and t h e  Attorney 
may represent individual Cooperative directors, officers, employees, and members 
in matters related t o  t h e  Attorney's representation of the Cooperative. 

c 

K. Attornev-Client Privileqe. Confidential communications between t h e  
Cooperative, or its agent or representative, and the Attorney, or his or her agent  or 
representative, made to  facilitate t h e  Attorney's provision of legal services t o  the 
Cooperative are protected by the  attorney-client privilege. Cooperative directors, 
officers, employees, consultants, agents, and representatives shall not disclose 
these communications t o  third persons, other than those t o  whom disclosure is 
made in furtherance of this provision of legal services, or those  reasonably 
necessary for transmitting the  communications. To the  extent  these  
communications are disclosed t o  Cooperative employees, consultants, agents ,  or 
representatives, they must only be disclosed t o  individuals who reasonably need t o  
know of t h e  communications. 

r 

' !  

L. Attorney's Dutv to  Inform and Consult. An Attorney shall keep t h e  Board and 
the CEO reasonably informed regarding a matter for which the  Attorney is providing 
legal services t o  the Cooperative. For decisions regarding the matter t o  be made 
by the  Cooperative, the  Attorney, shall explain the  matter t o  the  Board and the 
CEO t o  the  extent reasonably necessary t o  permit the Cooperative t o  make an 
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informed decision. An attorney shall promptly comply with the  Cooperative's 
~ reasonable request for information. 

M. Reliance. In providing legal services to t h e  Cooperative, an Attorney may rely 
upon information provided by the Cooperative, unless the Attorney knows tha t  t h e  
reliance is unwarranted. In performing his or her duties, a Cooperative director, 
officer, or employee may rely upon information, opinions, reports, and s ta tements  
prepared or presented by an Attorney. A director, officer, or employee's reliance, 
however, is only permitted regarding matters involving skills or expertise tha t  he 
or she  reasonably believes are within the  Attorney's professional or expert 
competence. Further, this reliance is only permitted if the  director, officer, or 
employee ac ts  in good faith and reasonably believes that the reliance is warranted 
and tha t  the  Attorney merits confidence. 

N. Evidence of Violation of Law of Breach of Dutv. If an Attorney, other than t h e  
General Counsel, knows or reasonably should know of any evidence of an actual or 
intended material violation of law or material breach of duty, or evidence of an 
actual or intended violation of law or breach of duty likely t o  result in substantial 
injury to the Cooperative, by the  Cooperative or by any Cooperative director, 
officer, employee, consultant, agent or representative ("Evidence"), then the  
Attorney shall report the Evidence to  t h e  General Counsel. If t h e  General 
Counsel knows or reasonably should know of any Evidence, then t h e  General 
Counsel shall report t he  Evidence t o  the  CEO. 

Within thirty (30) days of the Evidence being first  reported, t he  General 
Counsel or t h e  CEO a s  determined by the  CEO, shall investigate the  Evidence, 
respond appropriately t o  the  Evidence, and inform the  reporting Attorney regarding 
t h e  investigation and response. If an Attorney, 6ther than the  General Counsel, 
reasonably believes that  neither the  General Counsel nor the CEO has investigated 
or responded appropriately t o  the Evidence, or if the  Attorney believes it is 
reasonably necessary in the  best interest of the  Electric Cooperative, then the  
Attorney shall report the  Evidence to the  Board or t he  audit committee of t h e  Board 
("Audit Committee") in person and without the presence of any other person, 
except a person invited by the  Attorney. If the  General Counsel reasonably 
believes that  the CEO has not investigated or responded appropriately t o  t h e  
Evidence, or if the General Counsel believes it is reasonably necessary in t h e  best  
interest of the  Cooperative, then the  General Counsel shall report the  Evidence 
t o  the  Board or the  Audit Committee in person and without the presence of any 
other person, except a person invited by the  General Counsel. 

If a reporting Attorney reasonably believes that  her or she  has  been discharged 
because he or she  reported Evidence, then the Attorney shall inform the  Board of 
this belief. To encourage and facilitate the reporting and investigating of Evidence, 
and responding appropriately to  Evidence, t he  Board shall meet a t  least quarterly 
with t h e  General Counsel and without the presence of any other person, except  a 
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person invited by t h e  General Counsel. 

0. Leqal Programs, Publications, and Memberships. The Cooperat, de shall 
encourage the General Counsel to: (1)  attend legal programs sponsored by, and t o  
subscribe t o  legal publications published by, t h e  National Rural Electric Cooperative 
Association and any association of electric cooperatives located within t h e  state;  
and (2) be a member of, and attend programs sponsored by the  Electric 
Cooperative Bar Association and any association of attorney representing electric 
cooperatives located within the state. The payment of any fees and expenses  
related t o  a General Counsel retained by the  Electric Cooperative attending these  
legal programs, subscribing to  these legal publications, or being a member of t hese  
associations must  be specific in an attorney engagement agreement. 

I l l .  Responsibility 

The Board is responsible for compliance with this policy. The CEO is responsible 
for communicating with an Attorney regarding t h e  Attorney's provision of legal 
services t o  t h e  Cooperative. 

Approved: 5-1 1-04 
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KENERGY CORP. 
ATTORNEY ENGAGEMENT AGREEMENT 

Kenergy Corp. ("Cooperative") and Frank N. King Jr. ("Attorney") enter into this 
Attorney Engagement Agreement ("Agreement") on December 17, 2009, with the 
Agreement being effective as of January 1 , 201 0. 

I, General Aqreement. Pursuant to this Agreement, Attorney shall provide 
legal services to the Cooperative and the Cooperative shall pay Attorney for such legal 
services. In entering into this Agreement, the Cooperative and Attorney have formed or 
continue an attorney-client relationship for the provision of the legal services stated in 
this Agreement. 

2. Policy. The Cooperative and Attorney shall comply with Kenergy's Board 
Policy No. 117, entitled "Legal Representation and Use of Attorneys" ("Policy"), which 
Policy is incorporated in this Agreement by reference. 

3. General or Special Counsel. As described in the Policy, Attorney shall 
provide legal services to the Cooperative as General Counsel and, as requested by the 
Cooperative, provide any special legal services determined by the Cooperative's Board 
of Directors and Chief Executive Officer (CEO). 

4. Term. The term of this agreement shall be one year ending December 
31, 2010. 

5. Hourly Fee. The Cooperative shall pay Attorney a fee based on $135.00 
per hour for legal services rendered to the Cooperative ("Hourly Fee"). With the 
Cooperative's written consent, Attorney may modify the Hourly Fee. 

6. Costs and Expenses. The Cooperative shall reimburse Attorney for 
costs and expenses incurred by or through Attorney as part of, and specifically for, 
Attorney's provision of legal services to the Cooperative ("Costs and Expenses"). 
Costs and Expenses include, but are not limited to charges for: (a) photocopying; (b) 
computerized legal research; (c) audio or video recording or transcription; (d) travel, 
including transportation, lodging, and meals; (e) long distance telephone; (f) document 
transmission or delivery services, including messenger, facsimile, and mail; (9) court 
costs; and (h) filing fees. The amount paid for Costs and Expenses must be 
reasonable and should be based upon Attorney's direct costs associated with the 
services hereunder. 

7. Third Party Services. The Cooperative shall pay for goods or services 
provided by a third party as part of, and specifically for, Attorney's provision of legal 
services to the Cooperative ("Third Party Services"). As determined by Attorney, 
Cooperative shall (a) pay the third party for a Third Party Service or (b) reimburse 
Attorney for Attorney's payment to the third party for a Third Party Service. 



8. Invoice. Each month Attorney shall send the Cooperative a statement or 
invoice: (a) describing legal services provided by Attorney; (b) describing Costs and 
Expenses incurred by or through Attorney; (c) describing Third Party Services for which 
Attorney has  paid (collectively “Invoice Amount”). 

9. 
unless Cooperative disputes an Invoice Amount the Cooperative shall pay Attorney 
within 15 days. 

Payment. After the Cooperative receives an invoice from Attorney, and 

I O .  Disputed Amounts. If the Cooperative disputes all or part of an  Invoice 
Amount, then the Cooperative shall notify Attorney in writing within 15 days of receiving 
the invoice. If Attorney and Cooperative do not resolve the dispute within thirty (30) 
days of Attorney’s receipt of Cooperative’s notice of dispute, then Attorney and 
Cooperative shall submit the  dispute to binding arbitration administered by the  state 
bar, or by another organization agreed upon by Attorney and Cooperative. Any 
disputed amounts under this Agreement survive termination hereof. 

11. Publications, Memberships, Meetings. and Seminars. Cooperative may: 

- On Attorney’s behalf, pay for annual subscriptions to the Legal Reporting 
Service and Personnel Practice Pointers, publications by the National 
Rural Electric Cooperative Association (“NRECA”) 

- Pay for Attorney to become and remain a member of the Electric 
Cooperative Bar Association (“ECBA”) 

- Pay for Attorney to become and remain a member of any association of 
attorneys representing electric cooperatives located within the state 

Cooperative shall pay and reimburse Attorney for reasonable expenses actually 
incurred in attending the following meetings. Attendance at  such meetings shall be  
authorized and approved by the CEO or Board of Directors. 

- NRECA’s annual member meeting 
- NRECA’s annual legal seminar 

- ECBA’s annual member meeting 
- NRECA’s annual workplace law seminar 

Any annual meeting of any association of electric cooperatives located 

Any annual legal seminar for attorneys representing electric cooperatives 

- 
within the state 

located within the state 
- 

12. Termination Agreement. As provided in this Agreement or the Policy, the 
Cooperative or Attorney may terminate this Agreement. If Attorney provides legal 
services to Cooperative as Special Counsel then this Agreement terminates as to said 



__ 
services upon completion of the special legal services. 

13. Termination Payments and Refunds. Upon termination of this Agreement, 
and pursuant to the terms of this Agreement governing payment and disputed amounts: 
(a) the Cooperative shall pay Attorney all undisputed amounts for services provided 
prior to termination and (b) the Cooperative shall pay Attorney the undisputed, 
proportionate, and reasonable part of any amount for services provided prior to 
termination. Within thirty (30) days of termination of this Agreement, and pursuant to 
the terms of this Agreement governing disputed amounts: {a) Attorney shall refund to 
the Cooperative any undisputed amounts representing payment for services not 
provided prior to termination; (b) Attorney shall refund payment for services not 
provided prior to termination; and (c) Attorney shall refund to the Cooperative the 
undisputed, proportionate, and reasonable part of any amount representing payment for 
services not provided prior to termination. 

14. Governinq Law. This Agreement will be governed by, and interpreted 
under, the law of Kentucky. 

> 

I 
Gt h .  

KENERGY CORP. 

Printed r;l\a'me: Frank N. King 
Title: General Counsel i Date: [3 - - - [3  - 0 9  I 4 i 
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KEN ERGY CORP. 
ATTORNEY ENGAGEMENT AGREEMENT 

Kenergy Corp. ("Cooperative") and Frank N. King Jr. ("Attorney") enter into this 
Attorney Engagement Agreement ("Agreement") on January 9, 2009, with the 
Agreement being effective as of January 1 , 2009. 

1. General Agreement. Pursuant to this Agreement, Attorney shall provide 
legal services to the Cooperative and the Cooperative shall pay Attorney for such legal 
services. In entering into this Agreement, the Cooperative and Attorney have formed or 
continue an attorney-client relationship for the provision of the legal services stated in 
this Agreement. 

2. Policy. The Cooperative and Attorney shall comply with Kenergy's Board 
Policy No. 11 7, entitled "Legal Representation and Use of Attorneys" ("Policy"), which 
Policy is incorporated in this Agreement by reference. 

3. General or Special Counsel. As described in the Policy, Attorney shall 
provide legal services to the Cooperative as General Counsel and, as requested by the 
Cooperative, provide any special legal services determined by the Cooperative's Board 
of Directors and Chief Executive Officer (CEO). 

4. Term. The term of this agreement shall be one year ending December 
31, 2009. 

Hourlv Fee. The Cooperative shall pay Attorney a fee based on $135.00 
L. 

5. 
per hour for legal services rendered to the Cooperative ("Hourly Fee"). With the 
Cooperative's written consent, Attorney may modify the Hourly Fee. 

6. Costs and ExDenses. The Cooperative shall reimburse Attorney for 
costs and expenses incurred by or through Attorney as par? of, and specifically for, 
Attorney's provision of legal services to the Cooperative ("Costs and Expenses"). 
Costs and Expenses include, but are not limited to charges for: (a) photocopying; (b) 
computerized legal research; (c) audio or video recording or transcription; (d) travel, 
including transportation, lodging, and meals; (e) long distance telephone; (f) document 
transmission or delivery services, including messenger, facsimile, and mail; (9) court 
costs; and (h) filing fees. The amount paid for Costs and Expenses must be 
reasonable and should be based upon Attorney's direct costs associated with the 
services hereunder. 

7. Third Partv Services. The Cooperative shall pay for goods or services 
provided by a third party as part of, and specifically for, Attorney's provision of legal 
services to the Cooperative ("Third Party Services"). As determined by Attorney, 
Cooperative shall (a) pay the third party for a Third Party Service or (b) reimburse 
Attorney for Attorney's payment to the third party for a Third Party Service. 



a. Invoice. Each month Attorney shall send the Cooperative a statement or 
invoice: (a) describing legal services provided by Attorney; (b) describing Costs and 
Expenses incurred by or through Attorney; (c) describing Third Party Services for which 
Attorney has paid (collectively “Invoice Amount”). 

9. 
unless Cooperative disputes an Invoice Amount the Cooperative shall pay Attorney 
within I 5  days. 

Pavment. After the Cooperative receives an invoice from Attorney, and 

10. Disputed Amounts. If the Cooperative disputes all or part of an Invoice 
Amount, then the Cooperative shall notify Attorney in writing within 15 days of receiving 
the invoice. If Attorney and Cooperative do not resolve the dispute within thirty (30) 
days of Attorney’s receipt of Cooperative’s notice of dispute, then Attorney and 
Cooperative shall submit the dispute to binding arbitration administered by the state 
bar, or by another organization agreed upon by Attorney and Cooperative. Any 
disputed amounts under this Agreement survive termination hereof. 

11. Publications, Memberships, Meetings, and Seminars. Cooperative may: 

- On Attorney’s behalf, pay for annual subscriptions to the Legal Reporting 
Service and Personnel Practice Pointers, publications by the National 
Rural Electric Cooperative Association (“NRECA”) 

- Pay for Attorney to become and remain a member of the Electric 
Cooperative Bar Association (“ECBA”) 

- Pay for Attorney to become and remain a member of any association of 
attorneys representing electric cooperatives located within the state 

Cooperative shall pay and reimburse Attorney for reasonable expenses actually 
incurred in attending the following meetings. Attendance at such meetings shall be 
authorized and approved by the CEO or Board of Directors. 

- NRECA’s annual member meeting 
- NRECA’s annual legal seminar 

- ECBA’s annual member meeting 
- NRECAs annual workplace law seminar 

Any annual meeting of any association of electric cooperatives located 
within the state 

located within the state 
- Any annual legal seminar for attorneys representing electric cooperatives 

12. Termination Agreement. As provided in this Agreement or the Policy, the 
Cooperative or Attorney may terminate this Agreement. If Attorney provides legal 
services to Cooperative as Special Counsel then this Agreement terminates as to said 

Item 15 
. - - - Page 11 of 39 -- 



~ 

I services upon completion of the special legal services. 

13. Termination Pavments and Refunds. Upon termination of this Agreement, 
and pursuant to the terms of this Agreement governing payment and disputed amounts: 
(a) the Cooperative shall pay Attorney all undisputed amounts for services provided 

prior to termination and (b) the Cooperative shall pay Attorney the undisputed, 
proportionate, and reasonable part of any amount for services provided prior to 
termination. Within thirty (30) days of termination of this Agreement, and pursuant to 
the terms of this Agreement governing disputed amounts: (a) Attorney shall refund to 
the Cooperative any undisputed amounts representing payment for services not 
provided prior to termination; (b) Attorney shall refund payment for services not 
provided prior to termination; and (e) Attorney shall refund to the Cooperative the 
undisputed, proportionate, and reasonable part of any amount representing payment for 
services not provided prior to termination. 

14. Governing Law. This Agreement will be governed by, and interpreted 
under, the law of Kentucky. 

KEVERGY CORP. ATTORNEY 

, 

I 
i 
._ 

I 
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$A ,,$d 
300 First Street EO. Box 596 Henderson, KY 42419-0596 Neel, Crafton fL.?j hillips, LLP Telephone 270-827-1577 Facsimile 270-826-4309 

111 South Morgan Street Morganfield, KY 42437 

www.ncpllp.com 

Certified Ptrblic Accountants 
Business Consultants - Telephone 270-389-9488 Facsimile 270-389-1112 

November 2, 201 0 

Mr. John 9. Warren, Jr. 
Chairman, Audit Committee 
Kenergy Corp. 
P.O. Box 1389 
Owensboro, KY 42302 

Dear Mr. Warren: 

We are pleased to confirm our understanding of the services we are to provide Kenergy Corp. for the three (3) 
years ended December 31 , 2010, 201 1 and 2012. We will audit the financial statements of Kenergy Corp. as of 
and for the three (3) years ended December 31, 2010,201 1 and 2012. 

Audit Objective 

The objective of our audit is the expression of opinions as to whether your basic financial statements are fairly 
presented, in all material respects, in conformity with generally accepted accounting principles. Our audit will be 
conducted in accordance with auditing standards generally accepted in the United States of America and will 
include tests of the accounting records and other procedures we consider necessary to enable us to express such 
opinions. If our opinions on the financial statements are other than unqualified, we will fully discuss the reasons 
with you in advance. If, for any reason, we are unable to complete the audit or are unable to form or have not 
formed opinions, we may decline to express opinions or to issue a report as a result of this engagement. 

Management Responsibilities 

Management is responsible for the basic financial statements and all accompanying information as well as all 
representations contained therein. You are also responsible for making all management decisions and performing 
all management functions; for designating an individual with suitable skill, knowledge, or experience to oversee 
our assistance with the preparation of your financial statements and related notes and any other nonattest 
services we provide; and for evaluating the adequacy and results of those services and accepting responsibility 
for them. 

Management is responsible for establishing and maintaining effective internal controls, including monitoring 
ongoing activities; for the  selection and application of accounting principles; and for the fair presentation in the 
financial statements of Kenergy Corp. and the respective changes in financial position and where applicable, cash 
flows, in conformity with U.S. generally accepted accounting principles. 

Management is also responsible for making all financial records and related information available to us and for the 
accuracy and completeness of that information. Your responsibilities include adjusting the financial statements to 
correct material misstatements and confirming to us in the representation letter that the effects of any uncorrected 
misstatements aggregated by us during the current engagement and pertaining to the latest period presented are 
immaterial, both individually and in the aggregate, to the financial statements taken as a whole. 

