Cumberland Valley Electric

A Touchsione Enesgy Cooperati - ;d‘ s

June 20, 2014

Mr. Jeff Derouen
Executive Director
Kentucky Public Service Commission

211 Sower Boulevard RECEIVED

P.O. Box 615

Frankfort, Kentucky 40602-0615 JUN 23 2014
PUBLIC SERVICE
RE: Case No.2014-00159 COMMISSION

Dear Mr. Derouen:

Enclosed for filing with the Commission an original of the Application of Cumberland
Valley Electric, Inc. for adjustment of rates and all corresponding material related to the
application.

The documents filed electronically for this case are a true representation of the original
provided. The documents filed are as follows:

Cover Letter: CVE_Readlst_062014.pdf
Application: CVE_App Rates 062014.pdf

In accordance with 807 KAR 5:001, Section 8(3)(b), attached to the top of this paper
submission is a copy of confirmation of transmission and receipt of the electronic submission.
Cumberland Valley’s email address for PSC correspondence is psc@cumberlandvalley.coop.

Should you have any question or need further information, please let me know.

spectfully Submitted,

W. Patrick €apiser
P.O. Box 1900
Barbourville, Kentucky 40906

606-546-3811

phauser@barbourville.com

Attorney for Cumberland Valley Electric, Inc.

Enclosures

MAIN OFFICE: DISTRICT OFFICE:
P.O. Box 440 ® Gray, KY 40734 P.O. Box C @ Cumberland, KY 40823
Phone: 606-528-2677 ® Fax: 606-523-2698 Phone:606-589-4421 ® Fax: 606-589-5297
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of Adjustment of Rates )
of Cumberland Valley Electric, Inc ) Case No. 2014-00159

APPLICATION

Cumberland Valley Electric, Inc (herein designated as “Cumberland Valley”) hereby

makes application for an adjustment of rates, as follows:

1. Cumberland Valley informs the commission that it is engaged in the business of
operation of a retail electric distributions system in portions of nine (9) counties in
Kentucky and does hereby propose to adjust rates, effective July 22, 2014 in
conformity with the attached schedule. In this proposed adjustment of rates,
Cumberland Valley is proposing to increase its rates by $1,605,137. [807 KAR
5:0001, Section 14]

2. The name and post office address of the applicant is Cumberland Valley Electric, Inc,
PO Box 440 Gray, KY 40734. Cumberland Valley’s email and web addresses are
psc@cumberlandvalley.coop and www.cumberlandvalley.coop, respectively. [807

KAR 5:001, Section 14(1)].

3. The Articles of Incorporation and all amendments thereto for Cumberland Valley are
as identified in Case No. 7772, Application to Increase Basic Retail Electric Rates,
and Case No. 2005-00187, Application for Adjustment of Rates, are on file with the
Commission [807 KAR 5:001, Section 14(2)].

4. The application is supported by a twelve month historical test period ending December
31, 2013 and includes adjustments for known and measurable changes [807 KAR
5:001, Section 16(1)(a)1].

5. Cumberland Valley states that the reasons the rate adjustment are required pursuant to

807 KAR Section 16(1)(b)1 are as follows:
a. Cumberland Valley’s last filed an increase in rates in Case No. 2005-00187. Since
then, Cumberland Valley has incurred increases in the cost of power, materials,

equipment, labor, taxes, and other fixed and variable costs.



6.

10.

11.

b. The financial condition of Cumberland Valley has deteriorated significantly during
the test year, and continues on this trend.

c. Cumberland Valley had a Times Interest Earned Ratio (“TIER”) of 9.56X [a TIER
of 1.21X excluding G&T capital credits], for the test year ending December 31,
2013 and Operating Times Interest Earned Ratio (“OTIER”) of 0.71. The TIER
was 6.79X for calendar year of 2012 [a TIER of 1.26X excluding G&T capital
credits] and an OTEIR of 0.71 for the same calendar year. Cumberland Valley is
required under its mortgage agreement to maintain both a Net TIER of 1.25 and an
OTIER of 1.10, based on an average of two of the three most current years.

d. Cumberland Valley requests this rate adjustment in order to meet the terms of the
mortgage agreement and to maintain its financial stability and integrity.

The Board of Directors of Cumberland Valley at its meeting on March 13, 2014,
received the current financial condition of Cumberland Valley and the need for a rate
adjustment to maintain the financial stability and integrity of the Cooperative. The
Board of Directors adopted a motion directing the administrative staff and consultants
to proceed with the necessary application and filings with the Public Service
Commission to adjust the rates of Cumberland Valley. A copy of the motion is
attached as Exhibit F.

Cumberland Valley is neither a limited partnership nor a limited liability company
[807 KAR 5:001, Section 14(3) and Section 14(4)].

Cumberland Valley files with this application a Certificate of Good Standing dates
within 60 days of the date of this application and attached as Exhibit A. [807 KAR
5:001, Section 14(2)].

Cumberland Valley does not conduct business under an assumed name [807 KAR
5:001, Section 16(1)(b)2].

The proposed tariff is attached as Exhibit B in a form that complies with 807 KAR
5:011 with an effective date not less than 30 days from the date of this application
[807 KAR 5:001, Section 16(1)(b)3].

The proposed tariff changes, identified in compliance with 807 KAR 5:011, are
shown by providing the present and proposed tariffs in comparative form on the same
sheet, side by side, or on facing sheets, side by side, as Exhibit C [807 KAR 5:001,
Section 16(1)(b)4b].
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13.

14.

15.

16.

17.

18.

19.

20.

Cumberland Valley has given notice to its members of the filing of this application in
accordance with 807 KAR 5:001, Section 17. A copy of the notice is attached as
Exhibit D [807 KAR 5:001, Section 16(1)(b)5]

Cumberland Valley filed with the Commission a written notice of intent to file a rate
application at least 30 days prior to filing this application. The notice of intent stated
the rate application would be supported by a historical test period and was served
upon the Office of the Attorney General (“OAG”), Utility Intervention and Rate
Division is shown as Exhibit E [807 KAR 5:001, Section 16(2) and 807 KAR 5:001,
Section 16(2)(a) and Section 16(2)(c)].

A complete description and qualified explanation for all proposed adjustments with
proper support for any proposed changes in price or activity levels, and any other
factors which may affect the adjustment, including a Revenue Analysis shown as
Exhibit J. [807 KAR 5:001, Section (16)(4)(a)].

The prepared testimony of each witness supporting the application are attached as
Exhibits H [807 KAR 5:001, Section 16(4)(b)].

A statement estimating the effect the new rates will have upon the revenues of
Cumberland Valley, including, at a minimum, the total amount of revenues resulting
from the increase or decrease and the percentage of the increases or decreases and the
percentage of the increase or decrease is shown by Exhibit G [807 KAR 5:001,
Section 16(4)(d)].

The effect upon the average bill for each customer classification to which the
proposed rate change will apply is shown by Exhibits I [807 KAR 5:001, Section
16(4)(e)]-

An analysis of customers’ bills in such detail that revenues from present and proposed
rates can be readily determined for each customer class is shown by Exhibit J [807
KAR 5:001, Section 16(4)(g)]-

A summary of the Cooperative’s determination of its revenue requirements based on
return on net investment rate base, return on capitalization, interest coverage, debt
service coverage or operating ratio, with supporting schedules is shown by Exhibit K
[ 807 KAR 5:001, Section 16(4)(h)].

A reconciliation of the rate base and capital used to determine its revenue

requirements is shown by Exhibit L [807 KAR 5:001, Section 16(4)(1)].



21. A current chart of accounts is shown by Exhibit M [807 KAR 5:001, Section
16(4)®)]-

22. The independent auditor’s report is attached as Exhibit N [807 KAR 5:001, Section
16(4)(k)].

23. The Federal Energy Regulatory Commission or Federal Communications
Commission have not audited Cumberland Valley and no audit reports exist [807
KAR 5:001, Section 16(4)(1)].

24. No Federal Energy Regulatory Commission Form 1 exists for Cumberland Valley
[807 KAR 5:001, Section 16(4)(m)].

25. Cumberland Valley performed a depreciation study and is including the study in
Exhibit 1 [807 KAR 5:001, Section 16(4)(n)].

26. A list of commercially available or in-house developed computer software, programs,
and models used in the development of the schedules and work papers associated
with the filing of this application are attached as Exhibit O [807 KAR 5:001, Section
16(4)(0)]-

27. No stock or bond offerings have been made by Cumberland Valley [807 KAR 5:001,
Section 16(4)(p)].

28. Annual Reports to members for 2013 and 2012 are attached as Exhibit P [807 KAR
5:001, Section 16(4)(q)]-

29. The monthly managerial reports providing financial results of operations for the
twelve (12) months in the test period are attached as Exhibit Q [807 KAR 5:001,
Section 16(4)(r)].

30. No Securities and Exchange Commission Annual Reports exist as to Cumberland
Valley because it is not regulated by that regulated body [807 KAR 5:001, Section
16(4)(s)]-

31. Cumberland Valley had no amounts charged or allocated to it by an affiliate or
general or home office and did not pay monies to an affiliate or general or home
office during the test period or during the previous three (3) calendar years [807 KAR
5:001, Section 16(4)(t)].

32. A cost of service study based on a methodology generally accepted within the electric
industry and based on current and reliable data for the test period is attached as

Exhibit R [807 KAR 5:001, Section 16(4)(w)].



33. Cumberland Valley is not a Local Exchange Carrier or Company as set forth in 807
KAR 5:001, Section 16(4)(v)].

34. A detailed income statement and balance sheet reflecting the impact of all proposed
adjustments is attached as Exhibit S [807 KAR 5:001, Section 16(5)(a)].

35. No “proposed pro forma adjustments reflecting plant additions™ exist or apply to
Cumberland Valley [807 KAR 5:001, Section 16(5)(b) and Section 16(5)(c)].

36. The operating budget for each month of the period encompassing the pro forma
adjustments is attached as Exhibit T [807 KAR 5:001, Section (16)(5)(d)].

37. Additional financial exhibits required by 807 KAR 5:001, Section 16, financial
information covering twelve (12) month historical test period ending December 31,

2013, and other information required to be filed is attached by exhibits, as follows:

Exhibit U By-Laws

Exhibit V Detailed comparative income statement, statement of cash flows and
balance sheet

Exhibit W Schedule showing monthly comparison of balance sheet accounts from
test year to preceding year.

Exhibit X Monthly comparison on income statement accounts from test year to
proceeding year

Exhibit Y Trail Balance at end of test year

Exhibit Z Capital structure

Exhibit 1 Depreciation Study

Exhibit 2 Adjustments for salaries and wages

Exhibit 3 Adjustments for payroll taxes

Exhibit 4 Adjustment for depreciation

Exhibit 5 Adjustment for long term and short term interest

Exhibit 6 Adjustment for Retirement and Security (R&S)

Exhibit 7 Adjustment for postretirement benefits

Exhibit 8 Adjustment for donations

Exhibit 9 Adjustment for professional fees

Exhibit 10  Adjustment for director expenses

Exhibit 11 Adjustment for miscellaneous expenses

Exhibit 12 Adjustment for rate case costs



Exhibit 13
Exhibit 14
Exhibit 15
Exhibit 16
Exhibit 17
Exhibit 18
Exhibit 19
Exhibit 20
Exhibit 21

Adjustment for G&T capital credits
Adjustment for purchase power

Adjustment for normalized revenue
Adjustment for end of year customers
Adjustment for CATV

KAEC Statistical Comparison

Capitalization policies and employee benefits
Equity Management Plan

Union Contract



WHEREFORE, CUMBERLAND VALLEY ELECTRIC applies and requests approval
of the adjustment of rates as set forth in this application and issuance of an order approving and
authorizing the new rates at the earliest possible date.

Dated: June 20, 2014.
Cumberland Valley Electric

<Jeld  Wamos.

Ted Hampton, President/CEO

COUNSEL:

- ick /Attorney for |
Cumberland<alleY Electric

I, Ted Hampton, President/CEQ, state that the statements contained in the foregoing
application are true to the best of my information and belief.

T Ham

Ted Hampton, President/CE
Cumberland Valley Electric

Subscribed and sworn to before me by Ted Hampton as President/CEO of Cumberland
Valley Electric this M\day of June, 2014.

A}

Notary Public, Kentucky State At Large

My Commission Expires: __ ]~ 9 4~|H
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Exhibit A
Page 1 of 1

Commonwealth of Kentucky
Alison Lundergan Grimes, Secretary of State

Alison Lundergan Grimes
Secretary of State
P.0O.Box718 3 3
Frankfort, KY 40602-0718 Certificate of Existence
(502) 564-3490
http://mww.sos.ky.gov

Authentication number: 150317
Visit https://app.sos.ky.gov/ftshow/certvalidate. aspx to authenticate this certificate.

I, Alison Lundergan Grimes, Secretary of State of the Commonwealth of Kentucky,
do hereby certify that according to the records in the Office of the Secretary of State,

CUMBERLAND VALLEY ELECTRIC, INC.

is a corporation duly incorporated and existing under KRS Chapter 14A and KRS
Chapter 272, whose date of incorporation is July 12, 1940 and whose period of duration
is perpetual.

| further certify that all fees and penalties owed to the Secretary of State have been
paid; that Articles of Dissolution have not been filed; and that the most recent annual
report required by KRS 14A.6-010 has been delivered to the Secretary of State.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Official Seal
at Frankfort, Kentucky, this 30" day of April, 2014, in the 222™ year of the
Commonwealth. :

Alison Lundergan Grime
Secretary of State
Commonwealth of Kentucky
150317/0012671
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CUMBERLAND VALLEY ELECTRIC, INC.

FOR ALL AREAS SERVED

PSCKY NO. 4

EIGHTH REVISED SHEET NO. 2
CANCELLING PSCKY NO. 4
SEVENTH REVISED SHEET NO. 2

CLASSIFICATION OF SERVICE

Rates for Residential, Schools and Churches Schedule 1

APPLICABLE
In all territory served by the Seller.

AVAILABILITY
Available to all Residential, Schools and Churches.

TYPE OF SERVICE
Single phase at available voltages.

Customer Charge
ALL KWH

MARKETING RATE:

Available to Consumers eligible for Tariff Schedule 1

$10.70 Per month per customer
$0.08563

{n

The electric power and energy furnished under this section shall be separately metered for each point of delivery.
This retail marketing rate applies only to programs which are expressly approved by the Commission to be offered

under the marketing rate. The current use of this marketing rate is for Electric Thermal Storage Units.

Marketing rate for all KWH per month
$0.05138 per kWh

This rate is only applicable during the below listed OFF-PEAK hours:

MONTHS
OCTOBER thru APRIL

OFF-PEAK HOURS-EPT
12:00 NOON TO 5:00 P.M.
10:00 P.M. TO 7:00 A.M.

MAY thru SEPTEMBER 10:00 p.m. TO 10:00 A.M.
DATE OF ISSUE June 20, 2014
Month / Date / Year
DATE EFFECTIVE July 22,2014
Month / Date / Year
ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION

IN CASE NO.__2014-00159 DATED




CUMBERLAND VALLEY ELECTRIC, INC.

FOR ALL AREAS SERVED
PSCKY NO. 4

SIXTH REVISED SHEET NO. 5
CANCELLING PSCKY NO. 4
FIFTH REVISED SHEET NO. 5

CLASSIFICATION OF SERVICE

Small Commercial and Small Power Schedule Il
APPLICABLE
Entire Territory served.

AVAILABILITY OF SERVICE

Available to all commercial and smail power service under 50 KW.
TYPE OF SERVICE
SINGLE PHASE

ENERGY CHARGE: Customer charge $11.04 per month per customer
First 3,000 KWH $0.09519
Over 3,000 KWH $0.08880

THREE PHASE WHERE AVAILABLE
DEMAND CHARGE: Per KW of billing demand $4.22
ENERGY CHARGE: Customer charge $11.04 per month per customer

First 3,000 KWH $0.09519
Over 3,000 KWH $0.08880

DETERMINATION OF BILLING DEMAND

(1

The billing demand shall be the maximum kilowatt demand established by the Consumer for any period of
15 consecutive minutes during the month for which the bill is rendered, as indicated or recorded by a

demand meter.

MINIMUM CHARGE

The minimum monthly charge under the above rate shall be $5.00 where 5 KVA or less transformer
capacity is required. Each customer who requires more than 5 KVA of transformer capacity shali pay in
addition to the above minimum, .75 on each additional KVA or fraction thereof required.

DATE OF ISSUE June 20, 2014

Month / Date / Year
DATE EFFECTIVE July 22, 2014

Month / Date / Year
ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO. 2014-00159 DATED



FOR ALL AREAS SERVED

PSCKYNO. 4

SIXTH REVISED SHEET NO. 7

CANCELLING PSCKY NO. 4

CUMBERLAND VALLEY ELECTRIC, INC. FIFTH REVISED SHEET NO. 7

CLASSIFICATION OF SERVICE

All Three Phase Schools and Churches Schedule il
APPLICABLE

In all territory served by the Seller.,
AVAILABILITY

Available to all public or non-profit private schoois and churches whose total energy requirement,
including but not limited to heating, air conditioning, lighting and water heating is supplied by electricity
furnished by the Cooperative.

CHARACTER OF SERVICE

The electric service furnished under this rate schedule will be 60 cycle, alternating current, three phase
service, present facilities permitting and at the following nominal voltages: Three phase, 120/240,
120/208Y, 240/480, 277/480Y volts.

rel
p-3
=
m

|

Customer charge $40.00 per month per customer (N)
All KWH $0.07915

MINIMUM CHARGE

The minimum annual charge will be not less than $0.75 per KVA of required transformer capacity as
determined by the Cooperative.

TERM OF CONTRACT

Service under this rate schedule will be furnished under an “Agreement for Purchase of Power”.

DATE OF ISSUE June 20, 2014
Month / Date / Year
DATE EFFECTIVE July 22,2014

Month / Date / Year

ISSUED BY.

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO. 2014-00159 DATED




FOR ALL AREAS SERVED

PSCKYNO. 4

SIXTH REVISED SHEET NO. 9

CANCELLING PSCKY NO. 4

CUMBERLAND VALLEY ELECTRIC, INC. FIFTH REVISED SHEET NO. 9

CLASSIFICATION OF SERVICE

Large Power —Industrial Schedule IV
APPLICABLE

In all territory served by the Seller.
AVAILABILITY

Available to all commercial and industrial consumers whose kilowatt demand shall exceed 2500 KW for
lighting and/or heating and/or power.

CONDITIONS

An “Agreement for Purchase of Power” shall be executed by the consumer for service under this
schedule.

CHARACTER OF SERVICE

The electric service furnished under this Schedule will be 60 cycle alternating current and at available
nominal voltage.

RATE

DEMAND CHARGE: Per KW of billing demand $6.55

CUSTOMER CHARGE: $50.00 per month per customer (N)
ENERGY CHARGE:
All KWH $0.05151 (1

DETERMINATION OF BILLING DEMAND

The billing demand shall be the maximum kilowatt demand established by the consumer for a period of
fifteen consecutive minutes during the month for which the biil is rendered, as indicated or recorded by a
demand meter and adjusted for power factor as provided below.

DATE OF ISSUE June 20, 2014

Month / Date / Year
DATE EFFECTIVE July 22,2014

Month / Date / Year
ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO. 2014-00159 DATED




FOR ALL AREAS SERVED

PSCKY NO. 4

SIXTH REVISED SHEET NO. 12

CANCELLING PSCKY NO. 4

CUMBERLAND VALLEY ELECTRIC, INC. FIFTH REVISED SHEET NO. 12

CLASSIFICATION OF SERVICE

Large Power Rate — 50 KW to 2,500 KW. Schedule IV-A
APPLICABLE

In all territory served by the Seller.
AVAILABILITY

Available to all commercial and industrial consumers whose kilowatt demand shall exceed 50 KW for
lighting and/or heating and/or power up to 2,500 KW.

CONDITIONS

An “Agreement for Purchase of Power” shall be executed by the consumer for service under this
Schedule.

CHARACTER OF SERVICE

The electric service furnished under this schedule will be 60 cycle alternating current and at available
nominal voltage.

RATE -
DEMAND CHARGE: Per KW of billing demand $4.32 (1)
CUSTOMER CHARGE: $40.00 per month per customer (N)
ENERGY CHARGE:
All KWH $0.06078

DETERMINATION OF BILLING DEMAND

The billing demand shall be the maximum kilowatt demand established by the consumer for a period of
fifteen consecutive minutes during the month for which the bill is rendered, as indicated or recorded by a
demand meter and adjusted for power factor as provided below.

DATE OF ISSUE June 20, 2014
Month / Date / Year
DATE EFFECTIVE July 22,2014
Month / Date / Year
ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO. 2014-00159 DATED




FOR ALL AREAS SERVED

PSCKY NO. 4

SEVENTH REVISED SHEET NO. 23
CANCELLING PSCKY NO 4

CUMBERLAND VALLEY ELECTRIC, INC. SIXTH REVISED SHEET NO. 23

CLASSIFICATION OF SERVICE

Outdoor Lighting — Security Lights Schedule VI

AVAILABILITY

Available to all consumers of the Cooperative for dusk to dawn outdoor lighting in close proximity to
existing overhead secondary circuits.

RATE PER LIGHT PER MONTH

Mercury Vapor Lamps
1) 175 Watt $ 8.78 Per Lamp Per Month
2) 400 Watt $13.07 Per Lamp Per Month

Other Lamps

1) 100 Watt OPEN BOTTOM $ 8.80 Per Lamp Per Month

2) 100 Watt COLONIAL POST $9.92 Per Lamp Per Month

3) 100 Watt DIRECTIONAL FLOOD $10.67 Per Lamp Per Month

4) 400 Watt DIRECTIONAL FLOOD $16.98 Per Lamp Per Month

5) 400 Watt COBRA HEAD $16.98 Per Lamp Per Month
CONDITIONS OF SERVICE

(1
(n

(1)
(1)
(1
(1)
()

1. The Cooperative shall furnish, install, operate and maintain the outdoor lighting equipment including

lamp, luminaire, bracket attachment and control device on an existing secondary pole.

2. Thelighting equipment shall remain the property of the Cooperative. The Consumer shall protect the

lighting equipment from deliberate damage.

3. The Consumer shall allow authorized representatives of the Cooperative to enter upon the
Consumer’s premises and to trim trees and shrubs as necessary for maintenance of the lighting

equipment and for removal of lighting equipment upon termination of service under this schedule.

DATE OF ISSUE June 20, 2014
Month / Date / Year
DATE EFFECTIVE July 22, 2014
Month / Date / Year
ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO. 2014-00159 DATED



FOR ALL AREAS SERVED

CUMBERLAND VALLEY ELECTRIC, INC. PSCKY NO. 4
6219 HWY 25E FIRST REVISED SHEET NO. 15
GRAY, KENTUCKY 40734 CANCELLING PSCKY NO. 4
WWW.CUMBERLANDVALLEY.COOP ORIGINAL SHEET NO. 15

CLASSIFICATION OF SERVICE

Cable Television Attachment Rate Per Unit Applicability

In all territory served by the company on poles owned and used by the company for their electric plant.
AVAILABILITY

To all qualified CATV operators having the right to receive service

RENTAL CHARGE

The yearly rent charge shall be as follows:

Two-party pole attachment $5.24 )
Three-party pole attachment $3.97 "
Two-party anchor attachment $4.43 {1
Three-party anchor attachment $2.92 (1
Two-party ground attachment $0.21 (R)
Three-party ground attachment $0.13 (R)
DATE OF ISSUE June 20, 2014
Month / Date / Year
DATE EFFECTIVE July 22, 2014
Month / Date / Year
ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO. 2014-00159 DATED
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CUMBERLAND VALLEY ELECTRIC, INC

FOR ALL AREAS SERVED

PSCKYNO. 4

EIGHTH SEVENTH REVISED SHEET NO. 2
CANCELLING PSCKY NO. 4

SEVENTH $h%FH REVISED SHEET NO. 2

CLASSIFICATION OF SERVICE

Rates for Residential, Schools and Churches Schedule 1

APPLICABLE
In all territory served by the Seller.

AVAILABILITY
Available to all Residential, Schools and Churches.

TYPE OF SERVICE
Single phase at available voltages.

Customer Charge
ALL KWH

MARKETING RATE:

Available to Consumers eligible for Tariff Schedule 1

$5-74 $10.70 Per month per customer (n
$0.08563

The electric power and energy furnished under this section shall be separately metered for each point of delivery.
This retail marketing rate applies only to programs which are expressly approved by the Commission to be offered
under the marketing rate. The current use of this marketing rate is for Electric Thermal Storage Units.

Marketing rate for all KWH per month
$0.05138 per kWh

This rate is only applicable during the below listed OFF-PEAK hours:

MONTHS
OCTOBER thru APRIL

MAY thru SEPTEMBER

OFF-PEAK HOURS-EPT
12:00 NOON TO 5:00 P.M.
10:00 P.M. TO 7:00 A.M.
10:00 p.m. TO 10:00 A.M.

DATE OF ISSUE  June 20, 2014 jure-23.2043

Month / Date / Year
DATE EFFECTIVE July 22, 2014 June23-2013

Month / Date / Year

ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION

IN CASE NO. DATED



FOR ALL AREAS SERVED

PSCKYNO. 4

SIXTHRHFH REVISED SHEET NO. 5

CANCELLING PSCKY NO. 4

CUMBERLAND VALLEY ELECTRIC, INC FIFTHFQURTH REVISED SHEET NO. 5

CLASSIFICATION OF SERVICE

Small Commercial and Small Power Schedule II
APPLICABLE
Entire Territory served.

