
2001 

Ernp Wage Rate 
No. Jan.-Dec. 

5-329 

5-186 23.38 

5-309 

5-152 23.38 

5-280 11.92 
10.84 

12.25 

5-065 23.38 

5-071 23.38 

5-255 15.59 

5-302 

2-136 18.93 

5-112 23.38 

2-203 18.93 

5-292 

5-064 20.27 

5 252 18.93 

5-245 22.27 

5 293 

5-253 21.16 

5-224 22.27 

5-219 22.27 

5-305 

5-226 22.27 

10.84 
5-281 11.92 

12.25 

Union Employees 
2002 2003 2004 2005 2006 

Wage Rate f 
Jan.-Dec. YO Wage Rate Yo Wage Rate i Yo Wage Rate i Yo Wage Rate i % 

f Inc. Jan.-Dec. I Inc. Jan.-Dec. i Inc. Jan.-Dec. i Inc. Jan.-Dec. Inc. 

12.40 NIA 
12.77 i 3.0% 

24.01 i 2.7% 

24.79 i NIA 25.54 i 3.0% 

24.01 f 2.7% 24.64 f 2.6% 

13.72 i 2.7% 16.43 i 2.6% 
13.36 i 9.1% 16.01 i 7.7% 17.60 i 

14.87 i 8.4% 17.60 f 7.1% 

24.01 i 2.7% 24.64 f 2.6% 25.27 f 2.6% 26.28 i 4.0% 27.32 i 4.0% 

24.01 f 2.7% 24.64 i 2.6% 

18.30 17.4% 21.36 16.7% 24.07 / 12.7% 24.79 3.0% 25.54 3.0% 

23.47 i NIA 
24.07 i 

-- 

19.44 i 2.7% 19.95 i 2.6% 20.46 i 2.6% 21.07 i 3.0% 21.71 i 3.0% 

24.01 i 2.7% 24.64 i 2.6% 25.27 i 2.6% 26.28 4.0% 27.32 4.0% 

19.44 f 2.7% 19.95 i 2.6% 20.46 i 2.6% 21.07 3.0% 21.71 f 3.0% 

11.44 i N/A 14.08 i 9.1% 16.85 i 7.7% 19.83 f 6.7% 
11.74 i 2.6% 14.44 i 2.6% 17.35 f 3.0% 20.43 i 3.0% 
12.91 i 10.0% 15.65 i 8.4% 18.59 f 7.1% 21.71 i 6.3% 

20.81 i 2.7% 21.36 I 2.6% 21.90 2.5% 21.90 

19.44 ! 2.7% 19.95 i 2.6% 20.46 i 2.6% 21.07 i 3.0% 21.71 f 3.0% 

22.87 f 2.7% 23.47 f 2.6% 24.07 I 2.6% 24.79 3.0% 27.32 f 10.2% 

11.44 NIA 14.08 9.1% 16.85 i 7.7% 19.83 i 6.7% 
11.74 2.6% 14.44 2.6% 17.35 f 3.0% 20.43 i 3.0% 
12.91 i 10.0% 15.65 i 8.4% 18.59 f 7.1% 21.71 1 6.3% 

22.87 f 8.1% 23.47 f 2.6% 24.07 i 2.6% 24.79 f 3.0% 25.54 i 3.0% 

22.87 i 2.7% 23.47 2.6% 24.07 2.6% 24.79 3.0% 25.54 f 3.0% 

22.87 i 2.7% 23.47 f 2.6% 24.07 f 2.6% 24.79 3 3.0% 25.54 f 3.0% 

19.26 i 

22.87 j 2.7% 23.47 i 2.6% 24.07 f 2.6% 24.79 i 3.0% 27.32 10.2% 

13.36 f 9.1% 16.01 f 7.7% 18.78 6.7% 21.90 f 7.0% 23.55 i 0.0% 
13.72 i 2.7% 16.43 2.6% 19.26 i 2.6% 22.56 i 3.0% 24.79 5.3% 

25.54 i 3.0% 14.87 i 8.4% 17.60 i 7.1% 20.46 i 6.2% 



Emp 
No. 

2-154 

4-297 

4-050 

4-31 7 

5478 

4-321 

1-323 

4-181 

4-298 

6-277 

2-220 

4-287 

6-300 

4-294 

4-299 

2-295 

4-285 

5-106 

4-325 

6-31 1 

4-128 

2-202 

2-310 

4-288 

1-276 

4-31 9 

5.137 

4-180 

2-318 

4-267 

Non-Union Employees 
2002 2003 2004 2005 2006 

! 
2001 

WageRate WageRate i % WageRate i Yo WageRate i 70 WageRate i YO WageRale % 
Jan.-Dec. Jan.-Dec. i Inc. Jan.-Dec. i Inc. Jan.-Dec. i Inc. Jan.-Dec. i Inc. Jan.-Dec. i Inc. 

15.31 16.31 i 0.0% 16.31 i 0.0% 16.80 3.0% 16.80 i 0.0% 

14.58 i N/A 16.07 i 10.2% 16.87 i 5.0% 17.88 i 6.0% 

27.01 i 0.0% 27.01 i 0.0% 27.82 i 3.0% 

47.11 
48.03 i 2.0% 

29.36 i 6.1% 30.54 f 4.0% 32.37 i 6.0% 34.30 i 6.0% 36.53 i 6.5% 

27.01 

15.87 i 
30.29 I N/A 

16.97 16.97 i 0.0% 16.97 i 0.0% 17.48 i 3.0% 18.18 4.0% 18.91 4.0% 

27.67 

16.00 N/A 16.00 i 0.0% 
19.06 20.59 i 8.0% 22.03 7.0% 23.13 5.0% 24.28 5.0% 25.61 5.5% 

13.62 14.16 i 4.0% 14.72 i 4.0% 15.31 i 4.0% 16.08 5.0% 16.80 4.5% 

10.00 i N/A 10.00 { 0.0% 
16.52 f N/A 17.18 i 4.0% 18.21 i 6.0% 

23.55 i N/A 25.58 i 8.6% 27.75 8.5% 28.44 f 2.5% 

16.00 i N/A 16.00 0.0% 

10.00 i N/A 10.00 i 0.0% 10.75 i 7.5% 12.56 i 4.1% 

14.94 i N/A 15.85 i 6.1% 17.12 i 8.0% 18.15 i 6.0% 19.33 i 6.5% 

27.15 i 0.0% 27.15 i 0.0% 

12.00 i N/A 
27.15 

10.00 i 
17.62 17.62 0.0% 17.62 i 0.0% 18.32 i 4.0% 19.05 i 4.0% 20.19 6.0% 

15.17 i 2.0% 15.63 3.0% 16.26 i 4.0% 17.07 i 5.0% 17.75 i 4.0% 

10.00 i 
14.87 

21.63 i N/A 24.75 i 14.4% 25.58 i 3.4% 26.99 i 5.5% 27.53 2.0% 

15.26 i NIA 
12.90 

19.00 19.00 i 0.0% 19.00 0.0% 

~ --2 13.59 

10.00 i N/A 

10.83 12.15 12.2% 12.64 i 4.0% 13.27 i 5.0% 14.33 i 8.0% 15.48 8.0% 



Jackson Purchase Energy Corporation 
Pay Changes 2001-2006 and Reasons for Changes 

Emp 
No. 

3-306 

2-018 

3-307 

4-257 

4-025 

3-324 

3-327 

2-290 

2-017 

2-3 15 

5-1 86 

3-264 

2-104 

2-291 

1-284 

3-269 

2-192 

5-152 

4-296 

2-326 

2-31 3 

2-194 

4-182 

1-218 

1-256 

Non-Union Employees 
2001 2002 2003 2004 

WageRate WageRate i % WageRate i % WageRate f Yo 
Jan.-Dec. Jan.-Dec, f Inc. Jan.-Dec. i Inc. Jan.-Dec. j Inc. 

16.45 16.45 i 0.0% 16.45 i 0.0% 16.78 i 2.0% 

13.24 14.32 f 8.2% 14.75 i 3.0% 15.05 i 2.0% 
21.27 21.91 3.0% 21.91 .i 0.0% 25.27 i 15.3% 

10.00 j N/A 

17.38 17.38 i 0.0% 17.38 i 0.0% 17.73 i 2.0% 

27.65 i 15.2% 29.03 5.0% 

16.83 19.69 i 17.0% 20.99 i 6.6% 21.83 E 4.0% 
16.94 16.94 i 0.0% 

10.00 i N/A 

13.20 N/A 14.00 6.1% 15.38 i 9.9% 
9.77 10.16 i 4.0% 10.41 i 2.5% 10.62 f 2.0% 
13.78 14.06 i 2.0% 14.41 2.5% 14.55 1.0% 

29.03 f 17.8% 

10.00 NIA 10.00 0.0% 

19.51 20.69 f 6.0% 21.93 f 6.0% 22.47 i 2.5% 
15.45 16.15 f 4.5% 16.63 .i 3.0% 
16.38 17.00 i 3.8% 17.50 i 2.9% 18.75 i 7.1% 

52.45 54.03 i 3.0% 55.29 i 2.3% 60.10 i 8.7% 

2005 2006 

17.12 i 2.0% 
10.00 f 
10.50 i 5.0% 

15.80 i 5.0% 
26.28 4.0% 

10.50 i 0.0% 

I 10.00 f 

17.46 i 2.0% 

10.50 2,0% 

16.83 6.5% 

26.28 f 
10.00 f N/A 
10.25 f 2.5% 

10.00 ; 

15.70 f 2.1% 
10.62 i 0.0% 

, ~ l  
31.25 i 7.6% 32.81 : 5.0% 

18.44 i 17.5% 

23.14 i 6.0% 24.06 i 4.0% 
I 

14.99 i 3.0% 
30.48 5.0% 

I 

15.29 i 2.0% 

32.00 i 5.0% 

12.07 f 
12.55 i 4.0% 

23.83 i 6.1% 

10.00 i N/A 

12.55 i N/A 
15.00 i 
24.89 i 4.4% 

I 

I I 

20.49 i 4.8% 
21.51 i 5.0% 19.55 i 4.3% 

63.94 6.4% I 67.19 1 5.1% I 



Jackson Purchase Energy Corporation 
Pay Changes 2001-2006 and Reasons for Changes 

Non-Union Employees 
2001 2002 2003 2004 2005 2006 

WageRate] YO 
Jan.-Dec. f Inc. 

23.70 i 16.6% 

12.14 i 5.0% 

17.96 i 2.0% 

12-00 i 8.1% 

14.00 i 5.2% 

25.00 3.0% 

18.41 f 1.5% 

37-74 5.6% 

1 5 ~ 5 ~  i 7.0% 

14.53 15.5% 

19.00 i 0.0% 

8.00 i N/A 

29.76 i 4.0% 

29.30 f 7.7% 

17.34 f 2.0% 

30.77 f 7.9% 
10.14 i 10.2% 

19.94 0.0% 

6.145 17.61 + 2-273 11.10 

Wageflatei % WageRate I % Wageflate i % WageRate % 
Jan.-Dec. i Inc. Jan.-Dec. f Inc. Jan.-Dec. Inc. Jan.-Dec. i Inc. 

24.65 i 4.0% 25.38 i 3.0% 26.73 i 5.3% 27.27 2.0% 

12.75 f 5.0% 13.26 i 4.0% 13.79 1 4.0% 13p93 ! 
15.11 i 8.5% 

18.40 i 2.4% 19.23 i 4.5% 20.15 i 4.8% 20.90 i 3.7% 

12.48 i 4.0% 12.98 i 4.0% 13.89 i 7.0% 14.58 i 5.0% 

25.00 i 3.9% 
25.84 i 3.4% 

26.43 i 2.3% 

14.85 i 6.1% 15.52 i 4.5% 16.25 f 4.7% 17.25 i 6.2% 

26.00 i 4.0% 26.78 f 3.0% 27.36 f 2.2% 27.36 i 6.2% 

18.41 i 0.0% 18.96 i 3.0% 19.72 f 4.0% 20.71 5.0% 

10.25 f N/A 
10.90 f 6.3% 

38.85 2.9% 40.14 i 3.3% 42.15 :I 5.0% 

16-47 5.8% 17.29 i 5.0% 18.68 8.0% 19.80 i 6.0% 

10.00 i N/A 

10.00 N/A 10.25 f 2.5% 

15.26 f 5.0% 16.18 i 6.0% 17.15 f 6.0% 18.18 i 6.0% 
19.00 i 0.0% 19.38 i 2.0% 19.77 i 2.0% 20.56 i 4.0% 

8.00 i 0.0% 

30.95 i 4.0% 

31.58 i 7.8% 32.38 i 2.5% 34.23 f 5.7% 36.11 i 5.5% 

17.34 i 0.0% 

33.66 i 9.4% 35.67 f 6.0% 37.46 5.0% 41.92 f 11.9% 

10.75 f 6.0% 11.18 i 4.0% 11.85 f 6.0% 12.60 i 6.3% 

19.94 0.0% 19.94 i 0.0% 

7-302 

2-187 

6-274 

2-275 

6-022 

3-165 

3-322 

17.00 

28.53 

9.20 

19.94 

15.63 

4-303 I 
I 

2-286 I 
7-263 I 28.61 

3-169 I 27.21 



Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Employee Adjustment 
December 31,2006 

The following is a list of employees added during the test year, and the employees that were 
replaced, or reason for hiring the employees. 