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and 
for informing us about all known or suspected fraud or illegal acts affecting the government involving (1) 
management, (2) employees who have significant roles in internal control, and (3) others where the fraud or illegal 
acts could have a material effect on the financial statements. Your responsibilities include informing us of your 
knowledge of any allegations of fraud or suspected fraud affecting the government received in communications 
from employees, former employees, regulators, or others. In addition, you are responsible for identifying and 
ensuring that the entity complies with applicable laws and regulations. 
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Audit Procedures-General 

An audit includes examining, on a test basis, evidence supporting the  amounts and disclosures in t h e  financial 

areas to be tested. We will plan and perform the audit to obtain reasonable rather than absolute assurance about 
whether the financial statements are free of material misstatement, whether from (1) errors, (2) fraudulent 
financial reporting, (3) misappropriation of assets, or (4) violations of laws or governmental regulations that are 
attributable to the entity or to acts by management or employees acting on behalf of the entity. 
Because an audit is designed to provide reasonable, but not absolute, assurance and because we will not 
perform a detailed examination of all transactions, there is a risk that material misstatements may exist and not be 
detected by us. In addition, an audit is not designed to detect immaterial misstatements, or violations of laws or 
governmental regulations that do not have a direct and material effect on the financial statements. Our 
responsibility as auditors is limited to the period covered by our audit and does not extend to any later periods for 
which we are not engaged as auditors. 
Our procedures will include tests of documentary evidence supporting the transactions recorded in the accounts, 
and may include tests of the physical existence of inventories, and direct confirmation of receivables and certain 
other assets and liabilities by correspondence with selected individuals, funding sources, creditors, and financial 
institutions. We will request written representations from your attorneys as part of the engagement, and they may 
bill you for responding to this inquiry. At the conclusion of our audit, we will require certain written representations 
from you about the financial statements and related matters. 
Audit Procedures-Internal Control 

Our audit will include obtaining an understanding of the entity and its environment, including internal control, 
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing, 
and extent of further audit procedures. An audit is not designed to provide assurance on internal control or to 
identify deficiencies in internal control. However, during the audit, we will communicate to management and those 
charged with governance internal control related matters that are required to be communicated under AICPA 
professional standards. 
Audit Procedures-Compliance 

As part of obtaining reasonable assurance about whether the financial statements are free of material 
misstatement, we will perform tests of Kenergy Corp.’s compliance with applicable laws and regulations and the 
provisions of contracts and agreements, However, the objective of our audit will not be to provide an opinion on 
overall compliance and we will not express such an opinion. 
Engagement Administration, Fees, and Other 

We understand that your employees will prepare all cash or other confirmations we request and will locate any 
documents selected by u s  for testing. 
Mac Nee1 I l l  is the engagement partner and is responsible for supervising the engagement and signing the report 
or authorizing another individual to sign it. Our fee for these services will be at our standard hourly rates plus out- 
of-pocket costs (such as report reproduction, word processing, postage, travel, copies, telephone, etc.) except 
that we agree that our gross fee, including expenses will not exceed $22,300. Our standard hourly rates vary 
according to the degree of responsibility involved and the experience level of the personnel assigned to your audit, 
Our invoices for these fees will be rendered each month as work progresses and are payable on presentation. In 
accordance with our firm policies, work may be suspended if your account becomes 30 days or more overdue and 
may not be resumed until your account is paid in full. If we elect to terminate our services for nonpayment, our 
engagement will be deemed to have been completed upon written notification of termination, even if we have not 
completed our report. You will be obligated to compensate u s  for all time expended and to reimburse u s  for all 
out-of-pocket costs through the date of termination. The above fee is based on anticipated cooperation from your 
personnel and the assumption that unexpected circumstances will not be encountered during the audit. If 
significant additional time is necessary, we will discuss it with you and arrive at a new fee estimate before we 
incur the additional costs. 

~ statements; therefore, our audit will involve judgment about the number of transactions to be examined and the 
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We appreciate the opportunity to be of service to Kenergy Corp. and believe this letter accurately summarizes the 
significant terms of our engagement. If you have any questions, please let us know. If you agree with the terms of 
our engagement as described in this letter, please sign the enclosed copy and return it to us. 

~ 

Very truly yours, 

Neel, Crafton & Phillips, LLP 
RESPONSE: 
This letter correctly sets forth the understanding of Kenergy Corp. 
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. .  
August 15,2007 

Mr. John €3. Warren 
Chairman, Audit Committee 
Kenergy Cop.. 
P.O. Box 1389 ' 

Owensboru, KY 42302-1 389 

Dear Mr. Warren: 

. .  
.' . 

We are  pleased to confirm our understanding ofthe services we are to provide for Kenergy 
Corp. for the years ended December 31 , ZOO?,. 2008 and 2009. We wiil audit the financial 
statements of Kenergy Corp. as of and fer the years ended December 31,2007,2008 and 
2009. 

Our audit will be conducted in accordance With generally accepted auditing standards anh 
will include tests of the accounting records of Kenergy Corp. and other procedures we 
consider necessary to enable us to express an unqualified opinion that the financial 

. statements a re  fairly presented, in all material respects, in conformity with generally 
accepted accounting principles. Our audit' will be conduded in accordance with generally 
accepted auditing standards; the standards for financial audits contained in Government 
Ailditina Standards, issued by the Comptroller General of the  United States, and 7 CFR I 
Part 1773, Policy on Audits of Rural Utility Service (RUS) Bokowers, and will include tests 
of the accounting records of Kenergy Corp. and other procedures we consider necessary 
to enable us  to express a n  unquaiified opinion that the financial statements are fairty 
presented, in all material respects, in conformity With generally accepted .accounting 
principles and to report on Kenergy Gorp.% compliance with laws and regulations and its 
internal controls. ff our opinion -is other than qualified, we will fully discuss the reasons with 
you in advance. If, for any reason, we are unable to complete the audit, we will not issue a 
report as a result of this engagement. 

li . 

The management of Kenergy Carp. is responsible for establishing and maintaining an 
internal control structure. In fuFfilling fhis responsibility, estimates and judgments by 
management are required to assess the expected benefits and related costs of internai 
control structure policies and procedures. The objectives of an internal control structure 
are  to provide management with reasonable, but ndabsokrte, assurance that assets are 
safeguarded against loss from unauthorized use  or dispositiun and that transactions are 
executed in accordance with management's authorizations and recorded properly to permit 
the preparation uf financial statements in accordance with generally accepted accounting 

c principles. . _-_. . . 

. .  
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In planning and performing our audiis for the years ended December 31,2007,2008 and' 
-2009, we will consider the internal controf structure in order to determine our auditing 
procedures for the purpose of expressing our opinion on Kenergy Corp.'s financial 
statements and not to provide assurance on the internal control 5trudure. 

We will obtain an understanding of the design of the relevant policies and procedures and ' 
whether they have been placed in operation, and we Will assess control risk. Tests of 
controls may be performed to test the effectiveness of .certain policies and procedures that 
we consider relevant to preventing and detecting errors and irregularities that are material 
to the financial statements and to preventing and detecting misstatements resulting from 
illegal acts and other noncompliance matters that have a direct and material effect on the 
financial statements. (Tests of controls are required only if control risk is assessed below 
the maximum level.) Our tests, if performed, will be less in scope than would be necessary 
to render a n  opinion on the internal control structure pollcies and procedures and, 

. 

accordingly, no opinion will be expressed. 4 

We will inform you of any matters involving internal control StntCtUrE! and its operation that 
we consider to be reportable conditions under standards established by the  American 
Institute of Certified Public Accountants. Reportable conditions involve matters coming fo 
our attention relating to significant deficiencies in the design or operation of the  internal 
control structure that, in our judgment, could adversely affect the entity's ability to record, 
process, summarize and report financial data consistent with the assertions of manage- 
ment in the financial statements. 

Compliance with laws, regu!ations, contracts and grant agreements spplicabl'ft to Kenergy 
Carp. is the responsibility of Kenergy Cop's marfagement, As part of obtaining 
reasonable assurance about whether the financial statements are free of material 
misstatement, we will perform tests of Kenergy Corp.'s compliance with certain provisions 
of laws, regulations, contracts and grants. However, t he  objective of our audit will not be  to 
provide an opinion on overall compliance with-such provisions, and we will not express 
such an opinion. 

. 

Oui  procedures will include tests of documentary evidence supporting the transactions 
recorded in the  accounts, and may include tests of the  physical existence of' inventories, 
and direct confirmation of' receivables and certain other assets  and liabilities by 
correspondence with selected individuals, creditors, and financial institutions. We will 
request written representations from your attorneys as part of the engagement, and they 
may bill you for responding to this inquiry. At the  conclusion of our audit, we will also 
request certain written representations from you about the  financial statements and related 
matters. 
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, <  ~. ' ' .  . I 1 , ..An audit includes examining, on a test basis, evidence supporting'the.amount~ and . 
I 

'. 
' disclosures in the financial statements; therefore, our audit will involve judgment about the 

number of transactions to be examined and the areas to be tested. Ako, we.will plan'and 
. perform the audit to obtain reasonable assurance about whether the financial statements 

are free of materia!, misstatement. However, because of the concept of reasonable 
assuranm and because we Will not perform a detailed examination of ail transactions, . 

there is a' risk that material errors, irregulafitks or illegal acts, including fraud or. . 
defalcations may exist and not be  detected by us. We will advige you, however, of any 
matters of that nature that come to our attention unless they are clearly inconsequential. 

, .  

. .  

. 

. .  

Our responsibility as auditors are Iimited to the period covered by 'ow audit and does not. ' 

extend to matters that might arise during any later periods for which we are not engaged as 
auditors. 

' . 

We understand that you wilf provide us  with the basic infomation required for our audit .k 
and that you are  responsible for the accuracy and completeness of that information. We 
will advise you about appropriate accounting principles and their application and will assist 
.in the preparation of your financial statements, however, the responsibility remains with yqu .e 

for the financial statements. This responsibjiity includes the maintenance of adequafe 
records and related internal control structure policies and procedures, the selection and 
.application of accounting principles, and the safeguarding of assets. 

, . 

. 

. 

Kenergy Corp. and N e d ,  Crafton E: Phillips, LLP, acknowledge that the audit is tieing 
performed and the auditors'. report, report on compliance and intemaf control over financial 
reporting, and management letter will be issued in order to enable Kenergy Corp. to comply . 
with the provisions of the RUS's secufity instrument. 

Kenergy Corp. and N e l ,  Crafton Phillips, LLP acknowledge that the RUS will cohsider 
Kenetgy Gorp. to be in violation of its security instrument with R U S  if Kenergy Corp. fails to 
have an audit performed and documented in accordance with Generally Accepted 
Government Auditing. Standards. 

' 

We will document the audit work performed in accordance with generally accepted 
governmental auditing standards, the professional standards of the  American Institute of 
Certified Public Accountants. 

We wilf make all audit related documents inducting auditors' reports, working papers, and 
management letters available to the RUS or other regulatory agencies, upon request and 
permit the photocopying of at! audit related documents. Ai1 working papers and related 
information wilt be stored at 300 First  Street Henderson, Kentucky 4241 9. 

We will follow the requirements of reporting fraud and illegal acts as'outlined in 1773.9 
We will report all audit findings to the board of directors as required by 1773.3 

!- 

The auditors' report, report on compliance and internal controls over financial reporting, 
and management letter with copies for transmitta-1 to the RUS, and supplemental lenders, if 
applicable, will be submitted to Kenergy Cop 's  board of directors within 120 days as of the 
audit date. . .  
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. .  

. We understand that your staff will type all cash or other confirmations we request and will 
locate any invoices selected by us for testing, 

Our audit is not specifically designed and cannot be relied on to disctose reportable 
conditions, that is, significant deficiencies in t he  design or operatidn of the internal control 
structure, However, during the audit, if we become aware of such reportable conditions or 
ways that we believe management practices can be improved, we wiii communicate them 
to you in a separate letter. 

Our fee for this audit will be as folfows for each year; $1 9,409.00 for 2007, $20,230.00 for 
2008, and $Zl,Qao.OO for 2009. Any additional work required tci prepare the books for. 
audit will be billed separately at  our standard haurly rates, and we will discussthis with the’ 
audit committee prior to the issuance of a change order. 

. 

We appreciate the opportunity to serve Kenergy Corp. and believe this letter accurately .. . 
summarizes the significant terms of our engagement. If you have any questions, please let 
us know. If you agree with the terms of our engagement as described in this tetter, please . 
sign the enclosed copy and return it to us. This letter wilt continue in effect until canceled ”- 

by either pa*. 

Very truly yours, 

Partner 
Ned, Crafton & Phillips LLP 

RESPONSE: 
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s s o c i a t e s ,  LL 
Cert i f ied Public Accountants  e Business  Consu l t an t s  

Ridw.rr  E. Mirchell, CPA 

S. hkrrrin MSElroy, ]re, CP.4 

December 8,201 0 

Mr. Keilh Ellis, Vicc President of Human Resources 
Kcnergy Corp Savings and Retirement Plan 
Kenergy Corp 
3 1 11 Fairview Drive 
Owensboro, Kentucky 42302- 13 89 

Dcar Mr. Ellis: 

We are pleased to confirm our understanding of the services we are to provide for Kenergy Corp 
Savings and Rctirernent Plan for the years ended December 3 1,20 10 and 2009 in connection with 
its annual reporting obligation under the Employee Retirement Tncomc Security Act of 1974 
(ENS A). 

Except as described below, we will audit the financial statements (statement of net assets available 
for benefits) of Kenergy Corp Savings and Retirement Plan (the Plan) as of December 3 1,201 0 and 
2009 and the related statement of changes in net assets available for benefits for the ycars then 
ended. Also, thc following supplemental schedules accompanying the basic financial statements, 
as applicable, will be subjected to the auditing procedures applied in our audit of the financial 
statements: c 

I .  Assets (Held at End of Year) and Assets (Acquired and Disposed of Within Year). 

2. Loans or Fixed Income Obligations in Default or Classified as Uncollectible, 

3- Lcaqes in Default or Classified as Uncollectible. 

4. Reportable Transactions. 

5. Nonexempt Transactions. 

These financial statements and supplemental schedules are required by the Department of Labor’s 
. (DOL) Rules and Regulations for Reporting and Disclosure under ElUSA to bc filed with Form 

5500. 

I 
P.0. Bux 2 5 5 ,  Hcndcrson, K Y  42419-0255 Phone 270-827-5828 - Fax 270-830-7500 Email:  rrr~ituhcll@~~~cclro~mitcl~cll.co~n 

P . O .  B o x  528, MorgnnTicld, K Y  42437-0528 Phonc 270 389-1 2 3 9  * Fax 270-389-4662  * Email:  m m c r l r o y _ m r n a ~ , ~ ~ , b c l l s o i ~ t h  nct 
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Audit Objectives 

Our audit will be conducted in accordance with auditing standards generally accepted in the United 
States of America except that, as permitted by Regulation 2520.103-8 of the DOL’S Rules and 
Regulations for Reporting and Disclosure under ERISA and as instructed by you, wc will not 
perform any auditing procedures with respect to information prepared and certificd to by 
Transamerica Financial Tife Insurance Company, Inc., the trustee, in accordance with DOL 
Regulation 2520.1 03-5, other than comparing the information with the related information included 
in the financial statements and supplemental schedules. Because of the significance of the 
information that we will not audit, we will not express an opinion on the financial statcments and 
supplemental schedules taken as a whole. The form and content of thc information included in the 
financial statements and schedules, other than that derived from the information certilied to by the 
trustee, will be audited by us in accordance with auditing standards generaIly acceptcd in the United 
States of America, and will be subjected to tests of your accounting records and other procedurcs we 
consider iiccessary to enable us to express an opinion that they are presented in compliance with the 
DOL’S Rules and Regulations for Reporting and Disclosurc under ERISA. Tf for any reason we arc 
unablc to complete the engagement, we will not issue a report on this engagement. 

Audit Procedures 

Our procedures will include tests of documentary evidence supporting the transactions recorded in 
the accounts and direct confirmation of investments except those certified to by the trustee, and 
certain other asscts and liabilities by correspondence with financial institutions and other third 
parties. We will also request written rcpresentations from your attorneys as part of the engagement, 
and they may bill you for responding to this inquiry. At the conclusion of our audit, we wilI rcquire 
certain written representations from you about the financial statements and related matters. 

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in thc 
financial statements; thereforc, our audit will involve judgment about the number of transactions to 
be examined and the arcas to be tested, except that assets and related transactions certified to by the 
trustee will not be tested. We will plan and perform the audit to obtain reasonable assurance about 
whcther the iitinancial statements are free of material misstatement, whether from (1) errors, (2) 
fraudulent financial reporting, (3) tnhappropriation of assets or (4) violations of laws or 
governmental regulations, including prohibited transactions with parties in interest or other 
violations of ERISA rules and regulations, that are attributable to thc plan or to acts by management 
or cmployecs acting on behalf of the plan. 

Because an audit is designed to provide rcasonable, but not absolute, assurance and because we will 
not perform a detailed examination ofall transactions, there is arisk that material misstaterncnts may 
cxist and not be detected by us. In addition, an audit is not designed to detect immaterial 
inisstatcments or violations of laws or governmental regulations that do not have a direct and 
material effect on the financial statements. However, we will inform you of any material errors that 
come to our attention, and we will inform you of any fraudulent financial reporting or 
misappropriation of assets that comes to our attention. We wiil also inform you of any violations 
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or laws or governmental rcgulations that corne to our attention, unless clcarly inconsequential and 
will iiiclude prohibited transactions in the supplemcntal schedulc of noiiexcmpt transactions as 
required to the instructions to Fonn 5500. Our responsibility as auditors is limited to thc period 
covered by our audit aiid docs not extend to any later periods for which we arc not engagcd as 
auditors. 

~ 

Except as describcd in the sceond paragraph, our audit will include obtaining an undcrstanding of 
the plan and ils cnvironinent, including internal control sufficient to assess the risks of material 
niisstotcmcnt ol'the financial statcmciits and to dcsign the nature, timing, and extcnt of further audit 
procedures. An audit is not designed to provide assurance on the internal control or lo identitj) 
deficiencies in internal control. IIowever, during the audit, we will cotntnunicate to you and thosc 
charged with governance internal control related mattcrs that arc rcquired to bc communicated undcr 
professional standards. 

We may from time to time, and depending on the circumstances, usc third-party service providers 
in scrving your account. We may .share confidential information about you with thesc service 
providers, hut rcmain committed to maintaining the confidentiality and sccurity of your information. 
Accordingly, we maintain internal policies, procedures, and safcguards to protect the confidentiality 
ofpour personal inforniation. rn addition, we will secure confidentiality agrccments with all service 
providers to maintain the confidentiality ofyour information and we will lake reasonablc precautions 
to deternine that they have appropriate procedures in placc to prevcnt the unauthorized release of 
your confidential infor~nation to othcrs. I n  the cvent that we are unable to sccurc an appropriate 
confidcntitllity agrcement, you will bc asked to provide your consent prior to the sharing of your 
confidential information with the third-party service providcr. Furthcnnore. we will rctnain 
responsible for the work provided by any such third-party servicc providers. 

I n  addition, wc will perform certain procedurcs directed at considering the Plan's compliance with 
applicable Internal Revenuc Service (IKS) requirernents for tax excnipt status and ERISA plan 
quali licalion requircments. However, you should understand that our audit is not specifically 
designed for and should not be relied upon to disclosc niattcrs affecting plan qualifications or 
coinpliance with the ERISA and IRS requircments. If during thc audit we become aware of any 
instanccs of nny such matters or ways in which management practices can be improved. we will 
communicate them to you. 

Management Responsibilities 

You are responsible for making all nianagcment decisions and performing all managcment functions; 
for designating an individual with suitable skill, knowledge, or experience to oversce any 
hookltccping, actuarial. or any other nonattest services we providc; and for cvaluating the adequacy 
and results ol' thosc services and acccptiiig responsibility Tor them. 

Ynu arc rcsponsible forestablishingand maintaining intcnial controls, including monitoringongoing ' 

activities; for the sclcciion and application of accounting principles; for establishing an accounting 
and financial repoi-tingprocess for dctemiining fair value measurements; and for thc fair presciitation 
in the financial statements ofthe net assets available for benefits and changes in net assets available 
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lor bencfits of tkc plan in corifhrniity with U.S. gcncrally acceptcd accounting principlcs. You are 
rcsponsible for making all financial rccords and rclatcd information ayiilable to us and for thc 
accuracy and coniplcteness of h t  information, including the coniplctcness and accuracy of the 
certification by thc trustee. Yourrcsponsibilitics include adjusting thc financial statcmcnts to corrcct 
material misstatements and Cor confirming to us in the management reprcscntatiou lcttcr that the 
cl'fccts oi any uncorrcctcd misstatcmcnts aggregatcd by us during thc currcnt engagement and 
pertaining to thc latest period prcserited are immaterial, both individually and in the aggrcgatc, to the 
financial statcinents taken as a whole. 

You are rcspoiisible for the design and iniplemcntation ol' programs and controls to prcvcnt and 
dctcct frtii~d~ arid for informing us about all known or suspected fraud affecting thc plan involving 
(1)  plan inanagcmcnk! (2) employees who have significant roles in intcrnal control, and.(3) others 
wherc the fraud could have a inatcrial effect on tlie financial statctncnts. Your rcsponsibilitics 
include infomiing us of your knowledge of,*any at legations of fraud or suspccted fraud aVkctiiig thc 
plan receivcd in communications from employccs, lormer cniployees, regulators, or others. In 
addition, you are also rcsponsible for idcnti fying and cnsuring that the plan complies with applicable 
laws and rcgulations. 

We undcrstand that your personncl wii I preparc schedules and analyses and type all confirmations 
we requcst and will locate any invoiccs or other documents sclccted by LIS for t.csting. 