AVAILABILITY OF SERVICE

Available to all commercial and small power service under 50 KW.
TYPE OF SERVICE

SINGLE PHASE

ENERGY CHARGE: Customer charge $5-74 $11.04 per month per customer (1)
First 3,000 KWH $0.09519
Over 3,000 KWH $0.08880

THREE PHASE WHERE AVAILABLE

DEMAND CHARGE: Per KW of billing demand $4.22

ENERGY CHARGE: Customer charge $5-724 $11.04 per month per customer ()]
First 3,000 KWH $0.09519
Over 3,000 KWH $0.08880

DETERMINATION OF BILLING DEMAND

The billing demand shall be the maximum kilowatt demand established by the Consumer for any period of
15 consecutive minutes during the month for which the bill is rendered, as indicated or recorded by a
demand meter.

MINIMUM CHARGE

The minimum monthly charge under the above rate shall be $5.00 where 5 KVA or less transformer
capacity is required. Each customer who requires more than 5 KVA of transformer capacity shall pay in
addition to the above minimum, .75 on each additional KVA or fraction thereof required.

DATE OF ISSUE  June 20, 2014June 92011
Month / Date / Year
DATE EFFECTIVE July 22, 2014 4une-1-2011
Month / Date / Year

ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO._2014-001592818-08499 DATED _ May-31.-2011




FOR ALL AREAS SERVED

PSCKYNO. 4

SIXTHRHEFH REVISED SHEET NO. 7

CANCELLING PSCKY NO. 4

CUMBERLAND VALLEY ELECTRIC, INC. FIFTHROURFH REVISED SHEET NO. 7

CLASSIFICATION OF SERVICE

All Three Phase Schools and Churches Schedule liI
APPLICABLE

in all territory served by the Seller.
AVAILABILITY

Available to all public or non-profit private schools and churches whose total energy requirement,
including but not limited to heating, air conditioning, lighting and water heating is supplied by electricity
furnished by the Cooperative.

CHARACTER OF SERVICE

The electric service furnished under this rate schedule will be 60 cycle, alternating current, three phase
service, present facilities permitting and at the following nominal voltages: Three phase, 120/240,
120/208Y, 240/480, 277/480Y volts.

Customer charge $40.00 per month per customer (N)
All KWH $0.07915

MINIMUM CHARGE

The minimum annual charge will be not less than $0.75 per KVA of required transformer capacity as
determined by the Cooperative.

TERM OF CONTRACT

Service under this rate schedule will be furnished under an "Agreement for Purchase of Power”.

DATE OF ISSUE  June 20, 20144une 92011
Month / Date / Year

DATE EFFECTIVE July 22, 2014Jupne3-—20341
Month / Date / Year

ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO.2014-001592848-68499 DATED _May-31.2011




FOR ALL AREAS SERVED

PSCKY NO. 4

SIXTHEHFH REVISED SHEET NO. S

CANCELLING PSCKY NO. 4

CUMBERLAND VALLEY ELECTRIC FIFTHRGURFH REVISED SHEET NO. 9

CLASSIFICATION OF SERVICE

Large Power — Industrial Schedule IV
APPLICABLE

In all territory served by the Seller.
AVAILABILITY

Available to all commercial and industrial consumers whose kilowatt demand shall exceed 2500 KW for
lighting and/or heating and/or power.

CONDITIONS

An “Agreement for Purchase of Power” shall be executed by the consumer for service under this
schedule.

CHARACTER OF SERVICE

The electric service furnished under this Schedule will be 60 cycle alternating current and at available
nominal voltage.

RATE

DEMAND CHARGE: Per KW of billing demand $6.55

CUSTOMER CHARGE: $50.00 per month per customer (N)
ENERGY CHARGE:
All KWH $0-85058 50.05151 (n

DETERMINATION OF BILLING DEMAND

The billing demand shall be the maximum kilowatt demand established by the consumer for a period of
fifteen consecutive minutes during the month for which the bill is rendered, as indicated or recorded by a
demand meter and adjusted for power factor as provided below.

DATE OF ISSUE  June 20, 2014}ure 92011
Month / Date / Year

DATE EFFECTIVE July 22, 2014 June1 2011
Month / Date / Year

ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO.2014-0015920810-80499 DATED__ May-33-2041




FOR ALL AREAS SERVED

PSCKY NO. 4

SIXTHREH4 REVISED SHEET NO. 12

CANCELLING PSC KY NO. 4

CUMBERLAND VALLEY ELECTRIC FIFTHFQURFH REVISED SHEET NO. 12

CLASSIFICATION OF SERVICE

Large Power Rate — 50 KW to 2,500 KW. Schedule IV-A
APPLICABLE
in all territory served by the Seller.

AVAILABILITY

Available to all commercial and industrial consumers whose kilowatt demand shall exceed 50 KW for
lighting and/or heating and/or power up to 2,500 KW.

CONDITIONS

An "Agreement for Purchase of Power” shall be executed by the consumer for service under this
Schedule.

CHARACTER OF SERVICE

The electric service furnished under this schedule will be 60 cycle alternating current and at available

nominal voltage.

RATE
DEMAND CHARGE: Per KW of billing demand $4-22 $4.32 (1)
CUSTOMER CHARGE: $40.00 per month per customer (N)
ENERGY CHARGE:
All KWH $0.06078

DETERMINATION OF BILLING DEMAND

The billing demand shall be the maximum kilowatt demand established by the consumer for a period of
fifteen consecutive minutes during the month for which the bill is rendered, as indicated or recorded by a
demand meter and adjusted for power factor as provided below.

DATE OF ISSUE  June 20, 2014June9-2011
Month / Date / Year

DATE EFFECTIVE July 22, 2014 June 12011
Month / Date / Year

ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO.2014-001592046-88499 DATED___May-312011




FOR ALL AREAS SERVED

PSCKY NO. 4

SEVENTH S$&FH REVISED SHEET NO. 23

CANCELLING PSCKY NO 4

CUMBERLAND VALLEY ELECTRIC, INC. SIXTH KFFH SHEET NO. 23

CLASSIFICATION OF SERVICE

Outdoor Lighting — Security Lights Schedule Vi
AVAILABILITY

Available to all consumers of the Cooperative for dusk to dawn outdoor lighting in close proximity to
existing overhead secondary circuits.

RATE PER LIGHT PER MONTH

Mercury Vapor Lamps

1) 175 Watt £8-25 S 8.78 Per Lamp Per Month
2) 400 Watt $12.28 $13.07 Per Lamp Per Month

Other Lamps

1) 100 Watt OPEN BOTTOM $-8.27 $8.80 Per Lamp Per Month

2) 100 Watt COLONIAL POST $-9-22 $9.92 Per Lamp Per Month

3) 100 Watt DIRECTIONAL FLOOD $10:83 $10.67 Per Lamp Per Month

4) 400 Watt DIRECTIONAL FLOOD $15.95 $16.98 Per Lamp Per Month

5) 400 wWatt COBRA HEAD $15.95 516.98 Per Lamp Per Month
CONDITIONS OF SERVICE

(1)
(1)

(1)
(1
(1)
(1)
(1)

1. The Cooperative shall furnish, install, operate and maintain the outdoor lighting equipment including

lamp, luminaire, bracket attachment and control device on an existing secondary pole.

2. The lighting equipment shall remain the property of the Cooperative. The Consumer shall protect the

lighting equipment from deliberate damage.

3. The Consumer shall allow authorized representatives of the Cooperative to enter upon the
Consumer’s premises and to trim trees and shrubs as necessary for maintenance of the lighting

equipment and for removal of lighting equipment upon termination of service under this schedule.

DATE OF ISSUE  June 20, 2014 jupe2-2006
Month / Date / Year

DATE EFFECTIVE _July 22, 2014 Jure 22006
Month / Date / Year

ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO.2014-001592005-88487 DATED____June22006




FOR ALL AREAS SERVED

CUMBERLAND VALLEY ELECTRIC, INC. PSCKY NO. 4
6219 HWY 25E FIRST REVISED SHEET NO. 15 SHEEF-NO-15
GRAY, KENTUCKY 40734 CANCELLING PSC KY NO. 4
WWW.CUMBERLANDVALLEY.COOP ORIGINAL SHEET 15 —-------—

CLASSIFICATION OF SERVICE

Cable Television Attachment Rate Per Unit Applicability

In all territory served by the company on poles owned and used by the company for their electric plant.
AVAILABILITY

To all qualified CATV operators having the right to receive service

RENTAL CHARGE

The yearly rent charge shall be as follows:

Two-party pole attachment $3.58 55.24 )]
Three-party pole attachment $2.08 53.97 (1)
Two-party anchor attachment $3-58 54.43 5
Three-party anchor attachment £2:3652.92 B (1)
Two-party ground attachment $0:2650.21 M (R)
Three-party ground attachment 5016 50.13 M (R)

DATE OF ISSUE _June 20, 2014 -March-1-2001
Month / Date / Year

DATE EFFECTIVE _July 22, 2014 Mareh-1-2801
Month / Date / Year

ISSUED BY

President & Chief Executive Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO.2014-00159 2868-359 DATED _ Feb—26-2004
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Official Notice

Cumberland Valley Electric, Inc., with its principal office at Gray, Kentucky and with

its address at 6219 North U.S. Hwy 25E , Gray, Kentucky 40734, has filed with

the Kentucky Public Service Commission in Case No. 2014-00159 an application to
adjust its retail rates and charges. The need for this adjustment is due to an increase
in Cumberland Valley's expenses in the areas of wholesale power costs, depreciation,
and general operating expenses. Cumberland Valley is proposing to increase its
electric revenues by $1,605,137 or 3.95% and CATV rates by $23,512 or 34.6%.

The rates are to be filed with the Kentucky Public Service Commission on June 20,
2014 and are effective July 22, 2014. The rates contained in this notice are the rates
proposed by Cumberland Valley, Inc., but the Kentucky Public Service Commission may
order rates to be charged that differ from these proposed rates contained in this notice.
In addition, the Kentucky Public Service Commission may change the effective date.

A person may examine this application at the office of Cumberland Valley Electric, Inc.
located at 6219 North U.S, Hwy 25E, Gray, Kentucky 40734, Monday through Friday,
7:30 a.m. to 4:00 p.m. or at www.cumberandvalley.coop. A person may also examine this
application at the Kentucky Public Service Commission offices located at 211 Sower
Boulevard, Frankfort, Kentucky, Monday through Friday, 8:00 a.m. to 4:30 p.m., or
through the commission's Web site at http://psc.ky.gov.

Any comments regarding the application may be submitted to the Public Service
Commission through its Web site, http://psc.ky.gov, or by mail to Public Service
Commission , Post Office Box 615, Frankfort, Kentucky 40602. A person may
submit a timely written request for intervention to the Public Service Commission
Post Office Box 615, Frankfort, Kentucky 40602, establishing the grounds for the
request including the status and interest of the party. If the Commission does not
receive a written request for intervention within thirty (30) days of initial publication
of the notice, the commission may take final action on the application.

Cumberland Valley Electric, Inc.
6219 North U.S. Hwy 25 E

PO Box 440

Gray, Kentucky 40734
606-528-2677
www.cumberlandvalley.coop
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The requested dollar amounts and percentage change for Cumberland Valley Electric, Inc. are listed below:

Rate Class Increase Dollar Percent
Schedule |

Residential, Schools and Churches $ 1,315,615 4.77%

Marketing Rate $ - 0.00%
Schedule Il

Small Commercial $ 82,855 5.74%

Small Commercial, w/ Demand $ 9,153 1.12%
Schedule lil

3-Phase Schools and Churches $ 21,920 1.63%
Schedule IV

Large Power >2500 kW $ 29,741 1.38%
Schedule IV-A

Large Power 50 -2500 kW $ 62,958 1.05%
Schedule VI

Outdoor Lighting $ 83,604 6.43%
CATV

CATV Pole Attachments $ 23,512 34.61%



The present and proposed rate structure of Cumberland Valley Electric, Inc. are listed below:

Rate Class

Schedule | - Residential, Schools and Churches
Customer charge
Energy Rate per kWh
Schedule | - Marketing Rate
Energy Rate per kWh
Schedule 1l - Small Commercial No Demand
Customer charge
Energy Rate per kWh up to 3000 kWh
Energy Rate per kWh over 3000 kWh
Schedule Il - Small Commercial w/ Demand
Customer charge
Energy Rate per kWh up to 3000 kWh
Energy Rate per kWh over 3000 kWh
Demand Rate per kW
Schedule lil - 3 Phase Schools and Churches
Customer charge
Energy Rate per kWh
Schedule IV - Large Power >2500
Customer charge
Energy Rate per kWh
Demand Rate per kW
Schedule IV-A - Large Power 50 - 2500
Customer charge
Energy Rate per kWh
Demand Rate per kW
Schedule VI - Qutdoor Lighting
175W MV
400W MV
100W Open Bottom
100W Colonial Post
100W Direct. Flood
400W Direct. Flood
400W Cobra Head
CATV
2 Party Pole
3 Party Pole
2 Party Anchor
3 Party Anchor
2 Party Ground
3 Party Ground

B Penend DPHBHB B @

€3 €7 €7 €N & &S €7 €3 7 €A €3 & H €A €N & €9 €A €9

Present

5.74
0.08563

0.05138

5.74
0.09519
0.08880

574
0.09519
0.08880

4.22

0.07915

0.05058
6.55

0.06078
4.22

8.25
12.28
8.27
8.32
10.03
15.95
15.95

3.58
2.98
3.58
2.36
0.26
0.16

© &3 €3 €7 €3 &3 €3 €3 9 3 3 €3

€3 7B PSS €3 €3 €73 €A €3 &3 &5 €7 €9 €7 €3 €

Proposed

10.70
0.08563

0.05138

11.04
0.09519
0.08880

11.04
0.09519
0.08880

4.22

40.00
0.07915

50.00
0.05151
6.55

40.00
0.06078
4.32

8.78
13.07
8.80
9.92
10.67
16.98
16.98

524
3.97
4.43
2.92
0.21
0.13
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The effect of the proposed rates on the average monthly bill by rate class

along with average usage are listed below:

_Rate Class

Schedule |

Residential, Schools and Churches

Marketing Rate
Schedule li

Smalil Commercial, No Demand

Small Commercial, w/ Demand
Schedule lll

3-Phase Schools and Churches
Schedule IV

Large Power >2500 kW
Schedule IV-A

Large Power 50 -2500 kW
Schedule VI

Outdoor Lighting
CATV

CATV Pole Attachment

Current

Proposed

Average
kWh Usage

1,146
1,001

926
4,098

31,003
915,327
87,269

84

Dollar Amount

i ©* “ “ “ ©®© & 3 €

of Average
Usage

103.88
56.74

92.29
475.16

2,453.86
65,481.27
6,494.66
949

3.06

Dollar Amount
of Average

Usage
108.84
56.74

97.59
480.46

2,493.86
66,382.53
6,562.87
10.10

4.12

€ -] -] -] « ©®© e © ¥

Increase
Dollar

$ 496
$ -

$ 530
$ 530
$ 40.00
$ 901.25
$ 68.21
$ 061

$1.06

Percent
4.8%
0.0%

57%
1.1%

1.6%
1.4%
1.1%
6.4%

34.6%
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Cumberland Valley Electric
A Touchsoes Evergy Congessiee. Al
May 2, 2014
Jeff Derouen, Executive Director
Kentucky Public Service Commission
P.O.Box 615
211 Sower Boulevard
Frankfort, Kentucky 40602
Dear Mr. Derouen:
This is to advise, in accordance with the Commission’s Administrative Regulation 807
. KAR 5:001, Section 16(2), that, after 30 days from May 2, 2014, Cumberland Valley
Electric, Inc. intends to file an application for an increase in its retail rates based on a
historical test year ending December 31, 2013.
If there are any questions concerning this matter, please contact me at your convenience.
Respectfully submitted,
Robert Tolliver
Office Manager
Copy to:
Atiorney General
Utility Intervention and Rate Division
Emailed in PDF Format To: rateintervention@ag ky.gov
| AB DISTRICT OFFICE:
P.O. Box 440 © Gray, KY 40734 P.O. Box C ® Cumberand, KY 40823

Phome: 608-528-2677 & Fox: 606-523-2698 Phone-606-589-4421 2 Foe: 606-539-5297
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Steve L. Beshear David L. Armstrong
Governor Chairman
Leonard K. Peters Commonwealth of Kentucky James Gardner
Secretary Public Service Commission Vice Chairman

E d Envil t Cabinet
nefgy and Environmen 211 Sower Bivd.

P.0. Box 615 i R
Frankfort Kentucky 40602-0615 L'Bﬂ%ﬁ{&?ﬁ?\g

Telephone: (502) 564-3940
Fax: (502) 564-3460
psc.ky.gov

May 06, 2014
Robert Tolliver, Officer Manager
Cumberland Valley Electric, inc.
Highway 25E
P. O. Box 440
Gray, KY 40734

RE: CaseNo. 2014-00159

Cumberland Valley Electric, Inc.
(General Rates)
Notice of Intent to File Application for an Increase in Retail Rates

This letter is to acknowledge receipt of notice of intent to file an application in the above
case. The notice was date-stamped received May 06, 2014 and has been assigned Case No.
2014-00159. In all future correspondence or filings in connection with this case, please
reference the above case number.

All documents submitted to the Commission in this proceeding must comply with the rules of
procedure adopted by the Commission found in 807 KAR 5:001. Any deviation from these rules
must be submitted in writing to the Commission for consideration as required by 807 KAR 5:001
(22). Additionally, confidential treatment of any material submitted must follow the requirements
found in 807 KAR 5:001 (13).

Materials submitted to the Commission which do not comply with the rules of procedure, or
that do not have an approved deviation, are subject to rejection by Commission pursuant to 807
KAR 5:001 (3). In order to insure cases are processed in a timely manner and accurate reliable
records are created, please make sure that the rules of procedure are followed. Should you
have any questions, please contact the Division of Filings.

If you need further assistance, please contact my staff at (502) 564-3940.

Sincerely,

N

/
/AL

e
)Jeff Derouen
Executive Director

JD/rs —
B
KertuckyUnbridladSpht oo ](el?f L{O%y)«. An Eqrual Cpporturity Embloyér WHF/D
UNISIRH LD SRT d
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Robert D. Tolliver

Hans, Jennifer (KYOAG) <jennifer.hans@ag.ky.gov> on behalf of rateintervention
<rateintervention@ag.ky.gov>

Sent: Thursday, May 08, 2014 11:14 AM

To: Robert D. Tolliver

Cc: Angela Goad; Cook, Larry (KYOAG)

Subject: RE: Cumberland Valley Electric Intent to file Rate Application

Dear Mr. Tolliver:

We thank you for the notice of intent to file a rate application. We would appreciate a copy of the rate application upon
filing. Our decision regarding intervention is still pending. If you have any questions prior to filing, please do not hesitate
to contact our division.

Regards,

Jennifer Black Hans

Executive Director

Office of Rate Intervention

Office of the Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

(502) 696-5453 (Rate Intervention)
502) 696-5408 (Direct)

x: 502-573-1009
nifer.hans@agqg.ky.gov

(

NOTICE OF CONFIDENTIALITY

This message is intended only for the use of the individual or entity to which it is addressed and may contain confidential information
that is legally privileged and exempt from disclosure under applicable law. If the reader of this message is not the intended recipient,
you are notified that any dissemination, distribution or copying of this communication is strictly prohibited. 1f you have received this
communication in error, please notify this office by telephone and return this message to the Office of the Attorney General
immediately. Thank you.

Under Kentucky Rule of Evidence 503, this communication is confidential and not intended to be disclosed to third persons other than
those to whom disclosure is made in furtherance of the rendition of professional legal services to or on behalf of the Office of the

Attorney General.

From: Robert D. Tolliver [mailto: Robert. Tolliver@cumberlandvailey.coop]
Sent: Friday, May 02, 2014 8:08 AM

To: rateintervention

Subject: Cumberland Valley Electric Intent to file Rate Application

Please find attached Cumberland Valley Electric, Inc. letter of intent to file application for increase in its retail rates.

Thank you,
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CUMBERLAND VALLEY ELECTRIC
BOARD RESOLUTION

AUTHORIZATION TO THE PRESIDENT & CEO TO FILE FOR
A RATE INCREASE WITH THE
KENTUCKY PUBLIC SERVICE COMMISSION

WHEREAS, to provide its members with a reliable source of power it is the opinion of the Board
of Directors of Cumberland Valley Electric that a rate increase is necessary to maintain Cumberland
Valley Electric in a sound financial condition, and

WHEREAS, the Board of Directors of Cumberland Valley Electric hereby authorizes and directs
its President & CEO, Ted Hampton, to file with the Kentucky Public Service Commission for a rate
increase,

NOW, THEREFORE BE IT RESOLVED, that this resolution was properly authorized by the
Board of Directors during a monthly Board of Directors meeting held on March 13, 2014.

y ety

Vernon Shelly

ATTEST:
Certificate of Secretary

I, Lansford Lay, secretary for Cumberland Valley Electric, do hereby certify that the above is a
true and correct copy of the resolution, as adopted by the Board of Directors of the Cooperative, at their
meeting on March 13, 2014, and that said resolution now appears in the record of the Cooperative’s
minutes without changes or alterations.

e Y .»”«g p /;‘" /j
/ v j P
;’; Q/;jj ,&_, e f {V’L{d%

Lansf;ord Lay /N







CUMBERLAND VALLEY ELECTRIC

CASE NO. 2014-00159
REVENUE ANALYSIS
TWELVE MONTHS ENDING DECEMBER 31, 2013

Pagelof1l

Witness: Jim Adkins

kWh Test Year | Percent Proposed Percent Increase
Sched. Description Usage Revenue of Total Revenue of Total Amount Percent
l Residential, Farm and Church 303,996,144 $ 27,553,696 | 67.77%| $ 28,869,311 | 68.30%| $ 1,315,615 4.77%
IA |Marking Rate - ETS 838,809 $ 43,098 [ 0.11%| $ 43,098 0.10%| $ - 0%
] Small Commercial - SinglePhase 14,478,749 $ 1,442,770 | 3.55%| % 1,525,625 3.61%| $ 82,855 5.74%
Il Small Commercial - Three Phase 7,078,107]'$ 820,602 | 2.02%| $ 829,755 1.96%| $ 9,153 1.12%
Il |Three Phase Schools and Churches 16,989,450l $ 1,344,715| 3.31%| $ 1,366,635 3.23%| § 21,920 1.63%
IV  |Large Power Greater than 2,500 kW 30,205,800 $ 2,160,882 | 531%|$ 2,190,623 5.18%| $ 29,741 1.38%
IV-A |Large Power - 50 - 2,500 kW 80,549,209] § 5,994,568 | 14.74%| $ 6,057,525 | 14.33%| $ 62,958 1.05%
VI jOutdoor Lighting 11,103,122} $ 1,300,158 | 3.20%} $ 1,383,762 3.27%| § 83,604 6.43%
Rounding $ (709) $ (709)

465,239,391| § 40,660,489 100%| $ 42,265,626 100%| $ 1,605,137 3.95%

Fuel Adjustment Clause -231,335 -231,335

Environmental Surcharge 4,590,171 4,590,171
45,019,324 46,624,461 1,605,137 3.57%
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF THE ADJUSTMENT )
OF RATES OF CUMBERLAND VALLEY ) CASE NO. 2014-00159
ELECTRIC. INC. )

Q1.
R1.

Q2.

R2.

Q3.

R3.

PREPARED TESTIMONY OF JAMES R. ADKINS

State your name and business address.

I am James R. Adkins and my business address is 2189 Roswell Dr., Lexington,
KY 40513-1811.

What has been your role in this application?

My role in this application has been to assist Cumberland Valley Electric (“CVE”)
in the development of this application through the determination of the total
revenue requirement, through the completion of the Cost of Service Study
(“COSS") and the developing the proposed rate design in this application.

What is your professional experience in the area of electric utility rate-making?

| have spent the last thirty-seven plus years dealing with electric utility rates. |
was employed by EKPC as its Pricing Manager for almost twenty-five years. |
spent a little over one year with the Prime Group, LLC and | have been self-
employed for the last twelve years. Prior to my electric utility career, | was
employed in the finance and accounting areas of the medical care field for close
to eight years. | also served in the U.S. Army as an infantryman in the Republic
of Vietnam in the late 1960s and | am a disabled veteran of that war.



Q4.

R4.

Q5.

RS.

Q6.

R6

Q7.

Exhibit H
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What is your educational background?

| received a Bachelor Degree in Commerce with a major in banking and finance
in 1971 and a Master of Science in Accounting in 1976. Both of my degrees
were granted by the University of Kentucky. Since then, | have attended many
seminars, conferences and courses on rate-making as well as a presenter at
many conferences and seminars on electric utility rate-making, cost of service

studies, and rate design.
Have you ever appeared as a witness before this Commission?

| have appeared as a witness before this Commission many times in utility rate
applications, applications for certificates of public convenience and necessity,
fuel adjustment clause hearings, and administrative cases. | have testified on the
behalf of East Kentucky Power Cooperative (“EKPC”) and for all of EKPC’s

member cooperatives and for other distribution cooperatives.
Why has CVE filed this application for an adjustment of its rates?

CVE has filed this rate application because of its deteriorated financial condition.
For the last two calendar years, CVE has not met its mortgage requirements by
having an Operation Times Interest Earned Ration (“OTIER”) less than required.
For these two calendar years, 2012 and 2013, CVE has an OTIER of .71. Other
reasons for this rate application are the need for improved cash flow, increased
equity and for the ability to pay capital credits consistent with its equity

management policies.

Why has CVE waited this long to file this application?



R7.

Q8.

R8.
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Lo

CVE has waited this long to file this rate application for two main reasons. The
first reason is that CVE did not expect its financial performance of 2012 to be
repeated in 2013. A review was conducted early of the second quarter of 2013
by CVE staff and with its rate consultant. It was expected that CVE's financial
condition in 2013 would be better than in experienced in 2012. The
recommendation at that time was for CVE monitor its financial performance and
condition very closely for the duration of 2013. CVE started 2013 with very good
monthly margins. |t did experience some deterioration of its margins in the late
summer and early fall of 2013 but still with the expectation that margins for the
complete year would still be above its mortgage requirements. However,
monthly margins for the last quarter of 2013 were severe losses and completely

unexpected. The above is the reason for the application at this time.