Employee 
- Hired 

2-295 
4-31 7 
5-320 
4-321 
1-323 
3-324 
2-326 
3-327 
5-328 
5-329 

Reason 

Replaced promoted employee 
Replaced retired employee 
Replaced discharged employee 
Replaced retired employee 
Replaced promoted employee 
Replaced promoted employee 
Replaced part-time employee 
Replaced part-time employee 
Succession plan 
Succession plan 

The following is a list of employees terminated, and the date. 

Employee 
Number 

4-025 
5-121 
5-21 4 
5-289 
3-307 
2-31 3 
3-31 6 
2-31 8 
4-325 

Retirement 
Retirement 
Placed on unpaid leave 
Discharged 
Voluntary Resignation 
Voluntary Resignation 
Voluntary Resignation 
Voluntary Resignation 
Returned to school 

Month 
Terminated 

03-0 1 -06 
04-28-06 
05- 1 3-06 
01 - 16-06 
05-1 7-06 
06-1 6-06 
05-22-06 
05-31 -06 
08- 1 5-06 

2-273 
4-278 
5-289 
4-025 
5-21 8 
3-322 
2-295 
3-324 
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Scheduk 6 Jackson Purchase Energy Corporation 

Case No. 2007-001 16 
Compensation of Executive Officers 

PresidenVCEO 
VP, Engineering & Operations 
VP, Finance & Accounting 
VP, Human Resources 

First Precedinq Year (20051 

PresidenUCEO 
VP, Engineering & Operations 
VP, Finance & Accounting 
VP, Human Resources 

Salarv 

139,750 
98,000 
85,025 
73,250 

Salary 

130,000 
87,675 
77,925 
71,200 

Percent of 
Increase 

7.5% 

9.1 Yo 
2.9% 

Percent of 
Increase 

4.0% 
5.0% 
5.0% 
4.2% 

Percent of - Date Salary Increase - Date 

07-01 -06 07-01 -06 
01 -30-06 99,900 1.9% 07-30-06 
01 -30-06 87,200 2.6% 07-01 -06 
01-30-06 75,100 2.5% 07-01-06 

- Date 

07-01 -05 
07-01 -05 
07-01 -04 
07-01 -04 

Second Precedinq Year (20041 
Percent of 

Salary Increase 

Employees 
who Report 

all 
51 
16 
5 

PresidentCEO 125,000 8.7% 08-01 -04 
VP, Engineering & Operations 83,500 3.3% 07-01 -04 
VP, Finance & Accounting 74,200 6.0% 07-01 -04 
VP, Human Resources 68,300 4.0% 07-01 -04 



Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Executive Officers - Duties and Responsibilities 

President & CEO 

Responsible for providing strategic leadership for the company by working with 
the Board of Directors and the Executive Management Team to establish long- 
range goals, strategies, plans and policies. 

Vice President, Engineering and Operations 

Plans, directs and controls the overall operation and functions within the 
Engineering and Operations departments. Establishes and implements 
corporate engineering and operations policies and procedures within the 
boundaries established by the Board of Directors and insures compliance of 
short-term and long-term goals with overall corporate objectives. Has the 
responsibility and the authority to ensure that all jobs and projects meet company 
quality standards. Provides leadership, management and vision necessary to 
ensure that the company has the proper operational controls, administrative and 
reporting procedures, and people systems in place to effectively grow the 
organization and to ensure financial strength and operating efficiency. 
Responsible for training of company personnel in all phases of construction and 
maintenance with regard to quality and reliability. Other duties: monitors 
department performance, develops and approves operating budgets and 
expenses, staffs, trains and supervises department personnel. 

Vice President, Finance and Accounting 

Plans, directs and controls the overall operation and functions within the 
Accounting and Customer Service departments. Establishes and implements 
corporate financial and accounting policies and procedures within the boundaries 
established by the Board of Directors. Provides administrative and technical 
direction to all financial operations to ensure accuracy of financial data. 
Establishes and directs all short-term and long-range financial plans consistent 
with corporate philosophy and insures compliance with overall corporate 
objectives. Provides leadership, management and vision necessary to ensure 
that the company has the proper operational controls, administrative and 
reporting procedures, and people systems in place to effectively grow the 



organization and to ensure financial strength and operating efficiency. Other 
duties: monitors department performance, develops and approves operating 
budgets and expenses, staffs, trains and supervises department personnel. 

Vice President, urnan Resources and Member Relations 

Plans, directs and controls the overall operation and functions within the Human 
Resources and Member Relations departments. Provides direction to labor 
relations, safety and employees to insure all department programs, policies and 
procedures are in compliance with federal and state regulations and corporate 
objectives. Establishes and implements corporate personnel policies and 
procedures within the boundaries established by the Board of Directors and 
insures compliance of short-term and long-term goals with overall corporate 
objectives. Provides leadership, management and vision necessary to insure 
that the company has the proper administrative and reporting procedures and 
people systems in place to effectively grow the organization and to ensure 
financial strength and operating efficiency. Other duties: monitors department 
performance, develops and approves operating budgets and expenses, staffs, 
trains and supervises department personnel. 
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Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Payroll Tax Adjustment 
December 31,2006 

The employer's portion of FICA and medicare rates remain the same for 2007 as they 
were in 2006. The FICA rate is 6.2% and the medicare rate is 1.45%. The wage limit 
increases from $94,200 in 2006 to $97,500 in 2007; all wages are subject to medicare. 

Federal enemployment rates are 0.80 for the first $7,000 of wages and the state 
unemployment rate is 0.80 for the first $8,000 in wages. 

Proposed FICA amounts: 
FICA 
Medicare 

Proposed FUTA 
Proposed SUTA 

Test year amounts: 

Test year FUTA 
Test year SUTA 

FICA & Medicare 

Adjustment: 

Increase 

107 Capitalized 

580 Operations 
590 Maintenance 
901 Consumer accounts 
908 Customer service 
912 Sales 
920 Administrative and general 

143 to 417 Clearings and others 

278,359 
65,912 

344,271 
4,424 
4,424 353,119 

335,430 
4,873 
4,852 345,155 

7.964 

32.0% 2,548 
'7.6% 605 

16.1 70 1,282 
16.6% 1,322 
8.2% 653 
2.7% 21 5 
0.0% 

16.8% 1,338 
100.0% 7,964 

State unemployment (SUTA) wage rates are as follows: 

2006 
2005 
2004 
2003 
2002 
2001 

0.70% 
0.70% 
0.70% 
0.60% 
0.50% 
0.50% 
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Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Retirement and Workers Compensation Adjustment 
December 31,2006 

Jackson Purchase Energy Corporation provides pension benefits to substantially all employees 
through various retirement and savings vehicles. Employees hired before January 1 ,  2006 participate 
in the National Rural Electric Cooperative Association (NRECA) Retirement and Security (RS&I) 
program. For all bargaining employees the cooperative also contributes 10% of base pay to a union 
savings plan. For non-bargaining full time employee hired before January '1, 2006 the cooperative 
contributes 4% to a 401 (k) plan regardless of employee participation. For employees hired after 
January I ,  2006 the 401 (k) contribution rate is 14% for non-bargaining employees and 10% for 
bargaining employees. The cooperative also pays workers compensation insurance based 
on whether an employee is classified as "inside" or "outside." 

For 2006 the RS&I rates were '14.29% for bargaining employees and '18.25% for non-bargaining 
employees. For 2007 the R&S rates are 14.58% for bargaining employees and '1 9.1 6% for non- 
bargaining employees. 

For 2006 the effective workers compensation rates were 0.57% for inside employees and 9.42% 
for outside employees. For 2007 the effective workers compensation rates are 0.59% for inside 
employees and 10.33% for outside employees. 

Employee by employee calculations of the above benefits are calculated on the following pages. 

Normalized benefit costs: 
RS&I 
401 (k) 
Workers Comp 
Union Savings 

Test year amounts: 
RS&I 
401 (k) 
Workers Comp 
Union Savings 

Adjustment 

Adjustment: 

583,616 
1 16,531 
292,952 
177,366 1,170,465 

543,867 
84,364 

253,506 
158,718 1,040,455 

130,010 

107 Capitalized 

580 Operations 
590 Maintenance 
901 Consumer accounts 
908 Customer service 
912 Sales 
920 Administrative and general 

143 to 417 Clearings and others 
32.0% 4 1,603 

7.6% 9,881 
1 6.1 '/o 20,932 
16.6% 21,582 
8.2% 10,661 
2.7% 3 3  10 
0.0% 

16.8% 21,842 
100.0% 130,010 

Number 
of Employees 
Participating 
1 213 1 /2006 

69 
40 
79 
35 
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Jackson Purchase Energy Corporation 
Case No. 2007-001 16 
Employee Benefits 
December 31,2006 

Jackson Purchase Energy Corporation provides the following employee benefits: 
medical insurance, disability insurance, and life insurance. Insurance is provided 
through IBEW Health Insurance Trust Fund. Life insurance and disability insurance 
are purchased from NRECA. The benefits below are only available to full-time 
employees. Jackson Purchase Energy Corporations subsidizes 100% of the 
cost for medical and life insurance and 67% of the cost for disability insurance. 
Life and disability are based on the prior year's November 15 salary. 
Disability and life insurance will increase with the new salary increase for 2006. 
The cooperative does not anticipate any rate changes in 2008. 

Number 
of Employees 
Participating 
12/31 /2006 

Medical insurance 
Disability insurance 
Life insurance 

$ 824.00 for each full-time employee 
.065 per hundred of base salary for November 15, 2005 
.024 per thousand of base salary for November 15,2005 

78 
78 
78 
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Witness: Chuck Williamson 

Jackson Purchase Energy 
Case No. 2007-001 16 
December 31,2006 

Financial Accounting Standard No. 106 
Employer's Accounting for Postretirement Benefits 

Jackson Purchase updated its study of SFAS No. 106. As a result, the annual 
accrual increased. Directors are not provided health insurance premiums when 
they retire, as a result, this study does not include amounts for Directors, or their 
spouses. 

Test year accrual 189,120 

Discount rate 6.75% 

Proposed adjustment 
(accrual times discount rate) 

12,766 

The adjustment is allocated as follows: 

Percent Amount 

107 

580 
590 
901 
908 
91 2 
920 

163 - 416 
Capitalized 
Clearing and others 
Operations 
Mainteneance 
Consumer accounts 
Customer service 
Sales 
Administrative and general 

32.00% 
7.60% 

16.10% 
16.60% 
8.20% 
2.70% 
0.00% 

16.80% 

4,085 
970 

2,055 
2,119 
1,047 

345 
0 

2,145 

100.00% 12,766 



a 
9 

10 

11 

12 

13 

14 

15 

16 

17 

i a  

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

Exhibit G 
Schedule 9 

page 2 of 24 
Witness: Chuck Williamson 

Jackson Purchase Energy 
Case No. 2007-001 16 
December 31,2006 

Financial Accounting Standard No. 106 
Employer's Accounting for Postretirement Benefits 

Jackson Purchase implemented Statement of Financial Accounting 
Standard No. 106 (SFAS 106) as of January I ,  1995. 

