
D O R S E Y ,  K I N G ,  G R A Y ,  N O R M E N ' T  & H O P G O O D  
ATTORNEYS-AT-LAW 

318 SECOND STREET 

H E N D E R S O N ,  KENTUCKY 42420 

October 14,2008 

JOHN DORSEY (1S20.19851 

FRliNK Pi KING. JR 

STEPHEN D GRAY 

WlLLlAM B NORMENT. JR 

TELEPHONE 
1270) 825-3955 

TELEFIU: 
1270) 826.6672 , CHRISTOPHER HOP(iOOD w d k g n l a w m m  

Ms. Stephanie Stuinbo 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, KY 4060 1 

OCT 15 2008 
PUBLIC SERVICE 

COMMISSION 

Re: Case No. 2008-00323 

Dear Ms Stuinbo: 

This letter is to inform the Commission that today the following are 
being sent under separate cover by overnight delivery to the Coininission for 
filing: 

The original and 10 copies of Response of Kenergy Corp. to Attorney 
General's Initial Requests for Information 
The original and 10 copies of Response of Kenergy Corp to Second Data 
Request of Coinmission Staff 

The undersigned hereby certifies that the foregoing has been served 
upon Attorney General of Kentucky Office of Rate Intervention, 1024 Capitol 
Center Drive, Frankfort, ICY 4060 1, and Kentucky Industrial Utility Customers, 
Michael J Kurtz, Attorney, Boehm, Kurtz & Lowry, 36 East Seventh Street, Suite 
1510, Cincinnati, Ohio 45202, by inailing a true and correct copy of same on this 
October 14,2008 

Your assistance in this inatter is appreciated. 

Very truly yours, 

DORSEY, I W G ,  GRAY, NORMEXT & HOPGOOD 

I Attorney for Kenergy carp i/' ; 
FNK.Jr/cds 
COPY: Attorney General of Kentucky, Office of Rate Intervention\ 

Hon. Michael J. Kurtz,, Attorney for Kentucky IndustAal Utility 
Customers 
Kenergy Corp. 



CASE NO. 2008-00323 
O C T  15  2008 

PUBLIC SERVICE 
COMMISSION 

VERIFICATION 

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

" -  . 
Steve Thompson, Vice Preddent Finance 

STATE OF KENTIJCICY 

COUNTY OF: Daviess 

The foregoing was signed, acknowledged and sworn to before me by 
Steve Thompson this @day of October, 2008. 

MY commission expires - , d . . d  /.+ 8 

Notary Public, KY State a't Large 

(seal) 
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CASE NO. 2008-00323 

VERIFICATION 

that the data request responses filed with 
1 am listed as a witness we true and correct to the 

and belief formed after a reasonable inquiry. 
this verification and for 
best of my knowledge, 

\. 
Jack D. Gaines 

STATE OF GEORGIA 

The foregoing wbs signed, acknowledged and sworn to before me by 
JACK D. GAINES this & dby of October, 2008. 

MY commission kxpires - 6 (2 5 ( 2 c  1 0 --- 

(seal) 

NOTARY PUBLIC 
DeKalb County 

Stale of Georgia 
Mv Cornrn Exoires June 29,2010 



CASE NO. 2008-00323 

VERIFICATION 

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

/’ 

David Hymilton, Director Member Services 
STATE OF KENTUCICY 

COUNTY OF: Daviess 

The foregoing was signed, acknowledged and sworn to before me by 
David Hamilton this J’+ day of October, 2008. 

My commission expires ’ ; 7  /3 0/20./a 

(seal) 



CASE NO. 2008-00323 

VEIUFIC ATION 

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

&& im 
Kei$ Ellis, Vice President H m a n  Resources 

STATE OF KENTUCKY 

COIJNTY OF: Henderson 

The foregoing was signed, acknowledged and sworn to before me by 
Keith Ellis, this & day of October, 2008. 

My commission expires //, A d /J 
/ / 



CASE NO. 2008-00323 

VERIFICATION 

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

ick, President & CEO 
STATE OF KENTUCKY 

COUNTY OF: Daviess 

The fore oing was signed, acknowledged and sworn to before me by 
Sanford Novick this 1 ihhJ day of October, 2008. 

MY commission expires $24- - 1  I 

Notary Pub&, KY 'State at Large 

(seal) 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 1) 

’hase & Three-phase). 

Refer to Kenergy’s application at Exhibit 3, Tab A, Schedule 1, Residential (Single 

a. In cases where the segregation of wiring would involve undue expense to the member, 

:energy has added the option of the customer being classified as a commercial customer. Explain the 

ationale for offering the commercial rate rather than the residential rate. 

b. Kenergy’s residential tariff forgives the gross charge for one bill a year. Provide the 

:riteria that Kenergy uses to determine whether it will forgive a bill. 

Zesponse) The Kentucky statutes relating to sales tax do not grant the residential exemption 

f charges are billed to an owner or operator of a multi-unit residential rental facility. For ease of 

Idministration, Kenergy has defined its residential tariff to track the sales tax statutes. 

a) 

b) The tariff language states “the gross rate charge &alJ be forgiven on one bill”. 

’herefore, on the first occurrence, the gross charge is automatically forgiven. 

Witness) Steve Thompson 

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

SECOND DATA REQUEST FOR INFORMATION 

zoos RATE APPLICATION 

tern 2) 

djustment clause in the tariff pages for service to most of the classes. 

Explain why Kenergy is inserting the Renewable Resource Energy Service Rider as an 

lesponse) This is included so that a customer reviewing the rate schedule will see that this rider is 

vailable, and if utilized, the bill will include the per kilowatt hour premium noted on Schedule 23 in 

.ddition to the charges stated on the tariff page for the particular class of service. 

Witness) Steve Thompson 

Item 2 
Page 1 of 1 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 3) Refer to Kenergy’s application at Exhibit 3 ,  Tab B, the proposed tariff for Schedule 15, 

’rivate Outdoor Lighting. Explain why Kenergy has increased the categories under “Type Light” for 

ts service to this customer class. 

&pome) Kenergy has listed each separate light vs. showing a range on the existing tariff. Also, 

he metal halide lights have been added. Kenergy is proposing to combine existing tariff sheets 11 and 

4 into the proposed Schedule 15. Except for the new metal halide lights, Kenergy is not increasing 

he number of lights being offered. 

Witness) Steve Thompson 

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

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 4) Refer to Kenergy’s application at Exhibit 3, Tab B, the proposed tariff for Schedule 16, 

b e t  Lighting Service. Explain why Kenergy has increased the categories .under “Type Light” for its 

:ervice to this customer. 

tesponse) See response to Item 3. 

Witness) Steve Thompson 

Item 4 
Page 1 of 1 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

[tern 5 )  

Renewable Resource Energy Service Rider. 

Refer to Kenergy’s application at Exhibit 3, Tab B, the proposed tariff for Schedule 23, 

a, Explain why the rate schedules included under this rider have changed from the 

previously approved tariff. 

b. Explain why Kenergy eliminated the Member Discount Adjustment Rider for this 

schedule. 

Response) a) 

b) 

The only changes made were text changes as noted. 

The member or wholesale discount adjustment rider expired August 31, 2008. 

See existing tariff Schedule No. 22. 

Witness) Steve Thompson 

.- 

Item 5 
Page 1 of1 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE MPLICATION 

tern 6 )  Refer to Kenergy’s application at Exhibit 3, Tab B, the proposed tariff for Schedule 76, 

:able Television Attachment Taxiff: In Kenergy’s presentation of the cost justification, footnote 1 

ndicates that the weighted average cost for the poles was calculated on the installed plant cost as of 

2/3 1/07. For clarification, is the installed cost the gross or net cost of the poles? 

Xesponse) It is the gross cost of the poles. 

Witness) Steve Thompson 

Item 6 
Page 1 of 1 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

‘tern 7) Refer to Kenergy’s application at Exhibit 3, Tab B, Schedule 162, Deposits. Kenergy’s 

xoposed deposit is $190, calculated in accordance with 807 KAR 5:006, Section 7(1)@). Provide the 

:alculations that Kenergy used to determine the new deposit amount of $190. 

iesponse) The $190 was determined by dividing the proposed revenue of $53,105,745 by the 

iormalized number of residential customers (44,978) to arrive at $98.39 times two (2) months = 

i196.78 rounded to $190.00 for ease ofuse. See Exhibit 9, page 1, line 5. 

Witness) Steve Thompson 

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

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 8) 

:urrent and proposed rates for “unnecessary trip by serviceman.” 

Refer to Kenergy’s application at Exhibit 9, page 10, lines 1.3 and 14, which show the 

a. 

b. 

Explain the specific circumstances under which Kenergy would impose this charge. 

Provide the tariff sheet number where the proposed rate for this service is shown in 

Cenergy’s application at Exhibit 3 ,  Tab A. 

c. Provide the tariff sheet number where the present rate for this service is shown in 

Cenergy’s application at Exhibit 3, Tab B. 

Zesponse) 

neter. 

a) When the reported outage is caused by the facilities on the customer’s side of the 

b) Kenergy has elected to include this charge on Sheet No. 30 in this proceeding. 

c) This charge is not included in the current tariffs, as it has been viewed not to be a 

pecial charge since the outage was on the customer’s side of the meter. 

Witness) Steve Thompson 

Item 8 
Page 1 of 1 





1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

?? 

KENERGY C o w .  
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 9) Refer to Kenergy’s application at Exhibit 8 (Gaines Testimony) and Exhibit 14. 

‘rovide an electronic copy of the cost-of-service study in Excel format with all forqulas intact and 

nlocked. 

kesponse) 

’SC 2‘Id Datu Request in the ordpiiznl filing of this second data request. 

The Cost of Service Study is provided electronically on the CD labeled Response to 

The file name is “Kenergy 

007 COS-Case No. 2008-00323”. 

Yitness) Jack 

Item 9 
Page 1 of 1 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

. i. 2008 RATE APPLICATION 

Item 10) 

24. 

Refer to Kenergy’s application at Exhibit 8, page 7, lines 9-13 and Exhibit 14, pages 21- 

a. 

b. 

Provide a copy of page 21, which is missing from Exhibit 14. 

Provide a step-by-step narrative of where in the cost-of-service study each of the 

subfunctionalization steps outlined in Exhibit 8, page 7, lines 9-13 occur. 

c. For Exhibit 14, pages 21-24, explain where in the cost-of-service study the respective 

allocation factors are derived. 

Response) a) Page 21 is included in the filing. However, there is a page missing between 

pages 21 and 22. A copy of the missing page is provided as Item 10, page 3 of 3 ,  and it is also 

included electronically in the Cost of Service provided in response to Item 9. For future reference the 

printed copy will be page 21a. 

b) The sub-functionalization of plant is shown beginning on page 21a and 

continues through page 24 of Exhibit 14. All of the sub-functionalization ratios referenced in Column 

C are summarized on page 95. The ratio inputs on lines 7-14 of page 95 are the basis for most of the 

sub-functionalization ratios found on page 95. The exceptions are cited below. Lines 7-14 show the 

sub-functional ratios for the major plant accounts. The ratios on these lines are based on historical 

plant data and the sub-functional purpose of the plant. For example, substation plant is 100% in the 

“Sub” sub-functional category. The sub-functional ratios from lines 7-17 of page 95 are applied to the 

test year plant values on lines 28 through 38 of page 21a. Most of the other ratios found on page 95 

Item 10 
Page 1 of 3 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

ue directly tied to the sub-functional plant balances from page 21a and 22, either individually or in 

:ombination. For example, line 19 of page 95, Dist-OH1, is based upon the combination of the values 

)n lines 29,30 and 34 of pages 21a and 22 The Labor ratio is developed in a similar way. As shown 

)n pages 37 through 40, labor expense by account is sub-functionalized based upon corresponding sub- 

unctional ratios from page 95. The sub-functionalized distribution operations and maintenance labor 

:xpense is totaled on line 121 of pages 39 and 40. The Labor ratio on line 27 of page 95 is based upon 

ine 121 of pages 39 and 40. 

Sub-functional ratios not based on an underlying plant ratio include: PPE and PPD, 

loth of which are for assigning purchased power expense to the production function Bill, which is used 

o sub-functionalize billing costs to Billing; and MTR, which is used to directly sub-fiinctionalize 

netering costs to metering. As with plant and labor, expenses are sub-functionalized on pages 50 

hrough 58 based upon the sub-functionalization ratios found on page 95. 

c) The sub-functionalization ratios are found on page 95. See the response to 10(b) for an 

:xplanation of how the ratios are derived 

Witness) Jack Gaines 

Item 10 
Page 2 of 3 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Item 11) Refer to Kenergy’s application at Exhibit 8, page 7, lines 17-21. 

a. Provide an explanation of where the minimum intercept methodology for accounts 364 

- 38 is performed If the worksheets are not in Exhibit 14, provide the calculations and worksheets. 

b. Explain how the minimum intercept methodology allows for a portion to be allocated to 

the Sec. & Services column in Exhibit 14, pages 25 and 29. 

Response) a) The Cost of Service Study is provided electronically on the CD labeled 

Response to PSC 2”d Datu Requesf in Item 9, page 2 of 2. The file name is “Kenergy 2007 COS-Case 

NO. 2008-00323”. 

b) The amounts on pages 25 and 29 show the amounts from page 21a classified as 

demand-related or consumer-related, respectively. The minimum-intercept method is not used to 

determine the portion of plant sub-functionalized as secondary and services. That calculation is made 

on page 21a as explained in the response to Item lob. The minimum-intercept method is used to 

determine the demand and consumer related portions of Accounts 364, 365, 366, 367, 368 and 369 

after they are sub-functionalized on page 21a. 