Please explain the current situation at CVE for revenue requirements and rate-

making circumstances?

The current financial situation at CVE is a very unique one and completely
unexpected from a rate application perspective. CVE has experience a decline in
its annual interest expense while it continued to increase its debt during the
period of 2008 through 2013. Provided below is a table which reflects the
interest expense and year end long term debt for the period of 2008-2013.

INTEREST EXPENSE AND LONG TERM DEBT

Year End
Year Interest Expense tong Term Debt
2008 S 1,097,400 | S 36,034,733
2009 S 715,609 | $ 34,433,777
2010 S 567,377 | $ 35,722,364
2011 S 449,190 | S 37,526,041
2012 S 427,212 | § 37,921,171
2013 S 354,342 | S 42,813,061




Q0.

R9.
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CVE has done a remarkable job of minimizing its annual interest expense on
long term debt and should be commended for its efforts. CVE has utilized these
most unusual short term interest rates to accomplish this significant decrease in
its annual interest expense on long term debt. As most are aware, it is readily
apparent that this situation will not last forever and that the use of the Times
Interest Earned Ratio (“TIER”) as a basis for establishing margins with these very
low interest expenses would not be a prudent one. A couple of different
approaches have been reviewed and evaluated that are more appropriate in this
situation. CVE has chosen an approach based on longer term interest rates that

existed during the preparation phase of this application.

What has been the approach that CVE has chosen to determine its revenue

requirements?

CVE has taken the traditional approach to the determination of its revenue
requirements with one exception. The standard process of normalizing expenses
has been followed in regards to wages, salaries, benefits, property taxes,
depreciation, revenues from CATYV rates, year-end customer levels and other

additional expense areas.

Is CVE proposing an adjustment somewhat different than the normal approach

for expense adjustments for determining revenue requirements?

CVE is using a different approach to the normalization of interest expense in the
determination of its revenue requirements. CVE is using a different approach
because its average cost of debt for the test year was 0.88% which is an
extremely low rate. This extremely low cost of debt is based on the use of very

short term loans and will not last. It is believed that revenue requirements should



Q11

R11.
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be developed upon the basis of longer term rates. CVE is proposing to
determine the cost of all of its debt at the Federal Financing Bank’s (“FFB”)
seven year rate that existed in mid-April of 2.17% even though some of CVEs
current debt is fixed at rates somewhat higher than this rate for a longer term.
Provided below is the average cost of debt that CVE has experienced for the

most recent five calendar years.

Average
Cost of
Year Debt.
2009 2.03%
2010 1.62%
2011 1.23%
2012 1.13%
2013 0.88%

This table provides proof of the most commendable accomplishment that CVE
has been able to do in minimizing its interest expense and also provides a sound
basis that a method different from interest expense should be used to determine

an appropriate level of margins for CVE.
Should margins be based on a TIER measurement when interest rates are low?

The current TIER measurement for rate-making purposes is a 2.0X basis and
results in a margin amount equal to annual interest expense and | do not believe
that this is a reasonable amount in this situation. However, if the Commission
would accept the interest normalization proposed in this application, the use of a
TIER of 2.0X is reasonable. CVE is proposing margins based on a TIER of 2.0X

based on its method of normalizing interest for this application.

What would the amount of the increase in revenue that CVE might be requesting

if it had used the more traditional approach to the interest expense adjustment?
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R12. CVE would have requested an increase in revenue that would equate to

Q13.

R13.

Q14.

R14.

approximately $500,000.

What are the actual returns on the equity capitalization ratio and the proforma

returns from the proposed increases?

Provided below is the actual equity capitalization ratios for the test year and the

proforma results based on the requested increase.

Capital Structure

Actual Test Year

Proforma Test Year

Amount Return % Return %
Debt S 42,813,061 |InterestExp | S 354,342 | 0.828%| S 896,650 2.09%
Equity S 19,517,122 {Margins S 74,837 | 0.383%| S 896,650 4.59%
S 62,330,183 S 429,179 | 0.689%| S 1,793,300 _ 2.88%

It is readily apparent from the above table that CVE's use of a proforma interest

expense adjustment and a margin based on a TIER measure on the basis of the

same interest adjustment results in a very reasonable measure. A return of

2.92% on total capital and a return of 4.67% on equity are most reasonable.

What have been the primary reasons for the decline in margins that have

necessitated the filing of a rate application by CVE?

Attached as JRA Exhibit | to this testimony is a table providing the statement of
operations for CVE for the period of 2008 through 2013. This exhibit indicates
the trend in revenues and expenses that CVE has experienced for the above

stated period. Revenues, expenses, gross margins and distribution expenses

have been relatively stable over this period of time. However, the most

significant item from this exhibit has been the trend of increasing revenue per
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kWh, increasing purchased power costs per kWh, increasing gross margins per
kWh and increasing distribution costs per kWh. This is primarily a result of the

trend of decreasing sales of electric power especially in the last two years.

Q15. What has been the primary cause of this decrease in energy sales?

R15. The main reasons for this decrease in energy sales has the overall economy for
the decrease in residential energy sales and the decline in the demand for
Eastern Kentucky coal for the decline in energy sales for the industrial customers
greater than 1,000 kW. The decline for the industrial sector has had a greater
impact upon CVE than the decline of energy sales in the other rate classes.

Q16. When does CVE anticipate that its energy sales may revert back to the levels it
experienced in the period of 2008-20107

R17, CVE's management is not sure if or when its energy sales may increase from its

current levels to the level it obtained in 2008-2010.

Q18. Are you responsible for Exhibit R, the Cost of Service Study filed in this rate

Application and please explain its results?

R18. | am responsible for the Cost of Service Study (“COSS”) filed in this rate
application. The results of the cost of service study are provided in summary
form.in Exhibit JRA-2 of this testimony. This exhibit provides the results of the
cost of service study by indicting

¢ the revenue requirements by rate class,
¢ the type of revenue requirements by rate class,
e the revenues from rates for each rate class, and

¢ The over or under recovery of revenue requirements by rate class
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e The amount of other revenues assigned to each rate class.
Four rate classes have rate revenue that is under recovering and these rate
classes are identified below:

1. Schedule | - Residential, Schools and Churches

2. Schedule | — Marketing Rate for ETS units

3. Schedule IV-A — Large Power — 50-2,500 kW

4. Schedule VI — Outdoor Lighting

Was the resuits of the Cost of Service Study was utilized in the development of
increase proposed for each rate class and in the proposed rate design for each

class?

The COSS was utilized in the determination of the proposed increase and the
proposed rate design for each rate class. The management of CVE had
established specific rate design criteria before preparation of this rate application.
CVE had decided that it wanted to place most of the increase upon the customer
charge component of its rate structure. CVE's current rate structure provides for
one of the lowest customer charges for those rate classes with a customer
charge and also has a significant number of rate classes with no customer
charge. In other words, CVE proposed to increase the customer charge for
those rate classes with a customer charge and to establish a customer charge for
those rate classes that currently do not have a customer charge. Based on the
results of the COSS and the direction of management to place most of the
increase upon the customer charge, the following increase amounts were

developed.
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CUMBERLAND VALLEY ELECTRIC COOPERATIVE
“SUMMARY OF PROPOSED RATE INCREASE BY RATE CLASS
Base Rate Increase Percent
Sched|Rate Class Revenue Amount Increase
| |Residential, Farm & Church $ 27,553,696 | 1,315,615 4.77%
| Marlieting Rate - ETS $ 43008 | - 0.00%
Il Sma'n Commercial-Energy | $§ 1,442,770 82,855 5.74%
] Sma‘ll Commercial w/Demand $ 820,602 9,153 1.12%
|3 Ph;se Schools & Churches $ 1,344,715 21,920 1.63%
v Largie Power > 2500 kW $ 2,160,882 29,741 1.38%
IV-A Larg’e Power - 50-2500 kW $ 5,994,568 62,958 1.05%
VI |Outdoor Lighting $ 1,300,158 83,604 6.43%
Rou;'lding (709)
$ 40,660,489 | $1,605,137 3.95%

Q20.

It appears some proposed rate increases are a result of solely on the basis of an

increase in the customer charge and an implementation of a customer charge.

R20.

That is a true statement. A prime example of that situation is the increases for

the small commercial — Schedule |l rate class for both the single phase and the

three phase customers. It is also similar for Schedules [ll — Three Phase
Schools and Churches and Schedule 1V - Large Power — Over 2,500 kW.

Q21. How does the proposed customer charges for each rate class match up with the

customer-related costs from the COSS?

R21.

The proposed customer charges in this application are a much better match with

the customer-related revenue requirements from the COSS than are the

customer charge amounts in the current rates. Provided below is a table
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that provides the current customer charge, the proposed customer charge and customer-

related costs from the cost of service study.

CUSTOMER CHARGE INFORMATION
Customer-
Current Proposed Related

Customer Customer Revenue
Sched Description Charge Charge Requirements
| Residential, farm & Church | $ 5741 9% 10.70 23.41
I Small Commercial - Energy | $ 5741% 11.04 25.06
I Small Commercial w/Demand | $ 57419% 11.04 51.24
i 3 Phase Schools & Churches | $ - 3 40.00 48.89
v Large Power > 2500 kW 3 - $ 50.00 53.81
IV-A Large Power - 50-2500 kW | $ - 3 40.00 51.34

From the above table, it is very apparent that the proposed customer charges for the
appropriate rate structures are reasonable based on the fact all proposed are less than the

customer-related revenue requirements from the COSS.

It appears that a significant basis for the amount of increase is the longer term interest
rate that has been applied to CVE’s current debt level at the end of the test year. If the
more traditional method of a TIER of 2.0X were used as the basis for margins, the
requested increase would be significantly less. What would be the requested increase if

the more traditional method were used?

The amount of increase that is justified using the 2.0X TIER approach would result in an
increase request of $491, 631 which is less than requested. Attached as Exhibit JRA-3 to
this testimony is a Statement of Operations that shows the results using a TIER of 2.0X.
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Q.23 What else has CVE evaluated to justify the requested amount of increase?

R23.

Q24.

R24.

CVE has looked at two other approaches as to what would be the proper amount of
increase. These two approaches are these: one, review what the Kentucky Public Service
Commission (“KPSC”) allowed in CVE’s last rate application and two, evaluate what the
Capital Growth Method (“CGM™) might provide.

In CVE’s last rate case, the KPSC allowed CVE a return on equity of 9.57%. If CVE +
used this return on equity as the basis for its margins for ratemaking purposes, then an
increase of $2,005,946 is justified. The table provided below provides the details on this

calculation.
Case No, 2005-00187
Capital Return

Debt 27,259,902 |Interest Exp 1,387,433 5.09%
Equity 14,490,998 |Margins 1,387,433 9.57%
41,750,900 2,774,866 6.65%

Applied to This Casse

Equity Return Margin Adj. TY Margins Increase
19,517,122 9.57%| $ 1,868,657 (137,289)| S 2,005,946

If CVE had used the CGM, margins and increase amounts that are slightly higher are
justified. The results of the CGM approach are contained in Exhibit JRA-4 to this

testimony.

If CVE is justified in seeking increase amounts greater than what it is requesting, why did

CVE not seek an increase amount greater than it is requesting?

CVE is not requesting the larger amount because CVE’s management desired to keep its

overall increase in revenue at percent less than 4% of total base rate revenue.
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Q25. Does this conclude your testimony.

R25. Yes, it does.

Affiant, James R. Adkins, states that the anwers given by him in the foregoing
questions are true and correct to the best of his knowledge and belief.

Choppes JC (24

/James R. Adkins

Subscribed and sworn to before me by the affiant, James R. Adkins, this
1AYN  day of June, 2014

Bardonna ElloE

Notary Public, Kentucky State at Large.

My Commission Expires |4 ~{&Q
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DIRECT TESTIMONY OF JAMES R. ADKINS JRA Exhibit |
2008 2009 2010 2011 2012 2013

Operating Revenue S 45,121,883 ]S 45,254,910 | S 49,315,164 | S 48,941,151} $ 46,861,246 | S 46,665,845
Purchase Power 34,464,697 33,866,739 36,844,796 37,560,882 36,085,688 35,772,176
Gross Margins 10,657,186 11,388,171 12,470,368 11,380,269 10,775,558 10,893,669
Operating & Maintenance Expenses 6,332,936 7,098,126 7,339,226 7,133,009 7,397,903 7,460,561
Fixed Charges 3,752,771 3,458,065 3,443,961 3,446,232 3,500,858 3,534,900
Total Distribution Expenses 10,085,707 10,556,191 10,783,187 10,579,241 10,898,761 10,995,461
Operating Margins 571,479 831,980 1,687,181 801,028 (123,203) (101,792)
Other Income or Expenses 679,576 1,867,424 1,777,939 2,886,944 2,596,650 3,133,648
Net Income S 1,251,055 | $§ 2,699,404 | S 3,465,120 5 3,687,972 | S 2,473,447 } S 3,031,856
Net Margins for Rate-Making S 801,704 |8 1,130,713 | S 1,951,642} S 987,909 | S 109,187 } 74,837
OTIER ( Mortgage Requires 1.10X) 1.52 2.16 3.97 2.78 0.71 0.71
TIER (Mortgage Requires 1.25X) 2.14 4.77 7.11 9.21 6.79 9.56
Rate Making TIER 1.73 2.58 4.44 3.20 1.26 1.21
kWh Purchases 538,572,196 529,043,899 568,837,293 529,439,880 497,705,944 489,975,525
kWh Sales 516,468,439 503,499,501 545,156,016 507,250,621 473,161,995 465,239,391
Revenue per kWh sold S 0.08737 15 0.08988 1S 0.09046 1 $ 0.09648 | S 0.09904 | S 0.10031
Purchased Power per kWh sold S 0.06673 ]S 0.06726 | S 0.06759 | $ 0.07405 ] $ 0.07626 | 0.07689
Gross margin per kwh sold S 0.02063{ S 0.02262 } S 0.02287 15 0.022441 s 0.02277 1S 0.02342
Distribution expenses per kWh sold S 0.01953 | § 0.02097 | $ 0.01978 1 $ 0.02086 | § 0.02303 | S 0.02363
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JRA EXHIBIT I
CUMBERLAND VALLEY ELECTRIC
CASE NO. 2014-00158
Il I | il ] |
DIRECT TESTIMONY OF JAMES R. ADKINS
Residential, | Marketin Small Commer- | Small Commer-|3 Phase Schooll Large Power | Large Power |  Outdoor
School & Churc Rate cial - No Demand |cial - W/Demand| & Churches (2500 kW Plus| 50-2500 kW Lights Total

Revenue from Rates | $27,653696 | § 43,098 | $ 1,442,770 | $ 820602 | § 1,344,715 | $ 2,160,882 | § 5,994,568 | $ 1,300,158 | $40,660,489

Purchased Power 20,796,770 43,195 863,558 581,457 1,115,958 1,890,863 5,439,676 646,267 | 31,377,744

Gross Margin $ 6,756,926 | § (CHIR) 579,212 | § 23914518 228757 |§ 270,019 ($ 554,892 | § 653,890 | § 9,282,745

Less Delstribution

Revenue Requirements

Demand Related 3,663,811 - 175,509 134,281 233,966 293,128 823,557 116,995 5,341,248
Consumer Related 6,182,364 557 391,834 88,490 26,791 1,777 47,384 638,093 7,377,288
Total Distribution

Revenue Requirements 9,746,175 557 567,343 222,771 260,757 294,905 870,840 755,088 | 12,718,537
Margins from Rates $(2,989,249)! $ (654)| $ 11,869 | $ 16,374 |$  (32,000] $ (24,886)| § (316,049)| $§ (101,198)| §(3,435,792)
Other Revenue 1,222,269 64,001 36,402 59,651 95,856 265,916 57,674 1,801,768

Over (Under) Recovery | $(1,766,980) $ (654) § 758701 § 52,776 | § 27651 1%  709701% (50132)| § (43,523)| $(1.634,023)
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Statement of Operations, Adjusted JRA EXHIBIT I
Actual Normalized Normalized Proposed Proposed
Test Year Adjustments Test Year Increase Test Year

Operating Revenues:
Base raj 40,660,488 - 40,660,488 491,631 41,152,119
Fuelany 4,358,835 (4,358,835) - -
Other el 1,646,522 7,507 1,654,029 1,654,029
| 46,665,845 | | (4,351,328)] | 42,314,517 491,631 | | 42,806,148

Operating Expenses:

Cost of power:

Base| 31,377,744 - 31,377,744 31,377,744
Fuel 4,394,432 (4,394,432) - -
Distribut| 1,404,991 12,781 1,417,772 1,417,772
Distribut| 2,660,031 34,373 2,694,404 2,694,404
Consumg 1,871,976 35,711 1,907,687 1,907,687
Custome 153,670 2,620 156,290 156,290
Sales - - - -
Adminis{ 1,369,893 (81,792) 1,288,101 1,288,101
Total of 43,232,737 (4,390,738) 38,841,999 - 38,841,999
Deprecial 3,115,270 262,207 3,377,477 3,377,477
Taxes - 51,441 - 51,441 51,441
Interest g 354,342 - 354,342 354,342
Other de 10,671 (10,671) - -
Total cq 46,767,637 (4,139,202) 42,628,435 - 42,628,435
Utility ¢ (101,792) (212,126) (313,918) 491,631 177,713
Nonoperal 121,888 - 121,888 121,888
Nonoperal - - - -
G&Tecag 2,957,019 (2,957,019) - -
Other capi 54,741 - 54,741 54,741
Net Ma| 3,031,856 (3,169,145) (137,289) 491,631 354,342
TIER, tot4d 9.56 0.61 2.00
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DIRECT TESTIMONY OF JAMES R. ADKINS IRA EXHIBIT IV
CAPITAL GROWTH METHOD APPLIED TO CUMBERLAND VALLEY ELECTRIC
Formula . Capital
RORE=(Rng+Rbe+Rep) Equity $ 19,517,122
Rng=Normal rate of capital growth Debt 42,813,061
Rbe=rate of growtn required to build equity Total Capital $ 62,330,183
Rep=Rate of Equity payout
Results - Margins B . ) _ _ . .
. - _ Equity Target - - - -
Rbe=(1+Rng)(Al/E)}*1/n-1 & Time Line Rbe Rng Rep Total Margins
A= Target Equity as decimal 40% - 10 yr 0.0555 0.030 0.0300 0.1155 S 2,254,856
I= Current Dollar Amount of total Ca 40% -20Yr 0.0427 0.030 0.0300 0.1027 S 2,004,173
n= years to achieve target equity 35%-10Yr 0.0415 0.030 0.0300 0.1015 $ 1,981,597 l
E= Current dollar Amount of Equity 35%-20Yr 0.0357 0.030 0.0300 0.0957 S 1,868,756
35% - 15 Yr 0.0377 0.030 0.0300 0.0977 $ 1,906,307
40% - 15 yr 0.0470 0.030 0.0300 0.1070 $ 2,087,410
Results - Increase Amount
Equity Target Normalized Amount of ] 0
& Time Line TIER TY Margins Increase
40% - 10 yr 7.36 (137,289) 2,392,145
40%-20Yr 6.66 (137,289) 2,141,462
35%-10Yr 6.59 (137,289) 2,118,886
35%-20Yr 6.27 (137,289) 2,006,045
35%-15Yr 6.38 (137,289) 2,043,596
40% - 15 yr 6.89 (137,289) 2,224,699
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Witness: Jim Adkins

AVERAGE BILL FOR SCHEDULE | - RESIDENTIAL, FARM & CHURCH

Present Proposed
Customer Charge S 574 S 10.70
Energy Charge S 0.08563 S 0.08563
Present Proposed Increase
kWh Usage Rates Rates Amount Increase

0 S 574 § 10.70 § 4.96 86.4%
25 7.88 12.84 4.96 62.9%
50 10.02 14.98 4.96 49.5%
75 12.16 17.12 4.96 40.8%
100 14.30 19.26 4.96 34.7%
150 18.58 23.54 4.96 26.7%
200 22.87 27.83 4.96 21.7%
250 27.15 32.11 4.96 18.3%
300 31.43 36.39 4.96 15.8%
350 35.71 40.67 4.96 13.9%
400 39.99 44,95 4.96 12.4%
450 44.27 49.23 4.96 11.2%
500 48.56 53.52 4.96 10.2%
600 57.12 62.08 4.96 8.7%
700 65.68 70.64 4.96 7.6%
800 74.24 79.20 4.96 6.7%
900 82.81 87.77 4.96 6.0%
1,000 91.37 96.33 4.96 5.4%
1100 99.93 104.89 4.96 5.0%
1200 108.50 113.46 4.96 4.6%
1300 117.06 122.02 4.96 4.2%
1400 125.62 130.58 4.96 3.9%
1500 134.19 139.15 4.96 3.7%
1600 142.75 147.71 4.96 3.5%
1700 151.31 156.27 4.96 3.3%
1800 159.87 164.83 4.96 3.1%
1900 168.44 173.40 4.96 2.9%
2000 177.00 181.96 4.96 2.8%
2250 198.41 203.37 4.96 2.5%
2500 219.82 224.78 4.96 2.3%

Average Monthly Usage
1146 103.87 108.83 4.96 4.8%
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ASE NO. 2014-00159
REVENUE ANALYSIS

“GEHIBIT )
PAGE 10of 11
Witness: Jim Adkins

Rate Class Billing Determinants Actual Test Year Proposed Test Year
Type [ Amount Rates | Revenue | Percent Rates | Revenue | Increase
Schedule | Customer Charge 265,245 § 574 $ 1,522,506 553% $ 10.70 § 2,838,122 $ 1,315,615
Residential, Schools Energy kWh | 303,996,144/ 0.08563 $ 26,031,190 94.47% 0.08563 26,031,190 $ -
Churches $ 27,553,606 100.00% $ 28869311 $§ 1,315,615
Fuel Adjustment Clause -148,500
Environmental Surcharge 3,234,112
$ 30,639,308
Average Customer Amount $ 103.88
Increase $ 4.96
Percent 4.77%
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REVENUE ANALYSIS Witness: Jim Adkins
Rate Class Billing Determinants Actual Test Year Proposed Test Year
Type | Amount Rates | Revenue | Percent Rates | Revenue | Increase
Schedule 1 Customer Charge -
Marketing Rate Energy kWh 838,809 $ 0.05138 _§ 43,098 $ 0.05138 § 43,098 $ -
Power
Fuel Adjustment Clause -459
Environmental Surcharge 4,908
$ 47,547
Average Customer Amount $ 56.74
Increase 0

Percent 0
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REVENUE ANALYSIS Witness: Jim Adkins
Rate Class Billing Determinants Actual Test Year Proposed Test Year
Type [ Amount [ Rates | Revenue | Percent Rates | Revenue | Increase
Schedule Il Customer Charge 15633 $ 574 $ 89,733 6.22% $ 11.04 $ 172,588 $ 82,855
Commercial & Small Energy kWh
Power Single Phase First 3000 10,535,754 0.09519 $ 1,002,898 69.51% 0.09519 $ 1,002,898 $ -
Over 3000 3,942,995 0.08880 $ 350,138 24.27% 0.0888 $ 350,138 $ -
$ 1,442,770  100.00% $ 1,525,625 § 82,855
Fuel Adjustment Clause -7,074
Environmental Surcharge 173,407
$ 1,609,103
Average Customer Amount $ 92.29
Increase 5.30
Percent 5.74%
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Witness: Jim Adkins

Rate Class Billing Determinants Actual Test Year Proposed Test Year
Type [ Amount Rates | Revenue | Percent Rates | Revenue | Increase
Schedule I Customer Charge 1,727 $ 5.74 9,912.98 121%  § 11.04 19,066.08 9,153.10
Commercial & Small Demand Charge 38,733 4.22 163,454.56 19.92% 4,22 163,454.56 -
Power Three Phase Energy kWh
First 3000 2,926,272 0.09519 278,551.83 33.94% 0.09519 278,651.83 -
Over 3000 | 4,151,835] 0.08880 368,682.95 44.93% 0.08880 368,682.95 -
820,602.32 100.00% 829,755.42 9,153.10
Fuel Adjustment Clause -3,417
Environmental Surcharge 83,043
$ 900,228
Average Customer Amount $ 475.16
Increase 5.30
Percent 1.12%
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REVENUE ANALYSIS Witness: Jim Adkins
Rate Class Billing Determinants Actual Test Year Proposed Test Year
Type 1 Amount Rates | Revenue [ Percent Rates | Revenue [ Increase
Schedule Il Customer Charges 548 § - $ - $ 40.00 $ 21,920 $ 21,920
Three Phase Schools Energy kWh 16,989,450 0.07915 $ 1,344,715 100% 0.07915 % 1,344,715 $ -
and Churches $ 1,344,715 100% $ 1,366,635 $ 21,920
Fuel Adjustment Clause -10,926
Environmental Surcharge 151,546
$ 1,485,334
$ 2,454
Average Customer Amount 40.00
Increase 1.63%

Percent
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REVENUE ANALYSIS Witness: Jim Adkins
Rate Class Billing Determinants Actual Test Year Proposed Test Year
Type [ Amount Rates | Revenue | Percent Rates | Revenue | Increase
Schedule IV Customer Charges 33 - $ - 0.00% 50 § 1,650 $ 1,650
Large Power - Demand kW 96,652 6.55 633,073 29.30% 6.55 § 633,073 $ -
Industrial Energy kWh 30,205,800 0.05058 1,527,809 70.70% 0.05151 $ 1,555,901 § 28,091
$ 2,160,882 100.00% $ 2,190,623 $ 29,741
Fuel Adjustment Clause -9,022
Environmental Surcharge 221,335
$ 2,373,195
Average Customer Amount $ 65,481
Increase 901.25
Percent 1.38%



