CRAWFORD & BAXTER, P.S.C.
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523 Highland Avenue
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Carrollton, Kentucky 41008

James M. Crawford Phone: (502) 732-6688
Ruth H. Baxter 1-800-442-8680
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Mr. Jeff Derouen, Executive Director
Kentucky Public Service Commission
211 Sower Boulevard

P.O. Box 615

Frankfort, Kentucky 40602

RE: Case No. 2011-00037
Dear Mr. Derouen;

Please find enclosed the original and ten (10) copies of the Owen Electric Cooperative
Inc’s Supplemental Responses to the Attorney General’s “Initial Data Requests Questions 16, 31,
32,60, 67 and 68".

Please contact me with any questions regarding this filing.

Respectfully submitted,
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
APPLICATION OF OWEN )

ELECTRIC COOPERATIVE, INC. ) Case No. 2011-00037
FOR AN ADJUSTMENT OF RATES )

ATTORNEY GENERAL’S

MOTION TO COMPEL
Comes now the Attorney General of the Commonwealth of Kentucky, by and
through his Office of Rate Intervention, and moves the Public Service Commission
(hereinafter the “PSC” or “Commission”) to compel Owen Electric Cooperative, Inc.
(hereinafter “Owen”) to adequately respond to certain questions which the Attorney
General filed in the instant matter. Specially, the company has failed to adequately
respond to the Attorney Generals’ Initial Request questions 16, 31, 32, 60, 67 and 68.
Unless the Commission compels Owen to respond to the discovery requests, the
Attorney General and the Commission will not have access to the information necessary
to make informed decisions, and the Attorney General will be deprived of procedural

due process in this matter.



As a general overview, Owen has failed to adequately respond to many of the
Attorney General’s initial data requests on only one ground on one question and utterly
failed to answer other questions which will be addressed below. The Attorney General
provides the following questions in this motion for easier reference.

Question 16: The report at page 5 states that the company had created a rates task force
in August 2009 to develop a request for proposal to hire a consultant to prepare a rate
study based on a 2009 test year, and that the results were expected in August 2010.
Provide a copy of the request for proposal, together with all responses received.

a. Provide copies of any all correspondence to and from the consultant(s)
that were retained to conduct such study.

b. Provide copies of any all correspondence to and from EKPC regarding
this study.

c. Provide copies of any other cost of service studies that were provided
to EKPC during the past three (3) years.

Question 31: Confirm that without decoupling, EKPC, as Owen'’s primary generation
source, has the ability to sell conserved power on the wholesale unregulated market in
excess of both the wholesale rates EKPC charges to Owen, and the retail regulated rates
Owen charges to its ratepayers.

a. Confirm that when Owen's ratepayers conserve energy, EKPC is able
to sell that conserved power on the wholesale market, thereby
reducing Owen’s proportionate costs.

b. Confirm that from a general perspective, the more power Owen sells,
the more its costs will increase.

Question 32: Confirm that EKPC system-wide experienced a record decline in
consumption during 2009.

a. Confirm further that Owen'’s use of a 2009 test year in the instant
proceeding to establish average use per customer will lead to
customers paying for that historic decline.

Question 60: Reference the Stallons testimony, p. 2, wherein he states the purpose of the
instant filing is to align the member charge with the company’s fixed costs over a five-
year period. Provide any and all documentation to support Owen's forecasted fixed
costs over the next five years, including any and all assumptions underlying such
forecasts.



a. State to what extent, if any, the company’s forecasted fixed costs are
dependent upon the 2008 load forecast.

b. State to what extent, if any, the company’s forecasted fixed costs in the
instant case relies upon the most recent load forecast.

Question 67: Reference the Stallons testimony, p.5, question no. 18, wherein Mr. Stallons
defines the “throughput incentive” as an incentive “to increase fixed cost[s] and margin
recovery.” Does Mr. Stallon acknowledge that Owen is likewise under an incentive to
maximize its fixed costs? If he does not so admit, explain why not in complete detail.

c. Is the concept of providing the lowest cost energy possible to its members
not enough incentive for Owen to reduce its fixed costs? If not, why not?
Please explain in complete detail.

d. Please explain the nature of the legal duty Owen believes it owes to its
members.

e. If Owen institutes DSM programs and attempts to recover any sales lost as
a result of the “energy innovations” Mr. Stallons describes in his answer to
this question, would that not eliminate the purported “disincentive”
described therein? If not, why not? Describe in complete detail.

Question 68: Reference the Stallons testimony, p.6, question no. 19, wherein he states
that raising the customer charge is the “simplest way for a rural electric cooperative to
mitigate the throughput incentive.” Would doing so also be the most effective and
efficient way? If so, why? If not, why not? Explain in complete detail.

f. If Owen also instituted DSM programs designed to recover its lost sales
resulting from the implementation of energy efficiency measures, would
Mr. Stallons continue to believe that raising the customer charge remains
the “simplest way” to mitigate the throughput incentive?

g. If Owen also instituted DSM programs designed to recover its lost sales
resulting from the implementation of energy efficiency measures, would
Mr. Stallons believe that raising the customer charge would be the most
effective and efficient means of mitigating the throughput incentive? If
not, explain why not in complete detail.



ARGUMENT
The scope of permissible discovery before the Commission is very broad. In fact,
the Commission has stated:

While the Commission’s Rules of Procedure are generally silent upon
discovery, the Kentucky Civil Rules make clear that scope of discovery is
quite broad. If the requested material appears reasonably calculated to
lead to discovery of admissible evidence, then the request is relevant.
(footnotes omitted).

In the Matter of: The Application of Kentucky-American Water Company for a
Certificate of Public Convenience and Necessity Authorizing the Construction of
Kentucky River Station II, Associated Facilities and Transmission Main, Case No.
2007-00134, Order, 15 November 2007.

Further, the Commission follows Kentucky Civil Rule 26.02 (1).

It is well-settled that discovery rules are to be liberally construed so as to
provide the parties with relevant information fundamental to proper
litigation. While not binding on the Commission, nonetheless, the
Commission finds persuasive Kentucky Civil Rule 26.02 (1).

In the Matter of: An Examination of the Application of the Fuel Adjustment Clause of
Kentucky Utilities Company from November 1, 2004 to October 31 2006, Case No.
2006-00509, and In the Matter of: An Examination of the Application of the Fuel
Adjustment Clause of Louisville Gas and Electric Company from November 1, 2004 to
October 31, 2006, Case No. 2006-00510, Order, 9 May 2007.

Kentucky Civil Rule 26.02 (1) states:

Parties may obtain discovery regarding any matter, not privileged, which
is relevant to the subject matter involved in the pending action, whether it
relates to the claim or defense of the party seeking discovery or the claim
or defense of any other party, including the existence, description, nature,
custody, condition and location of any books, documents, or other
tangible things and the identity and location of persons having knowledge
of any discoverable matter. It is not ground for objection that the
information sought will be inadmissible at the trial if the information
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sought appears to reasonably calculated to lead to the discovery of
admissible evidence.

The information sought by the Attorney General clearly falls within the scope of
permissible inquiry consistent with the authority under Civil Rule 26.02 (1). Further, it
is not the Attorney General’'s burden to prove that the discovery request is proper.
Rather, it is the company’s burden to demonstrate that the request is exempt from
disclosure, and to cite specific grounds in support of its contention.

Where a party objects to the request, the burden is upon the objecting
party to demonstrate that the request is improper. (footnote omitted).

In the Matter of: The Application of Kentucky-American Water Company for a
Certificate of Public Convenience and Necessity Authorizing the Construction of
Kentucky River Station II, Associated Facilities and Transmission Main, Case No.
2007-00134, Order, 15 November 2007.

Moreover, as the Commission has explained:

As part of a discovery request, the issue is not whether the item is
admissible.

In the Matter of: An Examination of the Application of the Fuel Adjustment Clause of

Kentucky Utilities Company from November 1, 2004 to October 31 2006, Case No.

2006-00509, and In the Matter of: An Examination of the Application of the Fuel

Adjustment Clause of Louisville Gas and Electric Company from November 1, 2004 to

October 31, 2006, Case No. 2006-00510, Order, 9 May 2007.

With regard to question 16, the Attorney General is entitled to the information
sought in the opening question based on the aforementioned arguments

notwithstanding the fact that the company claims that the request is not “germane,” or

presumably irrelevant. The company should be required to provide all information it



used, or rejected, in determining the EKPC retail rate feasibility study as well as Owen’s
participation in same, including correspondence between Owen and the consultant and
Owen and EKPC. Indeed, it is the feasibility of the rates and the impact on the
ratepayers, as in whether they are fair, just and reasonable, that lies at the heart of this
litigation.

At questions 31, 32, 60, 67 and 68 the company simply did not answer the
opening questions and should be compelled to do so. There was no objection or claim of
privilege. Hence, the responses should be immediately provided.

WHEREFORE, the Attorney General respectfully moves the Commission to
compel the company to adequately respond to the aforementioned discovery requests
immediately. To deny this request will result in denying the Attorney General and the
Commission the information they require in reaching informed decisions regarding this
matter, and further, it would deny the Attorney General due process and meaningful

participation in the instant proceeding.



Respectfully submitted,

JACK CONWAY
ATTORNEY GENERAL

Vil

JENNIFER BLACK HANS

DENNIS G. HOWARD, IT
LAWRENCE W. COOK

ASSISTANT ATTORNEYS GENERAL
1024 CAPITAL CENTER DRIVE,
SUITE 200

FRANKFORT KY 40601-8204

(502) 696-5453

FAX: (502) 573-8315



Certificate of Service and Filing

Counsel certifies that an original and ten photocopies of the foregoing were
served and filed by hand delivery to Jeff Derouen, Executive Director, Public Service
Commission, 211 Sower Boulevard, Frankfort, Kentucky 40601; counsel further states
that true and accurate copies of the foregoing were mailed via First Class U.S. Mail,
postage pre-paid, to:

Hon. James M. Crawford
Crawford and Baxter, P.S.C.
523 Highland Avenue

P.O. Box 353

Carrollton, KY 41008

Mark Stallons

President

Owen Electric Cooperative, Inc.
P. O. Box 400

Owenton, KY 40359

Ea ,
this ay of August, 2011

il

Assistant Attafﬁey General




Affiant, Mark A Stallons, states that the answers given by him to the foregoing questions

are true and correct to the best of his knowledge and belief.

e

Mark A Stallons

Subscribed and sworn to before me by the affiant, Mark A Stallons, this

bth day of August, 2011.

Notary t /‘/J\Lé(ﬂwﬂ, 7«/4{0@// {4/

State-at-Large

My Commission expires ()\,I/Q/h C / ¢1ﬁ 20/ 5 .




Affiant, James Adkins, states that the answers given by him to the foregoing questions

are true and correct to the best of his knowledge and belief.
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Jdmes Adkins

i
Subscribed and sworn to before me by the affiant, James Adkins, this b -
day of August, 2011.

Notarle/dmjﬂ/ K . /M 08 1d

State-at-Large

My Commission expires dpf(j { | 4fh 2015
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Witness: Mark Stallons
OWEN ELECTRIC COOPERATIVE
CASE NO. 2011-00037
SUPPLEMENTAT RESPONSE IN REPLY TO THE ATTORNEY GENERAL'S MOTION TO
COMPEL REQUEST
Question:

The report at page 5 states that the company had created a rates task force in August 2009
to develop a request for proposal to hire a consultant to prepare a rate study based on a 2009
test year, and that the results were expected in August 2010. Provide a copy of the request for
proposal, together with all responses received.

Response:

Owen disagrees with the Attorney General’s statement above relating to “the report
at page 5. The report at page 5 actually states: “We are working in unison with East
Kentucky Power Cooperative to develop cost of service power supply rates that encourage
energy innovation. A rates task force was developed in August of 2009 to develop a Request
for Proposal (RFP) to hire a consultant to prepare a cost of service and rate study based upon
2009 test year. The results are expected in August of 2010.”

Owen, “the company”, did not create the task force, nor did it develop the RFP. As
stated in the original response to Question 16 to the Attorney General’s Initial Data Request:
“EKPC initiated a wholesale and retail rate feasibility study during 2010. EKPC solicited the
Requests for Proposals, selected the consultant, and funded the study. The purpose of this
feasibility study was to examine the impact of wholesale rate changes on retail rates. Owen
participated in the study and provided information concerning its existing rate structure. This
information was not filed as part of any proceeding at the Commission and was not used to
develop any proposed rate changes at either the wholesale or retail level.”

In the interest of attempting to fully respond to the Attorney General’s question,
Owen has included, in the attached correspondence, a copy of the Request for Proposal
(“RFP”) provided to Owen by EKPC. Owen does not have in its possession any of the
responses received related to this RFP.
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Witness: Mark Stallons
OWEN ELECTRIC COOPERATIVE
CASE NO. 2011-00037
SUPPLEMENTAT RESPONSE IN REPLY TO THE ATTORNEY GENERAL’S MOTION TO
COMPEL REQUEST

Question a:

Provide copies of any all correspondence to and from the consultant(s) that were retained
to conduct such study.