Administration, FCCS, and Other 

'1 he audit documentation for th is cngageinent are the propcrty oTMcElroy. Mitchell & Associatcs, 
I ,I .P and constitute confidential infonilation. I'lowcver, we may be requcsted to makc certain audit 
documentation available to the LIS. Dcpartnient of 1,abor pursuant to authority givcn lo it by law. 
Ifrequcsted, access to such audit documcntation will hc provided under tlie supersision o f  McElroy. 
Mitchell & Associates, LLP personnel. Furthermore, upon request, we niay providc copics of 
selecled audit documcntation to the U S .  Department of Labor: The U.S. Ikpartmcnt of I,abor may 
intend, or dccidc, to distribute the copies or inf'ormation contained therein to others. inclutling othcr 
govcrnmental agcncies. 

Our firm. as wcll as other accounling firms, participates in the AICPA's pccr review program 
covering our audit and accounting practices. Under this program, our system of'quality control i s  
sub-jectcd to a pccr review by a team of ceilificd public accountants approvcd by the state 
adrninistcring entity. As part of this peer rcview, the tcam will revicw a satnplc of our work. I t  is 
possible that the work we perrorm for you may be sclectcd for their rcview. If' it is, thc tcam i s  
bound by professional standards to keep all information confidcntial. 

Robert E. Mitchcll, CI'A i s  the engagcment partner and is responsible fhr supervising the 
cngiigemcnt and signing thc rcport or autliorizing another individual to sign it. We expect to begin 
our audit on August 1,20 I I ,  and to issue our report by October 15.20 1 I , As you haw instructed, 
our cngagemcnt does no1 includc preparation of the I'lan's Fonn 5500. 
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The AICPA's Audil and Accounting Guide, Ktvployce Rencfit Pltms, rcquires that. before an 
auditor's report on the Plan's financial statenicnts can be included with a filed Form 5500 (including 
any rclated schedulcs), the auditor must review the Form 5500 and consider whether thcrc are any 
material inconsistencics between thc other intormation in thc fonii and thc audi tecl linancial 
slatcments (including the rcquired supplementaI schcdutcs) or any matcrial inisstarcnicnt ol fact. 
We will, therefore, not issue our auditor's report until the completed Fortn 5500 has been provided 
fcw our rcview. 

- 
I 

We estimate that our fees for thcsc services will be $6,950 for the audit. You will also bc billed for 
travel and other out-or-pockct costs such as report production, word processing, postagc, etc, 'The 
fee estimate is bascd on anticipated coopcration fiwn your personnel and the assumption that 
unespectcd circumstanccs will not bc cncountered during the audit. If signi ficant addilional time 
is necessary, we will discuss i t  with you and airivc at (z new fcc estimatc hcfnrc we incur the 
additional costs. Our invoiccs for thcsc fees will hc rcndei-ed each month as work progresses and 
are payable ubon presentation. In accordance with our tirni policies. work may be suspended if your 
account hcconies 45 days or more overdue and will not be rcsuniecl until your account i s  paid in lull. 
I t  we clccl to terminatc our services for nonpaymcnt, our engagernent will he deemed to havc been 
completed upon written notification of tcmiiiiation cven il'we have not coinplctcd our report. You 
will be obligated to coinpcnsate us for all time expcndcd and to reimburse us for all out-of-pockct 
cspendi tures through  he datc of termination. 

We appreciate the opportunity to he of service to Keiiergy C h r p  and believe this lettcr accurately 
suininarizcs the significant tcrnis ofour etigagcment. I fyou havc any qucstions. pleasc let 11s know. 
If you agrcc with the tcrms of our engagement as described in this letter. please sign thc enclosed 
copy and return it to us. 

Sincerely, .4 

V L f k r  IK-;w* k>S& / Y f f  
McElroy, Mitchell Rr, Associates, LLI' 

This lcttcr correctly sets forth the understanding of Kcncrgy Corp Savings and I<cliremcnt I'lan. 

- 
I'lnn Administrator 

- 
Datc 
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July 7 ,  20 I O  

Mr. Kcilh Ellis, Vice Presidcnl of 1 Iuman Resources 
Kcncrgy Corp S:ivings a n d  Rctircnient Plan 

3 I 1 I F:aii.view Drivc 
Kencrgy .carp 

Owensboro. Kelltlicky 42302- 1389 

We arc plcased to confinn oiir unclerstanding of thc services wc are lo provide for Kcnur-gy Gorp 
Savings and Kctir*cmcnt Plan lor the years cnded L3ecernher 3 1,2009 and 2008 in conncction with 
its annunl reporting obligation under .the Employee Rctircmenl Income Sccurity Act or I974 
(ERISA). 

Except as descrihcd below, we will nudit the financial stat.emcnts (slatcment ol' nct assets availuhlc 
for bcnefils) oFKcnergy Corp Savings and Retirerncnt P l m  (the Plan) ais of Dccelnbcr 3 I .  2000 iIl1d 
2008 and the relatcd sl~itci-ncnt of changcs in nct assets availnblc for hcnefirs for ihe years Ihcn 
cndcd. Also, thc I'ollowing suppleincnlal schcdules :tccornpanying the basic l.in;lncid st:iteiiicnts, 
a s  applicable, will  he'sub.jectcci 10 thc auditing proccdurcs applied i n  our audit or thc Iinanci;il 
st :tlcmen 1 s : # 

I .  Asscts (,€lcld at End ot' Year) and Assets (Acquired and Dispc.)scd 01' With in  Yc:tI). 

2. In)ans or Fixed Income Obligations in Defilclll or Classified as 1.Jncollectiblc.. 

3. I ct';lsc.s in Dcfault or Classified as Uncollcctihlc. 

4. Kcpctrtuhlc Transactions. 

5.  Nonexempt 'l'ratisuci.ions. 

'rhcsc financial slaiements and supplemental schcdulcs arc required by thc Lleparimeni (if  Idalm*'s 
(DOL.) Kulcs arid Kcguhlions tor Reportiny and Disclosure under ERISA it) he hlecl wi th  Form 
5 500. 



A ud it f 11) j ec ti ves 

Our audit wil l hc conducted i n  accordance with auditing standards gcnerally ncccytcd In the IJniterl 
Status of America exccpt that, 3s peimittcd by Kegulation 2520.103-8 ut' thc IIOL's liulcs and 
Kcgiilations liv Kcporting and Disclosure undcr ERlSA and as instructed hy yon, we will w.N 

' pcrforni uiiy nudi ling procedurcs with respect LO infortnation prkparctl and cerli Ficcl to hy 
Transanwic;i Financial 1,ife Insurance Company, Inc., the trustee, ill ;iccord:iric:c wii h 001, 
I2cgul;ition 252O.IO3-5, other than cotnparing the infcirnialion with the 1-dated inlortnation includcri 
in thc fin;incial statements and supplerncntal schcdules. I3ccausc 01' thc sigrlificancc ol' the 
inl'ormation Ilia1 we will no t  itudit, we will not express an opinion on the financial sl:rlemenls ;und 
supplenicnlal schedules taken as a wholc. The for,rn and content ol' Ihc inloim;i~ion included iii thc 
l'iniil1ciiil statements tind scheclulcs, other than that clerivcd from thc infomution cci-tificd to ky fhc 
trustcc, will bc iiuditctl by us in iiccordiince with auditing standards gcnerally ucccpted in  ttic Unitcd 
Statcs (.~IAmcricai, and wi I I  be subjected to tcsts of your accounting records ;ind othcr proccdurcs we' 
consider neccssary to cnablc us to express an opinion that they tirc prcscntcd in compliance with the 
DOL'S Rules and Kcgulurions for Reporting and Disclosure uiider ERISA. 11' 1'or any ~ C L ~ S O I I  wc arc 
un;ihle to coniplcic thc cngagcment. we will not issuc a report on this cnp, wmcnt. . 

-. 

Andi t l'rocedu res 

O u r  ~"at:cdur-cs wil l  includc tests of docuinentary cvidciice supporting the transaictions recorded in 
tlic :iccounls and dircct confirmalion of investmenls cxccpt those certified to by Ihc trustee, arid 
ceitain othcr iissets and liahilities by correspondence. with financial inslilul.ions ant1 olhcr third 
pxties. We will itis0 recluest written reprcsentations from your attorneys as par1 of' Uic cngqgeincnt, 
i\nd they may hi\\ you fur responding to this inquiry. At the conclusion of our  audit. wc: wil l  rcquirc 
certain wiirtcn r C p r ~ S ~ J l l i l ~ i ~ I l s ~ f r ~ ~ l l l  you about the financial stateinerits and related nuiters. 

hi ;iudit includcs cxaniining, on a test basis. evidence supporting thc anwunis and disclosurrs iri ihc 
finaiic.ial st;itcrncnls; Ihercl'ore, our audit will involve.judgmeiit about thc numhcr o1'trans;ictrons 10 
bc cxaininccl and the arc.;is to bc teslcd. cxcept that assets arid related transactions cci-tilictl to by thc 
II-USICC will n o t  bc icsted. Wc will plan and pexform the audit tu olmin reasonable xsufiince ;ibout 
whclhcr thc I'inancial statcmcnts arc Jrcc of' mnte.rial misstatement, whethcr I'roin ( 1 j cmrs ,  (2) 
I'raudulcnt financial rcporting, ( 3 )  misappropriaiion of assets or (4) violarions of' laws o r  

..a co veinnicn tal rcgulalions. i nc I uding prohibited tntnsaaions with part ics 1 n inlcl-est or (1 t he.r 
violations of' ERISA rulcs and re.gulations. thal arc attributable t~ Ihc pl;in o r  to acts h y  rnannpn1cnr 
or eiiiphyecs uctiJig on behalf of Itit! plan. 

Because iln atrclit i s  designed to provide reasonnblc, but not  absolute, assur'ancc iind hccitusc LVC will 
irot  perform ii dct:iiled examination ol'all transactions, rhere is il risk th;it inalcrial misstaterncrlls may 
exist imd not be detected Iy us. In  addition, an audit is not dcsigried i t )  dctect irnmaicr.i;il 
niissl;tlcments or  violations of laws or governnxntaf reguliltions Lhat do  not havc ;I direct and 
mwrid cflecl on the financial staternenis. f-Iowever, 'LVC will inform you of any matcrial errors ihnt 
comc to our attcntion, and wc will infctnn you of any I'ri~uduleI~t I'in;kncial reporling or 
riiisapi7roi)rI"tion of' asscls that corncs to our riitcnlion. We will also inlbrrn y ~ u  of any \/iol:iiions 
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01' laws or governineiitd regulittions that come to ( y r  attention, unless clearly inconsequcnlirtl and 
will include prohihitcci Il-ansitctions in the supplemental schedulc of noiiexempt Lransaclioris as 
required 10 the instructions lo For111 5500. Our responsibility as auditors is lhmitcti 10 thc pcriod 
covered hy our audit and docs not cxrenci to any latcr periods for which wc are not cngsigcd ;IS 

d i t  ors. 

/--- 

Iiscepr as dcscribcd i n  thc second pmgfiiph, our audit will inclticle obtaining ari undcrhtanding of' 
the plan arid i ts  environmc.nl, including internal control sufficient to asscs:; thc risks ol' nialc~rial 
r n i ~ ~ t ~ t t ~ m c ~ ~ t  of tiic rinaricial statements and to design thc naturc, timing, and c.xicnt of' I'urthcr' audil 
proce.cturcs. ,411 audit. is not desigricd to provide assurance on the intc171irl control or io irlenti l'y 
deficiencies in inletnd ccmlrol . I-Iowevcr, during thc audit, wc will cominunicatc lo you itn(l t how 
chargcd with governtincc inrcrnal control rclil~edm;ltt,ers that itre rcqui red to f~cconimiinicatctl uncicr 
pi-dcssioiial st,andards. 

Wc niay from time to time, and depending on the circurnstanccs, USC third-piilly xi-vicc providers 
in serving your account. Wc niay shitre conficlcntial idol-iiiattioii ahout you with thcsc scrvicc 
providers, hul i w i a i  n commit tcd to maintaining the con fideiiti a1 i ly and sccuri tj. of' your i 11 lormitt ion. 
Accordingly, wc maintain i ntcrnal policies, jmccddures, ;ind safcguards 10 protcct thc con l'itlknti a1 i I y 
of' your personal inlormation. In ;iddjtion, we will sectire conlidcnti;ility ugrecmcnts with dl servicc: 
prwicicrs 10 rnairitain the confidcnriality of)foiirinf~rm~ilion and wc will take rcrtsunable jmccautions 
lo dckrmiric thar [hcy have  appropriate proccdurts in pl;tcc to prcvent llie un;iutlioi-imi rclcasc ol' 
your tronf'itientiril infomwtion to othcrs. In the event t.hat wc are unuhle 1.0 sccuro an approprh~e 
conf'idcnt.iality agreenicnt, you will bc ijskcd to prosidc your consent prior Lo thc sharing of' your 
conl'idantial inl'ormatjon with the rhird-pxty scrvicc . providcr. Fui~J~crnio~~c, wc wi I I  remain 
r-esponsihlc for die work provided hy any such lhird-party sel-vjcc providcrs. 

i n  ndditiort, wc will perform ccrt:iin procedures dirccted considc.ring the. Hiin's coinp1i:ini.x with 
:tppiicublc Jnterniil Kcvcnuc Servicc (IKS) requiierncnts fix- tux cxenipt status and IIKtSA plan 
yualificution I-cquircnicnIs. t lowevcr, you sh,oiild understand lhal our audit is not q x c i  llcally 
dcsigncd iilr and should  no^ bc rclicd upon to disclose matters rtffccting plan qu;ilifications or 
cornp1i:incc wi th  the ERISA and IRS requirements. It' during the audil wc become :iw;irc of ;my 
instmccs 01' any such inatrers or ways i n  which nianagcmcnt practices can be I mprovccl, we will 
ccmiiiiuniC:;tlc ~Iiciii to you. 

Mmagemcnt Ihponsibiti tics 

You are responsible for niaking all m:tnage.ment dccisions and pcrformirig all rnanagcment t'iinclicsris; 
for dcsignilting an individual with si~ittlble skill, knowledge, or expcricncc Io ovci-set: any 
Im)k.liccping. a c t t ~ i a l ,  or any othcr' nonattcst scrvices w e  provide; itnd lorevalualing thc uduquacy 
iuid Iesults 01' those scrvices and accepting rcsponsibi I I ty for ttiem. 

You are rcsponsi blc. for est.:iblishing and niainlaining i ntci-na! con1 rids, including moni roil ng ongoing 
activities: I'or rhe scicction and application of accounting principles; for cstahlishirtg ail accounting 
and linilncial rcpoitinp process fnrdclerrnini ng fair valuc measurcmcnts; and for the t i i t .  present;ttinn 
in thc l'iniincial statemcnts of'thc net assets availablc for bcnefiis and ch;ingcs in nvt asscis rtvailal-,Ic 
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for hcncfits ctf the plun i n  conl'wniity with U.S. generally ;icccpted accounr.inp principlcs. You are 
rcsponsihlc lor miking ;ill l'inuncial records and rclated information rivailablc to us and !'or llic 
;icc:ur;icy arid complereness oc' that inf'orin:ition, including the cc.)mplctcncss i i n d  ;iccttracy of t he  
ccrtil'icidion by thc Irustcc. Youi.r.esponsihilitics include ad.iusting thc finnncial st:ltcrz'lenls lo corrcct 
n~ai.crinl iiiisslatcrncnts iind for confirming to LIS i n  the management rcsprcscntz[ion Icttcr th;rl 1 he 
effects oi ;11i9 uncorrcctccl rnisstatcmcnts aggregated by us during the currcnt cngagcnicnt and 
pc"i~ir~irlg 11.) tlic latcst pcriod prescntctl arcinimaterial, holh individually iind i n  the ;iggrcgiuc., to tltc. ' 

lin;inci;d s~atcrricnts tnkeii :IS ii wliole. 

~ 

I 

You :ire responsihlc for thc dcsign end implementution of' programs and controls to Iwcsenl and 
clcrcct fraud, and for int'oriiiing us about all known or suspcctcd I'raud affecting the plan involving 
( 1 )  p h n  iwinagcnient, (2) employees who havc signilicant rolcs in  internal conlnd. m i  (3 ) others 
wltcr~: the fraiid cc.)uId hiivc a mutcrial effect on t.hc financial slatcments. Your rc.spokihililies 
include informing tis of' your  knowlcdgc of iiny a1icgatic)ns of' fraud o r  suspected f i ~ l  at'f'ccting 1 tic 
plan rcocived i n  coniniunici.~tior~s from employees, formcr employecs. rcgulatoi'~, or oihcrs. In 
;Iclditiim, you arc irlso rcsponsihle for idcnli fying and ensuring that thc p h i  coi~iplius with ;ipplicahlc. 
I X W S  ilnd rcgulatims. 

Wc l~~id~isI.;tnd ~har your pcrsonnel wil l  IXCJP"rt: scheciulcs :ind anulyscs w c l  typc nll conI.irm:itions 
we rcclticst and will locilte any invoiccs or othcr documents sclcctcd f)y us for tcsting. 

Adniinislration, I'ecs, and Wher 

'I'hc audit di)ciimcniation for Lhis cngagement arc the propcrty of McEIroy, Mirchc.Il Csr ASS~CILI(.CS, 
LLP :lllti constitute confidcntiiil infomalion. I lowever. wc r l l i t y  IIC rcquestcd to malic ccrtnin : u I i t .  
ilouunicntat.ion :ivaiInt.de to rhc US. I>epart mciit of Lnbor pursuant to authort ty gi vcn to I (  by Inw. 
If rcqucstcd, acccss t o  such audit documcntation will 17c provitlecl under the suimvision ol'McF,li~oy, 
Mikhell  & Associatcs. LLP pcrsonncl. Furthermore. upon rcqucst, we may I>rovitlc copies of 
scleclecl audit docuiiwntsiioii to the CJ.S. Dcptrlrncnt of I,ai-mr. The I1.S. T)ep;irtrnciit of' I,uht )r ni;ty 
inrcnd, or decidc, to dist.ril)uie tlic copics or inlormatiori containcd thcrein io othetx, including othei 
govcrnment;il agencies. 

O u r  firm. as ~scll ;is othcr ;iccounting firms, p i~ I i c ipa l c~  in  the Al(lI'h's pccr rcvtew Ivograiii 
covcring OLII' audit and at:counting pl-acticcs. Uridcr this p rqpm,  our systcm of yu;ility control is 
subjccrcct to peer rcvic.w by a tcam of certified public iiccoun tants i t l I l>rOi rCd hy  thc SliiIC 

atiministcrin;! oiiiit.y. A s  part of this pccv review, the tetitii will review ;1 satnplc 01 our  wor-k. I t  is  
possi1ilc ttiiit LJIC work wc pt:rforni for you may ix sciectcc~ for tlicir revic.w. ~f it is, the tcani is 
bound by prolssion:il standnrcls to lcecp all informution confidential. 

Rohcri E. h4i~chcll. CI:'A is f hc cngagcmcnt parmcr aiid is rcsponsihfc tor- supervising thc 
engngemcrtt and signing the report or nutfiorizing anothcr individual I O  sign i r .  Wc cxpect to hegirl 
our  audit on  July 30,2010, and lo issue our  report by October 15: 201 0. As you have instrt~ct.cd, our 
cnga~cmcnt tIvcs niit iiicliidc prcpalriion of the I'lan's Form 55(10. . 
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'The A1C:PA's Rudi t and Accounting (iiiicic, IirizpZoy.~~ Bm(1/7f Plum, rquircs that, heforc an 
;iudilor's rcepot-t 011 the Phi 's  finincia1 statcments can hc included wi th  ii l'ilcd Fc,m 5500 (,including 
any related schetlulcs), the nudilor must review thc Form 5500 and consider whethcr I tiere are ;my 
matcrial inconsislcncies txluceii the other inl'orm~ttion in the form and thc :iuditcd f'i1i;tnciiiI 
slitlcmcnts (including ~ h c  required supplcmen[al schcdulcs) or any material misst:rteiiicnt of f'aci.. 
We wi 11, tlicrcforc, not issuc our  auditor's icport unti I the completccl Form 5500  has Ixcn pr~~v~clcc l  
Tor ow rwicw. 

~ 

I 

. 