Rate Class

Schedule IV-A
Large Power -
Industrial

Fuel Adjustment Clause
Environmental Surcharge

Average Customer

CUMBERLANEG

CASE NO. 2014-00159
REVENUE ANALYSIS

Billing Determinants

Actual Test Year

PAGE 7 of 11
Witness: Jim Adkins

Proposed Test Year

Type | Amount [ Rates | Revenue | Percent | [ Rates | Revenue [ Increase |
Customer Charges 923 § - $ - 0.00% 40 $ 36,920 § 36,920
Demand kW 260,376 4.22 1,098,787 18.33% 432 % 1,124,824 26,037.60
Energy kWh | 80,549,2091 0.06078 4,895,781 81.67% 0.06078 $ 4,895,781 -

5,994,668 100.00% 6,057,525 § 62,958
-47 276
269,419 720,187
6,667,479
Amount $ 6,495
Increase 68.21
1.05%

Percent



Rate Class

Schedule Vi
Outdoor Lights -
Security Lights

Fuel Adjustment Clause
Environmental Surcharge

Average Customer

CUMBERLANDYJLEY ELECTRIC

L

PAGE 8 of 11

CASE NO. 2014-00159
REVENUE ANALYSIS Witness: Jim Adkins
Billing Determinants Actual Test Year Proposed Test Year
Type | Amount Rates | Revenue | Percent Rates | Revenue [ Increase
175W MV 95,468 8.25 787,611 60.58% 8.78 838,209 50,598
400W MV 11,672 12.28 142,104 10.93% 13.07 151,246 9,142
100W Open Bottom 13,712 8.27 113,398 8.72% 8.8 120,666 7,267
100W Colonial Post 0 9.32 - 0.00% 9.92 - -
100W Direct. Flood 327 10.03 3,280 0.25% 10.67 3,489 209
400W Direct. Flood 505 15.95 8,055 0.62% 16.98 8,575 520
400W Cobra Head 15,405 15.95 245,710 18.90% 16.98 261,577 15,867
136,989 1,300,158 100.00% - 1,383,762 83,604
-4,661
1,633
1,297,130
Amount 9.49
Increase 0.61
Percent 6.43%

11,103,122
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REVENUE ANALYSIS Witness: Jim Adkins
Rate Class Billing Determinants ] Actual Test Year Proposed Test Year
Type ] Amount | Rates | Revenue | Percent | | Rates | Revenue | Increase |
Schedule V Customer Charges 0 $ 61467 $ -
Large Power Rate Contract Demand kW 0 6.19 & -
1,000 to 1,500 kW Excess Demand kW 0 8.98 $ -

Energy kWh 0 0.05639 $ -
Fuel Adjustment Clause
Environmental Surcharge
Average Customer Amount

Increase

Percent
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REVENUE ANALYSIS Witness: Jim Adkins
Rate Class Billing Determinants Actual Test Year Proposed Test Year
Type I Amount | Rates | Revenue | Percent Rates | Revenue | Increase
Schedule V-A Customer Charges 0 $ 1,227.79 0
Large Power -Industrial  Contract Demand kW 0 6.19 0
2,500 kW and greater Excess Demand kW 0 8.98 0
Energy kWh 0 0.04908 0

Fuel Adjustment Clause
Environmental Surcharge

Average Customer Amount
Increase
Percent




SUMMARY

TOTALS

kWh

Rounding

Base Rates

Fuel Adjustment Clause
Environmental Surcharge

CUMBERLANDY JZEY ELECTRIC

CASE NO. 2014-00159 PAGE 11 of 11
REVENUE ANALYSIS Witness: Jim Adkins
Billing Determinants | Actual Test Year Proposed Test Year
Type | Amount [ Rates | Revenue | Percent | [ Rates | Revenue | Increase |
465,239,391

(709)

$ 40,660,489 $ 42,265626 $ 1,605,137
-231,335
4,590,171

$ 45,019,324 3.95%
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Cumberland Valley Electric
Case No. 2014-00159

Computation of Rate of Return
December 3 1,2013

Actual Adjusted
Test Year Test Year
Net margins $ 3,031,856 $ 911,094
Non-cash patronage dividends (2,957,019) -
Interest on long-term debt 354,342 911,094
Total 3 429,179 $ 1,822,188
Net rate base $ 64,147,015 $ 83,763,823
Rate of return 0.67% 2.18%
Equity Capitalization $ 76,315,082 $ 54,197,064
Rate of return 0.56% 3.36%
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Cumberland Valley Electric
Case No. 2014-00159

Determination of Rate Base

Exhibit K
page 2 of 9
Witness: Jim Adkins

Adjusted
Test Year

$ 95,868,118
740,992

175,484

911,086

97,695,679

13,844,307
87,549

$ 83,763,823

December 31, 2013
Actual
Test Year
Gross rate base:
Total electric plant $ 95,868,118
Material and supplies 740,992
(13 months average for test year)
Prepayments 175,484
(13 months average for test year)
Working capital:
12.5% of operating expense
less cost of power 932,570
97,717,163
Deductions from rate base:
Accumulated depreciation 33,482,599
Consumer advances 87,549
Net rate base $ 64,147,015
Material Prepayments
December 700,215 46,119
January 727,988 144,873
February 780,466 137,255
March 783,170 129,630
April 791,792 278,691
May 883,306 276,023
June 863,355 267,683
July 882,933 255,477
August 934,890 242,395
September 821,512 193,680
October 464,235 144,608
November 502,353 95,169
December 496,675 69,683
Average 740,992 175,484
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12
13
14
15
16
17
18
18
20
21

23
24
25
26
27
28
29
30
31
32
33

35
36
37
38
39
40

Net margins
Interest on long-term debt

Total
Net rate base

Rate of return

Return excluding G & T
patronage dividends:

Net margins
G & T patronage dividends
Interest on long-term debt

Total
Net rate base

Rate of return, excludingG& T

Cumberland Valley Electric

Case No. 2014-00159
Computation of Rate of Return

Exhibit K
page 3 of 9
Witness: Jim Adkins

December 31, 2013
Calendar Year
Test Year 1st 2nd 3rd 4th 5th
2013 2012 2011 2010 2009 2008
$3,031,856 $606,340 $1,717,963 $1,224,225 ($241,782) ($345,378)
354,342 1,006,692 1,166,577 1,228,900 1,370,862 1,487,150
3,386,198 1,613,032 2,884,540 2,453,125 1,129,080 1,141,772
64,147,015 51,390,110 50,926,496 49,038,702 47,875,588 45,571,764
2.28% 114% 2.606% 200% 2.30% 221%
Calendar Year
Test Year Ist 2nd 3rd 4th 5th
2013 2012 2011 2010 2009 2008
$3,031,856 $606,340 $1,717,963 $1,224,225 ($241,782) (8345,378)
2,957,019 2,957,019 776,855 825,375 240,385 0
354,342 1,006,692 1,166,577 1,228,900 1,370,862 1,487,150
429,179 (1,343,987) 2,107,685 1,627,750 888,695 1,141,772
64,147,015 51,390,110 50,926,496 49,038,702 47,875,588 45,571,764
Q gzog _2 gzog g Hog 3 ggog ] ggog 2 E]Of
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page 4 of 9
Cumberland Valley Electric Witness: Jim Adkins
Case No. 2014-00159
Determination of Rate Base
December 31, 2013
Calendar Year
Test Year 1st 2nd 3rd 4th 5th
2013 2012 2011 2010 2009 2008
Gross rate base:
Total electric plant $95,868,118 $63,417,416 $61,475,447 $58,164,465 $55,788,564 $52,788,081
Material and supplies (13 mo. ave test year) 740,992 267,444 362,153 564,598 406,964 353,230
Prepayments (13 mo. ave test year) 175,484 46,979 44,070 43,323 7,198 44,863
Working capital:
12.5% of operating expense
less cost of power 932,570 918,415 820,285 780,681 731,577 682,357
97,717,163 64,650,254 62,701,955 59,553,067 56,934,303 53,868,531
Deductions from rate base:
Accumulated depreciation 33,482,599 13,018,327 . 11,589,710 10,326,218 8,873,809 8,116,177
Consumer advances 87,549 241,817 185,749 188,147 184,906 180,590
Net rate base $64,147,015 $51,390,110 $50,926,496 $49,038,702 $47,875,588 $45,571,764
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Cumberland Valley Electric
Case No. 2014-00159
TIER and DSC Calculations

December 31, 2013
Actual
Test Year
TIER:
Margins, excluding G&T capital credits $74,837
Interest on long term debt 354,342
TIER 1.21
DSC:
Margins, excluding G&T capital credits $74,837
Depreciation expense 3,115,270
Interest on long term debt 354,342
Principal payment on
long term debt 2,108,110
DSC 1.44

DSC=

Exhibit K
page 5 of 9
Witness: Jim Adkins

Adjusted
Test Year

$911,094
911,094

2.00

$911,094
2,982,872

911,094
2,108,110

1.59



TIER calculations:

Margins, excluding G&T
capital credits

Interest on long term debt
Modified TIER

Margins, including G&T
capital credits

Interest on long term debt

TIER

DSC calculations:

Cumberland Valley Electric
Case No. 2014-00159
TIER and DSC Calculations
December 31, 2013

Exhibit K
page 6 of 9

Witness: Jim Adkins

Calendar Year

DSC = ((Margins + depreciation + interest)

/ (interest + principal payments))

Margins, excluding G&T
capital credits

Depreciation expense

Interest on long term debt

Principal payment on
long term debt

Modified DSC

Margins, including G&T
capital credits

Depreciation expense

Interest on long term debt

Principal payment on
long term debt

DSC

Test Year Ist 2nd 3rd 4th 5th 6 7

2013 2012 2011 2010 2009 2008 2007 2006
74,837 (2,350,679) 941,108 398,850 (482,167) (345,378) 1,306,875 1,231,132
354,342 1,006,692 1,166,577 1,228,900 1,370,862 1,487,150 1,404,391 1,536,005
1.21 (1.34) 1.81 1.32 0.65 0.77 1.93 1.80

&

3,031,856 606,340 1,717,963 1,224,225 (241,782) (345,378) 1,306,875 1,231,132
354,342 1,006,692 1,166,577 1,228,900 1,370,862 1,487,150 1,404,391 1,536,005
9.56 1.60 247 2.00 0.82 0.77 1.93 1.80
74,837 (2,350,679) 941,108 398,850 (482,167) (345,378) 1,306,875 1,231,132
3,115,270 2,889,514 2,735,736 2,293,879 1,596,675 1,529,112 2,023,252 772,795
354,342 1,006,692 1,166,577 1,228,900 1,370,862 1,487,150 1,404,391 1,536,005
2,108,110 1,419,538 1,359,625 1,331,253 1,170,651 958,715 2,023,252 772,795
L44 0.64 122 133 098 L09 L33 133
3,031,856 606,340 1,717,963 1,224,225 (241,782) (345,378) 1,306,875 1,231,132
3,115,270 2,889,514 2,735,736 2,293,879 1,596,675 1,529,112 2,023,252 772,795
354,342 1,006,692 1,166,577 1,228,900 1,370,862 1,487,150 1,404,391 1,536,005
2,108,110 1,419,538 1,359,625 1,331,253 1,170,651 958,715 2,023,252 772,795
2.64 136 222 L85 L07 L09 L38 133
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Cumberland Valley Electric
Case No. 2014-00159
TIER and DSC Calculations
December 31, 2013
8 9 10 11 12 13 14 15

TIER calculations: 2005 2004 2003 2002 2001 2000 1999 1998
Margins, excluding G&T

capital credits 1,582,741 1,269,802 1,138,484 400,751 1,156,863 1,205,193 938,655 546,389
Interest on long term debt 1,586,100 1,499,454 1,325,488 1,219,580 1,043,979 1,015,690 959,725 807,272

Modified TIER 2.00 1.85 1.86 1.33 2.11 2.19 1.98 1.68
Margins, including G&T

capital credits 1,582,741 1,269,802 1,138,484 400,751 1,156,863 1,205,193 938,655 546,389
Interest on long term debt 1,586,100 1,499,454 1,325,488 1,219,580 1,043,979 1,015,690 959,725 807,272

TIER 2.00 1.85 1.86 1.33 2.11 2.19 1.98 1.68
DSC calculations:

DSC = ((Margins + depreciation + interest)

/ (interest + principal payments))
Margins, excluding G&T

capital credits 1,582,741 1,269,802 1,138,484 400,751 1,156,863 1,205,193 938,655 546,389
Depreciation expense 696,986 627,027 546,526 499,231 488,541 488,149 450,404 439,712
Interest on long term debt 1,586,100 1,499,454 1,325,488 1,219,580 1,043,979 1,015,690 959,725 807,272
Principal payment on

long term debt 696,986 627,027 546,526 499,231 488,541 488,149 450,404 439,712

Modified DSC L69 L60 1.6] 1.23 175 L.80 1.67 L44
Margins, including G&T

capital credits 1,582,741 1,269,802 1,138,484 400,751 1,156,863 1,205,193 938,655 546,389
Depreciation expense 696,986 627,027 546,526 499,231 488,541 488,149 450,404 439,712
Interest on long term debt 1,586,100 1,499,454 1,325,488 1,219,580 1,043,979 1,015,690 959,725 807,272
Principal payment on

long term debt 696,986 627,027 546,526 499,231 488,541 488,149 450,404 439,712

DSC 169 L60 Lol 123 LIS 130 L.67 L44
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Equity Capitalization:

without G&T patronage capital

Total margins and equities
Less G&T Patronage capital

Long-term debt
Total
Equity capitalization ratio

Equity Capitalization:
with G&T patronage capital

Total margins and equities
Long-term debt

Total
Equity capitalization ratio

Equity to Total Assets:
with G&T patronage capital

Total margins and equities
Total assets

Equity to total asset ratio

Cumberland Valley Electric
Case No. 2014-00159
Equity Capitalization
December 31, 2013

Exhibit K
page 8 of 9

Witness: Jim Adkins

Test Calendar Year
Year
Proposed 2013 2012 2011 2010 2009 2008 2007
17,976,154 40,094,172 18,367,048 17,875,000 16,325,302 16,774,260 17,144,018 19,208,836
7,592,151 7,592,151 7,592,151 6,815,296 5,989,921 5,749,536 5,749,536 5,749,536
10,384,003 32,502,021 10,774,897 11,059,704 10,335,381 11,024,724 11,394,482 13,459,300
43,813,061 43,813,061 37,842,536 36,262,074 34,621,700 35,952,952 31,663,602 38,956,192
54,197,064 76,315,082 48,617,433 47,321,778 44,957,081 46,977,676 43,058,084 52,415,492
19% 2% 2% 2% 23% 23% 2% 26%
17,976,154 40,094,172 18,367,048 17,875,000 16,325,302 16,774,260 17,144,018 19,208,836
43,813,061 43,813,061 37,842,536 36,262,074 34,621,700 35,952,952 31,663,602 38,956,192
61,789,215 83,907,233 56,209,584 54,137,074 50,947,002 52,727,212 48,807,620 58,165,028
22% 48% 3% 3% 2% 2% 3% 3%
17,976,154 40,094,172 18,367,048 17,875,000 16,325,302 16,774,260 17,144,018 19,208,836
65,489,842 94,207,169 66,307,439 65,216,973 62,876,518 59,502,658 55,798,163 61,916,128
7202 4302 zgoi gzoi zﬁng 2802 :]% :]oi
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Equity Capitalization:
without G&T patronage capital

Total margins and equities
Less G&T Patronage capital
Long-term debt

Total
Equity capitalization ratio

Equity Capitalization:
with G&T patronage capital

Total margins and equities
Long-term debt

Total
Equity capitalization ratio

Equity to Total Assets:
with G&T patronage capital

Total margins and equities
Total assets

Equity to total asset ratio

Cumberland Valley Electric
Case No. 2014-00159
Equity Capitalization
December 31,2013

Exhibit K
page9of 9

Witness: Jim Adkins

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
18,470,849 17,766,967 16,851,711 15,651,417 14,893,784 14,209,771 14,448,356 13,637,844 12,549,250 11,967,312
5,749,536 5,749,536 5,749,536 5,749,536 5,749,536 5,749,536 5,749,536 5,749,536 5,749,536 5,749,536
12,721,313 12,017,431 11,102,175 9,901,881 9,144,248 8,460,235 8,698,820 7,888,308 6,799,714 6,217,776
36,164,171 36,959,909 32,372,777 29,048,712 25,740,740 24,287,265 20,656,473 18,820,514 18,620,664 16,939,007
48,885,484 48,977,340 43,474,952 38,950,593 34,884,988 32,747,500 29,355,293 26,708,822 25,420,378 23,156,783
20% 23% 20% 29% 2% 2% 0% 0% 2% 2%
18,470,849 17,766,967 16,851,711 15,651,417 14,893,784 14,209,771 14,448,356 13,637,844 12,549,250 11,967,312
36,164,171 36,959,909 32,372,777 29,048,712 25,740,740 24,287,265 20,656,473 18,820,514 18,620,664 16,939,007
54,635,020 54,726,876 49,224 488 44,700,129 40,634,524 38,497,036 35,104,829 32,458,358 31,169,914 28,906,319
4% 2% 4% 3% 2% 3% 4l% 42% 40% Al%
i
18,470,849 17,766,967 16,851,711 15,651,417 14,893,784 14,209,771 14,448,356 13,637,844 12,549,250 11,967,312
58,600,742 58,265,269 52,243,971 48,193,455 43,820,838 41,678,530 37,635,992 35,134,408 34,036,218 31,069,920
3201 égog 3203 32% ggoi 3402 aﬁoz i ;202 3201 §2og
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Cumberland Valley Electric
Case No. 2014-00159

Reconciliation of Rate Base and Capital
December 31, 2013

Reconciliation of Rate Base and Capital used to determine revenue
requirements are as follows:

Exhibit L
page 1 of 1
Witness: Jim Adkins

Equity Capitalization, with G&T capital credits $ 82,907,233
G&T capital credits (7,592,151)
Equity, excluding G&T capital credits 75,315,082
Reconciling items: '
Capital credits from associated organizations
(Allocated but unpaid) (14,619,109)
Working capital requirements 932,570
Material and supplies, 13 month average 740,992
Prepayments, 13 month average 175,484
Cash and temporary investments (1,514,221)
Accounts receivable (5,635,829)
Material and supplies (496,675)
Prepayments (79,310)
Deferred charges (884,355)
Accumulated operating provisions 3,324,752
Accounts payable 3,968,442
Short term borrowings -
Consumer deposits 1,348,825
Accrued expenses 1,570,368
Net Rate Base $ 64,147,015
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12:34:24 PM

Account Description

107.2 CONST WORK IN PROGRESS

107.53 WK IN PROG-RADIO TOWER @ ROCKHOLD
107.75 WK IN PROG-OFFICE REMODEL @ GRAY
107.8 WK IN PROG-GRAY OFFICE ADDITION
108.6 ACCUM PROV-DEPR OF DIST PT

108.7 ACCUM PROV-DEPR OF TRANS

108.71 ACCUM PROV-DEPR OF COMMUN EQUI
108.72 ACCUM PROV-DEPR OR GRAY OFF
108.73 ACCUM PROV-DEPR FOR OTHER

108.8 RETIREMENT WORK IN PROGRESS
123.11 PATRON CAPITAL-EAST KY RECC

123.12 PATRON CAPITAL-KY RECC-KAEC
123.14 PATRON CAPITAL-STATEWIDE RECC-UUS
123.15 PATRON CAPITAL-ASSOC COOP-CFC
123.16 PATRON CAPITAL-NISC

123.17 PATRON CAPITAL-FEDERATED INS
123.18 PATRON CAPITAL-COBANK

123.22 INVEST IN CAP TERM CERT CFC

123.23 OTHER INVEST IN ASSOC ORGAN

123.24 INVEST-ENVISION

12326 INVEST-ASSOC COMP EKY MEMBER
123.3 INVEST-CFC MBR CAP SECURITIES

1280 OTHER SPEC FDS-DEFERR COMP

128.1 SPEC FDS RESERVE-DEFERR COMP
131.12 CASH-GENERAL COMMERCIAL

131.13 CASH-COMMERCIAL BANK CUMBERLAND
131.15 CASH-E ACCOUNT-COMMERCIAL BANK
13125 CASH-CAPITAL CREDITS COMMERCIAL
134.0 SPECIAL DEPOSITS

134.1 SPEC DEPOSIT-WATER DEPOSIT TOTZ
1350 WORKING FUNDS

136.0 TEMPORARY CASH INVESTMENTS

142.0 CONSUMER ACCOUNTS

143.0 OTHER ACCOUNTS RECEIVABLE

144.2 ACCUM PROV UNCOLL CONS ACCTS
144.21 ACCURAL OF BAD DEBTS

154.0 MATERIALS-SUPPLIES-ELEC

154.1 MATERIALS-SUPPLIES-FUEL

165.12 PREP INS BARB INS AGCY VARIOUS
165.13 PREP INS BARB INS AGCY AUTO

165.14 PREPAID INS-DIRECTORS LIA

1654 PREPAID GPS FOR TRUCKS

165.5 PREPAID FOR UNIFORMS

171.0 INT AND DIVIDEND RECEIC CFC

yJo 1 a8eg
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General
Chart of Accounts
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Account Description

186.3 MISC DEF DEBITS-RS PREPAYMENT
200.1 MEMBERSHIPS ISSUES

201.1 PATRONS CAPITAL CREDITS

208.0 DONATED CAPITAL

215.0 ACCUM OTHER COMPREHENSIVE INCOME
217.0 Capital Credit Unclaimed

217.1 Capital Credit Retire No check

219.1 OPERATING MARGINS

219.2 NONOPERATING MARGINS

224.14 OTHER LONG TERM DEBT-NCSC
224.15 OTHER LONG TERM DEBT-COBANK
2243 LONG-TERM DEBT-CONST NOTE EXEC
22435 L-T DEBT-FFB CONST NOTE EXEC
224.45 . FFB NOTES EXECUTED-CONST DEBIT
224.6 ADV PMTS UNAPPLIED - L-T DEBT
2283 ACCUM PROV FOR PENS & BEN

232.1 ACCOUNTS PAYABLE-GENERAL
23237 ACCTS PAYABLE-FLOWER FUND

235.0 CONSUMER DEPOSITS

235.1 CONSUMER DEPOSITS-CATV

236.1 ACC PROPERTY TAXES

236.2 ACC US SOC SEC TAX-UNEMPLO

236.4 ACC ST SS TAX-UNEMPLOYMENT
236.5 ACC ST SALES TAX-CONSUMERS
236.51 ACC STATE SALES TAX-OTHER

236.54 ACCR FRANCHISE TAX-CUMBERLAND
236.65 ACCR SCHOOL TAX

237.1 INT ACC-REA CONST OBLIGATION
237.25 INTEREST ACCRUED NCSC

2376 ACC INT ON CONSUMER DEPOSITS
241.1 TAX COLL PAYABLE-STATE INC
241.15 TAX COLL PAYABLE-WHITLEY OCCUP
241.17 TAX COLL PAYABLE-LESLIE OCCUP
2412 TAX COLL PAYABLE-KNOX OCCUP
24231 OTH CURR-ACC LIAB=SICK LEAVE
24232 OTH CURR-ACC LIAB - VACATION
252.3 ADV CONST REFUNDABLE

2533 OTH DEFERR CR-ADV FOR CONST
2535 ADV FOR CONST-LONNIE COLLETT DEC'13-1¢
360.1 LAND RIGHTS

362.0 STATION EQUIPMENT

362.01 TS2 STATION EQUIPMENT

364.0 POLES-TOWERS-FIXTURES

365.0 OVERHEAD COND AND DEVICES

‘
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Chart of Accounts
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Account Description

3670 UNDERGROUND COND AND DEVICES
368.0 LINE TRANSFORMERS

369.0 SERVICES

370.0 METERS

370.1 TURTLES

370.11 TURTLET

370.12 METER W/DISCONNECT SWITCH
370.15 REMOTE SERVICE SWITCHES

371.0 INSTALL ON CONSUMERS PREMISES
389.1 LAND RTS-GEN PLT-OFF SITE GRA
389.2 LAND CUMBERLAND OFFICE

390.0 STRUCTURES CUMBER. RADIO SHACK
390.1 STRUCTURES-IMPROVE-GRAY OFF
390.15 STRUCTURES-IMPROVE-GRAY ENG
390.17 STRUCT-IMPROV GRAY TRANS BLDG
390.18 STRUCT-IMPROV GRAY TRANS #2 BLDG
390.19 STRUCT-GENERATOR BLDG-GRAY
390.2 STRUCTURES CUMBERLAND OFFICE
39021 STRUCTURES CUMBERLAND GARAGE
391.0 OFFICE FURN AND EQUIP

392.0 TRANSPORTATION EQUIPMENT

3940 TOOLS-SHOP-GARAGE EQUIP

395.0 LABORATORY EQUIPMENT

396.0 POWER OPERATED EQUIPMENT

3970 COMMUNICATIONS EQUIPMENT

398.0 MISCELLANEOUS EQUIPMENT

403.6 DEPT EXP-DISTRIBUTION PLANT
403.7 DEPT EXP-GENERAL PLANT

408.0 TAXES-OTHER THAN INCOME TAXES
4193 INT DIV INCOME-P AND P INVEST
419.4 INTEREST AND DIVIDEND INC CFC
423.0 GEN-TRANS COOP CAPITAL CREDITS
424.0 OTH CAP CR-PATRON CAP ALLOC
426.1 DONATIONS

426.11 DONATIONS-SCHOLARSHIPS

426.12 DONATIONS-MEMBERSHIPS, DUES
427.1 INT ON REA CONST LOAN

427.15 INT ON FFB CONST LOAN

4272 INT ON OTHER LONG TERM DEBT CFC
427.25 INT ON OTHER LONG TERM DEBT NCSC
42726 INT ON OTHER LONG TERM DEBT-COBANK
431.0 INTEREST EXP-OTHER

431.1 INT EXP-CFC LINE OF CREDIT

440.1 RESIDENTIAL SALES-RURAL FARM

¥ Jo ¢ 98eg
W Hquyxg



CUMBERLAND

12:34:24 PM

General
Chart of Accounts
Div. Account Description
0 440.11 RESIDENTIAL SALES-ENVIROWATTS
0 4421 COMM-INDUST SALE-SMALL
0 4422 COMM-INDUST SALES-LARGE
0 450.0 FORFEITED DISCOUNTS
0 451.0 MISC SERVICE REVENUES
0 454.0 RENT FROM ELECTRIC PROPERTY
0 456.0 OTHER ELEC REVENUES
0 555.0 PURCHASED POWER
0 582.0 STATION EQUIPMENT
0 583.0 OVERHEAD LINE EXPENSE
0 584.0 UNDERGROUND LINE EXP
0 586.0 METER EXPENSES
0 587.0 CONSUMER INSTALL EXPENSES
0 588.0 MISC DISTRIBUTION EXPENSE
0 589.0 RENTS
0 593.0 MAINT OF OVERHEAD LINES
0 593.01 RIGHT OF WAY CUTTING
0 593.02 RIGHT OF WAY MATERIALS
0 593.03 4 RIGHT-OF-WAY BUSHHOGGING
0 5950 MAINT OF LINE TRANSFORMERS
0 597.0 MAINTENANCE OF METERS
0 597.1 MAINT OF METERS-METER TEST FEE
0 598.0 MAINT OF MISC DISTR PLANT
0 902.0 METER READING EXPENSES
0 903.0 CONSUMER RECORDS-COLLECT EXP
0 903.1 CONS REC-COLL EXP-OVER-UNDER
0 904.0 UNCOLLECTIBLE ACCOUNTS
0 908.0 CUSTOM ASSIST EXP
0 909.0 INFO AND INST ADV EXP
0 920.0 ADMIN AND GENERAL SALARIES
0 921.0 OFFICE SUPPLIES AND EXPENSES
0 923.0 QUTSIDE SERVICES EMPLOYED
0 929.0 DUPLICATE CHARGES
0 930.1 MISC GENERAL EXP-DIRECTORS EXP
0 930.11 GENERAL ADVERTISING EXP
0 930.2 MISC GENERAL EXPENSE-OTHER
0 930.3 MISC GEN EXP-CAPITAL CREDITS
0 930.4 MISC GEN EXP-ANNUAL MEETING
0 932.0 IV{IAI'NT OF GEN PLANT
0 998.1 Profit Clearing Operating
0 998.2 Profit Clearing Non Operating







Kentucky 57

Cumberland Valley Electric
Gray, Kentucky

Audited Financial Statements
May 31, 2013 and 2012

Alan M. Zumstein
Certified Public Accountant
1032 Chetford Drive
Lexington, Kentucky 40509
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Independent Auditor’s Report

To the Board of Directors
Cumberland Valley Llectric
Gray, Kentucky

Report on the Financial Statements

I have audited the accompanying financial statements of Cumberland Valley Eleetric, which comprise the
balance sheetls as of May 31, 2013 and 2012, and the related statements of revenue and comprehensive
income, changes in equities, and cash flows for the years then ended, and the related notes to the {inancial
statements.