Response a:

Owen maintains that the information requested above is not relevant to the filing in
Case No 2011-00037. The filing in this proceeding is based upon a Cost of Service Study
prepared for this filing. As stated above, the information contained in the above referenced
study was not utilized by Owen for the development of any of the proposed rate changes.
However, in the interest of attempting to fully respond to the Attorney General's questions,
included in this response is all correspondence, in Owen'’s possession, relating to the rate
feasibility study conducted by EKPC.

b. Question:

Provide copies of any all correspondence to and from EKPC regarding this study.
b. Response:
See attached correspondence and response to Question 16 a above.

c. Question:
Provide copies of any other cost of service studies that were provided to EKPC
during the past three (3) years.

c. Response:

Owen has not provided copies of any cost of service studies to EKPC during the
past 3 years.
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From:
Sent:
To:

Cc:
Subject:

Ladies and Gentlemen:

Isaac Scoti [isaac.scott@ekpc.coop]

Friday, August 14, 2009 10:50 AM

Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; DAN
BREWER - BLUE GRASS; mikew@bgenergy.com; Donald Smothers; Paul Embs (E-mail),
David duvall (E-mail); Holly Eades (E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail};
Bill Prather; Wayne Davis (E-mail); Jerry Carter; cperry@fme.coop; jhazelrigg@fme.coop;
mbnance@fme.coop; carol fraley@graysonrecc.com; Don.Combs@Graysonrecc.com,
kim.bush@graysonrecc.com; Jim Jacobus (E-mail); Vickie Lay (E-mail); Sheree Gilliam,
donschaefer@jacksonenergy.com; Sharon Carson (E-mail);
rodneychrisman@jacksonenergy.com; Kerry Howard (E-mail); maudie@ivrecc.com; Sandra
Bradley (E-mail); Mickey Miller; O. V. Sparks; rryan@nolinrecc.com; Mark Stallons; Rebecca
Witt; Mike Cobb; larryh@srelectric.com; Nicky Rapier; J. Edward Boone (E-mail); debbiem;
gay@shelbyenergy.com; denise@shelbyenergy.com; Allen Anderson; Stephen Johnson;
Ruby Patterson; Barry Myers (E-mail); John Patterson (E-mail); abeard@tcrecc.com

Tony Campbell; Jim Lamb; Stacy Barker; Ann Wood; Charlene Creager

Invitation to a Conference

| would like to invite you to a conference to be held here at EKPC on August 31, 2009. We will be covering two
topics — the Rate Design Feasibility Study that was presented at the August Board meeting and an update on
the Real Time Pricing (RTP) Pilot program. The agenda for the conference is:

10:00 - 10:05 Welcome
10:05 - 10:55 Feasibility Discussion — The Three “W'"s:
Why Do It Now; Why All Of Us; What's The PSC Got To Do With
it?
10:55 - 11:05 Break
11:05 - 11:45 Feasibility Discussion — The Scope of Work: Share points from the draft
Request for Proposals
11:45 - 12:30 Sack Lunch
12:30 - 01:30 RTP Discussion:

August 12" Presentation to PSC Staff; EKPC'’s Assistance to

Member Systems; Things to Think About

The conference will be held in the EKPC Board Room and is scheduled for August 31, 2009, starting at 10:00
a.m. A sack lunch will be provided. Please let me know by August 27, 2009 if you plan on attending and how
many from cooperative will be attending. If you have any questions, please feel free to get in touch with me.

Thank you.

Isaac S. Scott
Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road
P. O. Box 707

Winchester, Kentucky 40392-0707

859.745.9243
isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]
ent: Tuesday, September 01, 2009 9:22 AM
To: Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; DAN

BREWER - BLUE GRASS; mikew@bgenergy.com; Donald Smothers; Paul Embs (E-mail);
David duvall (E-mail); Holly Eades (E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail);
Bill Prather; Wayne Davis (E-mail); Jerry Carter; cperry@fme.coop; jhazelrigg@fme.coop;
mbnance@fme.coop; carol.fraley@graysonrecc.com; Don.Combs@Graysonrecc.com,
kim.bush@graysonrecc.com; Jim Jacobus (E-mail); Vickie Lay (E-mail); Sheree Gilliam;
donschaefer@jacksonenergy.com; Sharon Carson (E-mail);
rodneychrisman@jacksonenergy.com; Kerry Howard (E-mail); maudie@ivrecc.com; Sandra
Bradley (E-mail); Mickey Miller; O. V. Sparks; rryan@nolinrecc.com; Mark Stallons; Rebecca
Witt; Mike Cobb; larryh@srelectric.com; Nicky Rapier; J. Edward Boone (E-mail); debbiem;
gay@shelbyenergy.com; denise@shelbyenergy.com; Allen Anderson; Stephen Johnson;
Ruby Patterson; Barry Myers (E-mail); John Patterson (E-mail); abeard@tcrecc.com;
kcarpenter@fme.coop; Cheryl Thomas; jimadkins25@aol.com

Cc: Tony Campbell; Jim Lamb; Stacy Barker; Ann Wood; Charlene Creager
Subject: UPDATED: Invitation to a Conference
importance: High

Ladies and Gentlemen:

| would like to invite you to a conference to be held here at EKPC on September 9, 2009. We will be focusing
primarily on the Rate Design Feasibility Study that was presented at the August Board meeting. There will also
be a brief session concerning an update on the Real Time Pricing (RTP) Pilot program. The agenda for the
conference is:

9:30- 9:35 Welcome
9:35-10:15 Feasibility Discussion — The Three “W’s:
Why Do It Now; Why All Of Us; What's The PSC Got To Do With

It?
10:15 - 10:25 Break
10:25-11:30 Feasibility Discussion — The Scope of Work: Share points from the draft
Request for Proposals
11:30 - 12:00 RTP Update: Review of August 12" Presentation to PSC Staff; Next
Steps
12:00 Sack Lunch

The conference will be held in the EKPC Board Room and is scheduled for September 9, 2009, starting at
9:30 a.m. A sack lunch will be provided. Please let me know by the close of business on September 3, 2009
if you plan on attending, how many from your cooperative will be attending, and how many will be joining us for
the sack lunch. If you have any questions, please feel free to get in touch with me. Thank you.

Isaac §. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P. O. Box 707

Winchester, Kentucky 40392-0707
859.745.9243

isaac.scott@ekpc.coop
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From:
3ent:
To:

Cc:
Subject:
Attachments:

Ladies and Gentlemen:

Isaac Scott [isaac.scott@ekpc.coop]

Monday, October 26, 2009 2:45 PM

Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; Dan
Brewer; Donald Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David Duvall; Holly Eades
(E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail); Bill Prather; Wayne Davis;
pjones@farmersrecc.com; cperry@fme.coop; jhazelrigg@fme.coop; Mary Beth Nance,
carol.fraley@graysonrecc.com; Don Combs; kim.bush@graysonrecc.com; Jim Jacobus;
Vickie Lay (E-mail); Sheree Gilliam; Don Schaefer; Sharon Carson; Rodney Chrisman; Kerry
Howard (E-mail); Sandra Bradley (E-mail); maudie@lvrecc.com; Mickey Miller; O. V. Sparks;
rryan@nolinrecc.com; Mark Stallons; Rebecca Witt; Mike Cobb; larryh@srelectric.com; J.
Edward Boone (E-mail); randyb@srelectric.com; debbiem; denise@shelbyenergy.com; Farrah
Cox; Allen Anderson; Stephen Johnson; Ruby Patterson; Barry Myers (E-mail); John
Patterson; abeard@tcrecc.com

Tony Campbel!l; Jim Lamb; Ann Wood; jimadkins25@aocl.com

Rate Feasibility Study - Draft RFP Scope of Work

RFP-EKPC Rate Feasibillity Study 102609.doc; RFP PotentBid.doc

Please find attached a copy of the draft request for proposal scope of work section. | would note that the
referenced attachments are not included with this attachment. Please review and get any comments or
suggestions back to me by the close of business Monday, November 2, 2009.

Also attached is an initial list of potential bidders for this RFP. If there is another firm you believe should be
included to receive the RFP, please send me the firm’'s name. If you have an e-mail contact address for that
firm, that would be helpful as well.

If you have any questions, please feel free to contact me. Thank you.

Isaac S. Scott
Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road
P. O. Box 707

Winchester, Kentucky 40392-0707

859.745.9243
isaac.scott@ekpc.coop
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EAST KE NTUCKY POWER COOPERATIVE, INC.

WHOLESALE AND RETAIL RATES FEASIBILITY STUDY

REQUEST FOR PROPOSALS FOR CONSULTING SERVICES

Backeround Information

East Kentucky Power Cooperative, Inc. (EKPC) is a not-for-profit generation and
transmission cooperative, headquartered in Winchester, Kentucky, that supplies electric
power to 16 member cooperatives and has a limited amount of off-system sales. The
member cooperatives are:

Big Sandy Rural Electric Cooperative Corporation (RECC) of Paintsville,
Kentucky

Blue Grass Energy Cooperative of Nicholasville, Kentucky
Clark Energy Cooperative of Winchester, Kentucky
Cumberland Valley Electric of Gray, Kentucky

Farmers RECC of Glasgow, Kentucky

Fleming-Mason Energy Cooperative of Flemingsburg, Kentucky
Grayson RECC of Grayson, Kentucky

Inter-County Energy Cooperative of Danville, Kentucky
Jackson Energy Cooperative of McKee, Kentucky

Licking Valley RECC of West Liberty, Kentucky

Nolin RECC of Elizabethtown, Kentucky

Owen Electric Cooperative of Owenton, Kentucky

Salt River Electric Cooperative of Bardstown, Kentucky

Shelby Energy Cooperative of Shelbyville, Kentucky

South Kentucky RECC of Somerset, Kentucky

Taylor County RECC of Campbellsville, Kentucky

EKPC and its member cooperatives are subject to the jurisdiction of the Kentucky Public
Service Commission (PSC).

In recent years, there has been an increased interest at the federal and state levels
in the development and promotion of energy efficiency and demand-side management

(DSM) programs and addressing possible disincentives currently existing within
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traditional rate regulation. In November 2008 the PSC opened an administrative
proceeding to consider new electric energy and natural gas provisions of the federal
Energy Independence and Security Act of 2007 (EISA 2007).! One of the issues this
administrative case will determine is whether Kentucky should implement the new
electric energy standard described in Section 532(a)(17) of EISA 2007, which states “The
rates allowed to be charged by any electric utility shall (i) align utility incentives with the
delivery of cost-effective energy efficiency; and (ii) promote energy efficiency
investments.”

In recent base rate case decisions the PSC has clearly indicated its support for
more energy efficiency and DSM programs.> The PSC stated it was very much interested
in cost of service based rates and DSM programs that incentivize both the utility and the
customers to practice energy efficiency in a cost-effective manner. The PSC has further
emphasized similar opinions in the most recent orders in rate applications of some of
EKPC’s member distribution systems. Specifically, the PSC stated its belief that it was
appropriate for the PSC to encourage all electric energy providers to make a greater effort
to offer cost-effective DSM and other energy efficiency programs. In addition, the PSC
stated that if Owen Electric Cooperative believed after developing its energy innovation

plan that its rate design did not support energy efficiency and DSM activities, then it

! Case No. 2008-00408, Consideration of the New Federal Standards of the Energy Independence
and Security Act of 2007. An electronic version of the case records referenced in this request is
available on the Commission’s website, www.psc.state.ky.us.

2 See Case No. 2008-00409, East Kentucky Power Cooperative, Inc., March 31, 2009 Order; Case
No. 2008-00254, Grayson Rural Electric Cooperative Corporation, June 3, 2009 Order; Case No.
2008-00401, Big Sandy Rural Electric Cooperative Corporation, June 3, 2009 Order; Case No.
2008-00030, Farmers Rural Electric Cooperative Corporation, June 10, 2009 Order; and Case
No. 2008-00154, Owen Electric Cooperative, Inc., June 25, 2009 Order. A copy of the Owen
Electric Cooperative Order is attached as Exhibit C.

2.
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should consider filing an application to adopt a DSM surcharge or to revise its rate
design.
Objectives:

EKPC is seeking services from a consultant to assist EKPC and its member
distribution cooperatives in accomplishing the following objectives consistent with the
energy standards set out in EISA 2007.

1. The appropriate retail rate designs for electric distribution cooperatives that are
compatible and supportive of the new electric energy standard described in
Section 532(a)(17) of EISA 2007, on cost-effective energy efficiency and
promote energy efficient investments ,

2. The appropriate wholesale rate design for a generation and transmission
cooperative that is compatible and supportive of the retail rate designs of the
distribution electric cooperatives that support the new electric energy standard
described in Section 532(a)(17) of EISA 2007, on cost-effective energy efficiency
and promote energy efficient investments , and,

3. The proper time frame and path for the distribution cooperatives and the
generation and transmission cooperative to accomplish these tasks.

Project Detail, Scope and Deliverables:

EKPC is fully cognizant of the fact that demand is established at the retail meter
while costs to meet that demand begin at the electric generator. With these facts in mind,
meeting the above objectives will require tremendous effort and balanced approach on
the part of EKPC, its member cooperatives, and the selected consultant. To assist it with

this project, EKPC has retained the services of a former pricing EKPC employee in the
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rates area, Mr. Jim Adkins. The tasks involved will include at a minimum, but not
limited to, the following ones:

1. Determine in a very general and generic sense what types of retail rate designs are
most compatible and supportive of the new energy standards in EISA 2007.

2. Develop wholesale rate design(s) that are compatible with the retail rate designs
suggested in item No. 1 above. These wholesale rates will require the below
listed tasks:

a. Determination of the proper on-peak and off-peak periods by time of day
and by time of year.

b. Determine the proper revenue requirements for the selected test period for
EKPC.

c. Conduct an embedded cost-of-service study (“COSS”) for the test period.

d. Develop wholesale rate designs based on the COSS that are compatible
with the generic retail rates supportive of EISA 2007 and that will
minimize shifts in revenue requirements from one member cooperative to
another member cooperative.

e. Determine a time frame and a path for the member cooperatives to
implement the new wholesale rate designs.

3. Develop retail rate designs for each one of EKPC’s sixteen (16) member
distribution cooperatives that are compatible with EKPC’s wholesale rate design
and the energy standards in EISA 2007. These retail rate designs with require the

below listed tasks:
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a. Conduct an embedded cost-of-service study (“COSS”) for the test period
for each distribution cooperative. This COSS will include the revenue
requirements for each rate class for EKPC’s current wholesale rates and
proposed wholesale rates

b. Develop retail rate designs for all rate classes for the member cooperative
that are compatibie and support EISA 2007.

c. Determine a time frame and a path for the member cooperatives to

implement the new retail rate designs.

Project Schedule:

4.

5.

EKPC has the following schedule in mind to accomplish this project:
Calendar Year 2009 — Test period for the project for EKPC and its member
distribution systems
February 15, 2010 — Consulting Firm Selected
April 13, 2010 — Status Report from Consultant
June 8, 2010 — Status Report from Consultant

August 31, 2010 — Final Report presented to EKPC

Resources and Data Provided by EKPC and Members:

EKPC and/or member cooperatives will provide the billing data, cost data,

financial statements needed and requested by the consulting firm. The consultant will

process all of the load research data including retail class contributions to EKPC’s

coincident demands, retail rate class contributions to individual distribution cooperative

coincident peak demands, retail rate class peak demands, and the sum of individual
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customer’s peak demands. This data will be provided for each distribution cooperative
for each month of the test period.

