COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
- RECEVED

In the Matter of; MAR 2 42003

PUBLIC SERVICE

ALLEGED FAILURE TO COMPLY WITH
KRS 278.300(1)

JACKSON ENERGY COOPERATIVE ) CONRISBION
CORPORATION )

) CASE NO.

)

)

SETTLEMENT AGREEMENT

This Settlement Agreement 1$ made and entered Into on 1his _;{f}ﬁ day or
&% 538?‘; between JACKSON ENERGY COORPERATIVE. CORPORATION
(“Jaékson knergy’), FREL LALLARAN, FRED M. BROVWN, EDWARD G, STAMPER,
KEITH BINDER, DALE MADDEN, STEVE PATTON, JR., AND DONALD THOMPSION
{"Named Directors”) and the STAFF OF THE PFUBLIC SERVICE COMMISSION
(“Commission Sfaff”).

| vvn“mt‘:‘sSETH: | |

WHEREAS, on Aprii 28, 2002, the Public Service Commission. {“*Commission”}
enzefecl a show cause Ordur it Case Nu. 2002-00118 ayainsi Jasksun Errergy in whidls
-}t stated that it had sufficient evidence to believe that Jackson Einergylx had"failed fo
comply with KRS 278.300(1), which slaies il l|QI ulility shali jssus svidenves of
indebtedness or assume any obligations or indébtedness of any other perscn Qntil it has

recelved appiuval lu Jdo su fiom the Cunmissiven, ad



WHEREAS, on April 29, 2002, the Commission entered a show cause Order in
Case No. 2002-00119 against the Named Directors in which it stated that-it had
sufficient evidence to believe that they had aided and abetted Jackson Energy in its
failure to comply with KRS 278.306(1); and |

WHEREAS, the Commission ordered Jackson Energy and the Named Directors
to sho.w cause why they should not be subiect (o the penaities of KRS 278.990{1) for
the alleged vioiation; and

WHEREAS, on May 17, 2002, Jackson Enérgy and the Named Directors, bf
counsel, ﬁléd a response to the Commission’s .Order' of Aprii 28, 2002 in which they
asserted tha£ they did not willfully fail to com.piy with KRS 278.300(1) and that any
failure to comply was due to oversight; and |

WHEREAS, on May 390, 2002, Jackson Energy ahd the Named Dire.otors,
through counsel, met at an informal conference at the Commission's offices; and |

WHEREAS, Jackson Energy, the Named Directors, and Commissi.on Staff desire
to seltle the issues raised by this proceeding and have entered into this Settlement
Agreement through compromise; |

NOW, THEREFORE, Jackson Energy, thé Nat_rﬁed Directors, and Commission
Staff agree thét:

| 1. Jackson Energy 5 a Kentucky coopérative corporation e_ngaged in the

distribution of eiec_tricity o the public fpr compensation for lights, heat, power, aﬁd other
uses, and is a utility subject to Commission jurisdiction pursuant to KRS 278.010 and

KRS 279.210.
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2. Jackson Energy and the Named Direclors have a duty to comply with the
provisions of Chapter 278 of the Kentucky Revised Sfatutes and Commission
regulations promuigated thereunder.

| 3. In lieu of any penalty that the Commission might assess against Jackson

Energy for the violations cited, Jackson Energy shall:

s

- {a)  Include in each of its anhuai reports to its members a full disclosure
of alt subsidiary activity of Jackson Energy.

by The _disclosure shall include the name of _eac‘n_ subsidiary of
dackson Energy, a description of each subsidiary’s activities, and the impéct that each
subsidiary .has had on Jackson Energy’s books for that year,

{c) File with the Commission ea.ch year, as an addendum to its annual
reporf, the name of each su_b_sidia.ry of Jackson Energy, a description of each -
subsidiary’s activities, the impact that each subsidiary has had oﬁ Jackson Energy's
books for that year, and financial statements on each subszdiary

| 4, The Named Directors shall each be assessed a civil penalty in the amount
of $100 for the vigclation cited herein. The penailty against each director shall be
suspénded on the following condition-sz

{a)  The Named Directors shall prepare and develop, or cause to be
| prepared and developed, a training _seminar, with hand-cuts, covering the proyisions of
KRS C.hapter 278 and 278 and the provisions of the administrative reéulations
contained in Chapter 807 that are applicable to rural electric cooperatives, {o be Heid. no
later than & monfhs from the date of the Commission’s Order afﬁproving this Settlemént_

Agreement.
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(b}  An outline of the training seminar and a copy of all documents the
Named Directors plan to disseminate at the seminar shall be submitted to Commission
Staff for prior review and approval.

{c Al current Directors of Jackson Energy, each of the Named
Directors and the President and CEO shall be required to attend the seminar.

(dy Evidence of attendance at the seminar of those individuals
identified in 4(c) shall be filed with the Commission within 10 days of the date of the.
seminar, | |

5. If the Commission finds the evidence of aﬁehdance sufficient, i shall enter
an Order dismissing the case and voiding the suspended penalty of $100 against each
Named Director.

8. Nothing contained herein shall be construed as an admission of a willful
violation of any étatute or administrative regulation, nor shall the Commission’s
acceptance of this agreement be constrﬂed as a finding of a willful violation of any
statute or administrative regulation.

7. This Settlement Agreement is subject to the acceptance of and approval
by the Commission.

8. Commissicn  Staff shai.l recommend to the Commission that this
Settiehent Agresment be accepted and_ approved .

9, if the Commission fails to accept and approve the Settlement Agreement
in is entirety,.. this proceeding shall Qo forward and -neither the terms of this Settlement
Agreement nor any matters raiséd.during satﬂement negotiations shall be bindiqg on

any of the signatories.
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10.  If the Gommission accepts and adopis this Setflement ggreemént in its

entirety and enters an Order in this proceeding to that effect, neither Jackson Energy
nor the Named Directors shall apply for a rehearing in this matter, nor bring legal action
for judicial review of the Order,

IN WITNESS WHEREOF, Jackson Energy, the Named _D'ireotars and

Commission Staff have executed this Settlement Agreement the day and year first

above written.

JACKSON ENERGY COOPERATIVE STAFF OF THE PUBLIC SERVICE

CORPORATION COMMIﬁlSON

BY: &MW BY: /Ziié r“ZLX )/”u.f@/&l/

TITLE: f?@s:/pe,vr JCEO TITLE: W/IL{ (@7?}5;&{) ke

Sed Ot/ N 7
DI"RED CALLAHAN

JM%EM

FRED M. BROWN

DALE MADDEN

STEVE PATTON, JR.

.
ot g rate
DONALD THOMPSON .
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