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EAST KENTUCKY POWFER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 20 

RESPONSIBLE PERSON: Counsel 

COMPANY: 

Request 20. Refer to the Application, Exhibit G-2, the Direct Testimony of 

David G. Ernes, pagcs 8 and 9 of 12. Provide an update, as of April 30,2007, on the 

status of the two actions initiated by the Environmental Protection Agency against EKPC. 

East Kentucky Power Cooperative, Inc. 

Response 20. United States ofAmerica v. EKPC (Clean Air Act Enforcement) - 

US.  District Court, Lexington - On January 28,2004, the United States, on behalf of the 

Environmental Protection Agency (“EPA”) sued EKPC alleging that physical or 

operating changes to thee  coal-fired generators resulted in simultaneous violations of the 

Prevention of Significant Deterioration (“PSD’) provision of the Clean Air Act; the New 

Source Performance Standards (“NSPS’) of the Clean Air Act; and the State 

Implementation Plan (“SIP) for Kentucky, as approved by EPA. The lawsuit seeks 

injunctive relief and civil penalties. The Cooperative answered the lawsuit on June 18, 

2004. Since that date, the parties engaged in and have now completed discovery. On 

January 17,2006, the Cooperative filed several motions with the Court asking that most, 

if not all of the claims, be dismissed. These Motions for Summary Judgment involved, 

(a) statute of limitation issues; 

(b) federal enforceability of Title V and state operating permits; 
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(c) applicability of the routine maintenance exclusion; and 

(d) legal standards applicable to PSD and NSPS claims, generally, as 

decided by the Fourth Circuit in United States v. Duke Energy. 

On August 18,2006, the Court entered an Order Setting Aside the 

Pre-Trial Conference and Bench Trial (previously scheduled for October 2) pending 

further Orders of the Court and stating that, “It would make the most sense to wait to try 

this matter until after the Supreme Court has issued a decision in Duke Energy.” The 

Order also directed the parties to file a short statement with the Court by early September, 

“setting forth which of the outstanding Motions for Summary Judgment clearly implicate 

the issues raised in the Duke Energy case, and thus should await a decision from the 

Supreme Court, and which of the outstanding Motions for Summary Judgment should go 

forward for decision.” The parties filed the statements requested by the Court, and on 

September 26, the Court issued an Order dismissing most of the Govemment’s motions 

without prejudice pending a final decision in Duke Energy. 

On March 27, 2007, the U.S. District Court for the Eastern 

District of Kentucky entered an Opinion and Order granting in part and denying in part 

EKPC’s Motion for Summary Judgment as to the statute of limitations issue as penalties. 

The Court held that the U.S. could seek civil penalties 5 years prior to the filing of its 

Complaint (January 28,2004). In addition, the Court dismissed as untimely certain 

claims for penalties under the Clean Air Act’s new source performance standards. 

On March 29,2007, the Court granted EKPC’s motion for 

summary judgment on the applicable legal standards for determining activities which 

trigger PSD review. On March 30,2007, the Court denied EKPC’s motion to dismiss 

certain claims for violation of operating permits. Following the decision by the Supreme 

Court in Duke Energy, the Court set a schedule for re-filing the previously dismissed 

motions for summary judgment and for trial. The trial is currently set to begin before the 

Court on January 22,2008. 
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United States ofAmerica v. EKPC (Clean Air Act Enforcement) - 

U.S. District Court, Lexington - On June 30,2006, the United States, acting at the 

request of the Environmental Protection Agency (“EPA”) sued EKPC charging operation 

of Dale Station Units 1 and 2 with technical violations of the Clean Air Act (“CAA”) acid 

rain program, and provisions of the NOx State Implementation Plan or NOx SIP Call. 

The issue for both units involves whether these units were subject to regulations as 

generators having a “nameplate” capacity greater than 25 megawatts and/or were 

generators used to generate 25 megawatts br inore of electricity. EKPC filed its Answer 

on August 8,2006. Discovery is ongoing, and is to be completed by May 9, 2007. The 

Court has assigned the action for trial by jury on November 27,2007. 

On July 14,2006, the Commonwealth of Kentucky’s Motion to 

Intervene was granted on the basis of common questions of law and fact. The case is in 

discovery with depositions of EKPC employees taken beginning on January 19,2007 and 

March 2007. EKPC is providing responses to the US’S written discovery requests and 

took the deposition of the Ky. EKPC designated representative on March 15,2007. 
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EAST WENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 21 

RESPONSIBLE PERSON: Andrew Jonathan Don 

COMPANY: East KentuckyTower Cooperative, Inc. 

Request 21. 

Jonathon Andrew Don. 

Refer to the Application, Exhibit G-3, the Direct Testimony of 

a. Has the National Rural Utilities Cooperative Finance 

Corporation (“CFC”) performed a credit evaluation of EKPC since September 30,2006? 

(1) If yes, provide the results of that credit evaluation. 

(2)  If no, indicate when would Mr. Don expect the next credit 

evaluation of EKPC would be performed. 

( 3 )  Provide copies of any correspondence between EKPC and 
any of the members of the Credit Facility syndicate between the period January 1 ,  2007 

and April 30,2007 regarding the terms of the Credit Facility and/or EKPC’s compliance 

with the terms of the Credit Facility. 

b. Refer to page 6 of 8. Has EKPC initiated any action to 

refinance or amend its unsecured revolving credit facility? Explain the response. 

Response 21. a. (1) Yes, however, it is a corporate policy of CFC that all 

credit evaluation of member borrowers are considered highly confidential and are not 

distributed outside of CFC. 

(2 )  Not applicable. 

(3)  See attached documents. 

b. No. 
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January 29,2007 

EKPC FILES RATE APPLICATION WITH KENTUCKY 
PUBLIC SERVICE COMMISSION 

On January 29, EKPC filed an application with the Kentucky Public Service 
Commission for approval of a 6.6 percent wholesale rate incrcase to be 
effective April 1. 

If approved, the request would provide additional annual revenue of $43.4 
million and amount to an overall increase ranging from abdut 4 to 7 percent 
at the retail customer level, depending upon the load characteristics of each 
member system. The request would increase the average residential electric 
bill by around $3 to $5 each month. 

The PSC must review and approve any wholesale or retail rate increase, as 
well as the April 1 implementation date. If the KPSC approves implementing 
the rate increase while the rate case is still ongoing, then the increase would 
be subject to refund upon conclusion of the case. 

Despite reductions in discretionary spending last year, the rate increase is 
necessary for EKPC to generate additional revenue to meet loan covenants. 
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COMPLIANCE CERTIFICATE 

I, Robert M. Marshall, tlie President &Chief Execulive Officer of East ICentucky 
Power Cooperhtive, Inc, (the ccConipany”)r and, as sricli, a Responsible Oficer of the 
Company, DO HEREBY CBRTlFY that: 

(a) I have &ducted a mview ofthe Credit Agreement dated as of 
September 2,2005 (the “Credit Agreenient”) and mended as of April 6,2006 bclvfeen 
the Company, the lenders party thereto and National Rum1 Utilities Cooperative Finance 
Coporafion, as Adininktrative Agent, the finiuzcial statements oftl ie Company and such 
other docuneiits as I have deemed necessary for this certificate. The stateinents present 
fairly in a11 malmial respects the financial coiidition and results of  operations of131he 
Borrower and its subsidiaries on a consolidated basis in accordance with GAAP 
consistently applied. Capitalized tem6 used and not defrned Irerein shall have the 
meaniiigs assigned to them in the Credit Agreement. This Compliance Certificate is 
being delivered pursuarit to Section 5,01(c) of the Credit Agreement, 

(b) . No Default has occwred during the period beginniiig on January I ,  2006 
and ending on the date Iiereof 

(c) AttachedIiercto as Schedules 1,2,3, and 4 are detailed calculations 
demonstrating compliance with the coveimbs set foitli in Sections G.Ol,G.QZ, 6.05 and 
(5.08, respectively, of the Credit Agwesmmt 86 ofthedate Iiereof. 

WlTNESS my hand this ITh day OF April, 2007. 
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Schedule 1 

As of the date 110reo~ &e Company has not created, iiicwred, assured, or peiinitted 
to exist any hdthtedness, excepr tliylat which is permitted under Section 6-01 ofthe 
Credit Agrement. 

&hedule 1 to Comoliaiics Certificate 
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Scliedale 2 

As ofthe date hereof, neither kt Conipaty nor any of i t6  Subsidiaries have created, 
incurred? aswned, or pwknitted to mist any Lien 011 any property or asset 130W owneci 
by it, or assigned or sold any ii%wiim ol’ revenues (including accoulzts receivable) 01- 
rights in respect of any tliereof, except that which is permitted under St~c42m G.02 of 
the Credit Agreern~nt. 

Schedule 2 to Compliance Certificate 
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Scliedulc 3 

As oftlia date hereof, lieither the company nor any o f  ib Subsidiwics have made 
or pamittcd to remain outstanding any hlVCStmOws, except that which i s  permitted 
under Section 6.05 ofthe Credit Agreement, 

~chsdule 3 to Gomuliarice Certificate 
i 
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Scltcdule 4 

Conipliance to SECTION 6.08. Cerlain Financial Covei2ants 

( a )  Debt Stmice Coveram Ratio. The Borrower will not ponnit, DP ofthe last 
day of any ca1endar yeaq the avmge Debt Service Coverage Ratio dwibg 
the two best yews out ofthree calendar years then ended to be less tlim 1 .OO ca 1. 

Avorage of 
2004 2005 2006 Best Two 
0.72 1.09 0.9s 1.04 

( b ) TOW Members’ Equities. Tlie Borrower wiIl not permit tho aggregate amount of 
its Total Members’ Equities Yo be loss than the followislg mpective amounts as 
at tlic last day o f  any calendar yew ending during the followiug respectivc periods: 

p-QjQ$j &mount 

From .Ianuasy 1,2005 tlilwgh 9; 90,000,000 
December 31,2007 

From January 1,2008 thi~ugh $ 100,000,000 
December 31,2010 

Total Members’ Equities at December 31,2006 was 8 107,032,000, 

( o ) Times hiterest Earmd Rat& The Borroyver will not perinis as to the last day of 
any calendar year, the averagE Times Interest Eauited Ratio during the two best 
yean out oftlime cal,endaipyears then ended to be less Ilia11 1.05 to 1. 

Average of 
2004 a Bost Two 
0.49 1.04 1.1.3 1 .OP 

( d )  hui tv  to Assets Ratio. The Borrowcr will not peiinit the Equity to Assets Ratio 
to be less than 3% as at the last day of any cttlenday quailor. 

Quarter thding 12/31/2006 

&& E& &uitY to Asset Rritio 

$2,030,092,000 tF 107,033,000 5.27% 
i 
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https://services.inhalinks.comlservletslGetDocumentAttachment/I123 1 0 6 c o v c a l . X L @ ~ ~ ~ b e r  
Date Prepared 5/14/2007 

Net Margins 11,173,988.89 
Interest on Long Term Debt 84,634,105.69 

95,808,094.58 / 84,634,105.69 = I 
Depreciation $ 39,384,187 I Interest on L-T Debt 84,634,106 
Net Margins 11,173,989 

138 141 727 

https://services.inhalinks.comlservletslGetDocumentAttachment/I123
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Loan Loan Loan Loan Loan Fund2 
Application Amounts Approval Amounts Available 

12/21/2004 $ 75,813,000 Construction of Transmission Facilities 08/09/2005 $ 64,240,000 06/30/200 
04/26/2005 $ 481,388,000 Construction of Spurlock 4 Unit 03/02/2006 $ 481,388,000 061301200 

- Date AJJJ-& Loan Purooses @& Approved & 

Total $ 557,201,000 $ 545,628,000 

i 

EXHIBIT F 

Pursuant to ction , of the Credit Agreement, below is a status report setting forth a detailed summary of the status ( 
applications submitted by EKPC to the RUS pursuant to Section 5.09 (a) of the Credit Agreement. 

[Report Period4 December 31,20061 

Loan 
Application 
- Date 

04/29/1992 
10/28/1994 
01/24/1997 
0 1/24/1997 
12/21/1999 
03/27/2000 
0711 812001 
09/14/200 1 
04/10/2003 
09/23/2004 

Loan 
Amounts 
AoDIied Loan Purposes 
108,808,000 Combustion Turbines 1-3 
43,594,300 Construction of Transmission Facilities 

6,626,000 Generation Upgrades 
61,436,530 Generation Upgrades 
86,096,000 Constriiction of Transmission Facilities 
92,400,000 Combustion Turbines 4-5 

217,500,000 Generation Upgrades - Pollution Control Equipment 
410,000,000 Constructioii of Gilbert Unit at Spurlock Station 

27,105,000 Construction of 5-Landfill Gas Units 
55,240,000 Combustion Turbines 6-7 

Loan 
Approval 

@& 
07/28/1993 
03/19/1996 
09/17/1997 
01/21/1998 
07/27/2000 
08/28/2001 
09/05/2002 
09/23/2003 
09/25/2003 
05/11/2005 

Loan 
Amounts 
Approved 

$ 32,910,000 
$ 6,626,000 
$ 56,833,000 
$ 85,600,000 
$ 92,300,000 
$ 223,500,000 
$ 433,863,000 
$ 27,645,000 
$ 55,240,000 

$ 108,808,000 

Loan Funds 
Available 

@& 
10/11/1995 
11/04/1999 
11/04/1999 
11/04/1999 
08/02/2001 
07/11/2002 
06/26/2003 
12/07/2004 
0511312005 
0810 112006 

I Total $ 1,108,805,830 $1,123,325,000 I 
I 1.0~11 Applicaliolls Subiiiilled mid Approved I 

RUS Auulication Status Summary 
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East Kentucky Power Cooperative 
SECOND ANNUAL BANK MEETING 

. .  