Wc csliniale. h 1 t  our  fecs liw lhcsc scrviccs will he $6.750 Tor ihc audil. You will illso he hillccl for 
(r-avcl and othcr out-ol-pocket costs such ;is rccpoi-l Iiimduction, word pruccssirrg, pcistagc, etc. 'Ilic 
fet cstiniatc i s  hriscd on antigipaul cooperation I'rorn your  pcrsonnel and thc rrsxumptioii h i  
unex pcctcd ci  rcumslanccs wi 1 I not hc encc~~unterc(1 cluri ng thc aurli I. If si gni tic:in L itddit Ionul t iiiic 
is necessary, W(I w i l l  disc.uss it with you and ;tirive a1 it ricw fec estiinatc: heforc wc incur the 
additional costs. Our invoiccs for lhcsc fees will be rcndercd euch month LIS work pi~~)grcsscs and 
are pay~thle upon presentah.  I n  accordance with our firm policics. work may hc suspcntled il' yotrr 
account hcc.omcs 45 days or molt ovcrduc and will not hc 1-csumcd unti l  yo111 accoiinl is  13ititi i n  l'ull. 
1.1' we clCct to (enninate our services I'ot- nonpaymcnt. ow engaspnent will bc clccrnerl to have hcen 
conipletcd upon wriitcn notificarion of tct-niination evcn if wc huvc not cornplelcd o ~ i r  r q o r l .  Y o i i  

will hc oldigzltccl to compcnsatc us for all linic expcndcd and to i~ciiItbursc 11s lor all o u t  of-poctict 
cxpcntliturcs through ~ h c  &IC 01. tcrrnination. 

S i nccrc 1 y , , 

This Icltcr correctly scls I'oilh the unt1ersranding of Kcncrgy Cor-p Savings m l  I-klircnicn~ I ' h .  
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December 17,2010 

Steve Thompson 
Kenergy Corp. 
P.O. Box 1389 
Owensboro, KY 42303 

Dear Steve: 

I appreciate the opportunity to assist Kenergy with a rate case in 201 I. As 
we discussed, Kenergy is planning to file a general and flow through rate case 
with the KPSC on or about March 1, 2011. To meet the deadlines for public 
notice and filing, the Kenergy Board will be asked to approve the proposed rates 
on February 8, 201 1. Therefore, the bulk of the work will need to be completed in 
December 201 0 and January 201 1. 

With our knowledge of Kenergy and having prepared Kenergy’s latest cost 
of service studies, JDG Consulting can efficiently update the cost of service 
allowing us to devote the maximum time to rate design. Over 30 years of 
experience, I have developed or studied numerous rates and pricing strategies 
for electric cooperatives, including time of use, interruptible, real time pricing, off- 
peak, coincident peak and economic development to name some. My associate, 
Chris Miranda, has similar experience in his 4 8 years in the industry. 

For a distribution cooperative, understanding the cost and pricing 
structures of the G&T is integral to the ability to create effective retail rates, 
especially those that involve innovative pricing structures. In Kenergy’s case, the 
cost structure of Big Rivers has changed significantly due to the unwind 
transaction. However, it appears that Big Rivers will not be proposing any radical 
changes in rate designs at this time. The key changes, other than the increase in 
the overall rate level, will be a switch to system coincident billing demand (“CP”) 
and some level of adjustment to the demand and energy tilt of the rate. No other 
consultant is more familiar with both the existing Big Rivers cost structure and the 
changes in cost structure that are proposed. We therefore understand Big Rivers’ 
rates and the costs that drive them. We are uniquely positioned to offer Kenergy 

( the best advice regarding its retail rates. 

In addition, we know the history with KIUC and the cost issues associated 
with the direct serve customers, including the smelters. We are familiar with how 
Kenergy tracks costs assignable to the direct serve classes. We also know what 

Specializing in Utility Rates & Financial Services 
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I 

revenues need to be normalized due to the rate changes that were effective 
through 201 0. The scope of work should include the following: 

I. 
2. 
3. 
4. 
5. 
6. 
7. 

8. 

Revenue and power cost normalization and pro forma adjustments. 
Assist Kenergy with other accounting adjustments. 
Cost of Service Study. 
Assist Kenergy with the determination of overall revenue requirements. 
Rate design and development. 
Work sessions with Kenergy Staff. 
Board presentations as requested. Preparation of direct testimony and 
rate case exhibits. 
Regulatory Support 
a. Review intervener testimony 
b. Prepare and respond to interrogatories 
c. Attend PSC meetings and conferences 
d. Hearing support 
e. Rebuttal testimony 

The estimated cost of tasks 1-4 is $6,500 to $8,500. The rate design 
effort, and therefore its cost, will depend upon the number and types of new rates 
that Kenergy would like to consider. However, to help your evaluation you can 
assume that making adjustments to the existing rates to produce the desired 
revenue distribution will cost approximately $2,000 to $2,500 depending upon the 
number of iterations requested. Meetings a t  Kenergy, including work sessions or 
Board presentations, will be $1,520 per day plus expenses. Telephonic meetings 
will be billed hourly. Preparing direct testimony and exhibits will cost 
approximately $3,500. Regulatory support cann6t be reasonably estimated 
because the extent of items 9(a)-9(e) cannot be predicted. 

Our hourly rates are: 

Jack D. Gaines $1 90.00 per hour 
Chris Miranda $125.00 per hour 

Most importantly, we have the broad experience and local knowledge to 
provide Kenergy with h e  best possible advice concerning retail rate design. We 
will help Kenergy define its objectives and will create rates to meet those 
objectives. 

i 
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We are ready to proceed when you are. As always, I look forward to working with 
you. 

Sincerely yours, 

Jack D. Gaines 
President 
JDG Consulting, LLC 

JDG 

Specializing in Utility Rates & Financial Services 
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November 11,2009 

Mr. Rob Stumph, P.E. 
Manager of Planning and Design 

P.O. Box 18 
Henderson, KY 42419-0018 

Kenergy carp 

A n  S A l C  C o m p a n y  

Upon receipt of authorization fkom Kenergy Corp (KC), R W. Beck, Inc. (R W. Beck) wiU complete the 
tasks as outlined in the Proposal for Consulting Engineering Services dabxi November 2,2009, to assist 
KC with the preparation of a Long-Range Plan and Construction Work Plan. 

R W. Beck will provide the services as described in the PIopOsal mentioned above in accofdaxlce with &e 
pricing strategy detailed in the table below. Please kitid each task required 

$18,700 -4@- 
Optional Con- Wctk Plan 
N o t e d  Price 

Price fw Each Additional Subsbtion ($2,700) 

c 

Services will be pezfonmed under the terrns and conditions of the Professional Services Agreement 
between the Kenergy Corp and R W. Beck, Inc. dated August 27,1999. 

If ~ proposal meets your approval, yon may execute the agreement by &ping in the space provided on 
the next page and retumiug one signed copy to my aaention for our Ipx;oTcIs. We look forward to working 
with you on this project 

Sincerely, 

R W. BECK, INC. 

d&& 
Tn'shia Swayne, E.I.T. 
Project Manager 

TSmw 
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I Nlr. R.ob Stump4 P.E. 
November 11,2009 I 

~ 

I Page2 
l- 

I Authorization 1 
I 

KXNERGY CORP R W. BECK, INC. I 

Siped 
Printed James W. Baster. P.E. 

Vice President 
ice President Engineering Title Utili& Planning and Engheering 

Date November 12, 2009 Date No\-ember 11.2009 
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ervice Company, Ltd. 
9740 McCowans Ferry Rd. 

Versailles, KY 40383 
Phone (859)873-8484 - Fax (859)879-1768 

November 13,2009 

Kenergy Corp. 
P.O. Box 18 
Henderson, KY 42419 

Attn: John Newland 

Dear Sir: 

As of present date our rates are as. follows: 

K. Cosby $38.50 
C. Cosby $26.40 

J. McKinney $49.50 

P. Cameron $38.50 
(Dale Jared) 
J. Eaton $28.60 

L. Carrington $40.00 
A. Carrington $28.60 

C. Vaughn $38.50 
B. Canter $28.60 

J. Cornelius $30.00 

Plus actual per diem charges. Also as of 2009 the rate for vehicle mileage is $0.58 

Thank You. 

John W. McKinney, Sr, 
President 
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August 31*, 2009 

i 

M i  Scott Gentry 
Manager of Technical Services 
Kenergy 
64-02? Old Corydon Road 
Henderson, KY 42419 

Scott: 

Thank you for the opportunity to provide continued telecommunications services for 
Kenergy. 'This proposal includes the implementation of the selected telecommunications 
systm from CBTS. 'I%& revised Scope of Work will include complete Project Management 
and Implementation of the Core Telephone System, Call Center Call Flows and Routing 
Vectors as well as Network Order Management. 

I would like to advise you of the "Scope of Work" associated with this project: 

> Implementation of Selected Services 
9 Core Telecommunications System - Main Lpcation and Remotes 

9 Core Network Orders - Network Service Providers 
> Contact Center Call Flows and Vector Consultation 
> &-Site Support for Conversion 

Project Ivlanagment and Implementation 

Global Telecommunications will utilize three senior level telecomunications consultants for 
this project with Kenergy. The education and experience possessed by the Global 
Telecommications team will maximize the he f i t s  intended for Kenergy for increased 
client productivity and improved customer satisfaction. 

I would like to detail to you the work associated with each of these applications and the 
expected results corresponding to network and systems optimization. 

I 
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Imphmmtation of- Selected S m i c e s  and On- Site Conversion S2ailap0ut 

Global Telecommunications Senior Consultant, Chuck Davis will be assigned as the Lead 
Project Manager for all systems recommended with the award of the telecommunications 
systems contract to CBTS. This process will e n m e  that all areas are addressed for the 
quality installation and Compliance Certification of said systems. 

9 Contract Fulfillment with Selected Vendor - C B S  
9 Initial on-site Project Implementation Meeting with Selected Vendors 

9 Tentatively Scheduled for late July, 2009 
9 Network Services - Implementation and Bandwidth Provjsionhg 

9 Primary Rate Interface (PRI), Direct Inward Dial (DID) and Dial Plan 
P Toll Free (800) Numbers For General Business and Outage Reporking 
9 Alternate Routing/Disaster Recovery Substitute Routes 

9 Hardware Applications and Systems Testing 
k Acceptance of System 

9 Manage Training Applications - Core System and Contact Center (CCE) 

9 Telecommunications Hardware and Contact Center Implementation 

9 On-Site System Conversion Support 

&note Call Flow Design andhalysis  - CC€ 

Global Telecommunications will utilize senior Consultant Kathy Gasper for this portion of 
the project. The familiarity and experience possessed by Kathy r e p d i n g  Call Flows and the 
PORCN[E IVR will maximize the benefits intended for Kenergy for increased client 
productivity and improved customer satisfaction. 

9 
9 
9 

P 
9 
9 
9 

9 
9 
9 

9 

9 
9 
9 
k 

Identdy and Review Inbound Tjxnking Resources for Each Kenergy Location 
Review Current Automatic Call Distribution (ACD) Groups Design 
Review Existing ACD Call Flows Including 

> Queue Parameters 
9 ACD Group Ovaflow Conditions 

, 

Review Current IVR Outage Reporting Application Design 
Review Current After-Hours Call Flows to Include Automated Attendants 
Gather Design Requirments Based on Client Business and Call Center Objectives 
Discuss Automated Attendant Call Flows Required to Support: 
9 Business Hours I 

k After Hours Operational Requirements 
Assist in the Scripting of Automated Atkndant/Queue Announcements 
Discuss the lmpact of CaU Flow Design regarding CCE Reporthg Statistics 
Manage the Consolidation of Local OfEice Listed Directory Numbers (LDNs) to: 

Management Implementation of a New Outage Reporting Toll Free Number that: 

Identify Skills and Agent Skill Assignments 
Identdy DNJS/VDN Requirements for Individual Call Flows 
Assist in Idenbfymg Auxiliary (Am) Work Reason Codes 
Create Visio Documents of the New Sets for Call Flows 

9 Single Automated Attendant Menu Structure 

9 Routes Directly to the IVR Outage Reporting Application 

600 Emerywood Drive, Suite 200, Raleigh, NC 27615 
Telephone 91 9-848-7773 Facsimile 91 9-848-4401 
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Bill Moore - President 
Mr. Moore has distinguished himself in the telecommunications industry by being one of the 
innovative archibxts r epd ing  outsourcing and advanced trends regarding 
telecommunications applications. He has successfully managed multiple account teams for 
the installation of regional and international networks encompassing voice, LAN, WAN, 
IVR, CTI, CRM, E-Commerce Customer Contact Centers, Voice over Internet Protocol (VOP) 
and Video applications. My expertise is furthered by data designs r ega rhg  DS1, DS3, ATM, 
Frame Relay and SONET utilization. 

Cliuck Davis - Senior Consultant 
Chuck is a management consultant associated with Global Telecommications 
Incorporated. His particular strength is in helping clients to articulate clear statements of 
business problems or opportunities and then defining and implementing cost effective 
solutions to address these needs. These skills are applied to both data processing and 
telephony. He can work with clients on the selection and implementation of new hardware, 
software, networking and telephone systems, including call centers. He can also perform 
diagnostic evaluations of existing systems and recommend improvements or solutions for 
problems. Chuck has a proven record of accomplishment of negotiating cost-saving, 
mutually beneficial agreements with vendors. He also has extensive experience 
implementing cabling systems for voice and data. 

Chuck has over 27 years of highly varied information technology experience. He was 
Director of hformation Resources for a $1 biUion rnanufactuning holding company, 
overseeing MIS at all of the subsidmy companies and consulting with them on a wide range 
of strategic and tactical technology and business issues. He guided the subsidiaries through 
hardware and software system selections, introduced new technologies, designed networks, 
and cabling systems for several factories. For five years, Chuck was Vice President of 
Strategic Technology for a multi-billion dollar, privately held conglomerate. He researched, 
evaluated and implemented new hardware, software and technologks and acted as a 
consultant and project manager for both the headquarters and various subsidiaries. 

Kathy Gasper - Senior Call Center Consultant 
Kathy Gasper brings to Global Telecommunications over 18 years of advanced Call Center 
and Customer Relationship Management (CRM) skills in the telecommunications and 
information technology industry. She works diligently with Global clients to optimize their 
current and future Call Center and CRM capabilities. This promotes the efficiency of the Call 
Center as well as nmximkhg the potential for Call Center personnel. 

Prior to joining Global Telecommunications, Kathy worked with Avaya, Lucent and AT&T 
for 18 years providing various aspects of Call Center/CRM support for hardware and 
software products. Working in Marketing, Kathy distinguished herself by her ability to 
idenbfy areas within the Call Center that would maximize employee productivity to provide 
excellent customer satisfaction results. 

600 Emerywood Drive, Suite 200, Raleigh, NC 27615 
Telephone 91 9-848-7773 Facsimile 919-848-4401 
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I- 

Pricing 

Global Telecommunications client billing rate for Kenergy in 2009 will be $165.00 per 
consultant hour plus "Travel and Expenses". Travel Expense is $85.00 per Consultant Hour. 

Global Telecomunications will honor this price as a "Not to Exceed" as long as the project 
timetable in this document is met. If any additional requests are made from Kenergy that is 
not detaiIed m this document, Global Telecommunications will mend this Scope of Work 
with an Addendum that is approved by Kenergy in either e-mail or written approval 
confinnation. 

The current scheduled conversion date is November l l f h ,  2009. In the event this date is 
delayed by CBTS or Kenergy, there will be additional consulting time and charges due to 
unplanned delays. 

Implementation of Selected Services 
k Initial On-Site Meeting - Hours: 32 Cost: $ 5,280.00 

k Call Flow Design and Analysis - Hours: 84 Cost: $13,860.00 
9 Expanded Contract Negotiations - Hours: 36 cost $ 5,940.00 

k WeeMy Conference Calls - Hours: 64 cost: $10360.00 
9 &-Site Cutover and Support - Hours: 128 cost: $2l,120.00 
9 Post Conversion Support - Hours: 32 Cost: $ 5,280.00 

Project Total Total Cost: $62,040.00 

Travel Policy - Attached a copy of Global Telecommunications Corporate Travel Policy. 

We welcome the opportunity to provide quality telecommunications consulting services for 
Kenergy. Global Telecommunications Incorporated is prepared to commence with this 
project for your organization on July 16fh, 2009. 

I would like to thank you in advance for your confidence in our h Ow corporate god and 
mission statement is to always to protect our cJients best interests associated with 
telecommunications applications. We strive to make recommendations that will cover the 
cost of professional fees associated with our services. If you have any questions regarding 
this document, please contact me at 919-848-7773, Extenson 10. 

4 

Best Regards, Acceptance of "Scope of Work" 
Dglenys'gned byW.G[BillfMmre W.G. (Bill) ~y=~(~ym~~ 

W.G. (Bill) Moore Scott Gentry 

~ t W g r n % w b i l l n  d n  Moore Daterno831 1 w n 9 m  

President Manager of Technical Services 

Attachment - Travel and Expenses 

WGM/rnt 

600 Emerywood Drive, Suite 200, Raleigh, NC 27615 
Telephone 91 9-848-7773 Facsimile 91 9-848-4401 
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2011 RATE APPLICATION 

Item 16) Provide Kenergy’s policies specifying the compensation of directors and a schedule of 

standard directors’ fees, per diems, and other compensation in effect during the test year. If changes 

occurred during the test year, indicate the effective date and the reason for the changes. 

Response) Item 16, pages 2-3 of 3, contain the above referenced information. Changes were made 

to the board policy on April 13, 2010 authorizing expenses for a spouse or family member when the 

activity is for group expenses. Kenergy has excluded for rate-making purposes the director’s expenses 

disallowed in case 2003-00165. See application, Exhibit 5, page 7. 

I 

Witness) Sanford Novick 
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1. 

II. 

KENERGY CORP. 
BOARD POLICY NO. 104 

PAYMENT OF DIRECTORS' FEES AND 
EXPENSE ALLOWANCE 

OBJECTIVE 

To establish a fair and equitable basis upon which to compensate Directors for time 
spent on behalf of Kenergy and to reimburse Directors for expenses incurred in the 
performance of their official duties as a director. 

POLICY 

i 

It is the policy of the company to pay all attendance fees and to reimburse Directors 
for travel, lodging, and other ordinary and necessary expenses incurred in the 
performance of their duties on behalf of Kenergy. This includes attendance at 
regular, special, and committee meetings, seminars, conferences, and other board 
authorized functions. 

Board Fee - Each director shall receive a $650 monthly retainer. Additionally, each 
director shall be paid a fee of $300 for attendance at the regular monthly meeting of 
the Board of Directors. The Chairperson shall receive an additional $100 per 
meeting, when presiding, and business is conducted. 

Directors shall receive $300 per day for committee or special meetings. Fees for 
participation in telephonic meetings shall be one-half the special meeting fee. The 
Chairperson is entitled to an additional $50 fee for presiding during a telephonic 
meeting when business is conducted. Two or more activities are encouraged to be 
held on the same day (Le., Board meeting and committee meeting) and a Director 
shall be entitled to fees and expenses for only one activity. 

Directors, including the director who represents the industrial customers, shall not 
receive any fees for attendance at the Kenergy or the Big Rivers annual membership 
meeting or any Resource Committee meetings or functions. They are entitled to be 
reimbursed for travel at the standard mileage rate allowed by the Internal Revenue 
Service. 

The Directors Emeritus shall be paid a fee of $100 per regular board meeting 
attended, plus mileage. 

Association and Industrv-Related Fees - A Director shall be paid a fee of $300 per 
day, plus expenses, for attending a conference, seminar, or meeting sponsored by 
KAEC, NRECA, CFC, CoBank, etc. on behalf of 
Kenergy. A director shall be paid $1 50 for one travel day and expenses for that day, 
including weekends, not occurring on an actual meeting day. 

A Director attending educational seminars, conferences, business meetings, or other 
functions on behalf of the company shall report pertinent information to the Board at 
its next meeting. 

Exoense Reimbursement - A Director shall be reimbursed for expenses upon 

Item 16 
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submission of a detailed, itemized, expense report, with receipts attached as 
appropriate. A separate expense report shall be submitted for regular meetings, 
special meetings, and committee meetings versus meetings for state, regional and 
national meetings, and industrykelated meetings. Such expense report shall be 
submitted to the Vice President of Finance & Accounting and should be submitted 
within thirty (30) days following the activity for which reimbursement is requested. 
Receipts must be attached for any expense over $25. 

Expenses shall not be paid for the spouse or any family member of a 
Director accompanying the Director to meetings. If a spouse or family 
member accompanies the Director, the Director is expected to pay for all 
associated expenses. The board may authorize payment of expenses for a spouse or 
a family member when the activity is a group function. 