Item 11 
Page 1 of 1 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 12) 

a. 

Refer to Kenergy’s application at Exhibit 14, line 34, pages 22,25,29 and 34. 

Explain what comprises line 34, account 369 Services, and why a small portion is 

lirectly assigned to Security Lights. 

b. Explain where in the cost-of-service study the allocation factors for the demand-related, 

:onsumer-related and direct assignment portions of account 369 are derived. 

c. Explain why line 38, account 373 Street Lights, is directly assigned to Security Lights. 

lesponse) a) Line 34 is Account 369-Services which, per the Uniform System of Accounts, 

ncludes the installed cost of underground and overhead conductor from the last pole of the overhead 

ystem to the customer’s point of connection. As of the end of the test year, Account 369 contained a 

)alance of $218,540 of investment in duplex conductor. Duplex conductor is used for street and 

ecurity lighting so the investment is directly assigned to lights. 

b) The sub-functional ratios for Exhibit 14, line 34, pages 21a and 22 are found on 

,age 95. The classification ratios for line 34 for pages 25,29, and 34 are found on pages 96 - 99. 

c) Due to the similarity of the services, and for simplicity, Kenergy has combined 

,treet lights and security lights for cost of service purposes. 

Witness) Jack Gaines 

Item 12 
Page 1 of 1 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Item 13) Refer to Kenergy’s application at Exhibit 14, lines 45-55, pages 23-24, 27-28, 31-32 

and 35-36. 

a. Provide a step-by-step explanation of where in the cost-of-service study the labor 

allocation factors are derived. 

b. Explain the rationale for directly assigning the various expenses all to Security Lights. 

Response) a) The sub-functional ratios for pages 23 and 24 come from line 27 of page 95. 

See the response to 10b for an explanation of how this ratio is derived. The classification ratios on 

pages 27,28,31,32,35 and 36 come from line 27 of pages 96 through 100. 

The Labor classification ratios found on line 27 of pages 95 through 101 are based upon 

the classified labor found on line 121 of pages 43, 44, 47 and 48. The basis for each labor 

classification ratio used by expense account is shown in column C. The basis can be cross-referenced 

to column C of pages 95-101. Labor expenses are classified on pages 41 - 48 by applying the 

classification ratios from pages 95 through 101 to the labor cost by expense account In each case the 

expense account to which the labor is assigned is cross-referenced with the associated plant account or 

accounts such that the labor is functionalized or classified on the basis of the corresponding plant 

accounts 

b) The amounts directly assigned to the Security Lights class in column U of the 

referenced page are a result of the sub-functionaiization of plant shown on page 24. See the response 

to Item 12a. In the process of responding to this request it was determined that six pages showing the 

Item 13 
Page 1 of 2 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQXJEST FOR INFORMATION 

2008 RATE APPLICATION 

labor breakdown for direct assignments were not included in the filing. The related pages are provided 

u1 Item 14, pages 4 - 9 of 9 and numbered 48a, 48b, 48c, 48d, 48e and 48f. I 

Witness) Jack Gaines 

Item 13 
Page 2 of 2 





1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

e ,  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

?? 

KENERGY CORP. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 14) 

a. 

Refer to Kenergy's application at Exhibit 14, pages 37-40. 

There do not appear to be an analogous Functionalization and Subfunctionalization of 

,ahor Total System for the General Plan Accounts found on page 23. Similarly, there do not appear to 

le analogous sheets for the demand-related and consumer-related General Plant Accounts found on 

iages 27 and 3 1" Explain whether a part of the analysis is missing and, if not, where in the cost-05- 

ervice study the labor allocation factors are derived. 

b. Provide a step-by-step explanation of where in the cost-of-service study each of the 

llocation factors on pages 37 - 40 in column C, Basis, are derived 

c. Provide a step-by-step explanation of how the Total System labor amounts were divided 

nto demand- and consumer-related amounts. 

d. Provide an explanation of where in the cost-of-service study the demand- and 

onsumer-related ratios are derived 

<espouse) a) Item 14, pages 4 - 9 of 9 contain the missing parts of the analysis. The Labor 

ub-functionalization ratios are found on line 27 of page 95 and the classification ratios are found on 

ine 27 of pages 96 through 101. Refer to the responses to 10b and 13a for an explanation of how the 

actors are derived. 

b) They are found on page 95. Refer to the response to 10b for an explanation of 

IOW the factors are derived. 

c) Refer to 13a for an explanation of how the ratios are derived. 

- 

Item 14 
Page 1 of 9 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

d) The demand and consumer related classification ratios are found on pages 96 - 

99. As with sub-functionalization, the direct classifications of the major ,plant accounts, shown on 

lines 7 - 14 of pages 96 and 97 and numbered lines 6 through 13 of pages 98 and 99, are the basis for 

most of the classification ratios found on pages 96 through 99. Substations are 100% demand related, 

meters are 100% consumer related and the minimum intercept method is used to determine the demand 

and consumer related portions of Accounts 364, 365, 366, 367, 368 and 369. The demand-related 

ratios from 96 and 97 are applied to the sub-functionalized plant values on pages 23 and 24 to product 

the demand related plant on pages 25 and 26. The consumer related ratios from 98 and 99 are applied 

to the sub-functionalized plant values on pages 23 and 24 to product the consumer related plant on 

pages 27 and 28. Most of the other ratios found on pages 96 through 99 are directly tied to the 

classified plant balances, individually or in combination, from pages 24 and 26 for demand related 

plant and pages 29 and 30 for consumer related plant For exaniple, on line 19 of page 96, Dist-OH1 is 

based upon the combination of the values on lines 29, 30 and 34 of pages 25 and 26. The Labor 

classification ratios are developed in a similar way. Labor expense by expense account is classified 

based upon corresponding classification ratios from pages 96 through 99. The demand related Labor 

ratios in each column on line 27 of page 96 are based upon the amounts in each respective column on 

line 121 of pages 43 and 44 divided by the corresponding amounts on line 121 of pages 39 and 40. 

The consumer related Labor ratios in each column on line 27 of pages 98 and 99 are based upon the 

amounts in each respective column on line 121 of pages 47 and 48 divided by the corresponding 

1 amounts on line 121 of pages 39 and 40 

Item 14 
Page 2 of 9 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Exceptions include PPE, PPD, both of which are for assigning purchased power 

:xpense directly to demand or consumer, Bill, which is used to classify billing costs to consumer, and 

VITR, which is used to diIectly classify metering costs to consumer. As with plant and labor, demand 

,elated expenses are classified on pages 65 through 74 based upon the classification ratios found on 

,age 96 Consumer Ielated expenses are classified on pages 75 through 84 based upon the 

:lassification ratios found on page 98. 

Witness) Jack Gaines 

Item 14 
Page 3 of 9 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Item 15) 

service study the individual factors found in C o l m  C are derived. 

Refer to Kenergy’s application at Exhibit 14, page 95. Explain where in the cost-of- 

Response) Rder to response 10b for an explanation of how the ratios are derived 

, Witness) Jack Gaines 

Item 15 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 16) 

$-service study the respective demand- and consumer-related classification ratios were derived. 

Refer to Kenergy's application at Exhibit 14, pages 96-99. Explain where in the cost- 

tesponse) Please refer to 14(d) for an explanation of how the ratios are derived. 

Nitness) Jack Gaines 

Item 16 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 17) 

ervice study each of the allocation factors is derived. 

Refer to Kenergy's application at Exhibit 14, page 102. Explain where in the cost-of- 

Zesponse) 

The reference for each factor is as follows: 

The table on page 102 summarizes allocation factors derived on pages 103 through 108. 

Witness) 

Allocator Reference 

1 Energy 

3 Production 

7&8 Subtrans. & Sub Page 105, KW on line 8, ratio shown on line 9 
9 Demand Prim.MP Page 106, KW on line 17, ratio shown on line 18 

10 Demand Prim. SP Page 106, KW on line 13, Iatio shown on line 14 

Page 104, KW3 on line 10, ratio shown on line 1 1 

Page 104, KWH on line 8, ratio shown on line 9 

11 Cons. Prim. MP 

12 Cons. Prim. SP 

13 Meters TP 

14 Demand - Sec 

15 Cons - Sec 

16 Cons - Trans 

17 Meters SP 

18 Metering 

19 Billing 

20 C S l  

Jack Gaines 

Page 103, Consumers on line 13, ratio shown on line 14 

Page 103, Consumers on line 9, ratio shown on line 10 

Page 107, lines 14-17 

Page 106, KW on line 11, ratio shown on line 12 

Page 107, Consumers on line 7, ratio shown on line 8 

Page 107, Consumers on line 10, ratio shown on line 11 

Page 107, second table, lines 10 through 12 

Page 107, second table, lines 2 through 5 

Page 107, second table, lines 6 through 9 

Page 108, lines 2-5 

Item 17 
Page 1 of 1 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 18) Refer to Kenergy’s application at Exhibit 14, pages 104-106. Page 104 at line 6 lists 

<energy’s non-coincident peak (“NCP”) demand as 222,266 KW. However, on line 8 the same figure 

s listed as a modified coincident peak (“CP”) demand. On page 105 on line 5, 222,266 KW is listed 

is a contribution to system peak (total system column), which seems to indicate that the figure refers to 

L CP. On page 106 at line 5, 314,860 KW is listed as maximum demand class NCP in the total system 

:olumn. 

a. 

b. 

c. 

Explain what the 222,266 KW figure represents and how it was derived. 

Explain what the 314,860 KW figure represents and how it was derived 

Explain how the Average and Excess Method was used on page 105. Include in the 

esponse whether OI not the system load factor was used and the value of the load factor. 

d Page 106 appears to also use the Average and Excess method to derive an excess 

iemand figure Explain why the CP demand was not used to calculate excess demand, as opposed to 

ising NCP demand. 

e. 

f. 

On page 106, explain how line 7 was derived and its relation to line 6. 

On page 104, lines 6 and 8, and page 105, lines 5,6, 8, and 12 contain equal values On 

)age 106, liens 8, 17, and 19 also contain equal values However, the total system value of 222,266 

CW is common to all of these lines on the three pages Explain why the class values are different 

Lcross these pages. 

tesponse) a) 

nontlily non-coincident peak (“NCP”) demands relative to Big Rivers. The 222,266 KW shown on 

For non-direct served sales, Kenergy is billed by Big Rivers based on Kenergy’s 

Item 18 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

ine 6 is the 12 month average of Kenergy’s NCP demands as normalized for the growth adjustment 

ipplied to KWH sales The calculation is as follows: 

rest Year Non-Direct Served KWH Purchases 1,235,848,654 

rest Year Avg of Non-Direct Served Monthly KW Purchased A 221,306 

latio 5,584.34 

Jours Per Year - 8.760 

iverage Month Load Factor 63.75% 

>rowth Adjusted Non-Direct Served KWH Purchased 1,241,243,969 

iatio +(.6375x8,760) 

idjusted Test Year Average Monthly NCP 222,266 

Ihe 222,266 also appears on line 8 as a “CY demand. This is because the class contributions to the 

(energy NCP demands are the class demands coincident with the Kenergy peaks, or the Kenergy NCP 

iemands relative to Big Rivers On line 5 of page 105, the same demand is described as contribution 

o system peak which is another way to describe the same value. 

b) 

c) 

The 3 14,860 KW is the sum of the calculated class maximum annual demands 

The Average and Excess approach was not used on page 105. It is used on page 106 to 

iroduce the demand allocations shown on line 8, which are used for allocation factors on line 9. The 

nethodology combines the effects of class peak demand and class average demand to product an 

illocation factor that has an energy weight and a peak demand weight. In this way, demand related 

:osts associated with the primary distribution system can be allocated based in part on the class peak 

ieniand and in part on the basis of system utilization as measured by the energy delivered over the 

system 

Item 18 
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KENERGY COW. 
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SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Witness) Jack Gaines 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

[tern 19) 

5300 rebate to all customers replacing a gas water heater with an electric water heater. 

On Kenergy’s website, there is a promotional campaign wherein Kenergy will award a 

a. Provide a list of all other current Kenergy campaigns that promote a switch from an 

iltemative source of energy to electricity. 

b. For the water heater campaign and each of the other campaigns listed in response to (a) 

Ibove, provide separately the following 

(1) 

(2) 

The date of inception of the campaign. 

The total amount of rebates paid to all customers for each of the last five 

:alendar years and the current year up through the date of Kenergy’s response to this request. 

( 3 )  The amount of rebates included in test year operations stating the accounts, by 

name and number, in which test year rebates were recorded. 

(4) 

(5) 

The analysis used to determine the amount of the rebate 

The estimated monthly electric usage of each electric device (water heater) for 

which a rebate is provided 

(6 )  The length of time it will take for Kenergy to recover the rebate amounts 

through the additional sales generated from the electric appliance/water heater. 

(7) The analysis performed to determine the length of time provided in response to 

(5) above. 

(8) An explanation of the consideration that was given to the additional load and 

electric generation requirements resulting from the additional electric devices on Kenergy’s wholesale 

olectric provider, Big Rivers Electric Corporation. 

Item 19 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

(9) An explanation of the consideration given to requiring that the electric water 

heater rebate be conditional upon the use of a timer device that cycles the water heater off during peak 

usage hours. 

