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BVE May 6,201 1 

PU RLI C S E 6.iVI C E 
COMMISSION 

Re: Application of Owen Electric Cooperative for an Adjustment of Rates PSC 
Case No. 201 1-00037 

Dear Mr. Derouen: 

Enclosed for filing are an original and ten copies of the application of Owen Electric 
Cooperative for an adjustment of rates. Please feel free to call if you have any questions or 
concerns. 

Respectfully yours, 

CRAWFORD & BAXTER, P.S.C. 

Enclosures 

cc: Attorney General 
Utility Intervention and Rate Division 
1024 Capital Center Drive 
Frankfort, K.Y 4060 1 





COMMONWEALTH OF KENTIJCKY 
BEFORE THE 

PUBLJC SERVICE COMMIION OF KENTUCKY 

IN THE MATTER OF: 

THE APPLICATION OF OWEN ELECTRIC 

COOPERATIVE CORPORATION FOR AN ORDER 

AUTHORIZING A CHANGE IN RATE DESIGN FOR 

ITS RESIDENTIAL AND SMALL COMMERCIAL ) CASE 

KATE CLASSES, AND THE PROFFERING OF SEVERAL) 

OPTIONAL RATE DESIGNES FOR THE RESIDENTIAL ) 

) 

) 

) 

RATE CLASSES ) 

TO. 0 1 1-000 z 

APPLICATION 

Owen Electric Cooperative Corporation (“Applicant”) of Owenton, Kentucky 

hereby informs the Public Service Commission of (“Commission”) that: 

1. It is revising its retail rate design for its residential and small commercial rate 

classes effective 12:OO A.M. EST, April 15,201 1 and is offering new, optional rate 

I designs for the residential consumers. - { 807 KAR 5:001, Section 1 O( l)(b)( 1)). 

2. Applicant is engaged in the business of distributing electric power and energy 

to approximately 57,000 customers in Kentucky in the counties of Boone, Campbell, 

Carroll, Gallatin, Grant, Kenton, Owen, Pendleton, and Scott. 

3. The address of the Applicant is P.O. Box 400,8205 Highway 127 North, 

Owenton, Kentucky 40359 (807 KAR 5:001, Section 8(b)}. 

4. Applicant is not requesting an increase in the revenue requirements for any of 

its retail rate classes. Applicant is seeking to gradually match its rates with its costs to 

serve over a period of time. Applicant is also requesting authorization for some new 

optional rates for these same rate classes. This application meets the concept of revenue 

neutrality for the impacted rate classes. - (807 KAR 5:001, Section lO(l)(a)(l)}. 

5. Applicants annual reports through calendar year 20 10 are on file with the 



Commission - ( 807 KAR 5:OO 1, Section 10( l)(a)(2)}. 

6. Applicant’s Articles of Incorporation and any Amendments thereto are on file 

with the Commission in the below listed cases- (807 KAR 5:001, Section 10(l)(a)(3) and 

(5)). 
Case No. 90-166 filed June 13,2008. 

Case No. 92-064 filed February 18, 1992 

Case No. 2006-003 14 filed as part of the record 

Case No. 2008-00154 filed August 27,2008. 

7. Applicant is not a limited partnership - (807 KAR 5:001, Section 10 

( 1 )(a)(4) 1 * 
8. A Certificate of Good Standing dated within sixty days of the filing the 

application is contained in Exhibit 1 -{807 KAR 5:001, Section 10( l)(a)(5)}. 

9. Applicant does not conduct business under an assumed name and no 

certificate of assumed name is being submitted - (807 KAR 5:OO 1 , Section 1 O( l)(a)(6)). 

10. Applicant’s proposed tariff in form complying with 807 KAR 5:OOl with an 

effective date not less than thirty (30) days from the date the application is filed is 

contained in Exhibit 2 - (807 KAR 5:001, Section lO(l)(a)(7)}. 

1 1. Applicant’s proposed tariff changes are shown with current tariffs and 

proposed tariffs in comparative form and by indicating additions by underscoring and 

striking over deletions in copy of the current tariff is presented in Exhibit 3 - ( 807 KAR 

5:001, Section 10 (l)(a)(8)}. 

12. A copy of the notice given is provided in Exhibit 4 - (807 KAR 5:001, 

Section 1 O( l)(a)(9)}. 

13. A complete description for the proposed rate design changes for the 

residential and small commercial rate classes is provided in Exhibit 5 and the proposed 

new, optional rate offerings are provided in Exhibit 6 - { 807 KAR 5:001, Section 

10(6)(a)}. 
14. The prepared testimony for each witness is provided in Exhibit 7 - (807 

KAR 5:001, Section 10(6)(b)&(c)}. 

15. The estimate of the effect that the new rates will have on revenues including 
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total revenues and the percentage increase are provided in Exhibit 8 - ( 807 KAR 5:001, 

Section 10 (6)(d)). 

16. The effect that the rate design changes will have upon the average consumer 

for each rate class is included as Exhibit 9 - (807 KAR 5:001, Section 10(6)(e)). 

17. A billing analysis is provided in Exhibit 10 which indicates the revenues 

from the current rates and the proposed rates - ( 807 KAR 5:001, Section 10(6)(g)}. 

18. The test period for this rate application is the twelve month period ending 

December 3 1,2009. 

19. Applicant requests a waiver from the requirement of 807 KAR 5:001 Section 

10(6)(h) for the filing of a summary of the utility’s determination of its revenue 

requirements based on one of several methods due to the fact that Applicant is not 

seeking an an increase in revenue requirements for any rate class. 

20. Applicant requests a waiver from requirement of 807 KAR 5:OOl Section 

10(6)(i) for the reconciliation of the rate base and capital used to determine its revenue 

requirements due to the fact that rate base and capital were not used to determine the 

revenue requirements in this application. This information for the test year of 2007 is 

contained in Exhibit K of Case No. 2008-001 54. 

2 1. Applicant requests a waiver from the requirement to file a chart of accounts. - 
(807 KAR 5:OOl Section 10(6)(j)}. 

21. Applicant requests a waiver from the requirement to file the independent 

auditor’s report - (807 KAR 5:OOl Section 10(6)(k)} 

22. Applicant does not file any FERC or FCC reports - (807 KAR 5:001, 

Section10(6)(1)}. 

23. Applicant does not file a FERC 1 Report - ( 807 KAR 5:OOl  , 

Section1 0(6)(m)}. 

24. Applicant’s latest depreciation study was filed in Case No. 2008-00154 as 

Exhibit 3 of the Application, and has not included a depreciation study as referenced in 

(807 KAR 5:001 Section 10(6)(n)}. 

25. Applicant has used the in-house developed or commercially available 

software in the form of Microsoft Excel and Word ( 807 KAR 5:001, Section 10(t)(o)}. 

26. Applicant has no stock or bond offerings Section 807 KAR 5:001, Section 
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10(6)(P). 
27. Applicant’s annual reports to members for the last two years are contained in 

Case No. 2008-00154 as Exhibit P, (807 KAR 5:001 Section 10(6)(q)}. 

28. Applicant’s monthly managerial reports have been filed in Case No. 2008- 

00154 as Exhibit Q - (807 KAR 5:001 Section 10(6)(r)}. 

29. Applicant does not file any SEC annual reports -{ 807 KAR 5:00 1 Section 

10(6)(sN* 
30. Applicant had no amounts charged or allocated to it by an affiliate or general 

or home office and did not pay any monies to an affiliate or general or home office 

during the test period or three (3) previous calendar years - { 807 KAR 5:00 1 Section 

10(6)(t)} * 

10(6)(u)} - 
3 1. A cost of service study is provided in Exhibit 11 - { 807 KAR 5:001, Section 

32. Owen Electric is not a local exchange carrier as set forth in 807 KAR 5:001, 

Section 10(6)(v). 

33. An income statement and balance sheet with no proposed adjustments are 

included as Exhibit 12 -{ 807 KAR 5:001, Section 10(7)(a)}. 

33. Owen Electric is not proposing any pro forma adjustments in this Application 

- { 807 KAR 5:OO 1 Section 10(7)(b)(c)(d)& (e)}. 

34. The notice of intent to file has been given and is provided in Exhibit 13 - 

(807 KAR 5:001, Section 10(2)}. 

35. 

36. 

The education plan and program is attached as Exhibit 14. 

Owen Electric’s Energy Innovation Vision is attached as Exhibit 15. 
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WHEREFORE, Applicant requests that the Commission make its order authorizing the 

Applicant to adjust its retail electric rates as requested herein above. 

Respectfully submitted. 
Owen Electric Cooperative 

MARK A. STALLONS 
President & CEO 

COUNSEL 
JAMES M. CRAWFORD 
CRAWFORD & RAXTER, P.S.C. 
P.O. Box 353 
Carrollton, ICY 41008 
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I, Mark A Stallons, President & CEO, state that the statements contained in this 
application are true to the best of my information and belief 

Le> . 
Mark A Stallons, President & CEO 
Owen Electric Cooperative 

Subscribed and sworn to before me by Mark A Stallons as President & CEO of 
Owen Electric Cooperative this 6% day of May, 201 1. 

c 
Notary Public, Kentucky State At Large 
My Commission Expires: 41 14 201 5 
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Commonwealth of Kentucky 
Elaine N. Walker, Secretary of State 

Elaine N. Walker 
Secretary of State 

P. 0. Box 718 
Frankfort, KY 40602-0718 

http://www.sos. ky.gov 
(502) 564-3490 

Certificate of Existence 

Authentication number 11 2507 
Visit https.//app.sos.kv.aov/ftshow/certvalidate.as~x to authenticate this certificate. 

I, Elaine N. Walker, Secretary of State of the Commonwealth of Kentucky, do 
hereby certify that according to the records in the Office of the Secretary of State, 

OWEN ELECTRIC COOPERATIVE, INC. 

is a corporation duly incorporated and existing under KRS Chapter 14A and KRS 
Chapter 273, whose date of incorporation is June 9, 1937 and whose period of duration 
is perpetual. 

I further certify that all fees and penalties owed to the Secretary of State have been 
paid; that Articles of Dissolution have not been filed; and that the most recent annual 
report required by KRS 273.367 1 has been delivered to the Secretary of State. 

at Frankfort, Kentucky, this 21'' day of April, 201 1, in the 21 gth year of the 
Commonwealth. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my Official Seal 

Elaine N. Walker 
Secretary of State 
Commonweal th  of Kentucky 
112507/0039308 

http://www.sos
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FOR Entire Territorv Served 
Community, Town or City 

Year 
June 3,201 1 

Owen Electric Cooperative, Inc. 

Customer Charge 
$15.00 (I) 

P.S.C. KY. NO. - 6 

$17.50 (I) 
$20.00 (I) 
$22.50 (I) 
$25.00 (I) 

12th Revised SHEET NO. 1 

$0.08912 (R) 
$0.08683 (R) 
$0.08455 (R) 
$0.08227 (R) 

CANCELING P.S.C. KY. NO. 6 
(Name of Utility) 

11th Revised SHEET NO. 1 -  

CLASSIFICATION OF SERVICE 

SCHEDULE I - FARM AND HOME 

A. Applicable - to entire territory served. 

B. - Available - to farm and residential consumers. 

C. Type of Service - Single phase, 60 cycles, 120/240 volt. 

E. Terms of Payment - the above rates are net, the gross being five percent (5%) higher. In the event the 
current monthly bill is not paid within fifteen (15) days from the date bill was rendered, the prompt 
payment discount shall be forfeited and the gross amount shall apply. 

* The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per KWH determined in 
accordance with the "Fuel Adjustment Clause". 

This tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory 
Commission (now the Public Service Commission) on February 23, 198 1 , in Administrative Case No. 240, and as 
approved by the Commission Order of March 31, 1981. 

DATE OF ISSUE 

DATE EFFECTIVE Service rendered on and after June 6,201 1 

May 6,201 1 
Month I Date / Year 

Month /Date /Year 

_ . ~  ISSUED BY 
(Signature of Officer) 

TITLE- President /CEO .- 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 201 1-00037 DATED 



Owen Electric Cooperative, Inc. 
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FOR Entire Territorv Served 
Community, Town or City 

P.S.C. KY. NO. 6 

12th Revised SHEET NO. 8 

CANCELING P.S.C. KY. NO. 6 -  
(Name of Utility) 

11 th Revised SHEET NO. 8 

CLASSIFICATION OF SERVICE - _ "  

SCHEDULE I - SMALL COMMERCIAL* 

A. Applicable - to entire territory served. 

B. Available - for commercial, industrial and three-phase farm service under SO KW for all uses, including lighting, 
heating and power. 

C. Tvpe of Service - Single-phase and three-phase, 60 cycle at available secondary voltage. 

D. (Monthly) 

Customer Charge All kWh 
June 3,201 1 $20.00 (I) $0.091 15 (R) 
June 3,2012 $25.00 (I) $0.08842 (R) 
June 3,2013 $30.00 (I) $0.08569 (R) 
June 3,2014 $35.00 (I) $0.08296 (R) 

E. Minimum Charge - under the above rate shall be $.75 per KVA of installed transformer capacity. Where it is 
necessary to extend or reinforce existing distribution facilities, the minimum monthly charge may be increased to 
assure adequate compensation for the added facilities. 

F. Terms of Pavment - the above rates are net, the gross being five percent (5%) higher. In the event the current 
monthly bill is not paid within fifteen (1 5 )  days from the date bill was rendered, the prompt payment discount shall 
be forfeited and the gross amount shall apply. 

* The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per KWH determined in accordance with 
the "Fuel Adjustment Clause". 

This tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory Commission 
(now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as approved by the 
Commission Order of March 3 1, 198 1. 

DATE OF ISSUE 

DATE EFFECTIVE Service rendered on and after June 6,201 1 

May 6.201 1 
Month / Date / Year 

Month / Date / Year 

ISSUED BY - 
(Signature of Officer) 

T1TL.E President /CEO -- 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. ___ 201 1-00037 DATED 
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FOR Entire Territory Served 

P.S.C. KY.NO ._._ 6 
Community, Town or City 

Owen Electric Cooperative, Inc. 

(Name of Utility) 
~ . _ _ _ _  

9th Revised SHEET NO. 23 ~ 

CANCELING P.S.C. KY. NO. 6 . -  

8th Revised SHEET NO.-- 23 .- 

CLASSIFICATION OF SERVICE 

SHEET NO. 23 - RESERVED FOR FUTURE USE 

(Cancels Schedule 1-B FARM & HOME - TIME OF DAY in its entirety per Sheet 23.) 

DATE OF ISSUE- 

DATE EFFECTIVE Service rendered on and after June 6.2011 

May 6,201 1 
Month / Date / Year 

Month / Date I Year 

ISSUED BY 
(Signature of Officer) 

TITLE President /CEO "._ 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 201 1-00037 - DATED 
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FOR Entire Territow Served 

P.S.C. KY. NO. 

Original SWEET NO. 23A 

CANCELING P.S.C. KY. NO. 6 

Community, Town or City 
6 -- 

SHEET NO. .-- 

Owen Electric Cooperative, Inc. 

(Name ofutility) 

CLASSIFICATION OF SERVICE 

SCHEDULE 1-B1 - FARM & HOME - TIME OF DAY 

A. Amlicable - to the entire territory served. 

B. Available -to all consumers eligible for Schedule I-Farm and Home. One year minimum commitment required. 

C. of Service - Single Phase, 60 cycle, 120/240 volt. 

D. 
Customer Charge (no usage) 
Energy Charge per kWh 

$25.00 per meter, per month 

On-Peak Energy $0.12070 
Off-peak Energy $0.06000 

E. Schedule of Hours 
On-Peak and OR-Peak Hours 

-"-- 
Months Days (5 days a week) On-Peak Hours Off-peak Hours t May thru September Monday thru Friday 1O:OO a.m. to 1O:OO p.m. 1O:OO p.m. to 1O:OO a.m. 

1O:OO p.m. to 7:OO a.m. 

F. Terms of Payment - the above rates are net, the gross being five percent (5%) higher. In the event the current monthly 
bill is not paid within fifteen days from the date the bill was rendered, the prompt payment discount will be forfeited and 
the gross amount shall apply. 

The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per kWh determined in accordance with the 
Fuel Adjustment Clause. 

The tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory Commission 
(now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as approved by the 
Commission Order of March 3 1, 198 1. 

DATE OF ISSUE 

DATE EFFECTIVE Service rendered on and after June 6,2011 

May 6,201 1 
Month / Date / Year 

Month I Date I Year 

ISSUED BY 
(Signature of Officer) 

TITLE President /CEO ___ 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. ___ 2011-00037 DATED 
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FOR Entire Territory Served 

P.S.C. ICY. NO. 6 

Oripinal SHEET NO. 23B 

CANCELING P.S.C. KY. NO. . 6 

Community, Town or City 

SHEET NO,- --- 

Months Days (7 days a week) On-Peak Hours Off-peak Hours 
May thru September 

October thru April 

Monday thru Sunday 

Monday t&u Sunday 

1O:OO a.m. to 1O:OO p.m. 

7:OO a.m. to 12:OO noon 

1O:OO p.m. to 1O:OO a.m. 

12:OO noon to 5:OO p.m. 

- 

ow 

Monday &u Sunday L 

n Electric Cooperative, Inc. 

1O:OO p.m. to 7:OO a . m . j  - 5:OO p.&to 1O:OO p.m. 

(Name of Utility) 

CLASSIFICATION OF SERVICE 

(N) SCHEDULE 1-B2 - FARM & HOME - TIME OF DAY 

A. Applicable - to the entire territory served. 

B. Available - to all consumers eligible for Schedule I-Farm and Home. One year minimum commitment required. 

C. T w e  of Service - Single Phase, 60 cycle, 1201240 volt. 

D. 
Customer Charge (no usage) 
Energy Charge per kWh 

On-Peak Energy 
Off-peak Energy 

$25.00 per meter, per month 

$0.103 13 
$0.06000 

E. Schedule of Hours 

F. Terms of Payment - the above rates are net, the gross being five percent (5%) higher. In the event the current monthly 
bill is not paid within fifteen days from the date the bill was rendered, the prompt payment discount will be forfeited and 
the gross amount shall apply. 

The monthly kilowatt hour usage shall be subject to plus or ininus an adjustment per kWh determined in accordance with 
the Fuel Adjustment Clause. 

The tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory Commission 
(now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as approved by the 
Commission Order of March 3 1, 198 1. 

DATE OF ISSUE 

DATE EFFECTIVE Service rendered on and after June 6,201 1 

May 6,201 1 
Month I Date /Year 

Month I Date /Year 

ISSUED BY - 
(Signature of Officer) 

TITLE - President /CEO 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 2011-00037 .- DATED 
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FOR Entire Territorv Served 

P.S.C. KY. NO. - 6 

OriPinal SHEET NO. 23C 

CANCELING P.S.C. KY. NO. 6 -  

Community, Town or City 

SHEETNO. ,_ 

Months Days (7 days a week) On-Peak Hours 
May tFu  September Monday thru Sunday 2:OO p.m. to 1O:OO p.m. 

Owen Electric Cooperative, Inc. 

-- 
Off-peak Hours Shoulder Hours 
1O:OO p.m. to 6:OO a.m. 6:OO a.m. to 2:OO p.m. 

(Name of IJtility) 

Monday thru Sunday 

CLASSIFICATION OF SERVICE 

6:OO a.m. to 6100 a.m. 1O:OO a.m. to 6:OO p.m. 
- 

(N) SCHEDULE 1-B3 - FARM & HOME - TIME OF DAY 

A. Applicable - to the entire territory served. 

B. Available -to all consumers eligible for Schedule I-Farm and Home. One year minimum commitment required. 

C. Tvue of Service - Single Phase, 60 cycle, 120/240 volt. 

D. 
Customer Charge (no usage) 
Energy Charge per kWh 

$25.00 per meter, per month 

On-Peak Energy $0.10191 
Off-peak Energy $0.06000 
Shoulder $0.07750 

E. Schedule of Hours 
- On-Peak and Off-peak Hours 

F. Terms of Pavment - the above rates are net, the gross being five percent (5%) higher. In the event the current monthly bill 
is not paid within fifteen days fiom the date the bill was rendered, the prompt payment discount will be forfeited and the 
gross amount shall apply. 

The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per kWh determined in accordance with 
the Fuel Adjustment Clause. 

The tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory Commission 
(now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as approved by the 
Commission Order of March 3 1 ,  198 1. 

DATE OF ISSUE 

DATE EFFECTIVE Service rendered on and after June 6,201 1 

Mav 6,201 1 
Month / Date / Year 

Month / Date / Year 

ISSUED BY ______ 

TITLE," President /CEO _I_- 

(Signature of Officer) 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. _- 201 1-00037 DATED 
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FOR Entire Territory Served 

P.S.C. KY. NO. 6 

Original SHEET NO. 129 

CANCELING P.S.C. KY. NO. 6 

Community, Town or City 

SHEET NO.-- 

Owen Electric Cooperative, Inc. 

(Name of Utility) 

CLASSIFICATION OF SERVICE 

SCHEDULE 1-D - FARM & HOME - INCLINING BLOCK (N) 

A. Amlicable - to the entire territory served. 

B. Available - to all consumers eligible for Schedule 1-Farm and Home. One year minimum commitment required. 

C. ' I p e  of Service - Single Phase, 60 cycle, 120/240 volt. 

n. 
Customer Charge (no usage) 
Energy Charge per kwh 

0-300 kWh 
301-500 kWh 
Over SOOkWh 

$1 5.78 per meter, per month 

$0.06977 
$0.09227 
$0.12227 

E. Terms of Payment - the above rates are net, the gross being five percent (5%) higher. In the event the current monthly 
bill is not paid within fifteen days from the date the bill was rendered, the prompt payment discount will be forfeited and 
the gross amount shall apply. 

The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per kWh determined in accordance with 
the Fuel Adjustment Clause. 

The tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory Commission 
(now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as approved by the 
Commission Order of March 3 1, 198 1. 

DATE OF ISSUE 

DATE EFFECTIVE Service rendered on and after June 6,201 1 

Mav 6,201 1 
Month / Date /Year 

Month / Date /Year 

ISSUED BY -- 
(Signature of Officer) 

TITLE-- President /CEO 

BY AlJTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 201 1-00037 DATED 





Owen Electric Cooperative, Inc. 
I 

- 
Year Cgtorner Charge All ltWh 

June 3 ,20  1 1 $15 .OO (I) $0.09140 (R) 
June 3,2012 $17.50 (I) $0.08912 (R) 

$0.08683 (R) 
$0.08455 (R) June 3,2014 $22.50 (I) 
$0.08227 (R) June 3,2015 $25.00 (I) 

-. June 3.2013 $20.00 (I) 

-- 
- 

(Name of Utility) 
I 
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FOR Entire Territorv Served 
Community, Town or City 

6 

1 

CANCELING P.S.C. KY. NO, 6 

1 

...--. P.S.C. KY. NO. 

- 124th Revised SHEET NO. 

- 110th Revised SHEET NO. _" 

CLASSIFICATION OF SERVICE 

SCHEDULE I - FARM AND HOME 

A. 

B. 

C. 

I D. 

E. 

* 

Applicable - to entire territory served. 

Available - to farm and residential consumers. 

Tvpe of Service - Single phase, 60 cycles, 120/240 volt. 

Terms of Payment - the above rates are net, the gross being five percent (5%) higher. In the event the 
current monthly bill is not paid within fifteen (15) days from the date bill was rendered, the prompt 
payment discount shall be forfeited and the gross amount shall apply. 

The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per KWH determined in 
accordance with the "Fuel Adjustment Clause". 

This tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory 
Commission (now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as 
approved by the Commission Order of March 31, 1981. 

I DATE OF ISSUE 8mwiw44Mav 6,2011 

I DATE EFFECTIVE Service rendered on and after ,kwwv-M June 6, 
201 1 

Month /Date /Year 

Month / Date / Year 

ISSUED BY - 
(Signature of Officer) 

TITLE President /CEO - 
BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

i n  DATED daftttftrvl4i-a(K1 I INCASENO.- 201 1-00037 
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FOR Entire Territorv Served 
Community, Town or City 

-- June 3,201 1 $20.00 (I) 
June 3,2012 $25.00 (1) 
June 3,2013 $30.00 (I) 
June 3,2014 $35.00 (I) 

I 
I 
I 
I - 

P.S.C. KY. NO. 6 -  

All kWh 
$0.091 15 (R) 
$0.08842 (R) 
$0.08569 (R) 
$0.08296 (R) 

- 

124th Revised SHEET NO. 8 -__ 
Owen Electric Cooperative, Inc. 

(Name of 1Jtility) 

I 
CANCELING P.S.C. KY. NO. 6 

I 118th Revised SHEET NO. 8 

--. -- 
CLASSIFICATION - OF SERVICE - 

SCHEDULE I - SMALL COMMERCIAL* 

A. 

B. 

Auulicable - to entire territory served. 

Available - for commercial, industrial and three-phase farm service under 50 KW for all uses, including lighting, 
heating and power. 

C. T w e  of Service - Single-phase and three-phase, 60 cycle at available secondary voltage. 

E. Minimum Charge - under the above rate shall be $.75 per KVA of installed transformer capacity. Where it is 
necessary to extend or reinforce existing distribution facilities, the minimum monthly charge may be increased to 
assure adequate compensation for the added facilities. 

F. Terms of Payment - the above rates are net, the gross being five percent (5%) higher. In the event the current 
monthly bill is not paid within fifteen (1 5) days fiom the date bill was rendered, the prompt payment discount shall 
be forfeited and the gross amount shall apply. 

* The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per KWH determined in accordance with 
the "Fuel Adjustment Clause". 

This tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory Commission 
(now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as approved by the 
Commission Order of March 3 1, 198 1. 

I DATE OF ISSUE d.itRtt;wlul4May 6.2011 

I DATE EFFECTIVE Service rendered on and after4awww-M June 6, 
201 1 

Month / Date /Year 

Month / Date /Year 

ISSlJED BY 
(Signature of Officer) 

TITLE- President /CEO 

BY AUTHORITY OF ORDER OF THE PUBLJC SERVICE COMMISSION 

I IN CASE NO. 3OM-WW92011-00037 DATED- 
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FOR Entire Territorv Served 

P.S.C. KY. NO. 6 
Community, Town or City 

Owen Electric Cooperative, Inc. 
I 

(Name of IJtility) 
I 

.__ 98th Revised SHEET NO. 23 

CANCELING P.S.C. KY. NO. 6 

- 83th Revised SHEET NO. 23 
--_I- 

CLASSIFICATION OF SERVICE 

(Cancels Schedule 1-E3 FARM & HOME - TIME OF DAY in its entirety per Sheet 23.) 

I DATE OF ISSUE May 6,FwwwyM. 201 1 
Month /Date /Year 

I DATE EFFECTIVE Service rendered on and after June 6,FwwwyM, 
201 1 

Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. 2011-0003724WMWV9 DATED 
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NOTICE OF PROPOSED RATE CHANGE 
OWEN ELECTRIC COOPERATIVE 

PSC CASE NO. 2011-00037 

Owen Electric Cooperative is proposing to change its customer charges and energy charges for 
Schedule 1 - Farm and Home and Schedule 1 - Small Commercial rate classes. The customer charge 
for the residential rate class will increase each year for a period of five (5) years while the energy 
rate will decrease. The revenue amount for this rate class will remain the same after each change 
in its customer charge and its energy rate. The customer charge for the small commercial rate 
class will increase each year for a period of four (4) years while the energy rate will decrease. 
The revenue amount for this rate class will also remain the same after each change in its 
customer charge and its energy charge. 

Owen Electric Cooperative is also proposing several optional rates for its Schedule 1 - Farm and Home 
rate class to provide an opportunity for its members to better manage their monthly bills for electric 
service, Three different time-of-day ("TOD") rate options, and one inclining block rate option 
are being proposed. Note that these proposals are options that may be selected by any member 
served under the Schedule I - Farm and Home rate classification. 

The rates contained in this notice are the rates proposed by Owen Electric Cooperative; however, 
the Public Service Commission may order rates to be charged that differ from the proposed rates 
contained in this notice. 

Any corporation, association, or person with a substantial interest in the matter may, by written 
request, within thirty (30) days after publication or mailing of this notice of the proposed rate 
changes, request to intervene; intervention may be granted beyond the thirty (30) day period for 
good cause shown 

Any person who has been granted intervention by the commission may obtain copies of the rate 
application and any other filings made by the utility by contacting Mr. Michael Cobb, Owen Electric 
Cooperative, 8250 HWY 127N, P.O. Box 400, Owenton, KY 40359. Phone 502-484-3471. 

The amount of the change requested in both dollar amounts and percentage for each customer 
classification to which the proposed rate change will apply is presented below: 

Schedule Rate Class 
I Farm and Home 
I Small Commercial 

Increase Percent 
$0 0% 
$0 0% 

The effects of the proposed rates on the average monthly bill by rate class are listed below: 

Schedule Rate Class 
I Farm and Home 

Increase Percent 
$0 0% 

I Small Commercial $0 0% 
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The present and proposed rate design of Owen Electric Cooperative, Inc. are listed below: 

Schedule -- 
I 

Schedule 
I 

Schedule 
I 
-- 

Schedule 
I 

Schedule 
I 

Schedule 
I 

Schedule 
I 

Schedule 
I 

Schedule 
I 

Schedule I - Farm and Home Customer Charge and Energy Rate Change 

Rate Class Present Proposed 
Farm and Home in the year 201 1 
Customer Charge $ 11 “30 $ 
Energy Charge $ 0.09478 $ 

Rate Class 
Farm and Home in the year 2012 
Customer Charge $ 15.00 $ 
Energy Charge $ 0.09140 $ 

Rate Class 
Farm and Home in the year 2013 
Customer Charge $ 17.50 $ 
Energy Charge $ 0.08912 $ 

Rate Class 
Farm and Home in the year 2014 
Customer Charge $ 20.00 $ 
Energy Charge $ 0.08683 $ 

Rate Class 
Farm and Home in the year 2015 
Customer Charge $ 22.50 $ 
Energy Charge $ 0.08455 $ 

Schedule I-  Small Commercial Customer Charqe and Energv Rate Chanqe 

Rate Class 
Small Commercial in the year 201 1 
Customer Charge $ 13.34 $ 
Energy Charge $ 0.09478 $ 

Rate Class 
Small Commercial in the year 201 2 
Customer Charge $ 20.00 $ 
Energy Charge $ 0.091 15 $ 

Rate Class 
Small Commercial in the year 201 3 
Customer Charge $ 25.00 $ 
Energy Charge $ 0.08842 $ 

Rate Class 
Small Commercial in the year 2014 
Customer Charge $ 30.00 $ 
Energy Charge $ 0.08569 $ 

15.00 
0,09140 

17.50 
0.08912 

20.00 
0.08683 

22.50 
0.08455 

25.00 
0.08227 

20.00 
0.091 15 

25.00 
Q.08842 

30.00 
0.08569 

35.00 
0.08296 
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Proposed Schedule I - Farm and Home Optional Rates 

lnclinins Block Rate - Schedule I - D  Proposed 

$ 15.78 
$ 0.06977 
$ 0.09227 
$ 0.12227 

Customer Charge 
0 - 300 kWh per kWh 
301 - 500 kWh per kWh 
Over 500 kWh per kWh 

Time-of-Dav (TOD) Options 

Schedule I - B l  

$ 25.00 

Schedule 1-B2 Schedule 1-B3 

$ 25.00 $ 25.00 Customer Charge 

Energy Rate 
On-Peak Energy per kWh 
Off-peak Energy per kWh 
Shoulder kWh 

$0.1031 3 
$0.06000 

NA 

$0.10191 
$0.06000 
$0.07750 

$0.12070 
$0.06000 

NA 

Week Days Only Weekdays & 
Weekends 
7-12 Noon 
5-10 P.M. 

Weekdays & 
Weekends 
6 A. M. - 10 A.M. 
6 P.M. - 10 P.M. 

On-Peak Hours 

Winter - October thru April 7-12 Noon 
5-10 P.M. 