You are cordially invited 
to attend the 

Second Annual EKPC Bank Meeting 
to be held at the 

EKPC Headquarters 
4775 Lexington Road 

Winchester, Kentucky 40391 

Thursday, May 10 2007 
Starting at 9:30 A.M. 

RSVP to Della Damron 
at 1-800-262-7464 x 309 

by May 4,2007 
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Hotels: 
Homewood Suites 859-543-0464 
w\.vu.homewoodsuites.com 

Courtyard by Marriott 859-263-9090 
h~p:!lmarriott.conilboteIs/tra~~el/le~ee-cou~yarci-iex~r~i-le.~ ington-south-hamburg-placei 

Mamott 859-231-5100 
\vww.gri i'liiigatemarrio~t.coni 

Embassy Suites 859-455-5000 
w\\;\i~.cnibassysurtcs.com 

Radisson Plaza Hotel 859-23 1-9000 
\vww.radisson .coin/lcxiiiptonky 

Hyatt Regency Hotel 859-288-205 1 
w\\,\*..Iiyalt.com 

Dining and other activities in the Lexington area: 
liltp://~w~~.u..visitlex.e~~ni/a~~rac~ions.htinl 

Directions to and from the airports and hotels: 
llltp:/lwwu..mayquest.col: 

http:/iww\~~.l.iind~ncii~lly.comi 

Blue Grass Airport 
www.hlucgrassa irport.com 

Louisville International Airport 
\v\i~w.ilylouis\~i k c o m  

Cincinnatihlorthern Ky Inteinational Airport 
w~r.w.cvgairport.coiu 

AS1 KENIUCKY POWER CC3PERAlNE 

i. ,",,,,,,,*,," .,.,dCm,w,...,,".ibtb.%*A 
I 

http://w\.vu.homewoodsuites.com
http://w\\,\*..Iiyalt.com
http://irport.com
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I)IRE(:TIONS 'IO EAST I<ESTIJ(:KY POWER I1E.\I~QI!AR'I'ERS I:IIORI 
I.OIIISVILLE INTERNS~IONAI. .iIIWORT (SDF) 
Leaving tlic airport on 'leriiiinal Drivr, 
incrge onto l-leiiiy Watrcrson Expressway/ 
1-264 EIUS-60 fi for 1.5 miles 

hlrrge onto 1-64 l i  via I'ril 19A toward 
Lexington \.&I l.exington, 1-75 and 1-64 
becoine one rnad tliroii$ I cxington) 

l a k e  1-75 S tonard I<icluiioiid Knoxvillr 

Take Exit 110 t u w r d  I.exiiigton (lis 00 exit) 

Timi lrft onio U S  60 li Winclicrtcr Road - 
9 . 6  iniles 

EKPC I-lcndquarters is un the left side of lis 
60 appruxiniaiuly I mile pasf Oie Drive-hi 
'fhedlcl. I3lrtck p h k  fcncing surrounds the 
grounds 3nd you will see towers i n  the back- 
ground. Park i i i  visitoi~' lot at the front 
(Ilagpolr marks l i tmi  door) 

DIRECTIONS TO EAST KENTUCKY POWER HEADQUARTERS FROM 
CINCINNATI NORTHERN KENTUCKY INTERNATIONAL AIRPORT (CVG) 

Take Airport Exit onto KY 212 North 

Take ramp onto 1-275 East toward 
CincimatiLexington/Louisville for 3.4 miles 

Take Exit 84 onto 1-75 South toward 
Lexington 

Take Exit 110 toward Lexington (US 60 exit) 

Turn left onto US GO Eminchester Road - 
9.6 miles 

EKPC Headquarlers is on the left side of US 
60 approximately 1 mile past the Drive-In 
Theater. Black plank fencing snnounds the 
grounds and you will see towers in the back- 
ground. Park in visitors' lot at the eont 
(flagpole marks front door) 

DIRECTIONS TO EAST KENTUCKY POWER HEADQUARTERS FROM 
LEXINGTON BLUE GRASS AIRPORT (LEX) 

From Airport entrance turn right onto 
Man-0-War Blvd. 

Follow Man-0-War Blvd to US 60 
EiWinchester Rd. 

T u n  right onto US 60 E/Winchester 
Road - 8-9 miles 

EKPC Headquarters is on the left side of US 
60 approximately 1 mile past the Drive-In 
Theater. Black plank fencing surrounds the 
grounds and you will see towers in the back- 
ground. Park in visitors' lot at the front 
(flagpole marks front door) 

ST KENTUCKY ?OWER COO?ERAllVI 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 22 

RESPONSIBLE PERSON: Daniel M. Walker 

COMPANY: East Keutucky Power Cooperative, Inc. 

Request 22. 

Daniel M. Walker, page 8 of 20. Provide a revised list of cooperatives with investment 

grade ratings as of December 31,2006. If available, also provide the same information as 

of March 3 1,2007. 

Refer to the Application, Exhibit G-4, the Direct Testimony of 

ResDonse 22. 

“G&T Accounting & Finance Handbook”, and is not readily available from other 

sources. The requested information for December 3 1,2006 from the G&T Handbook 

will not be available until June. Mr. Walker will provide the requested information as 

soon as it is available. The requested information for March 2007 is not available and is 

not typically made available on a quarterly basis. 

The information provided by Mr. Walker was obtained from the 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 23 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: East Kentucky Power Cooperative, Ine. 

Request 23. 

William A. Bosta, page 8 of 15. Mr. Bosta states that EKPC decided against making any 

significant efforts to alter the existing rate design structure due to the need to implement 

rates immediately. Identify any rate design changes that EKPC would have proposed if 

not for the need for immediate rate relief. 

Refer to the Application, Exhihit G-8, the Direct Testimony of 

Response 23. Several alternatives were under consideration. These include: 

Establishing additional “E” rate alternatives. 

Allowing choice of “E” rate alternatives on a sibstation-by- 

substation basis. 

Reviewing and updating the cost of new and existing 

substations, including recognition of cost differentials by MVA 

level. 

Reviewing and updating the monthly metering fee. 

Establishing an even higher load factor rate alternative for 

industrial loads. 

Consider establishing a non-minimum demand rate for 

industrial loads. 

Consider changing the criteria for allowing special contracts. 
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Offering a real-time pricing alternative for large commercial 

and industrial customers. 

Reviewing and updating, as necessary, the on-peak and off- 

peak time-of-day rate periods. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 24 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reauest 24. 

been released by EKPC? 

a. If yes, provide copies o f  the 2006 report. 

b. If no, when does EKPC expect the report will be available? 

Refer lo the Application, Exhibit Q. Has the 2006 Annual Report 

Response 24. a. EKPC’s 2006 Annual Report is not yet available. 

b. EKPC expects the Annual Report to be available by May 31 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 25 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, InL 

Reauest 25. 

pages 21 through 24. Explain the purpose and function of the Board of Directors’ 

committee system. Include a discussion of how the membership of each committee is 

determined and the roles oftbe board members and system managers on each committee. 

Refer to the Application, Exhibit Q the 2005 Annual Report, 

Response 25. 

response, explains the purpose and function of the Board of Directors’ committee system. 

Section 111, parts E through G,  beginning on page 4 states how the membership of each 

committee is determined and the roles of the board members and system managers on 

each committee. 

Section 11 of Board Policy No. 106, beginning on page 2 of this 
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EAST KENTUCKY POWER COOPERATIVE 

POLICY NO. 106 JULY 6,1979 

SIATEMENT OF IIJNC’I IONS OF STAWING COhlMI?TEES 
OF 13OAIW OF DIRECTORS 

I. BASIC FUNCTION 

The basic function of the three standing committees of the Board of Directors (“Board”) 
is to study and review all agenda items and other issues that come before the Board, and 
to make recommendations to the Board on these items and issues as appropriate; and to 
perform any other duties and undertake any other tasks as set forth in these board 
policies, the bylaws or requested by the Board of East Kentucky Power Cooperative 
(“EKPC”). 

The basic functions and duties of the Audit Committee are described in Section 11, other 
Committees, paragraph A. 

11. DUTIES AND RESPONSIBILITIES 

Standing Committees 

A. OPERATIONS, SERVICES AND SUPPORT COMMITTEE - The Operations, 
Services and Support Committee shall have primary responsibility for 
consideration of all matters relating to the financial and operational aspects of 
EKPC not delegated to another standing committee, or the Audit Committee, 
including the following: 

1. Review of the EKPC Annual Budget & Work Plan as recommended by the 
President and Chief Executive Officer (“President and CEO”) with 
submission to the Board in December with the committee’s 
recommendations. 

Review of proposed changes to the Bylaws or Board policies and making 
appropriate recommendations to the Board. 

Review of and making appropriate recommendations to the Board on items 
relating to personnel or human resource issues. 

Review of items and issues relating to services and support functions 
provided by EKPC including without limitation, strategic planning, member 
services, public affairs, economic development, marketing, and pricing, and 
making appropriate recommendations to the Board. 

2. 

3. 

4. 
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POLICY NO. 106 -2- JULY 6,1979 

5. Review of other items and issues relating to the financial and operational 
aspects of EKPC, and the provision of service and support functions by 
EKPC, and making appropriate recommendations to the Board. 

B. FUEL AND POWER SUPPLY COMMITTEE -The Fuel and Power Supply 
Committee shall have primary responsibility for consideration of all matters 
relating to fuel and power supply of EKPC including the following: 

I .  Review of items and issues relating to fuel procurement and making 
appropriate recommendations to the Board. 

Review and approval of applicable fuel purchases pursuant to Board Policy 
No. 403. 

Review of items and issues relating to power supply planning and making 
appropriate recommendations to the Board. 

Review of other items and issues relating to fuel, generation, and power 
supply and making appropriate recommendations to the Board. 

2. 

3. 

4. 

C. POWER DELIVERY COMMITTEE - The Power Delivery Committee shall have 
primary responsibility for consideration of all matters relating to transmission and 
power delivery of EKPC, including the following: 

1. Review of all items and issues relating to all aspects of transmission 
including without limitation, planning and reliability and making 
appropriate recommendations to the Board. 

Review of all items and issues relating to communications, 
telecommunications and information transfers by or for EKPC, both internal 
and external, and making appropriate recommendations to the Board. 
Review of other items and issues regarding all other aspects of the power 
delivery function of EKPC and making appropriate recommendations to the 
Board. 

2. 

3. 

Other Committees 

A. AUDIT COMMITTEE -The Audit Committee shall have primary responsibility 
for consideration of all matters relating to accounting policies and internal 
controls of EKPC, including the following: 

1. Review of selection of an external auditor to perform an annual independent 
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POLICY NO. 106 -3- JULY 6,1979 

financial audit on the operations of EKPC, determination of the scope of such 
audit, review of the report on the financial audit with the external auditor and 
making any appropriate recommendatiols to the Board. 

Perform other duties as outlined in the Audit Committee Charter 
(Attachment 1). 

2. 

111. ORGANIZATIONAL RELATIONSI-IIPS 

A. Each of the three standing committees and the Audit Committee shall report 
directly to the Board. 

Each committee shall undertake and perform the functions and duties as described 
above consistent with the delegation of authority to the President and CEO in 
Board Policy No. 103. The President and CEO shall make the determination as to 
which committee shall review any particular item or issue. 

With respect to any item or issue which has not been included in the Board 
approved EKPC Annual Budget & Work Plan, or for which there are other related 
financial, operational or other issues, the committee which has responsibility for 
review of the subject matter of that item or issue pursuant to this policy, shall also 
review any related financing, budgetary, operational or other issues related to that 
item or issue and make appropriate recommendations to the Board, regardless of 
whether the related items or issues may otherwise lie within the responsibility of 
another committee. 

The committees, other than the Audit Committee, shall have as close to an equal 
number of members as is possible given the number of member systems existing 
at any given time. Each committee shall have as close to an equal number of 
Directors and ManagersKEOs of member systems as possible with no member 
system having more than one representative on any one committee. 

B. 

C. 

D. 

E. Each Standing Committee will meet monthly on the day before each Board meeting, 
the day of the Board meeting, or at the call of the Chairman of the Board or the 
Committee Chairman. A meeting of the committee may also be called by any three 
members of the Committee. The Audit Committee will meet at least two times per 
year at times selected by the Audit Committee Chairman, pursuant to appropriate 
notice. The Audit Committee may hold meetings by telephone, pursuant to 
appropriate notice and if circumstances dictate. The Audit Committee Chairman 
will be appointed by the Chairman of the Board and Board officers, considering the 
qualifications of the Chairman as outlined in the Audit Committee Charter. The 
Audit Committee Chairman will consult with the Board officers in selecting a 
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member from each of the three standing Board Committees, resulting in an Audit 
Committee comprised of two regular directors and two alternate directors. 