EKPC will provide resources that may be of assistance in developing information
and data, interpreting assumptions and results and helping to eliminate any bottlenecks
that may occur.

Consultant Evaluation Criteria:

The cost of a project is always a factor in the selection of a consulting firm but it
is certainly not the only one or the most important one in the selection of a firm for this
project. The evaluation criteria for selecting a consulting firm are listed below:

e The firm’s overall experience with projects similar in scope, size and complexity
with this one.

e The firm’s experience with cooperatives - both G&T's and distribution
cooperatives.

e The firm’s experience in dealing with regulated utilities and regulators.

e The firm’s experience in preparing load research data and analysis.

e The experience and expertise of the firm’s consulting staff committed to this
project.

e The ability to meet the schedule outlined in this RFP.

e The firm’s demonstrated understanding of EISA 2007.

e The firm’s demonstrated understanding of the rural electric program.

e Completeness and clarity of the work plan.

e The cost of the project.
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Consultant’s Suggestions and/or Creativity:

In recognition of the fact that consulting firms are made up of experienced
professionals capable of conceiving creative alternatives, EKPC and its member
distribution cooperatives are willing to entertain proposals from consulting firms that
may be different in strategy, approach and scope from what has been laid out in the
preceding pages. The following attachments are provided to assist in the development of
a response to this RFP and potentially spark some new and creative approaches.
Attached as Appendix A to this RFP is a copy of EKPC’s wholesale tariff. Attached as
Appendix B is the retail tariffs for four distribution cooperatives. Attached as Appendix
C is a copy of the Kentucky Public Service Commission’s Order in Owen Electric
Cooperative’s last rate application in Case No. 2008-00154.

Terms and Conditions:

Attached as Appendix D is a copy of the proposed contract that will be executed
by EKPC and the selected consultant.

Responses to the Request for Proposals:

The responses from the consultant should address at a minimum the following
items:

1. The firm’s proposed approach and time schedule, with the time schedule in a
detailed schematic form, for this project to ensure completion in the proper time
frame.

2. The firm’s experience with electric cooperatives including G&T's and
distribution cooperatives individually as well as collectively especially in a

regulated environment.
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3. The firm’s experience with revenue requirements, cost-of-service studies, load
research, and rate design in general and with cooperatives both the wholesale and
retail levels.

4, A listing of the firm’s employees that will be a part of this project including their
educational background and relevant experience in cost-of-service and rate
design projects.

5. The cost of the project.

6. The name of three to five clients for which the consulting firm has completed
similar projects and the name of a contact at that client.

7. Disclosure of potential conflicts of interest.

8. A thorough description of the work plan, including an estimate of the number of
hours devoted to each task.

The firm should provide __ bound and __ unbound copies of its proposal, along with

an electronic copy of the proposal on CD.



POTENTIAL BIDDERS LIST
RATE DESIGN FEASBILITY STUDY

Consultant Firm Name

Contact E-mail

Company

Baker Tilly Virchow Krause and

thomas.unke@bakertilly.com

Burns and McDonnell

driedel@burnsmed.com

C. H. Guernsey and Company

michael.mooref@chguernsey.com

Overland Consulting, Inc.

hlubow@overlandcounsulting.com

Patterson and Dewar

ibfranklin@pd-engineers.com

The Prime Group, LLC

sseelve(@insightbb.com

R. W. Beck

tcorrigan@rwbeck.com

Schumaker and Company

solutions{@schuco.com

Shaw Consultants International, Inc.

consulting@shawgrp.com

Vantage Consulting, Inc.

wdrabinski@vantageconsuliing.com
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Additional potential vendors are welcome. Please provide the firm name and if available

an e-mail address. Thank you.


mailto:driedeI@burnsmcd.com
mailto:moore@chguernsey.com
mailto:sseelye@insightbb.com
mailto:tcorrigaii@rwbeck.com

Item No 16

Rebecca Witt ] Page 15 of 449
From: Isaac Scott [isaac.scott@ekpc.coop]

Sent: Wednesday, November 04, 2009 8:42 AM

To: Mark Stallons

Subject: Potential Bidder for RFP - Rate Design Feasibility Study

Mark,

Please excuse this interruption, but | wanted to follow up on an earlier discussion. You had previously mentioned
a possible bidder for the rate design RFP. | believe it was an organization called “PSC". Jim Adkins had also suggested
including them. Could you give me the correct name of this consuitant, and if you have it, an e-maif address we can use
to contact them. Thank you.

Isaac §. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P. O.Box 707

Winchester, Kentucky 40392-0707
859.745.9243

isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]
jent: Wednesday, November 04, 2009 10:52 AM
To: Mark Stallons
Subject: RE: Duane Kexel

| will add him and the firm ~ thank you.

Isaac §. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P. O.Box 707

Winchester, Kentucky 40392-0707
859.745.9243

isaac.scott@ekpc.coop

From: Mark Stallons [mailto:mstallons@owenelectric.com]
Sent: Wednesday, November 04, 2009 9:23 AM

To: Isaac Scott

Subject: FW: Duane Kexel

Duane is with Power Systems Engineering. 1 would recommend adding to the rate study bid list.

Mark



/Rebecca Witt
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From:
Sent:
To:

Cc:
Subject:
Attachments:

Ladies and Gentlemen:

Isaac Scott [isaac.scott@ekpc.coop]

Monday, November 16, 2009 4:19 PM

Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; Dan
Brewer; Donald Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David Duvall, Holly Eades
(E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail); Bill Prather; Wayne Dauvis;
pjones@farmersrecc.com; cperry@fme.coop; jhazelrigg@fme.coop; Mary Beth Nance;
carol.fraley@graysonrecc.com; Don Combs; kim.bush@graysonrecc.com; Jim Jacobus;
Vickie Lay (E-mail); Sheree Gilliam; Don Schaefer; Sharon Carson; Rodney Chrisman; Kerry
Howard (E-mail); Sandra Bradley (E-mail); maudie@Ivrecc.com; Mickey Miller; O. V. Sparks;
rryan@nolinrecc.com; Mark Stallons; Rebecca Witt; Mike Cobb; larryh@srelectric.com; J.
Edward Boone (E-mail), randyb@srelectric.com; debbiem; denise@shelbyenergy.com; Farrah
Cox; Allen Anderson; Stephen Johnson; Ruby Patterson; Barry Myers (E-mail); John
Patterson; abeard@tcrecc.com

Tony Campbell; Jim Lamb; Ann Wood; jimadkins25@aol.com

Rate Feasibility Study - RFP issued

RFP PotentBidissued.doc

EKPC issued the RFP for the Rate Feasibility Study this afternoon, November 16, 2009. Responses are due
by Noon, December 18, 2009. The RFP was sent to 13 different firms. Attached is a list of the firms the RFP
has been sent to. We will update you as this process progresses.

Isaac §. Scott
Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road
P. O.Box 707

Winchester, Kentucky 40392-0707

859.745.9243
isaac.scott@ekpc.coop



mailto:destepp@bigsandyrecc.Com
mailto:caroI.fraley@graysonrecc.com
mailto:rnaudie@lvrecc.com
mailto:rryan@noIinrecc.com
mailto:abeard@tcrecc.com
mailto:jimadkins25@aol.com
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POTENTIAL BIDDERS LIST
RATE DESIGN FEASBILITY STUDY

Consultant Firm Name

Baker Tilly Virchow Krause and
Company

Black and Veatch

Burns and McDonnell

C. H. Guernsey and Company

Gannett Fleming

Overland Consulting, Inc.

Patterson and Dewar

Power System Engineering, Inc.

The Prime Group, LLC

R. W. Beck

Schumaker and Company

Shaw Consultants International, Inc.

Vantage Consulting, Inc.
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From:
Sent:
To:

Cc:
Subject:
Attachments:

Ladies and Gentlemen:

Isaac Scott {isaac.scott@ekpc.coop]

Monday, November 23, 2009 11:05 AM

Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; DAN
BREWER - BLUE GRASS; Donald Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David
Duvall; Holly Eades (E-mail); Ted Hampton (E-mail); Robert Toiliver (E-mail); Bill Prather;
Wayne Davis; pjones@farmersrecc.com,; Chris Perry; jhazelrigg@fme.coop; Mary Beth
Nance; carol.fraley@graysonrecc.com; Don Combs; kim.bush@graysonrecc.com; Jim
Jacobus; Vickie Lay (E-mail); Sheree Gilliam; Don Schaefer; Sharon Carson; Rodney
Chrisman; Kerry Howard (E-mail); Sandra Bradley (E-mail); maudie@Ivrecc.com; Mickey
Miller; O. V. Sparks; rryan@nolinrecc.com; Mark Stallons; Rebecca Witt; Mike Cobb;
larryh@srelectric.com; J. Edward Boone (E-mail); randyb@srelectric.com; debbiem;
denise@shelbyenergy.com; Farrah Cox; Allen Anderson; Stephen Johnson; Ruby Patterson;
Barry Myers (E-mail); John Patterson; abeard@tcrecc.com

Tony Campbell; Jim Lamb; Ann Wood; jimadkins25@aol.com

East Kentucky Power - Request for Proposal - Wholesale & Retail Rates Feasibility Study
FINAL - RFP EKPC Rates Study - UPDATED 11-16-09.doc

Attached below is a copy of the RFP that was issued on November 16, 2009 for the Rate Design Feasibility Study.
Replies are due by Noon, December 18, 2009. The RFP is being coordinated through EKPC’s Supply Chain

Management process.

<<FINAL - RFP EKPC Rates Study - UPDATED 11-16-09.doc>>

Isaac S. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road

P. O.Box 707

Winchester, Kentucky 40392-0707

859.745.9243

isaac.scott@ekpc.coop



mailto:abeard@tcrecc.com
mailto:jimadkins25@aol.com
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“EAST KENTUCKY POWER COOPERATIVE

A ToucEmore Erenzy Cooperatve aﬁ:r

Supply Chain Management

REQUEST FOR PROPOSAL
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I. PURPOSE

East Kentucky Power Cooperative (EKPC) is seeking proposals from qualified bidders to provide
consulting services to develop appropriate wholesale rate design for a generation and transmission
cooperative and retail rate designs for electric distribution cooperatives that are compatible and
supportive of the standards described in Section 532(a)(17) of the Energy Independence and Security Act
of 2007. These standards focus on cost-effective energy efficiency and promote energy efficient
investments.

CONFIDENTIAL — EKPC RATES STUDY 3 of 25 RFP 11/16/2009
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2. ABouT Us

East Kentucky Power Cooperative, Inc. (“East Kentucky Power”, “EKPC”) is a not-for-profit generation
and transmission cooperative owned by 16 rural electric distribution cooperatives (members). Together,
EKPC and member cooperatives are known as Kentucky's Touchstone Energy Cooperatives serving over
518,000 homes and businesses in 87 counties of Kentucky. EKPC owns electric generation, transmission
and distribution substations and is engaged in the business of generating and transmitting electricity on
behalf of its members. EKPC operates a mix of generation capacities including coal, gas, oil, hydro and
landfill methane gas, totaling approximately 2,900 MW, 2,800 miles of transmission lines and 350
substations. EKPC maintains 17 warehouses located at four major power plants and its corporate
headquarters. EKPC'’s service territory and the location of its generation facilities are shown below. For
additional information, please visit our website at www.ekpc.coop

EAST KENTLH POWER GENERATHON

1 Spurlack P12 et (Y

2 Dale 195 et MW

3 Smifth summer
Combustion 526 net W
Turbine Winter
Linits 242 net s

4 Cooper 341 net W

Lanchill Gas Plants

5 Bavarian 32 net MW

6 Laurel Ridge 410 net MW

7 Green Valley 2.4 et MW

2 Fearl Hallow 2.4 nat MW

] Pendleton 3.2 net MW shives cystemewicle szrvine area

EKPC manages the generation and transmission assets for its 16 distribution members/owners:

Big Sandy RECC

Blue Grass Energy Cooperative

Jackson Energy Cooperative
Licking Valley RECC
Nolin RECC

Owen Electric Cooperative

Clark Energy Cooperative
Cumberland Valley Electric
Farmers RECC

Fleming-Mason Energy Cooperative
Grayson RECC

Inter-County Energy

Salt River Electric Cooperative
Shelby Energy Cooperative
South Kentucky Rural Electric
Taylor County RECC

0O 0O 0O 0O 0O O O O
O 0O 0O 0 0O 0O 0 O
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3. EKPC CONTACT INFORMATION

All questions and responses to this RFP must be emailed concurrently to both contacts listed below.
Proposals will be submitted in hard copy via physical mail and PDF format via email. Telephone and/or
physical mail (if required) shall be addressed to the primary contact only. No communication with any
other EKPC employees related to this RFP is allowable during the solicitation period and until a contract
is signed, unless specifically authorized in writing by the contacts listed below. The primary contact will
coordinate internally with EKPC operations personnel to address any technical/ operational questions
bidders might have. Failure to comply with this requirement will result in disqualification of the
respondent. The conduct of bidders during the RFP process will play a part in the evaluation.

Primary Contact:
For email, telephone and physical mail.

Brenda Eames

Sr. Sourcing Agent

East Kentucky Power Cooperative
4775 Lexington Rd

P.O. Box 707

Winchester, KY 40392-0707
brenda.eames@ekpc.coo

859 745-9766 Office

859 737-6043 Fax

Alternate Contact:

For email contact only:

Isaac Scott

Manager, Pricing

East Kentucky Power Cooperative
4775 Lexington Rd

P.O. Box 707

Winchester, KY 40392-0707
Isaac.scott@ekpe.coop

859 745-9243

CONFIDENTIAL —~ EKPC RATES STUDY 50f25 RFP 11/16/2009
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4, RFP CONDITIONS

)

2)

3)
4)

5)

6)

7)

8)

9)

10)

1y
12)

All information in this RFP is the intellectual property of EKPC and should be treated as such. In
addition, the information contained in any resulting contract from this solicitation is regarded as
confidential and is not to be disclosed beyond the parties directly involved without the express
written consent of EKPC,

In protecting bidder’s confidential or proprietary information, such information must be clearly
marked as being confidential and proprietary.