Management’s Respeonsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
prescntation of financial statements that are free from material misstatement, whether due to fraud or
¢rror.

Aunditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audits. | conducted
my audiis in accordance with auditing standards generally accepted in the United States of American and
the standards applicable to financial audits contained in Government Auditing Stundards, issued by the
Comptroller General of the United States. Those standards require that | plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing proccdures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of malerial misstatement of the financial statements, whether due to fraud or error.
{n making those risk asscssments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, 1 express no such opinion. An audit also includes cvaluating the
appropriateness of accounting policics used and the reasonableness of significant accounting cstimales
made my management, as well as evaluating the overall presentation of the financial statements.

1 believe the audit evidence 1 have cbiained is sufficient and appropriate 1o provide a basis for my audit
opinion.



Opinion

In my opmion, the financial statements referred to above present fairly, in all material respects, the
financial position of Cumberland Valley Electric as of May 31, 2013 and 2012, and the results of their
operations and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also issued a report dated August 6, 2013, on
my consideration of Cumberland Valley Electric’s internal control over financial reporting and my tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matiers. The purpose of that report is to describe the scope of my testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering internal control over financial reporting
and compliance.

Alin M. Zesnatiin

Alan M. Zumstein, CPA
August 6, 2013
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Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

T'o the Board of Directors
Cumberland Valley Electric

I have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Cumberland
Valley Electric, which comprise the balance sheets as of May 31, 2013 and 2012, and the related
statements of revenue and comprehensive income, members’ equities and cash flows for the years
then ended, and related notes to the financial stalements, and have issued my report thereon dated
August 6, 2013,

Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining effective internal control over financial
reporting. In planning and performing my audit, I considered Cumberland Valley’s internal control
over financial reporting as a basis for designing my auditing procedures for the purpose of expressing
my opinion on the financial statements, but not for the purpose of expressing an opinion on the
cffectiveness of Cumberland Valley’s internal control over financial reporting. Accordingly, [ do no
express an opinion on the effectiveness of Cumberland Valley’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employecs, in the normal course of performing their assigned functions, to prevent, or
detect and corrcet misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial siatements will not be prevented, or detected and
corrected on a imely basis.

My consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal controi
over financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. |
did not identify any deficiencies in internal control over finaacial reporting that | consider to be
matcrial weaknesses, as defined previously.



To the Board of Directors
Cumberland Valley Electric
Page - 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cumberland Valley's financial statements
are free of material misstatement, 1 performed test of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of my audit, and accordingly, I do not
express such an opinion. The results of my tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

This report is intended solely for the information and use of the audit committee, management, the
Rural Utilities Service, and supplemental lenders, and is not intended to be and should not be used by
anyone other than these specified parties.

Alan M. Zumstein, CPA
August 6, 2013
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Cumberland Valley Electric
Balance Sheets, May 31, 2013 and 2012

Assets

Electric Plant, at original cost:
In scrvice
Under construction

Less accumulated depreciation

Investments in Associated Organizations

Current Assets:
Cash and cash equivalents
Accounts receivable, less allowance for

2013 0f $210,844 and 2012 of §177,175

Other receivables
Material and supplies, at average cost
Other current assets

Accelerated Pension Payments

Total

Members' Equities and Liabilitics

Members' Equities:
Memberships
Patronage capital
Other equities
Accumulated other comprehensive income

Long Term Debt

Accumulated Postretirement Benefits

Current Liabilities:
Accounts payable
Current portion of long term debt
Consumer deposits
Accrucd expenses

Consumer Advances

Total

013 2012
92,575,223 88,137,134
1,339,667 602,410
93,914,890 88,739,544
33,392,540 31,667,980
60,522,350 57.071,564
19,254,797 16,861,441
1,869,020 2,794,101
3,374,559 3,541,250

72,316 123,131

883,306 692,941

697,849 631,225

. 6,897,050 7,782,648

914,847 -
87,589,044 81,715,653

430,680 428,615
36,296,899 34,276,878
2,223,418 1,985,731
(907.424) (960,044)
38,043,573 35,731,180
38,242,743 34,839,683
3,269,677 3,147,531
3,160,437 3,035,281
2,000,000 2,000,000
1,328.650 1,397,010
1,476,939 1,481,241
7,966,026 7,913,532

67,025 83,727

$ $7.589,044 $ 81,715,653

The accompanying notes are an integral pant of the financial statements.
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Statements of Revenue and Comprehensive Income

for the years coded May 31, 2013 and 2012

Operating Revenues
Sale of electric energy
Other electric revenues

Operating Expenses:
Cost of power
Distribution - operations
Distribution - maintenance
Consumer accounts
Customer services
Administrative and general
Depreciation, excluding $278,449 in 2013 and
$261,699 in 2012 charged to clearing account
Taxes

Operating margins before interest charges

Interest Charges:
Long-term debt
Other

Operating margins after interest charges

Nonoperating Margins
Interest income
Others

013

$ 46,017,581

2012

$ 46,687,233

Patronage Capital Credits

Net Margins

Other comprehensive income
Accumulated postretirement benefits

Net Comprehensive Income

1,664,499 1,493,322
47,682,080 48.180,555
36,835,475 36,690,158

1,286,428 1,398,571

2,815,620 2.589412

1,863,503 1,852,920

203,305 122,817
1,289,879 1,257,081
3,027,045 2,908,404

52,902 47.235

47 374,157 46,866,598
307,923 1,313,957
394,376 428,906
9,761 78,067

404,137 506,973

(96,214) 806,984

123,477 161,975

(9.303) 48,627

114,172 210,602
2,416,008 2,756,387
2.433.966 3,773,973

52,620 52,620
$ 2,486,586 $ 3,826,593

The accompanying notes are an integral part of the financial statements.
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Statement of Changes in Members' Equity

for the years ended May 31, 2013 and 2012

S Accumulated
Other Total
Patronage Other Comprehensive  Members'
Memberships Capital Equity Income Equity
Balance - Beginning of year $ 428,025 $30,502,864 $ 1,985,976 § (1.012,664) $ 31,904,201

Comprehensive income:

Net margins 3.773.973 3,773,973
Postretirement benefit obligation
Amortization 52,620
Adjustments - 52,620
Total comprehensive income 3,826,593
Net change in memberships 590 590
Refunds of capital credits -
Other equities 41 (245) (204)
Balance - May 31, 2012 428,615 34,276,878 1,985,731 (960,044) 35,731,180
Comprehensive income:
Nel margins 2,433,966 2,433,966
Postretirement benefit obligation
Amortization 52,620
Adjustments - 52,620
Tolal comprehensive income 2,486,586
Net change in memberships 2.065 2,065
Refunds of capital credits (413,945) (413,943)
Other cquities 237,687 237,687
Balance - May 31, 2013 $ 430,680 $ 36,296,899 $2223418 $ (907,424) $ 38,043,573

‘The accompanying noles are an integral part of the financial statements.
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Statements of Cash Flows
for the years ended May 31, 2013 and 2012

Cash Flows fram Operating Activities:
Net margins

Adjustments to reconcile 1o net cash provided

by operating activities:
Depreciation:
Charged 1o expense
Charged to clearing accounts
Patronage capital credits assigned

Accumulated postretirement benefits

Past service pension costs

Change in assets and liabilities:
Receivables
Material and supplies
Other assets
Payables
Consumer deposits and advances
Accrued expenses

Cash Flows from Investing Activities:
Plant additions
Plant removal costs
Salvage recovered from retired plant
Receipts from other investments, net

Cash Flows from Financing Activities:

Net increase in memberships
Increase in other equities
Refund of capital credits
Advances of long term debt
Payments on long term debt

Advance payments on long term debt

Met increase in cash

Cash and cash cquivalents, beginning of year

Cash and cash cquivalents, end of year

Supplemental cash flows information:
Interest paid on long-term debt

Exhibit N
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2013 012
$ 2,433,966 $ 3,773,973
3,027,045 2,908,404
278,449 261,699
(2,416,008) (2,756,387)
174,766 166,938
(914,847) 68,781
217,506 (135,070)
(190,365) (49,939)
(66,624) (19,426)
125,156 37,336
(85,062) 323,029
(4,302) 103,231
2,579,680 4,682,569
(6,436,369) (4,668,463)
(422,023) (434,016)
102,112 139,160
22,652 15,991
(6,733,628) (4,947,328)
2,065 590
237,687 (245)
(413,945) 41
5,340,000 4,000,000
(1,874.,964) (1,920,004)
(61,976) (87.533)
3,228,867 1,992,849
(925,081) 1,728,090
2,794,101 1,066,011

$ 1,869,020 §  2,794,10]
$ 393359 $ 432073

The accompanying rotes are n integral part of the financial stalements.
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Notes to Financial Statements

Nete 1. Summary of Significant Accounting Policics
re

Cumberland Valley Electric (*Cumberland Valley”) maintains its records in accordance with the policies
prescribed or permitted by the Kentucky Public Service Commission (“PSC”) and the United States
Department of Agriculture, Rural Utilities Service (“RUS™), which conform in all material respects with
gencrally accepted accounting principles. The more significant of these policies are as follows:

Electric Plant  Electric plant is stated at original cost, which is the cost when first dedicated to public
service. Such amount includes applicable supervisory and overhead cost including any construction period
interest and taxes. There was no interest required Lo be capitalized during the year.

The cost of maintenance and repairs, including renewals of minor items of property, is charged to operating
expense. The cost of replacement of depreciable property units, as distinguished from minor items, is
charged to electric plant. The units of property replaced or retired, including cost of removal, net of any
salvage value, is charged to accumulated depreciation for distribution plant. Gain or loss is recognized on
disposition of general plant items. Electric plant consists of:

2013 2012
Distribution plant $85,492,778 $81,411,114
General plant 7,082,445 6,726,020
Total $92,575,223 $88,137,134

Depreciation  Provision has been made for depreciation on the basis of the estimated lives of assets, using
the straight-line method. Depreciation rates range from 2.33% to 5.44%, with a composite rate of 3.37% for
distribution plant. General plant rates are as follows:

Structures and improvements 2.5%
‘I'ransportation equipment 11.3%
Office furniture and equipment 5.0%
Other general plant 4.0% - 6.0%

Cash and Cash Equivalents Cumberland Valley considers all short-term, highly liquid investments with
original maturities of three months or less to be cash equivalents.

Off Balance Sheet Risk Cumberland Valley has off-balance sheet risk in that they maintain cash deposits
in financial institutions in excess of the amounts insured by the Federal Deposit Insurance Corporation
(FDIC) at various time during the month. These financial institutions have strong credit ratings and
management believes that the credit risk related to the accounts is minimal. Cumberland Valley’s primary
bank deposits in excess of the FDIC limits are 100% secured with collateral from the financial institution.

Revenne Cumberland Valley records revenue as billed to its consumers based on monthly meter-reading
cyeles. All consumers are required to pay a refundable deposit, however, it may be waived under ceriain
circumstances. Cumberland Valley®s sales arc concentraled in an eight county area of southeastern
Kentucky. Consumers must pay their bill within 20 days of billing, then are subject to disconnect afier
another 10 days. Accounts are written off when they are deemed io be uncollectible. The allowance for
uncollectible accounts is based on the aging of receivables. There were no customers whose individual
account balance cxceeded 10% of outstanding accounts receivable at May 31, 2013 or 2012,

Cumberland Valley is required to collect, on behalf of the Commonwealth of Kentucky, sales taxes based on
6 percent of gross sales from non-residential consumers, a 3 percent school tax from certain countics on most
gross sales, and franchise fees in cemain cifies. Cumberland Valley” policy is to exclude sales tax from
revenue when collected and cxpenscs when paid and fasicad, reeord colloction and payment of sales taxes
through a liabilfy account.

9



Exhibit N
Page 12 of 19

Notes to Financial Statements

Note 1. Summary of Significant Accounting Pelicies, continued

Cost of Power Cumberland Valley is one of sixtecen (16) members of East Kentucky Power Cooperative
(“East Kentucky™). Under a wholesale powcer agreement, Cumberland Valley is committed to purchase its
electric power and energy requirements from East Kentucky until 2051. The rates charged by East Kentucky
are subject to approval of the PSC. The cost of purchased power is recorded monthly during the period in
which the energy is consumed, based upon billings from Last Kentucky. The power bill includes a fuel
adjustment and environmental surcharge component that is passed on to Cumberland Valley’s customers
using a methodology prescribed by the Commission.

Fair Value Mcasurements The Fair Value Measurements and Disclosures Topic of the FASB ASC 820,
Fair Value Measurements and Disclosures, dcfines fair value as the exchange price that would be received
for an assct or paid to transfer a liability (an exit price) in the principal, or most advantageous, market for the
asset or liability in an orderly transaction between market participants at the measurement date. The Fair
Values Measurements Topic establishes a three-level fair value hierarchy that prioritizes the inputs used to
measure fair value. This hierarchy requires entities to maximize the use of observable inputs when possible.
‘The three levels of inputs used to measure fair value are as follows:

Level I: Unadjusted quoted prices in active markets that are accessible at the
measurement date for identical, unrestricted assets or liabilities

Level 2: Quoted prices in markets that are not considered to be active or financial
instruments for which all significant inputs are observable, cither directly or indirectly.

Level 3: Prices or valuations that require inputs that are both significant to the fair valuc
measure and unobservable.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement.

The carrying amounts of Cumberland Valley’s cash and cash equivalents, other receivables, investments,
inventories, other assets, trade accounts payable, accrued expenses and liabilities, and other liabilities
approximatc fair value due to their short maturity. Investments in associated organizations are not considered
a financial instrument becausc they represent nontransferable interests in associated organizations. Other
assets are not considered financial instruments because they represent activities specifically related to
Cumberiand Valley. Long term debt cannot be traded in the market, and is specifically for clectric
cooperatives and, therefore, a value other than its outstanding principal cannot be determined.

Cumberland Valley may, and also does, invest idle funds in local banks and in National Rural Utilities
Coopcrative Finance Corporation {(“CFC”) commercial paper. These investments are classified as held-to-
matarity in accordance with provisions of the Financial Instruments Topic of FASB ASC 320. Held-to-
maturity securities are presented at amortized cost.  The fair value of held-to-maturity securities
approximates cost at 2013 and 2012.

Estimates  The preparation of financial statemenis in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of asseis
and liabilities and disclosures of contingent assets and liabilitics at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period.  Actual results could differ from
thosc estimates used in the preparation of the financial statemenits.

Advertising  Cumberland Valley expenses advertising costs as incarmed.

4
&
v%i‘
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Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies, continued

Risk Management Cumberland Valley is exposed to various forms of losses of assets associated with, but
not limited to, fire, personal liability, theft, vehicular accidents, errors and omissions, fiduciary
responsibility, workers compensation, etc. Each of these areas is covered through the purchase of
commercial insurance.

Income Tax Status Cumberland Valley is exempt from federal and state income taxes under provisions of
Section 301{c}(12). Accordingly, the financial statements for Cumberland Valley include no provision for
income taxes. Cumberland Valley’s accounting policy provides that a tax expense/benefit from an uncertain
tax position may be recognized when it is more likely than not that the position will be sustained upon
examination, including resolutions of any related appeals or litigation processes, based on the technical
merits. Management believes Cumberland Valley has no uncertain tax positions resulting in an accrual of tax
expense or benefit. Cumberland Valley recognizes interest accrued related to unrecognized tax benefits in
interest expense and penalties in operating expenses. Cumberland Valley did not recognize any interest or
penalties during the years ended May 31, 2013 and 2012,

Comprehensive Income  Comprebensive income includes both net margin and other comprehensive
income. Other comprehensive income represents the change in funded status of the accumulated

postretirement benefit obligation.

Subsequent Events Management has evaluated subsequent events through August 6, 2013, the date the
financial statements werc available to be issued. There were na significant subscquent events to report.

Note 2. Investments in Associated Organizations

Investments in associated organizations consist of:

2013 2012
East Kentucky, patronage capital $17,620,031 $15,255,770
CFC, patronage capital 189,530 183,560
CFC, CTC's 850,942 851,836
Others 594,294 570,275
Total 319,254,797 $16,861,441

Cumberland Valley records patronage capital assigned by associated organizations in the year in which such
assignments are received. The Capital Term Certificates (*CTCs™) of CFC are recorded at cost. The CTCs
were purchased from CFC as a condition of obtaining long-term financing. The CTCs bear interest at 3% and
5% and are scheduled to mature at varying times from 2020 to 2080.

Note 3. Patronage Capital

Palronage capital consisted of:

2013 2012
Assigned to date $38,755,362 $£36,281,915
Assignable margins 1,018,741 1,058,222
Retirements {o date {3.477.204) {3.063,259)
Total $36,296,899 $34.276.878
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Notes to Financial Statements

Neote 3. Patrenage Capital, continued

Under provisions of the long-term debt agreement, return to patrons of capital contributed by them is limited
to amounts which would not allow the total equities and margins to be less than 30% of total assets, exeept
that distributions may be made to estates of deceased patrons. The debt agreement provides, however, that
should such distributions to estates not exceed 25% of the net margins for the next preceding year,
Cumberland Valley may distribute the difference between 25% and the payments made to such estates. Al
May 31, 2013, the equities and margins were 44% of total assets.

Note 4. Long Term Debt
All assets, except vehicles, are pledged as collateral on the long term debt 1o RUS, Federal Financing Bank

(FFB), National Bank for Cooperatives (CoBank), CFC, and Natijonal Cooperative Services Corporation
(NCSC) which is an affiliate of CFC, under a joint morlgage agrecement. First mortgage noles consist of:

2013 2012
RUS, 0.25% t0 5.375% $3,523,055 $3,645,106
Advance payments (1,280,488) (1,218,512)
2,243,167 2,426,594
FFB, 0.073% 32,768,804 28,519,394
CoBank, 1.86% to 3.68% 2,814.313 -
CFC, 4.50% to 6.45% - 3,025,939
NCSC, 1.85% to 4.30% 2,416,459 2,867,756
40,242,743 36,839,683
Less current portion 2,000,000 2,000,000
[ong term portion $38,242,743 534,839,683

The long term debt payable is due in quarterly and monthly installments of varying amounts through 2039.
During November 2010, $3,839,834 of RUS loans were rcfinanced with lower interest rate notes from
NCSC. During 2013 the notes due CFC were refinanced with funds from CoBank. Cumberland Valley has
loan {unds available from FFB in the amount of $14,608,000 at May 31, 2013. These funds will be used for
future plant additions. RUS assesses a fee of 25 basis points to administer the FFB loans.

As of May 31, 2013, annual current principal due for the next five years are as follows: 2014 - $1,900,000;
2015 - $2,000,000; 2016 - $2,000,000; 2017 - $2,100,000; 2018 - $2,100,000.

Note 5. Short Term Borrowings
Cumberland Valley has exccuted short term line of credit agreements with both CFC and CoBank in the

amount of 35,000,000 cach. At May 31, 2013 Cumberland Valley had repaid all advances against this line of
credit.

iz
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Notes to Financial Statements

Note 6. Pension Plan

All eligible employees of Cumberland Valley participate in the NRECA Retirement and Sccurity Plan
(“R&S Plan™), a defined benefit pension plan qualified under section 401 and tax exempt under section
501(a) of the Internal Revenue Code. It is 2 multiemployer plan under the accounting standards. The Plan
sponsor’s identification number is 53-0116145 and the Plan Number is 333. A unique characteristic of a
multiemployer plan compared to a single employer plan is that all plan assets are available to pay benefits of
any plan participant. Separate asset accounts are not maintained for participating employers. This means that
assets contributed by one employer may be used to provide benefits to employees of other participating
cmployers.

Cumberland Valley’s contributions to the R&S Plan in 2013 and 2012 represent less than 5 percent of the
total contributions made to the plan by all participating ecmployers. Cumberland Valley made contributions to
the plan of $338,436 in 2013 and $302,308 in 2012. There have been no significant changes that affect the
comparability of 2013 and 2012.

In the R&S Plan, a “zone status” determination is not required, and thercfore not determined, under the
Pension Protection Act (“PPA™) of 2006. In addition, the accumulated benefit obligations and plan assets arc
not determined or allocated separately by individual cmployer. In total, the R&S Plan was between 65
percent and 80 percent funded at January 1, 2012 and 2011 based on the PPA funding target and PPA
actuarial value of assets on those dates. Because the provisions of the PPA do not apply to the R&S Plan,
funding improvement plans and surcharges arc not applicable. Future contribution requirements are
determined each year as part of the actuarial valuation of the plan and may change as a result of plan
experience.

Cooperatives participating in the NRECA R&S plan were allowed to make an Accelerated Funding Payment
(“prepayment”) and receive an immediate reduction in their current contribution requirement equal to
approximately 25% of their 2013 billing rate. Although the new (reduced) billing rate can change over time,
the relative value of the reduction will continue to bencfit prepaying cooperatives in future years, potentially
for as many as 10-15 years or longer. During May, 2013, Cumberland Valley made an accclerated payment
to NRECA in the amount of $914,847. The amount was recorded as a deferred debit and is being amortized
over |5 years through the benefits matrix.
W

Cumberland Valley also sponsors a Retirement Savings Plan available to all eligible employees. The plan
allows participants to make contributions by salary reduction, pursuant to Section 401(k) of the Internal
Revenue Code. Cumberland Valley makes contributions of 10% for non-salaried employees and 5% for
salaried employces of the participant’s base compensation. Contributions for both plans were $249,474 for
2013 and $246,676 for 2012,

Note 7. Postretirement Benefits

Cumberland Valley sponsors a defined benefit plan that provides medical insurance coverage for retired
employces and their spouses. Cumberland Valley pays all the premiums for retirees and their dependents. For
measurement purposes, an annual rate of increase of 3.0% in 2009, then decreasing by 0.5% per year until
5% per year, in the per capita cost of covered health carc benefit was assumed. The discount rate used in
determining the accumulated postretirement benefit obligation was 6.0% in 2013 and 2012,

The funded status of the plan is as follows:

2013 2012
Projected benefit obligation {$3.269.677) {33.147,531)
Plan assets at fair value - -
Total (33.269.677) ($3.147.531)
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Notes to Financial Statements

Note 7. Peostretirement Benefits, confinued

The components of net periodic postretirement benefit cost are as follows:

2013 2012

Benefit ebligation at beginning of year $3,147,531 $3,033,213
Components of net periodic benefit cost:

Service cost 9,366 37.958

Interest cost 214,014 185,422

Net periodic benefit cost 223,380 223.380
Benefits paid (101.234) (109,062)
Actuarial gain/loss - -
Benefit obligation at end of year $3,269.677 $3,147,531

Projected retiree benefit payments for the next five years are expected to be as follows: 2014 - $109,333;
2015-%107,661; 2016 - $105,034; 2017 - $88,817; 2018 - $79,452.