Each Standing Committee is a continuing one and the term of each member shall 
run for one year, coincident with the term of the Chairman of the Board, and until 
his successor is elected or appointed. Standing Committee members will rotate 
on a staggered basis to ensure that no member serves for more than three 
continuous years on any one committee. The Audit Committee membership will 
stand until the Chairman of the Board makes a change, with the advice and 
consultation of the other officers of the Board. 

F. 

G. At the first meeting following election of Directors, each Standing Committee 
shall elect a Chairman, Vice-chairman and Secretary, with the Chairman and 
Vice-chairman both being regular Directors. If the Secretary is not a regular 
Director, in the absence of both the Chairman and Vice-chairman at any given 
meeting, the Committee shall elect a Chairman Pro Tem from among the regular 
Directors to conduct the meeting and present the Committee reports to the Board. 
No Board officer shall also serve as a Standing Committee Chairman, but may 
serve as Chairman of the Audit Committee. 

Amended: 02-12-80 
Amended: 03-10-81 
Amended: 08-17-82 
Amended: 10-12-82 
Amended: 02-16-83 
Amended: 03-08-83 
Amended: 02-1 1-86 
Amended: 12-09-86 
Amended: 02- 10-87 

Amended: 04-07-87 Amended: 12-06-94 
Amended: 12-08-87 Amended: 12-13-94 
Amended: 03-08-88 Amended: 01-10-96 
Amended: 09-13-88 Amended: 11-12-96 
Amended: 03-13-90 Amended: 12-05-00 
Amended: 06-09-92 Amended: 05-08-01 
Amended 08-03-93 Amended: 09-09-03 
Amended: 02- 15-94 
Amended: 09- 13-94 
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Attachment to Board Policy #lo6 

EAST KENTUCKY POWER COOPERATIVE, INC. 
AUDIT COMMITTEE CRARTER 

One committee of the East Kentucky Power Board of Directors (“Board”) will be known as the 
Audit Committee. The Chairman of the Board will consult with the Board officers in appointing 
the Audit Committee chairperson who will then consult with t k  Board officers in selecting one 
member from each of the three standing Board committees (Operations, Services and Support 
Committee, the Fuel and Power Supply Committee, and the Power Delively Committee.) As a 
result, the Audit Committee will be comprised of two regular directors and two alternate 
directors. The Chairman of the Audit Committee must have past employment experience in 
finance or accounting, requisite professional certification in accounting, or any other comparable 
experience, which results in “financial sophistication.” Each member of the Audit Committee 
should be able to read and understand fundamental financial statements, including the balance 
sheet, statement of operations, and cash flow statement. 

The primary function of the Audit Committee is to assist the board in fulfilling its oversight 
responsibilities by reviewing the financial information that will be provided to the member 
owners and others, the systems of internal controls management and the Board have established, 
and all audit processes. 

1. General responsibilities 

A. The Audit Committee provides open avenues of communication between the 
independent accountant and the Board. 

B. The Audit Committee must report Committee actions to the full Board and may 
make appropriate recommendations. 

C. The Audit Committee has the power to conduct or authorize investigations into 
matters within the committee’s scope of responsibilities. The committee is 
authorized to retain independent counsel, accountants, or others it needs to assist in 
an investigation. 

D. The committee will meet at least twice each year, or more frequently if 
circumstances make that preferable. The Audit Committee chairman has the power 
to call a committee meeting whenever he or she thinks there is a need. An Audit 
Committee member should not vote on any matter in which he or she is not 
independent. The committee may ask members of management or others to attend 
the meeting and is authorized to receive all pertinent information from 
management. 
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Attachment 

-2- SULY 6,1979 

E. The Audit Committee will do whatever else the law, the Cooperative’s charter or 
bylaws, or the Board requires. 

11. Responsibilities for engaging independent accountants 

A. The Audit Committee will select the independent accountants for Cooperative 
audits. The committee’s selection is subject to approval by the full Board. The 
Audit Committee also will review and set any fees paid to the independent 
accountants and review and approve dismissal of the independent accountants. 

B. The Audit Committee will confirm and assure the independence of the independent 
accountant. The Audit Committee will ensure that no prohibited consulting 
services are performed by the independent accountant. 

C. The Audit Committee will consider, in cod ta t ion  with the independent 
accountant, the audit scope and procedural plans made by the independent 
accountant. 

D. The Audit Committee will consider requests from management and the primary 
independent accountant if either thinks there might be a need to engage additional 
auditors. The Audit Committee will decide whether to engage an additional firm 
and, if so, which one. 

111. Responsibilities for reviewing the annual external audit and the review of quarterly and 
annual financial statements 

A. The Audit Committee will ensure that the independent accountant considers the 
board of directors as its client, that it will be available to the full Board at least 
annually, and that it will provide the committee with a timely analysis of significant 
financial reporting issues. 

B. The Audit Committee will serve as the Risk Oversight Committee. 

C. The Audit Committee will review the following with the independent accountant: 

1. The adequacy of the Cooperative’s internal controls, including computerized 
information system controls and security. 

2. Any significant findings and recommendations made by the independent 
accountant, together with management’s responses to them. 



PSC Request 25 

Page 8 of 9 

POLICY NO. 106 
Attachment 
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D. Shortly after the annual audit is completed, the Audit Committee will review the 
following with management and the independent accountant: 

1. The Cooperative's annual financial statements and related footnotes. 

2. The independent accountant's audit of and report on the financial statements. 

3. The independent accountant's qualitative judgments about the 
appropriateness, not just the acceptability, of accounting principles and 
financial disclosures and how aggressive (or conservative) the accounting 
principles and underlying estimates are. 

4. Any serious difficulties or disputes with management encountered during 
the course of the audit. 

5. All other aspects of the audit procedures or findings that GAAS requires the 
auditors to discuss with the committee. 

E. The Audit Committee will consider and review with management any significant 
findings during the year and management's responses to them. 

F. The Audit Committee will review annual financial filings with the Public Service 
Commission and other published documents containing the Cooperative's financial 
statements and will consider whether the information in the filings is consistent 
with the information in the financial statements. 

G. The Audit Committee will review the interim financial reports with management 
and the independent accountant before those interim reports are released to the 
public or filed with the Public Service Commission or other regulators. 

H. The Audit Committee will prepare a letter for inclusion in the annual report that 
describes the committee's composition and responsibilities and how the 
responsibilities were fulfilled. 

W .  Periodic responsibilities 

A. Review and update the Audit Committee's charter annually. 

B. Review policies and procedures covering officers' expense accounts and 
perquisites, including their use of corporate assets, and consider the results of any 
review of those areas by the independent accountant. 
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C. Review, with the independent accountant, the results of their examination of 
compliance with the Cooperative’s code of conduct. 

D. Review legal and regulatory matters that may have a material effect on the 
Cooperative’s financial statements, compliance policies and programs, and reports 
from regulators. 

E. Meet with the independent accountant and management in separate executive 
sessions to discuss any matters the committee or these groups believe should he 
discussed privately with the Audit Commidee. 

F. Perform oversight on other financial matters, as required. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 26 

RESPONSIBLE PERSON: Gary G. Stansberry 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 26. 

all spreadsheets included in Exhibit S, with all formulae intact. The electronic copy 

should use MicrosoftB Excel 97 - 2003 formal. 

Refer to the Application, Exhibit S. Provide an electronic copy of 

Response 26. 

The original COS was constructed in Quattro Pro and has been converted to Excel. Any 

incompatibilities that exist should he referred back to the original Quattro version. 

The CD enclosed contains two files, one Quattro and one Excel. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF'S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 27 

RESPONSIBLE PERSON: Gary G. Stansberry 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 27. Refer to the Application, Exhibit S, page 2 of 10. 

a. Provide an explanation of what items fall under the columns 

labeled "General" and "Other." 

h. Provide an explanation ofwhat the $1,820,987 shown in the 

"Other" column as Intangibles represents. 

c. Provide an explanation of how and where in the study each of 

the allocators were derived. 

Response 27. a. General = General Plant Accounts 390-397 

Other = Intangible Plant 301-303 

b. The breakdown of the total by account is as follows: 

2005 Test Year 
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C. The allocators for Steam are found on Page 9 ofExhibit S. The 

demand allocator was developed as a proportion of steam capacity (KW) to total capacity 

applied to steam-related plant only (less turbogenerator accounts 3 14,3 15). The energy 

allocator was proportioned on Inland Steam’s energy to total energy in equivalent KWH. 

The General Plant allocalors (last line of pg 2 General Plt %) are based on a previous 

internal study by EKPC. The Intangible Plant and Prepayments were allocated based on 

Gross Plant percentage (line 1 - Total Utility Plant). Cash Working Capital (CWC) was 

allocated based on 45 days (12.5%) of O&M (less Fuel) + A&G. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 28 

RESPONSIBLE PERSON: Gary G. Stansberry 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 28. Refer to the Application, Exhibit S, page 3 of 10. 

a. Provide an explanation of how Production Operation and 

Maintenance (“O&M”) expense and Purchased Power were functionalized to the 

Production Demand and Production Energy categories. 

b. Provide an explanation of what activities and accounts 

constitute Distribution O&M expenses. 

Response 28. 

component based on NARUC methodology as on pages 7-8 of Exhibit S. The total fixed 

and variable amounts were $28,787,518 and $70,975,255 respectively. The fixed portion 

represents demand and the variable portion represents energy. After making the steam 

allocation of 4.10% times the Spurlock unit’s fixed costs of $6,772,955,equaling 

$277,554, the residual of fixed costs of $28,509,965 are given to Production Demand. 

The Production Energy is handled similarly with a steam energy allocation being 4.38% 

of Spurlock’s variable steam-related costs of $26,486,362 equaling $1,161,363. The 

residual variable costs of $69,8 13,892 become Production Energy’s share. 

a. Production O&M was first split into a fixed and variable 

Purchased Power is allocated an amount to Production Demand based on demand charges 

associated with the purchases. The remainder of Acct 555 is allocated to Production 

Energy. 
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h. Distribution O&M expenses constitute Accts 580-598. These 

are O&M expenses related to EKPC’s substations. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF'S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 29 

RESPONSIBLE PERSON: Gary G. Stansberry 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 29. Refer to the Application, Exhibit S, pages 3 and 4 of 10. 

a. Provide an explanation of how and where in the study each of 

the allocators on page 4 of 10 were derived. 

b. Provide an explanation of why Administrative and General 

("A&G) salaries on page 3 of 10 are split 50 percent between the gross plant allocator 

and the labor allocator found on page 4 of 10. 

Response 29. 

salaries related to each function whether Production, Transmission, Distribution or 

Services. 

a. The salaries allocator is based on the amount of wages and 

Total Expense before Taxes = sums all expenses on Page 3 of 10 through Depreciation 

and before Taxes. The proportion of each function's sum to the total represents the Tot 
Exp Allocator percentage. 

Labor Allocator = uses the Salaries allocator on pg 4 of 10 and further breaks out the 

steam portion fiom the Production function. 
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Gross Plant Allocator = the sum of Total Utility Plant + Completed 106 (pg 2 of 10) to 

the Total. In addition the General Plant and Amortization portions have been reallocated 

to the Production, Transmission, Distribution, and Services fmctions. 

Gross Plant (excl lines) = Total Utility Plant plus General Plant & Amortization 

allocations to major functions less Transmission Lines plant, proportioned to Total Utility 

Plant minus Transmission lines total. 

P,T,D, & Cust Ex@ =the sum of the O&M accounts only (including Consumer Accts, 

Sales) from page 3 of 10 to the total of those accounts. 

b. A combination of allocators were used to best track the 

relationship of A&G payroll to the various functions. The A&G expense has a strong 

relationship to plant investment and at the sane time it is the support function for the 

labor in each function. Therefore combining both elements and giving equal weight 

provided the best allocation method. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 30 

RESPONSIBLE PERSON: Gary G. Stansberry 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 30. Refer to the Application, Exhibit S, page 5 of 10. 

a. In the box allocating the classified costs, all costs classified as 

Consumer ($16,932,853) are allocated to rate class E. Provide a listing of the activities by 

account and an explanation as to why the other rate classes are not allocated any of these 

costs. 

h. Provide an explanation of why the $8,857,114 in energy costs 

were directly assigned to TGP, but Gallatin’s, Inland Electric’s, and AGC’s energy costs 

are not directly assigned. 

ResDonse 30. 

function and found on page 4 of 10. This is the full allocation of costs related to EKPC’s 

substations. This includes the O&M accounts of: 

a. This allocation of $16,932,853 is from the Distribution 

581 -- Load Dispatch Distribution 

582 -- Distribution Station Expenses 

592 -- Main of Dist Station Eq 

In addition, investment costs of interest, depreciation, taxes, return and various 

allocations ofA&G comprise the remainder of the Distribution function’s cost. 
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These cost elements form the basis of EKPC’s load center charge to its member 

cooperatives and is a separate charge from Rate E, B, C, or any remaining contracts. It 

has been placed under the E rate class for ease of display and calculation. The revenue 

from such is also placed in this rate class E column for the same reason, page 6 of 10. 

b. The directly assigned costs to TGP are tracked costs, due to 

their contractual arrangements to be billed from the Cinergy Index in On-peak and 

marginal generation costs in Off-peak. This becomes the direct basis for their billing. 