Expenses for entertainment shall be reimbursed if the expenses are incurred for 
reasons attributable to reasonable and necessary company business. Any expense 
incurred for personal entertainment is not reimbursable. 

Ordinary and necessary expenses include the cost of transportation, meals, lodging, 
telephone calls, Internet connection fees, cab fare or other local transportation, 
laundry, car rental, etc. Reimbursement shall be for actual out-of-pocket expenses. 
For travel in the Director's personal automobile, mileage shall be paid at the standard 
mileage rate allowed by the Internal Revenue Service. The mode of travel 
concerning personal automobile versus coach class airfare is left up to the discretion 
of the Director, but a Director is encouraged not to exceed a reasonable airfare when 
traveling by a personal automobile. 

It shall be the responsibility of the Audit Committee to review the expenses of the 
board on a timely basis. 

Insurance - All directors shall be covered for business travel insurance benefits in 
accordance with Kenergy's group insurance policies. Health and dental insurance 
coverage shall not be paid by Kenergy for directors. Effective January I ,  2008, 
directors not currently covered by Kenergy's group insurance policies shall not be 
allowed to participate in the insurance. 

Any exceptions, questions, or clarifications concerning this policy are to be 
addressed to the Chairperson who will in turn make a decision or present it to the full 
board for resolution. 

The Board of Directors shall be responsible for ensuring compliance with 
this policy on the part of its members. 

Approved: 12-4-01 
Revised: 2-1 1-03 

5-1 0-05 
1-1 0-06 
12-1 2-06 
10-9-07 
4-1 3-10 
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2011’RATE APPLICATI 

[tern 17) Provide the date, time, and a general description of the activities at the most recent 

m u d  members’ meeting. Indicate the number of new board members elected. For the most recent 

meeting and the five previous annual members’ meetings, provide the number of members in 

attendance, the number of members voting for new board members, and the total cost of the annual 

meeting. 

Response) Item 17, page 2 of 2, contains the above referenced information. 

Witness) Sanford Novick 
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RESPONSE TO THE CO 
FIRST DATA REQUEST FO 

2007 

201 1 FWTE APPLICATION 

2006 

Most Recent Annual Meetinq 

# Members in 
Attendance 

# Members 
Voting for New 

Board 
Members 

The meeting was held June 8,2010, at the Sportscenter in Owensboro, Kentucky. 
Registration for the meeting ran from 3:OO p.m. to 6:30 p.m. Member-owners and their 
families were served a light meal consisting of a pork loin sandwich, chips, drink and 
popcorn. The Annual Meeting was in the format of an Energy Expo. Vendors included: 
Sun Windows, Neel, Crafton & Phillips LLC, Acme Plumbing & Heating, Thermal Cell, 
Graber Insealators, Woodard Cooling 8t Heating, Schwartz Heating & Cooling, Insulated 
Concrete/Ballard Construction, Green River Appliance, Frontier Basement Systems, 
Disaster Emergency Services, KY Division of Forestry, UK Extension Office and KY 
Department of Air Quality and W.I.R.E. women in Rural Electrification). The Expo was 
from 3:OO p.m. to 6:30 p.m. with the business session lasting from 6:30 to 7:20. The 
business session included a welcome from the board chair, report of the board 
secretary concerning there being a quorum present, remarks by the President and 
CEO, Sandy Novick, and the awarding of scholarships. Door prizes were awarded 
throughout the evening, about every 30 minutes. 

201 0 

541 

1,622 

Data on Most Recent (2010) and Four Previous Annual Meetinas 

3 Re-elected 2 Re-elected 
1 New 

# of Board 
Members 
Elected or 
Re-Elected 

Total Cost of 
Annual Mtg. 

2009 

451 

3 Re-elected 

$29, 79 

2,633 

I Re-elected 
I New 

$1 3,038 $1 3,443 

2008 

660 

$1 3,752 

1,221 

4 Re-elected 
1 New 

$18,581 ~ 

I 431 

258 

1,423 1,244 

Note: Cost of Annual Meeting excludes staff labor and overhead. 
201 0 expenses include $1 0,000 for scholarships. 
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2011 RATE APPLICATION 

[tern 18) Provide the following: 

a. A schedule showing, by customer class (e.g., residential, commercial, industrial, etc.), 

:he amount and percent of any proposed increase or decrease in revenue distributed to each class. 

Provide a detailed explanation of the methodology or basis used to allocate the requested increase or 

lecrease in revenue to each of the respective customer classes. 

b. A schedule showing how the increase or decrease in (a) above was further distributed to 

Explain in detail the zach rate charge (e.g., customer or facility charge, KWH charge, etc.). 

methodology or basis used to allocate the increase or decrease. 

c. If the rate schedule contains a demand charge, describe in detail how the proposed 

jemand charge was determined. Provide all calculations, assumptions, work papers, methodologies, 

ztc. used in the development of the proposed demand charge. 

d. If the rate schedule contains a monthly customer charge, describe in detail how the 

Provide all calculations, assumptions, work papers, proposed customer charge was determined. 

methodologies, etc. used in the development of the proposed customer charge. 

e. A reconciliation of Fuel Adjustment Clause (‘‘FAC”) revenue and expense for the test 

year. The net result of this adjustment should be to remove all FAC revenue and expense from test- 

year revenue and expense. 

f. A reconciliation of Environmental Surcharge (“ES”) revenue and expense for the test 

year. The net result of this adjustment should be to remove all ES revenue and expense from test-year 

revenue and expense. 
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2011 RATE APPLICATION 

iesponse 1Sa) See Page 1 of Exhibit 10A to the application for the amounts and percentages by 

:lass. See the answer to 425 of Exhibit 8 to the application, “Direct Testimony of Jack D. Gaines”, 

md refer to page 6 of Exhibit 16 to the application for an explanation of the methodology. 

Response 18b) See Pages 2-5 of Exhibit 10A to the application showing how the increases or 

iecreases were distributed to each rate component. See the answer to Q.27 in Exhibit 8, “Direct 

restimony of Jack D. Gaines”, for an explanation of the methodology. 

Response 18c) 

he proposed demand component of the Schedule 2 as illustrated by the equivalent rate calculations: 

Schedules 2 and 3 contain demand charges. The following is an explanation of 

If usage is: 

From 0 to 200 KWHKW @ $.05320/KWH + $4.05/KW 

$7.09/KW 

From above 400 KWHKW @ $.03300/KWH + $9.09/KW 

Then the rates for energy and demand are: 

From 200 to 400 KWHKW @ $.03800/KWH + 

The foregoing shows how demand charges are built into the load factor based energy charges of the 

rate. Each line shows the effective rates per kvlrh and kW for the load factor ranges of each block. 

Because the size of each energy block in lcvlrh is a function of demand, the demand charges are a 

function of the difference in the energy charges by block. For example, a customer whose load factor 

exceeds 54.8% (400/730) would use energy through each block. By algebraically extracting the 

demand component from the first two blocks, the rates for the over 54.8% load factor customer can be 
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2011 RATE APPLICATION ' 

restated as $.033/kWh for all kwh plus of $.9.09/kW for all kW. The effective demand charge for this 

example is determined as follows: ($.0532-$.033) x 200 + ($.038-$.033) x 200 + $4.05. Moreover, the 

$.033 end block energy charge includes $.0115 per kWh of additional demand cost recovery because 

Kenergy is purchasing energy at approximately $.0215 per 1cWh. This load factor block type of 

structure is an effective way to recover costs when the retail billing demand is based on individual 

customer NCP while costs, especially wholesale power costs, are a function of the diversified demand 

contributions to system peak demand as is the case for Kenergy. The Schedule 2 structure recognizes 

that diversity is inversely related to load factor. As shown above, the demand charge is low at very low 

load factors and higher at the higher load factors. In this way, the demand component combined with 

the demand costs built into the energy rates is sufficient to recover the $10.189 wholesale demand 

charge (approximately $7.75 with losses) and distribution demand costs across the customer class fiom 

customers whose load factors range fiom the very low to the very high. At low load factors, individual 

customer maximum demands will rarely coincide with the Kenergy system peak that determines the 

wholesale cost of demand. Therefore, wholesale demand cost divided by retail billing demand will on 

average be less than the wholesale demand rate that is applicable to the wholesale billing demand. That 

expected diversity is recognized by the Schedule 3 structure. As a customer's load factor increases, 

coincidence with the system peak should also increase and the rate structure recognizes the change by 

shifting emphasis to the demand component. A similar concept is applied to Schedule 3. However, 

since Option A is designed for high load factor with an $8.65 demand charge, the energy rates decline 

less to reduce the demand element in the energy structure. The reverse treatment is applied to Option 

B. 
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Response 18d) 

Jack D. Gaines”, for an explanation of the methodology. 

See the answer to 4.25 in Exhibit 8 to the application, “Direct Testimony of 

Response 1Se & i) As shown on page 1 of Exhibit 5, the net cost to Kenergy for the wholesale 

riders including the fuel adjustment, the environmental surcharge, the unwind sur-credit was zero due 

to the off-setting impact of the Member Rate Stability Mechanism. The corresponding test year 

revenue was also zero. Kenergy normalized its test year power cost and revenue to reflect the annual 

effect of the Expense Mitigation Factor (“EMF‘y) of $0.002 per lcwh that Big Rivers began charging in 

July 201 0. The normalized revenue and power cost are equal so there is no effect on margins. 

Witness) Jack Gaines 
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Item 19) 

a. 

b. 

C. 

d. 

e. 

f. 

KENERGU C 
PON S 

FIR ATA TION 

2011 RATE APPLICATION 

For each rate schedule (rate class), provide the following information for the test year: 

Number of Customers 

Kilowatt-Hour Sales 

Rate Schedule’s Percent of Kenergy’s Total Kilowatt-Hour Sales 

Monthly Peak KW Demands for the Rate Schedule 

Total Revenue Collected 

Rate Schedule’s Percent of Kenergy’s Total Revenues 

Response 19 a-f) Item 19, page 2 of 6, contains items a, b, c, e and f. Item 19, pages 3-6 of 6 

contain item d. Page 3 contains the monthly peak KW demands for all classes except the direct served 

classes A, B and C. These non-direct served classes are served through 50 separate delivery points so 

the monthly peak KW demands are not available by rate class. Pages 5 and 6 of 6 contain the monthly 

peak KW demands for the direct served classes. 

Witnesses) Steve Thompson and Jack Gaines 
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4 1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
18 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

! 38 
39 

* 4 0  
41 
42 

43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

AVG. NO. 
CUSTOMERS W H  %UFKWH REVENUE % of Revenue 

RATE (exc. YDL only) BILLED to total KWH BILLED to total Revenue 
Residential - Single & Three Phase 
Base Rate 
Sum of unwind factors 
Subtotal 

Commercial and all other single phase 
Base Rate 
Sum of unwind factors 
Subtotal 

Commercial & Public Bldgs - Three 
Phase(Under 1000 KW) 
Base Rate 
Sum of unwind factors 
Subtotal 

Commercial -Three-phase 
(1 001 KW and over) 
Base Rate 
Sum of unwind factors 
Subtotal 

Total Unmetered Lighting 
Base Rate 
Sum of unwind factors 
Subtotal 

Total Non direct served - Billings 
Base Rate 
Sum of unwind factors 
Subtotal 
Unbilled Impact 
Total Non direct served - booked 

Direct served (Class A) - base rate 
Other charges and credits 
Total Class A 
Direct served (Class B) - base rate 
Other charges and credits 
Sum of unwind factors 
Total Class B 
All other class C -base rate 
Sum of unwind factors 
Total Class C 
Total direct serves 

Subtotal -all 

Misc. Revenues 

Total All 

44,925 

8,672 

91 7 

13 

54,528 

738,240,430 64.80% $ 51,661,607 66.64% 
$0 ' 

$51,661,607 

1 14,579,741 10.06% $8,630,747 11.13% 
$0 

$8,630.747 

190,689,240 16.74% $1 1,884,369 15.33% 
$0 

$1 1,884,369 

82,111,608 7.21 % $3,898,255 5.03% 
$0 

$3.898.255 

13,689,863 1.20% 1,451,899 1.87% 

$1,451,899 

I .I 39,310,882 100.00% $77,526,877 100.0000% 
en YU 

54,528 I , I ~ I  0,882 $77,526,877 
18,892,930 $1,496,360 

54,528 I ,I 58,203,812 79,023,237 

2 6,972,917,988 87.58% 201,765,773 
73,957,660 

3 7~1,4n,380 9.29% $20,580,373 
$2,525,755 

$0 

$0 

$275,723,433 89.11% 

$23,106,128 7.47% 

$1 0,574,786 

15 249,033,709 3.1 3Oh $1 0,574,786 3.42% 

20 7,961,425.077 100.00% $309,404,347 100.001 

54,548 9,i I 9,628,889 388,427,584 

NA NA $1,551,404 

54,548 9,119,aa,889 $389,978,988 

Item 19 
Page 2 of 6 



ERGY CORP. 
201 'I RATE APPLICATION 

PEAK DEMAND 
NON-DEDICATED 

MONTH 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 2009 

AUGUST 

SETPEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

TOTAL 

METERED 
KW 

257,059 

238,287 

192,974 

153,221 

21 3,808 

259,600 

223,690 

247,006 

194,127 

151,373 

179,285 

224 , 243 

2,534,673 

Item 19 
Page 3 of 6 



ERGY CORP. 
2011 RATE AP 

ELTER DELIVERY POINTS 

METERED 
MONTH Kw 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SETPEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

TOTAL 

862 , 940 

858,599 

855,637 

855,944 

860,474 

855,665 

2009 839,714 

839,714 

857,862 

862,077 

863,503 

860,465 

10,272,594 

item 19 
Page 4 of 6 



KENERGY CORP. 
201 1 RATE APPLICATION 

PEAK DEMAND 
TOTAL CLASS B DIRECT SERVES 

BILLED 
MONTH Kw 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SETPEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

TOTAL 

201 0 88,639 

89,434 

88,687 

88,384 

88,317 

88,758 

2009 89,641 

89,509 

103,784 

103,181 

102,846 

88,697 

1 , 109,877 

Item 19 
Page 5 of 6 



ERGY CORP. 
2011 RATE AP 

TOTAL CLASS C DIRECT SERVES 

MONTH 
BILLED 

KW 

JANUARY 201 0 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SETPEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

TOTAL 

2009 

~ 

50,133 

50,465 

52,525 

52,434 

52,523 

53,603 

45,880 

50,023 

48,491 

47,094 

47,832 

48.080 

. 

599,083 

Item 19 
Page 6 of 6 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

7 

NERGY COW. 
s 

P TION 

2011 RATE APPLICATION 

Item 2 0 ) a  Provide schedule of purchased power costs for the test year and the 12-month period 

immediately preceding the test year, by vendor, separated into demand and energy components. 

Include KW and KWH purchased. Indicate any estimates used and explain their use in detail. 

Response) Please see Exhibit 10, pages 10, 11, 12 and 14 for the test year data (all purchased from 

Big Rivers Electric Corporation). Please see Item 20, pages 2-7 of 7, for the 12-month period 

immediately preceding the test year. 

Witness) Steve Thompson 

Item 20 
Page 7 of 7 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

. KENERGYCORP. , 

Purchased Power from Big Rivers Electric-Direct Serves Class B 
2011 RATE APPLICATION - ~ 

Twelve Months Ending June 30,2009 

(a) 
WHOLESALE 
DISCOUNT 

MONTH Kw KWH DEMAND ENERGY ADJUSTMENT TOTAL 

JULY 2008 90,049 59,907,644 $913,997.35 $901,987.24 452,548.42 $1,763,436.17 

AUGUST 91,837 63.1 59,147 $932,145.55 $1,022,124.12 -$49,165.00 $1.905.104.67 

SEPTEMBER 91,814 58,957,908 $931,912.10 $949,894.74 $1,881,806.84 

OCTOBER 91,527 60,390,685 $928,999.05 $833,290.41 $1,762,289.46 

NOVEMBER 90.134 55,674.977 $914,860.10 $776,355.18 $1,691,215.28 

DECEMBER 90,319 56,105,154 $916,737.85 $827,586.69 $1,744,324.54 

JANUARY 2009 89,191 55,198,501 $905,288.65 $814,999.78 $1,720,288.43 

FEBRUARY 88,847 50,796,241 $896.932.30 $683,527.01 ' $1,580,459.31 

MARCH 91,187 55.843,399 $921,124.33 $759.153.30 $1,680,277.63 

APRIL 86,886 51,427,603 $881,892.90 $693,361 -52 $1.575.251.42 

MAY 88,350 57,078,201 $896,752.50 $808,518.28 $1,705,270.78 

JUNE 89,100 57,328,150 $904,365.00 $779,621.81 $1,683,986.81 

TOTAL 1,079,241 681,867,610 $10,945.007.68 $9,850,420.08 4101,713.42,' $20,693.714.34+ 

Item'20 
Page 3 of 7 



KENERGY CORP. 
2011 RATE APPLICATION 

Purchased Power from Big Rivers Eledric-Direct Serves Class C 
Twelve Months Ending June 30.2009 

(a) 
WHOLESALE 
DISCOUNT 

MONTH Kw KWH DEMAND ENERGY ADJUSTMENT TOTAL 

1 JULY 2008 40,949 18.507.980 $449,995.08 $253.836.93 -$20.086.88 $683.745.13 

2 AUGUST 41,747 17,782,700 $434,359.10 $243,889.72 $1 9,345.77 $658,903.05 

$698.610.09 3 SEPTEMBER 43.088 18.558.316 $444.082.80 $254.527.29 

4 OCTOBER 42,535 19,913,447 $438,733.75 $273,112.93 $71 1,846.68 

5 NOVEMBER 42,075 17,533,800 $430.857.35 $240,476.06 $671,333.41 

6 DECEMBER 41,988 18,278.639 $431,080.65 $250,691.55 $681,772.20 

7 JANUARY 2009 42,321 16,699,662 $432.826.45 $229,035.86 

8 FEBRUARY 41,083 17,025,242 $426,584.20 $233,501.20 

$661,862.31 

$660.085.40 

$252.643.40 $679,295.56 9 MARCH 41,327 18,420,956 $426,652.16 

10 APRIL 39,006 ,16,638,740 $430,085.95 $228,200.34 $658,286.29 

11 MAY 35.896 15.460.631 $420,270.90 $212.042.56 $632,313.46 

16.247.082 $437,961.70 $222,828.73 $660,790.43 12 JUNE 38.919 . 

13 TOTAL $5.2o3,490.09 490 934 21 1,067,195 $2.894.786.57 -$39.43265 $8,058.844.01 

Item 20 
Page 4 of 7 



ERGY CORP. 
20.1 51 RATE APPLIICATIO 

Purchased Power from EO -Alcan & Century 
onths Ending June 30,2009 

JULY 2008 

AUGUST 

SEPTEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

JANUARY 2009 

FEBRUARY 

MARCH 

I O ,  APRIL 

11 MAY 

12 JUNE 

13 TOTAL 

534,067,269 

529,487,614 

503,968,206 

514,869,194 

500,697,786 

521,128,108 

479,630 , 808 
I 

420,922,247 

452,727,106 

$18,916,647.92 

$1 7,282,378.28 

$1 5,423,164.27 

$14,878,079.95 

$1 4,074,978.08 

$1 5,223,323.29 

$13,063,081.50 

$1 1,227,614.29 

$1 1,946,368.22 

442,541,005 $1 1,640,034.17 

467,790,810 $1 2,355,395.27 

451,399,353 $12,103,720.06 

5,819,229,506 $168,134,785.30 

Item 20 
Page 5 of 7 



ERGV CORP. 
201 1 RATE APPLllCATD 

r from Big Rivers-Allcan &I Century 
nths Ending June 30,2009 

(a) (b) 6) 
PURCHASED 

MONTH KWJH POWER 

I JULY 2008 87,845,000 $4,369,620.89 

2 AUGUST 93,253,000 

3 SEPTEMBER 96,149,000 

4 OCTOBER 106,392,000 

5 NOVEMBER 102,313,000 

6 DECEMBER 101,259,000 

7 JANUARY 2009 139,749,000 

8 FEBRUARY 

9 MARCH 

10 APRIL 

I 1  MAY 

, 

12 JUNE 

13 TOTAL 

129,207,001 

95,585,000 

71,016,000 

57,238,000 

52.01 7.000 

1,132,023,001 

$4,587,712.05 

$4,910,044.40 

$5,501 ,I 53.32 

$5,230,486.04 

$5,293,708.1 0 

$7,434,738.77 

$6,831,432.85 

$4,986,201.37 

$4,328,489.1 8 

$3,853,576.2 I 

$3,693,251 .I4 

$61,020,414.32 

Item 20 
Page 6 of 7 



ERGY CORP. 
201 I RATE APPLICATION 

PEAK DEMAND 
SMELTER DELIVERY POINTS 

METERED 
MONTH KW 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SETPEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

TOTAL 

862,940 

858,599 

855,637 

855 , 944 

860,474 

855,665 

2009 839,714 

839,714 

857,862 

862,077 

863,503 

860,465 

10,272,594 

Item 20 
Page 7 of 7 
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KENERGU C 
S 

P TION 

2011 RATE APPLICATION 

ltem 21) Describe how the test-year capitalization rate was determined. If differing rates were 

used for specific expenses (i.e., payroll, transportation clearing accounts, depreciation, etc.), indicate 

the rate and how it was determined. Indicate all proposed changes to the test-year capitalization rate 

md how they were deterrnined. 