Note 8. Related Party Transactions

Several of the Directors of Cumberland Valley and its President & CEO are on the Boards of Directors of
various associated organizations.

Note 9. Commitments

Cumberland Valley has various other agreements outstanding with local contractors. Under these
agrecments, the contractors will perform certain construction and maintenance work at specified hourly rates
or unit cost, or on an as needed basis. The duration of these contracts are one to two years.

Note 10. Environmental Contingency

Cumberland Valley from time to time is required to work with and handle PCBs, herbicides, automotive
fluids, lubricants, and other hazardous materials in the normal course of business. As a result, there is the
possibility that environmental conditions may arise which would require Cumberland Valley (o incur clcanup
costs. The likclihood of such an event, or the amount of such costs, if any, cannot be determined at this time.
However, management does not belicve such costs, if any, would materially affect Cumberland Valley's
financial position or its future cash flows.

Note 11. Labor Force

Approximately 80% of Cumberland Valley’s labor force is subject to a collective bargaining agreement. A
four (4) ycar agreement was negotiatcd and approved for the period starting September, 2012 between
Cumberland Valley and the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied
Industrial and Service Workers International Union.

Note 12. Contingencies

Cumberland Valley, on occasion, is invelved in litigation arising in the normal course of business. Prescently,
there are no such litigations pending.

kxR E K
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ALAN M. ZUMSTEIN
CERTIFIED PUBLIC ACCOUNTANT
1032 CHETFORD DRIVE MEMBER
LEXINGTON, KENTUCKY 403489 «AMERICAN INSTITUTE OF CPA'S
{859) 264-7147 «KENTUCKY SOCIETY OF CPA'S
zumsteintwindstream nel «INDIANA SOCIETY OF CPA'S

= AICPA DIVISION FOR FIRMS

To the Board of Directors
Cumberland Valley Electric

I have audited the financial statements of Cumberland Valley Electric for the year ended May 31, 2013, and
have issued my report thercon dated August 6, 2013. [ conducted my audit in accordunce with auditing
standards gcnerally accepted in the United States of America, the stundards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of the United States, and 7
CFR Part 1773, Policy on audits of the Rural Utilities Service (RUS) Borrowers. ‘Those standards require that |
plan and perform the audit 1o obtain reasonable assurance about whether the financial statements are free of
material misstatement.

In planning and performing my audit of the financial statements of the Cooperative for the year ended May 31,
2013, [ considered its internal control over financial reporting in order to determine my auditing procedures for
the purpose of expressing an opinion on the financial statements and not to provide assurance on the internal
control over {inancial reporting,

My consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be a material weakness. A matcrial weakness is a
condition in which the design or operation of the specific internal control components does not reduce o a
relatively low level the risk that misstatements in amounts that would be material in rclation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. | noted no matters involving the intcrnal control over financial
reporiing that I consider to be a material weukness.

7 CFR Part 1773.3 requires commcnts on specific aspects of the inlernal control over financial reporting,
compliance with specific RUS loan and security nstrument provisions and other additional matters. 1 have
grouped my comments accordingly. In addition to obtaining reasonable assurance about whether the financial
statements arc {ree from material misstatements, at your request, | performed tests of specific aspects of the
internal control over financial reporting, of compliance with specific RUS loan and sccunly instrument
provisions and of additional matters. The specific aspects of the internal control over financial reporting,
complianice with specific RUS loan and securily instrument provisions, and additional matters tested include,
among other things, the accounting procedures and records, material control, compliance with specific RUS
foan and sccurity instrument provisions set forth in 7 CFR Part 1773.3(d)(1) related transactions, depreciation
rates, a schedule of deferred debits and credits and a schedule of investments, upon which 1 express an opinson.
In addition, my audit of the financial statements also included the procedures specified in 7 CFR Part 177338
43, My Objective was got {o provide an opinion on these specific aspects of the internal control over financial
reporting, compliance with specific RUS loan and security instrement provisions, or additional maiters, and
accordingly, { express no opinion thereon.

Neo reports, other than my independent awditor’s report, and my independent aoditor’s report on mienzal control
pver financial reporting and compliance and other matters, all dated Awgsst 6, 2013, or summary of
recommendations related o my aodit have been fumished fo manapgenent.
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To the Board of Directors
Cumberland Valley Electric -2

My comments on specific aspects of the internal control over {inancial reporting, compliance with specific RUS
foan and security instrument provisions and other additional matters as required by 7 CFR Part 1773.33 are
presented below.

Comments on Certain Specific Aspects of the Internal Control Over Finaneial Reporting

1 noted no matters regarding the Cooperative’s internal control over {inancial reporting and its operation that |
consider to be a material weakness as previously defined with respect to:

e  The accounting procedures and records;
the process for accumulating and recording labor, material and overhead costs, and the
distribution of these costs to construction, retirement, and maintenance and other expense
accounts, and;

e the material controls.

Comments on Compliance with Specific RUS Loan and Security Instrument Provisions

At your request, 1 have performed the procedures enumerated below with respect to compliance with
certain provisions of laws, regulations, and contracts. The procedures | performed are summarized as
follows:
¢ Procedures performed with respect to the requirement for a borrower to obtain written
approval of the mortgagee to enter into any contract for the operation or maintenance of
property, or for the use of morlgaged property by others for the year ended May 31, 2013, of
the Cooperative, ,
I The Cooperative has not entered into any contract during the year for the
operation or maintenance of its properly, or for the use of its property by others
as defined in 1773.33(e)(1)(i).
o Procedures performed with respect to the requirement to submit RUS Financial and
Operating Report, Electric Distribution to RUS:
1. Agreed amounts reported in RUS Financial and Operating Report, Electric
Distribution to the Cooperative’s records as of December 31, 2012.

The results of my tests indicate that, with respect to the items tested, the Cooperative complied in all
material respects, with the specific RUS loan and security instrument provisions referred to below. With
respect lo items not icsted, nothing came to my attention that cansed me to believe that the Cooperative had
not complied, in all material respects, with those provisions. The specific provisions tested, as well as any
exceptions noted, include the requirements that:
® The borrower has submitted its RUS Financial and Operating Report, Electric Distribution
to RUS and the RUS Financial and Operating Report, Electric Distribution, as of December
31, 2012, represented by the borrower as having been submitted to RUS appears to be in
agreement with its audited records in all material respects.
° During the period of this review, the Cooperative received no long term advances from CFC
on loans controlled by the RUS/CIFC Mortgage and Loan Agreement.

Comments on Other Additional Matiers

In connrection with my audit of the Cooperative, acthing came lo my attention that caused me o believe that the
Cooperative failed to comply with respect to:

» The reconciliation of continuing property records 1o cominolling general ledzer plant acooumnts
addressed at 7 CFR Part 177333(cii);



To the Board of Direclors
Cumberiand Valley Electric = 3

The clearing of the construction accounis and the accrual of depreciation on completed
construction addressed at 7 CFR Past 1773.33(¢)(2):;

The retirement of plant addressed at 7 CFR 1773.33(c)(3) and (4);

Approval of the sale, lease, or transfer of capital assets and disposition of proceeds for the
sale or lease of plant, material, or scrap addressed at 7 CFR Part 1773.33(c)(5);

The disclosure of matenal related party transactions, in accordance with Statement of
Financial Accounting Standard No. 57, Related party Transactions, for the year ended May
31, 2013, in the financial statements referenced in the first paragraph of this report addressed
at 7 CER Part 1773.33(f);

‘The depreciation rates addressed at 7 CFR Part 1773.33(g);

‘The detailed schedule of deferred debits and deferred credits; and

The detailed schedule of investments.

Exhibit N
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My audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The detailed schedule of deferred debits and deferred credits required by 7 CFR Part 1773(h) and provided
below is presented for purposes of additional analysis and is not a required part of the basic [financial
statements. This information has been subjected to the auditing procedures applied in my audit of the basic
financial statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

The deferred debits are as follows:

Accelerated pension payments $914,847

The deferred credits arc as follows:

Consumer advances for construction $67,025

This report is intended solely for the information and use of the Board of Directors, management, RUS, and
supplemental lenders and is not intended to be and should not be used by anyone other than these specified

parties.

Alan M. Zusmatzin

Alan M. Zumstein, CPA
August 6, 2013
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COMPUTER SOFTWARE PROGRAMS

Cumberland Valley has used Microsoft Excel, Microsoft Word, and Adobe Acrobat in
preparation of this Application.
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Witness: Jim Adkins
Cumberland Valley Electric
Case No. 2014-00159
Annual Meeting Information
December 31, 2013

The most recent Cumberland Valley Electric annual meeting was held June 7,
2013. The minutes of that annual meeting are attached, along with the information
given to the members attending the annual meeting.

Data for the last five (5) annual meetings are as follows:

Members Members
Year Attending Voting Cost
2013 454 - 8 46,238
2012 473 - $ 28,715
2011 379 -3 40,549
2010 759 - 93 32,617
2009 1,125 - % 32,777
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Witness: Jim Adkins
Cumberland Valley Electric
Case No. 2014-00159
Annual Meeting Information
December 31, 2013

The most recent Cumberland Valley Electric annual meeting was held June 7,
2013. The minutes of that annual meeting are attached, along with the information
given to the members attending the annual meeting.

Data for the last five (5) annual meetings are as follows:

Members Members
Year Attending Voting Cost
2013 454 - $ 46,238
2012 473 - $ 28,715
2011 379 -3 40,549
2010 759 -3 32,617
2009 1,125 - $ 32,777
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ANNUAL MEETING

OF MEMBERS

Cumberland Yalley Electric Cooperative
Whm.KmeenhalMiddle School Gym

When: Friday, June 8

Reglshah(m Tme 5:30 p.m.

orgamzes to take action on the followmg matters ,
1. Report on the numl| members present in person in

3: Readmg of approved me of. the members and the
taking of necessary acti

! tion of reports of officers, trust-
ees; and committees’ : ' ' i,
5. Unfinished business
6./ New business
7. Adjournment

OFFICIAL NOTICE OF ANNUAL MEET ING
" Knox. Cent:al Mlddle School Gym
2

Reg:stratlon Tnmek 5 30 p m,
Business Meetmg Time 6:30 p.m.

The Cumberland Vatley Electnc wm conduct.an Anriual Membership Meeting,
Friday, June 8, 2012, at 6:30 p:m. The meeting will be held at the Knox Cenral
Middle School Gym in Barbolrville, Kentucky. The registration of Cumberiand :
Valley Efectric's membership will begin at 5:30 p.m.

This is the mostimportant event of the year.for your co-op:. The officers of
the.ca-op will bring you up—to~date on the status of your co-op and some of (he
problems that fie ahead,

Each member should make plans to altend this most important meeting, for
after all, your co-op is just as strong as you make it.

The goal laid down by the Board of Direclors, Manager, and Emp!oym isto
gweourmembersmebestpos&b!esemce .

Agoad place to leamn more about your co-op is by attending the Annual
Meeling, June 8,2012, atlhe | Central Middie School Gym in Barbourville,

cky. , )
Theenlenammentwﬁlbeoulstamﬁngﬁusyearlamsureyouwmmwbe
presenLComeloyourAnnua!Mee&xgandemymeenlenaymenLTherewi
bepm%foreadwmnﬂ)erpresem ;
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STATEMENT
SE DOPERATIONS

BALANCE
ﬁﬁﬁﬁ?

For the Year Endimg December 31, 2011  For the Year Ending December 31, 2011
Operaling Revesne $48,941,151 ASSETS
Operating Expense , Total Usility Plaat ' $87,488 900
Purchased Power__ _$37,560,882 Less Depreciation._____ 30,851,298
Operating System .. 7,133,008 Netﬂliﬁjl’hnl’ . $56,637,602
Depreciation—__..______ 2,868,087 - |
Badso oot 1235 lnvestmmthssoc.
Interest on Loans._.._.... e 449,190 Organmuon i 516848070
nﬂmnedmsf*—“ .81 720i Cashio i i 2115,579,
Total Cost ofﬂednc semcem.m.m_...mns 140123 L 'Accunnts:Recewable s 5,791,899
| > VDO oo 58,895
Operating Hargin‘s , , 301 ozs ' Expenses PmdmAdvancv ne 42,743
Non-Opera!mg Margins s 13l 287 : fDeferred Delnts and Other Assets......,;m..”!) 627
G & T Capital Credits... - _‘7__7700063:_;_-1_“_- ~ Total Assets e $82033415
'Oﬂ_;er Capi_tal Credj_ts e w0 5 - ' -
Patronage'C_a_pitaland.Ma'rgms.,..«.;..._“.‘.-“...3687 972' i g
' ' ' 1,386,985
- 34,652,023
B L 35,635,566
Notes and Accounts Payablem...........,.«j..m 7, 142 809 :
 Other Curr“‘tl.mblhhes.. .................... 3 162,520 :
' Nuucurrent Lnahlhhee : : 53,512

Total Lisbiles....... e $82,033,415




Exhibit P

Cumberland Valley
Electric, Inc.

A Tosnhenine Eocri Conpernve Ad 2

Official Business Meeting Agenda |
v - Annual Meeting of Members |
Vernor Shelley Rager D.Vanover

chairmen veecraimn - Cumberland Valley Electric Cooperative

Where: Knox Central Middle School Gym
When: Friday, June 7

Registration Time: 5:30 p.m.

Business Meeting Time: 6:30 p.m.

The annual membership meeting of this co-op organizes to take action on the
following matters:

1. Report on the number of members present in person in order to determine
the existence of a quorum

.

;Fed} Hamp‘gg N ) Lan;iord Loy 2. Reading of the natice of the meeting and proof of the due publication or
President/CE soretany-liessurer mailing thereof. or the waiver or waivers of notice of the meeting, as the case
may be

3. Reading of approved meeting of the members and the taking of necessary
action thereon

4. Presentation and consideration of reports of officers, trustees, and
committees

. Report on the election of board members
. Election of Directors

. Unfinished business
. New business (or other business if properly raised)

O oo N Y U

. Adjournment
Chester Navis Flhert Hampton

OFFICIAL NOTICE OF ANNUAL MEETING
Knox Central Middle School Gym
June 7,2013
Registration Time 5:30 pm.  Business Meeting Time 6:30 p.m.

The Cumberland Valley Electric will conduct an Annual Membership Meeting,
Friday, June 7, 2013, at 6:30 p.m. The meeting will be held at the Knox Central
Middle Schgol Gym in Barbourville, Kentucky. The registration of Cumberland
Valley Electric’s membership will begin at 5:30 p.m.

This is the maost important event of the year for your co-op. The officers of the
co-op will bring you up-to-date on the status of your co-op and some of the prob-
lems that lie ahead.

Kermit Creech Kevin Moses Each member should make plans to attend this most important meeting, for after
all, your co-op is just as strong as you make it.

The goal laid down by the Board of Directors, Manager, and Employees is to give
our members the best possible service.

A good place to learn more about your co-op is by attending the Annual Meeting,
June 7, 2013, at the Knox Central Middle School Gym in Barbourville, Kentucky.

The entertainment will be outstanding this year. | am sure you will want to be
present. Come to your Annual Meeting and enjoy the entertainment. There will be
prizes for each member present.

Thank you, . P

/! L
Cumberttand Vailey Electiic
Lansford Lay, Secretary

% Patrick Hauser
Aftorney




MEMBERS SERVED
“IN 2012
_ Bell County.
Clay County
Harlan County
Knox County.......... 8,753
Laurel County.......ocune 237
Leslie County
Letcher County
McCreary County
Whitley County......... 9,657
Campbell County TN
Claibourne County TN .74

Average .
- Kilowatt-hour Use

- /(Residential per month)

1,135.34

Miles of Line

Consumers Per Mile
012 - 9,01
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Service
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Sources
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15% %E
COMMERCIAL
16%

Major

Costs

B PowerBILL
B oPERATING
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_INTEREST

% 6% 6% 1%
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Statement

of Operations

Fer the Year Ending December 31, 2012

Operating Revenue ... 546,861,246

Operating Expense
Purchased Power _...........cccoeeecee.. 536,085,638
Operating System $7,397,903
Depreciation ...52,968,519
TAXES oo erereecareermseeeesemesnen s et ennsene $52,902
Interest on LOaNS. ...cemecveeeeeee e $427,212
Other Deductions $52,225

Total Cost of Electric Service................ 946,984,449

Operating Margins.........coeeeeeeoeeee -$123,203

Non-Operating Margins ...........ccceceeecenee $187,527

G &T Capital Credits......ccoceeereeceeccncnne $2,364,260

Other Capital Credits ......c.covrerneenreeeanen, 944,863

Patronage Capital and Margins ............. $2,473,447

Balance

Sheet

For the Year Ending Decernber 31, 2012

ASSETS

Total Utility Plant 591,907,099
Less Depreciation .............coomeene. $32,589,402
Net Utility Plant .o $59,317,697

Investment in Assoc. Organization ...... $19,240,128

;1 | DOV $962,292
Accounts Receivable.......oooonerrce e $5,445,319
INVERTOTY woceveeeereree e reeceereenienaen s eaenenes $700,215
Expenses Paid in Advance......ccccoccee..... 946,119
Deferred Debits and Other Assets .............. $9,600
Total ASSetS .......ceereeenrecrrereereeerve e 485,721,370
LIABILITIES
Consumer Deposits........c.coeevevererirenens $1,371,450
Membership and Other Equities ....... $37,000,392
Long-Term Debt vcerveeereeeeceiienrnne $35,972,056
Notes and Accounts Payable............... $8,104,556
Other Current Liabilities ........ceo.cv..ee. $3,218,822
Noncurrent Liabilities.......ccoevecererccvrrecne. $54,094
Total Liabilities .....coveeeeeeeeeecerecnans $85,721,370

47 Cumberland Valley
w74 —lectric. Inc.

A Tuctmire Frerzre G gormier Kol



BYLAWS OF

CUMBERLAND VALLEY ELECTRIC, INC.
Gray, Kentucky
Revised November 2004

CUMBERLAND VALLEY ELECTRIC

‘The ain: of Comberiand Valley Electric is to make efectric energy availeble to its members a1 the Jowest cost
consisient with sound econamy and good management.
ARTICLEL
MEMBERS

SECTION 1. Qualilicutiuns and Obligations. Any paison, firm, corporation or palitical body may become
a member of Cutnberland Valley Electric by

{a) paying the membership {ee hercinafter specifted;
(b) agreeing o purchase from Cumberland Valley Eleetric encrgy as hereinafier speci-fied; and
c)  agreeing to comply with and be boand by the Anicles of Incorporation of Cumberland Valley Elec-

tric and these bylaws and any amendments hereto and such rules and regulations as may froim 1ime-
to-time be adopted by the Board of Dircetors. providad, however, that no person, {irm, corporation
ar political body shall become a metnber unless and until he or it has been accepted for member-
siip by te Board of Directors or the members. No firm, person, corporation or political body may
nwn mare than one (1) membership in Cumberland Valley Electric.

Alwsband and wife shall be considered a jnint member and their application for membership may be aceepi-
in accordance with the forcgoing provisions of the nbove subdivisions (a), (b) and (c).

SCTION 2. vembership Fee. The membershlp fee shall be fixed by the Board of Directors.

SECTION 3. Purchase of Electric Energy, Ench member shall, as soon as electric erergy shall be avail-
able, purchase from Cumberland Valley Electric all electric energy used on the premises specified in his
application for membership, and sholl pay therefor monthly at raes wlhich shall from time-to-time be fixed
by the Board of Directors; provided however, that the Board of Directors may limit the amount of electric
energy which Cumberland Valicy Electric shall be required 1o fumnish to any member. It is expressly under-
stood that the amounts paid for clectric energy in excess of the cost of service are furnished by members as
capital and each member shail be eredited with the capital so fumished as provided by these bylaws. Each
member shall pay to Cumberland Valley Electric such minimum amount per month, regardless of the amonm
of electric encrgy consumed, as shall be fixed by the Board of Direciors from time-10-time. Each member
shall also pay all amoaats owed by him to Cumberland Valley Electiic as ond when the saine shall become
due and payable.

SECTION 4. Noa-liabllity far Debts of Cumberiand Valley Electrie. The privme property of the mem-
bers of Cumberland Valiey Electric shall be exempt frum exccation for the debts of Cumberland Valley
Electric and no member shall be individonlly Tiable or responsible far any debts or fiabikities of Cumberfani
Valley Electric.

SECTION 5. Expulslon of Members. The Board of Directors of Cumberiand Valley Elecuric nuy, by the
affirmative vore of not less than two-thirds (2/3) of the members thereof, expel any member who shall have
violaled or refused to camply with any af the provisions of the Articles of incorporation of the Cumberland
Valley Electric or these bylaws for any rules and regulations adopted from time-to-time by the Board of
Directors.

SECTION 6. Withdrawal of Membership. Any member may withdraw from membership upon payment
in fuil of ali debts and liabilities of such member to Cumberiand Valley Electric aad upon compliance with
such terms and conditions as the Board of Directors may prescribe.

SECTION 7, Transfer and Termination of Membership.
() Membership in Comberland Valley Electric and a certificate representing the same shall not be

ble, except as h fier provided, and upon the death, cessation of existence, expulsion
or withdrawal of a member, the membership of such member shall therespon terminate and the cer-
lificate of bership of such ber shall be dered fortt 10 Cumberland Valley
Electric.

(6) A membership by ahusband and a wifs, considered a joint membership and upon the death of ¢ither

joint member shall be deemad 1o be held solely by the survivor with the same effect a5 though such

bership had beea oniginaliy issued solely to him oc her, as the case may be, and the joint mem-

begship centificaie may be sunendeved by the snrvivor and, upon the recording of such death on the

books of Cmnberiand Valley Eteciric, the Centificate may be rzissued to and in the mame of such

survivors; provided however, that the edate of the deceased shall a6t be refeased from amy mem-
bership debts oc kabilities w0 the Camberfand Valley Eleciric.

ARTICLE I
MEETINGS OF MEMBERS

SECTION 1. Anssal Mertine. The Ammal Mezsing of the mespbers siofl be 5234 21 agy anch fme amd plere
cesignaed by (e Boaed of Diseckrs, 05 il be drspoauted in the potice of the mecimg, for die paapose of

mmourcing ke election of directors, passing upon repons Covering the previoss fiscal year, and transaming
such other basiness as may come before whe meeting.

SECTION 2. Spevial Mertings. Special meetings of the members may be called by resolution of the Board, or
upon A Writien request signed by any four (4) board mxembers. or 500 of more of all the members, and it shali
therenpon be the diny of the Sccretary to cause novice of such ntecting to be given as hereinafter provided.
The Board of Directors shalt desipnate the phace ar which the speeial meeting shall be held in a county served
by Cumbertand Valley Electric.

SECTION 3. Naotice of Members’ Annual Meetings. Writien or printed notice stating the place, day and hoar
of the meeiing shail be dzlivered not less than seven (7) days nor more 1han twenty {20) days before the dae
of the meeting, cither personally or by mail, by or at the direction of the Secretary, or by the persons calling
the Annual Meeting, 0 each member. Such notice shall be deemied 10 be delivered when deposited in the
United States mail, addressed to the member at the address as it appears on the records of Cumberland Valley
Electric, with postage thereon prepaid. In case of a joint membership, notice given to either husband or wife
shall be deemed notice to botl members. The failure of any member to receive notice of an Annual Mecting
of the members shall nat invalidate any action which may be wken by the members at any such meeling.

SECTION 4. Quorum. 100 of the membership present in persea shall constitate a guorum for the transaciion
of business at all meetings of the members. In case of o joint membership, i presence at a meeting of either
husband or wife, or both, shall be regarded as the presence of one member. I less than a quorin is present
at any meeling, a majority of those present in persan may adjourn the meeting from time-1o-time without fur-
ther notice.

SECTION 5. Vating, Ench member shall be entitled to one () vote and no mwore vpon each matter submiitted
0 a vore al, or in conjunction with, u meeting of the members. At all meetings of the members at which a
quorum is present, all guestions shall be decided by a vote of a majority of the members voting thereon in
persan excep! as otherwise provided by law, the Anicles of Incorporation of Cumbertand Valley Electrie, or
these bylaws, and except that voting for members of the Board of Directors shall be by muail, in nccordance
with Article L1 of these bylaws. Husbantl and wife are deemed to hold a joint membership, and they shalt
jointly be entitled 10 one (1) vute aatl no more upon each matter submitied 10 a vote.

SECTION 6. Proxics prohibited. Voling by proxy is prohibiled by these bytaws.

SECTION 7. Agenda. No proposal from a member or group of members shall be voted upon at ihe annual
meeting ar any special meeting valess it has been placed on the ngenda at least sixiy (60) days prior o e
date of such meaing. Such proposal may be placed on agenda by a petition signed by one lundred (100}
members, by filing a copy of the proposal with the seeretary within time allowed.

SECTION 8. Order of Business. The order of business at the Annual Meeting of the members, and so far as
possible at all other ineetings of the members, shall be essentially as follows:
1. Call of the roll.
1 Reading of the natice of the meeting and proof of due publication ar mailing thereof, or the waiver
or waivers of notice of the meeting, as the case may be. )
3, Reading of the unapproved minutes of previous meetings of the members and the taking of neces-
sary action thereon.
4. Presentation and consideration of, and acting upon, reports of officers, directurs and commitiees.
5. Announcement of the clection of directors.
6. Unfinished business.
7. New busincss.
8. Adjournment.