EKPC's answers to a bidder’s questions will be shared to all bidders as appropriate.

EKPC reserves the right to accept and/or reject any and all proposals. Bidder may not claim any
indemnity, nor may bidder contest for whatever reason, the choice made by EKPC.,

EKPC is not under any obligation to award a contract and reserves the right to terminate the
Request for Proposal process at any time, and to withdraw from discussions with any or all of
the bidders who have responded.

All proposals will be considered final. No additions, deletions, corrections or adjustments will be
accepted after the proposal due date unless mutually agreed between the parties,

This RFP shall not be construed as an authorization to perform development work at the
expense of EKPC. Any development work performed or any expenses made by a bidder in order
to respond to this RFP will be at the discretion and sole responsibility of the bidder. EKPC will
not reimburse any expenses incurred by the bidder as a result of the bidder’s participation in this
solicitation. This RFP does not represent a commitment to purchase.

Bidder’s offer must be firm for a period of ninety (30) days from the date responses are due to
EKPC. EKPC will be using a weighted method to evaluate proposals. In addition, EKPC reserves
the right and flexibility to negotiate with multiple bidders to arrive at a mutually agreeable
relationship.

Bidder shail refrain from any publicity regarding this RFP or the contents thereof. Bidder shall not
release any information to newspapers, magazines, journals or any other medium about the
acceptance of the tender or the award of the contract without the prior written approval of
EKPC.

The Consulting and Services Agreement (CSA) shown in Part It of this RFP will form the basis for
doing business between EKPC and the winning bidder. This RFP and bidder’s proposal will be
included and made part of the resulting contract. A Consulting and Services Agreement must be
executed prior to commencement of any work. No obligations on the part of EKPC will be
incurred until a satisfactory contract has been executed and accepted by both parties.

An authorized officer of the company submitting the proposal must sign all proposals.

Any conditions of this RFP, which cannot be fulfilled, are to be clearly stated in bidder’s proposal.

CONFIDENTIAL ~ EKPC RATES STUDY 60of25 RFP 11/16/2009
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5. BID PROCESS & CONTRACTING TIMELINE

Invitation to bid & issuance of RFP Monday 11/16/2009

Proposals due to EKPC by 12:00 Noon EST. Please email your proposals in Friday 12/18/200G9
PDF format to the EKXPC contacts previously identified. Hard copies of your

proposal must be received by EKPC by the same deadline. Pricing must be in a

separate document but sent under the same transmittal. Please use the following

convention for naming your document files:

“Proposal - Xxxx - EKPC”,

“Pricing - Xxxx - EKPC”, where Xxxx is bidder’s company name

EKPC conducting proposal evaluations, checking references, and 12/18/2009 —
identifying finalists. During the evaluation period, bidder is asked to be readily 01/12/2010
available by phone for any needed follow-ups.

Award of contract 01/15/2010
Sign contract 01/19/2010
Beginning date of new contract 02/01/2010
Final Report to EKPC 07/31/2010
End of contract TBD

CONFIDENTIAL — EKPC RATES STUDY 7 of 25 RFP 11/16/2009
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6. SCOPE OF WORK & SPECIFICATIONS

Background:

EKPC and its member cooperatives are subject to the jurisdiction of the Kentucky
Public Service Commission (PSC).

In recent years, there has been an increased interest at the federal and state levels
in the development and promotion of energy efficiency and demand-side management
(DSM) programs and addressing possible disincentives currently existing within
traditional rate regulation. In November 2008 the PSC opened an administrative
proceeding to consider new electric energy and natural gas provisions of the federal
Energy Independence and Security Act of 2007 (EISA 2007)." One of the issues this
administrative case will determine is whether Kentucky should implement the new
electric energy standard described in Section 532(a)(17) of EISA 2007, which states “The
rates allowed to be charged by any electric utility shall (i) align utility incentives with the
delivery of cost-effective energy efficiency; and (ii) promote energy efficiency
investments.”

In recent base rate case decisions the PSC has clearly indicated its support for
more energy efficiency and DSM programs.” The PSC stated it was very much interested
in cost of service based rates and DSM programs that incentivize both the utility and the

customers to practice energy efficiency in a cost-effective manner. The PSC has further

' Case No. 2008-00408, Consideration of the New Federal Standards of the Energy Independence
and Security Act of 2007. An electronic version of the case records referenced in this request is
available on the PSC’s website, http://www.psc.state. ky.us/.

? See Case No. 2008-00409, East Kentucky Power Cooperative, Inc., March 31, 2009 Order; Case
No. 2008-00254, Grayson Rural Electric Cooperative Corporation, June 3, 2009 Order; Case No.
2008-00401, Big Sandy Rural Electric Cooperative Corporation, June 3, 2009 Order; Case No.
2008-00030, Farmers Rural Electric Cooperative Corporation, June 10, 2009 Order; and Case
No. 2008-00154, Owen Electric Cooperative, Inc., June 25, 2009 Order.

CONFIDENTIAL — EKPC RATES STUDY 8 of 25 RFP 11/16/2009


http://www.psc.state.ky.us

Item No 16
Page 28 of 449

emphasized similar opinions in the most recent orders in rate applications of some of
EKPC’s member distribution systems. Specifically, the PSC stated its belief that it was
appropriate for the PSC to encourage all electric energy providers to make a greater effort
to offer cost-effective DSM and other energy efficiency programs. In addition, the PSC
stated that if Owen Electric Cooperative believed after developing its energy innovation
plan that its rate design did not support energy efficiency and DSM activities, then it
should consider filing an application to adopt a DSM surcharge or to revise its rate
design.

Objectives:

EKPC is seeking services from a consultant to assist EKPC and its member
distribution cooperatives in accomplishing the following objectives consistent with the
energy standards set out in EISA 2007:

1. The appropriate retail rate designs for electric distribution cooperatives that are
compatible and supportive of the new electric energy standard described in
Section 532(a)(17) of EISA 2007, on cost-effective energy efficiency and
promote energy efficient investments ,

2. The appropriate wholesale rate design for a generation and transmission
cooperative that is compatible and supportive of the retail rate designs of the
distribution electric cooperatives that support the new electric energy standard
described in Section 532(a)(17) of EISA 2007, on cost-effective energy efficiency
and promote energy efficient investments, and,

3. The proper time frame and path for the distribution cooperatives and the

generation and transmission cooperative to accomplish these tasks.

CONFIDENTIAL — EKPC RATES STUDY 9 of 25 RFP 11/16/2009
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Project Detail, Scope and Deliverables:

EKPC is fully cognizant of the fact that demand is established at the retail meter
while costs to meet that demand begin at the electric generator. With these facts in mind,
meeting the above objectives will require tremendous effort and balanced approach on
the part of EKPC, its member cooperatives, and the selected consultant. To assist it with
this project, EKPC has retained the services of a former pricing EKPC employee in the
rates area, Mr. Jim Adkins. Mr. Adkins will be working for EKPC and be assisting in the
review, analysis, and oversight of this project. The tasks involved will include at a
minimum, but not be limited to, the following:

1. Determine in a very general and generic sense what types of retail rate designs are
most compatible and supportive of the new energy standards in EISA 2007.

2. Develop wholesale rate design(s) that are compatible with the retail rate designs
suggested in item No. 1 above. These wholesale rates will require the below
listed tasks:

a. Determine the proper on-peak and off-peak periods by time of day and by
time of year.

b. Determine the proper revenue requirements for the selected test period for
EKPC.

c. Conduct an embedded cost-of-service study (“COSS”) for the test period.

d. Develop wholesale rate designs based on the COSS that are compatible
with the generic retail rates supportive of EISA 2007 and that will, to the
extent practical, minimize shifts in revenue requirements from one

member cooperative to another member cooperative.

CONFIDENTIAL — EKPC RATES STUDY 10 of 25 RFP 11/16/2009
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e. Determine a time frame and a path for the member cooperatives to
implement the new wholesale rate designs.

3. Develop retail rate designs for each one of EKPC’s sixteen (16) member
distribution cooperatives that are compatible with EKPC’s wholesale rate design
and the energy standards in EISA 2007. These retail rate designs will require the
below listed tasks:

a. Conduct an embedded cost-of-service study (“COSS”) for the test period
for each distribution cooperative. This COSS will include the revenue
requirements for each rate class for EKPC’s current wholesale rates and
proposed wholesale rates

b. Develop retail rate designs for all rate classes for the member cooperative
that are compatible and support EISA 2007.

¢. Determine a time frame and a path for the member cooperatives to
implement the new retail rate designs.

4. In the event the wholesale or retail COSS or the wholesale or retail rate designs
are included in a base rate case proceeding before the PSC, prepare testimony
supporting the COSS or rate designs, respond to data requests from the PSC or
intervenors, and be available to provide expert testimony at any hearing before the
PSC.

Project Schedule:

EKPC has the following schedule in mind to accomplish this project:
Calendar Year 2009 — Test period for the project for EKPC and its member distribution

systems

CONFIDENTIAL — EKPC RATES STUDY 110f25 RFP 11/16/2009
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1. January 15, 2010 — Consulting Firm Selected

2. March 12, 2010 — Status Report from Consultant
3. May 10, 2010 — Status Report from Consultant
4. July 31, 2010 — Final Report presented to EKPC

Resources and Data Provided by EKPC and Members:

EKPC and/or member cooperatives will provide the billing data, cost data,
financial statements needed and requested by the consulting firm. The consultant will
process all of the load research data including retail class contributions to EKPC’s
coincident demands, retail rate class contributions to individual distribution cooperative
coincident peak demands, retail rate class peak demands, and the sum of individual
customer’s peak demands. This data will be provided for each distribution cooperative
for each month of the test period.

EKPC will provide resources that may be of assistance in developing information
and data, interpreting assumptions and results and helping to eliminate any bottlenecks
that may occur.

Consultant Evaluation Criteria:

The cost of a project is always a factor in the selection of a consulting firm but it
is certainly not the only one or the most important one in the selection of a firm for this
project. The evaluation criteria for selecting a consulting firm are listed below:

e The firm’s overall experience with projects similar in scope, size and complexity.
e The firm’s experience with cooperatives - both G&T's and distribution
cooperatives.

e The firm’s experience in dealing with regulated utilities and regulators.

CONFIDENTIAL — EKPC RATES STUDY 12 of 25 RFP 11/16/2009
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e The firm’s experience in preparing load research data and analysis.

e The experience and expertise of the firm’s consulting staff committed to this
project.

e The ability to meet the schedule outlined in this RFP.

e The firm’s demonstrated understanding of EISA 2007.

e The firm’s demonstrated understanding of the rural electric program.

e Completeness and clarity of the work plan.

e The cost of the project.

Consultant’s Suggestions and/or Creativity:

In recognition of the fact that consulting firms are made up of experienced
professionals capable of conceiving creative alternatives, EKPC and its member
distribution cooperatives are willing to entertain proposals from consulting firms that
may be different in strategy, approach and scope from what has been laid out in the
preceding pages. The following links to the PSC website are provided to assist in the
development of a response to this RFP and potentially spark some new and creative
approaches.

EKPC’s wholesale tariff:

http://www.psc.state.ky.us/tariffs/Electric/East%20Kentucky%20Power%20Cooperative,%20Inc/Tariff.pdf

Retail tariff — Blue Grass Energy Cooperative:

http://www.psc.state. ky.us/tariffs/Electric/Bluegrass%20Energy%20Coop.%20Corp/Tariff. pdf

Retail tariff — Owen Electric Cooperative:

http://www.psc.state.ky.us/tariffs/Electric/Owen%20Electric%20Cooperative,%20Inc/Tariff. pdf

Retail tariff — Salt River Electric Cooperative:
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http://www.psc.state ky.us/tariffs/Electric/Salt%20River%20Electric%20Coo0p.%20Corp/Tariff. pdf

Retail tariff — South Kentucky RECC:

hitp://www.psc.state.ky.us/tariffs/Electric/South%2 0K entucky%20RECC/Tariff.pdf

PSC Order in Case No. 2008-00154 — Owen Electric Cooperative:

http://www.psc.state.ky.us/order vault/Orders 2009/200800154 06252009.PDF

Responses 1o the Request for Proposals:

The responses from the consultant should address at a minimum the following
items:

1.  The firm’s proposed approach and time schedule, with the time schedule in a
detailed schematic form, for this project to ensure completion in the proper time
frame.

2. The firm’s experience with electric cooperatives including G&T's and
distribution cooperatives individually as well as collectively especially in a
regulated environment.

3. The firm’s experience with revenue requirements, cost-of-service studies, load
research, and rate design in general and with cooperatives both the wholesale and
retail levels.

4. A listing of the firm’s employees that will be a part of this project including their
educational background and relevant experience in cost-of-service and rate
design projects.

5. The cost of the project.

6. The name of three to five clients for which the consulting firm has completed

similar projects and the name of a contact at that client.
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7. Disclosure of potential conflicts of interest.

8. A thorough description of the work plan, including an estimate of the number of
hours devoted to each task.

9. A thorough description of the firm’s experience of appearing as an expert
witness before state regulatory commissions in a base rate case proceeding.
Include as a separate schedule an hourly quote and associated cost rates for
witness services related to the COSS and rate design proposals.

The firm should provide 4 bound and 1 unbound hard copies of its proposal, along with

an electronic copy in PDF format of the proposal on CD.
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7. STRUCTURE OF RESPONSE

Bidders are requested to adopt the following response structure:

)

2)

3)

4)

5)

Executive Summary
High level summary of the bidder’s offering pertaining to the RFP.

Work Approach & Plan
Describe bidder's approach and plan to accomplishing the Work as specified in the RFP.

Company & Personnel Information

General Information of Bidder's Company

Legal company name and address

Dun & Bradstreet number

NAICS number (information may be found at www.naics.com )

Organizational structure including parent, subsidiary and partnership relationships
Qualifications and experience

Financial status for current and previous three years

agoooaagaq

Risk factors including any pending bankruptcy filings or litigations

Project Personnel
0 Name and title of key personnel directly involved in this project

3 Name and title of highest ranking executive accountable for the successful
performance of this project for EKPC

References

Provide at least three customer references to whom you provided a similar service. References
to include a brief description, location of work, year in which work was completed, contact
name, title, phone and/or email.

