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FLEMING-MASON ENERGY COOPERATIVE 

PSC CASE NO. 2006-00479 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

Fleming-Mason Energy Cooperative (“Fleming-Mason”) hereby submits responses to the 

Commission Staffs First Data Request dated March 12, 2007. Each response with its 

associated supportive reference materials is individually tabbed. 
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FLEMING-MASON ENERGY COOPERATIVE 

PSC CASE NO. 2006-00479 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

REQUEST 1 
RESPONSIBLE PERSON: William A. Bosta 

COMPANY: Fleming-Mason Energy Cooperative 

Request 1. Refer to the Application, Exhibits I1 and 111. 

Request la.  

documentation used to determine the proposed rates and the billing analysis. 

Provide all workpapers, calculations, assumptions, and other 

Resaonse la.  

shows the present and proposed rates and revenues by wholesale customer class for 

service to Fleming-Mason. 

Attached is information from EKPC’s Exhibit I, Pages 3-5,  which 

As indicated in Mr. Bosta’s testimony, the demand charges for retail industrial rates 

mirror EKPC’s proposed rates for Schedules B and C, as applicable. 

The increase applicable to all other classes was based on taking the total increase to the 

member system, subtracting the retail industrial class increase and then dividing that 

amount by the kWh for all other classes. This resulted in a per unit (cents/kWh) energy 

cost increase that was applied to all other classes. The only exception i s  Electric Thennal 

Storage (ETS) Rate Schedule 1-A, Rate El8, which was designed based on a charge of 

60 percent of the energy rate of the related rate class. 
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See the response to Request l b  for the calculations to determine the.proposed rates. 

Request lb. 

determine the proposed rates and billing analysis, with all fonnulas intact. 

Provide in electronic format the Excel spreadsheets used to 

Response lb. 

2007, attached are two (2) copies of the requested infonnatiori on CD-ROM. 

Based on discussion with the Commission Staff on March 19, 



Request la  
Attachment 
Page 1 of 3 

EXHIBIT I 
Page 3 of 7 



Request l a  
Attachment 
Page 2 of 3 

EXHIBIT I 
Page 4 o f  7 



Request l a  
Attachment 
Page 3 of 3 

EXHIBIT I 
Page 5 of 7 

I I 



Fleming-Mason 
Billing Analysis 

for the 12 months ended September 30,2006 

Residential 
Farm and Home Marketing Rate (ETS) 

Small General Service 
Large General Service 
Large General Service 

All Electric Schools 
Tennessee Gas 

Guardian Industries 
Dravo 

Inland Container 
Inland Steam 

Street Lighting and Security Lights 

Total 
23,349,462 

78,513 
1,311,885 
3,895,997 
3,050,766 

169,506 
6,035,198 
2,949,659 
6,590,930 

11,200,266 
11,590,474 

627,216 

Total 
24,502,958 

84,240 
1,376,789 
4,112,174 
3,252,513 

179,120 
6,035,198 
3,177,659 
6,973,582 

11,698,645 
12,368,695 

647,405 
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$ Increase % Increase 
1,153,496 4.94% 

5,727 7.29% 
64,904 4.95% 

216,177 5.55% 
201,747 6.61% 

9,614 5.67% 
- 0.00% 

228,000 7.73% 
382,652 5.81% 
498,379 4.45% 
778,221 6.71% 
20,190 3.22% 

70,849,870 74,408,978 3,559,108 5.02% 
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CYSlOmei cnarge 

Energycharge per kWh 
Grew Power 
Total from base rates 

F U ~ I  adjusiment 
Environmenlal Jurchaqe 

Total P?venues 

Average Bill 

FIeming.Mason 
Billing Analysis 

forlhe 12monlhsended Seplcmber30.2006 

255,563 $6.26 $1,599.824 255,563 $6.26 $1,599,024 so 0.00% 

267,861,077 $0.00096 17,556,107 287,861,071 $0.001197 18,707.604 $1,153,486 6.57% 
338 336 so o,ow, 

18,154,260 20.307.764 Si.153.496 6.02% 

PO 

so 
2,403,736 2,403.734 so 0.00% 
1,781,460 1,791,dOO so 0.00% 

$23.348.462 S1.~53.4@6 4.94% 

$91,36 $85.88 $4,51 4.%% 

Schcdule ?-A 
Farm and Home Markelin9 Rate IETS) 