ARTICLE 11T
DIRECTORS

SECTION 1. Number and General Powers. The business and affairs of Cumbertand Valley Elecric shall be
managed by a Board currently ing of seven (7} di which shall be redoced 10 five (5) directors
effective with the Annugl Mesting in 2005, as peovided in Article I, Section 2 of these bylaws. The Boasrd
shall exercise all of the powers of Qumberland Valley Elactiic except such as are by law oc by Cumberiand
Valley Electric’s Articles of Incorporaiion or bylaws conferred upon or reserved 10 the members.

SECTION 2 Districts. To insisre the distrib of Board b heougd; the mea served by
Cumbzrland Valley Elertric, the temiiory served or &0 be scrved by it shall be divided it distriats from which
Board merehers shall be slecied G Gime 10 Sime 25 provided for in sthese dylaws. The origina! dsincts end
e mranber of Frzeions 10 be elenied from each ane:

1 Whitley & Molyzary nomtics 1
z Ruox, Bell & Lame] onemriss B

Exhibit P
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3 Einrox,. Brefll & Eand] counries. i
4 Bl Lesfie: & Letidim cownies H
F Bfianiber, Lealie & Laudivr csumies, B
1 Whiidiry & MuCoenny: coumies. b
7 Coop Wide 1

Effentive: it e 20865 Awmad] Mg, Dismricns S and: 7 shofl fre elfmimied] and Disvicn 6 shnih be redize
iptzd) g Disgniot 5. Afier e 2005 Aom) Bening. the dismices sholil be ax foilbws:

Coumires im

Mistiwiicy
Wiifiey & MirCreanry conmtiiss.
Ko, Belil & Eanred epunties,
Koy, Bialll & Lomnead] cnuries
Hamtinr, Ll & I eschey conmies
Whishy & MicCrary omotizs

Wik ) 3o Eg
e

B gt vy ww e

SECTION X Quuificiienss.  Asry active mewier im suod scaiies shove iz swe of ckrfuzen (38} years who

Exhibit P
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Teaibres. Afier e brfors e beem dirfy amred the secoilr of sundh elistive s be di a0 the suty-
sevpreas Avrml Mieting of te soemdbers.

For sockeayping a8 offcioll and: validl baBives withd Feve beem connmed! sl be glaoad i Ge hevds of the
mrwest i 46 das o die diEne off tee compiizoion of #ee offaciall conntirg: mmud trihekmor.

T promest skl p iy spon compietion of s g of the sk oS, Cevtiy i Wiy @
e y aff i Cooperanive the pames of the comfidhtes recvivime e Bighes poader of vones kv

s a Bt schond gradagar. 35 evidmond by i ookl diione, el be SBsBE e be o diversor, providizd
e, thn mp mewmi shell be el o betooes or v a dreckor, or o bokd wry position of tnust who
xmmmmm«&mmdmcmmmmﬁmmmstm
sor. Any diracsos. who is 5o ecied may = : of the verm, b weiiclh e i elect~

mmmmwsﬁ&:m Mmmmm:m who is iy say way exgioyed
by or afh wa DCHE ESTETDe of 2 busiress seifing efecwic eneryy or supphes w
CMWMW:MMM@MnWM«MW&
toxes or supplies o members of Comberfund Vallry Ekcic, or who s doing business with Cambeziand
Valley Electric, and no parsoa shall sake or bold affice 25 2 direcior who is the incumbers of or candidate for
an elecrive pablic office in conpection with whick 2 sslery ts paid. Whes 2 membership is beld joinly by »
bxsbond or wife, eiiher cne, bet nog both, may be elecied 2 director: provided however, that nejther ame shak
be eligible to become a director of 10 remein a direcky. or (o hold position of wwst in Crumberiond Valley
Electric unless both shall meet the qualifications herein sbove set forth.  Nohing in this seciion contatned
shalf, or shall be constrved 1o affect in any manner whetsoever the vafidity of any xction tzken 3 oy mees-
ing of the Board of Directors.

SECTION 4. Eection-Tenare. Board members shafl be efecied by the members at lirge and announced at the
Annual Meeiing of b Board bers elected prior to 2005 shall complete terms of three {3} yeors,
ending with the 1hird annual it ing their election, and except for members from districts elimi-
nated in 2005, umil their successors shall h;x\c been elected, dzclared qualified and seated. Board members
elected in 2005 and thereafter, shall serve foriemms of four (4) years each. ending with the fourth snnual meet-
ing following their electian, and unti their successors shall have been elected, declared qualified and seated.
The seating of a new director shall occur at the rext regular scheduled meeting of the Board of Directors.
Board members for Districts 1, 3 and 5 shall be elecied in 2003 and each fourth year 1hereafter. Board mem-
bers for Districis 2 and 4 shall be elecied in 2006 and each fourth year 1hereafier.

Board members whose terms are expiring are eligible for re-election.

The lection of Board members shall be by mailed ballot. The ballots shall lis the candidates nominaied
nccording to districts, giving their names and addresses. Ench member of Cumberland Valley Electric sha))
be entitled to vote for one candidate from each districr. The candidate from exch district receiving the high-
est number of votes at the meeting shall be considered clected a hoard member.

Should the committec on nominations nominate only one candidate to run for the office of director to fill each
vacancy caused by the expiration of a director’s term, and should no candidate be nominated from the mem-
bership by written perition as set forth in Anicle I11, Section 3, of 1he bylaws, then the secretary of the Board
shall eertify to the Board that no petition has been fifed pursuant to the bylaws, and that the candidates nom-
inatcd by the commiittee on nominations are therefore officially without opposition; thereupon, the candidates
notud I by the cc itec on shall be deemed elected to the Board withoot the necessity of
mailing ofTicial ballots through United States mail and following the election procedures as set forth in these
bylaws, and the Secretary of the board will so announce, or cause 10 be announced at the Annuai Membership
Meeting candidates eiccted 10 the Board of Directors. All of the remaining provisions of Anicle HI not ia
conflict herewith shali remain in full farce and effect.

The Chairman of the Baard shall nppoint a certified pubic accountant, licensed in Kentucky, as provost, who
shall 1ake charge of the director elections and shali be responsible for the duties specified herein. | shall be
the duty of the provost 10 see that the official ballots arc mailed to each active and qualified member at his or
her last address shown on the Cooperative records. Oaly actual members of record at the close of business
thirty (30) days prior to the scheduled Annual Meeting date are qualified for the purpose of voting in the elec-
tion of the directors. Ballots wili be mailed not less than fourteen (14) days prior 10 suid annual meeting.

The officiai bailot shall be inscribed with instructions by the provost of the Cooperative as 10 how many can-
didates may be voted for on cach official ballot by the members and with instructions that ali official ballots
must be reumed to the Cooperative only by U. S. mnil and received hy the Cooperative not later than 9:00
a.m. on the moming of the third (3rd) day prior to the said Annual Meeting.

The duties of the provost regarding voles and counting shali be as follows:

1. No later than 10:00 a.m. an the morning of1he third day prior ta the arnual meeting of the members
the provast shall remove the ballots from the ballot box and examine each ballot to ascertain if the
ballot has been voted in accardance with the rules as outlined on the ballot under instruction for vot-
ing and these bylaws:

2. Any and all official baliots which arc deemed invalid by the provost [or reasons set fomili in the afore-
mentioned rules or these bylaws shall not be covnted and shall immediately be placed in a baljot box
for rejected ballots and shall be retained by the provost of the Cooperative in safekeeping until sixty
(60) days afier the date of the completion of the counting of the ballots.

The following ballots shall not be counted:

1. A ballot markad for a greater number of candidates than there are vacancizs 0 be filied;

2. Ballots other than the Officiat Baflot:

3. Ballots not received throngh the Unitad States mail;

4. Ballows received by the Cooperative zfier 9:00 2.m. on the maming of the third day prior i the date
of Ananl Masting:;

5. BaBlets with the cenifiemtion on ooter envelope not signed by member; or andxsized waent

6. Ballces frcen seersbers soting mive ihan one balle.

7. Balloh (GEERE WL Ve

oy accmons the iy of wacamches i be Gl

Em thhe cane of 2 e, s facs sholl be centified b wiiting by the provass % the secrenary of the Coopesaive.
The: e skl be hovken and winerr dctermined by @ coin toss, candacted by Cooperative Legall Conpsel. I
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SECTION 5. Nessimativns. 1t shall be the digy of the Bomnf of Diressoss 0 ppoins, mot kzes than oinezy (903
dayshz&::thedacufthmuﬂMeﬁmgo{dnnmbasmcmgmm with which drectors 212 to be

eheced. 2 on c ofnotl:sslhmﬁveﬁ)mrmeﬂnnsemﬂ)mmbus
who shall be selecizd 5o a3 o give equitabl on the ittee o the hical

senved,unoixserrtdbycmulam!\’n!k}ﬂecmc Noofﬁca‘amirernﬂheerdo[Dneﬂmsshﬂ
be appoinred a mermber of such i The itiee will repot to the Boord of Direciors

ninety (90} days prior 10 such Annual Meeting their list of nominatiens for direciors. The commitice skall
prepexe and post a1 the principal office of Cumbeskand Valiey Electric & least twenty (20) days before the
mzeting a list of rontinations for direcioss. (Bue 500 or more membrers may make other nominations in writ-
ing, over their signatares, notl:sslhnnmn:tym)dawmnrlomenxmng and the Secretary shall post the
nominztons mads by petition, if any m the same place where the i c inee’s list of nomi
tons is posied. However, no write-in votes shall be permitted in the election of members of the Board of
Directors.

SECTION 6. Vacandies. Vacancies occurring for any reason in the Board of Directors shall be filled by a
majority vote of the remaining directars, and directors thus elected shall serve until the 1erm of office to
which he has been elected expires.

SECTION 7. Compensation. Campensation for Directors shall be determined by the Board. If antharized by
the Bnard, Board Members may also be reimbursed for exp acluajly and ily i d carrying
o Cumberland Valley Electric business, or granted a1 able per diem all ¢ in lieu of demiled
accounting of these expenses,

SECTION 8. Directors’ Liability and Indemnification, A director of Cumberland Valiey Elecuic shall not be
personally lizble 10 Cumberland Valley Electric or its sharehiolders for monetary damages for breach of his
duties as a director, provided that this positinn shall not eliminate or limit the liabillty of a director for the
folowi mg (i) for any wransaction in which the director’s personal financial interest is in conflict with tie

of Cumberiand Valley Electric ar its shareholders: (ii) for nets or omissions not in good
faith or which invoive intentional misconduct or are known to the director to be a vioiation of law; (iii) for
any vore for or assent 10 an unlawful distribution to shareholders as prohibited under KRS 271B.8-330; or
(iv} for any transaction from which the director derived an improper personal benefit. This Section 8 shall
continue to be applicable with respect to any such breach of duties by a director of duties hy a director of
Cumberinad Valley Eleciric as a director noewithstanding that such director thereafter ceased to be a direc-
tor and shall inure to the personal benefit of heirs, executors nnd adminisiraters. Cumberland Valley Electric
may purchase insurance and otherwise indemnify the director agalnst lability, including court costs and
attorney fees, 1o the extent tha their acts or omissions consiituting the grounds for and slleged liability were
performed in their offieial capacity and, if nctionable, were based on good faith business judgements in the
belief tha the acts or omissions were in the best interest of Cumberland Valley Electric.

SECTION 9. Rules and Regulations. the Board of Direciors shall have power to make and adopt such rules
and regulations, not inconsistent with law, the Anicies of Incorporation or these bylaws, as it may deem
advisabie for the management, administration and regulation of the business affairs of Cumberland Valley
Electric.

SECTION 10. Accounting System and Reports. The Board of Directors shali cause to be estabiished and
maintained, a complete accounting system, which, antong other things, subject 1o applicable Jaws and rules
and regulations of uny reguintory body shall confonn to such accounting system as may from tlme-to-time
be designated by the Administrator of the Rural Utilities Service of the Uunited States of America. Al
accounts of Cumberland Valley Electric shall be examined by a commitiee of the Board of Directors which
shall render reporis to the Board of Directors at least foor (4) imes a year at regular meetings of the Board
of Directors. The Board of Direciors shall niso vithin thirty (30) days afier the close of each fiscal year
cause to be made a full and complete audit of the accounts, hooks and financial condition of Cumberland
Valley Electric m the of such fiscal year. Such audit reports shall be submitted to the members at 1he fol-
lowing annual meeting.

and A

SECTION 11. Director Emeri! Ivisory Council. Policy Statement Numbers 62 and 63,
adopted by the Buard of Directors, demy 17, 1983, and which became effective on that date, as amend-
ed on October 17, 1985, which policies deal with Directors Emeritus and Management Advisory Council
shali not apply o any member of the present Board of Directors unless a present member of the board of
Directors elects to come within the purview of said policy.

SECTION 12. Renoral of Director. Any member may bring charges against a director by filing them in writ-
ing with the Secretary, together with a petition signed by thiny per centum {30%) of the members, sequest-
ing the removal of the director in question.  The removal shall be voted vpon a1 the next reguler or special
meeting of the members and any vacancy created by such removal may be filled by the members ® such
mecting. The direcior whom such charaes have been brought shall bave an opporiunity a1 the maeting w0 be
beand in person o by coonsel and w presest evidenee; and the person or persons bringing the charges 2gainst
bim siall have the same oppartuoiy.

4. No .
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SECTION 4. Quoram. A majowisy of the Bard of Directoss shall constitete a qoommm for the mansaciion
of business 2f any meeng of e Board of Diecrors, provided, thar if less than 2 majocity of the directors is
present af said meeting, 2 mjoerty of the direciors esent mzy adjour the weeting from tme-to-time with-
om ferther notice.

SECTION 5. Manner of Actiom. The act of the majority of the direciors present s a mesting at which a
quarum is present shail be the ¢t of the Board of Directors.

ARTICLEY
OFFICERS

SECTION 1. Number. The officers of Cumberiand Valley Electric shall be a President, Vice President,
Secretary ond Treasurer, and such other officers as the Board of Direciers may determine from time-to-lime.
The offices of Secretary and Treasurer may be held by the same person.

SECTION 2. Election and Terms of Office. The officers shalt be elecied, by ballot, an- nually by and from
the Board of Dircctors a1 the first meeting of the Board of Directors held after each annual meeting of the
membcrs 1f the election of efficers shall not be held a1 such meeting, such electian shall be held as soon there-
convenicmtly may be. Each officer shall hold office until the first meeting of the members or until his
shall have been duly eleeted and shall have qualificd, subject 10 the pmvisions of these bylaws with
o the removal of officers.

SECTION 3. Removal. Any officer or agent clected or appointed by the Board of Directors may be
removed by the Board of Directars whenever in its judgment the best interest of Cumberland Valley Eleetric
will be served thereby.

SECTION 4, Vacancles. Except as otherwise pmvided in these bylaws, a vacaney in any office may be
filied by the Board af Directars for the unexpired portion af the terin,

SECTION 5. President. The President:

(@)} shall be the principal executive officer of Cumberland Valley Eleciric and shall
preside ol all meetings of the members and of the Board of Directors;

(b)  shail sign, with the Secretary centificates of membership. the issue of which shall have been autho-
rized by resolution of the Board of Directors, and may sign my checks, morigages, deeds of trust,
noles, bonds, contracts or other instrumenis uuthorized by the Board of Directors to Le executed.
excepl in cases in which the signing and execution thereof shall be expressly delegated by the Board
of Directors or by these bylaws to same other officer or agent of Cumberland Valley Electric, or
shall be required by law 10 be otherwise signed or executed; and,

(c)  in general, shali perform all duties incident to the office of presidem and such other

duties as may be prescribed by the Board of Directors from time-to-time.

SECTION 6. Vice President. In the absence of the President, or in the event of his innbility or refusal 10
act, the Vice President shall perform the duties of the President, and when so acting, shall have all the pow-
ers of and be subject to ull the restrictions upon the President and shali perform such other duties gs from time-
to-time may be assigned to him by the Board of Directors.

SECTION 7. Sccretory. The Secretary shall:

(a) keep thc minotes of the members and the Board of Directors in one or more
books pravided for that purpose;
see that all notes are duly given in mccordance with thesc bylaws or as required by
law;
be custodian of Cumberland Valley Electric records and of the seal of Cumberland Valley Electric
and see that the seal of Cumberland Valley Eleciric is affixed to all certificates of membership prior
to the issue thereof and 1o all documents, the exccution of which en behalf of Cumberland Valley
Electric under its seal is duly authorized in accordance with the provisions of these bylaws;
keep a register of the post office address of ach member which shall be fornished 1o the Secretary
by such member;
sign with the President cenificates of membership. the issue of which shatl have been authorized
by resolution of the Board of Direciors:
{N  have genera) charge of the books of Cumberland Valley Electric in which a recond of the members
is kept;
keep on file at alt times 2 complete copy of the bylaws of Camberland Valley Eleciric containing
all amendments thereto, which copy shall llways be open 1o the inspection of any member, and a
the expense of Cumberland Valley Elearic forward 2 copy of the bylsws and of all amendments
Bereto each member; and,
in geneval, perfarm all duties incident i the office of Secretary and soch other dmies as from time-
so-time aY be aasigaed 10 him by it Doard of Dccsas.
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SECTEON 1. Cowapreeesstiens 2 farboasrilicstiom. The Boerd of Directors shoff fix the compessarian of
2B officrss, 2gcus o empploressy of Condentumd Valizy Eleceric, Comaborkad Vafley Eectric may procizse
tasmance and otherwise ndenonfy sox offioes of Cumbrbend Valiey Ebactric & the Rme exsers 28 prosided
& Anicle ML Section § for divesons.

SECTION 12 Reports. The officors of Cambarbend VaBey Elecuric shali submit 22 each Anneat Mecting
oflhe emibers. Cepents, v the buesk of Combatand Vailey Ehectiic for the previoas fisex year and
ing the comslitien of C Vadlery Elerwrie ag the close of sach fiscal year.

ARTICLE V]
CONTRACTS, CHECKS AND DEPQOSITS

SECTION 1. Contracts. Exceqt a5 osherwise provided in these bylaws. the Board of Direciors may attho-
rize any officer or officers, 2gent or agents W emer (Mo any contract or execule and deliver any instrument
in the nam2 and on behalf of Ciebertand Valley Electric, and such avthority may be general or confined 1o
specific instances.

SECTION 2. Checks, Drafls, etc. All checks. drafts or other ordess for the payment of moaey. and all
notes, bonds or othier evidences of indebtedness issued in the pame of Cumberiand Valley Elecuic shall be
signed by such manner as shatl from time-to-time be determined by reselution of the Board of Directors.

SECTION 3. Deposits. All funds of Cumberland Valley Electric shall be deposited from time-to-tinie 10
the credit af Cumberland Valley Electric in such bank or banks as the Board of Dircctors miay select it.

ARTICLE VII
MEMBERSHIP CERTIFICATES

SECTION 1. Certificates of Membership. Membership in Cumiberland Valley Electric shall be evidenced
by a certificate of membership which shalt be in such form and shall contain such provisions as shall be deter-
nuned by the Board of Directnrs not contrary 1o, or inconsistent with, the Articles of Incnrporation of
Cumbertand Valley Electric or these bylaws. Such centificate shall be signed by the Presiden and by the
Secretary af Cumberland Valley Electric nnd the Corporate Seal shall be affixed theretn,

SECTION 2. Issue of Membership Cer(lficates. No mewbership cenificates shall be issued for less than
the me mbership fee fixed in these bylaws, nor untit such membership fee has been fully paid for in cash, and
such payment has been deposited with the Treasurer.

SECTION 3. Last Certificate. In case of a lost, destroyed or mutilated certificate, a new certificate may
be issued therefar upon such lenns and such indernity to Cumberland Valley Electric as the Board of
Directors may prescribe.

ARTICLE vill
NON-PROFIT OPERATION

SECTION 1. Interest ar Dividends an Capltal Prohiblied. Cumberland Valley Electric shall at alf times
be operated on a cooperative noa-profit hasis for the mutual benefit of its parons. No interest or dividends
shal be paid or payable by Cumberland Valley Electric on any capital fumished by its patrons.

SECTION 2. Patranage Capltal in Connectlan with Furnishing Eleetric Energy. In the furnishing of
electric energy Cumberland Valley Electric's operations shall be so conducted that all patrons, members and
non-members alike, will through their pstmaage fumish capitat for Cumberland Valley Eicetric. In order to
induce patronnge and to assure that Cumherland Valley Electric will operate on a non-profit basis to all its
patrons, members and non-members alike, for all amounts reccived and reccivable from the furnishing of
clectric caergy in cxeess of operating costs and expenses properly chargeable agaiast the furnishing of elec-
tric encrgy. All such amounts in excess of operating cost and expenses a1 the moment of receipt by
Cumberland Valley Electric are received with the understanding that they arc fumished by the patrons, mem-
bers and nan-members alike as capital. Cumberland Valley Electrie is obligated to pay by eredits to a capital
account for each patron ali such amounts in cxcess of operating costs and expenses. The books and records
of Cumberiand Yulley Electric shalf be set up and kept in such a manner that at the end of cach fiscal year
the amount of capital, if any, so furnished by each patron is clearly reflected and credited in an appropriate
record te the capital account of each patmn, and Cumberland Valley Electric shall wilhin a reasonable time
afier the close of the fiscal year notify each patron of the amount ef capital so crediied 10 his account. All
such amounts credited (o the capfial account of any patron shalt have the same status as though they had been
paid to the patron in cash in pursuance of legal obligation to do so and the patron had then fumished
Cumberland Vatley Electric corresponding amounts (or capital.

In the event of dissolution or liquidation of Cumberland Valley Electric, afier all outstanding indebiedness
nf Camberland Valley Electric shall have been paid, outstanding capital credits shall be retired without pri-
ority en a pro rai ham hcrore any payments are made on account of propenty rights of members. ¥, at any
time prior 1o dissoh or liquidation, the Board of Dil shall d ine that the fimanciat condition of
Cumberland Valley Electsic mll not be impaired thereby, the capital then credited 10 patron accounts may be
retired in full of in part. Any such retirements of capital shall be made in order of psiority according to the
year in which the capital was fumished and credited, the cepital first received by Cumberland Valley Eleciric
being first setived. In no event, bwever may any such capital be retired unless, after the proposed retirement.
the capital of Comberkand Valley Electsic shall equal at deast fosty per centm (306) of the tota assets of
Comberland Valley Elermric. Capital credited to the accomnt of each potron shall be assigaable only oo the

baoks of Cumberdand Vatley Eleciric p 10 writizn from ibe and anly o sucoessors
in imered or sueeessors T eocupancy in all oc pant of sich patron’s 1 served by Comberiand Vallcy
Blerwric waicss e Boavd of Drircctors. acting undss poficiss of general appiication shall G BorwE
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ARTICLEIX
WAIVER OF NOTICE

Any mermber or director may Wiive, i writing. sy pative of meetings reguired to be given by these bylaws.
In case of a juimt membership, 3 waiver of notce signed by enber kasbend or wife shall be deened a waiv-
ing nodice of both jeint merebers.

ARTICLE X
DBISPOSITION GF FRQPERTY

SECTION 1. Vete Reguiresuent ang Procedures. No merges, consolidation. sale of assets, lease, fease-
sake. eachanye, bansier, or viber disp of all or st ially all of Cumberland Valley Eleciric’s prop-
eniies and assets shadl be d except in ¢ iy with the following:

1. Ifthe Board of Directaes locks with faver open any proposal for sech merger, consolidaion. sale of
nsseis, lewse, lease-sale. exchange. wansfer. or other disposition of alt or jally all of
Cumberiand Valley Electric’s propenies amd assets, it shall first cause three independent, non-affiti-
ated appraisers, expent in such maters to render their individual opinions as 10 the value of
Cumberland Valley Electric with respeet 10 merger, consolidaion, sale of assats, kease, lense-sale,
exchange, transfer. or other disposhion of all or ially alt of Cumberland Valley Electric’s
properties and assats, and as to any other terms and epnditions which should be eonsidered. The three
such appraisers shall be designisted by 1he Knox Circuit Court Judge. I such Judge refuses to make
such designations, they shall be made by the Board of Directors.

If ihe Board of Direciors, afier receiving such appraisals {and other ienins and conditions which are
submirted, if any), determines 1hat the proposal shall be submitted for ¢ ion by the mem-
bers, it shall firs) give every other electric cooperative situated and operating in Kentucky (which
has not made such an offer) an opp ity to submil competing proposals. Such opportunity shalt
be in the form of a written aotice 10 such eleciric cooperative, which notice shall be aitached 10 &
copy of the proposal which Cumberland Valley Electric has already received and coples of the
respective repons of the three appraisers. Such electric cooperatives shall be given not less than
thirty (30) days during which 10 submit competing proposals, and the actual minimum period with-
in which proposals are to be submitied shall be staied in the writien notice given to thens,

3. 1fthe Board then determines that favorable consideration shall be given 101he initinl or any subse-

o
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SECTION 2. Exaleative Considerstions. I commotion with the exeycise of its fademens in deenminng
what i i the best mterest of Coxnbestand Vafley ERsotric and s whep evahrging any propasst for
wrger, corsolidation, sk of assers, kease, tramster, or ather disposiion of sub oMy b of Comberiaxd
Vailey Elecimic’s asets. the Board of Dizrectors shail, in addition to considenng ibe adequacy of the amours
to be paid in cormection with the tansactien, consider A of the folowing facters and other factors which it
deemns relevant 1. The societat and economic efiects of the taasaciican upon Cumberland Valley Electric’s
employees: 2. The socierd! and economic impact of the trmsaction vpon the community md service termito-
2257 and 3. The Iong-term as well 25 shori-enn intrrest of Cumberland Valky Electric and its members,
including the possibility that these interests may be best served by the ¢ d existence of Comberland
Valley Electric.

ARTICLE XTI
FISCAL YEAR

The fiscal year of Cusnberiand Valley Electric shall begin on the first (I} day of January of each year and
end on the thirty-first (31} day of December of the same vear.