All other customers including Gallatin, Inland Electric and AGC are simply dispatched 

from within the generation stack of load requirements with no differentiation or tracking 

of costs. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFFS THIRD DATA REQUEST DATED 05/01/07 

REQUEST 31 

RESPONSIBLE PERSON: Gary G. Stansberry 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 31. Refer to the Application, Exhibit S, page 10 of IO. 

a. Provide an explanation of how column 1, “NCP Peak KW,” 

was derived, including the date each class attained its peak. 

b. Provide an explanation of why the NCP Peak KW figures are 

different for Gallatin between the Transmission and Production tables. 

c. Provide an explanation of how column 5, “Adjusted Excess,” 

was derived, including the derivation of the adjustment factor (1.0733) in the 

Transmission table. 

d. Provide an explanation of how column 5, “Adjusted Excess,” 

was derived, including the derivation of the adjustment factor (0.9847), in the Production 

table. 

e. Provide an explanation of what “Dec = 2,599,000” represents 

and why column 6, “Allocation Demand,” for both Transmission and Production tables 

was forced to total to 2,599,000 kW. 

Response 31. a. The NCP Peak KW was derived from EKPC’s MV90 interval 

metering system. The class 15 minute peak amounts were used and are on the following 

dates: 
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Rate E 12/20/05 

Rate B 1013105 

Rate C 8/28/06 

Inland Elect 6/29/06 

Gallatin 7/30/06 

TGP 3/4/06 

AGC 9/22/06 

b. The Production is Gallatin’s actual NCP peak. The 

Transmjssioli KW and KWh have been adjusted to reflect the direct assignment of 

$1,457,679 KU wheeling costs to Gallatin for 148,142 KW of their load. The remainder 

23,104 K W  and the associated average load factor energy (KWh) are carried forward in 

the calculation to allocate the remainder system Transmission demand costs. The 

allocated system Transmission cost plus the direct assignment cost becomes Gallatin’s 

total transmission cost. 

C. The Adjusted Excess column is calculated by taking the 

difference between the system CP (2,599,000) and the Average Demand (1,268,216) and 

apportioned on and added to the Excess column. 

d. The derivation of the Production table is calculated the same as 

(c.) above. The difference in the table amounts reflect the difference in Avg Demand 

amounts due to Gallatin’s transmission wheeling direct assign costs for the Transmission 

table and Gallatin’s interruptible load on the Production table. 

e. “Dec = 2,599,000” is the system CP and it occurred in 

December (Dec) for the test year. The Average and Excess method uses NCP peaks and 

adjusts the Excess to the system CP amount. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 32 

RESPONSIBLE PERSON: Frank J. Oliva 

COMPANY: East Kentucky Power Coopei-ative, Inc. 

Request 32. 

dated December 5, 2006 (“Staffs First Request”), Item 2. 

Refer to the response to the Commission Staffs First Data Request 

a. Has EKPC prepared a 20-year financial forecast and equity 

development plan for the period 2007 through 2026? 

b. If yes to part (a), provide copies of the plan and indicate when 

the Board of Directors adopted the plan. 

c. If no to part (a), indicate when EKPC expects to prepare and 

submit for Board o f  Directors‘ approval the plan covering the 2007 to 2026 period. 

Response 32. 

equity development plan for the period 2007 through 2026. 

a. Yes, EKPC has prepared a 20-year financial forecast and 

b. Information is provided on pages 2 through 24 of this response, 

The EKPC Board of Directors adopted the plan on March 5,2007. 

c. Not applicable. 



PSC Request 32(b) 

Page 2 of 24 

TWENTY-YEAR FINANCIAL FORECAST 

2007-2026 
EQUITY DEVELOPMENT PLAN 

FEBRUARY 2007 
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EAST KENTUCKY POWER COOPERATIVE, TNC. 

TWENTY-YEAR FINANCIAL FORECAST 

2007-2026 
EQUITY DEVELOPMENT PLAN 

Index of Material 

Official Forecast 

Key Assumptions and Data Sources 

Commentary 

Statement of Operations - Schedule I 

Cash Flow Schedule - Schedule LT 

Balance Sheet - Schedule Ill 
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EAST KENTUCKY POWER COOPERATIVE 

TWENTY-YEAR FINANCIAL FORECAST 
EQUITY DEVELOPMENT PLAN 

2007 - 2026 

This financial forecast reflects actual operating data for 2005 and 2006, the budget for 
2007 and2008, and a projection of revenue requirements and operating costs for the 
period of 2009 through 2026. The projections made in this forecast are based on the 
Intemated Resource Plan filed in October 2006, the 2006 Load Forecast dated August 
2006, the 2006 Evaluation of Production O&M Expense, the Board approved Twenty- 
Year Financial Forecast for 2006-2025 dated February 2006, and other appropriate 
updated information. 

Key Assumptions 

1. Annual compound load growth for the member cooperatives for the forecast period 
is provided below: 

Winter Demand 2.5% 
Summer Demand 2.1% 
Energy 2.4% 

2006 information is based upon twelve months of actual information. 

Budget information is used for the years of 2007 and 2008 

The general rate of escalation and the capital cost escalation rate are estimated to 
be 3.0 percent per annum for the forecast period. Since the rate of increase in 
medical costs is expected to exceed the general inflation rate, the escalation rate 
for employee benefits has been assumed at 4.0 percent per annum. 

Annual off-system sales are estimated to range from 330,700 to 1,336,000 MWh 
per year froin 2009 through 2026. The 2007 and 2008 budgets are estimated at 
307,600 MWh and 373,290 MWh, respectively. Margins on off-system sales are 
assumed to be 4.0 mills per kWh in 2006, with this margin escalating at one-half 
the escalation rate. 

2. 

3. 

4. 

5 .  

6. hterest rates in this forecast for long-term debt are estimated to be 6.0 percent in 
2009 and 2010, increasing to 6.5 percent from 201 1 through 2026. Short-term 
debt interest rates are estimated to be 7.25 percent from 2009 though 2026. Tax- 
exempt bonds are estimated to be 4.0 percent from 2009 through 2026. 

hternally generated funds are invested at an annual investment rate of 5.0 percent 
from 2007 through 2026. 

7. 
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8. Revenue requirements and rates in this forecast have been determined on the basis 
of the annual TIER level required by RUS. A rate increase has been deemed 
appropriate in those years when the current rates provide a TIER less than 1.05. 
The 1.05 minimum TIER is in compliance with RUS's "General and Pre-Loan 
Policies and Procedures Common to Insured and Guaranteed Electric Loans", 7 
CFR Part 1710 published January 9, 1992. 

The current Fuel Adjustment Clause (FAC) base fuel charge of 20.25 mills per 
kWh is held constant throughout the forecast period. 

The U.S. EPA has issued new regulations for the reduction of sulhr dioxide, 
nitrogen oxide, and mercury emissions. The Clean Air Interstate Rule (CAR) and 
the Clean Air Mercury Rule (CAMR) will require a 60-70% reduction in the 
emissions of these pollutants. The C A R  rule for SO2 and NOx requires 
reductions by 2010 and the CAMR rule for mercury requires reductions in 2010. 
These regulations will necessitate the installation of pollution coutrols at the 
various E W C  power plants to achieve the necessary reductions . 

Thc estimated annual costs of these controls have been included in the'financial 
forecast and are listed in Exhibits A & B. 

9. 

10. 

11. Clean Air Act compliance costs and PSC funding requirements for SFAS 106 
(Post-Retirement Employee Benefits) have been included in this forecast. 

In March 2005, the E. A. Gilbert Generating Unit became operational. This is a 
coal-fired 268 MW circulating fluidized bed unit. Capital cost was $400 million. 

12. 

13. In April 2009, Spurlock Unit No. 4 will become operational. This is a coal-fired 
278 MW circulating fluidized bed unit. Estimated capital cost is $522 million. 

In June 2010, Smith Unit No. 1 will become operational. This is a coal-fired 278 
MW circulating fluidized bed unit. Estimated capital cost is $625 million. 

14. 

2 
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COMMENTARY 

EQUITY DEVELOPMENT PLAN 

The January 19, 1995, revision to Code of Federal Regulations, 7 CFR Part 1710, 
specifies that a G & T's projected equity level be adequate to enable the borrower to 
meet its financial needs and to provide service consistent with the RE Act. 

The results of this Twenty-Year Financial ForecasVEquity Development Plan show 
EKPC's equity to asset ratio increasing from 5.7% in 2005 to about 6.6% in 2015, 9.6% 
in 2020, and 13.4% in 2026. 

Because EKPC's distribution cooperatives are at a competitive disadvantage with 
neighboring investor-owned and municipal utilities in Kentucky, it will be impractical 
for EKPC to build a great level of equity in the near term. EKPC does not have a 
capital credit rotation plan due to its current equity levels and competitive situation. 
Capital credit rotation is not included in the Financial ForecastiEquity Development 
Plan. 

EKPC and its member distribution cooperatives will use their best efforts to achieve 
objectives contained in its Financial ForecastEquity Development Plan. EKPC will 
establish wholesale rates (subject to Kentucky Public Service Commission approval) to 
meet its equity development plans so long as economic or competitive conditions in 
EKPC's member systems' service territories will allow. 

REVENUE 

Rates to Member Cooperatives 

Beginning July 2005, an environmental surcharge was implemented. This surcharge is 
designed to recover the costs of SCRs, scrubbers, and related pollution control facilities 
necessary to comply with environmental requirements. hi addition, rate increases are 
anticipated in various years of this twenty year period. These rate increases will be 
needed to finance costs associated with the addition of generation units, additional 
transmission and distribution facilities, inflation, and increased O&M costs. The fuel 
adjustment clause has been calculated on the basis ofthe current fuel base of 2.025 
cents pcr kWh. Page 9 provides the average cost of power for the member systems from 
base rates, the environmental surcharge, and the fuel adjustment clause. 

Off-System Sales 

Annual revenue from off-system sales has been developed on the basis of selling 
approximately 330,700 to 1,336,000 MWh per year from 2009 through 2026. The 2007 
and 2008 budgets are estimated at 307,600 MWh and 373,290 MWh, respectively. A 
margin of 4.0 mills per kWh in 2006 is escalated at one-half the general inflation rate to 
establish the margin per kWh for each year of the forecast period. The rate per kWh is 

3 
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the sum of the sourced cost, plus the average production variable O&M expense (when 
appropriate), plus margin. These rates are provided in Schedule IV. 

Other Revenue (Interest Income> 

Interest income is calculated on the basis of the funds available for investment during 
each year of the forecast. Funds available for investment are estimated to be $93.9 
million as of December 31,2006. These funds will be invested at an estimated rate of 
5.0 percent for 2007 through 2026. 

EXPENSES 

Fuel Expenses 

Fuel costs used in this forecast have the following bases (2007$ except where noted): 
2007 

$IMBtu 
Dale $2.40 
Cooper No. 1 and Cooper No. 2 

Compliance Coal 
High Sulphur Coal 

Spurlock No. 1 
Compliance Coal 
High Sulphur Coal 

Spurlock No. 2 
Compliance Coal 
High Sulphur Coal 

Gilbert Unit and Spurlock No. 4 
Smith No. 1 and Smith No. 2 
Combustion Turbines 
Landfill Gas Generation 

2.42 
1.62 (2009 $iMbtu) 

2.54 
1.62 (2008 $/Mbtu) 
1.26 
1.40 (2009 $/Mbtu) 

10.67 
.27 

These fuel prices are in accordance with EKPC's strategy for compliance with the 1990 
Clean Air Act Amendments. The fuel prices are a combination of various annual 
escalation rates and market prices. 

Production O&M 

Production O&M expenses for EKPC's existing coal-fired plants are estimated on the 
following basis. In addition to these estimates, there is an annualized adder of 
$.28/MWh to Cooper Unit Nos. 1 & 2 and Spurlock Unit No. 1 and $.24/MWh to 
Spurlock Unit No. 2 for variable O&M related to operation of the SCR's. 

Fixed O&M Variable O&M 
Per kW of Capacity Per MWh Generated 

StatiodUiiit 2006 Base 2006 Base 
Dale $41.45 $2.29 

Spurlock No. 1 & 2 23.42 1.31 
Cooper No. 1 & 2 3 1.93 1.01 

4 



PSC Request 32(b) 

Page 8 of 24 

Production O&M expenses for scrubbers, circulating fluidized bed units, peaking units, 
and combined cycle units arc estimated on the following basis. 

Fixed O&M Per Variable O&M 
kW of Capacity Per MWh Generated 

Statioflnit  
Peaking Units 
Fluidized Bed Units 

Gilbert Unit 
Spurlock Unit No. 4 
Smith Unit No. 1 
Smith Unit No. 2 

Scrubber Units * 
Landfill Gas Generation 

2006 Base 
$ 6.38 - 10.80 

23.42 
23.42 
31.93 
23.42 

9.22 - 10.17 
3.86 

2006 Base 
$ .10 

2.50 
2.50 
2.50 
2.50 

9.62 
1.04- 1.13 

* See additional annual costs on attached Exhibit A & Exhibit B 

Turbine overhaul costs have been forecasted on an individual unit basis. Listed below 
are these costs in 2006 dollars: 

Unit 
Dale No. 1 & 2 
Dale No. 3 
Dale No. 4 
Cooper No. 1 
Cooper No. 2 
Spurlock No. 1 
Spurlock No. 2 
Fluidized Bed Units 

2006$ 
$1,500,000 
2,000,000 
2,000,000 
3,200,000 
3,200,000 
4,000,000 
4,000,000 
4,000,000 

Overhaul 
Cycle (Years) 

10 
10 
10 
10 
10 
10 
10 
10 

Major overhaul costs have been included in the forecast for all units and are included in 
the dollars allocated for O&M 

Overhaul costs associated with landfill gas generation units are included in the forecast 
at $1 10,000 per unit in 2006 dollars with an overhaul cycle of every five years. 