The journal entry to record the expense for the initial year of 1995 is as 
follows: 

Cumulative effect of change in 
Account Debit Credit 

accounting principle 435.1 602,933 
Accumulated provision for pensions 

and benefits 228.3 602,933 

The study as of January 1 , 2006 has been included with this response. 
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National Rural Electric 
Cooperatwe Assoeration 

A Tooch~tonc Enrrgy Goperarive &A 

November 28,2006 

Mt G Kelly Nuckols 
PresidentKEO 
Jackson Purchase Energy Corporation 
P O  Box4030 
Paducah, KY 42002-4030 

(1 8-020) 

Re Postretuement Benefits @Excluding Pensions) Valuation 

DearMr Nuckols 

'Jhs revised report presents the results of the January 1,2006 Postretirement Medical hsurance 
Valuation of Jackson Purchase Energy Corporabon (Jackson Purchase) This report has been 
prepared in accordance with Statement of Financial Accounting Standards No 106, Emdovms' 
Accounhnn for Postretirement Benefits Other Than Pensions 

Our calculabons of retree medical insurance obligations and expense were based on the 
employee data as of January 1, 2006, plan infornabon b s h e d  by Jackson Purchase as 
m a n z e d  in Exhiblt VI and the actuarial assumpbons and methods descnbed in Exhlbit VDI 
The accompanyng report presents results for your retiree medical insurance progmn since there 
is no separate obIigation or expense associated wth the retiree life program 

We would be pleased to respond to any quesbons about the mfomation contamed in th~s report 
and to provide explanation or firther detail as appropnate 

Sincereiy, 

1 ____-"-- --- 
+ _ _ - - -  

z 
Steven W Lidwn, EA, MAAA 
Manager, Pension Products 

S W f h  

cc kell whlte 

I 
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(Revised) 

This report presents the results of the January 1, 2006 actumal valuation of Jackson Purchase 
Energy Corporation (Jackson Purchase) postretirement medical insurance program prepared in 
accordance with the requirements of Statement of Frnancial Accounting Standards No 106, 
Employers’ Accounhng for Postrehrement Benefits Other Than Pensions (SFAS 106) 

The total number of current active employees mcluded in the valuation as of January 1,2006 was 
Seventy-one Fourteen current retirees and one disabled parhcipant were also included in the 
valuabon More detaled partrcipant data is presented in Exhbit V 

Rebree Obhgabons and Expense as of January 1 ,206  

Rebree obligations and expense under Statement 106 as of January 1, 2006 are presented m 
Exhibit I and Exhibit I& respectively 

The expense for 2006 is $186,100 as shown in Extzlbit II In Exhbit DI-A, the actual 
accumulated postretirement benefit obligation (APBO) of $1,360,800 as of January 1, 2006 IS 
compared wth  the expected accumulated postretlrement benefit obligation of $1,005,100 The 
difference of $355,700 IS the net loss for FY 2005 The unrecogmzed cumulafnve actuarial gain 
or loss in excess of 10% of the APBQ is amorhzed over the future worlung hfetune to expected 
retirement of the actwe partmpants Exhbit lX43 shows the development of the $24,900 
amorhzation o f  the unrecogmzed net loss 

Edubit Tv shows the expected h d e d  status as of December 3 1,2006, and a reconcihatlon of the 
accrued cost from January 1,2006 to December 3 1,2006 Also Exhibit IV-I presents obligations 
and expense under the current plans wth trend rates 1% hlgher than the current assumed rates 
Exhbit IV-J presents the estimated future benefit payments, whch reflect expected future 
service, as appropnate, for each of the next five years and for the total of the slxth through tenth 
Years 

I 
I 

I 

- 1 -  



Jackson Purchase Energy Corporation 
edical Insurance Plan 

SFAS 106 Obligations as of January 1,2006 

A Accumulated Postretlrement Benefit 
Obligations QAPBO) as of January 1,2006 

1 Act~ves Not Yet Eligible 
2 Actlves Fully Ehgible 
3 Retvees and Dependents 
4 TotalAPBO 

B Future Accruals of Current 
Actives 

C Total Expected Postretrrement 
Benefit 0bligat.lons (EPBO) (A4)+(B) 

D Reconcihatson of Funded Status 

1 APBO 
2 Assets 
3 Funded Status = (D1)t@2) 
4 Unrecopzed (Gain)/Loss 
5 Umecopzed Pnor Service Cost 
6 Accrued Postretirement Benefit Cost 

(D3)W4)+@5) 

Total 
$(544,900) 
- 

(1 93,300) 
(622,6001 

(1,360,800) 

(5  1 9,100) 

(I  ,879,900) 

$( 1,360,800) 
0 

(1,360,800) 
5 10,300 
69.300 

(78 1,200) 

Exhibit I 
(Revised) 

1 

- 2 -  



I 

Jackson Purchase Energy Corporabon 
edieal Insurance Plan 

SFAS 106 Expense for 

1 Servicecost 

2 Interest cost 

3 Expected return on plan assets 

4 Amortization of actuarial (gIun)/loss 

5 Amortization of pnor s m c e  cost 

6 Total SFAS 106 expense in current 
operations = (1)+(2)-(3)+(4)+(5) 

7 Eshrnated pay-as-you-go expense 

$52,200 

74,100 

0 

24,900 

34,900 

186.100 

143,000 

Exhibit II 
(Revised) 

- 3 -  
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Jackson Purchase Energy Corporahon 
Medical Insurance Plan 

Calculatxon and Amorbatton of Actuanal (Gain)/Loss 

A. Calculatolon of Actuarial (Gam)/lLoss durmg 2005 

1 

2 

3 

4 

5 

Expected APBO as of December 3 1,2005 

Actual APBO as of January 1,2006 

Actuanal (gam)/loss for 2005 = (A2) - (Al) 

Unrecopzed (gm) f lo s s  as of December 3 1,2005 

Cwulatwe unrecognized (gamn)Aoss = ( 8 3 )  -t (A4) 

Amortization of (GWI)/EQSS 

1 10%comdor 

2 (Gam)/loss subject to amortizabon 
= Excess of unrecognized (gam)/loss over the 10% condor 

3 Future worbg lifehme to expected retirement 

4 homzat ion  of (gain)/loss = (B2) - (€33) 

ghlbit I 
(Revised) 

$1,005,100 

1,360,800 

3 55,700 

154,600 

5 10,300 

I 36,100 

374,200 

15 

24,900 

I 

f 

- 4 -  
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Exhibit IV 
(Revised) 

Jackson Purcbsse Energy Corporation 
Medical Insurance Plan 

Expected Funded Status As Of December 31,2006 

A Expected Accumulated Postrehrement Benefit Obligation 

1 Acbves Not Yet EliBble 
2 Actives Fully Eligble 
3 Retmes and Dependents 
4 TotalAPBO 

$(628,400) 
(1 91,700) 
1524,000) 

(1,344,100) 

B Expected Fair Value of Assets 0 

C FundedStatus (1,344,100) 

D Unrecogmzed Transihon Obligation 0 

E U n r e c o ~ e d  (Gam)/Loss 485,400 

F Unrecogruzed Pnor Semce Cost 34,400 

G (Accrued) Postretmtnent Benefit Cost (824,300) 

H Reconclllatlon of (Accrued) Postretuement Benefit Cost 

1 (Accrued) Postretirement Benefit Cost as of 

2 2006 Total SFAS 106 Expense 
3 Expected 2006 Pay-as-you-go 
4 (Accrued) Postretirement Benefit Cost as of 

January 1,2006 

December 3 1,2006 
OH 1 )+W)+c]H3) 

$(781,200) 
(186,100) 

1.63.000 

(824,300) 

The idonnabon shown above is based upon estmates of pay-as-you-go for FY 2006 and may be 
revised to reflect actual expenence In addluon, actuanal values have been d e t m n e d  based on 
the provlsions and assumptions as of January 1,2006 (descnbed in Exhiblts VI and W) and wl l  
need to be redetemned if plan changes are made dunng the year or if the assumptions are no 
longer appropnate as of December 3 1,2006 

I 

1 

- 5 -  
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Jackson Purchase nergy Corporation. 
Medical Insurance Plan 

I. One percentage point lncrease u1 health-care cost trend - 

APBO 

One Percent 
Current Increase in 

Ass~rmp~ons Trend ates @han.ae YO Change 

$1,3441 00 $1,465,600 $121,500 9 0% 

EPBO 1,840,900 2,089,900 249,000 13 5 

SFAS 106 Expense 126,300 141,800 15,500 123 
( S w c e  Cost + Interest Cost) 

9, Itstmated Future Benefit Payments - 
Benefit payments, which reflect expected future service, as appropnate, for each of the 
next five years and the total payments for years 6-10 (senefit Payments are m hture year 
doilars) 

2007 
2008 
2009 
2010 
201 1 
201 2-201 6 

Benefit Payments 

140,800 
149,400 
164,300 
136,400 
134,200 
4 13,200 

- 6 -  
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/ Exhibit V 

ackson Purchase Energy Corporation 
Medlcal Insurance Plan 

Pahtrcipant Data as of January 1,2006 

e 

- 'Ikotalls 

12 Actives filly ehgble for benefits 
Actwes not yet fully eligible 
for benefits - 59 

Total Active Partxipants 71 

Retrrees 
Dependents 
Suvlving spouses 

14 
0 
- 0 

14 Total Parhcipants in Payment Status 
1 

Disabled Part~cipants 1 

86 Total Partmpants 
a 

43 8 
12 6 

Average Age of Actrve Parttcipants 
Average Semce of Actrve Parhcipants 

I 
I 

-7- 



Me&cal Benefits 

Covered Group 

Eligtbility 

1 

B 

I 
I 

Pmod of Coverage 

urclhase Energy Corporation 

Postretrrement Valuation as of January I ,  2006 
Summary of Postretirement Benefits 

Eghibit VI 

Employees only Directors and attorneys are 
excluded 

Employees hired before January 1, 2006, who 
retrre with 30 years’ participabon un the NRECA 
RS program or at age 62 with 10 or more years 
s m c e  to JPEC wlll be elig~ble for a cooperatwe 
contnbution for postrebrement medical coverage 
(See Contnbutions) 

Employees hred before January 1, 2006, who 
retrre at age 55 or older, with 5 or more years’ 
accumulative servlce to JPEC, will be ehgible for a 
cooperative contnbution for postrebrement 
medical covaage (See Contnbutions) 

Ehnployees hired on or after January 1, 2006, who 
retire with 30 years’ padicipatlon in the 401(k) 
Plan or at age 62 wth 10 or more years 
accumulative s m c e  to JPEC will be e l i~b le  for a 
cooperative contnbubon for posrretnement 
medical coverage (See Contnbutrons) 

Employees hired on or after January 1, 2006, who 
retlre at age 55 or older, wth 5 or more years 
accumulatme semce to JPEC, will be elgble for a 
cooperative contnbubon for postretirement 
medical coverage (See Contnbuhon) 

hfetime 

- 8 -  
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Medical Benefits (cont'd) 

Dependent Coverage 

Spouse 

Ckldren 

Type of Plans 

Deductible 

Comsurance 

Annual Out-of-Packet Maxmum 

Lifetune M a m u m  

Medicare Integrabon 

Vision Benefits 

Medicare Part B Premiums 

Cost Contitlnment 

Lifetune for spouse of deceased retuee If spouse 
of a deceased retired employee rernames, the new 
spouse and any chlldren horn of hs marnage shall 
not be covered 

To age 19 (25 for students) 

NEEA-IBEW Welfare Trust Fund 

Medical - $500 md~wdual, $1,500 f m l y  
Prescnptlon Drugs - $100 mdlvldual 

PPO Network Prowder 90% of first $IS,OOO of 
UCR Charges, 100% thereafter 

Non-PPO Network Promder 75% of first $6,000 
of UCR Charges, 100% thereafter 

M e r  Deduchble $1,500 mdmdual, $3,000 farmly 

$1,000,000 

Carve-Out 

None 

Pad by rewee 

See the followng detaled schedule of benefits 

- 9 -  



Medical Benefits (cont' 

Contributions (cont'd) Employees hued before January 1, 2006, who 
rehre with 30 years' participation in the RS 
Program or at age 62 with 10 or more years 
accumulative semce to JPEC will be ehgble for 
100% of applicable prermwn for retvee mebcal 
for 10 years or untrt age 65, whchever occurs first 
Retlrees and ehgible dependents may rernam in the 
plan after age 65 at ther own expense 

Employees hired before January 1, 2006, who 
retne at age 55 or older, with 5 or more years 
accumulative service to JPEC, will be eligible for 
100% of appiicable prenuwn for retnee m d c a l  as 
schedule below or until age 65, whchever occurs 
first 

Years of 
Service 

5 
6 
7 
8 
9 

103. 

co-op 
Contnbuhon 

100% for 5 years 
100% for 6 years 
100% for 7 years 
100% for 8 years 
100% for 9 years 
100% for 10 years 

Retmes and ehg~ble dependents may remam in the 
plan after age 65 at theu: own expense 

Employees h e d  on or after January 1,2006, who 
retire wth 30 years' parbcipation in the 401(k) 
Plan or at age 62 with 10 or more years 
accumulative service to JPEC, will be eligble for 
100% of the prermurn ua effect at retirement for 
10 years or until age 65, whchever occurs first 
Retirees and eligble dependents may remain in the 
plan aRer age 65 at therr own expense 

- 10- 
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Medical Benefits (eont'd) 

Contribuhons (cont'd) 

Exhibit M 
(cont'd) 

Employees hed on or after January I, 2006, who 
retve at age 55 or older, wth 5 or more years 
accumulative service to JPEC, wll be eligble for a 
percent of tbe premium for retiree medical 
effect at rebrement accordmg to the schedule 
below or untd age 65, whchever occurs first 