10 A.M.- 10 P.M. 2 P.M. - 10 P.M. Summer - May thru September 10 A.M.,- 10 P.M. 

Off-peak Hours 
Winter - October thru April All Other Hrs 
Summer - May thru September All Other Hrs 

All Other Hrs 
All Other Hrs 

30 P.M. - 6 A.M. 
10 P.M. - 6 A.M. 

Shoulder Hours 
Winter - October thru April NA 
Summer - May thru September NA 

NA 
NA 

10 A.M. ~ 6 P.M. 
6 A.M. - 2 P.M. 





OWEN ELECTRIC COOPERATIVE 
CASE NO. 201 1-00037 

RATE DESIGN CHANGES - CUSTOMER CHARGE 

Eshibitf 
Page of 33 

201 0 

Revenue 201 1 
201 1 

Revenue 201 2 
2012 

Revenue 201 3 
201 3 

Revenue 2014 
2014 

Revenue 2015 
201 5 

Customer 
Charges 

Energy 
kWh 

Farm & Home Rate Class 
Customer Energy 

Charge Rate  

$ 11.30 $0.09478 
$ 7,332,660 67,336,362 
$ 9,733,620 64,935,402 
$ 15.00 $ 0.091401 
$ 11,355,890 63,313,132 
$ 17.50 $ 0.089117 
$ 12,978,160 $ 61,690,862 
-~ ~ 

$ 2000 $ 0.086834 I 
$ 14.600.430 $ 60,068.592 1 
$ 22.50 $ 0.084550 I 

I 648,908 

71 0,449,061 

Small Commercial Rate Class 
Customer Energy 

Charge Rate 

$ 13.34 $0.09478 
$ 339,516 4,421,681 

$509,020 4,252,177 
$ 20.00 $ 0.091 147 
$ 636,275.00 4,124,922 
$ 25.00 $ 0.08841 9 
$ 763,530.00 3,997,667 
$ 30.00 $ 0.08569 I 
$ 890.785.00 3.870.41 2 
$ 35.00 $ 0.082963 

25.45 1 

46,652,046 
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OWEN ELECTRIC COOPERATIVE 
CASE NO. 201 1-00037 

Exhibit 6 
Page J - o f L  

OPTIONAL RATES 

TOD RATES BASIC DATA 

Total Revenue Requirements from Billing Analysis 74,669,022 

Billing Determinants 
Energy kWh 
Customer Charges 648,908 I 

71 0,449,061 

PROPOSED RATE SCHEDULES 

On-Peak Hours 

Winter 

Summer 

Off-peak Hours 
Winter 
Summer 

Shoulder Hours 
Winter 
Summer 

Rate Design 

Customer Charge 

Energy Rate 
On-Peak kWh 
Off-peak kWh 
Shoulder kWh 

Schedule 1 - B1 I I Schedule 1 - 821 I Schedule I - B3 

Week Days Only 

7-12 A.M 
5-10 P.M. 

10 A.M.- 10 P.M. 

All Other Hrs 
All Other Hrs 

NA 
NA 

$ 25.00 

$ 0.12070 
$ 0.06000 
VA 

Weekdays & 
Weekends 
7-12 A.M 
5-10 P.M. 

I O  A.M.- I O  P.M 

All Other Hrs 
All Other Hrs 

NA 
NA 

$ 25.00 

$ 0.1031 3 
$ 0.06000 
\IA 

Weekdays & 
Weekends 

6 A. M. - I O  A.M. 
6 P.M. - 10 P.M. 

2 P.M. - 10 P.M. 

I O  P.M. - 6 A.M. 
10 P.M. - 6 A.M. 

10 A.M. - 6 P.M. 
6 A.M. - 2 P.M. 

$ 25.00 

$ 0.10191 
$ 0.06000 
$ 0.07750 
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OPTIONAL RATES 

TOD RATES CONTINUED 

Billing Units 

Customer Charges 

On-peak kWh 
Off-peak kWh 
Shoulder kWh 

Revenue Reconci I iation 

Customer Charges 

On-peak kWh 
Off-peak kWh 
Shoulder kWh 

Schedule 1 - B1 I I Schedule 1 - B21 I Schedule 1 - B3 

648,908 

260,604,278 
449,844 , 783 

NA 

16,222,700 

31,454,936 
26,990,687 

74 , 668 , 323 
$ - 

648,908 

366,823,287 
343,625,774 

NA 

16,222,700 

37,830,486 
20,617,546 

74,670 , 732 
$ - 

648,908 

280,304,308 
197,450,949 
232 , 693 , 804 

16,222,700 

28,565,812 
11,847,057 
18,033,770 
74,669,339 

INCLINING BLOCK RATE NFORMATION 

Customer Charge $ 

Energy Rates per kWh 
First 300 kWh 
Nest 200 kWh 
Over 500 kWh $ 0.12227 I 

$ 0.06977 
$ 0.09227 
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COMMONWEALT OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF ) 
OWEN ELECTRIC COOPERATIVE, INC. ) CASE NO. 
FOR ADJUSTMENT OF RATES 1 2011-00037 

PWPARED TESTIMONY OF M A W  A. STALLONS 

Q1. 
Al .  

Q2. 
A2. 

Q3- 
A3. 

Q4* 
A4. 

Q5* 

A5. 

Would you please state your name and business address. 

Mark A. Stallons, with a business address of 8205 Highway 127 North, Owenton, 

Kentucky 40359. 

What is your occupation? 

President & CEO for Owen Electric Cooperative (“Owen Electric”). 

How long have you been employed at  Owen Electric? 

I was employed on January 5,2009, as President & CEO. 

What is your education and work experience? 

I graduated from Ohio Northern University in 1979 with a Bachelor of Science degree in 

electrical engineering and from the University of Dayton in 1986 with a Masters in 

Business Administration. I have worked in the electric industry for about 22 years with 

two years at an investor-owned utility (“IOUyy) and twenty years at various electric 

cooperatives in Illinois, Michigan, and most recently Kentucky. My utility experience 

includes operations, engineering, power supply, marketing, member service, and 

management areas. I am a registered professional engineer in the State of Ohio. 

Are you familiar with the contents of the Notice Application of Owen Electric which 

has been filed with this Commission to commence this Case? 

Yes 

- 1 -  
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Q6. 
A6. 

Q7- 

A7. 

QS. 
AS. 

Q9* 

A9. 

QlO. 

Please state whether the statements of facts contained in this Notice are true. 

Yes. To the best of my knowledge and belief, the statements of facts contained in this 

Application are true. 

Are you familiar with the exhibits which are filed with and from a part of the Notice 

Application of this Case? 

Yes. I am farniliar with them. In my opinion, the factual materials contained in this 

Application are correct. 

When was the last General Rate Application filed by Owen Electric? 

The last General Rate Application filed by Owen Electric was in 2008, in Case No. 154. 

What is the purpose of this Notice of Application of Owen Electric to this 

Commission? 

To align, over a five year period, our customer charge with our fixed cost to enable a 

culture of energy innovation to be created through efficiency, conservation, and demand 

response efforts while still maintaining our financial integrity. Additional rate offerings 

are being requested in order to allow our members choice in how their rates are 

structured. 

What considerations were given to the rate design adjustments that Owen Electric is 

seeking? 

1410. The rate design adjustments were developed to be revenue neutral, in that no new 

additional revenue is being sought by Owen Electric. The proposed design in rates is, 

therefore, neutral with respect to revenue for each of the affected rate classes. The long 

established principle of gradualism was utilized to align the member charge with Owen 

Electric’s fixed cost over a five ( 5 )  year period thereby minimizing the financial impact 

to individual members within each rate class, as well as minimizing the expense to the 

Cooperative’s members of filing multiple rate design cases. 

- 2 -  
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In the design of the optional rate offerings, consideration was given to the numerous 

efficiency, conservation, and demand response programs that Owen Electric currently 

offers to its membership, as well as additional pilot projects that Owen Electric has 

developed since 2009 and are now in various stages of implementation. These optional 

rates will give our members a choice of rate designs that fit their lifestyle and assist them 

in managing their energy usage through their energy efficiency, conservation, and 

demand response efforts. Owen Electric is aggressively pursuing a strategy of energy 

innovation to improve member satisfaction in a business environment of increasing 

environmental compliance costs, increasing generation construction costs, and continuing 

economic and financial pressures on our members. 

Q11. What is the Test Year used by Owen Electric for its financial data compiled to the 

Commission in the Application? 

The twelve months ended December 3 1 , 2009 was selected as the Test Year. A1 1. 

Q12. 

A12. 

How was the proposed rate design developed? 

Owen Electric and Jim Adkins prepared a Cost of Service Study and based its rate design 

on this study. 

Q14. What role did the Board of Directors play in evaluating the need for a new rate 

design? 

The Board of Directors for Owen Electric approved a strategic initiative in April 2009 

launching Owen Electric’s efforts to increase member satisfaction by creating a culture of 

energy innovation, by offering efficiency, conservation, and demand response options to 

our member-owners. Part of that initiative included the long term goal of aligning our 

member charge with our fixed costs in order to provide financial stability while at the 

same time encouraging our members to use energy more efficienctly. Concurrently the 

Board of Directors also approved the development of several pilot projects offering 

energy efficiency, conservation, and demand response programs to assist our members in 

managing their energy usage. 

A14. 

- 3 -  
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Ql5. In your opinion, are the adjusted rate design requested in this Case by Owen 

Electric Cooperative necessary to maintain the financial integrity of the 

Cooperative? 

Yes. To enable Owen Electric to launch energy innovative programs such as Beat The 

Peak, and Smart Home in concert with time of day rates, and inclining block rates while 

maintaining its financial integrity, it is necessary that the rates be adjusted so that the 

member charge covers the fixed costs of the cooperative. as proposed in this Application. 

A15. 

Q16. In your opinion, are retail rate design modifications necessary to promote energy 

efficiency investments? 

Yes. From June 2008 through 2009, I served on an Energy Efficiency & Demand 

Response Task Force working with the National Rural Electric Cooperative Association. 

Our goal was to create a road map outlining how rural electric cooperatives can 

expeditiously promote a culture of energy innovation including energy conservation, 

energy efficiency, and demand response. The existing cooperative rate structure has been 

identified as a major barrier in creating this energy innovative culture. In order to create 

proper incentives to promote energy innovation, the right retail rate environment must 

exist. More specifically, fixed costs should be recovered through fixed charges and 

variable costs should be recovered through variable charges. For most distribution 

cooperatives, following this principle would result in higher customer charges, higher 

demand charges, and lower energy charges. 

A16. 

417. Do current retail rate designs provide any disincentives for Owen Electric to 

aggressively pursue energy innovation, efficiency, conservation, and demand 

response efforts with its members? 

Yes. Owen Electric’s current retail rate design does not align the interests of the 

Cooperative and its members with respect to creating a culture of energy innovation that 

aggressively promotes efficiency, conservation, and demand response efforts. Owen 

Electric’s current residential customer charge is $1 1.30 per member per month which is 

well below the $27.66 indicated by its most recent cost of service. This $1 1.30 monthly 

A17. 

- 4 -  



Exhibit 7a 
Page 5 of 22 

charge does not even cover Owen Electric’s member related costs let alone any margins. 

Under its current rate design, Owen Electric collects all of its margins and a significant 

portion of its member related fixed costs through an energy charge assessed on a kWh 

basis. Thus, any reduction in kWh sales due to energy innovation, efficiency, 

conservation, and demand response efforts results in the Cooperative not recovering fixed 

cost and margin, which financially harms the Cooperative. It is not reasonable to expect 

Owen Electric to aggressively pursue energy innovation such as conservation, energy 

efficiency, and demand response programs when every reduction in sales has a negative 

financial impact on Owen Electric. This link between sales and fixed cost and margin 

recovery is referred to in the electric utility industry as the “throughput incentive”. 

Ql8. 

A1 8. 

Please explain the “throughput incentive”. 

Between rate cases, utilities have a financial incentive to increase retail sales of electricity 

relative to historic levels that were used for calculating their base rates. This incentive 

exists because there is usually significant incremental fixed cost and margin recovery on 

incremental sales. For sales above the historic levels that were used for calculating its 

base rates, all revenue above the variable cost of producing the incremental kWh would 

be incremental revenue for the utility. This incentive for utilities to maximize the 

“throughput” of electricity across their wires in an attempt to increase fixed cost and 

margin recovery is referred to as the “throughput incentive”. Similarly, utility profits 

decline when sales are below the historic levels that were used for calculating their base 

rates, which could result from energy innovation, efficiency, conservation, and demand 

response efforts. Every kWh lost as a result of energy innovation programs reduces 

margins and diminishes financial stability, regardless how cheap the energy innovation, 

efficiency, conservation, or demand response efforts. The effect of this throughput 

disincentive is greater for distribution-only utilities, such as rural electric cooperatives, 

because the revenue impact of electricity sales reduction is disproportionately larger for 

utilities without generation resources. It is critical to address this throughput incentive if 

regulators want utilities to become actively involved in energy innovation such as 

efficiency, conversation, and demand response programs. 

- 5 -  
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Q19. 

A19. 

Q20. 

A20. 

Q21. 

A21. 

How can this “throughput incentive” be mitigated for rural electric cooperatives? 

The simplest way for a rural electric cooperative to mitigate the throughput incentive is to 

allow it to increase its customer charge to a level that is justified based on cost of service. 

This would assure a revenue stream that flows into the cooperative regularly and that is 

not linked to the level of sales. One result of such a change is that the energy charge 

would be reduced as fixed cost and margin recovery was removed from the customer 

charge. The straight fixed variable rate design is common in the natural gas industry 

where all of a utility’s fixed cost are recovered through a monthly customer charge. This 

completely breaks the link between the recovery of fixed cost and margins and the level 

of kWh sales, as there is no fixed cost or margin recovery in the energy charge assessed 

on a kWh basis. 

What costs are typically classified as member-related in a cost of service study and 

should be recovered through the customer charge? 

The customer charge recovers the cost of the minimum amount of equipment that the 

cooperative must install to provide a member with access to the electric grid. Without this 

minimum amount of equipment, members would not be able to receive electric service. 

Unfortunately, the cost of the poles, wire, transformers, service drops, meters and 

substations necessary to provide a member with access to the electric grid are not cheap. 

For example, the 15 kVa transformer that is used for most residential members costs 

about $821. A mile of single phase distribution line costs about $40,000 per mile, which 

includes both the poles and the wire. These represent fixed costs to the cooperative; that 

is costs that do not change regardless of the amount of electric energy purchased by 

members. So if members use less electricity, either because they have taken steps to 

conserve energy or because they went to Florida on vacation, these costs to the 

cooperative do not change and must be recovered for the cooperative to remain 

financially sound. 

How much of a typical member’s bill is for the cooperative’s distribution facilities? 

Based on the last cost of service study that the cooperative did, about 20% of a typical 

member’s bill is for the cooperative’s distribution facilities and about 80% is for the 
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Exhibit 7a 
Page 7 of 22 

energy that the cooperative purchases from its supplier. Thus, reducing member usage by 

creating a culture of energy innovation by offering efficiency, conservation, and demand 

response programs has the potential to generate significant energy bill reductions for 

customers. Furthermore, with increases in the cost of copper, steel, cement, coal and 

natural gas, both the cost of the generating plants and transmission lines and the cost of 

the fuel for producing electric energy are likely to increase in the future. With these 

expected increases in the cost of purchased power, energy innovation, efficiency, 

conservation and demand response would benefit both the cooperative and its members, 

and Owen Electric would be willing to aggressively pursue innovative energy reduction 

methods if it were not harmed financially by doing so. 

Q22. Why would reducing the customer charge and recovering these costs through a 

kWh charge cause financial problems for the cooperative and result in more 

variable energy bills for customers? 

If some of the costs of the minimum system necessary to provide a member with access 

to the electric grid are recovered through a kWh charge rather than through the customer 

charge, members who use a small mount  of electric energy would not pay the costs that 

they impose on the system and would receive a subsidy from members who use a lot of 

electric energy. With these fixed costs recovered through the kWh charge, the 

Cooperative would recover more fixed cost than it actually needed when weather was 

extremely hot or cold and kWh sales were high. The cooperative would recover less fixed 

cost than it needed when weather was mild and kWh sales were low. This would result in 

member energy bills being higher than necessary when weather was extreme and lower 

than necessary when weather was mild. With a low customer charge, the cooperative is 

betting on extreme weather, and the cooperative wins and the member loses when 

extreme weather actually occurs. Rather than making bets on weather, a better outcome 

for both the cooperative and for its members is for the cooperative to recover these fixed 

costs through a fixed monthly charge that does not vary with kWh sales and with 

weather. 