Rate E16 

682 $6.26 $6,684 682 56.26 $5,584 SO 0.00% 

1,485.501 $0.03515 52.567 1,495,501 $0.03688 66,204 $5.72, 10,89% 
$0 

SO 

$0 
50.151 63,876 $5.727 8.85% 

12,785 12.785 so 0.00% 
7,577 7,577 so O,OO% 

S 7 6 e  $64.24!- $5,727 7.20% 

SO 

$1.153.496 

SO 

ss.72, 

rge Bill sB8.02 $94.44 s 4 2  1,28% 



Schedule2 
Small Gemmi Sewice 

Rae 2 

Wiling Curen, 1 Annuailzed 
Deleminanis Rale I RemnucS 

Silling I Annualized 
DeleminanlS Rale I RBvenUCS 

CuSlomei Charge 1.332 $57.31 $76.337 1,332 $57.31 $76,337 50 0.OOh 

Demand Charge 185,326 $6.06 S1.163.676 195.326 S6.06 1,163,676 SO O.W& 
SO 

so 
Energy Charge 53,079,150 $0,03526 1,903,305 53,979,150 $0.03926 2,119,482 S216.177 1$.36% 

Total Ea5elmd Charges 53,163,317 $3,379,494 sZie.li7 6.63% 

Fuel adjuslmenl 
Enviionmenlal surcharge 

Re"e*"eS 

blagcEiil 

437.923 
294,757 

c3.895.987 

$ 2.925 

437,923 so 0.00% 
2911,757 so 0 00% 

$a&= hZt6.177 5.55% 

$ 3,067 162.30 5.55% 

so 

so 

SM904 

so 

so 

5216.177 



customer Charge 

Demand Chaigc 

EnDlQy Charge 

Total Baseload Charge 

Fuel adjustment 
Envirmmenial surcharge 

Total Revenues 

Av'veagc Biil 

Fieming.Mason 
Bitiing AnaIySIS 

forthe 12 monlhs ended Seplember30, 2006 

145 $57.31 $6.310 

103,801 86.06 $629,034 

50,375,687 $0.03626 1.776.254 

52.41 3,596 

406.069 
231.098 

2 0 5 0 , 7 6 6  

$ 21.040 

145 557.31 56,310 so 
so 

103.601 56.06 629,034 so 
50 

50,375,897 S0.03926 1,976,001 1201,747 

52,615,345 5201,767 

406,069 so 
231,089 SO 

2 2 5 2 , 5 1 3  SZOl.747 

S 22.431 1,391,36 

0.00% 

0.00% 

31.38% 

8,36% 

0.00% 
0.00% 

6,G1% 

6.81% 

Schsduia AES 
Ail Electric SChoois 

Rate 4 

I 

24 $56,77 $1,362 24 556.77 $1,362 so 0.00% 
SO 

6,236 50,OO $0 6,236 SO.00 so 
$0 

2,400,600 ~0.06692 136.642 2.400.6ao $0.06092 146,256 S9.6M 7,04% 

$136,005 S147.619 59.614 6.87% 

26,3011 
3,197 

$169.506 

$ 7.063 

28,304 I0 0.00% 
3.197 so 0.00% 

$178.120 SS.Bl4 6.67% 

S 7,463 mo.68 5 67% 
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SO 

SO 



cus:ome, Charge 12 OW77 $661 12 $56.77 $661 so 0.00% 

Dcmand Charge 300.000 51.75 5525,000 300,000 $1.76 526,000 so 000% 
so 

M 

Billing 
Veleminanls 

Energy Charge 86,570,870 S0.05692 5,041,454 88,510,670 $0.05692 5.041.454 $0 O.W% 
Cuslomei Adder 68,570,870 0,002 177.142 88,510,870 50.00200 177,142 
Toiai 6aselDad Chargee S6,144.2?7 $5,744,277 so 0.00% 