Years of co-op 
Service 

5 
Contnbutlon 

50% for 5 years 
6 60% for 6 years 
7 70% for 7 years 
8 80% for 8 years 
9 90% for 9 years 

104- 100% for 10 years 

Retlrees and ehgble dependents may reman 111 the 
plan d e r  age 65 at theu own expense 

Surviving spouses may remain rn the retlree 
medical plan at thelr o m  expense 

Ir ental Benefits 

Type of Coverage 
I 

i 
I' 

I t  
Lde Insurance Benefits 

'I Director/Attomey 
il 
#I  Employee 

> 

None 

None 

25% of Basic Life Insurance m effect pnor to 
retxement (two Qmes salary) not greater than 
$20,000 Life lnsurance prermums fixed at 
retuement, f%ly pad for by the retxee 

$10,000 Baslc Life Insurance m effect pnor to 
retrrernent Retlred life rnswmce based on 25% of 
Basic Life Insurance, whch is currently paid by the 
cooperatwe 

- 11 - 



Jackson Purchase Energy Corporation 

Postretirement Valuation as of January 1,2006 
S m a r y  of Methodology and Assumptrons 

ernographic Assumphons 

Mortality 

Retuernent 

T e m a b o n  

Dependents of Future Retrrees 

Healthy lives - 1994 Umnsured Pensioners, 
separately for males and females 

Disabled lives - 1976 OASDI &sabled 
mortality rates 

Rates varylng by attained age are as follows 
for employees 

55-59 
60 
61 
62 
63 
64 
65 

66-69 
70 

- Rates 

10 0 
20 0 
45 0 
25 0 
30 0 
60 0 
25 0 

100 0 

6 5% 

Disabled employees are assumed to retlre at 
age 65 

Rates varylng by attajned age Sample rates 
are as follows 

20 
30 
40 
50 

Rate 
14 9% 
6 9  
2 8  
0 4  

On average, 85% of future male rehrees and 
50% of future female rebrees are assumed to 
have spouses covered by the retiree me&cal 
Plan 

- 12- 



emographne Assumptions (coaat’d) 

Coverage 

Discount Rate 

Health Care Cost Tren 
cooperatwe) 

Medcare Part B R m u m  

Average Per Capita Costs 

Exhibit WI 
(cont’d) 

It is assumed that 100% of future retred 
employees and thelr dependents eligible for 
a cooperative contnbution will participate m 
the retrree medxal plan Current retrees 
partmpatmg u1 thls program are assumed to 
cOntulUe theK parhcipahon wfh the current 
plan benefits 

5 75% 

(as specified by Annual Trend Rate 

1_1 Year 
2006 
2007 
2008 
2009 
2010 
201 1 
2012 
201 3 
201 4 
2015 

Mehcal 
0 0% 
0 0  
5 0  
5 0  
8 0  
75 
70 
65 
60 
5 5  

2016 and later 50 

- 13- 

Mehcare Part B premwns are pard m full by 
retirees and theu. covered dependents 
Therefore, these premums are not included in 
the valuanon 

Due to the pooling arrangement for deteminlng 
the IBEW premiums, premium amounts were 
used for startxng clams costs Annual premiums 
for the medwai and life insurance benefits for 
the twelve months begmung January 1, 2006 
are shown below 

EmDkwees rehred prior to 1/1/2002 

& 
Pre 62 $9,504 
62-65 4,752 

Retiree onlv/or Retiree and Spouse 

00 



Economc Assurnphons (cont’d) 

Average Per Capita Costs (cont’d) 

Admimstrahve expense 

ther Assumptions 

Substantive Plan 

Acauarrial cost Method 

Alternate hslamptrons 

Health Care Cost Trend 

Exhibit VI1 
(CQnt’d) 

Employees retired on or after 1/1/2002: 

i&g 
Pre 62 $9,504 
62-65 7,128 

Retiree onlv/or Retiree and Spouse 

Since premiums were used as starting per 
capita costs, no separate administrative 
expense was assumed 

The current programs were recowzed as the 
substantive plan For the purpose of thls 
valuation, I t  was assumed that the 
postretirement benefits plan was imtlated on 
January 1, 1998 covenng umon and non- 
union employees active as of January 1, 
1998 Should an admmistrator other than 
IBEW handle the medical plan, the 
cooperative contnbution may not include an 
mount for the dependents of the rehree or 
the retiree life insurance coverage of $2,500 

The projected u t  cre&t cost method as 
prescnbed under SFAS 106 

Annual Trend Rate 

Year 
2006 
2007 
2008 
2009 
2010 
201 1 
2012 
2013 

Medical 
10% 
1 0  
60 
60 
9 0  
8 5  
8 0  
7 5  

2014 70 
2015 6 5  
2016 and later 6 0  

I 

- 14- 
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FASB . l o 6  

c 6 

Using Statement No 87, Emplovas' Accounhnlr. for Pensions, as a model, on February 14, 1989 
the FASB issued an Exposure Draft (ED) of a proposed Statement of Fmmcial Accounbng 
Standards, EmDlovers' Acmuntine; For Postrebrement Benefits Other Than Pensions Followrng 
its issuance the FASB held pubhc heanags and redellberated the issues contamed 111 the ED The 
FASB reeleased the final standard VAS 106) in December 1990 

Tlxs Appenhx sumrnanzes the key requlrements contained in the statement and IS deslgned to 
provlde msight mto the reasomg b e h d  the FASB's promsions The final statement should be 
referenced for a complete descnpQon of the specific promsions W l e  the promions of FAS 106 
are wmlar to those used for accounting for pensions, there are a number of important &Eerences, 
mcludmg hfferent t m o l o g y ,  that reflect the dlfferent nature of pens~on and reluee health 
benefits 

The FASB's final standard applies to all nonpension benefits offered to retuees (e g , health care, 
hfe insurance, or other postretrement benefits) Other postemployment benefits such as severance 
pay or wage confmuation to disabled employees are not covered by FAS 106 The FASB has 
addressed the accountmg for these and other postemployment benefits by isscung on November 18, 
1992, Statement 112, Employers' Accountma for Postemdopent Benefits Thls overnew focuses 
on rettree health care benefits, ~II  general the most financially sipficant area covered by the 
statement 

Pay-as-you-go (pad or lncuned basis) and temmal accrual (accrue at retnement) approaches wl l  
no longer be acceptable The FASB believes that rehree health w e ,  life insurance, and other 
postretlrment benefits are forms of deferred compensation earned whle an employee works for the 
cornpany In its V J ~ W ,  the accrual for f h r e  benefits should take place d m g  an employee's 
workmg career (up to the full eligbihty date under the plan), not at the tune of retmment or after 
rehrement 

The FASB approach to measurement is focused on three groups 
retrees and dependents receivmg benefits, 
actwe employees fully ehgible for benefits, and 
active employees not yet fully elighle 



Costs would be fully accrued by the date the employee IS fully eligble to receive benefits under the 
terms o f  the plan (the "full elig~bihty date") In the FASB's view, the benefit is fully earned by the 
full eligbility date smce further s m c e  need not be rendered for the emploJee to receive additional 
benefits The full eligtbxhty date may be later than the date the employee 1s first eligble for benefits 
under the plan m situations where additrond non-trllwal benefits are based on such items as years of 
sewice, salary and age at retmment 

D OBLIGATION 

Zn d e h n g  the obligabon for postrebredkt benefits, the FASB has m m t w e d  a concept similar to 
the projected benefit obligation (PBO) under Statement No 87, but has introduced new and 
modfied terms designed specifically for postrebrement benefits -- the expected postretmment 
benefit obligation (EPBO) and the accumulared postrebrement benefit obhgatxon (APBO) 

- For retrrees and theu: dependents 
and acbve employees l l l y  ehgble to receive benefits, the actuarial present value of benefits 
expected to be pad after rehement wll  be included m the APBO, along with a proporhonate 
amount - based on employee servlce up to the measurement date -- for actwe employees not yet 
eligrble The components of the APBO (1 e ,  retlrees, active employees fuuy eltgble and actwe 
employees not yet fully eligble) wdl need to be dtsclosed HI the footnotes to the financial 
statements 

- The EPBO is the actuanal present 
value as of the measurement date of all benefits expected to be pad after retrrement to retlrees 
and therr dependents It includes the N B O  plus the actuanal present value of future sernce 
costs of actwe employees that have not yet reached the full ebgibillty date The APBO and 
B B O  are the same for retlrees and actwe eligbles The EPBO 1s not recorded or disclosed in 
the financial statements, but 1s referred to m the measurement process 

0 
Plan assets, as defined by the FIASB, will be offset agmst postretmnent benefit obhgations for 
balance sheet purposes In addbon, expected eanungs on plan assets serve to reduce the annual 
expense under accml accountmg 

Plan assets wll have to be segregated h m  the general assets of the plan sponsor and restncted 
(usually rn a trust) and rnmtaned exclusively to pay benefits under the plan Accordmgly, 
corporate-owned life i n s m c e  will not be considered a plan asset 

The qualifying assets should be rnwured at fan value at the measurement date for disclosure 
purposes or at f& value or market-related value (a smoothed value that considers fa r  value over a 
penod not to exceed five years) for detemuning the expected retum on assets 

Q 



A benefit/years-of-semce approach (1 e ,  the projected m t  crecht actuarial cost method) will be 
used to spread costs over acwunbng penods Because the Board found no compellmg reason to 
swtch &om the approach used in Statement No 87, it rejected the use of other actuanal 
approaches, mcludmg those under whch costs are spread as a percentage of pay 

Costs will generally be spread ratably from date-of-hrre [or credited s m c e  date if the plan grants 
me&t only from a later date) to the date the employee is fully ehgble for benefits under the retree 
health plan 

The Board, in rejectmg the concept of spreading costs over the entre service penod (I e , date of 
lure to the expected date of retirement), believes the balance sheet habihty would be understated at 
the fbll eligibility date because an employee could elect to retm wth fidl benefits after that date 

Obligations wll be measured using an explicit approach to assumpt~ons that reflects the employeis 
best e&mate of the plan's future expenence wth respect to each assumpbon, talang mto account 
only current actwe and rebred plan particputs 

The health care cost trend assumpbon should represent expected changes in the costs of health care 
benefits currently provided under the plan due to factors other than the demograpbc muc of the 
population The health care cost trend assumpbon is to be apphed to per capita costs to estunate 
expected plan costs in future years 

The &scount rate assumphon should reflect the tune value of money and employers could look to 
rates of return on hlgh-quality, fixed income mvestments currently avalable and expected to be 
avadable d m g  the p o d  the benefits are expected to be pad Other assumptions mclude 
dernographc assumptions simlar to those used for pensions (e g , turnover, mortality, retuement), 
and admmstratxve expenses, if sipficant 

Expected changes in the law can not be anhcipated m measunng obhgabons and expense 
Employers could assume fkture plan changes that mantam, ncrease or reduce the cost shanng 
promsions of the plan if certsun conbhons are met 



Accrued Liabihty 

Whle liabilihes are not r e c o p e d  under pay-as-you-go accountmg, under any type of accrual 
accounimg, a method of liabihty recoption IS needed Under the Statement, annualmpense wwld 
he computed first, the accrued hablllty reported m the balance sheet would then reflect the 
d f f m c e  between cmulahve expense and amounts pmd (or fimded) 

The oblig&on at the date the statement is adopted (the "transition obhgation") will be based on the 
APBO at that date, less my plan assets and accrued liabilities on the company's balance sheet 
Employers may then elect to r e c o p e  t h ~ s  obhgation (or asset) in the financial statements 
immediately or on a delayed basis 

An employer that elects immediate recogrubon must do so on the date the standard is adopted by 
recogruzrng the tramtlon obbgation (asset) through the income statement as a cmulahve catch-up 
adjustment Under &IS approach, future years' income will not be reduced by the amorhzahon of 
the transihon obligabon but there w11 be a potentially large negative impact on the current year's 
results of opmtlons 

If an employer elects delayed recogmtion, the transibon obhgahon will be amortized to expense 
over future years on a stmght-hne basis over the average remarung years o f  s m c e  (through 
expected date of r&rement) of active employees expected to recave a benefit However, a 
company could elect to use 20 years if the computeel penod of amorbzatron IS less than 20 years 

Components ofE 

The f b d  standard will reqrure that an employeis postretmnent benefit expense include a number 
of components In general terms, these components are 

Servlce cost - The increase in the APBO attnbutable to employee service for the penod 
calculated usng the begmmng-of-the-year ciscount rate and the required attnbution method 

Interest cost - The increase in the APBO attributable to the passage of time It is calculated by 
applyng the begmng-of-the-year discount rate to the begmmng-of-the-year APBO, adjusted 
for benefit payments to be made dunng the penod 