A22. 
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423. Would recovering the cost of the minimum system necessary to provide a member 

with access to the electric grid through a monthly customer charge provide the right 

environment for energy innovation, efficiency, conservation, and demand response? 

Yes. If a cooperative recovers a significant amount of its fixed costs through an energy 

charge on each kWh sold rather than through a monthly customer charge, energy 

innovation, efficiency, conservation, and demand response would result in reduced 

energy sales and in some of these fixed costs not being recovered by the cooperative. 

Thus, reduced sales resulting from all forms of energy innovation would harm the 

cooperative financially. However, if these fixed costs are recovered through a monthly 

customer charge, the cooperative would continue to recover these fixed costs regardless 

of the level of kWh sales, and the cooperative could get much more aggressive in 

assisting members with energy reduction efforts without harming itself financially. 

A23. 

A rate where the fixed costs and margin of the distribution cooperative are recovered 

through a fixed charge on the member’s bill encourages the cooperative to put the goal of 

energy efficiency and load reduction as a priority. This rate design would align the goals 

of all of the parties and would result in the Commission, Attorney General, Sierra Club, 

the Governor’s Energy plan, the members, and the distribution cooperative working 

toward the same goal. That goal is to reduce energy usage and ultimately the energy bill 

of the member. 

Q24. Shouldn’t the customer charges for all utilities in Kentucky be about the same? 

A24. No. Rural electric cooperatives have much fewer members per mile of line and cannot 

spread fixed distribution costs over as many members as an IOU. For example, Owen 

Electric currently has about 13 members per mile of line while Kentucky Utilities (,cKU’y) 

has about 35 customers per mile of line and Duke Energy-Kentucky (“Duke”) has about 

46 customers per mile line. If a mile of single phase distribution line costs about $40,000 

to install, this mile of line would represent a cost of about $3,100 per member for Owen 

Electric, about $1,150 per customer for KU, and about $870 per customer for Duke. 

Similarly, in a rural area, it is difficult for a transformer to serve more than a single 

account, while in an urban area a transformer could serve four or more accounts. These 
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differences in ability to spread fixed costs result in much higher member related costs for 

distribution cooperatives compared to IOTJ’s and the resulting customer charges could be 

very different. 

Q25. Would a lower customer charge combined with a higher energy charge benefit fixed 

and low income members? 

Based on our experience and a recent analysis of the kWh usage of members who have 

received LIHEAP assistance in the last year, a lower customer charge combined with a 

higher energy charge would not benefit most fixed and low income members. For fixed 

and low income members to benefit from a lower customer charge and higher energy 

charge, these members would need to have an energy usage that is significantly lower 

than the class average. Generally, this is not the case for low income members. The 

housing stock in which many low income members are living is relatively inefficient 

from an energy usage standpoint, so their energy usage is frequently higher than the class 

average. The inefficient energy usage of the dwelling in which they live has typically 

resulted in the price of the dwelling being discounted to a level that low income members 

can afford. For fixed income members, it is our experience that, because they have a 

stock of appliances similar to other members and are frequently home all day, they 

generally have usage levels in the neighborhood of the class average and would not 

significantly benefit from such a change. 

A25. 

When you examine the usage of Owen Electric’s low-income members, you see that 

these members have bills that are higher than the average member. There are a couple of 

reasons for this. First, these members live in homes or manufactured homes that are 

typically older than the average. These homes are poorly insulated and have appliances 

that do not meet Energy Star standards. 

A recent study conducted by East Kentucky Power Cooperative shows that Owen Electric 

members who received LIHEAP assistance from 2008 through 2010, used on average 

1609 kWh’s per month while all of our remaining members used on average 1237 kWh 

per month. The facts show that increasing our member’s customer charge as opposed to 
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Exhibit 7a 
Page 10 of 22 

Q26. 

A26. 

Q27. 

A27. 

increasing the energy charge will not adversely affect our lower income members. In 

fact a strong case can be made that this case will help those members who receive 

LIHEAP assistance. 

Who are the low usage members who would benefit from a lower customer charge 

and a higher energy charge? 

For most rural electric cooperatives, their low-usage members are loads like boat docks, 

garages, electric fences, stock tanks, vacation homes, hunting camps, fishing camps and 

services run to barns in case they might be needed. All of these loads typically consume 

very few kilowatt hours during the course of a year and the usage is sporadic. However, 

even though kWh sales may be low to these members, the cooperative still incurs 

significant fixed costs in installing the minimum system requirements necessary to serve 

these loads. Furthermore, these loads usually are not located near roads and existing 

distribution lines and may cost more than the average minimum system. A lower 

customer charge and a higher energy charge would result in these low-usage members 

being subsidized by other Cooperative members who have above-average usage. Such a 

rate structure would send a signal that it is relatively inexpensive to provide the physical 

equipment necessary to provide service to these low-usage members, and this is 

definitely not the case in rural areas. 

However in order to mitigate the impact on these low energy users and to strongly 

encourage conservation we are proposing to offer in this rate filing an Inclining Block 

Rate targeted for those members who use less than 500 Kw per month. The rate design 

will allow these members to reduce their bill while allowing the cooperative to recover a 

higher percentage of our fixed cost through the customer charge than we presently 

recover. 

In your 20 years of experience with electric cooperatives please describe your 

experience with the customer charge. 

In the late 1990’s with the advent of customer choice legislation, electric Cooperatives 

began to understand the need to unbundle and realign rates with actual cost drivers. One 
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aspect of the realignment included increasing the customer charge to reflect the actual 

fixed costs of providing electric service. In southern Illinois at Egyptian Electric 

Cooperative where I managed prior to coming to Owen Electric, the customer charge is 

$24.00. With the advent of renewable energy, distributed generation, and net metering, 

over the past few years in Illinois, the urgency to increase the customer charge has 

accelerated. If the customer charge does not adequately fund the fixed costs of the 

cooperative when a member installs a wind or solar generation system, the other 

cooperative members end up subsidizing the member who installs the distributed 

generation system. To avoid this inequity, Illinois cooperatives are increasing their 

customer charge. 

Q28. Rased upon your experience with the Energy Efficiency and Demand Response Task 

Force what are the electric cooperatives serving on the task force recommending in 

regards to the customer charge? 

The electric cooperatives serving on the task force recognize that the throughput 

incentive must be eliminated in order to aggressively promote energy innovation, 

efficiency, conservation, and demand response programs. Therefore, the task force 

strongly recommends that the customer charge be increased to cover the actual fixed 

costs of providing service to their members. 

A28. 

Q29. How are electric cooperatives different? 

A29. Electric cooperatives serve areas that were not profitable in the 1930’s and collectively 

today remain non-profitable for IOU’s to serve. 

Electric cooperatives serve geographical areas that have an average member per mile 

density that is much less than IOTJ’s. As a result, electric cooperative’s fixed cost per 

member is much higher than IOU’s. 

Electric cooperatives are member-owned, member-regulated, and member-managed for 

the exclusive benefit of our members versus IOU’s who are managed for the benefit of 

the investors. 

- 11 - 
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The mission of electric cooperatives is to improve the quality of life of our member 

owners and to provide reliable service at a reasonable cost. The Mission of IOU’s is to 

maximize the return to their investors. 

Our values are integrity, innovation, commitment to community, commitment to 

employees, and stewardship. 

The bottom line is that electric cooperatives exist for the sole purpose of serving our 

members. Every month our management team reports to a board of directors comprised 

of our members. Electric cooperatives do the right thing because it is best for our 

members. 

430. Please describe Owen Electric’s efforts in creating a culture of energy innovation by 

offering conservation, efficiency, and demand response choices to it’s mernber- 

owners. 

At Owen Electric Cooperative’s April Board Meeting we revised our 2009 Strategic Plan 

to include Challenge 6 - Improve Member Satisfaction. In September the Board of 

Directors conducted an all day strategic planning session and developed an updated plan 

for 2010 which was approved at our December 2009 Board Meeting. Likewise in the 

Fall of 2010 we approve a strategic plan for 20 11. A five pronged strategy was 

developed with key action items identified to achieve the strategy and meet the overall 

challenge of improving member satisfaction. Please refer to Exhibit 15 for a copy of 

Owen Electric’s Energy Innovation Vision. 

A30. 

The premise underlying the development of this strategy is that climate change 

legislation, increasing environmental regulation, and increasing power supply cost 

pressures over the next five years may put downward pressure on member satisfaction as 

they struggle to adjust to increasing power bills. The precise timing and the severity of 

the cost impact is dependant on market forces, legislators, and regulators. The success of 

our mitigating strategy is dependant on the pace of developing energy innovative 
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technologies. Given the above it is prudent to develop an aggressive strategy to meet this 

challenge. In order to be successful our strategy must be flexible and subject to 

modification as technology, regulations, and legislation develop. The implementation of 

our strategy will be correlated to the development, implementation, and timing of 

legislative, regulatory, subsequent market cost pressures, and developing innovative 

energy technologies. Our challenge is to improve member satisfaction in spite of 

subsequent market pressures, to be prepared, and to have tools developed and ready that 

will help our members manage their power bills. 

The challenge, strategies, and key action items are as follows: 

2011 Challenge 6 - Member Satisfaction 

Strategy A - Embrace Energy Innovation 

Key Action Items 
1. Align the culture and business model of Owen Electric Cooperative (OEC) to fully 

meet our members need to manage their energy costs, preserve resources, and 

consume energy wisely by implementing a culture of "Energy Innovation" within 

Owen Electric Cooperative and its membership. 

2. Investigate, develop, and implement energy innovation pilot projects such as home 

energy efficiency improvements. Measure and verify the energy and demand 

savings. 

3. Develop and understand the relationship between energy innovation member 

incentives and kWh and kW demand savings. Collect and organize data in such a 

manner that we begin to understand how increasing or decreasing member incentives 

affect kWh or kW demand savings. 

4. Implement a Smart Home pilot project to provide our members with energy usage 

data and pricing information that enables our members to manage their kWh 

consumption, their monthly energy bill, and their home comfort. 

Implement a Smart Grid pilot project including (1) upgrading our existing SCADA 

(supervisory control and data acquisition) system, (2) installing an integrated volt var 

5 .  
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control (IVVC) pilot project, (3) installing (3) three self-healing grid pilot project, and 

(4) enhancing our communications network capacity and reliability. 

Strategy B - Develop and implement an Education Plan 

Key Action Items 
1. Develop and implement an education plan to communicate, educate, and encourage 

energy innovation. Promote controlling costs, preserving resources, and using energy 

wisely. Promote energy innovation as a tool to mitigate rising energy costs. 

Strategy C - Implement innovative and financially stable rate designs 

Key Action Items 
1. Decouple our revenue from kWh sales by increasing our customer charge to cover 

our fixed costs. This will allow OEC to become kWh sales neutral and to build a 

culture of energy innovation where we have no financial disincentives toward energy 

innovation. 

2. Investigate and develop innovative rate designs that encourage energy innovation 

rather than increasing energy sales. A few possible rate options include but are not 

limited to increased customer charges coupled with reduced energy charges and 

inclining energy blocks, time of use, critical peak pricing, pre-pay metering, and a 

customer charge component to fund energy innovation. 

Strategy D - Collaborate with Cooperative Partners 

Key Action Items 
1. Partner and collaborate with East Kentucky Power Cooperative (EKPC), National 

Rural Electric Cooperative Association (NRECA), Department of Energy (DOE), 

National Rural Utilities Cooperative Financial Cooperative (NRUCFC), CoBank, 

Rural Utility Services (RUS), Rural Electric Management Development Council 

(REMDC), and other cooperative partners to develop a comprehensive energy 

innovation plan that includes all aspects of energy from the generation plant to the 

member's home. 

2. Develop rate and pricing strategies to promote energy innovation and minimize rate 

class subsidization. 
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3. Promote distributed generation where it is economically and technically viable. 

Develop rate and pricing strategies to minimize rate class subsidization. 

4. Investigate alternative %el adjustment clause (FAC) formulas that reduce volatility 

and resolve timing issues. 

Strategy E - Secure funding for the Energy Innovation Plan 

Key Action Items 

1. Identify and utilize all federal and state funding opportunities available to encourage 

energy innovation. 

2. Investigate and utilize a mix of internal cooperative, RIJS, NRUCFC, and CoBank 

funding. 

Status Report: 

As of May 6,201 1 the status of our initiative is as follows. 

Stratem 6A1- Align the culture and business model with Energy Innovation 

The alignment of our culture and business model from dependency on increasing energy sales to 

one of energy innovation is ongoing and will continue over the next three years as we implement 

strategies 6A through 6E defined above. 

Stratem 6A2 - Investigate, develop, and implement energy innovation pilot projects 

In partnership with East Kentucky Power Cooperative we are engaged in several energy 

innovative projects including a water heater incentive program with a simple saver load control 

switch, a geothermal and high effkiency air source heat pump incentive program, Touchstone 

Energy Home incentive program, Button IJp and Simple Savers programs. 

The Button 1Jp pilot was completed in 2009 and was made available for the entire membership in 

2010. Button Up entails identifying home energy efficiency issues where significant energy is 

lost and providing financial assistance to improve the homes energy efficiency by adding 

insulation, caulking, and other home improvements to increase the homes efficiency. 
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The Simple Saver program allows members to reduce their peak hourly energy demand by 

agreeing to allow their water heaters and air conditioning units to be controlled when power 

prices are above normal. To date we have approximately 478 members participating in the 

Simple Saver program and approximately 630 load control devices installed. 

Stratem 6A3 - Develop and understand the relationship between energy innovation member 

incentives and kWh and kW demand savings 

We are working with National Rural Electric Cooperative Association’s (NRECA’s) Cooperative 

Research Network (CRN) and East Kentucky Power Cooperative (EKPC) in developing 

measurement tools to determine how successful each member incentive program has been in 

regards to encouraging participation in our energy innovation programs. Incentives and 

programs that are not successful will be discontinued and those that are successful will be 

continued. Promotional efforts will be measured based upon member participation. 

As more effective measurement and verification technologies develop we will work to improve 

our ability to quantify the amount of energy and capacity saved or shifted in time. Results from 

our 2009 Button-Up pilot program showed an average reduction of 8,389 BTTJ’s per house; 2.45 

KW reduction per house, at an average cost of $1,8 10 per house. 

Additionally, during 2009 we conducted approximately 400 in-depth energy audits in our 

member’s homes. In concert with our formal energy audits, our representatives are constantly 

involved with consultations with our membership concerning energy efficiency. Supplementing 

these efforts are numerous informational resources we provide our membership that 

communicate all aspects of energy innovation. For more information concerning our 

Communications Plan please refer to Exhibit 14. During 201 1, in concert with launching our 

smart home pilot we plan to increase our efforts and resources in the area of energy advising to 

our members. An additional energy advisor position is planned for 201 1 to accommodate our 

efforts in this area. 
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Stratem 6A4 & 6A5 - Develop Smart Home and Smart Grid pilot projects 

In November 2009 we were awarded a grant from the Department of Energy along with 27 other 

electric cooperatives to develop smart grid and smart home demonstration pilot projects. 

In regards to smart home development, the project is in the Request for Proposal (RFP) stage. 

We are working with NRECNCRN to develop an W P  requesting bids from three (3) to five ( 5 )  

vendors to implement a 100 home Smart Home pilot in 2012 including a smart meter with 

ZigBee communication protocol interfaced with a home energy network including an energy 

dashboard, in home display, smart thermostat, smart appliances, smart switches smart phone, 

GUI software interface where members can manage their energy use and make decisions on how 

to manage and monitor the energy their home consumes. The system will be required to have an 

internet interface capability for large data communication needs as well as a smart phone 

member interface. Specific timing is dependent upon expected development of in-home energy 

technology. 

In April of 201 1 we launched a “Beat the Peak” Kentucky DEDI pilot to introduce newly 

developed processes and systems to inform our members of times of system wide high energy 

use an cost so they can voluntarily curtail load. We will be using our recently deployed AMI 

system, with new in home alert devices and social media Communication systems. We have 

partnered with EKPC to perform the energy measurement and verification portion of this pilot 

project. 