Exceptions to the RFP

List any and all commercial and technical exceptions to the RFP requirements. Exceptions
identified shall not constitute acceptance by EKPC. indicate “No Exceptions Taken” if none is
taken.
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PART 0l
CONSULTING AND SERVICES AGREEMENT TEMPLATE
CONSULTING AND SERVICES AGREEMENT
This agreement ("Agreement”) is entered into, to be effective as of (“Effective

Date”), by and between EAST KENTUCKY POWER COOPERATIVE, INC. headquartered at 4775
Lexington Road, Winchester, Kentucky 40391 (“EKPC”), and
(“Consultant™).

The parties agree as follows:

1. Consultant Services. Consultant agrees to provide the services as set forth on an Exhibit A
(sequentially numbered) in the form of the Exhibit A attached hereto or in other statements of work
containing substantially similar information and identified as an Exhibit A (the "Services").

2. Subcontracts. Consultant shall not enter into any subcontracts for the performance of the Services,
or assign or transfer any of its rights or obligations under this Agreement, without EKPC’s prior written
consent and any attempt to do so shall be void and without further effect.

3. Term and Termination; Time is_of the Essence. This Agreement is legally binding as of the
Effective Date, and, unless terminated as provided herein, shall continue until terminated by EKPC. EKPC
may terminate this Agreement or any Exhibit A, in whole or in part, at any time for any reason upon
written notice to Consultant.

4. EKPC Resources. Where EKPC provides resources (including but not limited to computers) to
Consultant that are reasonably required for the exclusive purpose of providing the Services, Consultant
agrees to keep such resources in good order and not permit waste (ameliorative or otherwise) or damage to
the same. Consultant shall return the resources to EKPC in substantially the same condition as when
Consultant began using the same, ordinary wear and tear excepted.

3. Fees and Billing Procedures. EKPC agrees to pay Consultant for the Services in accordance with
the fee(s) set forth in the applicable Exhibit A. Any sum due Consultant for Services performed for which
payment is not otherwise specified shall be due and payable sixty (60) days after receipt by EKPC of an
invoice from Consultant. Consultant shall only work the number of hours or days as specified in an Exhibit
A, unless otherwise expressly approved in advance by EKPC. Unless otherwise provided for under an
Exhibit A, Consultant shall bill to EKPC the sums due pursuant to an Exhibit A by Consultant’s invoice,
which shall contain: (a) EKPC purchase order number, if any, and invoice number; (b) a description of
Services rendered; (c) the fee or portion thereof that is due; (d) the number of hours or days worked; (e)
travel and living expenses, if any; (f); taxes, if any; and, (g) total amount due. Unless otherwise specified
by EKPC, Consultant shall forward invoices in hardcopy format to EKPC, PO Box 707, Winchester,
Kentucky 40392-0707 ATTN:

6. Expenses. Where previously approved by EKPC, upon submission of an expense report and
receipts, EKPC shall reimburse Consultant for reasonable travel and living expenses consistent with
EXPC’s then current expense guidelines actually incurred in connection with the Services.

7. Credits. Any amounts due from Consultant may be applied by EKPC against any fees due to
Consultant. Any such amounts that are not so applied shall be paid to EKPC by Consultant within sixty
(60) days following EKPC's request.

8. Non-binding Terms. Any terms and conditions that are included in a Consultant invoice shall be
deemed to be solely for the convenience of the parties, and no such term or condition shall be binding upon
EKPC.
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9. Auditable Records; Dispute Resolution. Consultant shall maintain accurate records of all fees
billable to, and payments made by, EKPC in a format that will permit audit by EKPC for a period of not
less than three (3) years. This Section shall survive the termination of this Agreement.

10. Taxes. Consultant represents and warrants that it is an independent contractor for purposes of
federal, state, and local employment taxes. Consultant agrees that EKPC is not responsible to collect or
withhold any such taxes, including income tax withholding and social security contributions, for
Consultant. Any and all taxes, interest or penalties, including any federal, state, or local withholding or
employment taxes, imposed, assessed, or levied as a result of this Agreement shall be paid or withheld by
Consultant.

11. Non-Disclosure of Confidential Information. The parties acknowledge that each party may be
exposed to or acquire communication or data of the other party that is confidential, privileged
communication not intended to be disclosed to third parties. For the purposes of this Agreement, the term
“Confidential Information” shall mean all information and documentation of a party that: (a) has been
marked "confidential" or with words of similar meaning, at the time of disclosure by such entity; (b) if
disclosed orally or not marked "confidential” or with words of similar meaning, was subsequently
summarized in writing by the disclosing entity and marked “confidential” or with words of similar
meaning; or, (c) any Confidential Information derived from information of a party. The term "Confidential
Information” does not include any information or documentation that was: (a) already in the possession of
the receiving entity without an obligation of confidentiality; (b) developed independently by the receiving
entity, as demonstrated by the receiving entity, without violating the disclosing entity’s proprietary rights;
(c) obtained from a source other than the disclosing entity without an obligation of confidentiality; or, (d)
publicly available when received, or thereafter became publicly available (other than through any
unauthorized disclosure by, through or on behalf of, the receiving entity).

12, Obligation of Confidentiality. The parties agree to hold all Confidential Information in strict
confidence and not to copy, reproduce, sell, transfer, or otherwise dispose of, give or disclose such
Confidential Information to third parties other than employees, agents, or subcontractors of a party who
have a need to know in connection with this Agreement. The parties agree to advise and require their
respective employees, agents, and subcontractors of their obligations to keep such information confidential.

13. Cooperation to Prevent Disclosure of Confidential Information. Each party shall use its best
efforts to assist the other party in identifying and preventing any unauthorized use or disclosure of any
Confidential Information. Each party shall advise the other party immediately in the event either party has
reason to believe that any person who has had access to Confidential Information has violated or intends to
violate the terms of this Agreement and each party will cooperate with the other party in seeking injunctive
or other equitable relief against any such person.

14, Remedies for Breach of Obligation of Confidentiality. Consultant acknowledges that breach of
Consultant’s obligation of confidentiality may give rise to irreparable injury to EKPC, which damage may
be inadequately compensable in the form of monetary damages. Accordingly, EKPC may seek and obtain
injunctive relief against the breach or threatened breach, in addition to any other legal remedies which may
be available.

The provisions of this Section shall survive the termination of this Agreement.

15. Work Product. EKPC and Consultant each acknowledge that performance of this Agreement may
result in the discovery, creation, or development of inventions, methods, formulae, techniques, processes,
improvements, strategies, and data and original works of authorship, in whatever form, first produced or
created by or for Consultant as a result of or related to the performance of the Services (the “Work
Product™). Consultant agrees that, whether or not the Services are considered works made for hire or an
employment to invent, all Work Product shall be the sole property of EKPC. Except as set forth in writing
and signed by both EKPC and Consultant, Consultant agrees that EKPC shall have all copyright and patent
rights with respect to any Work Product, without regard to the origin of the Work Product. If and to the
extent that Consultant may, under applicable law, be entitled to claim any ownership interest in the Work
Product, Consultant hereby transfers, grants, conveys, assigns, and relinquishes exclusively to EKPC any
and all right, title, and interest it now has or may hereafter acquire in and to the Work Product under patent,
copyright, trade secret, and trademark law in perpetuity or for the longest period otherwise permitted by
law. Consultant further agrees as to the Work Product to assist EKPC in every reasonable way to obtain
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and, from time to time, enforce patents, copyrights, trade secrets, and other rights and protection relating to
said Work Product. The provisions of this Section shall survive the termination of this Agreement.

16. Surrender of Materials upon Termination. Upon termination of this Agreement, in whole or in
part, Consultant shall immediately return to EKPC all copies of properties received from EKPC, or created
or received by Consultant on behalf of EKPC, and which are related to the terminated portion of this
Agreement.
17. Mutual Representations and Warranties. Each of EKPC and Consultant represent and warrant
that:

e It is duly licensed, authorized, or qualified to do business and is in good standing in every

jurisdiction in which a license, authorization, or qualification is required for the ownership or
leasing of its assets or the transaction of business of the character transacted by it.

e The execution, delivery, and performance of this Agreement has been duly authorized by it and
this Agreement constitutes the legal, valid, and binding agreement of it and is enforceable against
it in accordance with its terms.

e It has all requisite power, financial capacity, and authority to execute, deliver, and perform its
obligations under this Agreement.

e It shall comply with all applicable federal, state, local, international, or other laws and regulations
applicable to the performance by it of its obligations under this Agreement and shall obtain all
applicable permits and licenses required of it in connection herewith.

e There is no outstanding litigation, arbitrated matter or other dispute to which it is a party which, if
decided unfavorably to it, would reasonably be expected to have a potential or actual material
adverse effect on its ability to fulfill its obligations under this Agreement.

18. Representations and Warranties by Consultant. Consultant represents and warrants that:

e Consultant is possessed of superior knowledge with respect to the Services and is aware that
EKPC is relying on Consultant’s skill and judgment in providing the Services to EKPC.

e the Services will conform to any applicable scope of work; and any materials supplied in
connection therewith shall be new, unused, and free from defect;

e the Services will be suitable for the purposes specified by EKPC and will conform to each
statement, representation, and description made by Consultant to EKPC;

» the Services are not and shall not be subject to any encumbrance, lien, security interest, patent,
copyright or trademark claims, infringements, or other defects in title; and

e any labor or services performed pursuant to this Agreement shall be performed in a competent,
diligent, and timely manner in accordance with the highest professionally accepted standards.

Consultant shall respond in writing to any warranty claim by EKPC within five (5) business days of the
delivery of notice of such claim to Consultant.

19. General Indemnity. Consultant agrees to indemnify, defend, and hold EKPC, its officers,
directors, agents, and employees (an “Indemnitee”) harmless from and against any and all liabilities,
damages, losses, expenses, claims, demands, suits, fines, or judgments (collectively “Claims”), including
reasonable attorneys' fees, costs, and expenses incidental thereto, which may be suffered by, accrued
against, charged to, or recoverable from any EKPC Indemnitee, by reason of any Claim arising out of or
relating to any act, error or omission, or misconduct of Consultant during the performance of this
Agreement.

20 Indemnification Procedures. Promptly after receipt by EKPC of a threat of any action, or a notice
of commencement, or filing of any action against an Indemnitee, EKPC shall give notice thereof to
Consultant, provided that failure to give or delay in such notice shall not relieve Consultant of any liability
it may have to an Indemnitee. EKPC shall not independently defend or respond to any such claim;
provided, however, that EKPC may defend or respond to any such claim, at Consultant's expense, if EKPC
determines that such defense or response is necessary to preclude a default judgment from being entered
against EKPC. Consultant shall have sole control of the defense and of all negotiations for settlement of
such action. At Consultant’s request, EKPC shall cooperate with Consultant in defending or settling any
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such action; provided, however, that Consultant shall reimburse EKPC for all reasonable out-of-pocket
costs incurred by EKPC (including, without limitation, reasonable attorneys’ fees and expenses).

21 Limitation of Liability. NOTWITHSTANDING ANY OTHER PROVISION SET FORTH
HEREIN, NEITHER PARTY SHALL BE LIABLE FOR ANY INDIRECT, SPECIAL, AND/OR
CONSEQUENTIAL DAMAGES, ARISING OUT OF OR IN CONNECTION WITH THIS
AGREEMENT; PROVIDED, HOWEVER, THAT THE FOREGOING EXCULPATION OF LIABILITY
SHALL NOT APPLY WITH RESPECT TO DAMAGES INCURRED AS A RESULT OF THE GROSS
NEGLIGENCE OR WILFUL MISCONDUCT OF A PARTY.

22. Insurance. Consultant shall procure and maintain in full force and effect during the term of this
Agreement, policies of insurance, of the types and in the minimum amounts stated in the attached Exhibit
B. Consultant shall cause the liability it assumed under this Agreement to be specifically insured under the
contractual liability section of the liability insurance policies. The liability policy shall be primary without
right of contribution from any insurance by EKPC. Consultant shall provide EKPC with certificates of
insurance evidencing all of the required coverage.

23. General.

e Relationship between EXPC and Consultant. Consultant represents and warrants that it is an
independent contractor with no authority to bind or to commit EKPC to any agreement of any kind
or to assume any liabilities of any nature in the name of or on behalf of EKPC. Under no
circumstances shall Consultant hold itself out as or be considered an agent, employee, joint
venture, or partner of EKPC. In recognition of Consultant’s status as independent contractor,
EKPC shall carry no Workers’ Compensation insurance or any health or accident insurance to
cover Consultant, if any. EKPC shall not pay any contributions to Social Security, unemployment
insurance, federal or state withholding taxes, any other applicable taxes whether federal, state, or
local, nor provide any other contributions or benefits which might be expected in an employer-
employee relationship.

e  Governing Law. Consultant hereby consents and submits to the jurisdiction and forum of the state
and federal courts in the Commonwealth of Kentucky in all questions and controversies arising
hereunder.

e Compliance with Laws; EKPC Policies and Procedures. Both parties agree to comply with all
applicable federal, state, and local laws, executive orders and regulations issued, where applicable.
Consultant shall comply with EKPC policies and procedures, including but not limited to, those
related to safety where the same are posted, conveyed, or otherwise made available to Consultant.
Without limiting Consultant’s other obligations of indemnification herein, Consultant shall
defend, indemnify, and hold EKPC Indemnitees harmless from and against any and all Claims,
including reasonable expenses suffered by, accrued against, or charged to or recoverable from any
EKPC Indemnitee, on account of the failure of Consultant to perform its obligations imposed
herein.

e Training and Hazards. Consultant shall furnish adequate numbers of trained, qualified, and
experienced personnel and appropriate safety and other equipment in first-class condition, suitable
for performance of the Services. Such personnel shall be skilled and properly trained to perform
the Services and recognize all hazards associated with the Services. Without limiting the
foregoing, Consultant shall participate in any safety orientation or other of EKPC’s familiarization
initiatives related to safety and shall strictly comply with any monitoring initiatives as determined
by EKPC. Consultant shall accept all equipment, structures, and property of EKPC as found and
acknowledges it has inspected the property, has determined the hazards incident to working
thereon or thereabouts, and has adopted suitable precautions and methods for the protection and
safety of its employees and the property. No person performing work for Consultant will perform
any of the Services while under the influence of drugs or alcohol.

e Force Majeure. Neither party shall be liable for delays or any failure to perform under this
Agreement due to causes beyond its reasonable control. Such delays include, but are not limited
to, fire, explosion, flood or other natural catastrophe, governmental legislation, acts, orders, or
regulation, strikes or labor difficulties, to the extent not occasioned by the fault or negligence of
the delayed party. Any such excuse for delay shall last only as long as the event remains beyond
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the reasonable control of the delayed party. However, the delayed party shall use its best efforts to
minimize any such delays. The delayed party must notify the other party promptly upon the
occurrence of any such event, or performance by the delayed party will not be considered excused
hereunder, and inform the other party of its plans to resume performance.

e  Advertising and Publicity. Consultant shall not refer to EKPC directly or indirectly in any
advertisement, news release, or publication without prior written approval from EKPC.

e No Waiver. The failure of a party to require performance by the other party of any provision
herein shall in no way affect that party's right to enforce such provisions or any further breach of
the same.

o Notices. Any notice given pursuant to this Agreement shall be in writing and shall be given by
personal service or by United States certified mail, return receipt requested, postage prepaid to the
addresses indicated herein, or as changed through written notice to the other party. Notice given
by personal service shall be deemed effective on the date it is delivered to the addressee, and
notice mailed shall be deemed effective on the third day following its placement in the mail
addressed to the addressee.

o Entire Agreement. This Agreement and its attached exhibits constitute the entire agreement
between the parties and supersede any and all previous representations, understandings, or
agreements between EKPC and Consultant as to the subject matter hereof. This Agreement may
only be amended by an instrument in writing signed by the parties.

e Cumulative Remedies. All rights and remedies of EKPC herein shall be in addition to all other
rights and remedies available at law or in equity, including specific performance against
Consultant for the enforcement of this Agreement, and temporary and permanent injunctive relief.