Expected return on plan assets - For hnded plans, the expected earmngs rate applied to the 
market-related value of the plan's assets, adjusted for contnbuhons and benefit payments to be 
made d u n g  the penod Although the statement specifies the actual retum on plan assets as a 
component of postretirement benefit cost, the dfference between the actual and expected return 
on plan assets must be accounted for as a gam or loss The net result of these pmwsions IS that 
the expected return on plan assets is used to calculate postrehrment benefit costs for the penod 



/ 

Prior servtce cost - The amortrzabon of retroacbve benefits resulting from plan amendments 
andor plan imtiabon that take place after the statement IS adopted These costs are generally 
amort~zed over the remaning s m c e  penods (to full eligibility date) of actwe employees not yet 
fully ehgble for benefits 

Gains and losses - The amorhzation of the unrecopzed net gam or loss from previous penods 
The mmmum amount of amorhzation wll be based on the ''corndor approach" whereby a 

company only amortizes the p o ~ o n  of accumulated gam and losses that exceed a p r m b e d  
Iunit (10% of the greater of APBO or the market-related value of plan assets) 

Amolrbzabon of the transttm obhpation - I)lscussed premously 

The Board proposes an extensive set of d~sclosures for defined postretmment benefit plans smlar 
to those required for pensions under statement No 87 - a descnption of the plan, components of 
expense, b d e d  status reconcihatton, etc In add~tion compmes will be required to disclose 

Tnforrnation on the assumed health care cost trend rate 

The effect on the AlPBO and the service cost and interest cost components of net penodic cost of 
a one percentage point mcrease in the cost trend rate 

Components of MBO 

The statement wll be effective for fiscal years beginrung after December 15, 1992 (1 e ,  accrual 
accountmg should begm no later than the first quarter of fiscal 1993) Small nonpublic employers 
(under 500 partlcipants) and foreign plans wdl have mtd the first quarter of fiscal 1995 to adopt the 
statement Earlier adopt~on is encouraged by the FASB 
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Accrual accountnng 
A method of accomtmg for rebree benefits where the costs are recowzed when earned by 
employees d w g  thelr w o r h g  lifetunes rather than after retrrement when the benefits are 
actually pad 

Accrued habdity 
Liability representing the difference between the cumulahve expense and amounts funded or 
pad by the employer 

osbetvement Benefit Olbiagation (APBQ) 
The actuarial present value of benefits expected to be pad after retrrement that can be attributed 
to past s m c e  up to a particular date 

Any actwe employee who has rendered semce dunng the crdted semce p o d  and IS expected 
to rwe-lve benefits, mcludmg benefits to or for any beneficlanes and covered dependents, under 
the postretmment benefit plan Also refa to Plan partmeigalmt. 

AeBPaand present VB 
See "present value" 

The process of reducmg a recogntzed asset systematrcally by recogruang expenses or costs In 
accountrng for QPPBs, amortrzaoon refa to the systemahc recophon in annual expense of 
premously unrecogn~zed amounts, including mcogruzed pnor s m c e  cost, unrecogruzed net 
gam or loss, and any unrecognrzed tramahon obligation or asset 

Estmates of the occurrence of future events affecting postretrrement benefit costs, such as 
turnover, retirement age, mortality, dependency status, per capita clams costs by age, health care 
cost trend rates, levels of Medmre and other health care providers' reunbursernent, and dscount 
rates to reflect the time value of money 

A techque for assigrung postretmnent benefit cost to penods of employee semce 

aselmne cost 
Current annual per-capita benefit plan costs 

I 



Benefit formula 
The basis for determmng benefits to whlch participants may be ent~tled under a postretuement 
benefit plan A plan's benefit formula specifies the years of service to be rendered, age to be 
attamed wlule 111 service, or a combmation of both that must be met for an employee to be 
eligble to receive benefits under the plan A plan's benefit formula may also defvle the 
beguuung of the crdted service penod and the benefits earned for speafic penods of senrtce 

Carve-out method 
A method of tntegratmg wth Medmre benefits where the plan benefit is calculated ignomg 
MeQcare, and then any Med~care benefit is subtracted, or "carved out" to arrive at the net 
benefit 

COB (cooabaQon of benefits) 
A general term refemng to mtegrabon of plan benefits with those pad from other sources 
(spouses' plans, other plans or Medxare) Not to be confused wth the "COB method" of 
Medxcare mtepbon 

A method of integratmg wth Medicare benefits where the plan pays the difference between the 
clam amount and the Mehcare benefit, up to the amount it would pay wlthout Me&care 

ContPlbutory plana 
A plan under wluch retlrees or achve employees contnbute part of the cost In some contributory 
plans, retrrees or actrve employees wshng to be covered must contnbute, m other contnbutory 
plans, p&apants' contnbutions result in mcreased benefits 

Cost-shsamg (provxsions of the plan) 
The prowsions of the postrettrement benefit plan that descnbe how the costs of the covered 
benefits are to be shared between the employer and the plan partrapants Cost-shmg 
prowsions desnbe retred and active plan participants' contnbutions toward then postrebrmmt 
health care benefits, deductrbles, wmurance, out-of-pocket lmutabons on participant costs, caps 
on employer costs, and so forth 

Credited semce period 
Employee s m c e  penod for whch benefits are earned pursuant to the terms of the plan The 
begmnmg of the creckted s m c e  penod may be the date of hue or a later date For example, a 
plan may provide benefits only for s m c e  rendered &er a specified age Servlce beyond the end 
of the crdted s m c e  penod does not earn any additional benefits under the plan Also refer to 



Lscount rate 
The rate used to reflect the tune value of money For OPJBs, the Qscount rate is usually an 
expected return on lugh-quality, fixed income investments that wll mature over appromtely 
the same penods as expected benefit payments 

Employers' Accountmg for Postsefirement Benefits Other 
See FAS 106 

Exclusion method 
A method of integratmg wth Medicare benefits where the Medicare benefit is subtracted, or 
"excluded," from the total clam amount before the plan deduchble and coinsurance is applied to 
d e t m n e  the net benefit 

Expected PostreQrement enefit ObBgabon (EP 
The actuanal present value of all benefits expected to be pad after rehrement, incluhg both 
past and future service 

Expense 
Net ptmodtc postretrrement benefit cost lncludes 

Segvlee cost - the hability for the current year o f  employee s m c e  (mmlar to a "normal 
cat"  for pension plans), 

Interest cost - the accrual of lnterest on the 

hol.8azatiora of Pransmtmn obhgahon - systematic recogmhon of the past s m c e  
laabihty (less any plan assets) at the time of implementat~on of acerudl accounting, 

0 due to the passage of t m e ,  

of gams and losses and pnor semce costs - not applicable in the year of 
mplernentahon, and 

Eammgs on assets (if my), 

Statement of Fmancial Accountmg Standards No 106, Employers' Accountmg for 
Postretrement Benefits Other Than Pensions, issued by the F m c i a l  Accounting Standards 
Board xi December 1990 

n eligibhty (for bemefib) 
The status of an employee hamng reached the employee's 111 ehgibilrty date Full 
ebg~btlity for benefits is achieved by rneetmg specified age, semce, or age and s m c e  
rqumments of the postretmment h e f i t  plan Also refer to Full ellgiblnity date 
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The date at whrch an employee has rendered all of the servrce necessary to have w e d  the 
nght to receive all of the benefits expected to be received by that employee (mcluding any 
beneficiaries and dependents expected to receive benefits) Determlnatron of the full 
eligbility date IS affi=cted by pIan terms that provide incremental benefits expected to be 
received by or on behalf of an employee for adcl&onal y m  of servlce, unless those 
incremental benefits are tnvial Detemnation of the fidl eligrbility date IS not affected by 
plan terms that define when benefit payments commence or by an employee's current 
dependency status 

Fundug pdicy 
The program regardmg the amounts and trmng of contnbubons by the employer(s), plan 
participants, arid any other sources to prowde the benefits a postretuement benefit plan 
specifies 

An actumal techmque of "smoothmg" progressions of numbas m order to reduce 
fluctuations due to irregulanbes in the observed data. 

An assumption about &hue changes in the cost of health care benefits currently promded by 
the plan due to factors other than "agmg" of the plan participants These factors mclude 
health care inflabon, changes m utllizat~on, technologmd advances, changes in regulatory 
reqwrements, and Medicare cost sluflmg 

~ l ~ p l ~ ~ ~ ~ ~ y ~ ~  plm 
A postretwmmt benefit plan mantamed by more than one employer but not treated as a 
mulhemployer plan Mul~plsemployer plans are generally not collect~vely bargained and 
are mtended to allow parhcipahng employers, commonly in the same industry, to pool thar 
plan assets €or mvestment purposes and to reduce the cost of plan abmstrabon A 
mulbple-employer plan m m t w  separate accounts for each employer so that contnbubons 
prowde benefits only for employees of the contnbutmg employa Multiple-employer plans 
may have features that allow parhcipatmg employers to have mfferent benefit formulas, 
wth the employer's contributions to the plan based on the benefit formula selected by the 
employer 

er Postrebrement Benefit) 
An acronym wluch refers to postretlrement benefits other than pensions These benefits may 
be defined m tenns of specified benefits, such as health care, tuJtion assistance or legal 
smces ,  that are provided to retirees are the need for the benefit anses, or they may be 
defined in terms of monetary amounts that become payable on the occurrence of a specified 
event, such as hfe insurance benefits 
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Past service hability 
The APBO 

Pay-as-you-go accounbng 
A method of accountmg for retlree benefits where the COStS are recogiuzed when the 
benefits are pad to the r e m  (also known as cash accountmg) 

Any employee or former employee who has rendered s m c e  m he crehted servlce penod 
and IS expected to receive employer-provlded benefits under the postretument benefit plan, 
mclwhg benefit to or for any beneficianes and covered dependents Also refer to Amve 
plan pamapant 

resent value 
The value o f  future amounts dscounted back to today’s dollars 

The attnbutron method specified by FAS 106 

Redlsees 
Collecbvely, that group of plan parhcipants that mcludes rebed employees, thelr 
beneficianes, and covered dependents 

SubStara~vO! plan 
An employee benefit plan descnption wbch reflects both the wntten plan and the 
employer‘s past prac~ces that are expected to continue into the hture The substantwe plan 
(rather than the wntten plan) is the basis for accountmg for postrebrement benefits under 
FAS 106 

Trans 
reduced by any plan assets and balance sheet accruals, at the date FA$ 106 

adopted 
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Witness: Chuck Williamson 

Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Account 426.100 - Other Income Deductions 
December 31,2006 

I tern 
(a) 

Amount 
(b) 

1 Donations 1,000.00 

2 Civic activities 

3 Political activities 

4 Other 

5 Total 

424.07 

1,424.07 



10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 

27 
28 

Date - 
02/03/06 
02/10/06 
02/10/06 
02/10/06 
03/03/06 
0311 0106 
0311 7/06 
03/24/06 
03/31/06 
04/07/06 
0411 4/06 
09/30/06 

Exhibit G 
Schedule 10 

page 2 of 2 
Witness: Chuck Williamson 

Jackson Purchase Energy Corporation 
Case No. 2007-001 16 
December 31,2006 

Check /Ref. 
No. Name Amount - 

150363 
150405 
150404 
150421 
150676 
150750 
150783 
150865 
150943 
151 007 
151 095 

Ballard Memorial High School 
Heath High School 
Livingston Central 
Reidland High School 
Paducah Tilghman High School 
Lone Oak High School 
St. Mary High School 
Community Christian Academy 
Carlisle Co. High School 
Graves Co. High School 
Marshall County High School 

JE#67 CFC 
Grand Total 

100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
50.00 
50.00 

100.00 
100.00 
100.00 

X 
X 
X 
X 
X 

X 
X 
X 

X 
X 
X 

424.07 x 
1,424.07 

Excluded for rate making 1,424.07 

Descrbtion 

Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 
Project Graduation 

Integrity Fund Contribution 





1 
2 
n 
i) 

4 
5 

6 

7 

8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 

Exhibit G 
Schedule 11 
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Witness: Chuck Williamson 

Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Rate Case Expenses 
December 31.2006 

Estimated rate case costs: 

Attorney 
Consulting 
Advertising 
Supplies and miscellaneous 

Total 

Number of years 

Adjustment 

$ 12,000 
5,000 
5,000 
2,000 

24,000 

3 

24 

25 In-house labor was not included in the above adjustment as the labor would be incurred in other 
26 accounts. 

28 This amount is substantially less than other rate requests filed before this commission. 
29 
30 
31 
32 
33 
34 
35 

27 
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Witness: Chuck Williamson 