In April of 2011 we commissioned the Penn Self Healing DEDI pilot. The pilot involves the 

installation of smart switches (reclosures) that communicate status & data back to our Owen HQ 

and can be controlled by a Cooper Yukon Feeder Automation (YFA) system. In an outage 

situation the controller monitors the status points and self heals the system restoring power to the 

maximum number of member accounts that can be healed. Historical outage history suggests 

that we can reduce the outage duration experience by 50 to 70%. We are monitoring the system 

results currently and will continue for a period of one year. 
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Two industrial self healing projects are scheduled as part of the DOE stimulus program and will 

be launched in 2012. These projects will provide backup distribution systems with automatic 

failover to the industrial members to eliminate diesel generators and reduce the cost of backup 

systems. 

In addition we have an approved Integrated Volt Var Control DOE stimulus project that is in the 

development stage currently and will be launched in 2012. This project will be looking at ways 

to optimize distribution lines voltages and currents using sensors, capacitors and regulators with 

ongoing intelligent communication to provide the best voltage to our members and minimize 

energy losses. 

In regard to other smart grid projects, Owen Electric is upgrading our SCADA (Supervisory 

Control and Data Acquisition) system, and enhancing our communications network capacity and 

reliability. These projects will give us more communication capability, enhanced reliability as 

well as new data collection capability at the substation to enable us to handle current and future 

smart grid data and comunication requirements. A scope of work and budget has been 

developed for the projects and we are currently working with potential vendors to order 

equipment. Installation is scheduled for the second half of 201 1 through the end of 2012. 

Strategy 6B - Develop and implement an Education plan 

We have developed an education plan which includes demonstration projects, a comunication 

plan, and other member and community educational efforts. Our communication plan was 

developed in concert with our 2010 and 201 1 strategic plans and our 2010 and 201 1 budgets. 

Please refer to Exhibit 14 for a copy of the education & communication plan. 
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Stratepies 6C1 & 6C2 - Redesign our rate structure to be energy sales neutral and develop rates 

to promote energy innovation 

This rate case filing is the culmination of our efforts to realign our rate structure to encourage 

wise energy use, to provide members with information to make wise energy decisions utilizing 

reliable and proven technology. 

Strategy 6D1 & 6D2 - Collaborate with our Cooperative partners to develop an energy 

innovation plan. 

We are working in unison with East Kentucky Power Cooperative (EKPC) and our fellow 

distribution member owners of EKPC to develop cost of service power supply rates that will 

encourage energy innovation. A rates task force was developed in August of 2009 and hired a 

consultant who prepared a cost of service and rate study based upon 2009 test year. The results 

are presently being used to determine how to restructure our rates in 20 12. 

EKPC and our fellow member cooperatives are working with Kentucky environmental groups, 

as members of the EKPC DSM/RE Collaborative, to develop and recommend DSM action items 

for the EKPC Board to consider. I have accepted the position of DSM Collaborative co-chair. 

The collaborative is investigating DSM best practices, benchmarking our programs, investigating 

rate and economic issues regarding DSM, and investigating technology opportunities to advance 

DSM efforts at EKPC. 

In addition we are working with our DEDI partners, and our NRECNCRN partner to launch the 

smart grid and smart home pilots discussed above. 

Lastly we are working with our financial partners, RTJS, NRTJCFC, and CoRank to ensure 

adequate financing for our energy innovation initiative. 
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Strategy 6D3 - Promote distributed generation and develop and implement a solar demonstration 

project. 

Owen is very supportive and assists our members and their consultants as requested in regards to 

investigating distributed generation, understanding the net metering tariff requirements, 

installing distributed generation, and meeting all applicable codes and regulations. We are 

presently working with a group of Northern Kentucky investors to install two 1MW solar power 

facilities on our distribution grid. We anticipate signing agreements in the next month and filing 

our proposed PPA with the Public Service Commission for approval shortly thereafter. 

Strategy 6D4 - Investigate alternative fuel adjustment clause formulas 

The fuel adjustment clause is a constant source of member dissatisfaction. Specifically the 

monthly volatility of the rate is the greatest source of member irritation. The issue is challenging 

in that it is complex and requires regulatory and legislative cooperation and collaboration. The 

issue is being discussed by East Kentucky’s rate task force. 

Stratem 6E - Secure Funding 

Owen Electric has been awarded Department of Energy funding for five Smart Grid 

demonstration projects and has been awarded two Commonwealth of Kentucky DEDI 

demonstration projects. Both awards fund roughly half of the projected cost of our pilot projects. 

The remaining funds coming from a mix of internal sources as well as our traditional lending 

partners RUS, NRUCFC, and CoBank. 

Conclusion 

The transition from encouraging increasing energy consumption to promoting energy innovation 

and the wise use of energy will be challenging and will require partnering with our technology, 

research and development, generation, financial, and regulatory partners as well as educating, 

preparing, and encouraging our members to utilize the tools and take advantage of energy 

innovative opportunities as they become available. We look forward to the challenge, embrace it 

as our vision, and have made it our mission to assist our members as they choose to make wise 

energy choices and manage their energy use. 
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Owen Electric Energy works hard to help our members become more energy efficient. We have 

given out thousands of compact fluorescent light bulbs (CFLs), perfonned energy audits over the 

entire system, and offered rebates on energy efficient home building practices and existing home 

improvements. We have conducted energy efficiency seminars for many groups and 

organizations such as Community Action agencies, senior citizen groups, and schools. In 

addition we have hosted energy efficiency “best practices” workshops for area builders and 

HVAC contractors. 

Q31. What are your conclusions regarding this rate case proceeding? 

A31. In an age of member economic financial stress, rising fuel costs, increasing 

environmental compliance costs, and increasing generation construction costs it is imperative 

that the customer charge be realigned to match fixed costs so that energy innovation, efficiency, 

conservation, and demand response can be aggressively pursued without placing the electric 

cooperative in financial peril. We look forward to working with the Commission in 

implementing rate designs that help our members reduce their energy bills through energy 

innovation efforts including efficiency, conservation, and demand response. Energy innovation 

is a win-win proposition for our members and for the cooperative. In order to begin 

accomplishing this vitally important goal we ask that the commission approve our request to 

increase our customer charge by $2.50 each year to $25.00 in 2015, to implement an inclining 

block rate, and to implement a variety of time of day rate choices. 

Q32. 

A32. Yes, it does. 

Does this conclude your testimony in this case? 
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Affiant, Mark A. Stallons, states that the answers given by him to the foregoing questions are 

true and correct to the best of her knowledge and belief. 

Mark A. Stallons, President & CEO 

Subscribed and sworn to before me by the affiant, Mark A. Stallons, this ub day of May, 

2011. 

Notary 

State-at-L,arge 

My Commission expires &/m/”5 . 
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OWEN ELECTRIC COOPERATIVE 

CASE NO. 2011-00037 

PREPARIED TESTIMONY OF JAMES R. ADKINS 

Q1. State your name and business address. 

Al. I am James R. Adkins doing business as Jim Adkins 

Consulting ("JAC,,) and my business address is 1041 

Chasewood Way, Lexington, KY 40513-1731. JAC has been 

certified by the United States Department of Veteran's 

affairs as a Service Disabled Veteran Owned Small 

Business ("SDVOSB" ) 

Q2. What has been your role in the development of these 

tariffs for the changes in the customer charges and 

energy rates for Schedule 1 - Residential and Schedule 
1 - Small Commercial and the optional rates applicable 

to those members served under the current Schedule 1 - 

Farm and Home? 

My role in this application has been to assist Owen 

in the development of these new rates. 

A2. 

Q3. What is your professional experience in the area of 

electric utility rate-making? 

A3. I have spent the last thirty-four years dealing 

with electric utility rates. 1. was employed by East 

Kentucky Power Cooperative (\\EKPCN) as its Pricing 

Manager for almost twenty-five years. I was employed 

the Prime Group, LLC as a senior consultant €or 
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approximately one year. 

the last eight years. Prior to my electric utility 

career, I was employed in the finance and accounting 

I have been self-employed for 

areas of the medical care field for close to eight 

years. I am also retired from the United States Army, 

active and reserve, and I served in Army as an 
infantryman in the Republic of Vietnam in the late 

1960s. 

Q4. What is your educational background? 

A4. I received a Bachelors Degree in Commerce with a major 

in banking and finance in 1971 and a Masters of 

Science in Accounting in 1976. Both of my degrees 
were granted by the University of Kentucky. Since 

then, I have attended several seminars, conferences 

and courses on rate-making as well as making 

presentations at many conferences and seminars on 

electric utility rate-making, the cost of service, and 

rate design. 

Q5. Have you ever appeared as a witness before this 

Commission? 

I have appeared as a witness before this Commission 

many times in rate applications, applications for 
certificates public convenience and necessity, fuel 

adjustment clause hearings, and administrative cases. 

I have testified on the behalf of East Kentucky Power 

Cooperative (“EKPC”) and for all of EKPC’s member 

A5. 
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cooperatives and for other distribution cooperatives. 

I first appeared as a witness before this Commission 

in the fall of 1978 in an administrative case dealing 

with the Fuel Adjustment Clause. 

Q6. What is the purpose of the proposed changes in the 

customer charges and energy rates for Schedule 1 - 

Farm and Home and Schedule 1 - Small Commercial? 

A6. Owen Electric Cooperative Corporation ("Owen") is 

proposing to raise its customer charge for the farm 

and home rate class from the current amount of $11.30 

per month to eventually increase to $25.00 per month 

in 2015. The first increase would be to $15.00 per 

month in 2011 and in increments of $2.50 for each 

remaining year. For the small commercial rate class, 

the customer charge would increase eventually to 

$35.00 month from its current amount of $13.34 per 

month. The first increase would be to $20.00 per 

month with and in increments of $5.00 for each 

succeeding year until 2014. 

The energy rate would decrease each year so that the 

decrease in revenues generated by the changed energy 

rate would equal the increase in revenues due to the 

change in the customer charges. T h i s  results in 

revenue neutrality for both of these rate classes. In 

other words, the revenues that Owen would receive from 

these rate classes would be approximately the same for 

all five changes in rates for the residential class 
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Q 7 .  

A 7 .  

and for all four changes in the small commercial rate 

class. 

The primary purpose of these changes is to provide for 

a better alignment of the consumer related costs with 

the monthly customer charge. From the cost of service 

study on which the proposed rates are based, the 

monthly consumer related costs is $27.66 for the farm 

and home rate class and $35.71 for the small 

commercial rate class. In 201.5 for the farm and home 

class, approximately $0.00911 per kWh or twenty-four 

percent of Owen's distribution costs wou1.d be 

collected through the energy rate. For the small 

commercial rate class, approximately $0.0114 or 

thirty-seven percent would be collected from the 

energy rate. Provided in Attachment A to this 

testimony is a breakdown of the costs to serve these 

rate classes based on the Cost of Service Study on per 

customer and a per kWh basis. 

In your opinion, does this increase in the customer 

charge provide an appropriate incentive for Owen to 

assist its members in lowering their consumption and 

managing their electric bills. 

I believe that this provides Owen with an incentive to 

better assist its members manage their usage and 

bills. In the short run, the largest segment of 

Owen's costs are its wholesale power costs and they 

are variable and based on usage. Owen's other large 
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segment of costs is its distribution costs and these 

are fixed in the short run. By recovering its 

distribution costs through its monthly customer 

charge, Owen is better assured the recovery of its 

distribution costs. Owen becomes much less concerned 

about its level of energy sales and is able to 

concentrate on assisting its members to conserve 

energy and manage their bills. 

8Q. What means in the area of rates is Owen providing for 

its members to better manage their bills? 

8A. Owen is offering four (4) optional rate schedules that 

provide its members will the potential to better 

manage their bills. 

include three different time-of -day (’TOD”) rate 

schedules and one inclining block rate schedule. 

These optional rate schedules 

9Q. Describe these proposed new, optional tariffs. 

9A. The specific details on these optional rate tariffs 

are provided as a part of Exhibit 6 in this filing. 

This exhibit provides the basis details on the 

development of each tariff. Each one of these optional 

rates will be addressed. Owen has developed three 

different farm and home TOD rates. The primary 

differences in these rate schedules are difference in 

the on-peak and the off-peak hours and the energy 

rates. The energy rates differ because of the 

difference in energy kWh which is a result of the 
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difference in hours for the on-peak and off-peak 

periods. The purpose of the proposed farm and home 

TOD rates is to present a rate design that has a real 

incentive in its on-peak energy rate design as well as 

in its off-peak energy rate design. It is intended to 

provide farm and home customers an opportunity to 

lower their electric bills if they are willing to make 

changes in their electric consumption pattern. Three 

TOD rates are presented that is intended to 

accommodate the various lifestyles of Owen's members. 

The customer charge is set at $25.00 per month which 

is the eventual target amount for the standard farm 

and home rate class. The off-peak energy rate is 

$0.06000 per kWh. The on-peak energy rate will vary 

with each rate schedule because of the amount energy 

sold during the on-peak hours based on the test year 

of 2009. 

The residential inclining block rate is specifically 

designed for consumers who consistently use 500 kWh 

per month or less. The rate schedule contains three 

(3) energy rate steps. The first step is for usage 

from 0 - 300 kWh per month and the energy rate is 

based on a reduction of 1.25 cents per kWh from Owens' 

energy rate of $0.08227 kWh when its proposed customer 

charge reaches $25.00 per month. The second rate step 

is for usage from 301 - 500 kWh and has an energy rate 

that is one cent greater than the $0.08227 rate. The 
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last step is for usage of 501 kWh or more and is 

priced at a premium of three cents per kWh over the 

energy rate the energy rate for the previous step. 

Q 7 .  What is Owen proposing in this new TOD rate that is 

significant? 

Owen is proposing several significant items in 

the proposed TOD rate designs: 

247. 

Three different TOD rate designs are offered that 

provide an opportunity for members with different 

lifestyles and usage patterns. 

The off-peak energy rate is set at a very low 

price because most of the distribution costs are 

being recovered through the customer charges. 

The on-peak energy contains a real penalty by 

setting it higher than the standard, average rate 

design but not so high that it may cause members 

hesitation in selecting a TOD rate design. 

0 

0 

The three different variations or on-peak hours 

and off-peak hours have been developed. 

The proposed customer charge is set at $25.00 to 

minimize the risk that Owen might have any free 

riders. Less distribution costs are required to 

be collected from the energy rate. 
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very similar to the way that 

Grayson RECC developed their 

Q8. Please explain the basis for 

proposal? 
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been developed in manner 

Blue Grass Energy and 

residential TOD rates. 

the development of this 

A8. The rates developed in this proposal are based on 

Owen’s current retail rates approved by this 

Commission in January of this year, load research 

produced by East Kentucky Power Cooperative, and a 

Cost of Service Study (‘C0SSN) was completed for Owen. 

The test year for this proposal is calendar year 2009. 

Q9. What approach did Owen use to develop these rates? 

A9. First a COSS was completed and evaluated with 

emphasis upon the rate classes Schedule 1 - Farm and 

Home, and Schedule 1 - Small Commercial to determine 

the revenue produced from current rates which became 

the basis for the revenue requirements for the TOD 

rates, and the rates with the customer charge changes. 

QlO. What did Owen do next? 

A10. Owen reviewed and analyzed the load research 

information provided by EKPC and felt that it would be 

reasonable to offer more than one TOD rate for Schedule 1 - 

Farm and Home with varying on-peak and off-peak hours. 

Owen feels that several TOD rates options will help to 
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maximize its members opportunities to better manage their 

electric bills and enhance their conservation potential. 

Q11. Are their some risks in these proposed changes? 

All. Some risks do exist for Owen with a reduction in 

its on-peak hours for some of its TOD ate options. 

The primary risk is associated with a wholesale 

billing peak that might occur in those hours that are 

on-peak hours for EKPC but off-peak hours for Owen. 

Owen has looked at E K P C ' s  billing peaks for a ten year 

period and it is very unlikely that one may happen in 

this situation. Owen feels that it is worth the risk 

in order that it may provide a rate design that has 

some real incentives to shift load from on-peak to 

off-peak periods. Additionally, Owen has minimized 

this risk to the best way possible by minimizing the 

amount of distribution costs that are recovered 

through the energy rate. 