Response) The Electric Water Heater Conversion Program began in Januay 2005 Big Rivers 

Electric Corporation provided the analysis and determined the rebate incentive for the three member 

:ooperatives: Kenergy Carp., Jackson Purchase Energy and Meade County RECC. Members receive 

$300 to convat their natural gas or propane gas water heater to an energy efficient electric water 

heater. The water heater must be a 40 gallon minimum and have a mininiuni Energy Factor of .90 to 

qualify for the rebate. Kenergy pays one-third ($90) of the rebate and Big Rivers' pays two-thirds of 

the rebate ($210). 

a) In addition to the electric water heater conversion incentive, Kenergy offers an 

incentive for dual-fuel (add-on) heat pumps Kenergy will pay a $90 per ton (cooling capacity) 

incentive to customers who replace an old inefficient condenser with a high efficiency heat pump (1 3 

SEER minimum) The heat pump operates until the outdoor temperature reaches approximately 32 

degrees Fahrenheit and then switches to the fossil fuel furnace. The combination of heat pump and 

fossil fuel furnace results in a substantial savings to the customer. 

b-1) The water heater and dual-fuel campaign started in January 2005. 

Item 19 
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b-2) Water Heater Incentives 

Kenergy BipRivers Total 
$ 3,240 $ 7,560 $10,800 2005 

2006 $ 51400 $12,600 $18,000 
2007 $ 4,500 $10,500 $15,000 
2008 (Jan.-Sept.) $ 3.690 $ 8.610 $12.300 
Total $16.830 $39.270 $56.100 

Dual-Fuel Incentives 

2005 
2006 
2007 

Kenerep Big Rivers Total 
$ 2,280 $ 4,740 $ 7,020 
$ 7,872 $16,258 $24,130 
$ 9,465 $18,930 $28,395 

2008 (JanSept.) $1 1.340 $22.680 $34.020 
Total & 3 N  $62.608 $93.565 

The following water heater and dual-fuel incentives were paid in 2007 and charged to b-3) 

iccount 908.000 Customer Assistance expenses: 

Water Heater ~ $4,500 

Dual-Fuel I $9,465 

Big Rivers Electric Corporation (BREC) drafted the water heater conversion program 

nd dual-fuel program for Kenergy Corp., Jackson Purchase Energy and Meade County E C C .  Russ 

'ogue, from Big Rivers Electric Corporation, provided the analysis as Item 19, page 5 of 5 

b-4) 

b-5) 

b-6) 

b-7) 

The estimated monthly electric usage for each water heater was 352 KWH per month. 

It will take Kenergy approximately two years to recover its portion of the $90 rebate. 

See answer to Item 19, b-4 

Item 19 
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SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

b-8) 

b-9) 

No consideration was given for the additional generation requirements. 

Kenergy does not have the advanced metering infrastructure in place to communicate 

nith demand response units for water heaters. A mechanical timer was not considered. 

Witness) David Hamilton 
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ASHP.W AssYmBS 3 Ion ryslem Kenargy 
A m  Monhly Eneqy Us0 YlholBSd@ Ylholorllo YlholoDaie No1 YlhOlemlB 
Kw Demand Cos1 RBYBDUB RBYB~UB COS1 

2005 3176 6462 516626 $45234 5263 47 5452 34 
2006 3 178 8482 516626 $45234 5263 47 5452 94 
2007 3178 6482 516739 545284 526774 545284 
2W6 3 176 6462 516372 545284 526601 545284 
2009 3176 8462 517145 545294 526426 545294 
2010 3176 6462 517318 545234 528255 545284 
2011 3176 6462 519048 545234 5265 25 5452 34 

End UsOAnGIysIS ~ m a m a i i  
GSnP-~c%upomosl~rW Assumsr4 ion system Ksnargy 
Ave Monlhly Ensrgy Use Ylhholsraie YlhZmlomlo YlhDllflsle Ne1 Ylhols~slo 
KW Demand CDJI RBVO~UO RBVO~UB COlt 

2005 331 10262 5201 15 550256 530466 S50258 
2006 331 10262 5201 15 550256 5301166 $50268 
2007 331 10262 520324 550256 5302 57 5502 58 
2006 331 10262 520534 550256 5300 47 5502 58 
2009 331 10262 520743 550258 5236 38 5502 58 
2010 331 10262 520362 550256 523628 550256 
2011 331 10262 523046 550258 5275 35 5502 58 

Ralall No1 
Revenue R w B n U D  

547561 52267 
547561 52267 
547561 52267 
547561 52267 
547561 52267 
547561 52267 
547581 52267 

Relnil Ncl 
Revenue RBVB~YB 

557542 57264 
557542 57264 
557542 57264 
557542 57264 
557642 57264 
557642 57264 
557542 57264 

End UIQAnalySlS Hczting Sosron 
wsourcs A d d m  Arlumsr2 5 tan mplecomcnl Kcncqy 
Avs Monlhly Energy Us0 Ylholeraie Yimolesalo Ylholornls Ne1 Ylhnolo~olo Rclnli Ne! 
KwDllmand Coni Revenue RBYB~YD COO1 R O Y B ~ Y B  RBvBnUO 

2005 106 2464 54863 510766 55666 510766 513323 53163 
2006 1 06 2464 54863 510766 55666 510766 513823 53163 
2007 106 2464 54820 510766 55617 510766 513329 53163 
2W6 106 2464 54370 510766 55767 Si0766 513323 53163 
2W3 105 2464 55021 510766 55716 Si07B6 513928 53163 
2010 106 2464 55072 510766 $5665 510766 513329 53163 
2011 106 2464 55576 510786 551 53 510766 513323 53163 

End Uro Analysis 
W~ICTHODIW 
Avo. MonUlly EnsmY Use Wolsrsie 
Kw Demand 

2005 1155 
2006 1155 
2007 1155 
2W6 1155 
2003 1155 
2010 1 156 
2011 1156 

cor1 
4224 56280 
4224 56260 
4224 583.66 
4224 56452 
4224 56536 
4224 56624 
4224 59486 

(rcsidsnlial) 
Kenaqy 

YlhoIc~oIe Wolarnls Not Ylholatoio 
ROVO~UB RBYO~UO Colt 

516326 510773 516326 
516326 510713 516326 
516926 510667 516326 
516326 110601 516926 
516326 510515 516826 
516325 510423 516326 
516326 53567 516326 

Relall Net 
ROYBOYO Rwenm 

523665 54760 
523665 54760 
523665 54760 
523665 54760 
523685 54760 
523665 54760 
523665 54760 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 20) 

a. 

Refer to Kenergy’s application at Exhibit 5, page 5, line 1 and line 2. 

Provide the calculation for unbilled revenues at December 3 1, 2006 in the amount of 

$7,087,3 16 and at December 3 1,2007 in the amount of $7,971,563. 

b. Provide a description of Kenergy’s billing process that includes a discussion of its meter 

eading routes and billing cycles. 

c. For each meter reading Ioute, state the number of unbilled days included in the 

letemination of unbilled revenues at December 3 1,2006 and December 3 1,2007. 

Response) a) Item 20, pages 2-5 of 5 contain the above referenced information. 

b) Kenergy has non-dedicated and dedicated customer classes. The unbilled 

wenties and power costs on Exhibit 5 ,  page 5, apply only to the non-dedicated customer classes. All 

i f  the dedicated customer classes have an end-of-month meter reading date for both revenue and power 

:ost booking purposes. There are 12 separate monthly billing cycles (see Exhibit 3A, Sheet 163) with 

:ustomer-read meters (except for three-phase bills). The customer submits the meter reading when 

?aying their bill. This results in an approximate two-month lag from usage until the bill is received, 

:is. the January 2,2008 billing is for November 8 through December 8,2007 usage. 

E )  Item 20, page 6 of 6, contains the above referenced information. 

Witness) Steve Thompson 

Item 20 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 21) 

a. 

Refer to Kenergy’s application at Exhibit 5, page 5, line 10 and line 11. 

Provide the calculation for unpaid power costs at December 3 1, 2006 in the amount of 

;3,835,657 and at December 31,2007 in the amount of $3,709,924. 

b. Explain in full detail what “unpaid power costs” represents and how it relates to 

inbilled revenues. 

iesponse) a) 

b) 

Item 21, pages 2-3 of  3, contain the above referenced information. 

Unpaid power costs represents the usages from December 1-31 for non- 

iedicated delivery points, which is not paid until January 251h of the following year. The entire amount 

If the December power bill is “unbilfed” at December 31’‘ (see Item 20, pages 2 and 4) and becomes 

he main basis for the unbilled revenue adjustment. Therefore, it is imperative to consider both 

mbilled revenue and unpaid power cost when adjusting the test year as they are directly connected to 

ichieve an accurate line loss percentage. 

Witness) Steve Thompson 

Item 21 
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I N V O I C E  

BIG RIVERS ELECTRIC CORP P.O.  BOX 24 HENDERSON, KY 42420 

MONTH ENDING 12/31/06 

'0: KENERGY CORP - RURALS 
SndVICE FROM 12/01/06 THRU 12/31/06 

ACCOUNT 005 KE 

COINCIDEXTAL239.754 12/08 7:OO A 

Kw/KwH 
MULT " 

1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 

CQINCIDENTAL 
Kw 

5,670 
6,726 
3,830 
4,251 
1,944 
2,391 
5,463 
4,594 
4,329 
2,955 
6,205 
5,642 
2,888 
6,253 
4,873 
4.082 

L.F. 
COIN. 

52.05 
61.16 
61.31 
65.47 
56.61 
52.87 
54.14 
64.62 
54.88 
64.44 

PREVIOUS 
READING 

PRESENT 
READING KWH 

2,196,030 
3,060,850 
1,746,780 
2,070,420 

818,730 
940,560 

2,200,250 
2.208.990 

DIFF. SUBSTATION 

Adams Lane 
Beda 
Beech Grove 
Bon Harbor 

59378.190 
25709 I 720 
13151.630 
14391.480 
5759 I 990 
8055 I 640 
14093.180 
21633.800 
11086.810 
8909.430 

61574.220 
28770.570 
14898.410 

2196.030 
3060.850 
1746.780 
2070.420 16461.900 

6578.720 
8996.200 

16293.430 
23842 -790 
12854.220 
10326.110 
11719 650 
24056.810 
9694.050 

24400.830 
32016.410 
116697.900 
22769 "220 
11812.590 
16637.650 
10461.830 
259.140 

20393.180 
12610 (I 640 
16647 770 
20782.300 
21584.530 
18378 "340 
32825" 190 
16389.950 
5487.860 

20377.740 
25501 -230 
11337,630 
14991.390 
49735.670 
52099.550 
46998 "750 
13836.520 
10224" 700 
12896.070 
28920" 030 
20991.980 
15758.870 
17745.080 
23581.840 
26354 I 670 
18808.730 

181.330 
23328 "240 

818.730 
940.560 

2200.250 
2208.990 
1767.410 
1416.680 
2790.740 
2339 I 030 
1057.280 
2779,120 
3265.970 
11780 "480 
3436.350 
1419.690 
1803.760 
1297.000 

Caidwell springs 
Centertown 
Crossroads 
Dermont 
Dixon 
East Owensboro 
Geneva 
Guf f ie 
HanSOn 
HaWeSVille 
Horse Fork 
Hudson substation 
Lewisport 
Little Dixie 
Lyon County 
Mace0 
Madisonville 
Marion 
Masonville 
Morganfield 
Niagara 
Nu +olS 
c 1  

.pot 
t--asant Ridge 
Providence 
Race Creek 
Riverport 
Sacramento 
Sebree 
South Dermont 
South Hanson 
south Owensboro 
st. Joe 
Stanley 
Sullivan 
Thruston 
Utica 
Weaverton 
Weberstown 
West Owensboro 
Whitesville 
Wolf Hills 
Yeager 
Zion 

TOTAL 

1;767;410 
1,416,680 
2,790,740 
2,339,030 
1,057,280 
2,779,120 
3,265,970 
2,460,100 
3,436,350 
1,419,690 
1,803,760 
1,297,000 
218,980 

2,435,910 
1,199,450 
3,737,310 
2,626.440 

60.46 8928.910 
55.72 21717.780 
49.21 8636.770 
59.74 21621.710 
90.08 28750.440 
81.00 104917.420 
69.67 19332.870 

10392.900 
6 ;  629 
3,037 
4,571 
3,123 

318 
6,078 
2,281 
8,839 
6,668 
5,411 
5,071 
7,906 
4,646 
5,481 
6,020 
1,335 
3,266 
4,393 
7,640 
15,980 
5,579 
3,240 
2,696 
3,713 
6,914 
5,651 
4,510 
5,754 
4,866 
6,428 
2,630 

44 
6,940 

239,754 

62.83 
53.04 
55.81 
92.67 
53.87 
70.68 
56 ~ 83 
52.94 
51.60 
52 I 54 
59 I 91 
55.55 
49.69 
55.77 
63.95 
54.94 
57.02 
84.15 

14833 ~ 890 
9164.830 
40.160 

17957 ~ 270 
11411.190 
12910.460 
18155 .860 
19507.390 
16396.120 
29301.690 
14469.700 
3461.580 
17880.090 
23324.850 
10002.630 
13127.700 
44952.170 
46624.470 

218.980 
2435.910 
1199.450 
3737.3 10 
2626.440 
2077.140 
1982.220 
3523 .SO0 
1920,250 
2026 "280 
2497.650 
2176.380 
1335.000 
1863 ~ 690 
4783.500 
5475.080 
4151.210 
1533.500 
1196.930 
1488.510 
3117.060 
2248.340 
1876.990 
2357.700 
2414.180 