1 Annuaiired 
Rate 1 Revenue8 

Fuel adiuslmsnl 0 0 so 
Environmeniai Surcharge 280.921 290,921 $0 O.W% 

$6,035,198 

$ 502,933 

$6,035,188 $0 000% 

S 502,833 0 W% 

Exisling 

Wing Cunenl 1 bnnuaiized 
Veteminanis Raie 1 Revenues 

cus,(lmer ci,arge 12 $1.069.00 $12.828 

Demand Chaise 120,000 $5.39 $648,800 

Energy Cllarge 53,077,372 $0.03085 1,631,437 

Baseload Charges $2,297,066 

Tad adjuslment 426,986 
Envimnmenlal Surcharge 225,606 

Toiai Revenues $2,949,859 

Avemge Bill $ 245.805 

12 $1,069 512.826 

120,000 $7.28 874.800 

53.077.372 SO 03085 1.637C37 

$2,525,065 

426,986 
225.608 

$3,177,658 

S 264.805 

so 0.00% 
SO 

S228.000 38,25% 
50 
$0 0.00% 

s228.000 8,93'h 

$0 O.W% 
SO 0.00% 

S228,OOO 1.73% 

49.wo.W 1.73% 

$0 

so 

$0 

SO 

S228.0W 
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Billing Current I Annuaiized 
Determinaiils Rate 1 Revenues 

Fieming-MarPn 
6lIllng Anaiysis 

tor the 12 months ended September 30, ZOOS 

Schedule LIS 6 

Biiltng 1 Annualized 
Dcleminanis Rate 1 Revenues 

DraVO 
Rale LIS 6 

Cuslomer Cliarge 12 $000 $0 12 so $0 SO 
so 

Demand Charge 201,386 55.39 $1,085,524 201.396 $7.29 1,466,177 $382.652 35.25% 
$0 

Energy Chame 126,168,165 50.03065 3,963,670 128,158,165 SO.03085 3,853,679 so 0.00% 

Total 6aSsload Chames 55,039.204 95,421,856 S382.612 1.59% 

Fuel adiustmont 1,046,162 1.0.18.762 so 0.00% 
Envtionmenial 5Y'chalge 502.844 502.844 $0 0.00% 

Total Revenues 

Average Bili 

56,680,830 

$ 5&9,244 

Flemlng-Mason 
Billing Anaiysb 

lor ihB I2 months endcd Seplembei 30.2008 

COnliaCt 
inland Containei 

$6,973,582 S382.652 5.81% 

$ 681,132 31,887.70 5.81% 

cmtorner Charge 12 $4.605.00 $55,260 12 14,605 555,260 0,00% 

Demand Cliaige 325.738 $5.39 51,755,728 325,736 $6.92 2,254,107 496.379 28.38% 

- PYCharg(l0 220,486,205 50.02756 6,076,600 220,486,205 $0.02756 6,076,600 0.00% 

.I Baseload Chatges 57,667,688 $8,385,867 498.379 6.32% 

Fuel adlustmenl 1,654,414 1,654414 0.00% 
EnVir0nmenl;ll SUIChalge 1.658.264 1,656,264 0.00% 

rnerAddei 

Total Revenues 

Average Bill 

91 1,200,266 

$ 933,356 

488.378 4.45% 

$ 974.867 41,532 4.45% 

$382.652 

50 

so 

SO 



Fleming-Mama 
Biliing Anaiyris 

lor LIm 12 m a n h  ended September 30.2006 

coniraci 
Inland SIeam 

miing 
Deiermlnanls 

I mistin. I 
! AnnuaUied 

Rata I Revenues 

C&lomcr Charge 12 50.00 $0 

Demand Charge G84.11 5b19.51 $4,765,378 

Energy Charge 2,392.681.7 52.96390 56,788,794 

Total Bassload Charges 58,554,172 

Fuel adjustment 2,025,897 
Uivironmen$al surcharge 1,010,405 

ToLai Revenues 81 1.590.474 

Average Bill 5 966.873 

TOW 570,8419,810 

Tow1 Itex TGP.inlandL1 $42,023,933 

Repvest I b  
Allaachmel 
Page 7 Of 8 

so 

1,651,666 

P a n  os 
2282.508 I01 



Request 1b 
Attachment 
Page 6 of 8 

7000 LUMEN MERCURY VAPOR 
20000 LUMEN MERCURY VAPOR 
9500 LUMEN STANDARD HPS 
9500 WMEN ORNAMENTAL UPS 
9500 LUMEN DlRECTiONAL HPS 
22,000 LUMEN STANDARD HPS 
22,000 LUMEN ORNAMENTAL HPS 
22.000 LUMEN DiRECTlONAL HPS 
50,000 LUMEN STANDARD HPS 
50,000 LUMEN DlRECTiONAL UPS 