Q12. What is the initial expected acceptance of this 

proposed rate? 

A12. Some time may exist before a member might take 

advantage of this rate design and the initial ones 

that take it may not have to shift load to reduce 

their bill ("free riders"). However, with the passage 

of time and because of the comprehensive education 

program developed by Owen, members that are not free 
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riders will see that some potential exists for them to 

reduce their electric bill by selecting one of these 

TOD options. 

Q13. What is the purpose of the inclining block rate 

proposal? 

A13. The purpose of this rate proposal is to provide an 

opportunity for those members whose energy consumption 

is much less than most of Owen’s other members to 

manage their electric bill. 

contains a customer charge at an amount very close to 

the customer charge rate in year one for the proposed 

changes in the standard Schedule 1 - Farm and Home 

rate. The basis for this rate is the recovery of the 

consumer related cost to connect a member to the 

distribution grid. 

discounted rate for the first block of 0 to 300 kWh 

and is geared primarily to those consumers whose 

monthly usage is 500 kWh or less. 

This rate proposal 

This proposal also contains a 

A billing frequency analysis provided in Exhibit was 

utilized to determine the number of customers that 

could utilize such a rate. Based on the frequency 

analysis, Owen may have slightly less than twenty-two 

thousand customers whose average monthly consumption 

is 244 kWh per month and may be candidates for this 

schedule. The design of this rate as covered above is 

somewhat judgmental. Basically, Owen wanted to 

provide a possible rate break for those customers. 
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Q 1 4 .  Will other distribution cooperatives served by EKPC 

develop rates that might be similar to this TOD 

propos a1 ? 

A 1 4 .  Other cooperatives have a significant interest in what 

Owen is proposing in this application and in 

developing a comprehensive package of rate options f o r  

their members. 

Q l 5 .  Is Owen taking any risk with this rate design for 

inclining block rates? 

A 1 5 .  Owen feels that some risk does exist because the 

rate is designed for those consumers with usages of 

500 kWh or less. In that circumstance, Owen would 

receive less revenue from those customers that what it 

is currently receiving. 

Q 1 6 .  Why i s  Owen maki.ng this unique proposal? 

A 1 6 .  Owen has made this proposal to insure that it is 

making opportunities available to all of its 

customers. Owen has many low usage consumers over the 

years who may have not really been major contributors 

to Owen's increases in costs and its rates. This is 

Owen's approach to provide them opportunities to 

reduce their electric bill. This Residential 

Inclining Block Rate is a part of the rate options 

that Owen wishes to make available to all its 

consumers. 
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Q17. How will Owen inform its members of these rate 

Opt ions? 

A17.  When the Commission approves these options, 

Owen plans to set in motion an education program for 

its members which will include the following aspects: 

0 Inserts in The Kentucky Living magazine, 

0 Development of pamphlets that will contain 

information on these options, 

0 Contacting the local community action 

agencies, 

0 Maybe the conduct of some special meetings 

in regards to these options. 

Owen has presented this plan as a part of this 

application. 

Q18. Does this conclude your testimony? 

A18. This concludes my testimony. 
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OWEN ELECTRIC COOPERATIVE 
BREAKDOWN OF COST 

FOR SCHEDULE 1 - FARM & HOME AND SCHEDULE 1 -SMALL COMMERCIAL 

Zevenue from Rates 

.ess Purchased Power Costs 
Demand 
Energy 

Total 
boss Margin 

.ess Distribution Costs 
Demand Related 

Stations 
Lines 
Transformers 

Total Distribution Realted 

Consumer Related 
Lines 
Transformers 
Services 
Meters 
Consumer Svc 

& Accouting 
Outdoor Lighting 

Total Consumer Related 
'otal Distribution Costs 

Schedule 1 
Farm and 

tic 
Per k W h  

$ 0.10510 

$ 0.02078 
$ 0.05410 
$ 0.07488 
$ 0.03022 

$ 0.00004 
$ 0.00778 
$ 0.00129 

0 

$ 0.01085 
$ 0.00109 
$ 0.00214 
$ 0.00449 

$ 0.00669 

$ 0.02526 
$ 0.03437 

e 
'er Member 

11 5.07 

22.75 
59.23 
81.98 
33.09 

0.04 
8.51 
1.42 
9.97 

1 1.88 
1.19 
2.34 
4.92 

7.33 

$ 27.66 
$ 37.63 

Schedule 1 
Small 

COR 
Per kWh 

$ 0.1021 

$ 0.0216 
$ 0.0541 
$ 0.0757 
$ 0.0263 

$ 0.0000 
$ 0.0105 
$ 0.0008 
$ 0.0114 

$ 0.0072 
$ 0.0012 
$ 0.0037 
$ 0.0030 

$ 0.0044 

$ 0.0195 
$ 0.0309 

iercial 
Per Member 

$ 187.07 

$ 
$ 39.63 
$ 99.17 
$ 138.80 
$ 48.27 

$ 0.09 
$ 19.28 
$ 1.51 
$ 20.87 

$ 13.15 
$ 2.13 
$ 6.86 
$ 5.45 

$ 8.12 

$ 35.71 
$ 56.58 
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Affiant, James R. Adkins, states that the answers 

given by him in the foregoing questions are true and 

correct to the best of his knowledge and belief. 

James R. Adkins c/ 
Subscribed and sworn to before me by the affiant, 

James R. Adkins, this &a day of May, 2011 

MY Commission expiresFQq 2, . 

Notary Public, State of-Kentucky at Large 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF ADJUSTMENT 

OF RATES OF OWEN ELECTRIC 

COOPERATIVE CORPORATION CASE NO. 2011-00037 

PREPARED TESTIMONY OF REBECCA WITT 

Q1. Please state your name, business address, and occupation. 

A l .  My name is Rebecca Witt and my business address is 8205 Highway 127 North, Owenton, 

Kentucky 40359. I am the Senior Vice President of Corporate Services for Owen Electric 

Cooperative (“Owen Electric”). 

Q2. Please state your education and professional experience. 

A2. I received a B.S. degree in Accounting from Western Kentucky TJniversity in 1993. 

Following graduation, I worked for seven (7) years as a Certified Public Accountant, and had a 

variety of duties including tax and audit responsibilities. In 2000, I became the Controller of 

Wholesale Petroleum, Inc. in Owensboro KY, and was responsible for the company’s financial, 

tax, and accounting functions. In 2003 I took the position of Accounting Manager at Kenergy 

Corp, a rural electric cooperative located in Henderson, KY. I was employed by Owen Electric 

as its Chief Financial Officer in April 2007, and became the Cooperative’s SR VP of Corporate 

Services in July 2007. My responsibilities include managing the accounting & finance group. I 

am also responsible for the Cooperative’s safety, human resource, and process improvement 

functions. I am a certified public accountant, licensed to practice in the state of K.entucky. 

Q3. Are you familiar with accounting work and accounting procedures for rural electric 

cooperatives? 

A3. Yes. I have had significant prior experience in electric cooperative accounting and have 

done accounting work in the preparation of rate cases for Owen Electric and Kenergy Corp. for 

presentation to the Public Service Commission. 
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Q4. Did you prepare or assist in the preparation of the financial exhibits for Owen Electric 

filed with its Notice Application in this case? 

A4. Yes, I worked with the assistance of Jim Adkins, Consultant, in the preparation of these 

exhibits, and am familiar with them. In my opinion, the material contained in these exhibits is 

correct. 

Q5. Please state whether the statements of facts contained in this Notice are true. 

AS. Yes. To the best of my knowledge and belief, the statements of facts contained in this 

Application are true. 

Q6. 
Commission? 

A6. To seek an adjustment in retail rate design in order to align the interests of the Cooperative 

and its members with respect to energy innovation, efficiency, conservation, and demand 

response efforts. The purpose of the design in base rates is for the Cooperative to align, over a 

five year period, its customer charge with its fixed cost, so that it may promote energy efficiency 

and conservation to its entire membership, while still maintaining the Cooperative’s financial 

integrity. Additional optional rate offerings are also being requested in order to provide our 

members choice in how their rates are structured. 

What is the purpose of this Notice of Application of Owen Electric to this 

Q7. What considerations were given to the rate design adjustment that Owen Electric is 

seeking? 

A7. The rate design adjustments were developed to be revenue neutral, in that no new additional 

revenue is being sought by Owen Electric. The proposed design in rates is, therefore, neutral 

with respect to revenue for each of the effected rate classes. The long established principle of 

gradualism was utilized to align the customer charge with Owen Electric’s fixed cost over a 

period of five years in order to minimize the financial impact, on an annual basis, to individual 

members within each rate class, as well as to minimize the expense to the Cooperative’s 

members of filing multiple rate design cases. 
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In the design of the optional rate offerings, consideration was given to the numerous energy 

efficiency, conservation, and demand response programs that Owen Electric currently offers to 

its membership, as well as additional pilot projects that Owen Electric has developed that are in 

the process of being implemented. Theses optional rates will give members a choice of rate 

designs to assist them in their conservation and energy efficiency efforts and in managing their 

monthly electric bill. 

QS. What is the Test Year used by Owen Electric for its financial data compiled to the 

Commission in the Application? 

AS. The twelve months ended December 3 1 , 2009 was selected as the Test Year. 

Q09. How was the proposed rate design developed? 

A09. The rate design adjustments were developed based upon the Cost of Service Study prepared 

in conjunction with Jim Adkins, consultant. 

QlO. How will the proposed rate design be implemented? 

A10. The proposed rate design for base rates will be implemented over a five year period. Each 

year, the customer charge will increase, and the energy charge will decrease, to the amounts 

proposed in the Application. Additional adjustments in retail rates, due to adjustments passed 

through by Owen Electric’s power supplier, such as increases in wholesale power cost, file1 or 

environmental surcharge adjustments, etc., will be filed as separate cases, as they have been 

historically. Should Owen Electric determine, during this five year period, that an increase in 

revenue is needed, a separate general rate case will be filed with the commission, as prescribed 

by statute. 

The optional rate offerings requested in this Application will be available to Owen Electric 

members immediately upon approval by the Commission. A communication dnd education plan 

has been developed to assist members, who wish to choose one of the optional rate designs, in 

deciding which rate structure might be the best fit for them. 
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Q11. In your opinion, are the adjusted rates requested in this Case by Owen Electric 

Cooperative necessary to achieve the goals of promoting energy efficiency and conservation 

while maintaining the financial integrity of the Cooperative? 

A1 1. Yes. To enable Owen Electric to maintain its financial integrity, while promoting energy 

efficiency and conservation, it is necessary that it be permitted to adjust its rates as proposed in 

this Application. Currently Owen Electric’s customer charge of $1 1.30 is less than half of the 

required $27.66 needed to recover the cost of providing service to its Residential Class members. 

Likewise, the cost of providing service to the Small Commercial Class members is $35.71, as 

opposed to the current customer charge of $13.34. The remainder of the fixed cost is currently 

recovered in the energy charge for both rate classes. In order to promote energy efficiency and 

conservation, Owen Electric must advocate that its members reduce their energy usage. Any 
substantial reduction in energy sales, however, results in an under recovery of fixed costs, and 

creates a financial hardship to the Cooperative. By approving the rate structure as proposed in 

the Application, the Commission will enable Owen Electric to recover the majority of its fixed 

costs through the customer charge, and make it possible for the Cooperative to promote reduced 

energy usage without harm to its financial condition. 

Q12. Does this conclude your testimony in this case? 

A12. Yes, it does. 
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Affiant, Rebecca Witt, states that the answers given by her to the foregoing questions are 

Subscribed and sworn to before me by the affiant, Rebecca Witt, this 6 -f%- 
day of May, 201 1. 

Notary gm 6i 774 t /l L4a- 
State-at-Large 
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ONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF ADJUSTMENT 

OF RATES OF OWEN ELECTRIC 

COOPERATIVlE CORPORATION CASE NO. 2011-00037 

PREPARED TESTIMONY OF MICHAEL L. COBB 

Q1. Would you please state your name and business address. 

A1 . Michael L. Cobb, with a business address of 8205 Highway 127 North, Owenton, Kentucky 

40359. 

42 .  What is your occupation? 

A2. Senior Vice President-Customer Service & Marketing for Owen Electric Cooperative 

(“Owen Electric”). 

43 .  How long have you been employed at Owen Electric? 

A3. I was employed in November 1987 as the Senior Accountant. During my career at Owen 

Electric, I have held numerous positions including Manager-Corporate Accounting and Interim 

CFO. Presently I am Owen Electric’s Senior Vice President of Customer Service and Marketing. 

Q4. What is your educational background? 

A4. I have a Bachelor of Business Administration (1983) and Master of Business Administration 

(1 984) from the University of Kentucky. 

Q5. What considerations were given to the rate design adjustments that Owen Electric is 

seeking? 

A5. The rate adjustments are designed to align Owen Electric’s customer charge with its fixed 

cost of service over a five year period of time. This will allow Owen Electric to become kWh 

sales neutral so that Owen may aggressively promote energy efficiency and conservation without 

jeopardizing its financial integrity. The rates proposed are designed to be revenue neutral and 

follow the concept of gradualism. 
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Additional optional rate offerings (Time of Day and Inclining Block) are also being proposed to 

offer our members rate choices, promote energy conservation, demand management and the 

ability to manage their bill. 

Q6. Did you prepare or assist in the preparation of the educatiodcommunications plan (Exhibit 

14) for Owen Electric filed with its Notice Application in this case? 

A6. Yes, I worked with the assistance of Jim Adkins, Consultant, in the preparation of this 

exhibit, and am familiar with them. In my opinion, the educationalkornmunications plan is 

comprehensive and will be effective. 

Q7. What is the purpose of the educatiodcommunications plan developed by Owen Electric? 

A7. To communicate, educate, and encourage energy innovation as a tool to mitigate rising 

energy costs, to promote controlling costs and using energy wisely, and to provide clear and easy 

to understand information regarding rate options available to members. 

QS. What considerations were given to educate the membership of Owen Electric? 

AS. As Owen Electric expands the rate offerings available to its membership, education becomes 

increasingly important. Our members will need more information to make decisions about 

which rate schedule(s) they should consider to assist them in managing their electric bill. 

Q9. How will the educatiodcommunications plan be implemented? 

A9. There are two audiences to educate: those internal to the cooperative (our member contact 

personnel) and external stakeholders (member/consumers and the public at large). The overall 

message is that Owen Electric is promoting rate choices and the ability to gain control of one’s 

utility bills. 

Internally, meeting with and training Customer Service Representatives (CSR’s) and other 

member contact personnel will be essential. First, a presentation explaining the menu of rate 

choices and the motive behind the new offerings will be given. Following this, the CSR’s will 

go through extensive training explaining who is targeted for each menu rate offered, how to 

recommend the alternatives to a member, and go through an example of what the net effect is to 

the member. A script will be written to assist the CSR and a FAQ list for quick reference will be 

generated. 
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Externally, the message of rate choices will be advocated. Bill inserts will accompany monthly 

bills. These inserts will be simple and promote a choice of rates. The goal is for the member to 

become interested and call the Cooperative to obtain additional information from a trained CSR. 

At that point, the CSR will direct the member to a rate best suited for their lifestyle and usage 

patterns. Articles in the Kentucky Living magazine will be published announcing and explaining 

the new rate choices. Owen Electric personnel will network throughout the communities they 

serve by attending and presenting Owen’s rate options at community events and meetings (i.e. 

community action centers, senior citizens, civic groups, etc.. .). Facebook postings and Tweets 

will also point out the new rate offerings. Later a more targeted approach will be used where 

members who best fit the rate options will receive direct mailings andor bill inserts catered 

towards a specific optional rate. A rates website page will be developed which will be linked 

from the company’s main website and will have easy to follow narratives and illustrations of 

Owen’s rate options and examples of each. 

Energy conservation, energy efficiency and demand side management (DSM) initiatives are an 

extremely important focus of Owen Electric. This focus will intensify and will become 

increasingly more important in the future. Robust and ongoing communications to educate our 

membership about these programs is critical. A central message of Owen Electric’s 

communication efforts associated with this rate case will be to promote these initiatives and 

expanded rate choices to our membership as a means to manage their energy bill. 