Response) Kenergy does not use pre-determined capitalization rates. All employees complete 

daily timesheets specifling time worked by account number. Please refer to Exhibit 5 to the 

application, pages 5C and 6B for the summary of the timesheet allocation between capital and expense. 

Witness) Steve Thompson 

ltem 21 
Page 1 of 1 
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S 
I? TION 

2011 RATE APPLICATION 

[tern 22) Provide the following: 

a. A schedule of salaries and wages for the test year and each of the three calendar years 

preceding the test year as shown in Format 22a. For each time period, provide the amount of overtime 

Pay* 

b. A schedule showing the percentage of increase in salaries and wages for both union and 

ion-union employees for the test year and the five preceding calendar years. 

Response a and b) Item 22, pages 2-4 of 4, contain the above referenced information. 

Witnesses) Keith Ellis and Steve Thompson 

item 22 
Page I of 4 
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Item 23) 

RZESPON 
FIRST DATA REQUEST FOR INFO N 

2011 RATE APPLICATION 

Provide the following payroll information for each employee: 

a. 

b. 

c. 

d. 

The actual regular hours worked during the test year. 

The actual overtime hours worked during the test year. 

The test-year-end wage rate for each employee and the date of the last increase. 

A calculation of the percent of increase granted during the test year. 

The information shall identify all the employees as either salaried or hourly, and 

also as either full-time, part-time, or temporary. Employee nunbers or other identifiers may be used 

instead of employee names. Include an explanation of how the overtime pay rate is determined. All 

employees termhated during the test year shall be identified (along with the month in which the 

termination occurred), as well as those employees who replaced terminated employees or were 

otherwise added to the payroll during the test year. If Kenergy has more than 100 employees, the 

above information may be provided by employee classification. 

Response a - d) Item 23, page 2 of 2, contains the above referenced information. 

Witnesses) Keith Ellis and Steve Thompson 

Item 23 
Page I of 2 



s 
U 

g 

0 

" uf 
I m 

u? 
54 
t.4 

m 
r: 
v) 
w 

N 

Q t.4 
2 

v) 
u? 
% 
t.4 

" 
2 
I 

In 

3 
I 

s s s 
I 
K m s 9 r 

2 
0 
9 
E 

2 m 
N 

o O m  

0 0 0  

0 0 

m 

0 

In 

T- 

O 

m h  
N U 1  

N N  

0 0  

0 0  

In 

0 0 0  

0 0 0  

0 0 0 0 

0 0 

m 

0 

In 

N 0 0 0 

N 0 0 

a, v) r 

Item 23 
Page 2 of 2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

3 

1KENERG.Y COW. 
RESPONSE TO T COMMISSION’S 

FIRST DATA REQUEST FOR INFO 

20111 RATE APPLICATION 

[tern 24) Provide the following payroll tax information: 

a. The base wages and salaries used to calculate the taxes, with an explanation of how the 

base wages and salaries were determined. 

b. The tax rates in effect at test-year-end. 

Response a -b) Exhibit 5, page 8e, contains the above referenced information. 

Witness) Steve Thompson 

Item 24 
Page 1 of 1 
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tern 25) 

E APPLICATION 

Provide the following tax data for the test year: 

a. A schedule of franchise fees paid to cities, towns or municipalities during the 

test year, including the basis of these fees. 

b. An analysis of other operating taxes imposed by Kentucky as shown in Format 

25b. , 

tesponse a-b) Item 25, pages 2-3 of 3, contain the above referenced information. 

Nitness) Steve Thompson 

Item 25 
Page I of 3 



KENERGY CORP. 
201 I RATE APPLICATION 

Franchise Fees 

CONTROL 
DATE NUMBER VENDOR BASIS OF FEE AMOUNT ACCOUNT 

02/26/10 

0511 411 0 

07/20/09 

10/23/09 

01 12211 0 

04/23/10 

07/20/09 

10/23/09 

01 12211 0 

04/23/10 

07/20/09. 

10/23/09 

01/22/10 

04/23/10 

10/23/09 

01/22/10 

04/23/10 

267707 

270602 

2592 1 4 

2641 23 

26691 3 

270243 

259212 

264121 

26691 2 

270240 

25921 3 

2641 22 

266914 

270242 

2641 24 

266915 

270241 

City of Hawesville 

City of Lewisport 

City of Whitesville 

City of Whitesville 

City of Whitesville 

City of Whitesville 

City of Owensboro 

City of Owensboro 

City of Owensboro 

City of Owensboro 

City of Hartford 

City of Hartford 

City of Hartford 

City of Hartford 

City of Beaver Dam 

City of Beaver Dam 

City of Beaver Dam 

$5,000 Annually 

$5,000 Annually 

3% of Gross Revenues 

3% of Gross Revenues 

3% of Gross Revenues 

3% of Gross Revenues 

2% of Gross Revenues 

2% of Gross Revenues 

2% of Gross Revenues 

2% of Gross Revenues 

3% of Gross Revenues 

3% of Gross Revenues 

3% of Gross Revenues 

3% of Gross Revenues 

3% of Gross Revenues 

3% of Gross Revenues 

3%0f Gross Revenues 

$ 5,000.00 

$ 5,000.00 

$ 3,090.48 

$ 3,141.53 

$ 2,674.23 

$ 2,624.65 

$ 29,690.56 

$ 41,760.72 

$ 34,480.65 

$ 32,586.39 

$ 518.74 

$ 813.16 

$ 546.75 

$ 662.75 

$ 2,639.63 

$ 3,248.06 

$ 3,249.15 

927.000 

927.000 

241.960 

241.960 

241.960 

241.960 

241.970 

241.970 

241.970 

241.970 

241.980 

241.980 

241.980 

241.980 

241.990 

241.990 

241.990 

Item 25 
Page 2 of 3 



KENERGY CORP. 
201 1 Rate Application 

Analysis of Other Operating Taxes 
12 Months Ended 06/30/10 

Charged 
to 

Construction 
(C) 

Line 
No. 

Charged 
to Other Amounts Amount 

Accounts’ Accrued Paid 
( 4  (e) (9 

Item 

1. 

2. 

3. 

Kentucky Retail 

(a) State Income 

(b) Franchise Fees 

(c) Ad Valorem 

(d) Payroll (employers portion) 

(e) Other Taxes 

Total Retail 

Other Jurisdictions 

L1 (a) through L1 (e) 

Total Per Books (L2 and L3) 

Charged 
Expense 

(b) 

$ 15,733.14 

$ 4,293.09 

$ 20,026.23 

$ 20,026.23 

$ 597,185.86 

$ . 8,065.83 

$ 58.88 $ 612,977.88 $ 612,977.81 

$ 242.55 $ 12,601.47 $ 12,504.8E 

$ 301.43 $ 625,579.35 $ 625,482.76 

$ 301.43 $ 625,579.35 $ 625,482.76 

$ 605,251.69 

$ 605,251.69 

’ Exalain Items in this Column. 

Ad Valorem 
Payroll 

Non-Operating Accounts Receivable Total 
$ 58.88 $ - $  58.88 
$ 19.29 $ 223.26 $ 242.55 
$ 78.17 $ 223.26 $ 301.43 

Item 25 
Page 3 of 3 
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NERGY COW. 
s 

F TION 

2011 RATE APPLICATION 

Ctem26) 

This data shall be presented as shown in Format 26. 

Provide a statement of electric plant in service, per company books, for the test year. 

Response) Item 26, pages 2-3 of 3, contain the above referenced information. 

Witness) Steve Thompson 

item 26 
Page 1 of 3 



KENERGY CORP. 

201 1 RATE APPLICATION 

Statement of Electric Plant in Service 
June 30,2010 

Total Company 

Account 
Number 

301 .O 

302.0 

303.0 

106.0 

350.0 

352.0 

353.0 

354.0 

355.0 

356.0 

357.0 

358.0 

359.0 

106.0 

360.0 

361 .O 

362.0 

363.0 

364.0 

365.0 

366.0 

367.0 

368.0 

Beginning Ending 
Title of Accounts Balance Additions Retirements Transfers Balance 

lntanaible plant: 

Organization 

Franchises and consents 19,355 19,355 

Miscellaneous intangible Plant 

Completed Construction - Not Classified 

Total Intangible Plant 19,355 19,355 

Transmission Plant: 

Land and Land Rights 

Structures and Improvements 

Station Equipment 

Towers and Fixtures 

Poles and Fixtures 

Overhead Conductors and Devices 

Underground Conduit 

Underground Conductors and Devices 

Roads and Trails 

Completed Construction - Not Classified 

Total Transmission Plant 

Distribution Plant 

902,202 Land and Land Rights 902,202 

Structures and Improvements 

Station Equipment 25,133,903 187,551 163,189 

Storage Battery Equipment 

Poles, Towers, and Fixtures 66,790,955 3,365,380 476,510 69,679,825 

Overhead Conductors and Devices 48,326,352 1,445,163 352,618 49,418,898 

Underground Conduit 14,166 14,166 

83,833 13,776,643 Underground Conductors and Devices 12,672,919 1,187,557 

Line Transformers 29,918,076 942,036 545,264 30,314,8413 

25,158,264 

SUBTOTAL DISTRIBUTION PLANT 183,758,573 7,127,687 1,621,414 189,264,846 

Item 26 
Page 2 of 3 



KENERGY CORP. 

201 1 RATE APPLICATION 

Statement of Electric Plant in Service 
June 30,2010 

Total Company 

I I I 1 I 

Account 
Number Title of Accounts 

Beginning Ending 
Balance Additions Retirements Transfers Balance 

369.0 

370.0 

371 .O 

372.0 

373.0 

106.0 

389.0 

390.0 

391 .O 

392.0 

393.0 

394.0 

395.0 

396.0 

397.0 

398.0 

399.0 

106.0 

102.0 

102.0 

103.0 

Item 26 
Page 3 of 3 

71,119 23,145,990 Services 21,571,638 1,645,471 

Meters 5,229,895 171,274 49,864 5,351,305 

3,213,765 185,255 45,121 3,353,899 Installations on Customer Premises 

Leased Property on Customer Premises 

Street Lighting and Signal Systems 

Completed Construction - Not Classified 

778,341 15,885 3,892 790,335 

Total Distribution Plant 214,552,212 9,145,572 1,791,410 221,906,374 

General Plant: 

469,363 469,363 

7,190,203 127,913 13,177 7,304,939 

1,290,006 11 1,532 414,589 986,948 

7,501,972 895,285 662,155 7,735,103 

188,672 19,680 168,992 

1,055,305 17,642 217,718 855,229 

666,487 3,742 116,810 553,418 

850,930 8,405 842,525 

1,899,741 

517,120 

Land and Land Rights 

Structures and Improvements 

Office Furniture and Equipment 

Transportation Equipment 

Stores Equipment 

Tools, Shop, and Garage Equipment 

Laboratory Equipment 

Power Operated Equipment 

Communication Equipment 1,768,981 538,515 407,755 

Miscellaneous Equipment 563,721 5,247 51,848 

Subtotal 21,545,640 1,699,876 1,912.1 37 21,333,379 

Other Tangible Property 

Completed Construction - Not Classified 

Total General Plant 21,545,640 1,699,876 1,912,137 21,333,37c 

Total Account 101 

Electric Plant Purchased 

Electric Plant Sold 

Experimental Plant Unclassified 

Total Electric Plant in Service 236,117,207 10,845,448 3,703,546 243,259,105 
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FIRST DATA REQUEST FOR ORMATION 

2011 RATE APPLICATION 

[tern 27) Provide a schedule of all employee benefits available to Kenergy’s employees. Include 

the number of employees at test-year-end covered under each benefit, the test-year-end actual cost of 

each benefit, the amount of the cost capitalized, the amount of the cost expensed, and the account 

numbers in which the capitalized or expensed costs were recorded. 

Response) Item 27, pages 2-3 of 3, contain the above referenced information. 

Witnesses) Keith Ellis and Steve Thompson 

Item 27 
Page 1 of 3 
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PONSE TO T S 
F ATA RIEQUE TION 

2011 RATE APPLICATION 

ttem28) Provide a schedule reflecting the salaries and other compensation of each executive 

&ficer for the test year and two preceding calendar years. Include the percentage annual increase and 

the effective date of each increase, the job title, duty and responsibility of each officer, the number of 

smployees who report to each executive officer, and to whom each executive officer reports. Also, for 

smployees elected to executive officer status during the test year, provide the salaries, for the test year, 

€or those persons whom they replaced. 

Response) Item 28, pages 2-3 of 3, contain the above referenced information. 

Witness) Sanford Novick 

Item 28 
Page I of 3 
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Executive Team 2011 

President/CEO (6) 
Executive Secretary/Admin. Asst. 
VP, Human Resources 
VP, Engineering 
VP, Finance &Accounting 
VP, Operations 
Director, Member Services 

VP, Human Resources (3) 
Administrative Assistant, HR 
Organizational Dev. Coordinator 
Coordinator Risk Management 

VP, Finance & Accounting (6) 
Administrative Assistant, Fin. & Acct. 
Manager of Member Accounting 
Manager of Purchasing 
Principal Accountant/Section Leader 
Maintenance (2 positions) 

VP, Engineering (4) 
Administrative Assistant, Engineering 
Manager of Planning & Design 

. Manager of Field Engineering 
Manager of Technical Services 

VP, Operations (6) 
Administrative Assistant, Operations 
District Operations Manager-Owensboro 
District Operations Manager-Henderson 
District Operations Manager-Marion 
Director, Vegetation Mgmt. & Contract Negotiations 
Manager, Metering, Dispatch & Substations 

Director, Member Services (6) 

Item 28 
Page 3 of 3 
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KENIERGY COW. 
RESPONSE TO T CONPMISSION’ S 

ATA REQUEST FOR INTO 

201111 RATE APPLICATION 

Item 29) Provide a detailed analysis of advertising expenditures during the test year. Include a 

breakdown of Account No. 913, Advertising Expenses, as shown in Format 29, and show any 

advertising expenditures included in other expense accounts. Specify the purpose and expected benefit 

of each expenditure. 

Response) Item 29, pages 2-5 of 5, contain the above referenced information. 

Witness) Steve Thompson 

Item 29 
Page 1 of 5 
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KENERGY cow. 
RESPONSE TO T COMNIISSION’ S 

A REQUEST FOR INFO 

2011 RATE ~ ~ ~ I C A T I O N  

Item 30) Provide an analysis of Account No. 930, Miscellaneous General Expenses, for the test 

year. Include a complete breakdown of this account as shown in Format 30. Include all detailed work 

papers supporting this analysis. At a minimum, the work papers shall show the date, vendor, reference 

(i.e., voucher no., etc.), dollar amount, and a brief description of each expenditure. Detailed analysis is 

not required for amounts of less than $100 provided the items are grouped by classes as shown in 

Format 30. 

Response) Item 30, pages 2-49 of 49, contain the above referenced information. Kenergy has 

excluded for rate-malcing purposes certain director’s expenses, tickets, gifts, scholarships, youth tour 

expenses. See application, Exhibit 5, page 7. 

Witness) Steve Thompson 

Item 30 
Page I of 49 



KENERGY CORP. 
201 1 RATE APPLICATION 

FOR 12 MONTHS ENDED JUNE 30,2010 
MlSC GENERAL EXPENSES - ALL 930.200 ACCOUNTS 

Line # 

I 

2 

3 

4 

(a) (b) 
Item Total 

Staff Labor & Overheads 241,562.45 

Annual Meeting Expenses 32,664.98 

KAECDues 135,403.26 

NRECADues 60,041.10 

5 I Director's Fees & Expenses I 21 2,793.62 
I 

I O  

11 

12 

7 I Economic Development I 43,646.04 
I 

Big Rivers Electric Economic Development Payment (147,471.90 

Youth Tours 1,367.36 

Capital Credit Allocation Expenses 13,254.85 

8 I Member Resource Committee Expenses 1 1,678.74 I 
I 

9 IGifts. I 466.55 
I 

14 ITotal I $ 641,681.73 

Reference to Page & Item No. 

Page I O  

Page 5 

Page 5 

Page 35 

Page 7 

Page 36 

Page 10 

Page 7 

Page 10 

Page 10 

Page 5 

930.200 399,024.17 
930.21 0 2 14,207.54 
930.220 - 
930.221 7,335.45 
930.230 - 
930.231 3,944.1 1 
930.240 2,033.32 Misclassified-Item 7, Page 15 
930.241 17,170.46 Item 7, Page 15 

Balanced to ledger 643,715.05 
Misclassified in 930.240 - to correct w/ JE Oct 2010 (2,033.32) 
to place in 923.240. 641,681.73 

Agrees to 
Trial Balance 

Item 7, Page 14 
Item 7, Page 14 

Item 7, Page 15 

Item 7, Page 15 

Item 30 
Page 2 of 49 
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KENE COW. 
RESPONSE TO COMMISSION’S 
ST DATA REQUES 

2011 IRATE APPLICATION 

Item 31) Provide an analysis of Account No. 426, Other Income Deductions, for the test period. 

This analysis shall show a complete breakdown of this account as shown in Format 3 1 , and M e r  

provide all detailed supporting work papers. At a minimmy the work papers should show the date, 

vendor, reference (i.e., voucher no., etc.), dollar amount, and brief description of each expenditure. 

Detailed analysis is not required for amounts of less than $250 provided the items are grouped by 

classes as shown in Format 3 1. 

Response) Item 31, pages 2-7 of 7, contain the above referenced information. Kenergy has 

excluded for rate-making purposes all expenses charged to account no. 426.000. See application 

Exhibit 5, page 9. 

Witnesses) Sanford Novick and Steve Thompson 

Item 31 
Page 1 of 7 



KENERGY CORP. 
201 1 RATE APPLICATION 

FOR 12 MONTHS ENDED JUNE 30,2010 
ACCOUNT 426 - OTHER INCOME DEDUCTIONS 

Reference to Page, (b) (a) Agrees to Trial Bal. 

These expenses have been excluded for rate-making purposes. 