The costs associated with the MEAGER 2027 Program have been allocated between 
capital and expense in this forecast. Those costs identified as expenses are included as 
O&M costs in the Statement ofoperations. 

5 
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Transmission O&M 

Annual transmission costs are estimated based on a percent of the transmission 
investment as of the end of each year in the forecast period plus an allocation cost for 
employee benefits, property taxes, and property insurance. The estimated percent used 
in this projection is 3.5 percent through 2013,4.0 percent kom 2014 through 2018,4.5 
percent from 2019 through 2023, and 5.0 percent for 2024 though 2026. 

Distribution O&M 

Annual distribution costs are estimated to be 2.0 percent of the distribution plant 
investment at the end of each year in the forecast period. 

Administrative and General 

Employee benefitcosts are estimated to increase by 4.0 percent per annum from a base 
of$23,877,193 in 2008. These costs are allocated lo all functional accounts in order to 
more accurately reflect their total costs 

Purchased Power 

Capacity and energy purchases from Southeastern Power Administration (SEPA) are 
assumed to be 170 MW of capacity and approximately 260,000 MWh of energy for each 
year of this forecast. The base rates for these purchases in 2006 are $2.232 per kW of 
capacity per month of total contract demand and 9.1 30 mills per kWh of energy. The 
rates for these purchases for each year are provided in Schedule IV. 

Depreciation, Taxes, and Insurance 

Depreciation, taxes, and insurance expenses are estimated on the basis of the application 
of the below listed rates to the year-end investment for each type of plant: 

Depreciation Tax & Insurance 
Plant Rate-% Rate-% 

Production Various * 0.483 
Transmission 2.78 0.300 
Distribution 2.86 0.225 
General 12.29 0.392 

* The Kentucky Public Seivice Commission (“KPSC”) and the Rural Utilities Service 
(“RUS”) have both approved a depreciation study performed by Gannett Fleming, Inc. 
for EKPC’s assets in service as ofDecember 31, 2005. The net book value of each unit 
as of this date is amortized over each unit’s remaining’life. This study extended the life 
of EKPC’s existing production units and their future production-related capital 
additions by a range of eight to twenty years. For future fluidized bed units and 
combustion turbines, a forty-year life is assumed in this forecast. 

6 
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Interest 

The actual interest expense has been calculated on all current loans. The interest rate on 
loans in 2009 and 2010 is estimated to be 6.0 percent per year. The interest rate on all 
future loans from 201 1 through 2026 is estimated to be 6.5 percent per year. Interest is 
capitalized (IDC) during the construction period with IDC being charged to the Balance 
Sheet. Starting in the year the project becomes operational, interest will be considered 
an expense item for the Statement of Operations. This accounting method is in 
compliance with the Uniform Systems of Accounts and generally accepted accounting 
principles. All capital additions are funded either from general funds or borrowed 
funds. 

NEW FACILITIES 

Generation Plant 

Landfill'gas generation is the first type of new generation to be placed on line followed 
by combustion turbines, and circulating fluidized bed units in 2009,2010,2016, and 
2022. A schedule on size, timing, type, and cost of new generation facilities is provided 
below: 

Winter Season Capacitv - MAY. Cost-($000) 
2008 7 10,378 
2009 166 120,228 
2009 278 522,207 
2009 3 3,458 
2010 278 625,23 1 
2010 3 4,748 
201 1 83 26,275 
201 1 3 4,891 
2012 92 75,486 
2012 3 5,038 
2013 83 27,876 
2013 3 5,189 
2014 3 5,344 
2015 83 29,573 
2015 3 5,505 
2016 278 846,394 
2016 3 5,670 
2017 3 5,840 
2018 3 6,015 
2019 83 33,285 
2020 92 95,623 
202 1 83 35,312 
2022 278 1,010,639 
2025 83 39,744 
2026 83 40,936 
* Steam Injection for Power Augmentation 

7 

Landfill Gas Generation 
Combustion Turbines (2) 
Spurlock Unit 4-Fluidized Bed 
Landfill Gas Generation 
Smith Unit 1-Fluidized Bed 
Landfill Gas Generation 
Combustion Turbine 
Landfill Gas Generation 
Combustion Turbine (STIG) * 
Landfill Gas Generation 
Combustioil Turbine 
Landfill Gas Generation 
Landfill Gas Generation 
Combustion Turbine 
Landfill Gas Generation 
Fluidized Bed Unit 
Landfill Gas Generation 
Landfill Gas Generation 
Landfill Gas Generation 
Combustion Turbine 
Combustion Turbine (STIG) * 
Combustion Turbine 
Fluidized Bed Unit 
Combustion Turbine 
Combustion Turbine 
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Transmission Plant 

Facilities to be added for the forecast period are based on Power Delivery’s Ten-Year 
Work Plan for 2006-2016, with the remaining years developed on the basis of the 
average costs in this work plan plus an additional amount for circulating fluidized bed 
units in 2009,2010,2016, and 2022. 

Distribution Plant 

Distribution facilities in this forecast are also based on the Ten-Year Work Plan as 
explained above in transpission plant additions. 

General Plant 

General plant additions have been developed on the basis of the general escalation rates 
applied to the budgeted general plant investment at the end of 2009. 

8 
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Average Cost of Power To Member Systems 

The average cost of power to the member systems is provided below: 

Base 

2007 44.41 
2008 45.36 
2009 47.25 
2010 50.53 

201 1 50.55 
2012 51.93 
2013 51.98 
2014 52.80 

2015 52.83 
201 6 53.87 
2017 56.90 
2018 56.92 

2019 56.93 
2020 56.92 
202 1 56.99 
2022 57.00 

2023 60.69 
2024 60.64 
2025 60.73 
2026 60.74 

(Mills per kWh) 

Fuel 
Adiustinent 

7.61 
6.55 
3.83 

. .33 

~ 7 0 )  
(55) 
(.07) 
.55 

1.61 
1.88 
.77 

1.64 

2.90 
3.93 
4.99 
5.54 

4.47 
5.48 
6.76 
7.06 

Environmental Average Cost 
Surcharge to Members 

5.69 57.60 
5.61 57.43 
5.51 56.54 
6.31 57.17 

6.50 56.35 
8.38 59.67 
8.51 60.43 
8.36 61.71 

8.44 62.86 
8.24 63.97 
8.06 65.72 
8.24 66.79 

8.49 68.28 
8.36 69.17 
8.25 70.18 
8.13 70.61 

7.93 73.05 
7.77 73.83 
7.79 15.21 
6.21 73.95 

9 
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Amount and Timing of Rate Changes 

This forecast assumes that rate changes will be effective on January 1 in the years listed 
below: 

2007 
2008 
2009 
2010 

201 1 
2012 
2013 
2014 

2015 
2016 
2017 
2018 

2019 
2020 
2021 
2022 

2023 
2024 
2025 
2026 

Annual Percentage 
Change in 

Total to Members 

8.4% 
( 0.3)% 
( 1.6)% 

1.1% 

( 1.4)% 
5.9% 

2.1% 
1.3% 

1.9% 
1.8% 
2.7% 
1.6% 

2.2% 
1.3% 
1.5% 
0.6% 

3.5% 
1.1% 
1.9% 

( 1.7)% 

Cumulative Percentage 
Change in 

Total to Members 

8.4% 
8.1% 
6.4% 
7.6% 

6.0% 
12.3% 
13.7% 
16.1% 

18.3% 
20.3% 
23.6% 
25.7% 

28.5% 
30.1% 
32.0% 
32.8% 

37.4% 
38.9% 
41.5% 
39.1% 

10 
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Equity 

This forecast estimates EKPC's equity to be at the levels listed below: 

Equity 
Amount 
($ooo) 

2007 130,699 
2008 152,706 
2009 169,881 
2010 189,463 

201 1 200,404 
2012 220,604 
2013 240,564 
2014 262,163 

2015 287,85 1 
2016 312,190 
2017 336,564 
2018 369,029 

2019 404,567 
2020 445,724 
2021 489,418 
2022 512,612 

2023 
2024 
2025 
2026 

539,861 
571,157 
613,607 
633,127 

Equity To 
Asset 

Percent 

5.16 
5.12 
4.94 
5.38 

5.46 
5.81 
6.30 
6.34 

6.61 
6.94 
7.61 
8.49 

9.32 
9.57 
9.93 

10.06 

10.86 
11.76 
12.87 
13.54 

11 
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Exhibit A 
ADDITIONAL ANNUAL SCRUBBER O&M COSTS 

SPURLOCK UNIT NO. 1 AND UNIT NO. 2 
COOPER UNIT NO. 1 AND UNIT NO. 2 

Spurlock Unit Spurlock Unit Cooper Unit 
No. 1 No. 2 Nos. 1 and 2 Total 

Scrubber O&M Scrubber O&M Scrubber O&M Scrubber O&M Year 

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

201 9 

2020 

2021 

2022 

2023 

2024 

2025 

2026 

(assumes operation of Spurlock Unit No. 2 Scrubber 10/112008, Spurlock Unit No. 1 
Scrubber 1/1/2009, and Cooper Unit Nos. 1 and 2 Scrubbers 111/2012)* 

5,600,607 8,973,788 14,574,395 

5,819,621 9,278,729 15,098,350 

5,898,598 9,425,825 15,324,423. 

5,982,027 9,578,809 6,312,268 21,873,104 

6,133,114 9,782,459 6,414,78 1 22,330,354 

6,267,834 10,007,099 6,550,193 22,825,126 

6,400,087 10,222,660 6,725,965 23,348,712 

6,514,450 10,389,7 15 6,796,099 23,700;264 

6,539,017 10,396,118 6,727,477 23,662,612 

6,668,674 10,636,711 6,865,641 24,171,026 

6,808,904 10,878,827 7,054,130 24,74 136  1 

6,963,611 11,131,945 7,258,863 25,354,419 

7,092,419 11,354,906 7,463,001 25,910,326 

7,221,463 1 1,5 16,468 7,579,746 26,3 17,677 

7,258,849 11,572,263 7,505,168 26,336,280 

7,412,524 11,838,190 7,705,431 26,956,145 

7,559,845 12,088,947 7,908,261 27,557,053 

7,714,937 12,360,797 8,112,526 28,188,260 

"Does not include scrubber related capital costs of$162,181,268 for Spurlock Unit No. 2, 
$156,975,507 for Spurlock Unit No. 1 and $297,898,598 for Cooper Unit Nos. 1 and 2. 

12 
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Location 

Spurlock #2 

Spurlock #1 

Gilbert Unit 

Spurlock 112 

Spurlock #4 

Smith #1 

Spurlock #1 

Cooper #2 

Exhibit B 

ENVIRONMENTAL COMPLIANCE COSTS 

In- 
Equipment SCSCC 

XY€E - Date 

SCR 05/3 1/02 

SCR 06/15/03 

Pollution Control 
Equip 03/01/05 

Scrubber 10/01/08 

Pollution Control 
Equip 04/01/09 

Pollution Control 
Equip 0610 1/10 

Scrubber 01 10 1/09 

SCR 01/01/13 

Cooper #1 & #2 Scrubber & ESP’s 01/01/12 

Estimated 
Capital 
Costs 

$ 40,276,750 * 

103,007,364 ** 

69,612,000 * 

121,635,951 * 

78,331,031 * 

93,784,697 * 

117,731,630 * 

72,269,139 * 

223,423,949 * 

Estimated 
Annual 
O & M  

$ 372,843 

392,182 

4,321,471 

8,973,788 

4,559,056 

4,641,119 

5,600,607 

229,815 

6,312,268 

* Includes only capital costs related to einissions control. 
** Includes a new precipitator on Spurlock #I and other capital 

costs related to emissions control. 

13 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF'S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 33 

RESPONSIBLE PERSON: Frauk J. Oliva 

COMPANY: East Kentucky Power Cooperative, Lnc. 

Recluest 33. 

actual draw downs and the use of the funds for the period from October 1,2006 through 

and including April 30,2007. For periods after April 30,2007, update the response 

showing the anticipated draw downs o f  unadvanced loan funds and the proposed uses of 

the funds. 