Fleming-Mason 
Billing Analysis 

for the 12 months ended September 30,2006 

Street Lighting and Security Lights 
Ouldoor Lighting 

Existing Proposed 

30,193 
72 

57,398 
108 

2.347 
513 
156 
945 

12 
3,014 

94,758 

2,083.317 $6.32 
2,808 $12.03 

2,236,622 $6.38 
4,212 $13.84 

91.533 $6.44 
41,553 $6.65 
12.636 $16.35 
76,545 $8.67 

1,944 $13.05 
466.268 $12.75 

5,041.338 

$190,819.76 
$866.16 

8365,05128 
$1,494.72 

$15,114.68 
$4,540.05 
$2,550.60 
$8,193.15 

$156.60 
$38,428.50 

$627,215.50 

30,193 2,083317 $6 60 199,163 
72 2,808 $ 1 2 1 9  877 

57,398 2,238,522 $6 52 374,016 
108 4717  $1400 1,512 

513 41,553 $917 4,706 
156 12,636 $1667 2,601 
945 76.545 $ 8 9 9  8,500 

12 1,944 $1370  164 
3.014 488,268 $1340  40,384 

94.758 5,041,336 647.405 

2,347 91,533 $660 15,481 

8.343 4.37% 
11 1.30% 

8,965 2.46% 
17 1.13% 

367 2.43% 
166 3.67% 
51 1.98% 

307 3.74% 
8 4.97% 

1,955 5.09% 

20,190 3.22% 
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FLEMING-MASON ENERGY COOPERATIVE 

PSC CASE NO. 2006-00479 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

REQUEST 2 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: Fleming-Mason Energy Cooperative 

Request 2. 

change its rates to reflect a change in the rate of its wholesale supplier if the effects of an 

increase or decrease are allocated to each class and within each tariff on a proportional 

basis that will result in no change in the rate design currently in effect. 807 KAR 5:007, 

Section 2(2), provides that the distribution cooperative shall file an analysis 

demonstrating that the rate change does not change the rate design currently in effect and 

the revenue change has been allocated to each class and within each tariff on a 

proportional basis. In the cover letter to its Application, Fleming-Mason states: 

In each instance, the retail rates for a particular class have been 
developed in a manner that is consistent with the method proposed by 
EKPC. The proposed rate design structure at retail does not change the 
rate design currently in effect and is consistent with the rate design 
methodology used at wholesale. 

KRS 278.455(2) provides that a distribution cooperative may 

Request 2a. 

Application, identify the corresponding wholesale Rate Schedule of East Kentucky 

Power Cooperative, Inc. 

For each retail Rate Schedule listed in Exhibit I1 of the 

ResDonse 2a. Please see the attached information. 
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Reauest 2b. 

5:007, Section 2(2), require that increases or decreases in rates from the wholesale 

supplier must he allocated to each retail class and within each retail tariff on a 

proportional basis? Explain the response. 

Would Fleming-Mason agree that KRS 278.455(2) and 807 KAR 

Response 2b. 

requirements and have developed proposed rates that meet the intent of KRS 278.455(2) 

and 807 KAR5:007. As explained in Mr. Bosla’s testimony, EKPC began the rate design 

process at wholesale by allocating the proposed rate increase to each rate class on a 

proportional basis. The proportional increase to each rate class was then applied to the 

most appropriate rate mechanism for each rate class. 

Yes. EKPC and each Member System understands these 

The proposed increase at retail is strictly a pass-through of EWC’s increased wholesale 

costs and each Member System must recover the dollar increase from new wholesale 

rates. As a result, EKPC and each Member System recognized that it was iniportant to 

implement retail rates that mirror the change at wholesale, while meeting the 

proportionality and rate design requirements. 

EKPC and its Member Systems understand that a “pure” proportional increase at retail, as 

discussed in Item 3 herein, would result in increases at retail to customer, demand and 

energy charges. However, EKPC and its Member Systems came to the conclusion that, 

for example, an increase in the customer charge at retail made no sense because the 

wholesale increase had no relationship to customer cost. EKPC has not proposed an 

increase in its substation charges or metering point charges in this proceeding. 

Consequently, EKPC and its Meniher Systems could not justify increasing the retail 

customer charge when the wholesale increase has no relationship to that cost. 
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Therefore, EKPC believes that its proposed wholesale increase using a proportional basis, 

coupled with the use of the wholesale rate design methodology at retail, is a reasonable 

approach to meeting the intent of the requirements. 

Request 2c. 

5:007, Section 2(2), require that the retail rate change does not change the retail rate 

design currently in effect? Explain the response. 