Line No 

I 

2 

3 

4 

5 

Item 7, Page 11 

Item 7, Page 11 

item Item 31 Total 

Donations - 426.100 Page 4 $56,231.31 

Civic Activities - 426.400 Page 6 $ 594.62 

Political Activities $i 

Other - 426.300 & 426.500 Pages 5 & 7 $12,301.60 

Total $69,127.53 

Item 7, Page 11 

Item 31 
Page 2 of 7 
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KENERGY CORP. 
201 1 RATE APPLICATION 

ACCOUNT 426.100 
FOR 12 MONTHS ENDED JUNE 30,2010 

CTRL CHECK CHECK 
# VENDOR NAME DESCRIPTION DATE # AMOUNT 

259376 Crime Stoppers of Hopkins Co Contribution - "Not In My School" 7/24/09 64758 $ 50.00 
259377 KY Sheriffs Boys and Girls Ranch contribution - 2009 Camp 7/24/09 64804 $ 100.00 

$ 150.00 Jul 

259723 Elizabeth Mundy Center Sponsorship - Annual Recog Dinner 6/7/09 65011 $ 250.00 
259724 Leisure Hut Etc T-shirk for Susan G. Komen fundraiser 6/7/09 65040 $ 116.60 
260289 Wintercare Energy Fund Contribution 8/21/09 65356 $ 247.04 

- - - . -  $ 613.64 Aug 
III-II I 

260772 
262508 
262355 
262357 
263003 
263033 
263342 

I 

The Owensboro Symphony Orchestra Contribution 9/4/09 65795 $ 1,000.00 
American Legion Post 6 Contribution 9/18/09 66741 $ 100.00 
United Way of Henderson Co. Contribution 9/16/09 67299 $ 2,713.02 
United Way of OwensboroiDaviess Co. Contribution 9/18/09 67300 $ 4,804.02 
Morganfield Lions Club Contribution 9/25/09 67712 $ 100.00 
Riverview School Contribution 9/25/09 67761 $ 500.00 
The Gleaner Contribution - Newspaper in Education 10/2/09 68015 $ 380.00 

I ~~ 

263812 Hancock County Kage Contribution - scholarship 10/9/09 68234 $ 100.00 
264066 KY Council of Cooperatives Member dues 10/16/09 68352 $ 300.00 
264009 Wintercare Energy Fund Contribution 10/16/09 68402 $ 131.72 
264205 Daviess County High School NJROTC Matchingwnployee contribution 10/23/09 68434 $ 100.00 
264110 The Foundation for Health Contribution - Lights for Life 10/23/09 68444 $ 250.00 
264093 Glema Mahr Center for the Ads ' Contribution 10/23/09 68447 $ 250.00 

I 264117 Northwest KY Forward Contribution - Energy training day 10/23/09 68482 $ 2,000.00 

264791 
264698 
265122 

Item 31 
Page 3 of 7 

Junior Achievement Contribution-golf scramble 11/13/09 68846 $ 60.00 
Riverpark Center Contribution 11/13/09 68874 $ 500.00 
Wintercare Energy Fund Contribution 11/20/09 69045 $ 218.47 

$ 778.47 Nov 

265516 
265501 
265559 
265557 
265630 
265558 
265921 
266090 
266092 

Henderson Fine Arts Center Contribution 12/4/09 69229 $ 150.00 
Trinity High School Contribution - Project Graduation 12/4/09 69282 $ 100.00 
Henderson Lions Club Contribution 12/11/09 69335 $ 150.00 
Messenger & Inquirer Contribution - Newspaper in Education 12/11/09 69359 $ 175.00 
Owensboro Symphony Alliance Sponsorship 12/11/09 69369 $ 100.00 
Princeton - Catdwelt Co Chamber Contribution - Christmas Campaign 1/2/11/09 69379 $ 100.00 
UCHS Cheerleader Boosters Matching employee contribution 12/18/09 69541 $ 100.00 
United Way of Henderson Co Contribution 12/23/09 69642 $ 3,070.30 
United Way of OwensborolDaviess Co. Contribution 12/23/09 69643 $ 5,370.71 

$ 9,316.01 Dec 
I ,  ---- 

266467 Downtown Henderson Project Annual dues 1/8/10 69801 $ 275.00 reclassified JE 86 3/31/10 
266731 Owensboro Area Museum of Science & History Contribution 1/22/10 70097 $ 500.00 
266766 Wintercare Energy Fund Contribution 1/22/10 70142 $ 471.30 
267132 Ohio Co. Tourism Commission Contribution - Monroe Mandolin Project 1/29/10 70263 $ 500.00 reclassified JE 86 3/31/10 

9: 174630 .Ian I I 

267489 
268901 

269242 
269412 
269243 
269244 
269238 
269237 
269237 
269386 
269245 
269241 
269246 
269247 
269382 
269248 
269249 
269250 
269251 

I I 
KY Council of Cooperatives Member dues 2/12/10 70455 $ 300.00 reclassified JE 86 3/31/10 
Wintercare Energy Fund Contribution 2/26/10 71155 $ 176.17 

$ 476.17 Feb 

Caldwell Co. 4-H Contribution 3/19/10 71344 $ 350.00 
Crittenden Co. High School Contribution - Project Graduation 3/19/10 71354 $ 100.00 
Crittenden Co. 4-H Contribution 3/19/10 71355 $ 350.00 
Daviess County 4-H Council Contribution 3/19/10 71358 $ 350.00 
Downtown Morganfield Sponsorship - Alive after Five 3/19/10 71364 $ 500.00 reclassified JE 86 3/31/10 
The Foundation for Health Hole Sponsor - golf classic 3/19/10 71371 $ 250.00 
The Foundation for Health Entry fees - golf classic 3/19/10 71371 $ 600.00 
Habitat for Humanity Contribution 3/19/10 71374 $ 1,000.00 
Hancock Co 4-H Council Contribution 3/19/10 71376 $ 350.00 
Henderson Area Arts Alliance Contribution 3/19/10 71379 $ 500.00 
Henderson County 4-H Contribution 3/19/10 71381 $ 350.00 
Hopkins County 4-H Council Contribution 3/19/10 71384 $ 350.00 
KY Association of Electric Cooperatives Sppnsorship - Lineman's Rodeo 3/19/10 71360 $ 400.00 reclassified JE 86 3/31/10 
Lyon County 4-H Contribution 3/19/10 71399 $ 350.00 
McLean County 4-H Council Contribution 3/19/10 71400 $ 350.00 
Ohio county 4-H Council Contribution 3/19/10 71405 $ 350.00 

Contribution 3/19/10 71434 $ 350.00 Union Co 4-H -~ 



KENERGY CORP. 
201 1 RATE APPLICATION 

ACCOUNT 426.100 
FOR 12 MONTHS ENDED JUNE 30,2010 

271769 
271857 
271856 
271866 
271870 
272077 
272188 
271997 
271999 
272313 
- 272314 

270165 Daviess County High School After Prom Party Contribution 4/16/10 71810 $ 100.00 
270164 Hopkins Co. Project Graduation Contribution 4/16/10 71837 $ 100.00 
270114 City of Lewisport Contribution - Heritage Festival 4/16/10 71851 $ 500.00 
270113 McLean Co History & Genealogy Museum Contribution 4/16/10 71858 $ 25.00 
270166 Ohio County High School Contribution - Project Graduation 4/16/10 71865 $ 100.00 
269993 Thruston Playground Contribution 4/16/10 71884 $ 100.00 
270207 Apollo High School Contribution - Project Graduation 4/23/10 71901 $ 100.00 
270296 Webster County Youth Soccer Contribution 4/23/10 71994 $ 100.00 
270277 Wintercare Energy Fund Contribution 4/23/10 72000 $ 136.42 

$ 1,261.42 Apr 
I I ,  . I  

Kentucky Wesleyan College Contribution - General Scholarship 6/11/10 72790 $ 500.00 
Hancock Co. 4th of July Celebration Contribution 6/18/10 72876 $ 500.00 
Imagination Library of Daviess County Contribution 6/18/10 72884 $ 100.00 - 
Owensboro FOP #I6 Contribution 6/18/10 72908 $ 150.00 

Contribution Wintercare Energy Fund 6/18/10 72943 $ 140.72 
The College Foundation - Henderson CC Annual Pledge - Year 5 of 5 6/25/10 72974 $ 1,000.00 
Komen for the Cure Contribution - Bowl for the Cure 6/25/10 73031 $ 500.00 
United Way of Henderson Con t ri b u t I o n 6/25/10 73094 $ 2,321.50 
United Way of OwensboroIDaviess Co. Contribution 6/25/10 73095 $ 4,907.86 
Girl Scouts of Kentuckiana Contribution 7/2/10 73139 $ 500.00 
Glema Mahr Center for the Arts Contribution 7/2/10 73140 $ 250.00 

$ 10,870.08 Jun 

270610 Kelly Autism Program Contribution 5/4/10 72130 $ 200.00 
270649 Owensboro Museum of Fine Art Contribution 5/7/10 72188 $ 600.00 
270694 Wendell Foster Center Contribution 5/10/10 72215 $ 500.00 
270912 Habitat for Humanity - Union Co. Contribution 5/14/10 72260 $ 500.00 
270879 Ohio Valley Art League Contribution 5/14/10 72289 $ 500.00 

Contribution 5/14/10 72330 $ 165.64 
270944 Shawnee Trails Council - Boy Scouts of America Contribution 5/21/10 72433 ~ $ 500.00 
235617 Riverview School Contribution 12/7/07 51364 $ 2,965.64 May 

I I I I I I 1  
I $ 56231.31 I 1 .- - I 

___I_ 

Item 31 
Page 4 of 7 



KENERGY CORP. 
201 1 RATE APPLICATION 

ACCOUNT 426.300 
FOR 12 MONTHS ENDED JUNE 30,2010 

I I I I I I 

LONTROL 
NUMBER 

JE 141 

CHECK CK 
VENDOR NAME DESCRIPTION DATE # AMOUNT 

$12,000.00 
$12,000.00 Dec 

Public Service Commission Set up on accts payable for safety violation during ice storm 12/31/09 

$12,000.00 

From Item 31, Page 7 
to Item 31, Page 2 $ 301.60 

Item 31 
Page 5 of 7 



KENERGY CORP. 
201 1 RATE APPLICATION 

ACCOUNT 426.400 
FOR 12 MONTHS ENDED JUNE 30,2010 

I I I I I I 

CONTROL 
NUMBER 

CHECK CK 
VENDOR NAME DESCRIPTION DATE # AMOUNT 

261695 American Mgmt. Consulting Consulting Services 9/11/09 65976 $ 594.62 
$ 594.62 Oct , 

Item 31 
Page 6 of 7 



KENERGY CORP. I 201 1 RATE APPLICATION I 
CTL 
# 

ACCOUNT 426.500 
FOR 12 MONTHS ENDED JUNE 30,2010 . 

CHECK CK 
VENDOR NAME DESCRIPTION DATE # AMOUNT 

265487 RCCU - VISA Spouse Expense 12/4/09 69264 $ 301.60 
$ 301.60 Nov 

I $ 301.60 
To Item 31, Page 5 

Item 31 
Page 7 of 7 
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KENERGY COW. 
SPONSE TO THE COMMISSION’S 

ATA REQUEST FOR INFORIMATION 

2011 IRATE APPLICATION 

I 
I 

i Etern 32) Provide the name and personal mailing address of each member of Kenergy’s board of 

directors. Identify the members who represent the cooperative on the board of directors of Big Rivers 

Electric Corporation (“Big Rivers”). If during the course of these proceedings any changes occur in 

board membership, update your response to this request. 

Response) Item 32, page 2 of 2, contains the above referenced information. 

Witness) Sanford Novick 

Item 32 
Page 1 of 2 



F RS 

Chris Mitchell, Chairman 
11940 State Route 270 W 
Clay, KY 42404 

John Warren, Vice-chairman 
4701 Millers Mill Road 
Owensboro, KY 42303 

Glenn cox 
396 Mill Bluff Road 
Fredonia, KY 424 1 1 

William Reid 
4818 Highway 144 
Owensboro, KY 42303 

Sandra Wood, Secretary-Treasurer Robert White 
2500 KY 85 E 
Island, KY 42350 

1839 State Route 270 East 
Sturgis, KY 42459 

Brent Wigginton 
179 1 Park Road 
Hawesville, KY 42348 

Larry Elder* 
2245 Hayden Bridge Road 
Owensboro, KY 423 0 1 

Randy Powell 
8260 Whitelick Road 
Corydon, KY 42406 

Allan Eyre 
63 1 Mallard Lane 
Henderson, €CY 42420 

William Denton* 
12633 Highway 351 
P. 0. Box 456 
Henderson, KY 424 19-045 6 

*Serves on Big Rivers Electric Corporation Board of Directors. 

Item 32 
Page 2 of 2 
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NlERGY COW. 
RESPONSE TO THE COMMISSION’S 
ST DATA REQUEST FOR 

2011 U T E  APPLICATION 

i 

Item 33) Provide a detailed analysis of the total compensation paid to each member of the board I 

I 

of directors during the test year including all fees, fringe benefits, and expenses, with a description of 

the type of meetings, seminars, etc. attended by each member. Identify any compensation paid to 

Kenergy’s board members for serving on Big Rivers’ board of directors. Do any of the listed expenses 

in this analysis include the costs for a director’s spouse? If yes, list expenses for director’s spouses 

separately. 

Response) The two 

Kenergy board members serving on the Big Rivers’ board receive no compensation from Kenergy for 

this activity. This analysis does not include any costs for director’s spouses. Those costs are identified 

in Item 3 1 under Account 426.500. 

Item 30, pages 11-49 of 49, contain the above referenced information. 

Witnesses) Sanford Novick &d Steve Thompson 

Item 33 
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2011 RATE AI? 

Item 34) Provide a detailed analysis of expenses incurred during the test year for professional 

services, as shown in Format 34. Include detailed work papers supporting this analysis which show the 

payee, dollar amount, reference (Le., voucher no., etc.), account charged, hourly rates and time charged 

to the utility according to each invoice, and a brief description of the service provided. Identify all rate 

case work by case nurnber. 

Response) 

hourly rates of attorney, auditors and rate- consultants utilized. 

Item 34, pages 2-10 of 10, contain the above referenced information. See Item 15 for 

Witness) Steve Thompson 

Item 34 
Page I of 10 



0 0 

N 
z 
m 

0 0 

s 
8 

0 0 

z 
8 

0 0 

9 
m 8 

0 0 

E 
2 

v) 

ws 



1 

c 
C 

t 

Item 34 
Page 3 of 10 





. -  . 