2; 077; 140 
1,982,220 
3,523,500 
1,920,250 
2,026,280 
2,497,650 

635,200 
1,335,000 
1,863,690 
4.783.500 
5;475;080 46.05 
4,151,210 100.00 
1,533,500 63.62 
1,196,930 59.68 
1,488,510 53.88 
3,11.7,060 60.59 
2,248,340 53.48 
1,876,990 55.94 
2,357,700 55.07 
2,414,180 66.68 
2,841,360 59.41 
1,289,990 65.92 

24,300 73.56 
3,000,430 58.11 

21167.660 
23513.310 
17518.740 
157,030 

20327.810 

2841.360 
1289.990 
24.300 

3000.430 

106,953,840 

ACWAL DEMAND 239,754 Kw TIMES $7.3700000 
DISCOUNT ADJUSTMENT - 186,574 X $.6066688- 

EQUALS$ 
EQUALS$ 

1,766,986.98 
113,188.63- 

1,653,798.35 

2,181,858.34 

2,181,858.34 
_ _ _ _ _ _ "  

SUB-TOTAL $ 

AT $.0204000 EQUALS$ 

SUB-TOTAL $ 

DEMAND AND ENERGY $ 

TOTAL AMOUNT DUE $ 

ENERGY 106,953,840 KWH 

Item 21 
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I N V O I C E  

BIG RIVERS ELECTRIC CORP P.O. BOX 24 HENDERSON, KY 42420 

MONTH ENDING 12/31/07 

TO: KENERGY CORP - R&S 
5. .ICE FROM 12/01/07 THRU 12/31/07 

SUBSTATION 

Adams bane 
Beda 
Beech Grove 
Ron Harbor 
Caldwell Springs 

-Centertom 
Crossroads 

-Dermont 
Dixon 
East Owensboro 
Geneva 
-Guf f ie 
-Hanson 
-Hawesville 
Horse Fork 
Hudson substation 
bewisport 
Little Dixie 
byon County 
Mace0 
Madisonville 

-Marion 
Masonville 
Morganfield 

-Niagara 
NuckolS 

-on*-n 
-F lot 

E. sant Ridge 
-Providence 
-Race Creek 
Riverport 

-+sacramento 
Sebree 

-south Dermont 
South Hanson 
South Owensboro 

-st. Joe 
-Stanley 
Sullivan 

“Thruston 
-utica 
Weaverton 

-Weberstown 
-West Owensboro 
-Whitesville 
Wolf Hills 
Yeager 
Zion 

TOTAL 

COINCIDWAL 
Kw 

4.557 
6,052 
3,201 
3,856 
1,691 
1,935 
4,704 
3,966 
4,359 
2,806 
5,158 
4,869 
2,391 
5,391 
5,478 
4,705 
6,441 
2,657 
3,758 
2,793 
3,778 
5,229 
1,957 
7,808 
6,240 
4,452 
4,215 
6,817 
4,206 
4,507 
5,424 
583 

2,589 
3 I 664 
6,856 
10,653 
4,808 
2,890 
2,880 
2,644 
6,402 
5,048 
3,830 
5,292 
4,361 
5,968 
2,394 

57 
5,378 

211,698 

1,986,460 
3,206,150 
1,735,460 
2,113,700 
865,920 
937,040 

2,299,750 
2,172,360 
2,099,640 
1,503,710 
2,780,260 
2,463,920 
1,137,330 
2,652,680 
3,651,180 
2,440,820 
3,522,510 
1,439,230 
1,809,920 
I, 391,040 
1,891,830 
2,594,150 
1,190,520 
3,900,950 
2,966,060 
2,203,620 
2,047,520 
3,600,880 
2.039.050 

ACCOUNT 005 ICE 

COINCIDENTAL211.698 12/06 7:OO A 

L.F. 
COIN. 

58.59 
71.20 
72.87 
73.68 
68 I 82 
65” 08 
65.71 
73.63 
64.74 
72.03 
72.45 
68.02 
63.93 
71.12 
89.59 
69.73 
73.50 
72.81 
64.73 
66.95 
67.31 
66.68 
61.77 
67.15 
63.89 
66.53 
65.29 
71 I 00 
65.17 
56.79 

PREVIOUS PRESENT K w / m  
READING READING DIFF MULT _. 

87840.860 89827.320 1986.460 1000 
60051.190 63247.230 3196.040 1000 
31624.450 33359.910 1735,460 1000 
39361.670 41475.370 2113.700 1000 
14618.450 15484.370 865.920 1000 
17015.350 17952.390 937.040 1000 
36991.890 39291.640 2299.750 1000 
47220.970 49393.330 2172.360 1000 
32352.100 34451.740 2099.640 1000 
26729.300 28233.010 1503.710 1000 
37795.820 40576.080 2780.260 1000 
47300.010 49763.930 2463.920 1000 
4640.290 5777.620 1137.330 1000 
53293.530 
77340.860 
264502.800 
60840.400 
25919.850 
35887.910 
23200.050 

2852.680 
3651.180 
12348.660 
3522.510 
1439.230 
1809 I 920 
1391.040 

14279.650 
43643.070 
26328.980 
54294.920 
46379.980 
45432.950 
36595.190 
52683.240 
34590.930 
24239.740 1; 904;530 

2,579,660 63.93 45072.530 47652.190 2579,660 1000 

1,362,060 70.72 9175,500 10537.560 1362.060 1000 
1,907,650 69.97 33882.240 35789.890 1907.650 1000 
4,563,460 89.47 107284.850 111848.310 4563 .a60 1000 
4,895,360 61.76 96747.790 101643.150 4895.360 1000 
3,984,570 111.38 96692.990 100677,560 3984.570 1000 
1,560,670 72.58 30762.490 32323.160 1560.670 1000 
1,477.450 68.94 23060.150 24537.600 1477.450 1000 
1,359,150 69.10 27453.700 28812.850 1359.150 1000 
3,172,760 66.61 60709.900 63882.660 3172.760 1000 
2,451,830 65.28 ,43903.250 46355.080 2451.830 1000 
1,973,090 69.25 34849.420 36822.510 1973.090 1000 
2,546,450 64.68 39319.820 41866.270 2546.450 1000 
2,525,150 77.83 49457.990 51983.140 2525“ 150 1000 
2,955,450 66.56 54575.830 57531.280 2955.450 1000 
1,345,210 75.54 29883.330 31228.540 1345.210 1000 

26,950 63.55 390.370 417.320 26.950 1000 
2,785,300 69.61 51641.230 54426.530 2785.300 1000 

643,700 148.35 50894.550 52994.630 2100.080 1000 

110,864,110 

56146.210 
80992.040 
276851.460 
64362.910 
27359.080 
37697.830 
24591.090 
16171.480 
46237.220 
27519.500 
58195 .870 
49346 .Oh0 
47636 570 
38642.710 
56284,120 
36629.980 
26144.270 

1891.830 
2594.150 
1190.520 
3900.950 
2966.060 
2203.620 
2047.520 
3600.880 
2039.050 
1904.530 

1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 
1000 

ACTUAL DEMAND 211,698 Kw TIMES $7.3700000 EQUALS$ 1,560,214.26 
DISCOUNT ADJUSTMENT - 189,504 X $.5905847- EQUALS$ 111,918.16- 

ENERGY 110,864,110 KWH 

SUB-TOTAL $ 1,448,296.10 

AT $.0204000 EQUALS$ 2,261,627.64 

SUB-TOTAL $ 2,261,627.84 

DEMAND AND ENERGY $ 3,709,923.94 

_______I-___-- 

_ _ _ _ _ _ - - _ _ _ _ - -  

Item 21 
Page 3 of3  





1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

”I 2 

13 

14 

15 

16 

17 

18 

19 

2a 

21 

22 

KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 22) 

a. 

Refer to Kenergy’s application at Exhibit 5, page 2, line 3. 

Explain why the adjustments to non-direct revenues and expenses for the “Normalized 

Vholesale Discount Adjustment” are not of equal amounts as the adjustments are for the direct 

evenues and expenses. 

b. 

c. 

d. 

Is Kenergy currently receiving the wholesale discount? 

If no to (b) above, state the date the discount ceased 

If yes to @) above, state the date Kenergy currently anticipates the discount to cease and 

lrovide support for this date. 

tesponse) a) Power cost is passed though to direct served customers on a dollar-for-dollar 

,asis without a billing lag and with no over or under recovery so the direct served W A R  revenue for 

NDA power cost will exactly match power cost in any fiscal period. For the non-direct served tariffs, 

he WnAR credited by Kenergy is based on a rate per KWH calculated monthly based on the monthly 

VDA dollar credit from Big Rivers per KWH. The rate per KWH is then applied to customer usage. 

in over and under recovery mechanism ensures that the correct amount is ultimately an exact pass- 

hrough of the credit from Big Rivers but in any fiscal period there will be a difference between 

evenue and power cost due to the over or under amount and billing lags. The effect on margins has 

been eliminated in the proforma analysis by eliminating the revenue and expense to reflect the 

liscontinuance of the credit fiom Big Rivers. 

b) No. 

c) For usage on or after August 31,2008. 

Item 22 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Witness) a) Jack Gaines 

b&c) Steve Thompson 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 23) 

(me, full-time, seasonal and temporary. 

Provide the number of employees of Kenergy at the following dates, separating part- 

a. September 30,2008. 

b. December 3 1,2007. 

C. December 31,2006. 

d. December 31,2005. 

e December 3 1,2004 

f" December 3 1,2003 

Full Time Part-Time Seasonal Temporary 

9/30/08 154 1 

1213 1/07 155 1 

121.3 1/06 157 1 2 

1213 1/05 161 4 

12/31/04 166 1 12 

12/31/03 162 1 12 

Keith Ellis 

Item 23 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 24) Refer to Kenergy’s application at Exhibit 5, page 7. On this exhibit, $61,279 of test 

rear payroll is designated as “Accounts Receivable.” Provide a discussion of the nature of this amount 

md provide workpapers showing its determination. 

lesponse) There are labor charges to outside parties for Kenergy employee’s time such as 

&stance during outage restoration, meter tampering incidents, vehicle and accident damage. See 

Zxhibit 5, page 70, lines 14-17. Item 24, pages 2-19 of 19, contain the workpapers supporting the 

mounts billed to outside parties. 

Witness) Steve Thomspon 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

[tern 25) 

a. 

Refer to Kenergy’s Response to Staffs First Data Request, Item 28. 

For each amount listed as “OtheI Compensation” for the test year, state the amount 

ncluded in the proforma payroll listed as capitalized, accounts receivable, non-operating and electric 

:xpensed in Kenergy’s application at Exhibit 5, page 7. 

b. 

c, 

State the nature of the other compensation expense reported for each executive officer. 

Discuss how the level of other compensation expense is determined for each executive 

3fficer. 

d. All executive officers except for the President/CEO experienced a decrease in “Other 

Zoompensation” from 2005 to 2006. Explain these decreases. 

e Explain why the President’s “Other Compensation” expense decreased from 2006 to 

2007 

f Excluding the amounts listed as “Other Compensation’’ for executive employees at Item 

28, provide a list of all other compensatiodbonuses paid to all employees during the test year stating 

k e  amounts and accounts to which each compensatiodbonus was charged. Also, provide a description 

>f the nature compensationhonus and a discussion of how the amount was determined. 

Response a) None of the specific amounts are included in proforma labor. There is a total of 

$22,750 representing the vehicle allowance for the CEO included in proforma labor on Exhibit 5, page 

7, line 16, column ,j. The $22,750 would be allocated to the four categories based on the percentages 

shown on lines 18-21, column d of Exhibit 5, page 7 ( is .  capitalized - ,32850909 times $22,750 = 

$7,474. 

Item 25 
Page 1 of 3 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Witness) Steve Thompson 

Xesponse b-f) Item 25, page 3 of 3, contains the above referenced information. 

Witness) Keith Ellis 

Item 25 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 26) 

a. 

Refer to Kenergy’s application at Exhibit 5, page 8. 

Does the proforma annual cost for health inswance as stated at $1,802,475 include the 

)ayment of health insurance premiums paid on behalf of Kenergy’s contracted attorney? 

b. Does the test year annual cost for health insurance as stated at $1,760,401 include the 

)ayment of health insurance premiums paid on behalf of Kenergy’s contracted attorney? 

Xesponse a&b) No. See Exhibit 5, page 8c, lines 5-1 1. 

Witness) Steve Thompson 

Item 26 
Page 1 of 1 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

[tern 27) Refer to Kenergy’s application at Exhibit 5, page 8(d). Provide the annual pension 

:osts for the defined benefit plan for “GREC’ employees hired prior to 1/1/87 for the years 2003,2004 

md 2005, separating the annual costs by service costs, interest costs, return on assets, and net 

amortizations and deferrals. 

Response) Item 27, pages 2-5 of5, contain the above referenced information. 

Witness) Steve Thompson 

Item 27 
Page 1 of 5 



Actuarial Valuation at January 1,2006 - - -- Keuergy Corporation 

Accounting Results 

Assets at Beginning of Fiscal Year 
Fair Value 
Market-related Value 

Liabilities at Beginning of Fiscal Year 
Key Assumptions 
e Interest Discount Rate 

o Compensation Increase 

Accumulated Benefit Obligation 
e 

Active Employees 
Total 

Expected Rate of Return on Assets 

Retirees and Other In-pay Status 
Vested Terminations and Other Deferred Status 

Effect of Future Compensation Increases 
Projected Benefit Obligation 

Cost Components 
Service Cost 
Interest Costs 
Expected Return on Assets 
Amortized and Deferral 
Net Periodic Pension Cost 

Curtailment Cost 
Settlement Cost 
Total Cost 

Reconciliation of Balance Sheet Accruals 
(Accrued)/Prepaid Pension Cost, Beginning of Year 
Net Periodic Pension (Cost)/Income 
Settlement and/or Curtailment (Cost)/Income 
Contributions 
(Accrued)/Prepaid Pension Cos6 End of Year 

Fiscal Year Ending 
12/31/2005 12/31/2006 

2,048,827 1,307,000 
2,048,827 I .  1,307,000 

6.00% 5.50% 
8.00% 7.50% 
4.00% 4.00% 

17,114 16,000 
109,137 110,000 

.... . .. . ... 1,240,000 
2,171,423 1,366,000 

. .. . ~ ..~~.. .. .. 2,045,~172 . . -.'~. 