Would Fleming-Mason agree that KIZS 278.455(2) and 807 KAR 

Response 2c. 

set forth in KRS 278.455(2) and 807 KAR 5:007 and believe that the proposed rates do 

not alter the existing rate design structure at retail. 

Yes. EKPC and its Member Systems understand the requirements 

As indicated in the response to Item 2b, the rate design used for the pass-through increase 

at retail was intended to meet these requirements, while also maintaining the existing 

wholesale/retail rate design relationship and recognizing cost causation principles. 

Industrial customers at retail, for example, will pay the same demand charge as the 

Member System pays to EKPC. This maintains the rate design relationship from 

wholesale to retail that has existed for a number of years. Likewise, the proposed 

increase in the “E” wholesale rate, which is only applied to the energy charge, is being 

passed through only to the energy charge at retail. This process allows the rate design 

relationship kom wholesale to retail to remain in place. 

Fundamentally, for every retail rate class, there has been no change in the rate design 

structure. The demand, energy, and customer components for industrial rates remains 

intact and the residential and commercial rate design structure remains as is through a 

continuation of the customer and energy charge structure. This adherence to the rate 
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design structure, coupled with a retention of the wholesale to retail rate design 

relationship, is a reasonable approach and meets the legal requirements. 
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The present and proposed rates structures of Fleming-Mason Energy Cooperative are 
listed below: 

Rate Class 
Residential & Small Power - Sch RSP 
Customer charge per month 
Energy charge per kWh 
Residential & Small Power - Sch RSP-ETS 
Energy charge for all kwh 

Small General Service - Sch SGS 
Customer charge per meter 
Demand charge per kW 
Energy charge per kwh 

Large General Service - Sch LGS 
Customer charge per meter 
Demand charge per kW 
Energy charge per kWh 
Outdoor Lighting Service - Sch OLS 
Mercury Vapor - 7,000 Lumens - Std Service 
Mercury Vapor - 7,000 Lumens - Ornamental Service 
Mercury Vapor - 20,000 Lumens - Sld Service 
Mercury Vapor - 20,000 Lumens - Ornamental Service 
Hieh Pressure Sodium - 9,500 Lumens - Std Seivice 

EKPC 
Rate Schedule 

E-2 

E-2 

E-2 

E-2 

E-2 

HGh Pressure Sodium - 9;500 Lumens - Ornamental Service 
High Pressure Sodium - 9,500 Lumens - Directional Service 
Nigh Pressure Sodium - 22,000 Lumens - Std Service 
High Pi-essure Sodium - 22,000 Lumens - Ornamental Service 
High Pressure Sodium - 22,000 Lumens - Directional Service 
High Pressure Sodium - 50,000 Lumens - Std Service 
High Pressure Sodium - 50,000 Lumens - Oinamental Service 
High Pressure Sodium - 50,000 Lumens - Directional Service 

All Electric School E-2 
as tomer  charge 
Energy charge per kWh 

Customer chargeper meter 
Demand charge per kW 
Energy charge per kWh 

Customer charge per meter 
Demand charge per kW 
Energy charge per kwh 

Customer charge per meter 
Demand charge per kW 
Energy charge per kWh 

Customer charge per meter 
Demand charge per kW 
Energy charge per kwh 

Large Industrial Service - Sch LIS 1 C 

Large Industrial Service - Sch LIS 2 C 

Large Industrial Service - Sch LIS 3 C 

Large Industrial Service - Sch LIS 4 C 

Present 
$6.26 
$0.06096 

$0.03657 

$43.07 
$6.49 
$0.03515 

$57.31 
$6.06 
$0.03526 

$6.32 
$14.97 
$12.03 
$19.54 
$6.36 
$13.84 
6.44 
$8.85 
$16.35 
$8.67 
$13.05 
$20.15 
$12.75 

$56.77 
$0.05692 

$535.00 
$7.82 
$0.03629 

$1,069.00 
$7.82 
$0.03304 

$1,069.00 
$6.39 
$0.03198 

$535.00 
$5.39 
$0.03812 

Prouosed 

$6.26 
$0.06497 

$0.03898 

$43.07 
$6.49 
$0.03915 

$57.31 
$6.06 
$0.03926 

$6.60 
$15.25 
$12.19 
$19.70 
$6.52 
$14.00 
$6.60 
$9.17 
$16.67 
$8.99 
$13.70 
$20.80 
$13.40 