1 Jackson Purchase Energy Corporation 
2 Case No. 2007-001 16 
3 Adjustment for Miscellaneous Expenses 
4 December 31,2006 
5 
6 
7 
8 Certain advertising expenses are disallowed for rate making purposes that are not for safety, 
9 conservation, information, or the annual meeting. These have been removed from accounts 
i o  91 3.000 thru 91 3.620, Advertising Expenses. 
11 
12 There are also expenses in account 926.200, Other Employee Pensions & Benefits, that are excluded 
13 for rate making purposes such as employee meals, gifts, flowers for deaths in families and 
14 employee illness, employee memberships in civic organizations, and tuition reimbursement. 
15 
16 There are Miscellaneous General Expenses that are also disallowed for rate making 
17 purposes are youth tour, scholarships, memberships in civic organizations, giveaways and 
18 sponsorship of sports, civic, and charitable related organizations. 
19 
20 
21 The amounts removed for rate making purposes is as follows: 
22 
23 
24 Account 91 3.000 Advertising Expenses 
25 Account 913.400 Sales & Promo Exp - Miscellaneous 
26 
27 Account 91 3.420 Sales & Promo Ex - Newspaper 
28 Account 913.430 Sales & Promo Exp - TV 
29 Account 913.450 Sales & Promo Exp - Bs. Directory 
30 Account 91 3.600 Sales & Promo Exp - Print/Misc. 
31 
32 Account 926.200 Other Employee Pensions & Benefits 
33 Account 930.200 General Advertising Expenses 
34 Account 930.220 Annual Meeting Expenses 
35 Account 930.224 Annual Meeting Exp - Advertising 
36 Account 930.226 Annual Meeting Exp - Prizes 
37 Account 930.230 Annual Meeting Exp - Printing 
38 
39 

40 
41 
42 

Account 91 3.41 0 Sales & Promo Media Exp - Newspaper 

Account 91 3.620 Sales & Promo Exp - Print/ Newsletter 

(23,287.52) 
18,811.05 
12,885.33 
28,996.25 

633.00 

29,176.69 
82,163.27 
(6,966.69) 
10,244.29 

152.655.67 
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Line 
No. Item 

(a) 

2 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
I 9  
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Charged Charged Charged 

Expense Zonstructior Accounts Accrued Paid 
to to to Other Amounts Amount 

(b) (c ) (d) (e) (fl 

Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Analysis of Other Operating Taxes 
December 31,2006 

1 Kentucky Retail: 
(a) State Income 
(b) Franchise Fees 

(d) Payroll (Employer's Portion) 207,909 110,678 26,570 345,157 344,918 
(e) Other Taxes 41,657 41,657 41,657 

(c ) Ad Valorem 592,331 - 592,331 554,361 

2 Total Retail 
(Ll(a) through (Ll(e)) - 841,897 110,678 26,570 979,145 940,936 

3 Other Jursidictions - - 
Total Per Books (L2 and L3) 841,897 11 0,678 26,570 979,145 940,936 

Allocation of property taxes for the test year: 

Account Test 

583.000 Overhead Line Expenses 197,444 33.33% $ 14,439 
593.000 Maintenance of Overhead Lines 197,444 33.33% 14,439 
921 .OOO Office Supplies & Expenses 197,443 33.33% - 14,439 1 5 9 2 , 3 3 1 )  $ 43,317 

NO. Description Year Percent Adjustment 



2006 
Taxes 
Paid 

2005 
Tax 

Assessmen Rate 

1 
2 
3 
4 
5 
6 
7 
8 
9 Taxing District 
i o  Ballard County: 

Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Property Taxes 
December 31,2006 

Paid I In Taxes I 
652.86 2.18 

1,744.53 31.27 
107.03 6.56 
114.16 (0.57) 
53.51 3.29 

11,048.41 (5.63) 
25,727.02 (13.10) 

1,578.34 (0.80) 
1,630.96 (53.42) 

0.00 (852.53) 

1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
5'7 
58 
59 
60 
61 
62 
63 

Real Estate - County 
Real Estate - School 
Real Estate - Health 
Real Estale - Extension 
Real Estate - Conservation 
Tangible - County 
Tangible - School 
Tangible - Health 
Tangible - Extension 
Discount for early paymenl 

X 
X 

X 

X 

X 

X 

X 
X 
X 
X 

378,636 
378,636 
378,636 
378,636 
378,636 

5,258,469 
5,258,469 
5,258,469 
5,258,469 

17.30 
46.90 
3.00 
3.00 
1.50 
0.21 

48.90 
3.00 
3.00 

655.04 
1,775.80 

1 13.59 
113.59 
56.80 

11,042.78 
25,713.92 

1,577.54 
1,577.54 
(852.53) 

356,754 
356,754 
356,754 
356,754 
356,754 

5,261,149 
5,261'1 49 
5,261 ,I 49 
5,261,149 

18.30 
48.90 
3.00 
3.20 
1.50 

48.90 
48.90 
3.00 
3.10 

Carlisle County: 
Real Estate - County 
Real Estate - School 
Real Estate - Heallh 
Real Estate - Extension 
Real Estate - Ambulance 
Real Estate - Soil &Water 
Tangible - County 
Tangible - School 
Tangible - Health 
Tangible - Extension 
Tangible - Ambulance 

Graves County: 
Real Estate - County 
Real Estate - School 
Real Estate - Library 
Real Estate - Health 
Real Estate - JU Kevil 
Tangible ~ County 
Tanglble ~ School 
Tangible - Library 
Tangible - Health 
Tangible - JU Kevil 

63,926 
63,926 
63,926 
63,926 
63,926 
63,926 

696,584 
696,584 
696,584 
696,584 
696,584 

14.60 
39.00 
3.20 
5.60 
7.00 
1.80 

14.60 
39.00 
3.20 
8.10 
7.00 

93.33 
249.31 
20.46 
35.80 
44.75 
11.51 

1,017.01 
2,716.67 

222.91 
564.23 
487.61 

60,842 
60,842 
60,842 
60,842 
60,842 
60,842 

669,646 
669,646 
699,646 
699,646 
699,646 

14.00 
37.20 
3.20 
5.30 
6.70 
1.80 

14.00 
37.20 
3.20 
7.49 
6.70 

85.18 8.15 
226.33 22.98 

19.47 0.99 
32.25 3.55 
40.76 3.99 
10.95 0.56 

979.50 37.51 
2,602.69 113.98 

223.89 (0.98) 
524.03 40.20 
468.76 18.85 

X 
X 
X 
X 

X 

X 

X 

X 

X 
X 

X 

304,900 
304,900 
304,900 
304,900 
304,900 

3,214,428 
3,214,428 
3,214,428 
3,214,428 
3,214,428 

9.10 
35.50 
4.30 
3.50 
2.10 

10.50 
35.90 
7.67 
3.50 
2.10 

286,'135 
286,135 
286,135 
286,135 
286,135 

3,208,260 
3,208,260 
3,208,260 
3,208,260 
3,208,260 

X 

X 
X 
X 
X 
X 

X 
X 

X 

X 

277.46 
1,082.40 

131.11 
106.72 
64.03 

3,375.15 
11,539.78 
2,465.47 
1,125.05 

675.03 

8.90 
34.10 
4.00 
3.50 
2.10 

10.50 
34.20 
5.52 
3.50 
2.10 

254.66 22.80 
975.72 106.68 
114.45 16.66 
100.15 6.57 
60.09 3.94 

3,368.67 6.48 
10,972.26 567.52 
1,770.96 694.51 
1,122.89 2.16 

673.73 1.30 

Livingston County: 
Real Estate - County X 

Real Estate - School X 
Real Estate - Health X 

Real Estate - Extension X 

Real Estate - Soil Conservation x 
Real Estate - Ledbetter Fire Distri x 
Real Eslate Grand Lakes Fire X 
Real Estate - Burna Fire 
Tangible - County X 
Tangible - School X 

Tangible - Health X 

Tangible - Extension X 

Tangible - Grand Lakes Fire 
Tangible - Buma Fire X 

X 

Tangible - Ledbetter Fire District x 
X 

785,271 
785,271 
785,271 
785,271 
785,271 
122,137 
260,780 
163,690 

9,182,994 
9,182,994 
9,182,994 
9,182,994 

138,517 
3,187,725 
1,939,353 

11.90 
37.80 
2.00 
4.60 
1.54 
7.20 

10.00 
10.00 
17.90 
37.80 
2.00 
7.14 
6.57 
9.62 

10.00 

934.47 
2,968.32 

157.05 
361.22 
120.93 
87.94 

260.78 
163.69 

16,437.56 
34,711.73 

1,836.60 
6,556.66 

91 -01 
3,066.59 
1,939.35 

738,990 
738,990 
738,990 
738,990 
738,990 
106,345 
243,308 
169,502 

8,585,029 
8,585,029 
8,585,029 
8,585,029 
1,258,427 
2,931,474 
2,039,948 

11.90 
37.60 
2.00 
4.60 
1.50 
7.20 

10.00 
10.00 
17.90 
37.60 
2.00 
7.14 
9.66 

10.00 
10.00 

879.40 55.07 
2,778.60 189.72 

147.80 9.25 
339.94 21.28 
110.85 10.08 
76.57 11.37 

243.31 17.47 
169.50 (5.81) 

15,367.20 1,070.36 
32,279.70 2,432.03 

1,717.01 119.59 
6,129.71 426.95 
1,215.64 (1,124.63) 
2,931.47 135.12 
2,039.95 (100.60) 



1 
2 
3 
4 
5 
6 
7 
8 
9 Taxing District 
64 Marshall County: 

Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Property Taxes 
December 31,2006 

65 Real Estate County 
66 Real Estate - School 
67 Real Estate - Health 
68 Real Estate - Library 
69 Real Estate - Hospilal 
70 Real Estate - Extension 
71 
72 
73 
74 
75 
76 Tangible - County 
77 Tangible - School 
78 Tangible - Heallh 
79 Tangible - Library 
80 Tangible - Hospital 
81 Tangible - Extensian 
82 Tangible - Refuse District 
83 
84 
85 Tangible - BBurglDratfenville FD 

87 McCracken County: 
88 Real Estate - Counly 
89 Real Estate - School 
90 
91 Real Estate - Health 
92 
93 
94 
95 
96 
97 
98 
99 
loo 
101 Tangible - County 
102 Tangible - School 
in3 
104 Tangible - Health 
105 Tangible - Mental Health 
106 Tangible - Reidland Fire 
107 Tangible - Hendron Fire 
108 Tangible -West McCracken Fire 
109 Tangible Concord Fire 
110 Tangible - Lone Oak Fire 
1 1  1 Tangible - Melber Fire 
112 Tangible - County Coop Ext Service 
113 Tangible - Public Library 

115 Commonwealth of Kentucky 

117 Pltney Bowes (pass thru on postage machine) 

Real Estate - Soil Conservation 
Real Estate - Refuse District 
Real Estate - Gilbertsville Fire District 
Real Estate - Possum TroVSharpe FD 
Real Estate - BBurglDraff enville FD 

Tangible - Gilbertsville Fire Districl 
Tangible - Possum TroVSharpe FD 

86 

Real Estate - Paducah Junior College 

Real Estate - Mental Health 
Real Estate - Reidland Fire 
Real Estate - Hendron Fire 
Real Eslate - West McCracken Fire 
Real Estale - Concord Fire 
Real Estate - Lone Oak Fire 
Real Estate - Melber Fire 
Real Estate - County Coop Ext Service 
Real Estate - Public Library 

Tangible - Paducah Junior College 

114 

116 

2005 I Increase I F- ,.Paid jhsersment Rate 1 Paid I in Taxes I 
698,302 
698,302 
698,302 
698,302 
698,302 
698,302 
698,302 
573,459 
29,926 

323,917 
137,350 

4,833,193 
4,833,193 
4,833,193 
4,833,193 
4,833,193 
4,833,193 
3,966,012 

246,411 
2,013,212 
1,027,721 

2,599,495 
1,576,919 
1,576,919 
2,599,495 
2,599,495 

288,939 
162,009 
205,270 
357,762 
202,501 
20,081 

2,599,495 
2,599,495 

17,395,358 
12,141,863 
12,141,863 
17,395,358 
17,395,358 
2,098,945 
1,295,417 
1,600,541 
2,505,052 
1,563,622 