537,429 659,000 
2.708.852 2.025.000 

52,000 62,000 
143,000 108,000 

(139,000) (98,000) 
92,000 62,000 

148,000 134,000 

0 0 
437,000 02 
585.000 134.0002 

297,000 5,000 
(148,000) (134,000) 
(437,000) 0 

- 293,000 121,0002 
5.000 (8.000)2 \ ,  , 

* Estimated. 

Item 27 
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Kenergy Corporation Actuarial Valuation at January 1,2005 

Accounting Results 

Assets a t  Beginning of F i s c L Y E  
Fair 'Value 
Market-related Value 

Liabilities a t  BePinninP of Fiscal Year 
Key Assumptions 

Interest Discount Rate 

Compensation Increase 

Accumulated Benefit Obligation 

Active Employees 
Total 

Effect of Future Compensation Increases 
Projected Benefit Obligation 

Expected Rate of Return on Assets 

Retirees and Other In-pay Status 
Vested Terminations and Other Deferred Status 

Cost Components 
Service Cost 
Interest Costs 
Expected Return on Assets 
Amortized and Deferral 
Net Periodic Pension Cost 

Reconciliation of Balance Sheet Accruals 
(Accrued)/Prepaid Pension Cost, Beginning of Year 
Net Periodic Pension (Cost)/Income 
Settlement and/or Curtailment (Cost)/hcome 
Contributions 
(Accrued)/Prepaid Pension Cost, End of Year 

2,010,302 
2,010,302' 

6.00% 
8.00% 
4.00% 

Not provided 
Not provided 
Not provided 

1,974,559 

2,048,827 
2,048,827 

6,,00% 
8.,00% 
4.00% 

17,114 
109,137 

2,045,172 
2,171,423 

538,515 
2,513,074 

51,837 
150,430 

(160,353) 
43,889 
85,803 

382,808 
85,803 

0 
0 

297,005 

531,429 
2,708,852 

52,112 
132,188 

(1 26,083) 
74,468 

132,685 

297,005 
132,685 

0 
68,455' 

232,175' 

' Estimated. 

Item 21 
Page 3 of 5 



EMPLOYER'S ACCOUNTING 111-2 

Development of Net Periodic Pension Cost for the Current Fiscal Year 

, Net Periodic Pension Cost is determined according to the provisions of SFAS 87. The Net Periodic Pension 
Cost is the amount to be expensed in the Plan sponsor's financial statements regardless of the amounts funded 
during the fiscal year. 

Fiscal Year Ending Dec 31,2004 

Projected Benefit Obligation at beginning of year ' r  $ 2,513,074 

Market-Related Value of Assets at beginning of year 2,010,302 

Expected Benefit Payments during year 11,785 

_- 

Expected Contributions during year 0 

Service Co,st 

Service Cost at beginning of year $ 48,903 

Interest to end of year 2,934 

Total Service Cost $ 51,837 

Interest Cost 

Interest on Projected Benefit Obligation $ 150,784 

Interest on Expected Benefit Payments (354) 

Total Interest Cost $ 150,430 

Expected Return on Assels 

Interest on Market-Related Value of Assets 

Interest on Expected Benefit Payments 

Interest on Expected Contributions 

$ (160,824) 

47 1 

0 

Total Expected Return on Assets $ (160,353) 

Anzorthations (see next page) 

Unrecognized Transition (Asset)/Obligation $ (24,567) 

Unrecognized Prior Service Cost 18,315 

Unrecognized Net (Gain)lLoss 50,141 

Total Amortizations $ 43,889 

Net Periodic Pension Cost $ 85,803 
- 



EMPLOYERS ACCOUNTMG 111-2 

Development of Net Periodic Pensian Cost for the Current Fiscal Year 

Net Periodic Pension Cost is determined according to the provisions of SFAS 87. The Net Periodic Pension 
Cost is the amount to be expensed in the Plan sponsor's fmancial statements regardless of the amounts funded 
during the fiscal year. 

Fiscal Year Endirrg Dec 31, 200.3 - 
Projected Benefit Obligation at beginning of year s , $ 2,649,518 

Market-Related Value of Assets at beginning of year 

Expected Benefit Payments during year 

1,877,102 

11,850 
Expected Contributions during year 0 

Service Cost 

Service Cost at beginning of year 

Interest to end of year 

$ 59,398 

3,267 
~ 

Total Service Cost $ 62,665 - 
Iirterest Cost 

Interest on Projected Benefit Obligation $ 145,723 

Interest on Expected Benefit Payments (326) 

Total Interest Cost $ 145,397 

Expected Retririr on Assets 

Interest on Market-Related Value of Assets $ (150,168) 

474 Interest on Expected Benefit Payments 

Interest on Expected Contributions 0 

Total Expected Return on Assets $ (149,694) 

Antortizatiorrs (see iiextpflge) 

Unrecognized Transition (Asset)/Obligation $ (39,233) 
Unrecognized Prior Service Cost 18,315 

Unrecognized Net (Gain)/Loss 77,401 

Total Amortizations $ 56,483 

Net Periodic Peitsioii Co,st $ 114,851 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

[tern 28) 

‘Director Insurance” is stated at $23,881. 

Refer to Kenergy’s Response to Staffs First Data Request, Item 30, page 70. Test Year 

a 

b. 

Provide a description of this insurance. 

Provide a list of the names of the directors covered by this insurance. 

Response a&b) This expense is for directors and officers liability insurance premiums. 

Witness) Steve Thompson 

Item 28 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFOFWATION 

2008 RATE APPLICATION 

tern 29) Refer to Kenergy's Response to Staffs First Data Request, Item 16 and Item 30, page 

10. At Item 16, Kenergy states that the monthly meeting fee paid to directors was decreased from 

;650 to $300. At Item 30, page 50, total test year directors' monthly meeting fees are stated at 

172,600. Explain why an adjustment decreasing test year expenses by $33,000, as calculated below, 

vas not made by Kenergy to account for the decreased meeting fees. 

New Meeting Fee $300 

Times: 11 Directors 11 

12 Months 2 

Proforma Meeting Fees 39,600 

Less: Test Year (72.600) 

Adjustment ($33.000) 

tesponse) This adjustment was an oversight during the preparation of the application. 

Witness) Steve Thompson 

Item 29 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 30) 

a. 

Refer to Kenergy’s Response to Staff‘s First Data Request, Item 31 

Listed here are $55,621.01 in test year expenses reported in Account 426 related to 

Ionations, Civic Activities and “Spouse Expense.” Confirm that the amounts listed in Item 3 1 include 

111 test year expenses for these activities and that there are no other related expenses reported in any 

Ither revenue or expense accounts. 

b. Describe the accounting processes employed by Kenergy to ensure that these expenses 

ire fully and properly reported in Account 426 

Response) a) To the best of my knowledge and belief, Kenergy has reported payments for 

:haritable, social or community welfare purposes in Account 426.100 - Donations. Kenergy has made 

m interpretation of the Uniform System of Accounts that payments made for “economic development 

iurposes” be charged to Account 930.200. See response to Item 30, pages 6-8 of the PSC First Data 

Zequest. This interpretation was addressed at the public hearing in Case No 2003-00165, and the final 

irder was silent on this issue. 

b) The list of next year’s budgeted Account 426.100 and 930.200 amounts is 

;ubmitted to the CEO by the Member Services department and approved by the Board as part of the 

,vera11 budget. During the year, requests from outside agencies for Account 426.100 or 930.200 

jayments are routed to the Member Services department or the CEO. (A purchase order is required for 

d1 items over $1,000.) The documentation is then sent to the Accounts Payable Clerk If the required 

supervisor approval and budget codes are noted, the invoice is paid and filed by control number. A list 

s updated each month comparing budgeted Account 426.100 amounts to actual expenditures and sent 

Item 30 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

to the Board. Monthly budget reports comparing actual to budget are submitted to each department 

head with explanations required for variances exceeding established criteria.. The monthly sumrnary of 

checks written by account number is reviewed by the Vice-president of Finance and the CEO. 

Witness) Steve Thompson 

Item 30 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 31) 

a. 

Refer to Kenergy’s Response to Staffs First Data Request, Item 34, page 2. 

Describe the “Retirement Plan” shown in column (c) and provide a summary of the 

egal work performed on the “Retirement Plan.” 

b. Provide a comparative analysis of the annual expenses for the amounts shown for each 

:ontracted service listed in columns (g) and 6 )  for the years 2003,2004,2005,2006 and 2007. 

lesponse) a) The “Retirement Plan” shown in column (c) is the “Kenergy Corp. Savings and 

Zetirement..plan”, a contribu.tion retirement Plan with a 401.(lq  option^ ~ Duiing oiif . ~ U . a l  

tudit, a discrepancy was discovered by our auditing firm between Kenergy’s contributions into each 

mticipant’s account based on compensation and the plan’s definition of compensation. An attorney 

Mho specializes in ERISA law was retained, on the advice of our plan sponsor, to clarify the definition 

md provide counsel should the IRS question the auditor’s findings. The attorney modified the 

anguage of the plan definition and the matter was settled. 

Witness) Keith Ellis 

b) - 2007 2006 - 2005 2004 2003 

3ther 18,536.37 14,842.00 9,975.00 (1) (1) 

3eneral Ledger 
:Dorsey, King) 34,069.93 38,794.00 37,976.79 52,365.00 35,360.00 

‘1) Information not available without extensive staff time to compile information from invoices stored 
n vaults. 

Witness) Steve Thompson 

. 

Item 3 1 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Ltem32) Refer to Kenergy’s application at Exhibit 5, page 7(e) and page 11. On page 11, 

<energy calculates “Outside Vendor Storm Repair Expense” using a 13-year average. In support of its 

:alculation, it references the portion of a previous Commission Order included in its application at 

,age 7(e). However, that Commission Order finds that an average of I O  years is the appropriate 

nethod. Explain why Kenergy proposes an adjustment based upon a 13-year average when the 

zommission’s previous practice has been to use a 10-year average. 

~.. .~...~~...~... .~..~ .. ~~.~ ~ ~ ~ . . ~ .  . - ... -. ..~. .... . . . ~~~ . . .~ .  .. .. ... ~...~. .. ~ . ~ . ~ . ~ .  ~ ~ ~ ~ . . ~  ..~. ~~. . ..~. .,~. .. ~ . .  .~ .. ~ ~~ 

Response) 

ourposes of normalizing major storm expense, the longest period available should be utilized. 

Kenergy feels the number of years used should not be restricted to a 3, 5, 10 or 15. For 

Witness) Steve Thompson 

Item 32 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 33) 

a. 

Refer to Kenergy’s application at Exhibit 5, page 12. 

At Exhibit 5, page 12, Kenergy’s test year Gross Plant in Service is stated at 

;202,842,778. This plant amount is not consistent with Kenergy’s annual financial report submitted to 

he Commission for the year ended 2007, where Kenergy reported a balance for Gross Plant in Service 

)f $224,786,799. Reconcile the Plant in Service stated at Exhibit 5, page 12, in the amount of 

;202,842,778 to the Plant in Service stated in Kenergy’s 2007 annual report in the amount of 

;224,786,799. 

b. At Exhibit 5, page 12, test year depreciation expense is stated at $7,027,484. At Exhibit 

1, page 2, test year depreciation expense is stated at $7,415,078. Reconcile these two amounts. 

lesponse a & b) The adjustment on Exhibit 5, page 12, includes only the distribution plant 

tccounts. The difference in both cases above represents the General Plant Accounts 389-398 and 

103.700. 

Witness) Steve Thompson 

Item 33 
Page 1 of 1 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Item 34) Refer to Kenergy’s application at Exhibit 5, page 12(a). The USDA letter states that the 

approved depreciation rates will terminate on December 31,201 1 and that, upon termination, Kenergy 

will be required to either revert back to depreciation rates that fall within the ranges established by 

RUS Bulletin 183-1 or submit an updated depreciation study supporting alternative depreciation rates. 

a. Does Kenergy contemplate that it will revert back to rates that are within the ranges 

prescribed by RUS or that it will update its depreciation study and request different rates? 

b. Will Kenergy seek approval of new depreciation rates from RUS prior to requesting 

Commission approval? 

Response) Kenergy plans on updating its depreciation study and, if new rates are recommended, 

will seek RUS approval first, then Commission approval either in the next rate proceeding or a special 

proceeding, if necessary, before implementing the new rates. 

Witness) Steve Thompson 

Item 34 
Page 1 of 1 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 35) Refer to Kenergy’s Response to Staff‘s First Data Request, Item 34, which lists two 

ases Kenergy brought before this Commission -- Case Nos. 2007-001648and 2007-00126. In both 

ases, the Commission approved changes to Kenergy’s tariffed rates that went into effect during the 

est year. Explain why no adjustments were made to test year operating revenues to annualize the test 

rear revenues generated by these tariffed rate changes. 

iesponse) Kenergy did not have any customers utilize the Real-Time Pricing or Renewable 

Cesource Energy Service Rider during the test year 

Witness) Steve Thompson 

Item 35 
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KJXNERGY COW. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 36) 

a. 