$56.77 
$0.06092 

$535.00 
$9.72 
$0.03629 

$1,069.00 
$9.72 
$0.03304 

$1,069.00 
$8.64 
$0.03198 

$535.00 
$7.29 
$0.03812 
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Large Industrial Service - Sch LIS 5 
Customer charge per meter 
Demand charge per kW 
Energy charge per kWh 

Large Industrial Service - Sch LIS 6 
Customer charge per meter 
Demand charge per kW 
Energy charge per kWh 
Large Industrial Service - Sch LIS 4B 
Customer charge per meter 
Demand charge per contract kW 
Demand charge in excess of contract 
Energy charge per kwh 
Large Industrial Service - Sch LIS 5B 
Customer charge per meter 
Demand charge per contract kW 
Demand charge in excess of contract 
Energy charge per kWh 

Large Industrial Service - Sch LIS 6B 
Customer chargeper meter 
Demand charge per contiact kW 
Demand charge in excess of contract 
Energy charge per kWh 
Special Contract - Inland Container 
Customer Charge 
Demand Charge per kW 
Energy Charge per kWh 
Special Contract - Inland Steam 
Demand Charge per MMBTU 
Energy Charge per MMBTU 
Special Contract - Tennessee Gas 
Customer Charge 
Demand Charge per kW 
Energy Charge per kwh 

B 

$1,069.00 
$5.39 
$0.03487 

$1,069.00 
$5.39 
$0.03085 

$535.00 
$5.39 
$7.82 
$0.03812 

$1,069.00 
$5.39 
$7.82 
$0.03487 

G 
$4,605.00 
$5.39 
$0.02756 

$419.51 
$2.964 

$56.77 
$1.75 
$0.05692 

Special Contract 

Special Contract 

$1,069.00 
$7.29 
$0.03487 

$1,069.00 
$7.29 
$0.03085 

$535.00 
$7.29 
$9.72 
$0.03812 

$1,069.00 
$7.29 
$9.72 
$0.03487 

$1,069.00 
$7.29 
$9.72 
$0.03085 

$4,605.00 
$6.92 
$0.02756 

$604.44 
$2.964 

$56.77 
$1.75 
$0.05692 
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FLEMING-MASON ENERGY COOPERATIVE 

PSC CASE NO. 2006-00479 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 3/12/07 

REQUEST 3 

RESPONSIBLE PERSON: William A. Bosta 

COMPANY: Fleming-Mason Energy Cooperative 

Request 3. Refer to Exhibit I11 ofthe Application, 

Request 3a. 

present and proposed revenues: 

Prepare the following comparative analyses of Fleming-Mason’s 

(1) Calculate the percentage that each rate schedule or class 

represents of the total revenues for both the present revenues and proposed revenues. 

Percentages should be expressed to 2 decimal places. 

(2) Calculate the percentage that each component of the base rates 

within each rate schedule or class represents of the total base rate revenues for both the 

present revenues and proposed revenues. Do not include he1 adjustment revenues, 

environmental surcharge revenues, or green power revenues. Percentages should be 

expressed to 2 decimal places. 

Response 3a. (1) Please see the attached information. 

(2) Please see the attached information. 
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Request 3b. 

explain in detail how Fleming-Mason’s proposed pass-through rates are in compliance 

with the retail rate requirements ofKRS 278.455(2) and 807 KAR 5:007, Section 2(2). 

Based upon the results of the analyses prepared in part (a) above, 

ResDonse 3b. 

above assumes that the proportionality requirement would follow strict adherence to the 

existing proportion of revenues at retail, by rate mechanism component (is. customer, 

energy and demand). EKPC and the Member Systems believe that the proportionality 

requirement is not so narrow and that the pass-through at retail has followed the proposed 

wholesale rate design process in a proportional manner. At retail, Cor example, there is 

no increase in the customer charge because EKPC did not increase the metering point 

charge or substation charge at wholesale. Moreover, the “B” and “C” type retail 

industrial classes will have the same demand rate as the proposed demand rate for 

industrial customers at wholesale. It follows the matching concept upon which these 

rates were originally created. 

Maintaining the existing revenue proportion as shown in part (a) 

See also the response to Item 2(h) and 2(c) herein. KRS 278.455(2) explicitly recognizes 

“proportional” allocation without recognizing a specific method, whether KWh, revenue, 

or other means of proportionality. EKPC has chosen the proportional method of applying 

wholesale to retail, with the intended matching concept of costs vs. revenue. The retail 

rates reflect this top-down approach to proportionality. Please see the attached analysis 

which illustrates this approach. 
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