Q10. Does this conclude your testimony in this case? 

A10. Yes, it does. 
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Affiant, Michael L. Cobb, states that the answers given by him to the foregoing questions 

are true and correct to the best of his knowledge and belief. 

Michael L. Cobb, Senior Vice President-Customer Service & Marketing 

Subscribed and sworn to before me by the affiant, Michael L. Cobb, this h day 
of May, 201 1. 

&%UAU_ W .  ,Am~iw 
Notary Public, Kentucky State at Large 

My Commission Expires: “Jy1% d, a l a .  
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PACT ON REVENUES 

The proposed rate des igns  h a v e  been  constructed o n  t h e  basis of revenue  neutrality 

If all customers  were  placed o n  a n y  of t h e  ra tes  des igns  where  t h e  cus tomer  charges 
have  been  changed  and  also on  any  of t h e  time-of-day rates,  t h e  revenues  were  be 
the  s a m e  as Owen would receive from the  current rate design based o n  t h e  tes t  
year  billing determinants. 
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Inclining ___ 

Rates 

$ 15.78 
$ 19.27 
$ 22.76- 
$ 26.25 
$ 29.73 
$ 33.22 
$ 36.71 
$ 41.32 
$ 45.94 
$ 50.55 
$ 55.17 
$ 59.89 
$ 69.12 
$ 78.35 
$ 87.57 
$ 96.80 
$ 106.03 
$ 115.25 
$ 124.48 
$ 133.71 
$ 142.94 
$ 152.16 
$ 161.39 
$ 170.62 
$ 179.84 
$ 189.07 
$ 212.14 
$ 235.21 
$ 258.27 
$ 281.34 

Block .- 

_ _ - ~  
-- 

_ _ _ _ _ ~  

_- 

IMPACT OF THE RATE PROPOSALS ON THE AVERAGE CONSUMER 

- kWh Usage 
0 
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900 
1000 
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1300 
1400 
1500 
1600 
1700 
1800 
1900 
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2250 
2500 
2750 
3000 

IMPACT OF RATE PROPOSALS UPON CONSUMERS -- 

-- __ - 
$ 11.30 ___ $ 15.00 __ $ 17.50 

16.04 ____ 19.57 __ 21.96 1 
20.78 - 24.14 -_ - 26.4 1 
25.52 - 28.71 __ 30.87 
30.26 __ __. 33.28 35.32 
35.00 __ 37.85 - 39.78 - 
39.73 - 42.42 44.24 - 
44.47 - 46.99 - 48.69 
49.21 51.56 1 53.1 5 1: 

__- 53.95 1 56.13 57.60 
58.69 __ 60.70 1 62.06 1 
68.17 - 69.84 - 70.97 
77.65 78.98 - 79.88 - 
87.12 88.12 88.79 1 
96.60 - 97.26 97.71 __ 

106.08 __ 106.40 - 106.62 
115.56 ____ 115.54 1 115.53 1 
125.04 __ 124.68 124.44 
134.51 133.82 1 133.35 1 
143.99 - 142.96 142.26 
153.47 152.10- 151.18- 
162.95 - 161.24 I 160.09 1 
172.43 1 170.38 __ 169.00 - 
181.90-- 179.52 177.91 
191.38 - _  188.66 - 186.82 - 
200.86 - 197.80 __ 195.73 1 
224.56 __ 220.65 218.01 
248.25 - 243.50 1 240.29 z 
271.95 266.35 262.57 
295.64 - 289.20 - 284.85 - 

- _ _ _ _ ~ -  

AT VARIOUS USAGE LEVELS 

$ 20.00 
24.34 
28.68 
33.03 
37.37 
41.71 
46.05 
50.39 
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59.08 
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148.4C 
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-____ 
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Actual Current 
Billing Data Rate 

BILLING ANALYSIS FOR CURRENT RETIAL RATES 

Annualized 
Revenues 

L SCHEULE 1 FARM AND HOME 

Actual Current 
Billing Data Rate 

Annualized 
Revenues 

Customer Charge 648,908 $ 11.30 7,332,660 

710,449,061 $0.09478 67,336,362 Energy Charge per kWh 

Total From Base Rates 74,669,022 

Current 
Rate 

Annualized 
Revenues 

Customer Charge 

Energy charge per kWh 

Total from base rates 

SCHEDULE - 

Customer Charge 

Demand Charge 

Energy charge per kWh 

Total from base rates 

25,451 

46,652,046 

LARGE POWE 

Actual 
Billing Data 

2,932 

493,393 

157,848,764 

$ 13.34 339,516 

$0.09478 4,421,681 

- 4,761,197 

$ 21.31 62,481 

6.13 3,024,499 

$0.071 66 11,311,442 

14,398,422 

. Exhibit 10 
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Actual Current 
Billing Data Rate 

BILLING ANALYSIS FOR CURRENT RETIAL RATES 

Annualized 
Revenues 

I_ Schedule II Large Power Primary Metered I 

Actual Current 
Billing Data Rate 

Annualized 
Revenues 

Customer Charge 68 $21.31 1,449 

Demand per kW 63,667 $6.13 390,279 

Energy charge per kWh 20,068,800 $0.07166 1,438,130 

Actual Current 
Billing Data Rate 

Total from base rates 

Annualized 
Revenues 

r ETS Off-peak, Schedule I-A 

Customer Charge 

Energy Charge 

Total Baseload Charges 

122 

27,641 $0.05692 1,573 

$ 1,573 

7 Schedule XI LPBI I 

Customer Charge 

kW Demand 
kW Excess Demand 

Energy charge per kWh 
First 425 kWh/kW 
Over 425 kWhlkW 

1 1 1  $ 1,522 168,923 

148,788 7.08 1,053,419 
5,505 9.84 54,169 

64,627,437 0.05661 3,658,559 
6,880,692 0.05237 360,342 

Exhibit 10 
Page of 1_13. 

Total from base rates 
- 
$ 5,295,412 
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Actual 
Billing Data 

BILLING ANALYSIS FOR CURRENT RETIAL RATES 

Current Annualized 
Rate Revenues 

Schedule XIII-LPB2 

Actual 
Billing Data 

Current Annualized 
Rate Revenues 

Customer Charge 24 3,042.58 73,022 

Demand Charge 195,900 7 08 1,386,972 
Excess Demand 1,910 9.84 18,794 
Interruptible Credits 82,383 $3.50 (288,341) 
Energy charge per kWh 
First 425 kWhlkW 84,069,250 $0.05167 4,343,858 
Over 425 kWhlkW 27,231,612 $0.05003 1,362,398 

Total from base rates $ 6,896,704 

L Schedule XIV-LPB 1 

Customer Charge 

Demand Charge 
Excess Demand 

Actual Current Annualized I Billin g Data I ~ s - l  
36 $ 1,521.83 54,786 

27,950 $7.08 197,886 
1,135 $9.84 11,168 

Energy charge per kwh 12,197,269 $0.05821 710,003 

Total from base rates $ 973,843 

7 Larae Commercial Time-of-Dav 

Customer Charge 

Energy charge per kWh 
On-Peak 
Off-peak 

112 61 "33 6,869 

1,836,960 $0.110130 202,304 
1,796,744 $0.066700 11 9,843 

Exhibit 10 
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Total from base rates 329,016 
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Actual 
Billing Data 

Exhibit 10 
Page q- of 

Current Annualized 
Rate Revenues 

BILLING ANALYSIS FOR CURRENT RETIAL RATES 

Security 
Light Rate Quantity 

Special Contract 
Gallatin Steel 

Rate Revenues 
, Current Annualized 

Rate Revenues 

Demand Charge 
Total Demand 

Energy On-Pk 
Energy Off-Pk 

Total From Base Rates 

1,706,527 6.9883 11,925,723 

21 I ,869, I 99 0.04948 10,483,288 
581,794,340 0.046052 26,792,793 

Demand Credit - No Change Proposed 
10-Min Interruptible Demand I ,426,898 (6.22) (8,875,306) 
90-Min Interruptible Demand 99,629 (4.20) (41 8,442) 

39,908,056 

Min Energy $ Off-peak 278,406 
Buy-Thru Chg, Cr On-Pk I 13,084 
Buy-Thru Chg, Cr Off-Pk I 0,798 

40,788,540 

Pliis Load following 325,000 
Min Energy $ On-Peak 153,196 

Schedule 111 - Outdoor Lights I 

1 Current I Annualized I 

Older SL's (Mix of 175W Mecury L 
Older SL's (Mix of 175W Mecury L 
Older SL's (Mix of 175W Mecury \I 
Older SL's (Mix of 175W Mecury L 
Older SL's (Mix of 175W Mecury V 
Older SL's (Mix of 175W Mecury L 
Older SL's (Mix of 175W MeCtJry L 
Older SL's (Mix of 175W Mecury L 
Older SL's (Mix of 175W Mecury L 
Older SL's (Mix of 175W Mecury L 
Regular Area Light - 100W High P 
Regular Area Light - l00W High P 
Cobra - 100W High Pressure Sod 
Cobra - l00W High Pressure Sod 
Cobra - 250W High Pressure Sod 
Cobra - 250W High Pressure Sod 
Cobra - 400W High Pressure Sod 
Cobra - 400W High Pressure Sod 
Directional - 100W High Pressure 
Directional - 1 00W High Pressure 
Directional - 250 WHigh Pressure 
Directional - 250 WHigh Pressure 
Directional - 400W High Pressure 
Directional - 400W High Pressure 
Traditional Light with Fiberglass pc 
Holophane Light with Fiverglass pi 

91,552 
17,344 

934 
a4 

1,567 
599 
60 

33,230 
4,432 

136 
I 68 
a4 
48 

$81 
60 

256 
73 

243 
89 

739 
179 

3,593 
2,169 

8.79 
10.60 
12.41 
14.22 
16.04 
0.70 
0.69 
0.69 
0.69 
0.69 

10.12 
5.27 

13.05 

17.90 
5.57 

22.63 
5.76 

12.72 

5.38 

4.87 
15.85 
4.87 

4.86 
20.51 

13.41 
15.87 

804,742 
I 83,846 
11,591 

1,194 

1,091 
41 6 
42 

336,288 
23,346 

.l,775 
904 
I ,504 

267 
4,096 

345 
3,256 

356 

433 
15,157 

3,852 

870 
48,182 
34,422 

1,477,975 
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Witness: Jim Adkins 

OWEN ELECTRIC COOPERATIVE 

COST OF SERVICE STUDY 

NOVEMBER 2010 - J. Adkins 
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OWEN ELECTRIC COOPERATIVE 
CASE NO. 201 1-00037 

Expense 
___ Purchased Power 

Distibution Operations 
Distribution Maintenance 
Consumer Accounts 

CLASSIFICATION OF EXPENSES 

__ 

__ Consumer Demand 1 __ 

2 __ Related Related __ 
Lines costs costs Total ------ - - - - 

__ 2,674,091 1,288,065 1,386,026 2 , 674 , 09 1 
I_- 3,812,534 1,976,100 3,812,534 

- - - 

Exhibit 11 
Schedule 3 

Page /z of 36 

Depreciation 
Miscellaneous 
Interest on Long Term Debt 
Short Term Interest 
Total Costs 
Margin Requirements 
Revenue Requirements 

___ 
518231764 2,805[21 0 ' 3,OI 81555 5;823]764 

130,367 62,795 67,571 130,367 
2,850,737 1,373,152 1,477,585 2,850,737 

1 76 , 305 __ 84,923 91,382 176,305 
16,886,825 8,134,100 8,752,725 - 16,886,825 

16,886,825 8,134,100 8,752,725 16,886,825 

' 

- - - - 

7- I I 

!tMk/ 683.522 - k 7 d  1.41 9.029 
Customer Service 
Administative & General 

_- 

-. __ Consumer Demand 
3 Related Related 

Expense Transformers __ costs Total costs --- -- 

Purchased Power - - - - 
Distibution ODerations - - - - 

1 Consumer Accounts 
i Distribution Maintenance 1 i 42,845 23,564 j 42,845 

- - - - 
- 

21,875 
Customer Service 
Administative & General 26.736 48.61 0 

Miscellaneous __- 

Depreciation 

Interest on Long Term Debt 562,315 
Short Term Interest 34,777 
Total Costs 1,895,864 

1,895,864 
- 

___ 

7- 

531 I725 ' 6491878 ' 1,181I603 
11,572 14,143 25,715 

253,044 309,271 562,315 

853,145 1 1,042,719 1 1,895,864 

853,145 1,042,719 1,895,864 

15,650 - 19,127 34,777 

- - - 

Energy 
Related 
costs -- 

Purchased Power I 19,602,153 

Demand 
Related 



OWEN ELECTRIC COOPERATIVE 
CASE NO. 201 1-00037 

Expense 
Purchased Power 
Distibution Operations 
Distribution Maintenance 
Consumer Accounts 
Customer Service 
Administative & General 
Depreciation 
Miscellaneous 
Interest on Long Term Debt 
Short Term Interest 
Total Costs 
Margin Requirements 
Revenue Requirements 

Exhibit 11 

Services & 
Services -------9- Meters Accountin Total 

- - - - 
343,261 1,705,040 - 2,048,300 

- 8,136 - 8,136 
- - 3,427,269 3,427,269 
- - 559,353 559,353 

94,412 351,258 730,921 1 ,I 76,591 
870,919 852,203 221,418 1,944,540 

19,134 19,518 7,037 45,689 
418,400 426,804 153,875 __ 999,080 

25,876 26,396 931  6 61,788 
1,772,002 3,389,354 5,109,389 10,270,745 

- - - - 
1,772,002 3,389,354 5,109,389 10,270,745 

~ 

I 

Schedule 3 
Page of 

Expense 
Purchased Power 

CLASSIFICATION OF EXPENSES 

6 
Liq h t i n 9 Stations 

~~ - 

Consumer Related Costs 
I 

Distibution Operations 
Distribution Maintenance 
Consumer Accounts 
Customer Service 
Administative & General 
Depreciation 
Miscellaneous 
1-ebt 
Short Term Interest 
Total Costs 
Margin Requirements 
Revenue Requirements 

~ 

~ 

15,075 642,109 

- - 
.. - 

3,318 130,641 
14,121 289,901 

31 6 6,674 
1 6,904 145,939 

427 9,026 
40,161 1,224,289 

.. - 
40,161 1,224,289 

.. - 
- 
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Statement of Operations 
December 31,3009 

Operating Revenue & Patronage Capital 

Cost of Purchased Power 

Distribution Expense-Operations 
Distribution Expense-Maintenance 
Consumer Accounts Expense 
Customer Service & Information Expense 
Administrative & General Expense 

Total Operations & Maintenance Expense 

Depreciation & Amortization Expense 
Tax Expense Property 
Tax Expense Other 
Interest on Long Term Debt 
Interest Expense Other 
Other Deductions 

Total Cost of Electric Service 

Patronage Capital & Operating Margins 
Non Operating Margins-Interest 
Income (Loss) from Equity Investments 
Non Operating Margins-Other 
Generation & Transmission Cap. Credits 
Other Capital Credits & Patronage Dividends 

Patronage Capital or Margins 

$141,746,617 

11 0,001,447 

5,379,575 
3,863,5 14 
3,427,327 

559,353 
2,778,189 

$1 26,009,405 

9,253,930 

138,361 
4,564,974 

282,323 
70,399 

$140,319,392 

1,427,225 
96,038 

0 
8,980 

0 
3,796,304 

$5,328,547 
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Owen Electric Cooperative 
Balance Sheet 

December 31,2009 

ASSETS AND OTHER DEBITS 

Total Utility Plant in Service 
Construction Work in Progress 
Total Utility Plant 
Accumulated Provision for Depreciation 
Net Utility Plant 

Inv in Assoc Org - Patronage Capital 
Inv in Assoc Org Non Gen Fund 
Other Investments 
Special Funds 
Total Other Property & Investments 

Cash - General Funds 
Special Deposits 
Accts Recv - Sales Energy (Net) 
Accts Recv - Other (Net) 
Material & Supplies - Electric & Otehre 
Prepayments 
Other Current & Accrued Assets 
Total Current & Accrued Assets 

Regulatory Assets 
Other Deferred Debits 

Total Assets & Other Debits 

LIABILITIES AND OTHER CREDITS 

Memberships 
Patronage Capital 
Non-Operating Margins 
Other Margins & Equities 
Total Margins & Equities 

Long Term Debt - RUS (Net) 
Long Term Debt - Other (Net) 
Total Long Term Debt 

Accumulated Operating Provisions 
Total Other Noncurrent Liability 

Notes Payable 
Accounts Payable 
Consumer Deposits 
Other Current & Accrued Liability 
Total Current & Accrued Liability 

Regulatory Liabilities 
Other Deferred Credits 

204,255,817 
3,617,437 

207,873,254 
(75,981,487) 

$ 

23,839,675 
2,886,993 

361,867 
26,676 

2,496,552 
1,450 

7,721,994 
470,426 
971,283 
540,028 
338,340 

131,891,767 

27,115,211 

12,540,073 

7,897 

$ 171,554,948 

1 , I  14,450 
51,091,709 
4,441,745 
1,606,552 

$ 58,254,456 

70,029,382 
24,172,174 

94,201,556 

8,047,086 
8,047,086 

4,691,941 
2,702,977 
3,042,427 

10,437,344 

614,505 

Total Liabilities & Other Credits $ 171,554,948 
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c-- 
A Touchstone Energy’Cooperative 

January 27,201 1 

Jeff Derouen 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Derouen: 

This is to advise, in accordance with the Kentucky Public Service Cornmission’s 
Adiiiiilistrative Regulation 807 KAR5:OGI , Section 10(2), that Owen Electric 
Cooperative intends to file an application for a change in retail rate design that is revenue 
neutral for all rate classes. The rate application will be supported by a historical test year 
period ending December 3 1,2009. Owen intends to file this application on or after 
March 1,201 1. 