Refer to Kenergy's Response to Staffs First Data Request, Item 35(b). 

The final cost of Case No. 2006-00369 is stated at $67,622, State the portion of this 

:ost that was expensed when incurred and the amount that was deferred for amortization. 

b. State the amount of amortization expense included in test year expenses for the 

unortization of the costs of Case No. 2006-00369. 

Zesponse) a) 

b) 

Kenergy expenses rate application costs in the year incurred. 

Kenergy expensed $6,373 during the test year. See PSC First Data Request, 

tem 34, page 7, line 24. 

flitness) Steve Thompson 

Item 36 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 37) Refer to Kenergy’s application at Exhibit 5, page 4, line 9, column (v), The reference 

;iven for this adjustment is Exhibit 5, page 9. State specifically where ,on Exhibit 5, page 9, the 

idjustment can be found. 

tesponse) 

ldjustment Recap”. 

Please refer to the bottom right hand comer of Exhibit 5 ,  page 9, with the caption “To 

Witness) Steve Thompson 

Item 37 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 38) 

re reported at $51,814 which includes the aceounts shown below. 

Refer to Kenergy’s application at Exhibit 5, page 1 Non-Operating Margins - Other 

Revenues from Merchandising, Jobbing and Contract Work 

Expenses from Merchandising, Jobbing and Contract Work 

Income from Non-Utility Operations 23,908 

Miscellaneous Non-operating Income 1.365 

Total 

a 

$224,332 

(1 97,790) 

Provide a current copy of Kenergy’s cost allocation manual (“CAM”) used to make 

llocations to the accounts listed above 

b. Provide the general ledger detail for all the accounts shown above. This detail should 

how separately all entries made to these accounts with a description of each entry which clearly 

lescribes the nature of the entry and demonstrates that each entry is properly classified in the account 

o which it was charged. Also, this detail shall include a specific reference to where the allocation 

actors used to determine each allocation entry can be found in the CAM provide in (a) above. 

Xesponse) a) Item 38, pages 3 - 22 of 43, is a copy of Kenergy’s CAM that was submitted to 

he Commission for filing in December 2005. This CAM was not required to be filed under Icentucky 

aw because revenue did not exceed the amount set forth in KRS 278.2203(4)(a). However, ICenergy 

iled it to address concerns by Rural Utilities Service (RIJS) that capitalization of certain costs was not 

n accordance with RUS’ Uniform System of Accounts. Also, as stated in the Introduction on page 1 

Item 38 
Page 1 of 4.3 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

,f the CAM, Kenergy was modifying its accounting system to track the costs of serving its customeIs 

served direct from its transmission lines. 

Page 6 of the CAM is titled “Non-Regulated Products and Services.” Listed are 

Seothermal System Sales, Long DistancdDial-Up Internet and Surge Protection. Kenergy no longer is 

3 commissioned agent for Long DistancelDial-Up Internet sales, although it continues to Ieceive 

;ommissions for previous work These commissions are included in Non-Operating Margins - Other, 

as shown in Kenergy’s application at Exhibit 5, page 1 Kenergy continues to engage in Geothemal 

System Sales and Surge Protection leases, which are activities related to Kenergy’s sole purpose of 

distributing electric energy. 

Witness) Steve Thompson 

b) See response to (a). The general ledger detail is provided as Item 38, pages 23 - 

43 of 43. 

Witness) Steve Thompson 

Item 38 
Page 2 of 43 



KENERGY COW. 

COST ALLOCATION MANUAL (CAM) 

DATE STJBMITTED: DECEMBER 2005 

NOTE: These changes have been applied for the entire 
calendar year 2005. I 

Item 38 
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INTRODUCTION 

The Commonwealth of Kentucky General Assembly enacted KRS 278.2205 during the 
2000 regular session. The Kentucky Public Service Commission requires that all utilities 
providing nonregulated activities, either directly or through an affiliate to keep separate 
accounts and allocate costs to ensure that regulated ratepayers do not subsidize the 
nonregulated activities. This law requires utilities that meet certain revenue levels to file 
a cost allocation manual to identify the method for segregating costs between regulated 
and nonregulated activities. 

The Kentucky Public Service Commission also directed Kenergy to modify its 
accounting system to track the costs of serving its customers served direct fkom 
transmission lines. 

The Uniform System of Accounts - Electric (RUS Bulletin 1767B-1) requires utilities to 
allocate certain costs to construction and retirement of electric plant activities. 

This manual is an indexed compilation and explanation of Kenergy’s cost allocation 
policies and procedures. 

Item 38 
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DEFINITIONS 

Affiliate - A person that controls or is controlled by, or is under common control with a 
utility. 

Arm’s Length - The standard of conduct under which unrelated parties, each party 
acting in its own best interest, would negotiate and carry out a particular transaction. 

Control - The power to direct the management or policies of a person through 
ownership, by contract, or otherwise. 

Cost Allocation Manual (CAM) -Indexed compilation and documentation of a 
company’s cost allocation policies and related procedures. 

Cost Allocations -The methods or ratios used to apportion costs. A cost allocator can 
be based on the origin of costs, as in the case of cost drivers; cost-causative linkage of an 

~ . . indirect natur.e;.or one or more overall factors (also.known.as.-generalLal1ocators)i--------.- 

Common Costs - Costs associated with services or products that are ofjoint benefit 
between regulated and non-regulated business units. 

Cost Driver - A measurable event or quantity which influences the level of costs 
incurred and which can be directly traced to the origin of the costs themselves. 

Direct Costs - Costs that be specifically identified with a particular service or product. 

., : 
i : , . . :  . .  . /  

. .  . 

Distribution Cooperative - A utility formed under KRS Chapter 279 that provides retail 
electric service. 

Electric-Consuming Facilities - Everything that utilizes electric energy from a central 
station source. 

Facility - Includes all property, means, and instrumentalities owned, operated, leased, 
licensed, used, furnished, or supplied for, by, or in connection with the business or any 
utility. 

Fully Distributed Costs -The sum of the direct costs plus an appropriate share of 
indirect costs. 

Generation 6r Transmission Cooperative (GGrT) - A utility formed under KRS 279 
that provides electric generation and transmission service. 
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Global Costs - Costs that do not have a specific identifiable causal relationship with a 
particular activity, but apply to all activities. 

Incidental Treatment - A utility may report an incidental nonregulated activity as a 
regulated activity if (a) the revenue from the aggregate of the total of the utility’s 
nonregulated incidental activities does not exceed the lesser of two percent (2%) ofthe 
utility’s total revenue or one million dollars (%l,OOO,OOO) annually; and (b) the 
nonregulated activity is reasonably related to the utility’s regulated activity. 

Indirect Costs - Costs that cannot be identified with a particular service or product. This 
includes, but not limited to overhead costs, administrative and general, and taxes. 

Kentucky Public Service Commission (PSC) (Commission) - State regulatory body 
governing the rates and practices of utilities. 

Net Book Value - The book cost, as defined by the uniform system accounts, reduced by 
related provisions for accumulated depreciation, depletion, or amortization and adjusted 

-for--an-unamortized-plantacquisition-adjustment~~~elated-.to-the-asset.-~-~-~~.-~-~~~- 

Nonregulated Activity -The provision of competitive retail gas or electric services or 
other products or services over which the Commission exerts no regulatory authority. 

Person -Includes natural persons, partnerships, corporations, and two (2) or more 
persons having a joint or common interest. 

Prevailing Market Pricing - A generally accepted market value that can be 
substantiated by clearly comparable transactions, auction or appraisal. 

Rate - Means any individual or joint fare, toll, charge, rental, or other compensation for 
service rendered by any utility, and any rule, regulation, practice, act, requirement, or 
privilege in any way relating to such fare, toll, charge, rental, or other compensation, and 
any schedule or tariff or part of a schedule or tariff thereof. 

: ,  

Regulated Activity - A service provided by a utility, the rates and charges of which are 
regulated by the Cornmission. 

Retail Electric Service - Electric service furnished to a consumer for ultimate 
consumption. 

Service -Any practice or requirement in any way relating to the service of any utility, 
including the voltage of electricity, the heat units and pressure of gas, the purity, pressure, 
and quantity of water, and in general the quality, quantity, and pressure of any 
commodity or product used for or in connection with the business of any utility. 
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' Shared Services - Those centrally-managed services that benefit both the utility and its 
affiliates/divisions. 

Solicit - To engage in or offer for sale a good or service, either directly or indirectly and 
irrespective of place or audience. 

Subsidize - The recovery of costs or the transfer of value Goni one class of customer, 
activity, or business unit that is attributable to another. 

USoA -Uniform System of Accounts - A system of accounts for public utilities 
established by the Rural IJtilities Service (RUS) of the United States Department of 
Agriculture and adopted by the Commission. 

Utility - A natural person, partnership, or corporation (except a city) who owns, controls, 
operates or manages a facility in connection with the generation, production, 
transmission, or distribution of electricity to or for the public, for compensation, for 

...lights heat,-power,-or-other..uses; -________,-"___ I ~ 

Utility Revenue - Operating electric revenue as reported on RLJS FOMI 7, Page 1, Line 
1. 

Wholesale Electric Service -Electric service generated or purchased and furnished to a 
retail electric company or another wholesale electric company for further distribution. 

. :. . 
::,:.: j 
,.. , 
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REGULATED PRODUCTS AND SERVICES 

Distribution of electricity to approximately 53,000 customers served from distribution 
voltages 

Distribution of electricity to 19 customers served from transmission voltages 
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NON-REGULATED PRODUCTS AND SERVICES 

Geothermal System Sales 

Kenergy is a wholesale distributor of geothermal systems for Climate Master, selling directly to 
contractors. Additionally, Kenergy purchases the associated pipe for these installations from 
GSC, Inc. Installation of geothermal systems is one demand side management technique used on 
the system. 

Lonc DistancclDial-Up Internet 

K,energy is a commissioned agent for three long distance telephone companies: TouchTone 
Communications, PowerNet Global Communications and Cinergy Communications. 
Additionally, K.energy is a commissioned agent for the sale of dial-up Internet service for 
PowerNet Global Communications and Cinergy Communications. As such, Kenergy is 
responsible for marketing and selling these services. 

--~..___I Kenergyuses _I ______I.__...._.. its fiber optic system for company-communications .--..~._I..~-.-~._I...I ~-~ between I ..... l.ll locations. I ____I_..... This ~ 

includes telephone, SCADA, computer networks and the AS400. Additionally, Kenergy utilizes 
existing fiber assets to provide high-speed Internet services to customers. 

Surge Protection 

Kenergy leases meter base surge protection devices designed to protect major appliances. 
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NATURE OF TRANSACTIONS 

From the Utility to the AffiliatelDivision 

Goods, services and use of assets provided by the regulated utility to the nonregulated 
affiliate/division shall be at the tariffed rate. Non-tariffed items shall be priced at the N l y  
distributed cost or prevailing market price, if available, whichever is greater. 

The transfer or sale of assets by the utility to the nonregulated affiliate shall be priced at the 
greater of the utility's net book value or prevailing market price, ifavailable. 

Goods or services provided by a regulated utility to an affiiated regulated utiliw shall be priced . .  at.fu&-dlshbuted.cost ._-"_-_I_ ,- _____- -..._-..___..___r-. ---- 

From the AffiIiatelDivision to the Utility 

Goods, services and use of assets provided to the regulated utility by the nonregulated 
affiliate/division shall be priced at the lower of the affiliate's fully distributed cost or prevailing 
market price, if available. 

The transfer or sale of assets between regulated affiliates shall be at net book value. 

I 
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Cost Allocation Methodologies 

The cost allocation guidelines provided in this document are designed to allocate costs between 
constructiodretirement, non-regulated and regulated customers served from distribution 
voltages, and regulated customers served direct from transmission voltage,. After they are placed 
into effect, these allocation procedures will provide a reasonable, but not exact, allocation of 
costs to the various activities. 

It is the intent ofthis manual to minimize the amount of costs to be allocated and to provide 
reasonable and simple allocation procedures when certain costs are to be allocated. Therefore, 
costs will be directly assigned to the activities at all times possible. Labor activity codes will be. 
the primary means for determining what activity is involved and time reporting procedures will 
be maintained in one-half hour increments. Common costs or costs which cannot be directly 
assigned will be allocated to the activities on the basis of a rational methodology consistent with 
commonly used measures of cost causation, except for the items specified by the Rural Utilities 
Service that are not to be allocated to construction and retirement activities. These allocation 
methods to be applied to common costs are the fallowing ones: 

Number of Accounts 

Costs allocated under this method will be allocated proportional lo the number of accounts that 
are served. 

. " _____-.__ ...- . ."_I_  ̂ , 

. , , .  . : . .  :. 
, ' :i . . .  .. . 

Direct I,abor Dollars 

Costs will be allocated proportionally to the number of direct labor dollars recorded for each 
activity. 

Direct Material Dollars 

Cost will be allocated proportionally l o  the amount of direct material dollars recorded for each 
activity. 

Direct Labor Hours 

Costs will be allocated proportionally to the number of hours worked on each activity. 

Net Plant 

Costs will be allocated proportionally on the basis of net plant. 

Global Allocator on Direct Expenses 

Costs are allocated proportionally based on net revenue or total dollars involved. 
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Work Space Size 

Costs will be allocated proportionally based on the size of the workspace devoted to a particular 
activity. 

Number of Miles Driven 

Costs will be allocated based proportionally on miles driven. 