Refer to the response to the Staffs First Request, Item 5. List 

ResDonse 33. 

between October 1, 2006 and April 30,2007 and anticipated drawdown after that date, 

and the proposed uses of the funds: 

Below are the actual draw downs of uiiadvanced loan funds 

Amount Date of 

To be Drawn Draw Down Pumose of Draw Down 

$ 50,000,000.00 I 1/02/2006$650 Million Unsecured Credit Agreement 
12/12/2006$650 Million Unsecured Credit Agreement 50,000,000.00 

50,000,000.00 
23,000,000.00 
23,251,000.00 
50,000,000.00 
11,500,000.00 

01/16/2007$650 Million Unsecured Credit Agreement 
03/14/20072-8 RUS Loan - Gilbert Power Plant 
03/16/20072-8 RUS Loan - Gilbeit Power Plant 
06/15/2007$650 Million Unsecured Credit Agreement 
07/15/2007\1-8 RUS Loan - Spurlock SCR's 
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50,000,000.00 
3,612,000.00 

50,000,000.00 
3,700,000.00 
4,500,000.00 
2,240,000.00 

15,000,000.00 
45,000,000.00 
10,000,000.00 
15,000,000.00 

10,000,000.00 
25,000,000.00 
9,000,000.00 

14,240,000.00 
953,000.00 

25,000,000.00 
25,000,000.00 
25,000,000.00 
50,000,000.00 
50,000,000.00 
50,000,000.00 

50,000,000.00 
50,000,000.00 
50,000,000.00 
50,000,000.00 
3 1,388,000.00 

0712012007 $650 Million Unsecured Credit Agreement 
0811 5120072-8 RUS Loan - Gilbert Power Plant 
08/30/2007$650 Million Unsecured Credit Agreement 
09/15/2007\1-8 RUS Loan - Spurlock SCRs 
09/20/2007AA-8 RUS Loan -Landfill Gas to Energy Plants 
09125/2007AB-S RUS Loan - Combustion Turbines 6 & 7 
0913012007AC-8 RUS Loan - Miscellaneous Transmission 
10101/2007$650 Million Unsecured Credit Agreement 
I O / ]  512007AC-8 RUS Loan - Miscellaneous Transmission 
12/15/2007AC-8 RUS Loan -Miscellaneous Transmission 

0211 5/2008AC-8 RUS Loan - Miscellancous Transmission 
03/01/2008AD-8 RUS Loan - Spurlock Unit #4 
03/15/2008AA-8 RUS Loan - Landfill Gas to Energy Plants 
05/1 5/2008AC-8 RUS Loan - Miscellaneous Transmission 
0611512008AA-8 RUS L.oan - Landfill Gas lo Energy Plants 
06/20/2008AD-8 RUS Loan - Spurlock Unit #4 
08115/2008AD-S RUS Loan - Spurlock Unit #4 
0911 5/2008AD-S RUS Loan - Spurlock Unit #4 
10/1512008AD-8 RUS Loan - Spurlock Unit #4 
11/15/200XAD-8 RUS Loan - Spurlock Unit #4 
12/15/2008AD-8 RUS Loan - Spurlock Unit #4 

02/15/2009AD-8 RUS Loan - Spurlock Unit #4 

0311512009AD-8 RUS Loan - Spurlock Unit #4 
04/15/2009AD-X RUS Loan - Spurlock Unit #4 
0611512009AD-8 RUS Loan - Spurlock Unit #4 

0811512009AD-8 RUS Loan - Spurlock Unit #4 

$ 972,384,000.00 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 34 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reauest 34. Refer to the response to the Staffs First Request, Item 6 .  

a. Has there been any revision or amendment to Policy No. 103 

since the end of the test-year in this rate application? If yes, provide a detailed 

explanation of each change and indicate when the change became effective. 

b. Refer to Administrative Policies and Procedures No. A009. 

Indicate which vice president is being referenced in the policy. 

c. Refer to Policy No. 102. For each of the provisions of Policy 

No. 102 listed below, explain in detail how EKPC’s Board of Directors has complied 

with the provisions. Include copies of the most recent reports, as applicable. 

(1) Section 11, Part A, l(c) - Require periodic reports that all 

applicable policies and procedures of lending, regulatory, and other agencies are being 

complied with as to not adversely affect the financial structure and stability of EKPC. 

(2) Section 11, Part B, 9 - Keeping members informed of 

problems faced by EKPC and the need for changes. 

(3) Section 11, Part B, 12 - Protecting the assets of E W C  by 

ensuring complete compliance with policies, regulations, and mortgages of the Rural 

Utilities Service CRUS’), the CFC, and other lending agencies. 

(4) Section 11, Part C, 2 - Annual review of the guiding 

policies of EKPC. 
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(5 )  Section 11, Part C, 6 - Consideration and adoption of 
financial plans and policies essential to maintaining a sound financial structure for EKPC. 

(6) Section 11, Part E, 5 - Conducting every 4 years a self- 

appraisal of the Board of Directors. 

d. Explain how EKPC selects its independent auditor and any 

outside counsel. Include a discussion of how competitive bids or competitive solicitations 

are utilized, if applicable. 

Response 34. 

since the end of the test-year in this rate application. 

a. There have been no revisions or amendments to Policy No. 103 

b. The term “vice president” means any person having such title. 

c. (1) Board Policy No. 102, Section 11, Part A, IC requires 

“periodic reports that all applicable policies and procedures of lending, regulatory, and 

other agencies are being complied with so as not to adversely affect the financial 

structure and stability of EKPC.” In April 2007, Crowe Chizek, EIQC’s external 

auditors, presented their 2006 audit report to the Board (copy provided to the 

Commission in the 2006-00455 case). This report contained a review of the financial 

position of EKPC, a discussion of compliance with debt covenants, and a review of 

internal controls and compliance. Monthly, financial information is provided to the 

Board. 

(2) Board Policy 102, Section 11, Part B, 9 requires “keeping 

the members informed of prohlems faced by EKPC, which require their support, and of 

the need for changes which affect them; keeping the members advised of the long-range 

outlook on power costs and on the need for adjustments in wholesale power rates.” The 

members have been actively involved and informed of matters in the rate case. 

Additionally, the Board approves the budget annually (budget previously provided to the 

Commission). 
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(3)  Board Policy 102, Section 11, Part B, 12 requires 

“protecting the assets of EKPC by making sure that the policies, regulations, and 

mortgages of RUS, CFC, and other lending agencies are completely complied with; the 

President and CEO shall report to the Board periodically that this is being done.” Please 

see the response to subpart (1) above. 

(4) Board Policy 102, Section 11, Part C, 2 requires 

“determining, in consultation with the President and CEO, the guiding policies of EKPC 

and seeing that these policies are reviewed at least annually to make sure they meet 

changing operating conditions and comply with all policies, procedures, and regulations 

of lending, regulatory, and administrative agencies.” No reports documenting annual 

reviews of EKPC guiding policies have been found. Discussions of such policies were 

apparently conducted informally between the President and CEO and the Board of 

Directors. 

(5) Board Policy 102, Section 11, Part C, 6 requires 

“considering and adopting, in consultation with the President and CEO, financial plans 

and policies essential to maintaining a sound financial structure for EKPC.” Please see 

responses to subpart (1) and (2) above. 

(6) Board Policy 102, Section 11, Part E, 5 requires 
“conducting at least every four years a self-appraisal of the Board, with or without 

outside consulting assistance, and holding discussions on the growth and development of 

the Board and how the Board can more effectively carry out its major functions.” The 

fast self-appraisal of the Board was performed in 2003. 

d. The selection of EKPC’s independent auditor is outlined in the 

Audit Committee Charter, which can be found in PSC Response 25, beginning on page 6. 

EKPC staff and the Audit Committee solicit requests for proposals and evaluate these 

proposals in selecting an independent auditor. EKPC selects outside counsel in different 

manners, but primarily with the goal of obtaining the highest quality legal representation 

at the most reasonable cost. Sometimes this involves an RFPibidding type process. Other 
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times EKPC selects outside counsel based on common knowledge within the legal 

community as to what firms or attorneys have certain types of legal expertise that will 

best assist EKPC together with the knowledge that these attorneys’ rates are competitive 

& representative o f  rates other firms charge for that specialty within the region in which 

they practice. The main objective is to engage the best legal representation at the most 

competitive price for the applicable specialty or skill required to represent EKPC. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 35 

RESPONSIBLE PERSON: Frank J. Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Resuest 35. Refer to the response to the Staffs First Request, Item 7. Provide 

the Times Interest Earned Ratio and the Debt Service Coverage ratio for the 12 months 

ending March 3 1,2007. Include all calculations, workpapers, and assumptions. 

Response 35. Please see page 2 
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East Kentucky Power Cooperative 

Case Number 2006-00472 

Times Interest Earned Ratio (TIER) 
12-Months Ended 3/31\07 

Net Margins 

Actual 

$ 22,061,194 

Interest on Long-Term Debt (LTD) 90,680,621 

Total 112,741,815 

Divided by Interest on LTD $ 90,680,621 

Times Interest Earned Ratio 1.24 

Debt Service Coverage Ratio (DSC) 
12-Months Ended 3/31/07 

Funds Available 
Net Margins 

Depreciation 

Interest on Long-Term Debt 

Total Funds Available 

DSC Requirements 
Interest and Principal Payments 
on Long-Term Debt 

DSC Requirements 

Debt Service Coverage Ratio 

$ 22,061,194 

35,775,562 

90,680,621 

148,517,377 

144,552,468 

$ 144,552,468 

1.03 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 36 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 36. 

was requested to reconcile its FAC revenues and expenses for the test year. The 

information provided appears to only focus on FAC revenues. Provide the originally 

requested information. 

Refer to the response to the Staffs First Request, Item 8(d). EKPC 

Response 36. 

column titled “expense month revenue” represents what EKPC’s recovery of its FAC 

expense would have been if it had been able to bill the calculated FAC factor in that 

expense month. Those dollars represent EKPC’s FAC-related expenses in that month. 

That amount was then reconciled with EKPC FAC revenues as billed. While that 

comparison is based on revenues, it reflects a reconciliation to EKPC’s FAC expenses 

incurred in the test year. Consequently, EKPC believes that additional adjustments are 

not necessary. 

EKPC believes that it has provided the requested information. The 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 37 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 37. 

13(b). For each ofthe following accounts, explain the purpose ofthe account and the 

type of transaction recorded in the account: 

Refer to the response to the Staffs First Request, Items 13(a) and 

a. Account No. 12325 - Low Interest Loan Program for Member 

Cooperatives, page 4 of 15. 

b. Account No. 12328 - Cooperative Industrial Development 

Loans, page 4 of 15. 

c. Account No. 12329 - Other lnvestment, Cooperative Propane 

Buyout, page 4 of 15. 

d. Account No. 14312 - Other Accounts Receivable, Cooperative 

Propane Buyout, Page 5 of 15. 

e. Account No. 1861 1 - Miscellaneous Deferred Debit, 

Replacement Plant Charleston Bottoms, page 6 of 15. 

Response 37. Referring to the response to the Staffs First Request, Items 13(a) 

and 13(b), below are explanations for the purpose and the types of transactions recorded 

in the requested accounts. 
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a. Account No. 12325- This account represents EKPC's 

Residential Marketing Loan Program, which is utilized by our member systems for the 

purpose of making loans to member-consumers (heat pumps, geothermal, and ETS units). 

b. Account No. 12328- This account represents EKPC's 

Industrial Development Pilot Program for our member systems and provides for loans to 

industrial authorities for joint financing of industrial buildings and real estate for 

industrial development. Currently, we have two member cooperatives involved, Farmers 

and Salt River. 

c. Account No. 12329-This account represents interest-bearing 

notes from joint ventures owned by EKPC and four of EKPC's member systems for the 

buyout of a propane company. The notes arc payable in full in 2015. 

d. Account No. 14312-This account represents the interest 

receivable associated with the propane company buyout discussed in c). 

e. Account 1861 ]-This account is an intercompany account 

with Charleston Bottoms that is eliminated during consolidation. This account is used to 

transfer assets between EKPC and Charleston Bottoms. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 38 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Recluest 38. 

of the accounts listed below, provide the reason(s) for the change in the account balance 

between the end of the test-year and the previous year: 

Refer to the response to the Staffs First Request, Item 19. For each 

a. Account No. 10600 - Completed Construction Not Classified, 

page 2 of 15. 

b. Account No. 10813 -Accumulated Depreciation - Spurlock, 

page 2 of 15. 

c. Account No. 108144 -Accumulated Depreciation - Gilbert, 

page 2 of 15. 

d. Account No. 10819 - Accumulated Depreciation - Retire 

Spurlock, page 2 of 15. 

e. Account No. 10840 - Accumulated Depreciation - CT 

Common, page 3 of 15. 

f. Account No. 108407 -Accumulated Depreciation - CT Unit 7, 

page 3 of 15. 

g. Account No. 10841 - Accuniulated Depreciation - CT Unit 1, 

page 3 of 15. 

h. Account No. 10842 - Accumulated Depreciation - CT Unit 2, 

page 3 of 15. 
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page 3 of 15. 

page 3 of 15. 

page 3 of 15. 

15. 

9 of 15. 

11 of 15. 

15. 

15. 

i. Account No. 10843 - Accumulated Depreciation - CT Unit 3, 

j .  Account No. 10844 - Accuxnulated Depreciation - CT Unit 4, 

k. Account No. 10845 - Accumulated Depreciation - CT Unit 5, 

I. Account No. 10880 - Retirement Work in Progress, page 4 of 

m. Account No. 34250 - Fuel Holders Access CT Common, page 

n. Account No. 34356 - Prime Movers CT Unit 6, page 10 of 15. 

0. Account No. 34357 - Prime Movers CT Unit 7, page 10 of 15. 

p. Account No. 34550 - Access Electric EQ CT Common, page 

q. Account No. 34556 -Access Electric EQ CT Unit 6, page 12 of 

r. Account No. 34557 -Access Electric EQ CT Unit 7, page 12 of 

Response 38. 

account balance between the end of the test-year and the previous year are shown below. 