I 

1 

Item 34 
Page 5 of 10 





KENERGY 
201 1 RATE APPLICATION 

FOR 12 MONTHS ENDED JUNE 30,2010 
ACCOUNT 923.220 - DIRECT SERVES CLASS A 

Vendor 
Legal 

Control # Ck Date Ck # Smelters 

Dorsey, King et ai 264702 I 1/13/09 68823 81 
81 

Item 34 
Page 7 of 10 



I vcm 

I FOR 12 MONTHS ENDED JUhr: a w l  LW I W  I I I I 

201 1 nn I i= nrrubn I IUIV I 
ACCOUNT 923.230 - DIRECT SEP\/Fs r.1 Ass R I 

I I I 

KENERGY 
201 1 RATE APPLICATION 

FOR 12 MONTHS ENDED JUNE 30,2010 
ACCOUNT 923.230 - DIRECT SERVES CLASS B 

~~~ 

Item 34 
Page 8 of 10 

Vendor 

Dorsey, King, et al 

Dorsey, King, Gray, et al 

Legal 
Control# Ck Date Ck# Aleris 

263799 10/9/09 68222 76 
76 

271675 6/11/10 72772 1,809 
1,809 

Dorsey, King, Gray, et al 
Cash receipt-Aleris refund of legal fees 

272481 7/9/10 73215 1,064 
cash rec 6/21/10 (246 

81 8 



KENERGY 
201 1 RATE APPLICATION 

Vendor 

Dorsey, King et al 

ACCOUNT 923.240 - DIRECT SERVES CLASS C 
FOR 12 MONTHS ENDED JUNE 30,2010 

1 

Control # CkDate Ck# Legal 

261 655 9/11/2009 661 50 1,824 

Dorsey, King et al 264702 1 1/13/2009 68823 1,965 
1,965 

Dorsey, King et al 265480 12/4/2009 6921 2 1,283 
1,283 

Dorsey, King et al 
Sullivan, Mountjoy, Stainback, et al 

Dorsey, King, et al 
Reversing Entry for year end A/P 

266479 1/8/2010 69800 2,033 
265652 12/11/2009 69391 220 

2,253 

2673958267396 02/05/10 70333 905 
1/31 JE (2,033) 

(1,129) 

Dorsey, King, et al 269065 03/05/10 71 199 1,013 
1,013 

Dorsey, King, et al 
Dorsey, King, et al 

269832 04/09/10 71 71 6 1,215 
269830 04/09/10 71716 68 

1,283 

Item 34 
Page 9 of 10 

Dorsey, King, et al 270744 05/14/10 72246 1,215 
1,215 

Dorsey, King, et al 271 675 06/11/10 72772 236 
236 

Dorsey, King, et al 272481 07/09/10 7321 5 556 
556 

I I 

corrected by JE from acct 930.240 
to item 34. Daae 2. column k 

11,074 
2,033 

13.108 



KENERGY 
201 1 RATE APPLICATION 

ACCOUNT 397.000 
FOR 12 MONTHS ENDED JUNE 30,2010 

Vendor 

PBX Phone 
System Rep1 

Control# Ck Date Ck#  Consulting 

Global Telecommunications 259045 7/17/09 64644 $ 1 1,822 
$ 11,822 

Global Telecommunications 259918 8/14/09 65107 $ 14,928 
$ 14.928 

to item 34, page 2, column j I $ 80,948 

Global Telecommunications 

Item 34 
Page 10 of 10 

262622 9/18/09 66930 $ 21,615 
$ 21,615 

Global Telecommunications 

Global Telecommunications 

263910 10/16/09 68333 $ 14,726 
$ 14,726 

264883 11/20/09 68940 $ 7,961 
$ 7,961 

Global Telecommunications 265910 12/18/09 69456 $ 9,896 
$ 9.896 
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RESPONSE 
ATA REQUEST FOR INFO 

2011 RATE APPLICATION 

[tern 35) 

a. 

Provide the following information concerning the costs for the preparation of this case: 

A detailed schedule of costs incurred to date. Include the date of the transaction, check 

lumber or other document reference, the vendor, amount, a description of the services performed, and 

he account number in which the expenditure was recorded. Indicate any costs incurred for this case 

luring the test year. Include copies of invoices received from the vendors. 

b. An itemized estimate of the total cost to be incurred, detailed explanation of how the 

:stimate was determined, and all supporting work papers and calculations. 

c. Monthly updates of the actual costs incurred during the course of this proceeding, in the 

nanner prescribed above. 

Response 35a) Item 35, page 2 of 2, contains the information referenced in 35a. 

Response 35b) The ,cost of Case No. 2008-00323 was utilized to estimate the cost of this 

proceeding. See Item 35, page 2. This cost was adjusted upward to reflect the latest estimate for 

publishing the legal notice three (3) consecutive weeks in 14 newspapers, estimated at $60,000. 

JDG Consulting LLC 

Thru Estimated 
1/3 1/11 thru completion Total 

$ 3,765 $17,025 $20,790 

Dorsey, King, Gray, Norment & Hopgood (legal) 47 1 14,824 15,295 

Legal Advertising/Notices/Other 0 62.816 62.8 16 

$ 4,236 $ 94.665 $ 98.901 

Response 35c) Updates will be forwarded monthly. 

Witness) Steve Thompson 

Item 35 
Page I of 2 
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P ATA TION 

2011 RATE APPLICATION 

[tern 36) Provide the estimated dates for draw downs of unadvanced loan ‘funds at test-year-end 

md the proposed uses of these funds. 

Response) The amount unadvanced at 6/30/10 ($13,622,000) represents the total remaining of the 

Rural Utilities Service @US) FFB rate loan designated “D8”. These funds represent items constructed 

in the 2007-2010 construction work plan, approved by the PSC in Case No. 2007-00453. The 

estimated dates for draw downs of these funds in the long-range financial forecast are $7,600,000 

during 201 1 and $6,022,000 in 2012. 

Witness) Steve Thompson 

Item 36 
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KENERGY COW. 
SPONSE TO THE COMMISSION'S 

ATA REQUEST FOR INFO TION 

2011 RATE APPLICATION 

Item 37) Provide a list of depreciation expenses using Format 37. 

Response) Item 37, pages 2-3 of 3, contain the above referenced information. 

Witness) Steve Thompson 

Item 37 
Page 1 of 3 



Format 37 

(End of Test Year) 
Plant Account Depreciation 

item Balance Rate 

rransmission Plant: 

Land and Land Rights 

Structures and Improvements 

Station Equipment 

Towers and Fixtures 

Poles and Fixtures 

Overhead Conductors and Devices 

Underground Conduit 

Underground Conductors and Devices 

Roads and Trails 

Towers and Fixtures 

Poles and Fixtures 

Overhead Conductors and Devices 

Underground Conduit 

Underground Conductors and Devices 

Roads and Trails 

Distribution Plant: 

Land and Land Rights 902,202 

Structures and Improvements 

Station Equipment 18,879,775 2.20% 

Supervisory Control Equipment 1,947,611 6.70% 

Microwave System Equipment 2,056,520 6.70% 

Microwave Sytem Towers 1,354,846 3.00% 

Owensboro Fiber 919,512 4.00% 

Storage Battery Equipment 

Poles, Towers, and Fixtures 69,679,825 4.20% 

Overhead Conductors and Devices 49,418,898 3.40% 

Underground Conduit 14,166 2.20% 

Underground Conductors and Devices 13,776,643 3.10% 

Transformers 30,314,848 2.90% 

Services 23,145,990 3.80% 

Item 37 
Page 2 of 3 

Page 1 of i 

Kenergy 

Annual 
Depreciation 

414,43I 

130,49( 

138,13! 

40,64! 

36,98: 

2,852,58! 

1,659,08: 

31: 

407,95( 

870,66; 

845,691 

201 1 FATE APPLICATION 

Depreciation Expenses 

Account 
Number 

350.0 

352.0 

353.0 

354.0 

355.0 

356.0 

357.0 

358.0 

359.0 

354.0 

355.0 

356.0 

357.0 

358.0 

359.0 

360.0 

361 .O 

362.0 

362.1 

362.2 

362.223 

362.4 

363.0 

364.0 

365.0 

366.0 

367.0 

368.0 

369.0 



Format 37 
Page 2 of 2 

(End of Test Year) 
Account Plant Account 
Number Item Balance 

370.1 AMI Meters 136,91 I 

371 .O Installations on Customer Premises 3,353,899 

372.0 

373.0 Street Lighting and Signal Systems 790,335 

Leased Property on Customer Premises 

General Plant: 

389.0 Land and Land Rights 469,363 

390.0 Structures and Improvements 7,304,939 

391 .O Office Furniture and Equipment 459,505 

391 .I Computer and Related Equipment 527,444 

392.0 Transportation Equipment 7,735,103 

393.0 Stores Equipment 168,992 

394.0 Tools, Shop, and Garage Equipment 855,229 

395.0 Laboratory Equipment 553,418 

396.0 Power Operated Equipment 533,265 

396.1 Power Operated - Right of Way Equipmen 309,260 

397.0 Communication Equipment 1,899,741 

398.0 Miscellaneous Equipment 51 7,120 

Kenergy 

Depreciation 
Rate 

6.67% 

4.40% 

3.80% 

2.00% 

6.00% 

20.00% 

** 

4.80% 

4.80% 

4.80% 

13.50% 

10.00% 

6.50% 

4.80% 

201 1 RATE APPLICATION 

Annual 
Depreciation 

9,12; 

144,46: 

$ 29,797 

$ 144.022 

$ 15,075 

$ 45,742 

$ 628,772 

$ 6,474 

$ 37,780 

$ 19,763 

$ 20,033 

$ 29.161 

$ 99,121 

24,014 $ 

Item 37 
Page 3 of 3 
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20111 RATE APPLICATION 

Item 38) 

approved by the Commission? 

Are the depreciation rates reflected in this filing identical to those most recently 

a. 

b. 

If yes, identify the case in which they were approved. 

If no, provide the depreciation study that supports the rates reflected in this filing. 

Response a) No. 

Response b) See Exhibit 13. 

Witness) Steve Thompson 

Item 38 
Page 1 of 1 
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NERGY COW. 
PONSE TO T S 

P ATA REQUE TION 

2011 RATE APPLICATION 

Item 39) 

REA Bulletin 183-1, as shown in Format 39. 

Provide information for plotting the depreciation guideline curves in accordance with 

Response) Item 39, page 2 of 2, contains the above referenced information. 

Witness) Steve Thompson 

Item 39 
Page 1 of 2 



Test Year Ended 

June 30,2010 

December 31 
2009 

2008 

2007 

2006 

2005 

2004 

2003 

2002 

2001 

2000 

201 1 RATE APPPLICATION 

DATA FOR DEPRECIATION GUIDELINE CURVE 
RUS BULLETIN 183-1 

Distribution 
Plant In 

' Service 

221,906,374 
(a) 

217,786,030 

210,479,405 

202,842,778 

194,063,234 

184,488,848 . 

178,878,456 

170,361,517 

160,906,162 

149,359,181 

137,793,517 

Accumulated Provision 
for Depreciation 
Distribution Plant 

(b) 
54,682,932 

52,070,731 

48,115,685 

42,827,635 

38,099,858 

34,907,470 

31,617,960 

29,295,170 

26,520,443 

24,397,335 

22,307,413 

Reserve Ratio 

24.64 
(c)=(b)-(a) 

23.91 

22.86 

21.1 1 

19.63 

18.92 

17.68 

17.20 

16.48 

16.33 

16.19 

Ratio of Current 
Distribution Plant to 
Distribution Plant 
Ten Years Prior 

(dl 
!010 I .76 

t009 1.72 

!008 1.80 

!007 1.86 

!006 I .88 

!005 1.91 

Item 39 
Page 2 of 2 
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COMMISSION'S 
FIR FOR ~ F O ~ T ~ O N  

2011 U T E  APPLICATION 

I 
~ 

[tern 40) For each charitable and political contribution (in cash or services), provide the amount, 

recipient, and specific account charged. 
I 

Response) See Item 3 1, pages 3-6 of 6, for the above referenced information. 

Witnesses) Sanford Novick and Steve Thompson 

Item 40 
Page 1 of 1 
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KErnWGY COW. 
SBONSE TO THE COMMISSION’S 

ATA REQUES ION 

Item 41) Describe Kenergy’s lobbying activities and provide a schedule showing the name and 

salary of each lobbyist; all company-paid or reimbursed expenses or allowances; and the account 

charged for all personnel for whom a principal function is lobbying, on the local, state, or national 

level; and indicate whether the lobbyist is an employee or an independent contractor. If any amounts 

are allocated, show a calculation of the factor used to allocate each amount. 

Response) None. 

Witness) Sanford Novick 

Item 41 
Page 1 of 1 
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RESPONSE TO THE COMIMISSION’S 

QUEST FOR INFORMATION 

2011 U T E  APPLICATION 

ftem42) 

Kenergy’s pension costs. 

Provide complete details of the financial reporting and rate-making treatment of 

Response) For financial reporting, Kenergy pension costs are reported in accordance with SFAS 

87, 88, 132 and 158. See pages 11-15 of the Independent Auditor’s report contained in Exhibit 12 of 

the application. 

Witness) Steve Thompson 

Item 42 
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KENERGU COW. 
PONSE TO T COMMISSION’S 
ATA REQUE FOR INFORMATION 

2011 RATE APPLICATION 

Etem 43) 

Statement of Financial Accounting Standard (“SFAS”) No. 106, including: 

Provide complete details o f  Kenergy’s fmancial reporting and rate-making treatment of 

a. 

b. 

C. 

The date that Kenergy adopted or plans to adopt SFAS No. 106. 

All accounting entries made or to be made at the date of adoption. 

All actuarial studies and other documents used to determine the level of SFAS 

No. 106 cost recorded or to be recorded by Kenergy. 

Response) 

Witness) 

There are no postretirement expenses proposed for rate-making purposes. 

Steve Thompson 

Item 43 
Page 1 of 1 
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I Item 44) Provide complete details of Kenergy’s financial reporting and rate-making treatment of 
I 

SFAS No. 112, including: 

a. 

b. 

The date that Kenergy adopted SFAS No. 112. 

All accounting entries made at the date of adoption. 

C. All actuarial studies and other documents used to determine the level of SFAS 

No. 112 cost recorded by Kenergy. 

Response) 

Witness) 

There are no postretirement expenses proposed for rate-making purposes. 

Steve Thompson 

Item 44 
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KENERGY @OW. 
PON 

F ATA EST 

2011 IRATE APPLICATION 

Item 45) SFAS No. 143, “Accounting for Asset Retirement Obligations.” 

a. 

b. 

C. 

The date that Kenergy adopted the SFAS. 

All accounting entries made at the date of adoption. 

All studies and other documents used to determine the level of SFAS No. 143 

cost recorded by Kenergy. 

d. A schedule comparing the depreciation rates utilized by Kenergy prior to and 

after the adoption of SFAS No. 143. The schedule should identify the assets corresponding to the 

affected depreciation rates. 

Response) There are no “Accounting for Asset Retirement Obligations” for Kenergy Corp. 

Witness) Steve Thompson 

Item 45 
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RESPONSE TO T l B  COMMISSION’S 

ATA REQUEST FOR ZNFOltIV’L4T 

[tern 46) 

Postretirement Plans.” 

SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other 

a. 

b. 

The date that Kenergy adopted the SFAS. 

All accounting entries made at the date of adoption. 

C. All studies and other documents used to determine the level of SFAS No. 158 

cost recorded by Kenergy. 

Response) See Exhibit 12 of the Application and Page 12 of the notes to Financial statements. 

Witness) Steve Thompson 

Item 46 
Page 1 of 1 
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KENERGU COW. 
COMMISSION’S 
FOR LNFORMATI 

2011 RATE APPLICATION 

Item 47) Provide any Xormation, as soon as it is lcnourll, describing any events occurring after 

the test year that would have a material effect on net operating income, rate base, and cost of capital 

that is not incorporated in the filed testimony and exhibits. 

Response) 

Witness) 

None. 

Sanford Novick and Steve Thompson 

Item 47 
Page 1 of 1 
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KENERGU COW. 
RESPONSE TO THE CO 

UEST FOR INFO 

2011 IRATE APPLICATION 

[tern 48) 

;went contracts. 

Provide all current labor contracts and the most recent contracts in effect prior to the 

Response) Kenergy's employees are all non-union. 

Witness) Sanford Novick 

Item 48 
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2011 RATE APPLICATION 

[tern 49) 

xovide the following: 

Regarding demand-side management, conservation and energy efficiency programs, 

a. 

b. 

A list of all programs currently offered by Kenergy Corp.; 

The total cost incurred for these programs during the test year and in each of three most 

-ecent calendar years; and 

e. The total demand and energy reductions realized through these programs during the test 

year and in each of the three most recent calendar years. 

Response a, b & c) 

[DSMJ programs. The cooperative has been working with its supplier, Big Rivers Electric 

Corporation, as they develop their IRP in the fall of 2010. Big Rivers is working with a consultant and 

its three member cooperatives to develop DSM programs. The cooperatives, in conjunction with Big 

Rivers Electric Corporation plans to integrate some appropriate DSM programs in 20 1 1. Kenergy 

promotes conservation and energy efficiency via the Focus newsletter each month and through its 

website. 

In conjunction with Big Rivers Electric Corporation, Kenergy began the following pilot DSM 

programs on October 1,2010. The purpose of the pilot programs are to gauge member response to the 

cash incentives and to gauge the appropriate marketing methods to reach the members. 

Kenergy does not currently offer any permanent demand-side management 

Item 49 
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2011 RATE APPLICATION 

2010-20311 Pilot ENERGY STAR New Home Program Nenergy/lBig Rivers Electric1 

VisionMission 

The ENERGY STAR new-home construction standard is an objective, reliable and verifiable energy- 

efficiency program that ensures the member will see substantial savings fkom his or her new home. 

Objective 

This program will educate and promote the ENERGY STAR home construction standard. 

New Home ENERGY STAR DESIGNATION 

The ENERGY STAR-certified contractor will complete a whole-house analysis ensuring quality work 

and energy efficiency criteria are met. This rater works closely with the builder to determine the 

needed energy-saving equipment, construction techniques and administration of required on-site 

diagnostic testinghspections are documented in order to assure the home is eligible to earn the 

ENERGY STAR certification. The home must meet the guidelines, making it 15-30% more efficient 

than standard homes. 

Step 1: Builder chooses to partner with ENERGY STAR. 

Through the partnership-agreement process, the builder selects a Home Energy Rater to work with to 

qualify his or her homes. 

Step 2: Builder and rater select appropriate energy-efficient home features. 

The builder submits the architectural plans to the Home Energy rater for review and analysis. 

Step 3: Builder constructs home and rater verifies features and performance. 

With the energy-efficient features selected, the builder then proceeds with construction of the home. 

Throughout the construction process, the rater performs a series of inspections and diagnostics to 

Item 49 
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2011. RATE APPLICATION 

verify proper installation of the selected energy-efficient features and overall energy performance of 

the home. 

Step 4: Rater qualifies the home and issues an ENERGY STAR Label. 

Once the rater completes the final inspection and determines that all requirements have been met, the 

rater will provide the builder with an ENERGY STAR label, which is placed on the home's circuit 

breaker box. 

Step 5: Home owner qualifies for an incentive. 

The first 20 homeowners that construct and present an original ENERGY STAR Home certificate to 

Kenergy will receive an incentive for $1,000. The pilot will begin on October 1,2010 and conclude on 

September 30,201 1. The pilot will be promoted through the Focus newsletter, direct mail to builders 

and the Kenergy web site. 

To earn the ENERGY STAR certification, a home must meet one of the following specifications: 

Achieve a HERS Index of 85 or below by using the Performance HERS Rating (See definition 

below.) 

Install prescriptive measures outlined in a Prescriptive-Builder Option Path (BOP). This 

option allows the builder to follow a prescribed checklist to achieve the required efficiency. 

0 

e 

**EERS Rating definition: A home-energy rating (HERS) is an analysis of a home's projected 

energy efficiency in comparison to a 'reference home' based on the 2006 International Energy 

Conservation Code. A home-energy rating involves both an analysis of a home's construction plans, as 

well as on-site inspections and testing by a certified Home Energy- Rater. 

Item 49 
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KENERGY COW. 
RESPONSE TO CONIMISSION’S 

ATA RIEQ‘CJES TION 

2011 RATE APPLICATION 

The lower a home’s JXERS Index, the more energy efficient it is. A home built to code scores an HERS 

Index of 100, while a net zero energy home scores an HERS Index of 0. Each 1 -point decrease in the 

HEiRS Index corresponds to a 1% reduction in energy consumption compared to the HERS Reference 

Home. Thus, a home with an HERS Index of 85 is 15% more energy efficient than the reference home 

and a home with an HERS Index of 80 is 20% more energy efficient. 

2Q1Q Pilot ENERGY STAR Refrigerator Rebate (Kenerm C!orp.Bi~ Rivers Electric 

VisionMission 

Promoting ENERGY STAR appliances with a cash incentive provides an established and recognized 

energy-effsciency standard to reduce energy consumption in the home. Education and cash incentives 

will provide motivation to upgrade to an energy-efficient model. 

Objective 

Influence homeowners to purchase ENERGY STAR refrigerators to help reduce energy consumption 

in the home, as well as ensure energy savings by the required removal and recycling of the old 

refiigerator. Kenergy will co-brand the ENERGY STAR label and the incentive program through 

promotional activities and cash incentives. 

Kenergy will present one $50 gift card to each member who provides the refiigerator’s proof of 

purchase, via the invoice fiom the dealer, the UPC code fiom the carton, and the Energy Guide 

showing ENERGY STAR certification. The removal of the old refrigerator by the dealer shall be 

noted on the invoice. The dealer shall receive $50 for the removal and recycling of the old unit. The 
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MIENERGY CO 
PON S 

FIR ATA TION 

2011 U T E  APPLICATION 

pilot will begin on October 1 , 201 0 and conclude on December 3 1 , 201 0. Kenergy will limit the 

incentive payment to the first 150 members who participate in the pilot. The pilot will be promoted 

through the Focus newsletter, direct mail to local appliance dealers, radio advertising and the Kenergy 

web site. 

Through education and the use of periodic incentives, it is Kenergy's hope that members will only 

consider ENERGY STAR appliances for their future purchases. 

CFL Distribution 

In addition to the pilot DSM programs, Kenergy continues to distribute CFLs to its members at Annual 

Meeting, Member Appreciation Day and other cornunity events. 

a. Kenergy had no cost for DSM programs during the test year and no cost in the three most 

recent calendar years. The CFL costs were paid by Big Rivers Electric Corporation. 

b. The total demand and energy reductions realized through the distribution of CFLs to its 

members are as follows: 

2007 2008 2009 2010 

No. CFLs 16,320 14,064 3,072 3,706 

Annual kW savings* 1,175 1,013 221 267 

Annual Kwh savings" 834,905 7 19,492 157,159 189,593 

*GDS 

Witness) David Hamilton 
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KENERGY COW. 
' RESPONSE TO T COMMISSION'S 

UEST FOR INFO TION 

Etem50) Provide separate schedules for the test year and the 12-month period itntnediately 

preceding the test year, that show the following information regarding Kenergy's investments in 

subsidiaries and joint ventures: 

a. 

b. Date of initial investment. 

c. 

d. 

fbrnish copies of these. 

Name of subsidiary or joint venture. 

Amount and type of investment. 

Balance sheet and income statement. Where only internal statements are prepared, 

e. Name of officers of each of the subsidiaries or joint ventures, officer's annual 

compensation, and portion of compensation charged to the subsidiary or joint venture. Indicate 

the position that each officer holds with Kenergy and the compensation received f?om Kenergy. 

Response a-e) Kenergy has no investment in subsidiaries or joint ventures. 

Witness) Sanford Novick 
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KENERGY COW. 
RESPONSE TO T E COMMISSION'S 

ATA REQUEST FOR TION 

Item51) Provide separate schedules showing all dividends or income of any type received by 

Kenergy fiom its subsidiaries or joint ventures for the test year and the three years preceding the test 

year. Indicate how this income is reflected in the reports filed with the Commission and any reports to 

Kenergy's member-customers. 

Response) Kenergy has no investment in subsidiaries or joint ventures. 

Witness) Sanford Noviclc 
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KIENERGY CORP. 
RESPONSE TO THE COMMISSION'S 

QUEST FOR INFO TION 

2011 RATE M?PPE%CAT%ON 

Item 52) Concerning non-regulated activities: 

a. Is Kenergy engaged in any non-regulated activities? If yes, provide a detailed 

description of each non-regulated activity. 

b. Is Kenergy engaged in any non-regulated activities through an affiliate? If yes, 

provide the name of each affiliate and the non-regulated activity in which it is engaged. 

c. Identify each service agreement with each affiliate and indicate whether the 

service agreement is on file with the Cornrnission. Provide a copy of each service agreement not 

already on file with the Commission. 

d. Has Kenergy loaned any money or property to any affiliate? If yes, describe in 

detail what was loaned, the terms of the loan, and the name of the affiliate. 

Response a) No. See attached board resolution on pages 2-3 of 3 of Item 50. 

Response b) No. 

Response c-d)N/A 

Witness) Sanford Novick 
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EO. BOX 7389 * 31 1 1 Fairview Drive 
Owensboro, Kentucky 42302-1389 

. 

(270) 926-4141 * FAX (270) 685-2279 
(800) 844-4732 

UCCERPT FROM THE MINUTES OF 
A MEETING OF THE BOARD OF DIRECTORS 

OF KENERGY CORP. 
I 

WHEREAS: 

A. 

B. 

C. 

D. 

E. 

Kenergy engages in the folfowing non-regulated businesses or activities: 

(I) Joint pole use with other Utifitiss 
(2) Leasing space on substation towers for telecommunication 

attachments (lessees provide retail service) 
(3) Selling geothermal equipment wholesale to licensed HVAC dealers 
(4) Leasing surge protection equipment to members 
(5) Leasing garage space at headquarters or branch office so that 

lessee can perform maintenance or repair work on Kenergy's mstor 
vehicles (lessee also is allowed to perform maintenance or repair 
work on motor vehicles of third parties) 

(6) leasing fiber optic strands that are not presently needed in 
distributing electric energy (lessee provide retail service) 

Recently enacted KRS 279.020 allows Kenergy to provide any good or 

service related to the distribution of electric energy without forming an 

affiliate. 
A 

The board of directors has determined that the non-regulated businesses 

or activities listed above in recital A are related to the distribution of 

electric energy. 

The board of directors desires to continue engaging in said businesses or 

activities without forming an affiliate. 

The board of directors' above det6rmiiation and its desire to continue 
. .  

engaging in said businesses or activities without forming an aftilitife are 

consistent with. recommendations of Kenergy's management and fegal . ' 

counsel. 
* .  

. .  \ 

. .  
. .  
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I NOW, THEREFORE, BE IT RESOLVED as follows: 

1. 

2. 

3. 

The businesses or activMes listed above in recital A are determined to be 

related to Kenergy’s distribution of electric energy. 

Kenergy shall continue engaging in said businesses or activities without 

forming an affiliate. 

Nothing herein shall preclude Kenergy from terminating in €he future any 

1 

of said businesses or activities or from later commencing a non-regulated 

business or actiiity that the board determines to be related to the 

distribution of electric energy, without forming an affiliate. 

1, Debra Hayden, Assistant Secretary, certify 
that the foregoing is a true and correct excerpt 
from the minutes of a meeting of the board of 
directors of Kenergy Gorp. on December 12, 

. 
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