162,877 
17,395,358 
17,395,358 

10.30 
33.60 
8.00 
9.00 
3.80 
1 .80 
0.50 
9.80 
7.50 
6.80 

10.00 
13.40 
33.60 
8.00 

20.00 
4.30 
2.26 
9.80 
7.50 
6.80 

10.00 

10.40 
43.30 
2.20 
2.40 
0.90 
7.60 
6.10 
6.10 
6.20 
4.20 
5.60 
0.60 
5.10 

11.36 
43.30 
2.20 
2.40 
0.90 
7.60 
6.10 
6.10 
6.20 
6.66 
5.60 
1.50 
6.66 

719.25 
2,346.29 

558.64 
628.47 
265.35 
125.69 
34.92 

56 1.99 
22.44 

220.26 
137.35 

6,476.48 
i6,239.53 
3,866.55 
9,666.39 
2,078.27 
1,092.30 
3,886.69 

184.81 
1,368.98 
1,027.72 

2,703.47 
6,828.06 

346.92 
623.88 
233.95 
219.59 
98.83 

125.21 
221.81 

85.05 
11.25 

155.97 
1,325.74 

19,761.13 
52,574.27 
2,671.21 
4,174.89 
1,565.58 
1,595.20 

790.20 
976.33 

1,553.13 
1,041.37 

91.21 
2,609.30 

11,585.31 

658,241 
658,241 
658,241 
658,241 
658,241 
658,241 
658,241 
543,957 

26,069 
225,744 
126,843 

4,310,981 
4,310,981 
4,310,981 
4,310,981 
4,310,981 
4,310,981 
3,541,008 

204,456 
1,770,504 

895,040 

2,509,128 
1,472,729 
1,472,729 
2,509,128 
2,509,128 

268,262 
149,867 
191,395 
277,697 
193,691 
21,658 

2,509,128 
2,509,128 

15,834,780 
11,922,831 
11,922,831 
15,834,780 
15,834,780 
2,040,966 
1,264,946 
1,572,547 
1,961,097 
1,576,865 

185,640 
15,834,780 
15,834,780 

10.30 
33.30 

8.00 
7.40 
3.80 
1 B O  
0.50 
9.80 
7.50 
6.80 

10.00 
13.40 
33.30 
8.00 

18.39 
4.30 
1 .a0 
9.80 
7.50 
6.80 

10.00 

10.80 
43.30 
2.20 
2.40 
0.90 
7.80 
6.10 
6.40 
6.60 
4.20 
5.90 
0.60 
5.00 

12.08 
43.30 
2.20 
2.40 
0.90 
8.25 
6.10 
6.40 
6.60 
7.33 
5.90 
1.50 
6.69 

677.99 
2,191.94 

526.59 
487.10 
250.1 3 
11 8.48 
32.91 

533.08 
19.55 

153.51 
126.84 

5,776.71 
14,355.57 

7,927.89 
1,853.72 

775.98 
3,470.19 

153.34 
1,203.94 

895.04 

3,448.78 

2,709.86 
6,376.92 

324.00 
602.19 
225.82 
209.24 

91.42 
122.49 
183.28 
81 “35 
12.78 

150.55 
1,254.56 

19,128.41 
51,625.86 
2,623.02 
3,800.35 
1,425.13 
1,683.80 

771 6 2  
1,006.43 
1,294.32 
1,155.84 

109.53 
2,375.22 

10,593.47 

41.26 
154.35 
32.05 

141.37 
15.22 
7.21 
2.01 

28.91 
2.89 

66.75 
10.51 

699.77 
1,883.96 

41 7.77 
1,738.50 

224.55 
31 6.32 
416.50 
31.47 

165.04 
132.68 

(6.39) 
451.14 

22.92 
21.69 
8.13 

10.35 
7.41 
2.72 

38.53 
3.70 

5.42 
71.18 

632.72 
948.41 
48.19 

374.54 
140.45 
(88.60) 
18.58 

(30.10) 
258.81 
(1 14.47) 
(18.32) 
234.08 
991.84 

(1.53) 

216,486.59 207,439.58 9,047.01 

2,179 53.60 0.00 53.60 



1 
2 
3 
4 
5 
6 
7 
8 
9 Taxing District 
118 
119 City of Wickliffe 
120 
121 City of LaCenter 
122 Real Eslate 
123 Tangible 

125 City of Grand Rivers 
126 Real Estate 
127 Tangible 
128 
129 City of Kevil 
130 Real Eslate 
131 Tangible 
132 Early Pay Discount 

134 City of Paducah 
135 Real Estate - City 
136 Real Estate - School 
137 
138 Tangible - City 
139 Tangible - School 
140 

142 City of Srnithland 
143 Real Estate 
144 Tangible 

146 Property Tax on Vehicles 

124 

133 

Real Estate - Paducah Junior College 

Tangible - Paducah Junior College 
141 

145 

147 
148 
149 Totals 
150 
151 
152 
153 

2006 
Taxes- 
Paid 

2005 Increase I 
Taxes (Decrease) 

Assessmen Paid in Taxes ] 

444 48.90 2.17 280 48.90 1.37 0.80 
6,534 46.90 31 "95 4,377 48.90 21.40 10.55 

25,887 75.00 194.15 18,669 75.00 140.02 54.13 
321,306 75.00 2,409.80 188,319 75.00 1,412.39 997.41 

1,036 29.70 3.08 979 29.70 2.91 0.17 

(0.96) 0.96 
15,246 29.70 45.28 15,318 29.70 45.49 (0.21) 

1,022,576 27.50 2,812.08 1,036,399 30.00 3,109.20 (297.12) 
1,022,576 62.80 6,421.78 1,036,399 63.10 6,539.68 (1 17.90) 
1,022,576 1.90 194.29 1,036,399 2.00 207.28 (12.99) 
5,253,495 39.00 20,488.63 3,911,949 39.00 15,256.60 5,232.03 
5,253,495 63.50 33,359.69 3,911,949 63.10 24,684.40 8,675.29 
5,253,495 1 .go 998.1 6 3'91 1,949 2.00 782.39 215.77 

10,835 3.53 38.25 17,742 3.53 62.62 (24.37) 
134,741 2.66 358.41 220,976 2.66 587.79 (229.38) 

18,400.19 13,313.95 5,086.24 

$ 604,964 !6 561,647 $43,317 
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Board Title 

Vice-Chair 

Secretarymreasurer 

Chair 

Associated Orclanizations 

Big Rivers Representative 

Board Member 

1 

2 

3 

4 

5 

6 

7 Name and Address 

8 

9 LeeBearden 

i o  21 1 Green Oaks Lane 

1 1  Benton, KY 42025 

12 

13 Wayne Ellliott 

14 6725 New Hope Church Rd. 

15 Paducah,KY 42001 

16 

17 Gary L. Joiner 

18 994 US 60 West 

19 Smithland, KY 42081 

20 

21 Jack S. Marshall 

22 

23 Paducah,KY 42003 

6905 Old Calvert City Rd. 

24 

25 Bobby W. Ross 

26 9237 Wickliffe Rd. 

27 Wickliffe, KY 42087 

28 

29 Glenn Spear 

30 3709 Metropolis Lake Rd 

31 West Paducah, KY 42086 

32 

33 John H. Walker KAEC Representative 

34 36Gray Rd. Board Member 

35 Lacenter, KY 42056 

36 

37 Directors are compensated $200 for attendance at each regular meeting, special meeting, or committee 

38 meeting for the board of directors. In addition, Directors who represent the cooperative at other meetings 

39 on official business such as seminars, conferences, or cooperative related activities are compensated at 

40 $200 for attendance on the business session days. Fees are paid for travel to in-state and out-of-state 

41 meetings at $125 per day up to maximum of 2 days travel each way. Directors are reimbursed for all 

42 actual expenses incurred for meetings attended on behalf of the cooperative. Directors serving on the Big 

43 Rivers Board are not remunerated for their services by the cooperative. Expenses of directors' 

44 spouses are not paid for by the cooperative. 

45 

46 
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POLICY NO. 900-3 
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DWCTOR’S COMPENSATION POLICY 

I. OBJECTIVE 

As established in the Bylaws of the Jackson Purchase Electric Cooperative 
Corporation, a Board of Directors is elected by the membership of the cooperative. 
The board is charged with the responsibility of conducting the business and affairs 
of the cooperative towards the major objective of hrnishing electrical power and 
energy to its members at the lowest cost consistent with sound and good 
management. 

In the course of pursuing this objective, it is recognized that individual directors 
must give of their time and effort to cany aut the assigned responsibilities of their 
office for which they cannot receive any salary but may receive a fixed sum for 
meeting attendance as set forth in the bylaws of the cooperative. It is recognized 
that just compensation should be paid to these individuals so that they will be able 
to perform their duties of office without sustaining a loss of their personal business 
and affairs. Therefore, this policy has been adopted to partially defray the 
directors’ personal expenses and to partially compensate for their time, effort and 
ability which is utilized toward the achieving of the major objective as stated 
above. The board will review this policy at least every two (2) years. 

TI. POLICY 

A. Board and Committee Meetinv Fees 

Directors shall receive the sum of two hundred dollars ($200.00) for 
attendance at each regular meeting, special meeting or committee meeting 
of the board of directors. In addition, each member will be reimbursed at 
the federal mileage rate as reported on January I of each year for mileage 
traveled in hidher own personal vehicle to and from such meetings. 
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B. Other Meeting Fees 

Directors who are representing the cooperative at other meetings on 
official business such as seminars, conferences, teleconferences, luncheons, 
or cooperative relatedsponsored activities shall receive two hundred 
dollars ($200.00) for such attendance on the business session days and one 
hundred twenty-five dollars ($125.00) each day for the balance of days 
while on such official business. Directors who represent the cooperative 
on other boards or committees where the fee paid by the board or 
committee is less than that approved in this policy will be paid a fee by the 
cooperative that, combined with the fee paid by the other committee or 
board, will equal the fees authorized in this policy, Fees for travel to in- 
state meetings shall be limited to one (1) travel day each way. Travel time 
to out-of-state meetings shall be limited to a maximum of two (2) days 
travel each way unless more travel days are allotted by the board an a case- 
by-case basis. 

C. Area Meeting Fees 

Meetings other than board meeting held in or around the area served by the 
cooperative may be deemed to be official meetings and such meetings shall 
qualify for compensation at same rate as regular and special board 
meetings. Such meetings include but shall not be limited to the following: 

1. District or sectional meetings with the membership; meetings with the 
membership Advisory Committee; joint meetings with surrounding 
utilities or other cooperatives; area Chamber of Commerce fbnctions; 
other meetings to enhance economic development of the cooperative’s 
service area; official meetings with legislators and other governing 
bodies where it is the intent of the meeting to enhance the cooperative’s 
position in regard to laws, statutes, rules, regulations and franchises; 
and meetings with associated organizations in or around the area served 
by the cooperative where such meetings are for the purpose of 
hrthering the attainment of the objectives of the cooperative. 

2. Any meetings not included in the above list may be approved on a case- 
by-case basis by the Audit Committee or Board of Directors. 
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D. Travel and Other Expenses 

AI1 other expenses such as meals, car rental, lodging, and transportation 
shall be paid as provided for in cooperative Procedure 8-8 unless otherwise 
provided for in this policy. The cooperative will reimburse an individual 
for two personal long distance telephone calls per trip. 

ILI. RESPONSIJ3ILITY 

The General Manager/Assistant General Manager and each director will submit to 
the General Manager’s office at least every thirty (30) days an itemized expense 
statement (krnished by the cooperative) covering prior expenses as herein 
authorized. This expense statement shall be submitted at, or before, the regularly 
scheduled monthly meeting. The General Manager shall have expense checks 
prepared for each director and manager and shall mail said checks the following 
day after the regularly scheduled monthly meeting. These statements shall be 
reviewed by the board’s Audit Committee for correctness every three months. 

The General Manager or designee shall make a brief inspection of said expenses 
and report said expenses to the finance department for payment. These expense 
reports shall remain in the General Manager’s office until the appropriate meeting 
of the Audit Committee. 

The Audit Committee, with the Finance Manager present, shall convene four (4) 
times a year to approve the expense reports of the directors, General Manager, and 
Assistant General Manager. In the month of January, the committee shall review 
the expense reports of Octaber, November and December; in the month of April, 
review the expense report of January, February and March; in the month of July, 
review the expense reports of April, May and June; in the month of October, 
review the expense reports of July, August and September. 

The Audit Committee, by a majority vote, shall have the duty to ask any individual 
covered under this policy for an explanation of a claimed expense if a question 
arises about an expense. By a majority vote, the committee may disallow an item 
on an expense account. The cooperative will bill the disallowed expense to the 
individual for repayment within thirty (30) days of the final decision. 
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If the individual, after discussion with the Audit committee, disagrees with the 
decision by the committee, helshe may appeal the committee’s decision. This 
appeal must be made to the President of the Board in writing with a brief 
description of the disputed claim. The President shall schedule the appeal before 
the full board during the executive session of the next regularly scheduled meeting 
of the Board of Directors. The decision of the Board of Directors shall be final 
and binding. 

This policy supersedes all previous and existing Director’s Compensation, Fees 
and Mileage Policies. 