For each of the accounts listed, the reasons for the change in the 
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9130106 9/30/05 
ACCT TITLE ACCT Balance Balance Variance 

a. Compl Constr not Classified 10600 418,263 465,383 (47,120) 
CT's 6 and 7 were planted in October 2005, causing a decrease in account 10600 of $52.3M. 
This was offset by an increase in the Gilbert project of $7.1 million from 9/30/05 to 9/30/06. 

b. Accum Depr - Spur1 10813 (22,289) (16,145) (6,144) 
Additional charges were planted on the Spurlock 1 SCR, causing an increase to depreciation expense. 

c Accum Depr - Gilbert 1081 44 (19,761) (7,152) (12,609) 
The Gilbert Unit became operational in March 2005. Accumulated depreciation at 9/30/05 only reflects 
7 months of depreciation expense. 

d Accum Depr - Retire Spurlock 10819 3,300 1,920 1,380 
EKPC retired the economizer and a portion of the scrubber. 

e Accum Depr - CT Common 10840 (13,214) (10,573) (2,641) 
When CT's 6 and 7 were planted in October 2005, a portion of the assets were planted to CT common, 
causing an increase in depreciation expense/accumulated depreciation. 

f Accum Depr - CT Unit 7 108407 (1,621) (35) (4,586) 
When CT's 6 and 7 were planted in October 2005, we noted that CT 6 was receiving depreciation for 
both units. This was corrected, causing the increase in this balance. Accumulated depreciation in total was 
correct. 

g Accum Depr - CT Unit 1 10841 (8,131) (7,035) 
Difference is annual depreciation of $1,096,151. 

h Accum Depr - CT Unit 2 10842 (7,940) (6,879) 
Difference is annual depreciation of $1,060,368. 

I Accum Depr - CT Unit 3 10843 (8,015) (6,924) 
Difference is annual depreciation of $1,091,244. 

j Accum Depr - CT Unit 4 10844 (6,851) (5,409) 
Difference is annual depreciation of $1,441,827. 

k Accum Depr - CT Unit 5 10845 (6,070) (4,825) 
Difference is annual depreciation of $1,245,316. 
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9/30/06 9/30/05 
ACCT TITLE ACCT Balance Balance Variance 

I Retirement Work in Progress 10880 2,698 (36) 2,734 
Difference represents cost of removal for the Spurlock 2 scrubber demolition. 

m Fuel Holders Access CT Common 34250 13,766 11,614 2,152 
When CT's 6 and 7 were planted in October 2005, a portion of the assets were planted to CT common 

n Prime Movers CT Unit 6 34356 16,645 16,645 
CT 6 was planted in October 2005. 

o Prime Movers CT Unit 7 34357 16,431 16,431 
CT 7 was planted in October 2005. 

p Access Elec EQ CT Common 34550 9,247 6,412 2,835 
When CT's 6 and 7 were planted in October 2005, a portion of the assets were planted to CT common. 

q Access Elec EQ CT Unit 6 34556 1,251 1,251 
CT 6 was planted in October 2005. 

r Access Elec EQ CT Unit 7 34557 1,220 1,220 
CT 7 was planted in October 2005. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 39 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc: 

Recluest 39. 

of the accounts listed below, provide the reason(s) for the change between the test-year 

total account balance and the 12-month ending balance for the previous year: 

Refer to the response to the Staffs First Request, Item 21. For each 

a. Account No. 44710 - Sales Resale RUS Borrower Member 

Cooperative, page 3 of 19. 

b. Account No. 4471 1 - Sales Resale RUS Borrower Off System, 

page 4 of 19. 

c. Account No. 44720 - Sales Resale Non-RUS Off System, page 

6 of 19. 

d. Account No. 45606 - Other Electric Revenue - Steam Inland 

Container, page 15 of 19. 

Response 39. Please see page 2. 
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For the accounts listed, reasons for the change between the test-year account 
Balance and the 12-month ending balance for the previous year are provided below 
(Dollars are in thousands.) 

Year Prior 
Test Year To Test Year Increase 
Balance Balance (Decrease) 

Account 44710 $648,950 $ 564,714 $ 84,236 

$45.2 million of the increase results from the approval of EKPC's environmental surcharge, 
effective for service rendered on or after July 1,2005. FAC revenue increased $9.3 million 
between periods. KWH sales to members increase by 2.6%. 

Year Prior 
Test Year To Test Year Increase 
Balance Balance (Decrease) 

Account 4471 1 $ 3,198 $ 1,476 $ 1,722 
Account 44720 $ 2,077 $ 2,637 $ (560) 

Overall, MWh sold off-system decreased 19.6%. In December 2005, EKPC made an 
off-system sale to Wabash Valley Electric, which increased off-system revenue by $2.6 million. 
This off-system sale, offset by the decline in overall off-system sales, explains the fluctuation. 
EKPC's off-system sales are minimal, due to the absence of excess capacity. 

Year Prior 
Test Year To Test Year Increase 
Balance B a I a n c e (Decrease) 

Account 45606 $ 11,591 $ 9,570 $ 2,021 

$825,000 of the increase results from the approval of EKPC's environmental surcharge, 
effective for service rendered on or after July 1, 2005. FAC revenue increased $149,000 
between periods. KWH sales to Inland increase by 3.7%. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 40 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Ine. 

24. 

Request 40. Refer to the response to the Staffs First Request, Item 23(a). For 

each of the accounts listed below, provide the reasants) for the change between the test- 

year total account balance and the 12-month ending balance for the previous year: 

a. Account No. 50040 - Operation Supervision Engineering 

Spurlock, page 3 of 24. 

b. Account No. 50120 -Fuel Coal Dale, page 4 o f  24. 

c. Account No. 50130 - Fuel Coal Cooper, page 4 of 24. 

d. Account No. 50141 - Fuel Coal Spurlock 1, page 4 of 24. 

e. Account No. 50142 - Fuel Coal Spurlock 2, pages 4 and 5 of 

24. 

f. Account No. 50144 - Fuel Coal Gilbert, page 5 of 24. 

g. Account No. 50641 - Miscellaneous Steam Power Expense 

Spurlock 1, page 9 of 24. 

h. Account No. 50644 - Miscellaneous Steam Power Expense 

Gilbert, page 9 of 24. 

i. Account No. 50920 -Allowances Dale, page 10 of 24. 

j. Account No. 50930 -Allowa~ices Cooper, page 10 of 24. 

k. Account No. 50940 - Allowances Spurlock, pages 10 and 11 of 
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1. 

m. Account No. 55500 - Purchased Power, page 13 of 24. 

n. Account No. 55600 - System Control Load Dispatch, page 13 

Account No. 54721 - Fuel CT Gas, pages 11 and 12 of 24. 

of 24. 

0. Account No. 56000 - Operation Supervision and Engineering, 

page 14 of24. 

p. Account No. 56500 - Transmission Electric by Others, page 15 

of 24. 

q. Account No. 91300 - Advertising Expense - Regulated, page 

17 of 24. 

r. Account No. 92000 - Administrative General Salaries, page 17 

of24. 

s. Account No. 92100 - GA Office Supplies and Expenses, page 

17 of 24. 

t. Account No. 92300 - Outside Services - Regulated, page 17 of 

24. 

u. Account No. 92500 - Injuries and Damages, page 17 of 24. 

Response 40. 

year total account balance and the 12-month ending balance for the previous are detailed 

on pages 3 through 6 .  

For the accounts listed, reasons for the change between the test- 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 41 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 41. Refer to the response to the Staffs First Request, Item 24. 

a. Explain the meaning of the asterisk placed by certain job titles 

on pages 2 through 4 of 3 1. 

b. Explain the meaning ofthe category “Broadband Schedules” as 

used on pages 2 through 7 of 3 1. 

c. Are the rates provided in this response based on a 

compensation study performed by or for EKPC? 

(1) If yes, provide copies of the most recent study. 

(2) If no, provide the basis for the rates. 

Response 41. 

career path or job progression that begins with an entry-level job and prog-resses to a fully 

responsible senior level job. Examples include engineer, accountant, and analyst. The 

intent is to allow EKPC to hire relatively inexperienced professionals and recognize 

increased levels of responsibility with increased experience. The practice is consistent 

with a key compensation policy goal of attracting and retaining qualified employees. 

a. The asterisk indicates that the job is part o f  a professional 
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b. All salaried jobs at EKPC (except President & CEO) are 

assigned to one of six Broadbands. Generally, jobs with a particular Broadband share 

similar levels of responsibility and pay. 

Positions within each broadband are assigned a market value that typically represents the 

average or median value of the job in the labor market(s) from which EKPC recruits 

qualified individuals. An employee’s pay may fall below, at, or above the market value 

depending upon a variety of factors including experiencc, education, job performance, 

specialized training, and skills development. 

c. Yes. The rates provided are the results o ra  comprehensive 

market analysis of all EKPC jobs conducted every other year (even years.. ,2006,2008, 

etc.). Odd year analysis is performed on a sampling of EKPC jobs. EKPC staff performs 

this analysis, relying on data from various coinpensation surveys. 

Each job’s market analysis is fully documented. A summary ofthe 2006 market analysis 

is included beginning on page 3, as are examples of analyses for individual jobs. 



PSC Request 41 
Page 3 of 12 

02658 HR-Senior 
02657 HR-Training & Develoe 
02691 Industrial Development Program Manager WO"" I-","" n 

HiHWCOMPENSATlONiMARKET ANALYSlSiMARKET ANALYSIS STATUS 2005 
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unavailabe source- 
still has three good 

HlHWCOMPENSATlONiMARKET ANALYSISIMARKET ANALYSIS STATUS 2005 
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02097 

Compression 
problem. This 
value higher than 
the Engineer 

Two sources 
unavailable- 
replaced with 
EAPDIS and 

Senior Engineering Technician 58900 64138 64100 1.0883 IC-2 position. 

02685 
Source unavailable 

Senior Graphic Communication Coordinator 50700 54246 54200 1.0690 IC-2 change in sources 
Used Towers 
Perrin. deleted 
LG&E data. drastic 
derlin(. in M e r r ~ r  

Office Clerk I 2 5 4 0 0 ~  2 293001 1 153511C-3 (unknown sources 
I I I I INo Change-Only 

02500 
. . . . . . . 

Scn or i a b  Tech" L an ,4e)9 to564 54800 1 Octo IC-Z data 

02078 

HIHRiCOMPENSATiONiMARKET ANALYSISIMARKET ANALYSIS STATUS 2005 

Office Specialist 38600 37684 38600 1 0000 IC3  has two sources 

No Change-Would 
be a higher mkt 
value I got rid of 
Compdata 4 

Sources 
unavailable added 
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 erri in-on! found 

salarysource.com 

Perrin instead of 

HiHWCOMPENSATlONiMARKET ANALYSISIMARKET ANALYSIS STATUS 2005 

http://salarysource.com
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99300 1.0724 92600 99297 
70600 77464 775001 1.0977 

{ 1.0533 

02699 Transmission Planning Supervisor 
02629 Treasuiy Management Supervisor 

source was 
cleated a new MA- 

M.3 wo more sources. 
M-3 NoChanQe 

HiHWCOMPENSATlONiMARKET ANALYSISIMARKET ANALYSIS STATUS 2005 
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Annual Hourly 1 

1 - CompData Salary Source 0213 Job Code 43757 
Capsule Description: Secretary - Executive-Performs 
administrative support tasks that are secretariallclerical in 
nature for one or more key executives in an organization. 
Examples of work performed may include a broad range of 
complex responsibilities involving confidential or technical 
information, such as compiling reports, furnishing 
information, scheduling meetings and preparing agendas, 
responding to routine correspondence, researching 
background material, and responds to visitors and telephone 
calk, may exercise considerable judgment and discretion in 
completing assignments. Usually requires 3-5. years relevant 
experience. (Used the weighted average for the Utilities & 
Energy industry. 44959.) 