Numbers of Hours Used 

Costs will be allocated proportionally on hours logged for each piece of machinery. 

Number of Equipment Units 

Costs will be allocated based on number of equipment units devoted to a particular activity. 

Revenue Dollars 

Costs will be allocated based on the Revenue Dollars produced by each activity. 

Income Dollars 

Costs will be allocated based on income recorded for each activity. 

Amount of Investment 

.__.___.--".____^___I I -_____,--,.___. 

J 

Costs will be allocated based on dollars invested in a particular activity. 
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ACCOUNT NUMBERS 
1 

DESCRIPTION ACCOUNT BASIS FOR ALLOCATION 
Allocated to All Applicable Activities: 

Stores 
Transportation 
Payroll Taxes 
Properly Taxes 
PSC Taxes 
Heallh. Life, Disability Insurance 
Pension Plans 

Not Allocated to ConstNctionlRetirement: 
Billing 
Advertising - General 
C&I Program 
Office SupplieslGeneral Expenses 
Outside Services 
Public Relations 
Board of Directors 
Misc General Expenses 
Building/Grounds (including building depreciation) 
Administrative & General Salaries 

-..Regulatory.Commission. Expenses ..I 

'163 ODD 
184 100 
184.408 
'184 407 
'184.409 
184.926 
184,927 

903.000 
930 '100 
912.000 
921.000 
923.000 
913.000 
930,210 
930.200 
935,000 
920.000 

.928.000- 

Direct Material Dollars 
Miles Driven or Std Account Allocation 
Direct Labor Dollars 
Net Book Value of Plant 
Revenue Less 1/2 of Power Cost 
Direct Labor Dollars 
Direct Labor Dollars 

Number of Total Active Accounts Billed 
Number of Total Aclive Accounts Billed 
Number of Commercial Aclive Accounts Billed 
Global Allocalor (Revenue $) 
Global Allocator (Revenue $) 
Number of Total Active Accounts Billed 
Global Allocator (Revenue $) 
Number of Total Active Accounts Billed 
Direct Labor Hours 
Direct Labor Hours 
Global Allocator-(Revenue $)---- - 
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ADOPTION STATEMENT 

Kenergy Corp. certifies that a Cost Allocation Manual (“CAM”) has been developed, pursuant to 
KRS 275.2205 as required in Hause Bill 597. The “CAM” was approved by management and 
placed in effect on .January 1,2002 and includes amendments through December 2005. 
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P.0 Box 1383 4 31 11 Faiwiew Drive 
Owensborn. Kentucky 42302-1 389 

(270) 926-4 141 + FAX (270) 685-2279 
(SW) 844.4732 

x 

EXCERPT FROM THE MINUTES OF A MEETING OF 
THE BOARD OF DIRECTORS OF K E N E R G Y  CORP. 

ON NOVEMBER 9, 2004 

WITNESSETH: THAT WHEREAS t h e  Kentucky Public Service Commission has  
expressed  an  interes? in developing guidelines for electric cooperat ives  under  its 
jurisdiction t o  follow with respec t  to  non-regulated businesses ,  and 

WHEREAS. t h e  electric cooperat ives  in Kentucky, in t h e  spirit of cooperative,  
have  met through a representative commit tee  with members  of th.e staff  of said 
Commission in a n  efforr  to reach an  ag reemen t  relative t o  the  development  of 
voluntary guidelines thus  eliminating t h e  necess i ty  for t h e  initiation of an 
administrative c a s e ,  and 

l_~___~-~l. I ___^ - 
W.HEREAS-~--the-'esmmtsslon and  t h e  representative ' commit tee  of the  I 

jurisdictional electric cooperatives in Kentucky h a v e  reached agreement  relative t o  said 
guidelines, and  

i WHEREAS, formal action is required by t h e  board of directors of e a c h  of the  
jurisdictional electric cooperatives with r e spec t  t o  t h e  adoption of t hese  voluntary 
guidelines. 

NOW, THEREFORE, BE IT RESOLVED, t h e  board of directors of Kenergy Corp. 
voluntarily adop t s  t hose  agreed upon guidelines hereinafrer sei forth below: 

NON-REGULATED BUSINESS GUIDELINES FOR COOPERATIVES 
Sep tember  1 ,  2004 

Electric cooperat ives  are unique in many w a y s .  Unlike investor-owned utilities, co-  
o p s  are  not-for-profit and owned  by t h e  people  they  serve.  They a re  strongly 
commit ted t o  improving their member ' s  quality of life and contributing to  the  
prosperity of Kentucky communities. 

Cooperatives are  governed by a representat ive Board of Directors, elected a n d  held 
accountable  by t h e  membership under  Kentucky law, Chapter 279. Those  
directors h a v e  a responsibility t o  conduct ,  t h e  co-ops '  business in a prudent,  
efficient and  effective manner. 

In s o m e  c a s e s ,  co-ops under t h e  jurisdiction of t h e  Kentucky Public Service 
Commission may choose  to  s t a r t  bus inesses  t h a t  fall outs ide of t ,he regulated 
arena.  In t h o s e  instances,  co-ops recognize their  responsibility t o  their member-  
owner s ,  and voluntarily agree t o  The following guidelines.  
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,/ 
i 

I .  Every cooperative board o f  directors shall be aware of ,  and comply wi th 
Kentucky statutes and regulations applying to  non-regulated business activities. 
This includes the financing of non-regulated businesses, and the issuance of 
securities. 

Before entering into a non-regulated business, cooperatives shall sufficiently 
determine member need, support or interest in that activity. 

Cooperatives shall develop a detailed business plan before entering into any 
non-regulated activities. As a minimum requirement. the business plan shall 
include a strategic plan, financial expectations, and porential exit  strategy. 
Clear measures for success, goals and objectives, and market research data 
should also be included but  are not  required. 

Cooperatives shall'annually report to  i t s  member-owners, the nature o f  the non- 
regulated business, i t s  financial s ta tus  and future expectations, as well as any 
other information deemed appropriate by t h e  Board of Directors. The RECC 
must file with the Commission a balance sheet and income statement for each 
non-regulated business if the cooperative has established _)_..~....I I --.. a separa_tesybs.idiary.-.-.--.--. ------ 

conducted within the cooperative, .then filing with the Commission of a 
sratement o f  revenues and expenses for each non-regulated business would be 
required. The information t o  be  filed wi th the Commission shall be filed 
simultaneously wi th the PSC annual report. The cooperative may request 
confidentiality for any information it deems proprietary or competitive. 

2. 

" # J 
3. 

4. 

.- toc ... i t s . -~non- regu la ted - - -ac t i v i t i es -~~~~ '~ l~~~~e~ 'A€CC s non-regulated activities are i 

i 

I, Debra Hayden. Assistant Secretary, hereby 
certify t h a t  the foregoing is a true and correct 
excerpt excerpt f rom t h e  minutes o f  a meeting 
,q the  board of directors on November 9, 2004. 

~%?. l&J 
Assistant SecreAry 
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Unll8d SIa1.s h p a g m m t  of Agrlcultun 
Rural Owelopmen1 

Rural Businesr%DopeIalkm Service - Rural Housing Ssrvice * RUIal U W e s  Service 
Washington. DC 20250 

AUG 1 5  2005 

Mr. Mark A. Bailey 
President and CEO 
Kenergy Corporation 
P. 0. Box 18 
Henderson, Kentucky 4241 9-001 8 

Dear Mr. Bailey: 

Kenergy developed and adopted a cost allocation manual (CAM) in 2002., The adoption 
of this CAM had a major impact on the types and amounts of costs capitalized to the 
construction work in progress-accownt---RUS--knawiedge-of..Kenergy~s..~AM comes 
the 2002 audited financial statements and a visit to Kenergy on March 30, 2005 by field 
accountant Anthony S. Bunch. RUS makes the following recornmendations to Kenergy 
in regards to its capitalizing of costs: 

~ ~ ~ ________ , 

1, Stores expenses are capitalized through account '163. The allocation procedures 
using the CAM are the same as before theCAM was implemented. Therefore, 
RUS takes no exception to the current method used in allocating stores 
expenses. 

2. Transportation expenses are capitalized through account ,184. The allocation 
procedures using the CAM are the same as before the CAM was implemented. 
Therefore, RUS takes no exception to the current method used in allocating 

3. General plant depreciation is charged to account 184.403 and is then allocated 
based on direct labor hours resulting in a,pproximately 37 percent of the total 
general plant depreciation being capitalized in 2004. Although RUS accounting 
interpretation # 132 allows for general plant depreciation to be capitalized, a 
more appropriate allocation method, which more properly correlates the 
relationship between the general plant items and construction, should be 
implemented. There must be a direct relationship bebeen the general plant item 
and constni,ction. Specific identification of the general plant items used by the 
construction 'department would be one su,ch method. 

transportation expenses. I 

, 
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4. Property taxes are charged to account 184.407 and are allocated based on asset 
value. For 2004, less than 2 percent of property taxes were capitalized., Any 
property taxes capitalized must have a clear and demonstratable relationship to 
construction work in progress., Generally construction of distribution plant takes 
place over such a short time-span that is not taxed by the local taxing authority 
until it'is placed in service. 

5. Miscellaneous operating costs are accumulated in account 184.588 and are 
allocated based on direct labor hours. These costs relate to communications and 
include an amount for labor and benefits of certain Kenergy employees and 
telephone related costs. For any Kenergy employee who charges labor to 
construction, a daily time sheet should be maintained or the labor should be 
charged based on a time study. For allocating telephone related expenses, 
direct labor hours are not an appropriate allocation basis. A direct relationship 
must be demonstrated. 

6. General management and supervisory costs are charged to account 184.920 and 
allocated based on direct labor hours. These costs are primarily labor and 
benefits of certain Kenergy employees including the CEO. For any employee 
who charges labor to construction on an indirect basis, a valid time study, which 
supports the charges, should be in place, Generally only the first line 

~ supe~isnrs.,time_is.allocated_to..the~co~st~u.ctio~..p~.o.je~c~,~~ ~ 

7. Ofice equipment and su,pplies are accumulated in account '184.,921 and 
allocated based on revenue dollars resulting in approximately 23 percent of these 
costs being capitalized during 2004., While the RUS Work Order Procedure, 
Bulletin 17678-2, paragraph 7.1 "'7 allows office expenses to be capitalized, these 
costs must be directly related to the cbpstruction project., 

revenue dollars. These costs are primarily the labor and benefits of a Kenergy 
employee in the printing department For these costs to be capitalized a direct 
relationship between the employee's work duties and the construction process 
must be established and daily time sheets prepared accordingly. Generally 
these costs are not capitalized. 

9. Outside seivice expenses are accumulated in account 184 923 and allocated 
based on revenue dollars. Some of the charges to this account are recruiting 
services, attorney insurance, consulting, internal audit fees, and auditing fees. 
None of these costs have any relation.ship to construction; therefore none of the 
costs allocated from 184.923 should be capitalized. 

allocated based on direct labor dollars. Primary charges to this account are the 
labor of administrative personnel. A relationship between this cost and the 
construction process does not appear to exist; therefore none of these costs 
should be capitalized. 

11. General accounting charges are accumulated in account '184.925 and allocated 
based on revenue dollars. The charges consist primarily of accounting 
department personnel labor and benefits. While portions of certain accounting 
costs such as the work order clerk are acceptable for being capitalized, either 
daily time sheets or a valid time study should be maintained. 

.- 

"i 

. 1 .  

.I 

8. Printing costs are accumulated in account 184.922 and allocated based on 

10. Business insurance expenses are accumulated in account 184.924 and are 
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12. Human resource charges are accumulated in account 184.929 and allocated based on 
direct labor hours. During 2004, approximately 37 percent of this account was 
capitalized. These charges consisted of administrative personnel labor and benefits 
and miscellaneous benefits of employees, including uniforms, towels, and break room 
supplies. There does not appear to be a relationship between most of these charges 
and the construction process. Therefore, a more appropriate allocation basis that 
more properly results in capitalizing directly related costs should be developed. 
Generally these are period costs. 

13.Baard of directors expenses are accumulated in account 184.931 and are allocated 
based on revenue dollars. This resulted in approximately 22 percent of these costs 
being capitalized during 2004.. Clearly, there is no relationship between the 
construction process and the board expenses. Therefore, none of these costs should 
be capitalized. 

14. Building and grounds expenses are accumulated in account 184.935 and are allocated 
based on direct labor hours, which resulted in 37 percent of these costs being 
capitalized during 2004. The charges consisted of maintenance personnel labor and 
benefits, depreciation of structures and improvements, insurance, electricity, property 
taxes, and other miscellaneous types of building maintenance. While some of the 
expenses related to the materials warehouse may be charged to account 163 and 
subsequently capitalized. most of these charges are simply maintenance charges and 

~ should ^^ not be capitalized, ~ _-"-".____.-"-I- - 
15. Other administrative and general expenses q accumulated in account ,184.940 and 

are allocated based on revenue dollars. These charges include member service 
personnel labor and benefits, annual meeting expenses, and capital credit retirement 
expenses. Clearly there is no relationship between these items and the construction 
process. Thus, none of the casts should be capitalized. 

Because of the conditions attached to your most recent loan approval, advances cannot be 
approved until these items are resolved. W e  understand that Kenergy has taken the 
necessary steps to correct the cost allocations. In order to verify the resolution of these items 
we would like to schedule a visit from our field accountant during September. Mr. Bunch will 
be in touch with you to make the appropriate arrangements for his return visit., 

If you have any questions or if we can be of any'fuoher assistance, please contact the 
Program Accounting Services Division at 202-T20-5227. 