24. Equal Employment Opportunity. To the extent applicable, Contractor shall comply with all of the
following provisions, which are incorporated herein by reference: (i) Equal Opportunity
regulations set forth in 41 CFR § 60-1.4(a) and (c), prohibiting employment discrimination against
any employee or applicant because of race, color, religion, sex, or national origin; (ii) Vietnam Era
Veterans Readjustment Assistance Act regulations set forth in 41 CFR § 60-250.4 relating to the
employment and advancement of disabled veterans and Vietnam era veterans; (iii) Rehabilitation
Act regulations set forth in 41 CFR § 60-741.4 relating to the employment and advancement of
qualified disabled employees and applicants for employment; (iv) the clause known as “Utilization
of Small Business Concerns and Small Business Concerns Owned and Controlled by Socially and
Economically Disadvantaged Individuals” set forth in 15 USC § 637(d)(3); and (v) the
subcontracting plan requirement set forth in 15 USC § 637(d).

Executed on the dates set forth below by the undersigned authorized representative(s) of EKPC and
Consultant to be effective as of the Effective Date.

Consultant EKPC

By: By:

Printed Name: Printed Name:
Title: Title:

Date: Date:
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EXHIBIT A-1
Consultant’s Statement of Work

This Exhibit A — Consultant’s Statement of Work dated (“Start Date”) shall be
incorporated in and governed by the terms of that certain Consulting and Services Agreement by and
between EAST KENTUCKY POWER COOPERATIVE, INC. (“EKPC”) and CONSULTANT (the
“Agreement”). Unless expressly provided for herein, in the event of a conflict between the provisions
contained in the Agreement and those contained herein, the provisions contained in the Agreement shall
prevail.

Description of Services:

Actual Customer (where
applicable):

Schedule / Date of
Services:

Work Product to Be
Developed for EKPC (If
Any):

Consultant Rate:

Approved by Consultant: Approved by EKPC:
By Date Project Manager Date
Printed Name Supervisor Date
Title Manager Date
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Consultant’s Insurance Obligation

Consultant shall provide and maintain, and shall require any and all subcontractors to provide and maintain,
with an insurance company authorized to do business in the Commonwealth of Kentucky and otherwise
acceptable to EKPC the following insurance:

a) Workers Compensation and Employer’s Liability Policy: Prior to the start of the Work, Consultant
shall submit evidence of Consultant’s Workers’ Compensation and Employer’s Liability Insurance
Policy, and each such policy shall include:

1) Workers’ Compensation (statutory benefits coverage) Insurance in accordance with the laws of the
Commonwealth of Kentucky

2) Employer’s Liability with a minimum limit of One Million Dollars ($1,000,000) with respect to
Bodily Injury Each Accident/($1,000,000) Bodily Injury by Disease Each Employee/($1,000,000)
Bodily Injury by Disease Policy Limit.

3) United States Longshoremen and Harbor Workers Act Endorsement (WC 00 01 06); if exposures
warrant.

4) Maritime “Jones Act” Endorsement (WC 00 02 01); if exposures warrant.

5) Federal Employer’s Liability Act Endorsement “FELA” (WC 00 01 04); if exposures warrant.

6) Federal Coal Mine Health and Safety Act Coverage Endorsement (WC 00 01 02); if exposures
warrant.

b) Commercial General Liability Policy: Prior to the start of Work, Consultant shall provide evidence
of Consultant’s Policy providing Commercial General Liability Insurance, with combined single
minimum limit for bodily injury and property damage of One Million Dollars ($1,000,000) each
Occurrence/Two Million Dollars ($2,000,000) General Aggregate and the following coverages:

1) Coverage for premises and operations, including Work let or sublet.

2) No exclusion of coverage for Blanket Contractual Liability to the extent covered by the policy
against liability assumed by Contractor under this Contract.

3) No exclusion for Broad Form Property Damage hazard.

4) No exclusion for liability arising out of blasting, collapse, and underground property damage
hazards.

5) Products and Completed Operations Liability Coverage with a Two Million Dollars ($2,000,000)
Aggregate Limit. Said coverage must continue in force for a minimum of two (2) years from the
Acceptance of Work.

6) Personal and Advertising Injury Liability coverage with a One Million Dollar ($1,000,000) Limit
and Contractual Liability Exclusion (#5) eliminated.

7) Said policy shall name EKPC as an Additional Insured to the extent necessary to fulfill
Consultant’s indemnity obligations under this agreement, with Consultant’s policy deemed to be
primary.

8) Said policy shall be endorsed to provide that the underwriter(s) have waived their Rights of
Recovery Against Others (subrogation) against EKPC and EKPC’s insurance carrier(s).

9) Coverage shall be amended to provide for Aggregate Limit of Liability at each project or jobsite.

10) Should policy contain a deductible clause for bodily injury or property damage liability, said
deductible shall be shown on the Certificate of Insurance, and Consultant’s carrier shall agree to
pay any such claims “first dollar” and then recover the deductible amount from Consultant.

¢) Commercial Automobile Liability Insurance Policy: Prior to the start of Work, Contractor shail
provide evidence of Consultant’s Commercial Automobile Liability Insurance Covering the use of all
owned, non-owned and hired automobiles, with a minimum combined single limit for bodily injury
and property damage of One Million Dollars ($1,000,000) each Accident with respect to Consultant’s
vehicles assigned to or used in performance of Work under this Contract. Said policy shall name
EKPC as an Additional Insured to the extent necessary to fulfill Consultant’s indemnity obligations
under this agreement, with said policy designated to be primary. Said policy shall include an
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endorsement providing that the underwriter(s) have waived their Rights of Recovery Against Others
(subrogation) against EKPC and EKPC’s insurance carrier(s).

Aircraft Public Liability Insurance: If applicable, Consultant shall provide prior to the start of
Work, evidence of Consultant’s Aircraft Public Liability Insurance covering fixed wing and rotorcraft
aircraft whether owned, non-owned, leased, hired or assigned with a combined single minimum limit
for bodily injury an property damage of Five Million Dollars ($5,000,000) including passenger liability
coverage. Said policy shall include an endorsement providing that the underwriter(s) have waived
their rights of subrogation against EKPC and EKPC’s insurance carrier(s).

Marine Liability Insurance: If applicable, Consultant shall provide prior to the start of Work,
evidence of Consultant’s Marine Liability Insurance, including if appropriate Wharfinger’s Liability,
covering the operation of waterborne vessels whether owned, non-owned, leased, hired or assigned
with a combined single minimum limit for bodily injury an property damage of Five Million Dollars
($5,000,000) including passenger liability coverage. Said policy shall include an endorsement
providing that the underwriter(s) have waived their rights of subrogation against EKPC and EKPC’s
insurance carrier(s). Said policy shall name EKPC as an Additional Insured to the extent necessary to
fulfill Consultant’s indemnity obligations under this agreement, with Consultant’s policy deemed to be

primary.

Environmental Impairment (""Pollution”) Liability Insurance: If applicable, consultant shall
provide prior to the start of work, evidence of Consultant’s Environmental Impairment Liability
Insurance covering Contracting operations. Said policy shall extend to Consultant’s use of vehicles as
well as Consultant’s operations and work, and shall provide for monitoring, testing, cleanup and
remediation expenses. Limits of liability shall not be less than $1,000,000 Each Occurrence. Said
policy shall be endorsed to provide Additional Insured status of EKPC and shall be endorsed to
provide Waiver of Subrogation in favor of EKPC.

Umbrella/Excess Liability Insurance: Consultant shall provide prior to start of work evidence of
Consultant’s Umbrella or Excess Liability Insurance providing excess limits of liability over and above
the primary policies outlined in Items (A) Employers Liability, (B) Commercial General Liability, and
(C) Commercial Automobile Liability above, and if applicable Item (F) Environmental Impairment
(“Pollution™) Liability Insurance. Said policy shall provide in the minimum Five Million Dollars
($2,000,000) Each Occurrence and, Five Million Dollars ($2,000,000) in the Aggregate. Said policy
shall be “follow-form” to the extent of coverage provisions in the primary forms (A) (B) (C) and (E)
with regards to coverage terms and policy provisions. Said coverage must continue in force for a
minimum of two (2) years from the Acceptance of Work by EKPC.

Professional/Errors and Omissions Liability Insurance: If applicable, Consultant shall provide
prior to the start of work, evidence of Consultant’s Professional Liability Insurance insuring Consultant
and any other firms or persons under Consultant’s direction, professional acts, errors, omissions in
planning, operation, design, and completion of the contracted work. Said insurance will have as
minimum limits of liability $500,000 Each Occurrence and $1,000,000 Aggregate. Should policy
contain a deductible clause, said deductible shall be shown on the Certificate of Insurance, and
Consultant’s carrier shall agree to pay any such claims “first dollar” and then recover the deductible
amount from Consultant.

Quality of Insurance Coverage

The above policies to be provided by Consultant shall be written by companies satisfactory to EKPC or
having a Best Rating of not less than A- (“Excellent”). These policies shall not be materially changed or
cancelled except with thirty (30) days written notice to EKPC from the Consuiltant and the Insurance
Carrier. Evidence of coverage, notification of cancellation or other changes shall be mailed to:

ATTN: Manager, Business Insurance
East Kentucky Power Cooperative, Inc.
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Implication of Insurance

EKPC shall not be obligated to review any of Consultant’s Certificates of Insurance, insurance policies, or
endorsements, or to advise Consultant of any deficiencies in such documents. Minimum limits and
coverages required under this Article should not be construed to necessarily be adequate for Consultant’s
own insurance and risk management needs. Any receipts of such documents or their review by EKPC
shall not relieve Consultant from or be deemed a waiver of EKPC’s rights to insist on strict fulfillment of
Consultant’s obligations under the Contract.

Certificates of Insurance

EKPC reserves the right to request and receive a summary of coverage of any of the above policies or
endorsements.

Other Notices

Consultant shall provide notice of any accidents or claims at the Work site to EKPC’s Manager, Business
Insurance at the above address, and EKPC’s site authorized representative.
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From: Isaac Scott [isaac.scott@ekpc.coop]
Sent: Tuesday, December 22, 2009 10:32 AM
lo: Bobby Sexion (E-mail); Dan Brewer; Paul Embs (E-mail); Ted Hampton (E-mail); Bill Prather,

cperry@fme.coop; carol.fraley@graysonrecc.com; Jim Jacobus; Don Schaefer; Kerry Howard
(E-mail); Mickey Miller; Mark Stallons; larryh@srelectric.com; debbiem; Allen Anderson; Barry
Myers (E-mail)

Cc: jimadkins25@aol.com; Tony Campbell;, Jim Lamb; Brenda Eames; Howard Nguyen
Subject: RFP Responses - Rate Design Feasibility Study
Importance: High

Ladies and Gentlemen:

EKPC has received 6 response proposals to the Rate Design Feasibility Study RFP issued on
November 16, 2009. Electronic copies of those proposals are being forwarded to you on a CD ROM via
regular mail. The CDs should go into the mail today (December 22, 2009). The files on the CD are grouped
by respondent as follows:

Burns & McDonnell (B&M) Black & Veatch (B&YV) C. H. Guernsey (GUER)
Power Supply Engineering (PSE)  Prime Group (Prime) Shaw Group (Shaw)

While | am sure you are aware of the sensitive nature of any bid proposal, | thought it best to review a
few things. EKPC has utilized its Supply Chain Management procedure to process this RFP. The responses
from the various vendors are Confidential. They should not be widely distributed within your organization;
distribution should be limited to the smallest number of individuals possible. EKPC has retained Jim Adkins to
assist us with this project, and he will be provided copies of the bid proposals, so you do not need to pass
along the proposals to him. If during your review of the proposals questions arise, please do not contact the
vendor — send those questions to me and they will be forwarded to the vendors using the Supply Chain
Management procedures. In the unlikely event a vendor contacts you, please do not discuss the proposals
with the vendor, but direct him/her to contact Brenda Eames, EKPC Senior Sourcing Agent at 859-745-9766 or
brenda.eames@ekpc.coop. This will ensure that all suppliers are being provided the same information
towards a fair and ethical process.

We have developed a checklist on an Excel spreadsheet that will be used internally to organize the
evaluation of the proposals. That spreadsheet is included on the CD, and you are welcome to use it if it will
help in your review of the proposals. If you have any questions, please contact me.