- SalawSource.com Salaw Source I Joh Code 

http://SalawSource.com


I None SalarySource 1 Average 1 $47,254. 
00 

Job Code 

Markets used: 
Median 0 

0 Median 0 
Median 0 
Median 0 

0 Median 0 
Median c] 

Percentile 
Percentile 
Percentile 
Percentile 
Percentile 
Percentile 

0 
El 
0 
0 
El 
0 

Date of Report and Author(s): 
Date of Report 

Author 

- None Author 

FLSA Status 
@ Non-Exempt Exempt 

Documentation sent to HR file 
ci;3 Yes 0 No 

Once you have completed filling in your document, save in: 
F:\HR\Misc\2002MarketAnalysis\(Name of your document).doc 
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Annual Hourly 

Capsule Description: Accountant - Senior - Establishes, 
interprest and analyzes complex accounting recorss of 
financial statements. These may include general 
accounting, cost or budget data. Examines, analyzes 
interprets accounting records for management. Requires 
bachelors degree in accounting or business or equivalent 
experience and 5 or more years experience. (Used 
idjusted Weighted Average for Utilities and Energy industry. 
31821) 
7 - SalarySource.com Salary Source 
Capsule Description: Accountant I1 - Prepares balance 
sheets, profit and loss statements, and other financial 
-eports. Responsibilities also include analyzing trands, 
:osts, revenues, financial commitments, and obligations 
incurred to predict future revenues and expenses. Reports 
xganization's finances to managemnt, and offers 
suggestions about resource utilization, tax strategies, and 
assumptions underlying budget forecasts. May require a 
bachelor's degree in accounting, finance and 2-4 years of 
experience to plan and accomplish goals. Performs a 
variety of tasks. Works under general supervision; typically 
reports to a supervisor or manager. A certain degree of 
creativity and latitude is required. (Used the average 
median amount for Lexington and Louisville. 45655 + 46954 
I 2  = 46305.) 
8 - Salary.com Salary Source 
Capsule Description: Senior Accountant - Oversees the 
daily operations of a complete accounting system or 
provides direction to a major segment of the accounting 
function where difficult financial procedures and 
iterpretations must be made. May supervise the activities 

of lesser-experienced accountants and bookkeepers. 
Position requires a comptrhensive knowledge of each 
accounting function with a degree in accounting and at least 
5 years of experience. Will provide primary technical contaci 

Job Code 

Job Code 

i1821 

36305 

http://SalarySource.com
http://Salary.com
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external auditors. (Used Median for the Mid-Central region 
and increased this data by 3% for 2006. 70000 * 1.03 = 
72100.) 
? - Dietrich Support Services Salary Source . .  
Japsule Description: Accountant - Senior - Prepares 
consolidated financial statements including balance sheets, 
profit, loss and subsidiary statements. Reviews and 
analyzes general ledger account balances. Verifies 
accuracy, makes recommendations for corrections. 
Prepares monthly reconciliations and balance sheets. May 
provide guidance to lower level accountants. Thorough 
knowledge of accounting principles and PC spreadsheet 
software needed. Good communication and organization 
skills and strong analytical abilities. Bachelor's degree in 
accounting or equivalent, plus a minimm of two years 
experience in general accounting. (Used 50% and 
increased this data by 3% for 2006. 46880 * 1.03 = 48286) 
1 - CompData Salary Source 

Job Code 

0105 Job Code 

Job Code 
Average = $57,128. 

Markets used: 
c] Median Percentile Other 

Median 0 Percentile 0 Other 
1 Median Percentile 0 Other 

Median Percentile c] Other 
0 Median 0 Percentile Other 
c] Median Percentile 0 Other 

Assumptions used: 1 See Capsule Description. 

Average Salary: 

! 
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FLSA Status ra 
Non-Exempt @ Exempt 

Once you have completed filling in your document, save in: 
- F:\HR\Misc\ZOOZMarketAnalysis\(Name of your document).doc 

I Documentation sent to HR file 
c] Yes c] No 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 42 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 42. Refer to the response to the Staffs First Request, Item 25(b). 

a. Explain the directors’ expense category of “Deferred Comp” and 

why this category of expense should be included for rate-making purposes. 

b. Refer to pages 1 and 2 of 12. Explain in detail how the cost 

allocation manual overhead was detennined. Include in the discussion how EKPC determined the 

allocated amount was reasomable. 

c. Refer to page 2 of 12. Identify the type of insurance coverage 

reflected by the entries for directors’ insurance expense that EKPC has included for rate-making 

purposes. Explain why this expense should be included for rate-making purposes. 

d. Refer to pages 3 through 5 of 12. Explain in detail why EKPC is 

providing Internet access to its directors. Also explain in detail why this expense should be 

included for rate-making purposes. 

e. Refer to page 5 of 12. Explain why expenses associated with a 

landfill dedication should be included for ratemaking purposes. 

f. Refer to pages 6 and 7 of 12. Explain the purpose of the 

“Official Duty Fee” and explain in detail why it should be included for rate-making 

purposes. 

g. For each of the descriptions listed below, explain the purpose 

ofthe item and explain why the expense should be included for ratemaking purposes: 

(1) April 26,2006 Audit Coininittee Meeting, page 1 of 12. 
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12. 

(2) Bid Opening, various dates, page 1 of 12. 

(3) May 23,2006 Board and Manager discussion, page 1 of 

(4) Board Officer Meeting, various dates, page 1 of 12. 

(5) June 26,2006 Byrne Meeting, page I of 12. 

(6) June 22,2006 CFC Forum, page 2 of 12. 

(7) January 25,2006 Energy Management Conference, page 3 

(8) Negotiation Meetings, various dates, page 5 of 12. 

(9) March 29,2006 Director Conference, page 5 of 12. 

(10) December 13,2005 National Rural Electric Cooperative 

Association (“NRECA”) Strategic Issues, page 6 of 12. 

(1 1) November 28, 2005 Rates Task Force Meeting, page 7 of 

12. 

(12) Rosenberger Stamp, page 12 of 12. 

Response 42. 

make no more or less than the other directors. Some directors elect to have a portion of 

their fees paid into a tax deferred compensation plan at NRECA rather than receiving a 

check in the present. Directors are obligated to perform certain duties for the 

Cooperative. EKPC’s compensation to directors is a reasonable cost o f  conducting 

business and should be included for rate-making purposes. 

a. The directors with an amount in the “Deferred Comp” category 

b. EKPC determines the labor, benefits, and payroll tax dollars, 

along with straight-time labor hours, charged to general and administrative expense 

accounts (FERC accounts 92000 through 93500). EKPC divides the total dollars by the 

straight-time hours to derive a rate per hour. This calculated rate per hour is then applied 

to straight-time hours charged to non-regulated activities, resulting in an overhead 

amount. 
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EKPC reviews this overhead rate per hour annually, and adjusts the rate accordingly. 

Since EKPC labor charged to non-regulated activities is an indicator of our involvement, 

we charge a proportional share of the general overhead based on labor hours. 

c. EKPC has included for rate-making purposes the cost of 

directors and officers liability insurance - to minimize risk and protect EKPC and 

directors in the event of present or future litigation. This is a legitimate business expense 

and a prudent expenditure given the increased exposure to directors. 

d: Internet expenses are paid for each director so that EKPC has 

an avenue of communication that is timely and comprehensive between EKPC and its 

Directors, Use of internet communications is a more efficient and cost-effective means 

of conveying information. The types of communications being currently utilized include: 

e Board meeting agenda. 

Board meeting support materials. 

Communications from the President and CEO to Board 

members about critical issues facing EKPC. 

Updates regarding Directors and Officers, meeting dates 

and informational items. 

Communications and reports from various EKPC business 

units. 

Other miscellaneous correspondence. 

Web links to pertinent PSC cases. 

The provision of Internet service is a legitimate business expense for inclusion in rates 

because board members will now have more timely access to critical information upon 

which decisions are made. 

e. EKPC invites the board members to each dedication. It is 

important that directors observe these facilities in person and learn how they operate. As 

a result, directors can make more informed decisions in the future. 



PSC Request 42 

Page 4 of 6 

f. The “Official Duty Fee” represents payment to Board 

Committee Chairmen (or their substitutes) at each Board meeting. These parties direct 

and manage each committee meeting and are compensated for those duties. This is a 

legitimate business function of the Board of Directors and should be reflected in rates. 

g. (1) The Audit Committee also serves as EKPC’s Risk 

Oversight Committee. The April 26, 2006, meeting was a special meeting called to 

preview a risk assessment model. This is a prudent business expense. 

(2) Bid openings and negotiation meetings are held in 

accordance with EKPC Board Policy (401 and 403) to insure that all contracts for 

generation, transmission, communications, and substation facilities and any related 

purchases of equipment and materials (including fuel) are entered into as economically 

and as competitively as practical and in accordance with all applicable requirements of 

lending and regulatory agencies including RUS 7 CFR Part 1726 Electric System 

Construction Policies and Procedures. 

(3) This was a special meeting concerning cost contaiiment 

goals. Such special meetings occur periodically and are a legitimate business expense. 

The costs are a necessary part of Board activity and should be included for rate-making 

purposes. 

(4) These meetings of the President and CEO and the Board 

Officers were to discuss various issues with regard to EKF’C, wherein power supply and 

cost were most likely the main topics. 

(5) EKPC hired Consultant Richard Byrne to develop a work 

plan to identify additional cost containment initiatives, further define the scope of the 

tentative COO’S work, and review corporate strategies. Mr. Byme met with Director 

Elbert Hampton during his examinations of  all aspects of EKPC’s planning and 

operations. 
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(6)  The CFC forum exposes our directors to complex 

subjccts in the utility industry and provides training and awareness of critical topics. 

EKPC has excluded the costs relating to the CFC Forum except for two board members. 

(7) The Energy Management Conference is an annual 

conference that highlights many topics pertinent to the utility industry. EKPC has 

excluded the costs relating to the Energy Management Conference except for two board 

members. 

(8) Bid openings and negotiation meetings are held in 

accordance with EKPC Board Policy (401 and 403) to insure that all construction 

contracts for generation, transmission, communications, and substation facilities and any 

related purchases of equipment and materials (including fuel) are entered into as 

economically and as competitively as practical and in accordance with all applicable 

requirements of lending and regulatory agencies including RUS 7 CFR Part 1726 Electric 

System Construction Policies and Procedures 

(9) This conference is an opportunity for our directors to 

obtain training and compare experiences with other directors from all over the country. 

As stated in the Commission’s Order in Case 2005-00187, ”The Commission finds that it 

is important for the cooperative directors to receive training to be effective and 

responsible stewards of the cooperative and such training expenscs should be included for 

rate-making purposes.” 

(10) In the past year NRECA engaged in a number of 

activities to assess the key strategic issues facing the rural electric program. These 

activities were driven by a clear sense that the electric utility industry is changing and 

that the issues and challenges facing EKPC will be far more difficult than in the past. 

EKPC has excluded the costs relating to the NRECA Strategic Issues meeting except for 

two board members. 

(1 1) EKPC conducted a number of meetings involving 

directors, managers and staff personnel regarding rate-related issues. The discussions 
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enabled Board members to become more familiar with this topic and become more 

cognizant of industry issues. This is a legitimate business expense and should be 

included for rate-making purposes. 

(12) The EKPC bylaws require the corporate secretary to 

perform numerous duties relating to recording and certifying EKPC documents. Due to 

the fact that the corporate secretary is not normally present at EKPC headquarters for the 

purposes of routine EKPC business, the bylaws allow the delegation of the corporate 

secretary’s duties to an agent, employee, or other oEfcer of EKPC who is not a director. 

Therefore, those routine duties are delegated to the Finance Division Senior 

Administrative Secretary in the absence of the corporate secretary from EKPC 

headquarters in order to add efficiency to the conduct of EKPC’s normal business. This 

stamp is for the corporate secretary, A. L. Rosenberger. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 43 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 43. Refer to the response to the Staffs First Request, Item 25(c). 

a. Explain how the various per diem levels were determined and 

indicate when the current level of reimbursement was established. Include all studies, 

reports, or analyses performed by or for EKPC that support the per diem levels. 

h. Was EKPC aware that in previous cooperative rate cases the 

Commission has not included for rate-making purposes per diems for meetings other than 

the monthly board meeting? Explain the response and include a discussion of why EKPC 

believes that per diems for meetings other than regular board meetings should be 

included for rate-making purposes. 

c. Refer to page 1 of 6 .  Policy No. 11 1 states that, with the 

exception of the unexcused absence provisions contained in the policy statement, a 

director shall be compensated a minimum of $800 per month plus expenses. Explain in 

detail why EKPC and its Board of Directors believe this provision is reasonable. Include 

all studies, reports, or analyses performed by or for EKPC that supports this provision. 

d. Was EKPC aware that in previous cooperative rate cases the 

Commission has not included for rate-making purposes per diems for travel days? 

Explain the response and include a discussion of why EKPC believes that travel day per 

diems should he included for rate-making purposes. 

e. Refer to page 3 of 6. Was EKPC aware that in previous 
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cooperative rate cases the Commission has not included for rate-making purposes extra 

per diem payments associated with the director carrying out “official duties” or chairing 

committee meetings? Explain the response and include a discussion of why EKPC 

believes that these additional per diem payments should be included for rate-making 

purposes. 

Res~onse 43. 

Attached is a summary o fa  2006 G&T Compensation Survey showing the per diems in 

the G&T Cooperative group. 

a. The current per diem levels were established in May 2000. 

b. EKPC was not aware that the Commission has always treated 

per diems in that manner. Due to the need for directors to be as informed as possible, 

particularly given EKPC’s financial condition, it is not unreasonable to reflect such per 

diems in rates. 

c. EKPC’s per diem is comparable to the average per diem shown 

for the G&T Cooperative Survey (see attachment to 43(a). Given EKPC’s relative size 

and number of member systems, it is a reasonable per diem level. 

d. EKPC was not aware the Commission always excludes such 

per diem costs. As indicated in the response to (b) above, it is extremely important for 

board members to be educated on industry issues. If that necessitates travel, it is not 

unreasonable to recover such per diem costs on the travel day. 

e. Each member of EKPC’s board of directors serves in a dual 

capacity. They represent each member’s interest and assist in making decisions in 

EKPC’s best interest. For those officers that perfonn additional duties it is fair to 

compensate them for their additional responsibilities. 







PSC Request 44 

Page 1 of 15 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00472 

THIRD DATA REQUEST RESPONSES 

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07 

REQUEST 44 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reauest 44. 

service, per diems, reimbursement for expenses, or any other thing of value paid to each 

person serving as a member or alternate member of EKPC’s Board of Directors during 

the test year. Include for each individual the total sum paid by EKPC. 

Provide a schedule by individual listing the compensation for 

Response 44. Please see pages 2 through 15 
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