Northern Regional Division 
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KENERGY CORP. 
Additional Clarification to the August 15,2005 RUS letter provided by the RUS 
auditor during the September 2005 field visit. 

'i 

General Plant Depreciation - Trenchers, backhoes and other equipment used 
exclusively for construction activities may be charged to 107.200 and capitalized. 
Vehicles are to be charged to 184.100. Depreciation on all other items, including 
buildings, office equipment, furniture, and computer equipment are to be expensed. 

PropertV Taxes - Current Kenergy procedure is acceptable. 

Miscellaneous Distribution Expense (Communication) - Capitalization of items charged 
here is not allowed and all items are to be expensed. This includes telephone bills, cell 
phones, mobile radios, dispatcher and communication charges, and internet and intranet 
operations charges. 

AdministrativelGeneral Expense - Capitalization of oflice equipment and supplies is 
not allowed; therefore all items should be expensed, 

Printing - Capitalization is not allowed; therefore all items should be expensed. 

Outside Services - Capitalization is not allowed unless specific to construction, such as 
workplans, etc. All other items should be expensed. 

Business Liability Insurance - Current Kenergy procedure is acceptable. 

Human Resources -The only items permitted to be capitalized are those that have a 
direct link to field construction activity. Items qualifying for capitalization are uniforms 
and safety equipment purchased for construction employees to use in the field and the 
labor and overheads of human resome staff When dealing with construction employees. 
All other items charged here must be expensed. Time spend by construction employees 
attending regular safety meetings can be capitalized. 

Board of Directors - Capitalization is not allowed; therefore all items should be 
expensed. 

Buildings Sr Grounds - Utilities, cleaning, repairs and maintenance may be charged to 
stores (163.,000) c d  transportation (184.1). All other items must be expensed. 

Other Administrake Sr General - Capitahation is not allowed; therefore all items 
should be expensed. 

Support expenses of emalovees ~ r ~ h o  charge more than 50% of time to Construction 
- Expenses for office space, furniture, office supplies, copier usage, coffee, cell phones, 

~ ___l_l ~~_____I __" -" ---- - --"- 

/ 

, telephone usage, personal computers and related supplies, training must be expensed. 
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Devclopmenr 

Mr. Mark A. Bailey 
President and CEO 
Kenergy Corp. 
P. Q. Box 18 
Henderson, Kentucky 4241 9-001 8 

Dear Mr. Bailey: 

United States Department of Agriculture 
Rural Development 

In response to your letter dated February 15, 2006, we have reviewed the information submitted 
regarding Kenergy Corp.'s additional clarification of cost allocation procedures pertaining to 
globallcommon costs and its determination a s  to whether such costs are to be expensed in the 
period incurred or capitalized to the construction in progress at the time, The Rural 
fo Development I .-......̂I Utilities Programs takes..n.o.el_xceptio.n.with-this..additional-~~la~ific~ti~~-as--it-~pertains:- 

Additionally, we would concur that if senior management time is documented based on actual 
time spent on capital projects, this portion of management salaries can be capitalized. 

Your letter also seeks clarification on the criteria for capitalizing Allowance for Funds Used 
During Construction. Please refer to Bulletin '1 767 6-1, lJniform System of Accounts- Electric 
(USoA), Section 1767.1 6, Electric Plant Instructions, paragraph (c) (17), which indicates that 
Allowance for Funds Used During Construction (AFUDC) is properly includable in the cost of 
construction. While interest during construction (IDC) can be eligible for financing, it is generally 
not financed on distribution prajects because of the short construction period. 

Please contact the Program Accounting Services Division at 202r720-5227 if you have any 
questions or if we can be of any further assistance. 

Sincerely, 

I_____~-- our August 15, 2005, letter addressing the same. 

. , .  

;:::::: .".. .:I .,. . 

BRIAN D. JE@NS 8 I . .  

, .. 
Acting Director 
Northern Regional Division 
Electric Programs 

1400 independence Ave, SW ., Washingion. DC 2025007W . ,  

Web~tto:/iwwY.Nrdev.usda.sov ,, ! ,  

\. 

I . ,  . .  .- 
. .  Ccmkitted lo lh? lulure of Nral mmmunilies. 

'USDA is an equal oppdnunity pmvider. employer and lender 
. .  

, .  
. . .  

. .  
. .  To file a complain1 01 discriminalion wrile USDA. DireGIor. Office of Civil Rights. Room 326.W. Whillen Building. i4"and . .  

Independence Avenue. SW, Washington. DC 20250~9410 or call (202) 720-5964 (voice or,TLq. . .  

. -  
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Ctem39) 

Following information separately for each non-regulated activity listed at Item 49. 

A general ledger analysis for the test year that includes all activity. 

Discuss how each non-regulated activity listed at Item 49 is related to Kenergy’s 

Refer to Kenergy’s Response to Staff‘s First Data Request, Item 49. Provide the 

a 

b. 

dectric energy distribution and sales. 

c. Explain in detail the reasons supporting Kenergy’s determination that engaging in non- 

-egulated activities does not have to be conducted through an affiliate as required by KRS 279.020(2). 
~~ ~- - -- 

Response) a) See Item 38, pages 23 - 43 of 43 for the above referenced information. 

Witness) Steve Thompson 

Response b&c) Kenergy’s sole purpose is to distribute electric energy. In doing this Kenergy is 

iuthorized to provide any good or service related to the distribution of electric energy. Kenergy does 

lot have any secondary purpose of engaging in other lawful businesses or activities that would require 

.he creation of an affiliate for conducting non-regulated business or activity. 

Item 49 in Commission’s First Data Request inquired about non-regulated 

ictivities. Kenergy’s response to this data request included a copy of a resolution adopted by the 

(energy Board of Directors on December 12, 2006, which was shortly after KRS 278.020 was 

mended to read as it presently does. Recital A. of the resolution lists six (6)  “non-regulated” activities 

Item 39 
Page 1 of 3 
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KENERGY COW. 

SECOND DATA RF,QUEST FOR INFORMATION 
RESPONSE TO THE COMMISSION’S 

2008 RATE APPLICATION 

n which Kenergy is engaged. It would have been ,just as appropriate to refer to these items as being 

elated to Kenergy’s sole purpose of distributing electric energy. The six. (6) activities listed in the 

Joint pole use with other utilities 

Leasing space on substation towers for telecommunication attachments (lessees 

provide retail service) 

Selling geothermal equipment wholesale to licensed W A C  dealers 

LTas ~~g~.s.~.ge.P~ot~cti.o.n~e~q.ui.p~m.~n~~t~.~lemb.~~s ~ 

Leasing garage space at headquarters or branch office so that lessee can perform 

maintenance or repair work on Kenergy’s motor vehicles (lessee also is allowed 

to perform maintenance or repair work on motor vehicles of third parties) 

Leasing fiber optic strands that are not presently needed in distributing electric 

energy (lessees provide retail service) 

rhese activities meet the definition of being non-regulated because the Commission exerts no 

egulatory authority over any of said activities, as is set forth in KRS 278.010(21). However, they also 

all within the category of being a good or service related to Kenergy’s sole purpose of distributing 

:lectIicity. They are related because they all stem from the utilization of Kenergy’s assets needed in 

he distribution of electricity or, as in the cases of selling geothermal equipment or leasing surge 

rotection equipment, they implement how the electricity is used. Clearly, these activities do not 

,ignify Kenergy having a secondary purpose of engaging in other lawful business or activity, so an 

tffiliate is not required for conducting them. 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

Nitness) Sanford Novick 
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KENERGY COW. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tern 40) 

a. 

Refer to Kenergy's application at Exhibit 5, page 18. 

Provide a detailed analysis of the test year RUS Cushion of Credit in the amount of 

572,585 and explain what this amount represents and how it was determined. 

b. 

c. 

State the current "federal funds rate." 

Provide the amount of income Kenergy recognized on its "Overnight & 30 Day 

nvestments" from January 1, 2008 through September 30,2008. 

----̂ ---------~----"-~-"-~---."--.---------.I---" -._I--.__ ~ ~ ..__ ~ "" ~, 

Zesponse) a) 

124.600 contains the balance in the Cushion of Credit Account, which earns the 5% interest income. 

Item 40, pages 2 - 6 of 6, contain the above referenced information. Account 

b) 

c) 

The rate was lowered to 1.5% on October 8,2008. 

The interest income earned through August 3 1,2008 was as follows: 

RUS Cushion of Credit - $278,185 

CFC CTC's - $ 63,676 

Overnight & 30 Day Investments - $136,878 

Jote: The RUS Cushion of Credit and Overnight & 30 Day Investments must he considered together 

vhen comparing to the proforma amounts. Kenergy transferred funds from the Cushion of Credit to 

hernight Investments to accumulate cash while the new RUS loan was being approved. This action 

hifted interest income from Cushion of Credit to Overnight Investments. 

Witness) Steve Thompson 
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KENERGY CORP. 
RESPONSE TO THE COMMISSION'S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

tem41) Refer to Kenergy's Response to Staffs First data Request, Item 9. Provide an 

:xplanation for the change from the previous year to the test year in the level of expense reported in 

he following accounts. 

a. 

b 

C. 

7 7  

e. 

f 

6- 

11. 

1. 

j 

IC. 

1. 

m 

Response) 

Account 

583000 

592000 

592100 

-593000- 

593300 

595000 

597000 

598000 

904000 

908000 

912000 

921000 

930200 

Previous Year 

$1,43 1,3 83 

$ 335,330 

$ 64,160 

$3;148,219 - 

$3,474,391 

$ 145,899 

$ 118,950 

$ 236,368 

$ 98,550 

$ 209,388 

$ 102,561 

$ 166,369 

$ 544,487 

Test Year 

$1,306,88 1 

$ 436,840 

$ 111,771 

.$2.6.21...46.5.. 

$3,896,170 

$ 105,471 

$ 140,370 

$ 188,342 

$ 142,372 

$ 245,771 

$ 67,059 

$ 122,520 

$ 334,438 

, ,  

a) Change was mainly caused by payments to outside vendors during 2006 for 

i tom damage repairs 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

b, c, g & j) Kenergy labor and related overheads were $70,821, $29,955, $25,518 and 

636,429 higher during 2006, with charges to other areas being less. (See (f),.(k) and (ni) explanations.) 

d) 

e) 

3 six-year cycle. 

Change was mainly caused by expense related to storm damage repairs during 2006. 

Increase in vegetation management miles cleared over 2006, with the objective to reach 

f, k & m) Kenergy labor and related overheads were $27,765, $23,263, and $95,177 less 

khan 2006, with charges to other areas being more. (See (b), (c), (g) and (i) explanations.) 

._____,- h~~~ecrease-mai1ily-results-from-lineman-training-pro~~1s-a~ended-in-~OO6-~~--------~~~~~ 

Bad debt expense returned to a more representative level in 2007, as the expense i) 

booked in 2006 was lower to allow the reserve for bad debts to decrease. 

1) Decrease mainly caused by six special training seminars attended in 2006, along with 

some ofice changes made to improve ergonomics. 

m) Mainly caused by the elimination ofthe Kentucky Living magazine. 

Witness) Steve Thompson 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLICATION 

:tern 42) 

a. 

Refer to Kenergy’s Response to Staff’s First Data Request, Item 14. 

Discuss how and when Kenergy determines that a “General. Retirement” of patronage 

:spital is appropriate. Include in this discussion how the amount to be retired is determined. 

b. 

uas determined. 

c. 

Explain how the target range of equity to total capital ratio of 30 percent to 40 percent 

Explain why it is important for Kenergy to maintain an equity to total capital ratio 

uithin its targeted range. 

Response) a) Kenergy’s management Ieviews its financial condition annually and makes a 

,ecommendation to the Board of Directors relative to general retirements of patronage capital. Factors 

:onsidered to d e t e d n e  when and how much to retire include the following listed items: 

The corporation’s past financial performance, including TIER and DSC ratios and its 

equity to total capital ratio. 

The current board-approved longrange financial forecast 

Rate competitiveness, especially to adjacent utilities 

Lender requirements and mortgage covenants 

Regulatory body requirements 

Amount of cash reserves available for contingencies 

All other factors that may be relative at this time, such as new or pending legislation 

affecting the electric utility industry 
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KENERGY COW. 
RESPONSE TO THE COMMISSION’S 

SECOND DATA REQUEST FOR INFORMATION 

2008 RATE APPLKATION 

is  provided in the bylaws, the Board of Directors may retire capital credits if it is determined the 

inancial condition will not be impaired. 

b) The 30% minimum level was taken from the Rural Utilities Service (RUS) loan contract 

)revision Section 6.8 that requires Renergy to receive prior RLJS approval if, after giving effort to a 

ceneral retirement of patronage capital, the equity of the borrower falls below 30% of its total assets. 

The 40% level was selected based on Kenergy’s understanding that this was the upper limit the 

:ommission was comfortable with for distribution cooperatives. 

The-Gapital--Gredits -Taskc--~Force---Report-was--issued--in--Januar~--2OO5-~ by-the-National- 

lural Electric Cooperative Association and the National Rural Utilities Cooperative Finance 

:orporation. Its purpose is to serve as a guide to distribution cooperatives when making capital 

:redits’ decisions. On page 38 of the report, it is suggested that a reasonable equity level for most 

listribution cooperatives is in the range of 30 to 50 percent, depending on the cooperative financial and 

:ompetitive situation. 

c) It is important for Kenergy to maintain an equity to total capital ratio within the 30-40% 

ange to enable it to retire capital credits on a systematic basis and meet the goals and requirements of 

he long-range financial forecast. 

Nitness) Steve Thompson 
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