Please contact me with any questions regarding our intention to file. 

R.espectfUy submitted, 

Mark Stallons 
President and CEO 
Owen Electric Cooperative, Inc. 

Cc Attorney General 
LJtility Intervention and Rate Division 
1024 Capital Center Drive 
Frankfort, KY 40601 

8205 Hwy 127 N - P.O. Box 400 0 Owenton, Kentucky 40359-0400 0 800/372-7612 0 Fax I 502/484-2661 www.owenelectric.com 

http://www.owenelectric.com
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Owen Electric Cooperative 

201 1 Education and Communications Plan 

As Owen Electric expands the rate offerings available to its membership, education 

becomes increasingly important. Our members will have more rate choices and will need 

more information to make decisions about which rate schedule(s) they should consider to 

assist them in managing their electric bill. 

The purpose of the educatiodcommunications plan developed by Owen Electric is to 

communicate, educate, and encourage energy innovation as a tool to mitigate rising 

energy costs, to promote controlling costs, preserving resources, and using energy wisely, 

and to provide clear and easy to understand information regarding rate options available 

to members. 

Owen Electric’s educatiodcommunications plan will focus on two audiences--those 

internal to the cooperative (our member contact personnel) and external stakeholders 

(memberlconsumers and the public at large). The overall message is that Owen Electric 

is promoting rate choices and the ability to gain control of one’s utility bills. 

Internally, meeting with and training Customer Service Representatives (CSR’s) and 

other member contact personnel will be essential. First, a presentation explaining the 

menu of rate choices and the motive behind the new offerings will be given. Following 

this, the CRS’s will go through extensive training explaining who is targeted for each 

menu rate offered, how to recommend the alternatives to a member, and go through an 
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Education Plan 

example of what the net effect is to the member. A script will be written to assist the 

CSR and a FAQ list for quick reference will be generated. 

Externally, the message of rate choices will be advocated. Bill inserts will accompany 

monthly bills. These inserts will be simple and promote a choice of rates. The goal is for 

the member to become interested and call the Cooperative to obtain additional 

information from a trained CSR. At that point, the CSR will direct the member to a rate 

best suited for their lifestyle and usage patterns. Articles in the Kentucky Living 

magazine will be published announcing and explaining the new rate choices. Owen 

Electric personnel will network throughout the communities they serve by attending and 

presenting Owen’s rate options at community events and meetings (Le. community action 

centers, senior citizens, civic groups, etc.. .). Facebook postings and Tweets will also 

point out the new rate offerings. Later a more targeted approach will be used where 

members who best fit the rate options will receive direct mailings and/or bill inserts 

catered towards a specific optional rate. A rates website page will be developed which 

will be linked from the company’s main website and will have easy to follow narratives 

and illustrations of Owen’s rate options and examples of each. 

Energy conservation, energy efficiency and demand side management (DSM) initiatives 

are an extremely important focus of Owen Electric. This focus will intensify and will 

become increasingly more important in the future. Robust and ongoing communications 

to educate our membership about these programs is critical. A central message of Owen 

Electric’s communication efforts associated with this rate case will be to promote these 

initiatives and expanded rate choices to our membership as a means to manage their 

energy bill. 

The following pages provide an outline of the education plan and how it will be 

implemented: 
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o Consistent with PSC’s order (2008-001 54) 
Encouraged to come back with scrbseyuent f i l ings i f  we desired 
to increase rustomei charge fut thet “Gradualism Concept” 

o More accurately aligns our rates with our cost of service 
Cirstomei c h i  $e absorhs mot e of the ti IIL- fixed cost 
Fncrqy ~ h d r  ge rcioi e acc 111 ately I eilects vai iablc cost 

o Enables us to better position ourselves to promote and 
encourage reduced energy consumption to membership 

1 essens I evenire PI osio11 from rediiced energy sdes  

o Revenue Neutral 
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Annual increase in the customer charge which i s  
off set with annual decreases in  the energy charge. 
(Note: Only Years 1 & 2 are shown for example purposes) 

Present $1 1.30 $0.09478 $13.34 $0.09478 
Proposed 
Year 1 $15.00 $0.09740 $20.00 $0.091 15 

B i l l  comparison for a Residential Member 

500 kWh $58.69 $60.70 $62.06 
1100 kWh $115.56 $115.54 $1 15.53 
2000 kWh $200.86 $197.80 $195.73 
3000 kWh $295.64 $289.20 $284.85 

Purpose: For the customer charge to absorb more of the fixed 
costs rather than be dependent upon usage to cover it 

Note: Lower energy users can lower their bill under the inclining 
block rate 



Bill Comparison of a Residential Member 

$350.00 

$300.00 

$250.00 

$200.00 

$150.00 

$100.00 

$50.00 

$0.00 
500 kWh 1100 kWh 2000 kWh 3000 kWh 

Proposed Year 1 

(REVENUE NEUTRAL) 

@Member Profile 
Uses more than 800 
kWh per month 

Time of Day rates are 
not a good fit for 
\if estyyle 

Unable or unwilling to 
adjust usage 

Personal Choice 
Satisfied with base rate 
Don't want to keep up 
with schedule, etc... 

Exhibit 14 
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o In addition to the revenue neutral Base 
Rates, we also propose filing some other 
“0 p t i on a 1 ” rates . 

o These voluntary rate options wil l enable 
Owen Electric to offer more choices to our 
members. 

o Customer usage i s  divided into increasing usage 

o Each increasing block i s  charged a higher rate 
o Encourages conservation 

blocks. 

L.ower usage i s  i-ewai-ded 

o Target: Member who uses, on average, less than 
800 kWh per month 

$15.78 I Customer Charge 

I 0 - 300 kWh $0.06977 

Over 500 kWh $0.12227 
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$0.14 

$0.12 

$0.10 

$0.08 

$0.06 

$0.04 

$0.02 

s- 

300 kWh $36.71 $42.42 $5.71 13.5% 
500 kWh $55.16 $60.70 $5.54 9.1% 
800 kWh $91.84 $88.12 -53.72 -4.2% 

Energy conservation i s  encouraged 
because it i s  rewarded with more savings. 
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Typical 
Member Profile 

Single family 
d we I li n g 

Gas Heat and 
Central Air 
C o rr d i ti o i i  i n g 
Two or less people 
in  the home 

Less than 1,700 sq ft 
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o Charges a discounted energy price during 

o Charges a higher energy price during 

o Simple and focused rate that targets shifting 

The more a customer shifts load to  off peak, the 
higher the savings 

o Shaves load peak 
o Voluntary Option for Members 

designated off-peak hours 

designated peak hours 

load 

Customer $25.00 $25.00 $25.00 
Charge 

Energy Rate 
On - Pea k $0.12070 $0.1031 3 $0.10191 
Off-peak $0.060000 $0.060000 $0.06000 
Shoulder $0.07750 

Peak Hours Week Days Only Week Days 8 Week Days 8 
Week Ends Week Ends 

Winter 7-12 Noon 7-1 2 Noon 6-10AM 
5-10 PM 5-10 PM 6-10 PM 

Summer lOAM - 10 PM lOAM - 10 PM 2PM-1OPM 
Off-peak Hrs 

Winter A l l  Other Hours A l l  Other Hours 10PM- 6AM 
Summer A l l  Other Hours A l l  Other Hours 10PM-6AM 

Shoulder Hrs 
Winter NIA NIA lOAM-6PM 
Summer NIA NIA 6 AM - 2 PM 
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@Typical Member 
Profile 

Single family dwelling 

Electric Heat and I 

Central Air 
Gondi tioning 
Both work out of 
home 
Empty nesters or 
older children 
Active Lifestyle 

, , \  +2000 sq ft 

o File with Commission May 201 1 
Review Process by the Commission 

o Rates effective Nov 201 1 
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Education Plan Summary Outline: 

o Motive (Why) 
To nieet S t i  ategic C h a l k y e  ‘‘ .to iinprovp meriiber 
satisfacl ion” 

Provide expanded rate choices to membership as a means to 
mitigate rising energy costs. (manage their bill) 

o Market (Who) 
Internal Audience (Customer Servic e Kepi) 
External /iudience 

Membership 
Other I Public (Community Action, Senior Citizens, Community 
Leaders) 

o Message (What) (Selling ‘Choice’ not Rates) 

o Method (How) 
State Your Rat[. 

Mass Marketing-) Target Marketing? Testimonials-) Public 
Forums (CAC’s, Senior Citizens, Civic groups) 
One on One, individualized consultations with members 

o Phase I - Mass Audience 
Kentucky LiviiiF: 

Manager’s Columns 
Rates Articles 

Testimonials - Teasers 
B i l l  Inserts 

Wehsite Links 

Member Usage PI ofilec Direct Mail lBi l l  Inserts 
Target members whose usage best fits rate option 

Membei Groups 
Community Action Commission (low income) 
Senior Citizens 

o Phase I I  - Targeted Audience 

o Public Forums 
clvlc- Ilrhs 
Othct 

o One on One 
I id iv ic i i ia l  ( o r i s i i l f  a t l o w  with twinlwi c 
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Sample ad copy to peak member interest to inquire about rate choice options.. .Owen members 

are encouraged to compare options and then “State their own Rate”. 

o Program in which customer picks a rate plan that 
fits his/her lifestyle and can ultimately result in 
savings for the customer. 

I 

... - I .  

, .  

. ,  

: ,  . ,  
. . . - .. . . . . . .. . .. . . . .. 
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@ OW€NF/ecfr/c ; 
. . ... /.. .1 

Sample template for individualized rate evaluations with members (member's actual usage will 

be plotted against rate offerings to determine optimal rate choices). 

$250.00 i 

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  

- - - Y Y Y Y Y - - l q  

--Base Rate -TOD Option 1 --TOD Option 2 
TOD Option 3 -Inclining Block 





Exhibit 15 
Page 1 of 31 



Exhibit 15 
Page 2 of 31 



Exhibit 15 
Page 3 of 31 



Exhibit 15 
Page 4 of 31 



Exhibit 15 
Page 5 of 31 



Exhibit 15 
Page 6 of 31 

R 



Exhibit 15 
Page 7 of 31 

m c 
I 

4) L 

4) 



Exhibit I 5  
Page 8 of 3 I 



Exhibit 15 
Page 9 of 31 



Exhibit 15 
Page 10 of 31 

rn 

E 



Exhibit 15 
Page 11 of 31 



Exhibit 15 
Page 12 of 31 



Exhibit 15 
Page 13 of 31 

0 

S- 
‘ICI 

E 
L 

A 

S s 
‘5 



Exhibit 15 
Page 14 of 31 



Exhibit 15 
Page 15 of 31 



Exhibit 15 
Page 16 of 31 



Exhibit 15 
Page 17 of 31 



Exhibit 15 
Page 18 of 31 



Exhibit 15 
Page 19 of 31 

a 



Exhibit 15 
Page 20 of 31 

P $  



Exhibit 15 
Page 21 of 31 

6 

. 

I 



x m 
a, n 
a, c . . m 
a, m 

Exhibit 15 
Page 22 of 31 

‘ G  
$3 
E: w 



Exhibit 15 
Page 23 of 31 



Exhibit 15 
Page 24 of 31 



Exhibit 15 
Page 25 of 31 



Exhibit 15 
Page 26 of 31 

R 



Exhibit 15 
Page 27 of 31 

m 

Q) 
0 

w 
T- o 
h 

v) 
L 

E 
0 
0 
00 



Exhibit 15 
Page 28 of 31 

cn 
0 > 
m 

. - 

c; 

- 
0 
I 
t 
1 

s 
cn 

U 
a, 
a, 
a 
S cn 
0 
U 
S 
a, 
0 
cn 

5 
I. 

I. 

. 
8 . 

m- 

c) m 
Q m 
c) 

5 L m 
a, - - 

0 
S 
0 

L . S 
0 
Q 
0 
U 

. 
L 

s L 

> c) 
L a, 

23) m 
U 

a, 
23) m . - > cn 

L 
- 
0 > 
s 

s 
d- 
>s a 

0 . 0 > U m U 
a, . a, 0 

m 
cn 

m- . . L ua, a, 
U 
a, 
a, 
I. 

1 23) 
a, 
L 

m 
23) 
a, 
L . 

s u  
m a ,  m c- 1zL 

S cn 
a, 
S 

a, 
S a, a, 

0 
S 

a, 
c) 
S 
U 

2 
L .-I 

I - a, 

0 
I 
3 m 

cn s 
. 
- 

m 
cn s 
. 
- 

m 
cn s 
. 
- 

0 0 0 0 0 0 0 0 



Exhibit 15 
Page 29 of 31 

cv a 
c\1 

6, Y 0 0 
00 0 0 u3 

d- cv a cv lo 0 cv 
00 m a 0 
m- a- a- 

Y 
0- 6,- 

a cv 
lo 

0 
lo 

6,- 

ff-3 

d- 
0 

0 
d- 

7 

d-- 

ff-3 

0 
d- 
lo 
m- 
y 
6, 

ff-3 

Q 
f2 
Q 
0 cn 

d- 

a 
6, 

lo- 

- 
0- 
lo m cv m d- m 
e ff-3 e e ff-3 ff-3 

0 
lo 
b 

d- cv 
d-- 

00 
h 
b 

0 cv 
m- 

0 
6, 
d- - 
Y 
Y 

m 

0 
0 
0 

00 
m- 

0 
lo cv 
m a- 

d- 
6, m 

m. 
* 
t, 

E 
ff-3 ff-3 cn ff-3 f f - 3 f f - 3 f f - 3  

cv 
0 

6, 
lo 

7 

lo- 

a m 
b 
lo- 

b a 
0 
m- 
y 

lo 

0 
0 
0 

a a- 
7 

0 
0 
u3 

b 
cv- 

a 
d- 
00 

0 
d- 
m- 

m- 

y 
6, 
6, 

cv 
b 

b- 

ff-3 ff-3 ff-3 f f - 3 f f - 3 e  ff-3 

23) c 
(u 
a, 
I 

._I - v) c 
0 
(u 
0 
c 

.- 
+-r 

.- 

i 
s E 

- 
0 
c 
I 
+-r 

s 
x 
(u 
a, 

a, 
+-r 

rS +-r 

E 
0 
I 

23) 
I= 
(u 
a, 
I 

.- - Y- 
a, cn I 

c 
a, 
13, 

k 
a, cn 



Exhibit 15 
Page 30 of 31 

2 

8 

0 u 

4 
3 

E 



Exhibit 15 
Page 31 of 31 