N. APPROVED 

6/22/79 

V. REVISED 

12/28/79 
O2/22/8 0 
12/28/8 1 
12/23/85 
12/23/86 
07/23/87 
05/26/88 
02/23/95 
0 812219 6 
07/22/97 
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1 Jackson Purchase Energy Corporation 
2 Case No. 2007-001 16 
3 Adjustments for Director expenses 
4 December 31,2006 
5 
6 
7 
8 
9 
10 
11 
12 Jack Marshall 975 
13 
14 Big Rivers Annual Meeting, not Big Rivers reprehensive 
15 Gary Joiner 285 
16 Jack Marshall 200 
17 Bobby Ross 21 9 
18 
i 9 Miscellaneous Expenses 
20 Lee Bearden 15 
21 lvus Crouch 15 

23 Gary L. Joiner 15 
24 Jack S. Marshall 15 
25 Bobby W. Ross 15 
26 John H. Walker 57 
27 

Certain expenses are generally disallowed for rate making purposes that are incurred for, 
and on behalf, of the Directors of a cooperative. Jackson Purchase has made this 
adjustment to recognize those expenses. The list includes: 

KAEC Annual Meeting, not KAEC representative 

22 Wayne Elliott 93 

28 
29 Total adjustment 1,904 
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1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
i a  
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Bearden, Lee 

Crouch, lvus 

Elliott, Wayne 

Joiner, Gary L. 

Marshall, Jack S. 

Ross, Bobby W. 

Spear, Glenn 

Walker, John H. 

General Expenses 

Total 

Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Director Fees and Expenses 
December 31,2006 

Regular Meeting 
Board Mtq Mileaqe Hotel Meals 

2,200 178 2,000 - 56 

1,600 247 1,600 - 48 

2,000 203 2,000 - 56 

2,000 96 1,800 - 64 

2,400 85 2,000 - 56 

2,400 403 2,000 .. 56 

1,800 1,600 - 

2,400 1,435 3,600 1,227 334 

16,800 2,646 16,600 1,227 668 

Misc Expense 
-- Include Exclude 

46 15 

46 15 

46 94 

46 300 

46 1,190 

46 233 

46 

134 58 

17,516 

17,970 1,904 

Total 

4,494 

3,555 

4,398 

4,306 

5,776 

5,138 

3,446 

9,188 

1731 6 

57,8 16 
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The amount of the proposed increase is $3,554,064. 
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Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Capitalization Policies 
December 31,2006 

Jackson Purchase Energy Corporation accumulates all labor costs 
and then allocates based on labor distribution for month. Labor costs 
are classified to construction, costs of removal, electric operating functions 
according to RUS Bulletin 1767B-1, Uniform System of Accounts - Electric. 



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

1 07.1 00 
107.200 
108.664 
108.800 
108.81 0 
143.320 
163.000 
184.1 00 
417.110 
580.000 
582.000 
583.000 
583.100 
583.200 
583,300 
584.000 
586.000 
586.100 
586.200 
587.000 
588.000 
588.1 00 
588.200 
588.300 
590.000 
592.000 
593.000 
593.1 00 
594.000 
596.000 
5 98.000 
901 .ooo 
902.000 
902.100 
903.000 
903.200 
903.300 
903.400 
903.41 0 
903.500 
907.000 
908.000 
910.000 
920.000 
920.01 0 
920.1 00 
925.000 
926.200 
930.220 
930.230 
935.000 
935.500 
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Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Capitalization Policies 
December 31,2006 

Benefits 
Distribution 

Construction WIP - Contractors 
CWlP - Jackson Purchase Crews 
Accum Depr - Poles, Towers, & Fixture 
Retire. WlP - JPECC Crews 
Retire. WIP - Contractors 
AIR - Winter Storm Assistance 
Stores Expense-Undistributed 
Transportation ExpenseElearing 
Customer Service Costs - Long Distance 
Operation Supervision & Engineering 
Station Expenses 
Overhead Line Expenses 
O/H Line Exp. - PCB Test & Inspection 
Overhead Line Expense - Line Patrol 
O/H Line Exp. - Oil SP Cleanup/lOO Reg. 
Underground Line Expenses 
Meter Expenses 
Meter Exp. I Routine Conn. & Disconn. 
Meter Records - Prep. & Maint. 
Customer Installation Expenses 
Misc. Dist. Expenses - Labor & OR( 
Misc. Dist. Exp - Office Supplies/Exp 
Other Miscellaneous Distribution Expense 
Mis. Distribution - Mapping Costs 
Maintenance Supervision & Engineering 
Maintenance of Station Equipment 
Maintenance of Overhead Lines 
Maint. Of Overhead lines - Storms 
Maintenance of Underground Lines 
Maintenance of Steet Lights 
Maint of MSC Dist. Plant - Telephone Lines 
Supervision of Customer Accounts 
Meter Reading Expenses 
Meter Reading Expenses - System 
Customer Records & Collection Expense 
Cust Rcds & Collection - Complaints, Adj. 
Gust Rcds & Collection - Connects & Dis 
Cust Rcds & Collection - Delinquent Accts 
Delinquent Accts Over 30 Days 
Cust. Records - Document Scanning 
Customer Service - Supervision 
Customer Assistance Expenses 
Misc. Customer Svc & Information Exp. 
Administrative & General Salaries 
Admin. & General -Joint Use Salaries 
Admin. & General Salaries - Manager 
Injuries and Damages 
Other Employee Pensions & Benefit 
Annual Meeting Expenses 
News letter Expense 
Maintenance of G P  Expense 
Maint of GIP - Miscellaneous 

Total 

11,089 
653,088 

4,769 
129,603 

222 
6,888 

11 9,854 
76,552 

28 
61,056 
4,966 

31,280 
82 

3,233 
147 

15,001 
33,741 
79,540 

440 
987 

94,229 
61 4 

53,437 
23,880 
27,372 
32,679 

251,702 
9,614 

30,509 
6,727 

44,363 
4,615 

20,465 
5,779 

86,777 
33,247 
38,021 
20,830 

20 
12,426 
25,128 

29 
37,828 

239,452 
1,469 

58,063 
15,775 
17,485 
2,709 
5,685 

22,920 
51 1 

2,456,928 



1 
2 
3 
4 

5 
6 
7 
8 Jackson Purchase Energy Corporation 
9 Case No. 2007-001 16 
10 Capitalization Policies 
11 December 31,2006 
12 
13 
14 Benefits include the following: 
15 Medical insurance 746,481 
16 Life insurance 25,468 
17 Disability Insurance 17,703 
18 Retirement 543,867 
19 Pension - bargaining 158,718 
20 401 k contributions - bargaining 580 
21 401 k contributions - non bargaining 83,785 
22 Employee sick leave (paid out) 74,454 
23 Employee vacation leave (paid out) 21,110 
24 Post-retirement benefits 186,100 
25 Workers' compensation 253,506 
26 Payroll Taxes 3451 56 
27 
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28 

29 
2,456,928 

30 
31 Jackson Purchase accumulates all benefits, then allocates these to accounts 
32 based on the labor distribution for the month. The above is the actual allocation 
33 for the test year for the above benefits. 
34 
35 
36 
37 
38 
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Jackson Purchase Energy Corporation 

Case No. 2007-001 16 
Schedule of Employee Benefits 

December 31,2006 

Benefits for the year: 

Medical insurance 

Life insurance 

Disability insurance 

Retirement 

Bargaining pension 

401 K contributions - bargaining 

401 K contributions - non-bargaining 

Employee sick leave (paid out) 

Employee vacation leave (paid out) 

Post-retirement benefits 

Total 

Number of employees 

Average annual cost per employee 

746,481 

25,468 

17,703 

543,867 

158,718 

580 

83,785 

74,454 

21,110 

186,100 

1,858,266 

79 

23,522 
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Jackson Purchase Energy Corporation 
Case No. 2007-001 16 
December 31,2006 

Professional Services Expenses 

The Board of Directors has the responsibility to select an attorney to represent 
the board and the cooperative to maintain the legal entity. The duties and 
responsibilities of the attorney are to perform routine services, special 
services and other services for the cooperative. Services are billed at the normal 
hourly billing rates for the attorney and his staff. 

A copy of the audit agreement is attached. 
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ALAN M. ZUIMSTEIN 
CERTIFIED PUBLIC ACCOUNTANT 

1032 CHETFORD DRIVE 
LEXINGTON, KENTUCKY 40509 
(859) 264-7147 

January 29,2007 

MEMBER: 
AMERICAN INSTITIJ'IE OF CPA'S 
INDIANA SOCIETY OF CPA'S 
KENTUCKY SOCIETY OF CPA'S 
AJCPA DIVISION FOR FIRMS 

G. Kelly Nuckols, President & CEO 
Jackson Purchase Energy Corporation 
Paducah, Kentucky 42002 

Dear Mr. Nuckols: 

This will confirm our understanding o f  the arrangements for my audit of the financial 
statements for the year ended December 3 1 , 2006. 

I will audit the Corporation's balance sheet as of December 3 1,2006, and the related 
statements of revenue and patronage capital and cash flows for the year then ended, for 
the purpose of expressing an opinion on them. The financial statements are the 
responsibility of the Corporation's management. My responsibility is to express an 
opinion on the financial statements based on my audit. 

I will conduct my audit in accordance with generally accepted auditing standards. These 
standards require that I plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation. I believe that my audit will provide a reasonable basis for my opinion. 

My procedures will include tests of documentary evidence supporting the transactions 
recorded in the accounts, tests of the physical existence of inventories, and direct 
confirmation of receivables and certain other assets and liabilities by correspondence with 
selected customers, creditors, legal counsel and banks. At the conclusion of my audit, I 
will request certain written representations from you about the financial statements and 
matters related thereto. 

In accordance with the requirements of the Rural Utilities Service (RUS), 1 assure you of 
the following: 

- The audit is being performed as a requirement of RUS security 
instrument and any violation of RUS audit requirements shall 
place the RUS borrower in technical default of the RTJS 
security instrument. 
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G. Keliy Nuckols, President & CEO 
Jackson Purchase Energy Corporation 
Page two 

- The Auditor's Report will be signed by Alan M. Zumstein, CPA, 
a certified public accountant in good professional standing 
with the state licensing board. 

- I will comply with generally accepted government auditing 
standards, the rules and regulations of professional conduct 
promulgated by the accountancy board of the state of Kentucky 
and the Code of Professional Ethics of the American Institute 
of CPAs. 

- I am independent as defined and interpreted by the 
Professional Ethics Division of the AICPA and as defined by 7 
CFR 1773.4 (b). 

- I belong to an approved peer review program (Private Companies 
Practice Section) and have received an unqualified opinion 
within three years of the "as of' date of the audit. 

- The audit will be performed and the Auditor's Report, report 
on compliance, report on internal controls and management 
letter will be performed in accordance with requirements of 
RUS, will comply with generally accepted auditing standards 
and will be submitted to the Board of Directors within three 
months of the "as of'  audit date. 

- Audit work papers will be made available to RUS, Office of 
Inspector General (OIG) and the General Accoimting Office 
(GAO). RUS, OIG or GAO may photocopy all audit and compliance 
workpapers as requested. 

- I will disclose all disallowance's resulting from testing performed 
as set forth in 7 CFR 1773.40 and will follow the requirements of 
reporting irregularities and illegal acts outlined in 7 CFR 1773.7. 

- I will report audit findings to the Board of Directors as required 
by 7 CFR 1773.25. 

My audit is subject to the inherent risk that material errors and irregularities, including 
fraud or defalcations, if they exist, will not be detected. However, I will inform you of 
irregularities that come to my attention. 
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6. Kelly Nuckols, President & CEO 
Jackson Purchase Energy Corporation 
Page three 

Fees for these services will be $14,000, and includes fees for presentation to the Board of 
Directors. Invoices will be submitted as work progresses, and are payable on 
presentation. Should any situation arise that would materially increase this fee, I will, of 
course, noti@ you. 

I am pleased to have this opportunity to serve you. 

If this letter correctly expresses your understanding o f  these arrangements, please indicate 
your approval by signing the enclosed copy and returning to me. I have also included a 
Certification of Debarment and Suspension and a copy of my last peer review report and 
accompanying letter of comment, as required for audits of RUS borrowers. 

/ Sincerely, 

Alan M. Zumstein, CPA 

Approved: 
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Jackson Purchase Energy Corporation 
Case No. 2007-001 16 

Professional Services Expenses 
December 31,2006 

Rate Annual 
Line item Case Audit Other Total 
No. (a) (b) (c) (4 (e) 

1 Legal 22,124.00 22,124.00 

2 Engineering 

3 Accounting 13,040.00 368.00 13,408.00 

4 Other 46.00 46.00 

5 Total - 13,040.00 22,538.00 35,578.00 
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