EKPC welcomes your comments and observations on these proposals, which in order to stay on the
timeline included in the RFP are needed from you by the close of business on January 6, 2010. We just
stress that you recognize the sensitive and confidential nature of the proposals and encourage you to take all
necessary precautions to maintain the confidential nature of the information provided by the vendors. Thank
you.

Isaac S. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P. O.Box 707

Winchester, Kentucky 40392-0707
859.745.9243

isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]
Sent: Tuesday, January 12, 2010 1:20 PM
fo: Bobby Sexton (E-mail); Dan Brewer; Paul Embs (E-mail); Ted Hampton (E-mail); Bill Prather;

cperry@fime.coop; carol.fraley@graysonrecc.com; Jim Jacobus; Don Schaefer; Kerry Howard
(E-mait); Mickey Miller; Mark Stallons; larryh@srelectric.com; debbiem; Allen Anderson; Barry
Myers (E-mail)

Cc: jimadkins25@aol.com; Tony Campbell; Jim Lamb; Brenda Eames; Ann Wood

Subject: Rate Design Feasibility Study

Ladies and Gentlemen:

The time for reviewing and evaluating the response proposals to the Rate Design Feasibility Study RFP
is nearly completed. While no final decision has been made as to the successful bidder, EKPC'’s internal
analysis has narrowed the possibilities down to two proposals. Those proposals are the ones submitted by C.
H. Guernsey and Power Supply Engineering. EKPC seeks and welcomes any comments or observations
you may have on these two proposals. However, in order to stay on the timeline included in the RFP, any
comments or observations need to be submitted by the close of business tomorrow, January 13, 2010.

Please remember that the proposals are Confidential and the proposals should not be widely
distributed within your organization. Thank you.

Isaac §. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road

P. O. Box 707

Winchester, Kentucky 40392-0707
359.745.9243

isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]

Sent: Friday, January 22, 2010 4:12 PM

To: Bobby Sexton (E-mail); Dan Brewer; Paul Embs (E-mail); Ted Hampton (E-mail); Bill Prather;
cperry@fme.coop; carol.fraley@graysonrecc.com; Jim Jacobus; Don Schaefer; Kerry Howard
(E-mail); Mickey Miller; Mark Stallons; larryh@srelectric.com; debbiem; Allen Anderson; Barry
Myers (E-mait)

Cc: jimadkins25@aol.com; Tony Campbell; Jim Lamb; Brenda Eames; Ann Wood

Subject: Rate Design Feasibility Study - Vendor Selected

Ladies and Gentlemen,

| just wanted to pass along the news that EKPC is finalizing the paperwork with Power System
Engineering, Inc. to perform the Rate Design Feasibility Study. I'm sure we will be in touch in the near future
to set up meetings and arrange correspondence to get the Study going. Thank you for your comments and
input in the selection process.

Isaac §. Scott
Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road
P. 0. Box 707

Winchester, Kentucky 40392-0707

859.745.9243
isaac.scott@ekpc.coop




ltem No 16

\J Rebecca Witt Page 48 of 449
From: isaac Scott [isaac.scott@ekpc.coop]
3ent: Wednesday, February 03, 2010 8:18 AM
To: Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; Dan

Brewer; Donald Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David Duvall; Holly Eades
(E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail); bprather@farmersrecc.com; Wayne
Davis; Jerry Carter; cperry@fme.coop; jhazelrigg@fme.coop; Mary Beth Nance;
carol.fraley@graysonrecc.com; Don Combs; kim.bush@graysonrecc.com; Jim Jacobus;
Vickie Lay (E-mail); Sheree Gilliam; Don Schaefer; Sharon Carson;
rodneychrisman@jacksonenergy.com; Kerry Howard (E-mail); Sandra Bradley (E-mail);
maudie@lvrecc.com; Mickey Miller; O. V. Sparks; rryan@nolinrecc.com; Mark Stallons;
Rebecca Witt; Mike Cobb; larryh@srelectric.com; Nicky Rapier; J. Edward Boone (E-mail);
randyb@srelectric.com; debbiem; gay; denise@shelbyenergy.com; Allen Anderson; Stephen
Johnson; Ruby Patterson; Barry Myers (E-mail); John Patterson; abeard@tcrecc.com

Cc: Tony Campbell; Jim Lamb; Stacy Barker; John Twitchell; David Smart; Craig Johnson; Denver
York; jimadkins25@aol.com

Subject: Kick-Off Meeting with Power System Engineering

Importance: High

Ladies and Gentlemen:

EKPC has selected Power System Engineering, Inc. of Minneapolis, MN to conduct the Rate Design Feasibility
Study. We have had preliminary discussions with Power System and they are eager to get started on the
project.

Power System representatives will be at EKPC’s headquarters on February 9™ and 10" to hold kick-off
meetings. After the Board Meeting is adjourned on February 9", Power System will be meeting with EKPC
staff. Anyone already here for the Board Meeting is welcome to stay and be part of that meeting. On
February 10" we will have a kick-off meeting between Power System and the Member Cooperatives. The
meeting will be held in the East Veech/Employee Lounge area. The meeting will start at 9:00 a.m. and should
be finished by 2:00 p.m. Lunch will be provided.

The February 10" meeting will be a chance for Power System and the Member Cooperatives to meet and have
an opportunity to share interests and concerns relating to rate design. There will probably be some discussion
of the work plan and Power System’s plans on moving forward.

So we can properly plan for lunch, please let me know by the end of the day on Monday, February 8" how
many will be attending the meeting on February 10" from your Cooperative.

Power System stressed in its bid proposal that it wanted to work with all of the Member Cooperatives and they
plan on visiting each Member Cooperative to get a good understanding of your rate design needs and issues.
They would also like to have a point of contact at each Member Cooperative. Please give consideration
between now and next Wednesday of who at your Cooperative you would like to designate as the point of
contact. You might want to give consideration also to naming a back-up or alternate person as well. We would
like to get the names of your point of contact person when we meet next Wednesday.

EKPC is also planning on holding a conference call with the Member Cooperatives tomorrow afternoon
(February 4" to talk about the Rate Design Feasibility Study and the role of Power System. Details on this call
will be sent later.

If you have any questions, please feel free to contact me. Thank you.

Isaac S. Scott
Manager - Pricing


mailto:abeard@tcrecc.com
mailto:jimadkins25@aol.com
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P. O. Box 707

Winchester, Kentucky 40392-0707
359.745.9243
isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]
‘ent: Wednesday, February 03, 2010 12:10 PM
To: Rebecca Witt
Cc: Mark Stallons; Mike Cobb
Subject: RE: Kick-Off Meeting with Power System Engineering

Thank you for the response.

Isaac S. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P. O. Box 707

Winchester, Kentucky 40392-0707
859.745.9243

isaac.scott@ekpc.coop

From: Rebecca Witt [mailto:rwitt@owenelectric.com]

Sent: Wednesday, February 03, 2010 10:57 AM

To: Isaac Scott

Cc: Mark Stallons; Mike Cobb

Subject: RE: Kick-Off Meeting with Power System Engineering

Isaac,
Mark Stallons, Mike Cobb and Becky Witt will be attending for Owen.

Thanks,
Becky

From: Isaac Scott [mailto;isaac.scott@ekpc.coop]

Sent: Wednesday, February 03, 2010 8:18 AM

To: Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; Dan Brewer; Donald
Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David Duvall; Holly Eades (E-mail); Ted Hampton (E-mail);
Robert Tolliver (E-mail); bprather@farmersrecc.com; Wayne Davis; Jerry Carter; cperry@fme.coop;
jhazelrigg@fme.coop; Mary Beth Nance; carol.fraley@graysonrecc.com; Don Combs;
kim.bush@graysonrecc.com; Jim Jacobus; Vickie Lay (E-mail); Sheree Gilliam; Don Schaefer; Sharon Carson;
rodneychrisman@jacksonenergy.com; Kerry Howard (E-mail); Sandra Bradley (E-mail); maudie@Ilvrecc.com;
Mickey Miller; O. V. Sparks; rryan@nolinrecc.com; Mark Stallons; Rebecca Witt; Mike Cobb;
larryh@srelectric.com; Nicky Rapier; J. Edward Boone (E-mail); randyb@srelectric.com; debbiem; gay;
denise@shelbyeneragy.com; Allen Anderson; Stephen Johnson; Ruby Patterson; Barry Myers (E-mail); John
Patterson; abeard@tcrecc.com

Cc: Tony Campbell; Jim Lamb; Stacy Barker; John Twitchell; David Smart; Craig Johnson; Denver York;
jimadkins25@aol.com

Subject: Kick-Off Meeting with Power System Engineering

Importance: High

Ladies and Gentlemen:

EKPC has selected Power System Engineering, Inc. of Minneapolis, MN to conduct the Rate Design
Feasibility Study. We have had preliminary discussions with Power System and they are eager to get
started on the project.
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Power System representatives will be at EKPC’s headquarters on February 9" and 10" to hold kick-off
meetings. After the Board Meeting is adjourned on February 9", Power System will be meeting with
EKPC staff. Anyone already here for the Board Meeting is welcome to stay and be part of that
meeting. On February 10" we will have a kick-off meeting between Power System and the Member
Cooperatives. The meeting will be held in the East Veech/Employee Lounge area. The meeting will
start at 9:00 a.m. and should be finished by 2:00 p.m. Lunch will be provided.

The February 10" meeting will be a chance for Power System and the Member Cooperatives to meet
and have an opportunity to share interests and concerns relating to rate design. There will probably be
some discussion of the work plan and Power System’s plans on moving forward.

So we can properly plan for lunch, please let me know by the end of the day on Monday, February 8"
how many will be attending the meeting on February 10" from your Cooperative.

Power System stressed in its bid proposal that it wanted to work with all of the Member Cooperatives
and they plan on visiting each Member Cooperative to get a good understanding of your rate design
needs and issues. They would also like to have a point of contact at each Member Cooperative.

Please give consideration between now and next Wednesday of who at your Cooperative you would
like to designate as the point of contact. You might want to give consideration also to naming a back-
up or alternate person as well. We would like to get the names of your point of contact person when we
meet next Wednesday.

EKPC is also planning on holding a conference call with the Member Cooperatives tomorrow afternoon
(February 4™) to talk about the Rate Design Feasibility Study and the role of Power System. Details on
this call will be sent iater.

If you have any questions, please feel free to contact me. Thank you.

Isaac §. Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P. 0. Box 707

Winchester, Kentucky 40392-0707
859.745.9243

isaac.scott@ekpc.coop
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From:
Sent:
To:

Cc:

Subject:

Ladies and Gentlemen:

Isaac Scott [isaac.scott@ekpc.coop]

Thursday, February 04, 2010 8:16 AM

Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; Dan
Brewer; Donald Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David Duvall; Holly Eades
(E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail); bprather@farmersrecc.com; Wayne
Davis; Jerry Carter; cperry@fme.coop; jhazelrigg@fme.coop; Mary Beth Nance;
carol.fraley@graysonrecc.com; Don Combs; kim.bush@graysonrecc.com; Jim Jacobus;
Vickie Lay (E-mail); Sheree Gilliam; Don Schaefer; Sharon Carson;
rodneychrisman@jacksonenergy.com; Kerry Howard (E-mail); Sandra Bradley (E-mail);
maudie@Ivrecc.com; Mickey Miller; O. V. Sparks, rryan@nolinrecc.com; Mark Stallons;
Rebecca Witt; Mike Cobb; larryh@srelectric.com; Nicky Rapier; J. Edward Boone (E-mail);
randyb@srelectric.com; debbiem; gay; denise@shelbyenergy.com; Allen Anderson; Stephen
Johnson; Ruby Patterson; Barry Myers (E-mail); John Patterson; abeard@tcrecc.com; Carol
Wright

Tony Campbeli; Jim Lamb; Stacy Barker; John Twitchell; Craig Johnson; Denver York;
jimadkins25@aol.com; forward to davismart at FTB; Wanda Kirby

Conference Call - Kick-Off Meeting with Power System Engineering

As | noted in Wednesday’s e-mail, EKPC wants to have a conference call this afternoon to talk about the Rate
Design Feasibility Study and Power System Engineering. We now have the details for that call.

Date: February 4, 2010
Time: 3:.00 p.m. EST
Phone Number: 1-877-597-2663
Conference ID Number: 5880520

We don’t expect this to be a long call, but important in keeping everyone informed about this Study. We are
looking forward to talking with you this afternoon.

Isaac §. Scott
Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road
P. O. Box 707

Winchester, Kentucky 40392-0707

859.745.9243
isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]
ent: Monday, February 08, 2010 2:57 PM
To: Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; Dan

Brewer; Donald Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David Duvall; Holly Eades
(E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail); bprather@farmersrecc.com; Wayne
Davis; Jerry Carter; cperry@fme.coop; jhazelrigg@fme.coop; Mary Beth Nance;
carol.fraley@graysonrecc.com; Don Combs; kim.bush@graysonrecc.com; Jim Jacobus;
Vickie Lay (E-mail); Sheree Gilliam; Don Schaefer; Sharon Carson;
rodneychrisman@jacksonenergy.com; Kerry Howard (E-mail); Sandra Bradley (E-mail);
maudie@lvrecc.com; Mickey Miller; O. V. Sparks; rryan@nolinrecc.com; Mark Stallons;
Rebecca Witt; Mike Cobb; larryh@srelectric.com; Nicky Rapier; J. Edward Boone (E-mail);
randyb@srelectric.com; debbiem; gay; denise@shelbyenergy.com; Allen Anderson; Stephen
Johnson; Ruby Patterson; Barry Myers (E-mail); John Patterson; abeard@itcrecc.com; Mark
Keene; Carol Wright

Cc: Tony Campbell; Jim Lamb; Stacy Barker; John Twitchell; Craig Johnson; Denver York;
jimadkins25@aol.com; forward to davismart at FTB

Subject: RE: Kick-Off Meeting with Power System Engineering

Importance: High

Ladies and Gentlemen:

By now, I'm sure you all have seen the weather forecast for tomorrow for the state. | have been in
contact with Power System, and the consultants are en route. We do not know when they will be arriving here
Tuesday, so that session may or may not happen. At this time, we are still planning on holding the session on
Wednesday here at headquarters. Depending on conditions, we may start a little later than 9:00 a.m. and
adjust off of the lunch hour.

I know these situations play havoc with your schedules, and | appreciate your patience. In the event
we have to cancel, | will make sure you get an e-mail message and phone call. Thank you.

Isaac . Scott

Manager - Pricing

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P.O.Box 707

Winchester, Kentucky 40392-0707
859.745.9243

isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]

3ent: Tuesday, February 09, 2010 10:50 AM

To: Isaac Scott; Bobby Sexton (E-mail); destepp@bigsandyrecc.com,;
badavis@bigsandyrecc.com; Dan Brewer; Donald Smothers; Cathryn W. Gibson; Paul Embs
(E-mail); David Duvall; Holly Eades (E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail),
bprather@farmersrecc.com; Wayne Davis; Jerry Carter; cperry@fme.coop;
jhazelrigg@fme.coop; Mary Beth Nance; carol.fraley@graysonrecc.com; Don Combs;
kim.bush@graysonrecc.com; Jim Jacobus; Vickie Lay {(E-mail); Sheree Gilliam; Don
Schaefer; Sharon Carson; rodneychrisman@jacksonenergy.com; Kerry Howard (E-mail);
Sandra Bradley (E-mail); maudie@Ivrecc.com; Mickey Miller; O. V. Sparks;
rryan@nolinrecc.com; Mark Stallons; Rebecca Witt; Mike Cobb; larryh@srelectric.com; Nicky
Rapier; J. Edward Boone (E-mail); randyb@srelectric.com; debbiem; gay;
denise@shelbyenergy.com; Allen Anderson; Stephen Johnson; Ruby Patterson; Barry Myers
(E-mail); John Patterson; abeard@tcrecc.com; Mark Keene; Carol Wright

Cc: Tony Campbell; Jim Lamb; Stacy Barker; John Twitchell, Craig Johnson; Denver York;
jimadkins25@aol.com; forward to davismart at FTB

Subject: Kick-Off Meeting - CANCELLED

Importance: High

Ladies and Gentlemen:

Given the weather forecast for tonight and tomorrow, it is not reasonable to try and go ahead with the
Kick-Off Meeting we were planning with Power System tomorrow at EKPC headquarters. So our meeting
scheduled for Wednesday, February 10" is cancelled. We will try and reschedule at a later date or make
some other arrangements for a kick-off with the Members. | realize several of you were juggling schedules to
make this work, and | appreciate that effort. 1 will let you know when we have other arrangements made.

Thank you.

Isaac §. Scott
Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road
P. O. Box 707

Winchester, Kentucky 40392-0707

859.745.9243
isaac.scott@ekpc.coop
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From: Isaac Scott [isaac.scott@ekpc.coop]
Sent: Wednesday, February 10, 2010 1:46 PM
To: Bobby Sexton (E-mail); destepp@bigsandyrecc.com; badavis@bigsandyrecc.com; Dan

Brewer (E-mail); Donald Smothers; Cathryn W. Gibson; Paul Embs (E-mail); David Duvall
Holly Eades (E-mail); Ted Hampton (E-mail); Robert Tolliver (E-mail);
bprather@farmersrecc.com; Wayne Davis; Jerry Carter; cperry@fme.coop;
jhazelrigg@fme.coop; Mary Beth Nance, carol.fraley@graysonrecc.com; Don Combs;
kim.bush@graysonrecc.com; Jim Jacobus; Vickie Lay (E-mail); Sheree Gilliam; Don
Schaefer; Sharon Carson; Carol Wright; Mark Keene; rodneychrisman@jacksonenergy.com;
Kerry Howard (E-mail); Sandra Bradley (E-mail); maudie@ivrecc.com; Mickey Miller; O. V.
Sparks; rryan@nolinrecc.com; Cheryl Thomas; Mark Stallons; Rebecca Witt, Mike Cobb;
larryh@srelectric.com; Nicky Rapier; J. Edward Boone (E-mail); randyb@srelectric.com;
debbiem; gay; denise@shelbyenergy.com; Allen Anderson; Stephen Johnson; Ruby
Patterson; Amy Acton; Barry Myers (E-mail); John Patterson; abeard@tcrecc.com

Cc: jimadkins25@aol.com; Jim Lamb; Macke, Rich; Dennis Eicher

Subject: Rate Design Feasibility Study - Member Cooperatives

Ladies and Gentlemen,

EKPC staff met with Dennis Eicher and Rich Macke of Power System Engineering (PSE) yesterday
(February 9™ and discussed getting started on the Rate Study. PSE has been gathering publicly available
information to get an understanding of EKPC and the Member Cooperatives. EKPC received its first request
for information for the wholesale cost-of-service study from PSE on February 3 and we plan on finishing
responses by the end of today.

PSE is working to keep this project on schedule and is ready to start gathering information from each of
you. Rich Macke will be in contact with each of you within the next day or so and among the items he will be
covering:

¢ Identifying the person or persons at the Member Cooperative who will be the point of contact
for PSE.

e  Getting out the first request for information that will be part of the cost-of-service study PSE will
perform for each Member Cooperative. Rich will be describing how your responses will be
transmitted to PSE.

e Scheduling meetings between each Member Cooperative and the PSE team. PSE wants to
meet with each of you to gain an understanding of your particular situation and your concerns
and issues as it relates to rate design. PSE will be scheduling these meetings with you, and
would like to complete these meetings by March 12, 2010. PSE personnel involved with these
on-site meetings will be Rich Macke, Jeff Laslie, and Brian Burandt.

We also want to announce we have rescheduled the group meeting with PSE originally scheduled for
today. That meeting will be held on March 12, 2010, beginning at 10:00 a.m. at EKPC'’s headquarters. We will
get more details out in the coming weeks, but we wanted to get this out to you as soon as possible so you
could get it on your calendars.

While PSE wants to stay on schedule with this project, they have also acknowledged that they realize
the Member Cooperatives have their usual work to do as well. We appreciate your willingness to participate in
this project and provide information to PSE as promptly as possible. If you have any questions, please feel
free to contact either Jim Adkins or myself. Thank you for patience and we look forward to seeing you all here
on March 12"

Isaac S. Scott


mailto:abeard@tcrecc.com

Manager - Pricing

East Kentucky Power Cooperative, Inc.

4775 Lexington Road

P. 0. Box 707

winchester, Kentucky 40392-0707
859.745.9243
isaac.scott@ekpc.coop
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From: Laslie, Jeffrey [lasliej@powersystem.org]
Jent: Wednesday, February 10, 2010 4:14 PM
To: Mark Stallons
Cc: macker@powersystem.org
Subject: FW: Rate and Cost of Service Study Data Request
Attachments: RS-6.xiIsx; RS-5.xlsx; RS-4.xlsx; RS-3.xlsx; RS-1.xlsx; JCL-Stallons-2-10-10.pdf

Dear Mr. Stallons:

I have attached a letter with attachments outlining the initial list of data needed to complete the Rate and Cost of
Service Study. Please advise if you have any questions or concerns.

Thank you,

Jeff Laslie

Power System Engineering, Inc.
Phone: 317-322-5906

Fax:  317-322-5924

Cell:  317-696-0820
lasliej@powersystem.org

CONFIDENTIALITY NOTICE: This message contains information that may be confidential and privileged. Unless you are the intended recipient, you may not
use, copy or disclose to anyone the message or information contained in this message, including attachments. If you have received this message in error, please

advise the sender by reply e-mail and delete this message.
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Via e-mail

February 10, 2010

Mr. Mark Stallons
President and CEO

Owen Electric Cooperative
P.O. Box 400

Owenton, KY 40359-0400

Subject: Rate and Cost of Service Study Data Request
Dear Mr. Stallons:

We are enclosing a list of data needed for the Rate and Cost of Service Study we will be
conducting for Owen Electric Cooperative (Owen). Also enclosed are various data request
forms. Please note that Item No. 1 is one of the most critical aspects of the data request. In order
to develop the revenue requirements, prepare the cost of service study and evaluate potential rate
design changes, it is essential that we have complete and accurate data regarding the number of
consumers, energy sales, billing demand and revenue under the present rates. It is important that
this information be broken down by rate schedule or code.

Please forward all readily available requested data at your earliest convenience. In terms of
providing the remaining items, please follow the priority ranking. Often the data items with a
low priority are not needed for at least two weeks after the high priority items have been
submitted.

We will follow-up with a phone call next week to see how things are coming along and answer
any questions you might have. In the meantime, if you should have any questions regarding the
data request, please do not hesitate to call me at (317) 322-5906 or Rich Macke at (763) 755-
5122. We look forward to working with you on this project.

Very truly yours,
e
// 2/2// Vi /{‘zdw(u

Jeffrey C. Laslie
Senior Financial Analyst

KY0591018/mmc
cc: Rich Macke, Power System Engineering, Inc.
Enclosure

6919 E. 10™ Street, Suite E-1A, Indianapolis, IN 46219
Tel: 317.322.5906 - Fax: 317.322.5924 + Web Site: www.powersystem.org
Madison, WI . Minneapolis, MN . Marietta, OH . indianapolis, IN . Sioux Falls, SD


http://www.powersystem.org

OWEN ELECTRIC COOPERATIVE
RATE AND COST OF SERVICE STUDY

DATA REQUEST

TEST YEAR: Actual 2009

ltem No 16
Page 59 of 449

Item

Data Request

Priority

Data Form
Request

Due
Date

Breakdown of sales for each month of 2009 by rate class
(not consumer classifications shown on RUS Form 7)
showing the following:

a. Number of consumers served.

b. Energy sales (kWh).

c. Total monthly billing demand (kW) for large
power type class and/or other demand or load
factor type rate classes.

d. Revenue. Breakdown between the revenue
developed from the rate schedule itself, the Fuel
Adjustment Clause (FAC) and the Environmental
Surcharge Rider.

Please use the provided Excel file RS-1.

Note: We generally find that analyzing this data and
calculating revenue under existing rates can be one of
the most time consuming and costly parts of the study.
The accuracy and completeness of the data that is
provided in response to this request is an important
determinant in the cost, accuracy and overall quality
of our analysis.

High

RS-1

2/16/10

Billing demand and energy usage by customer for each
month of 2009 for each customer served under a large
power type rate and any other rate incorporating a demand
charge.

Please provide this data in Excel format or a format
importable into Excel such as delimited text or fixed with
text. The preferred layout is a simple list or “dump” of
billing records with all relevant fields for the test year
including each demand rate code. If this is not possible,
please use the provided Excel file RS-3.

High

RS-3

2/16/10

Copy of Cooperative’s current retail rate schedules. Also,
provide the monthly FAC by month from January 2009 to
present.

High

2/16/10

Page 1 of 4




OWEN ELECTRIC COOPERATIVE

RATE STUDY
DATA REQUEST
(Continued)
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Jtem

Data Request

Priority

Data Form
Request

Due
Date

Monthly RUS Form 7s or equivalent for each month of
2009 and any available for 2010,

Medium

2/23/10

Annual RUS Form 7s or equivalent (all pages) for 2004
through 2009.

Medium

2/23/10

Information on lighting classes (please use Excel file RS-
4) including:

a. Number of lights by size and type. Breakdown
between metered and unmetered if appropriate.

b. Estimated monthly usage recorded for each size of
unmetered lights.

c. Operation and maintenance expense recorded for
2009 for 1) street lights and 2) security lights.
What account number was used to record this
expense?

d. Estimated plant in service for 1) street lights and 2)
security lights for December 31, 2009. What
account numbers were used to record this
investment?

Medium

RS-4

2/23/10

Operating Budget for 2010. Note that it would be helpful
if the budgeted kWh sales were broken down by rate class
or, in the alternative, consumer classes shown on Form 7,
although that is not necessary.

Medium

2/23/10

List of all loans from RUS, CFC and others. This can be
provided by copying the latest RUS and/or CFC
Statement of Loans.

Low

3/2/10

Copy of the Cooperative’s most current RUS or CFC
financial forecast, if any, in Excel format.

Low

3/2/10

10

Copy of the capital credits policy of the Cooperative
showing:

a. Policy regarding general retirements including
targeted cycle.

b. Policy regarding payment to estates.

c. Methodology used to assign capital credits at the
end of the year to the accounts of individual
customers. If the total amount is prorated to each
customer on the basis of sales (revenue), is an
adjustment made to take purchased power out prior
to the allocation?

Low

3/2/10
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OWEN ELECTRIC COOPERATIVE

RATE STUDY
DATA REQUEST
(Continued)
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Item

Data Request

Priority

Data Form
Request

Due
Date

11

Plant and Accumulated Reserves for Depreciation account
balances in accordance with the Uniform System of
Accounts for December 31, 2009 (i.e., plant investments
in Accts. 361, 364, 365, etc.). The attached file RS-5 has
been included to assist in providing this information.

Low

RS-5

3/2/10

12

Statement of income and expense accounts in accordance
with the Uniform System of Accounts for the period
January 1 to December 31, 2009 (i.e., expense in Accts.
580, 583, 920, etc.). The attached file RS-5 has been
included to assist in providing this information.

Low

RS-5

3/2/10

13

Data on any major adjustments in revenue or kWh sales
due to meter reading errors, etc., made during the last
year.

Low

3/2/10

14

List of the total number of service transformers installed
on the system summarized by kVA capacity. Please use
attached Excel file RS-6 or equivalent. If this data is not
readily available, please let us know.

Low

RS-6

3/2/10

15

Tabulation of miles of VO and 30 primary line broken
down by conductor size and type. This can usually be
obtained relatively easily from the model of your
distribution system maintained by your engineer. Please
use the attached Excel File RS-6 or equivalent.

Low

RS-6

3/2/10

16

Please answer the following concerning the Cooperative’s
metering capabilities:

a. Does the Cooperative have Automatic Meter
Reading (AMR) or Advanced Metering
Infrastructure (AMI)? If yes, please briefly
describe.

Low

3/2/10

17

Please provide any equity management plan/policy goal in
place at the Cooperative, such as TIER, equity ratio, etc.

Low

3/2/10
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OWEN ELECTRIC COOPERATIVE

RATE STUDY
DATA REQUEST
(Contin