ARTICLE XIT
MEMBERSHIP IN QTHER ORGANIZATION

Cumberland Valley Electric shall not become a member of any organizalion or purchnse stock in any other
orpanization without the majority vote of the Board.

ARTICLE XIII
SEAL

The comorate seal of Cumberiand Valley Electric shall be in the form of a cirele and shall have inscribed
thereon the name of Cumberinnd Valley Electric and words "Comorate Seal, Kentucky.”

ARTICLE X1V
AMENDMENTS

These bylaws may be altered, amended or repealed by the affirmmive vote of not less than two-thirds
(2/3) of all the directors at any regular or special meeting, provided the notice of such mecting shall have
contained a copy of i\lie propused alierstiun, ainendment or repeal.

Highway 25E .

Rural Utilities Service Statement of Nondiscrimination

Cumberland Valley Electric, Inc. is the recipient of Federal financial assistance from the Rural Utilities
Service (RUS), an agency of the U.S. Department of Agriculture, and is subject to the provisions of Title
VI of the Civil Rights Act of 1964, as amended; Section 504 of the Rehabilitation Act of 1973, as amend-
ed; the Age Discrimination Act of 1975, as amended; and the rules of the U.S. Department of Agriculture,
which provide that no person in the United States on the basis of race, color, national origin, age or hand-
icap shall be excluded participation in, admission or access to, denied the benefits of, or otherwise be sub-
jected to discrimination under any of this organization’s programs or activities.

The person responsible for this organization’s nondiscrimination compliance efforts is Ted Hampton,
Manager. Any individual, or specific class of individuals, who feels that this organization has subjected
them to discrimination may file a written complaint with this organization; or the Secretary, U.S. Depart-
ment of Agriculture, Washington, DC 20250; or the Administrator, Rural Utilities Service, Washington,
DC 20250. Complaints must be filed within 180 days after the alleged discriminatory action, or by such
later date to which the Secretary of Agriculture or the Administrator of RUS extends the time for filing.
Identity of complainants will be kept confidential to the extent necessary to carry out the purposes of the
rules and regulations of the U.S. Department of Agriculture.

CUMBERLAND VALLEY ELECTRIC, INC.
Gray, Kentucky 40734
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BYLAWS OF
CUMBERLAND VALLEY ELECTRIC, INC.
Gray, Kentucky
Revised May 2010

CUMBERLAND VALLEY ELECTRIC

The aim of Cumberiand Valley Elecitic is 1o make clectric enerpy availabke 10 its nembers at the lowest
€ost consistent with sound econemy and good managenent.

ARTICLE1
MEMBERS

SECTION 1. Qualilications and Obligntions. Any person, firm, corpetion of political bedy may
become a member of Cumberland Valley Efecuic by:

(@) paying Ure nrembesship fee hereinafier specificd;

(b) agreeing 10 purchase from Cumberland Valley Elcctric cnergy as hercinafter specified: and

(c) agreeing 10 comply with and be bound by the Articles of lncorporation of Cumberland Valley
Electric and these bylaws and any amendments hereto and such rules and regulations as may
from time-to-time be adopied by the Board of Directors, provided. however, that no persoa, firm,
corporition or political body shall become a member unless and unti! he or it has been accepled
for membership by the Board of Directors or the members. No firm, person, corporation or polit-
ical body may own more than oac (1) inembership in Cumberland Valley Electric.

A husband nid wife shuil be considered a joint mentber and their application for membership may be
wceepted in nccordance with die foregoing provisions of the above subdivisions (a), (b) and (¢).

SECTION 2. Membership Fee, The membership fee shall be fixed by the Board of Directors.

SECTION 3, Purchisse of Electric Energy. Each meinber shnll, as soon ns electric energy shail he avail-
able, purchase from Cumberland Valley Electric all electric energy used on the premises specified in his
applicision for incmbership, and shall pay therefor monthly at rates which shall from time-lo-time be fixed
by the Board of Directors; provided however, that the Board of Directors may fimit the antount of electric
energy which Cumberland Valley Electric shali be required o fumish to uny meimber. It is expressly under-
stood thul the amounits paid for clectric encrgy In excess of the tost of service ure fumished by members
as capital and euch member shall be credited with the capital so fumnished as provided by these bylaws,
Each micinber shall pny to Cumberdand Valley Electric such minimuim amount per month, regardless of the
amount of electric cnergy consumed, os shall be fixed by the Board of Directors from time-to-tlime. Each
member shall also pay ull amounts owed by him to Cumberland Valiey Electric as and when the same
shall become due und payable.

SECTION 4. Non-liability for Debts of Cumbertand Vidlley Electric. The private property of the
members of Cumbertand Valley Electsic shall be exempt from execution for the debis of Cumberland
Valley Electric and no member shall be individually liable or responsible for any debts or liabilities of
Cumberland Valtey Elcctric.

SECTION 5 Eaputsion of Alemhers. The Board of Directors of Cumberland Valley Electric may.
by the affirmative votc of not less than two-thirds (2/3) of the members thereof, expel any mentber who
shall have violated or refused to comply with any of the provisions of the Asticles of Incorporation of the
Cumberiand Valley Electric or these bylaws for any rules and regulations adopted from time-to-time by
the Board of Dircetors.

SECTION 6. Withdrawal of Mebershlp. Any member may withdraw from membershity upon pay-
ment in full of al} debts and fiabilities of such member to Cumberiand Valley Electric and upon compiiance
with such terms and condilions as the Board of Directors may prescribe.

SECTION 7. Traosfer und Termination of Memihersiip.
(@) Membership in Cumberland Valley Elcctric and a centificate representing the same shall not be
ferable, except as bereinafter provided, and upon ihe death, cessation of existence, expulsion
or withdrawa} of a ber, the bership of such member shall thereupon tesminate and 1he
certificate of bership of such ber shall be jered forthwith to Cumberland Valley
Electric.

{b) A membership by a husband and a wile, jdered a joint rship and upon the death of
either joint member shall he deemed 1 be held solely by the survivos with the same effect as
thoogh soch bership had boen originally issued solely 1o him or ixr, as the case may be,
and the join membership ceatificzic may be sunrendered by the survivor and. upon the recovding
of such dezth on ihe beoks of Cemberiand Valley Elecuic, the Cenificate may be reissued 0
and in the e of such sTvivors: provided however, tha the estare of the deocaned shali rot be
} frorm any bexship debis or Falalities 1 the Cambertand Valley Elecinc.

ARTICLE 11
MEETINGS OF MEMUERS

SECTTON 1. Anpual Aeeting. The Anoual Meeting of the members shall be held at any such tinwe and
place designated by the Board of Directors, as shall be designaied in the notice of the meeting, for the
parpose of announcing the clection of dircctors, passing upon reports cavering the previous fiscat year, and
transacting such other business as may come before the meeiing.

SECTION 2. Special Mretings. Special meetings of the members may be called by resalution of the Board,
or upoil & written request signed by any four {(4) board members, or 500 or inore of all the members, and
it shall thereupon be the duly of the Secretary to cause notice of such meeting 10 be given ns hereinafier
provided. The Board of Directors shali designate the place at which the special meeting shali be held ina
couaty scrved by Cunberland Valley Electric.

SECTION 3. Notice of Membiers® Annual Meetings. Wrilten or printed notice slating the place, day and
hour of the meeting shall be delivered not less than seven (7) days nor more than twenly (20) days before
the date of the meeting, cither personally or by mail, by or at the direction of the Secretury, or hy the
persons calling the Annual Meeting, to eacli member. Such notice shall be deemed to be delivered when
depnsiled in the Uniited States mail, nddressed to the member at the address as it appears on the records
of Cumberland Vatley Electrie, with postage thereon prepaid. In cose of o joimt membership, notice given
1o either husband or wife shull be deemed notice to both mewmbers. The failure of any member Lo receive
notice of an Anaual Meeling of the members shiall not iavalidate any action which may be tuken by the
members al any such meeting,

SECVION 4. Quoram. 100 of the membership present in person shall constitute a quorum for the aasac-
tion of business at all meelings of the members. In case of a joint membership, the presence at a meeting
of cither husband or wife, or both, shali be regarded as the presence of one member, If less than a quorum
is present at any meeting, @ majority of those present in person may adjourn the meeting from time-to-time
without further notice.

SECTION 5. Voting. Each member shall be entitied to one ( 1) voie snd no more upon ench imatier submitted
1o 1 vote at, or in conjunclion with, n mecting of the members. At all meetings of the members at whicha
quonun is present, all questions shali he decided by a vote of a majority of the members voting thercon in
person except as otherwise provided by law, the Articles of Incorporation of Cumberiaod Valiey Electric, or
these bylaws, and except that voting for members of the Board of Directors shall be by mail. in nccordance
with Articic 111 of these bylaws. Husband and wife ure deemed to hold 1 joint membership, and they shal)
jointly be emitled to one (1) vote and no more upon caclt matter subinitted to a vote.

SECTION 6. Proxdes prohiblied. Voting by proxy is prohibited by these bylaws,

SECTHON 7. Agenda, No proposal from a member or group of members shall be voted upon at the annual
meeting or any specinl meeting unless it has been ploced on the agenda a least sixty (60) days prior Lo the
date of such meeting, Such proposal may be placed on agendn by a petition signed by one hundred (100)
members, by filing 1 copy of the proposal with the secretary within time alfowed.

SECTION 8. Onderof B
as possihle ac all other
£ Call of the roli.
2. Reading of the notice of the meeting and proof of due publication or mailing thercof, or the waiver
or waivers of notice of the meeting, as the case may be.
3. Reading of the unapp i of previ ings of the
sary action thereon.
4. Presentation and cunsideration of, and acting upon, seports of officers, directors and comminges.
5. Announcement of the clection of directors.

. The order of
inngs of the b

at the Annual Meefing of the members, and so far
5 shall be ally as follows:

Lers and the takiag of ieces-

6. Unfinished business.

7. New busincss.

8. Adjournment.
ARTICLE Il
DIRECTORS

SECTRON L. Nuzuber And Genversd Powers. The busimens avad affosrs of Ciumbesband Vlkey

Ekecisic sall ke momeged by a Bourd comomily consisiing of seven (7} Geectors as prosided i Astichs
FIF Section 2 of rhese Bykras. The Bownl shaf zxeveie: o of dur gowess of Combresfand Vailey Eleviic
exceptsuch s sne grobibiied by w or by Conclrentomed VaFiey Ekermic’s Anticke of Inrocposatinm o e faes
camserrnt Epow oF e & e Rl
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or candiive for an elective public office in cosnection with wisch 2 salfory 1 pakl.  When 2 membership
is baid foiotly by  bsrsbamd o wife, cither 0o, Dot ot both, may be diected a directos: provided however,
that meither oee shall be efinibie o beonme 2 directoe or to reman 2 daecios: or 0 hold position of uust
i Comberfand Viatley Electeic uniess both shall meet ihe qualifcations herein sbove st foth. Mothing
in ithis section coutained shall, or shall be consyued to affect in any momner whaisoever the validity of any
actron takan 3y meening of the Board of Directors.

me 10N £, Board menbers shall serve for 1erms of four {4) years each, ending with the fourth annual
e their el and until their successors shall bave been decu:d_ declared qualificd and
seated. The senunv of a new director shall occur at the next regular scheduled niceting of the Board of
Directars. Boand inentbers for Districts 6 and 7 shall be clected in 201 and cach fourth year thereafter.
Board members for Districts 1, 2 and 5 shall be elected in 2013 and each lounh year thereaftes. Board
members for Districts 3 and 4 shall be elected in 2014 and each fourth year thereaficr.

Follews

Board members whose tenns are expitring are eligible for re-election.

The election of Board members shall be by mailed ballot. The ballots shall list the candidaties nominated
according to districts, giving their names and addresses. Each member of Cumberiand Valiey Electric shall
be entitled 10 vote for one candidate from each district. The candidate from each district recelving the
highest number of votes at the meeting shall be considered elected a board member.

Should e commillee on nominations nominate only one candidate to run for the office of director to fill
each vacancy caused by the cxpiration of a director’s term, and should no candidate be nominated from the
membership by writlea petition as set forth in Anticle 111, Section 5, of the bylaws, then the secretary of the
oard shall certify to the Bonrd that no perition has been filed pursuaat 1o the bylaws, and that the candi-
9;5 nomi d by the on inations are U officially without opposition; thereupon,
7ie candidates notninated by the committce on ion shall be deemed clected to the Board without
the necessity of mailing official hallots through Uaited States mail and foliowing the election procedures as
set forth in these bylaws, and the Secretary of the board will sn annnuace, ric cause o be announced at the
Annual Membership Meeting candidates elected to the Board of Directors. All of the remuining provisions
of Article 11 not in canflict herewith shall remain in full force and effect.

The Chainnan of the Board shall appoint a centificd pabic accountant, licensed in Kentucky, as provost,
who shall wke charge of the dircctor clections and shall be respoasibic for the duties specified hercin,
1t shal} be the duty of the provost to see that the official ballots are mailed 10 each active and qualified
member nt his or her {ast address shown on the Cooperative records. Only actunl members of record at the
close of business thirty (30) days prior to the scheduled Annuni Meeting date ore qualified for the purpose
of voting in the election of the dircctars. BaHots will be mailed not less than fourteen (14) days prior to
suid annual meeling.

The officiul bullot shull be inscribed with instructions by the provost of the Coopemtive ns 10 how many
candidates may be voied for o each official ballot by the members and with instructions that all official
ballots must be returned to the Cooperative only by U. S. mail and reccived by the Cooperative not later
than 9:00 a.m. on the morning of the third (3rd) day prior to the soid Annual Meeting.

The dutics of the provost regarding votes and counting shail be as follows:

1. No tater thau 10:00 a.m. on the momiag of the third day prior 1o the anaual meeting of the mem-
bers the provost shall remove the ballots froav the ballot box and examine each ballot 10 ascentain
if the ballot has been voted in accordance with the rirles as ontlined on the ballot under insiruction
for voting and these bylaws:

2, Aoy and ail official baflots which are deemed invalid by the provost for reasons sel forth in the
aforemientioned rules or these bylaws shall not be counted and shall immediately be placed in a
hatlot box for rejected ballots and shall be rctaiaed by ihe provost of the Cooperative in safekeep-
ing until sixty (60) days afier the date of the completion of the counting of the ballots,

The fullowing hallats shall not be counted:

i. A haliot marked for a greater number of candidates than there are vacaneies to be filled;

2. Baliots other than the Official Ballot:

3. Ballots not received through the United States maik:

4. Ballots received by the Cooperative after 9:00 a.m. on the moming of the third day prior 1o the
date of Annual Meeting;

5. Ballots with the cestification on ovler covelope ot signzd by member; or mhonized agent;

6. Ballots from members voting more than oac balio.

7. Ballots containing wrife-in voles.

The: seasen for rejection of a baflot shail be noted thercon and sach balior shall be piaced in the baltot box
comtaining rejocted batlows;

the bedind s Toamd 10 meet the requiremerss 25 <2t ot m the Indruction for votisg 20 i o condar-
m:}wnhwgmmm:mﬂmmdmb}mwmmmﬂbcmuoﬂ'mlw
avd 21) valid voees case tacrene el be thulmed.
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SECTION 5. Neminzzions. b shail be the duty of the Bomd of Divecsors 10 ppoms, aot kess e inety
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The comminee shall prepare aod poss at the principal effice of Cumberland Valkey Elecoric at teast twenty
(20} days before the meeting a list of pominyions for dirccrors. {Bat 500 or morc members may make
other nominalions in Writing. over their signatures, sot less than nincty (90) days prior 10 the mecting, and
lthccrelarysinIlptmllvnouummmnmeywuuml,lfmymmcm\cplacewhcrclhemmlmnmb
L, ’s list of nominations is posied. However, no writc-in votes shall be pormitted in the clection of
meanbess of the Board of Dircctors,

SECTHIN 6. Vataneies. Vacancies occurring for any season in the Board of Directors shall be filled by o
majority vore of the 2 direc! and di thus elccted shall serve unti ithe 1enn of office 10
which he has been elected expires.

SECTHON 7. Compeasatinn. Compensation for Dircciors shall be dercrmined by the Board. If authorized
by tlie Board, Board Members may also be reimbursed for expense actually and necessarily incurrcd
carrying out Cumberland Valley Electrie business, or gronted a reasonshle per diem allowance in lieu of
detailed ace e of these

SECTION 8. Directers’ Liability anl Iademnification. A director nf Cumberland Valley Eicctric shali not
he personally liable (o Cumberiand Valley Electric or its sharcholders for i for breach of
his duties as a dircctor, provided 1hat this position shall not eliminate or limit the liabidity of a director for
the following: (i) for any transaction in which the director’s personal financiud interest is in conflict with the
financial interests of Cumberlund Valley Electric or its sharcholders: {ii) for acts or omissions not in good
faith or which involve intentional misconduct or are known to the director to be a violation of law; (iii) for
any vote for or assent to an unlawful distribution to sharehelders as prohibited under KRS 271B.8-330; or
(iv) for any transaction from which the dirccior derived an inproper persenal benefit. This Section 8 shall
contiaue to be applicable with respeet to any such breuch of duties by a direetor of dulies by a director
of Cumbcerland Valley Electric as o director notwithstanding that such director thereafier ceased to be
director and shull inure 1o the personal benefit of heirs, executors and administratars. Cumberland Valey
Electric may purchase insurance and otherwisc indemnifly the director against linbility, including coun
costs and attorney [ees, 1o the exteat that their acts or omissions constituling the grounds for and alieged
linbility were performed in their official capoeity nnd, if actionahle, were hased on good Mith business
judgements in the belicf that the acts or smissions were in the best interest of Cumberland Valley Eleciric,

SECTION 9. Rules and egulations, (he Board of Directors shall have power to make and adopt such
rules and regulutions, not inconsistent with law, the Anticles of Incorporation or these bylaws, as it may
deem advisable for the management, sdministration and regnlation of the t afTairs of Cumbednnd
Vnlley Elcctric.

SECTION 10, Accounting Systent umt Reports. The Board of Directors shall cause to be established and
maitained, 8 complete accounting system, which, among other things, subject to npplicable laws and
rules and regulations of any regulatory body shall conform o such accounting system as may from time-
to-time be d i by the Ad ator of the Rural Uiilitics Service of the Unied States of America.
All nccounts of Cumberlund Valley Electric shall be examined by a committee of the Board of Direciors
which shatl reader reports to the Board of Dircciors at least four (4) times a yeor at regular incetings of
tiic Board of Directors. The Board of Directors shall also within thirty (30) days aficr the closc of cach
fiscal year causc to be mude a full and complete audit of the accounts, books and financial condition of
Curmnberland Valley Electric at the of such fiscal year. Such audil reports shall be submitted to the members
at the following anaual meeting.

SECTION 11, Director Emeritus and Management Advisory Council. Policy Statement Numbers 62 and
63. adopted by the Board of Directors. February 17, 1983, and which became cffective on that daie, as
ameaded on Ociober 17, 1985. which policies deal with Dircctors Emeritus and Management Advisory
Council shall not apply to any member of the presemt Board of Directors unless a present member of the
board of Directors clects to come within the purview of said policy.

SECTION 12 Remaval of Director. Any member may bring charges against a dircctor by filing them in
writing with the Secretary, together with a petition signed by thirty per centum (30%) of the members,
requesting the removal of the director in question. The removal shall be voted upon at the next regular or
special mecting of the members and any vacancy created by such removal may be filled by the members at
such meeting, The director whom such charges have been brought shall have an opporiimity at the meeting
(o be heard in person or by counse] and 1o present evidence; and the person or persons bringing the charges
against m shalt bave the same opportunity.

SECTON 13 Eoydevasens of Dircetirs” Refutiver Prohibited. No ber of the i diate family
of a Director elected 1o the Board of Directoas after Janvary 1, 2005 shall be eligible for employmem by
Cumberiand Vafley Eleciric. For the parpose of this Secrion 13, the term “immediate family™ shall inchsde
childeen, step children, grandchildren, sibiings, step siblings, half siblings, spouses, pavenss. siep parcets,
grandparens, aueis, uncles, mieces, nepliews, irst cowsms, brothers-in-law, sisters-in-law, daaghters-in-
larw, sowts- in-aw, modhers-in-law, and fahers-in-baw of the Ditector or of the spouse of ibe Divector. This
wction shadl not 2ppdy 10 e imanediae mily of Diveciors szeving as of Janmary 1. 2005, snless msch
Dinecior kv the Baosd of Direcsars amd is sefvsogeomly re-clecied.




ARTICLE LIV
MEETINGS OF DIRECTORS
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SECTION 5. Manner of Activn. The act of the mujocity of the diectors present 3t a mweeting % which
2 quorum 35 present shall be the o1 of the Boxrd of Darecrars

ARTICLEYV
OFFICERS

SECTION L Nuwber. The officers of Cumberiand Valley Electnic stall be a Presidert, Vice President,
Sexretary and Tezasurer, and such other officers as the Board of Diteciors may determine [rom time-to-
tivee. The offices of Secretary and Treasurer may be held by the same persen.

SECTION 2. Electivn ond Terms of Office. The officers shall be elected, by ballot, annually by and
froun the Board of Directors at the first meeting of the Board of Dircctors held after cach annual meeting of’
the members. If the election of officers shall not be held at such meeting, such election shali be held as soon
thereafler as convenienily may be. Each officer shall hold office until the first meeting of the members or
until his successor shall have been duly elected and shalt have qualified, subject to the provisions of these
bylaws with respect to the removal of officers.

SECTION 3. Removal. Any officer or agent clected or appointed by the Board of Dircctors may be
removed by the Board of Directors whenever in its judgment the best interest of Cumberland Valley
Electric will be served thereby.

SECTION A Vurancies. Except as otherwise provided in these bylaws, a vacancy in any office may be
{itled by the Bourd of Directors for the unexpired portian of the tenn.

CTHON &, President. The President:

(1) shall be the principal executive officer of Cumberland Valley Electric and shall
preside at all meetings of the members and of the Board of Direclors;

(b)  shall sign. with the Secrctary certificates of membership, the issuc of which shull have been
authorized by resolution of the Board of Directars, and may sign any checks, mortgages, deeds
of trusi, notes, bonds, cantracts or other instruments uuthorized by the Board of Directars (o be
executed, except in cases in which tie signing and cxecution thereof shall be expressly delcgated
by thie Board of Dirceturs or by these bylaws ta seme other officer ar agent of Cumberiand Valley
Electric, or shall be required by law to be atherwise signed or exceuted; and,

(c)  in general, shall perfonm all dutics incident to thic affice of president and such ather
datics as may be prescribed by the Board of Directars from time-to-time.

SECTION 6. Viee Prosident. In the ahsence of the President, or in the event of his inability or refusal
ta act, the Vice President shajl perform the duties of the President, and when so acting, shall have all the
powers of and he subject (o all the restrictions upon the President and shall perform such uther duties as
from time-ta-time inay be assigned to him hy the Board of Directors.

SECTION 7, Seeretary, The Secretary shall:

(0)  keep the minutes of the members and the Board of Direclors in one or mare
books provided far that purpose;

(b) scc that alt nates are duly given in accordance wilh these bylaws or as required by
law;

(¢} be custodian of Cumberland Valley Electric records and of the seal of Cumberland Valley
Electric and see 1hat the seal of Cumberland Valley Electric is affixed io all cenificales of
membership prior (o the issue thereof and o all docinnents, the exccution of which on behall of
Cumberland Valley Electric under its seal is duly autharized in accordance with (e provisions
of these bylaws;

(1)  keep a regisier of the post office address of cach member which shall be fumished o the
Secretary by such wmeinber;

(¢)  sign with the President centificates of membership, the issuc of which shall have been authorized
by resolutian of the Board of Directors:

() have general charge of 1he books of Cumberland Valley Electric im which a record of the members
is kepty

(g) keepon file at ol limes a complete copy of the bylaws of Cumbesland Valley Electsic comtaining
alt amendments thereto, which copy shall always be open 0 the inspection of any member, and al
the expense of Cumberland Valley Elecwric forward a copy of the byfaws and of all d
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ARFICLEVE
CONTRACTS, CHECKS AND DEPOSITS

SECTION k. Contracts. Exoope as ahomwise providal in these bylaws, the Board of Directoes may
authuorize sy officer oo ofliers, ancH OF 292085 B0 CRSY TR0 ANy COMENCE OF execuic asd deliver any
Fsproeers i the e 2 ve bebalfl of Combarlznd Valley Electric. and soch authosity may be geseral
o cosfrood to specific mstmoes.

SECTION 2. Clrcks, Bralts, cte. AR checks, drsfs or other orders for the payment of moncy, and oft
mbm-kauhtnmdlxnthe&mmxﬂmlhemdﬁnmmvmqmmshﬂ[h
signed by such maaner as shall from time-te-Gime be d incd by Hution of the Board of Direciors.

SECTION 3. Dupmits, All funds of Cumberdand Valley Electric shall be deposited from tine-to-time
lo the credit of Comberland Valley Electric in such bank or banks 15 the Board of Directoes may select it.

ARTICLE VIi
MEMBERSHIP CERTIFICATES

SECFHION 1. Certificates of Mewbership., Membership in Cumberland Valley Electric shall be evi-
denced by a certificate of membership which shall be in such form and shall contain such provisions as shall
be determined by the Board of Dircclors not contrary to, or inconsistent with, the Articles of Incorporation
of Cumberland Valiey Elcctric of these bylaws. Such centificate shall be signed by the President and by the
Secretary of Cumbertand Valley Electric and the Corporate Seal shall be affixed thereto.

SECTHIN 2. Issue of Membership Cenificales. No membership certificates shall be issued Tur less
than the membership fee fixed in these bylaws, nor until such membership fee has been fully paid fur in
cash, and such payment has been deposited with the Treasurer,

SECTION 3. Lost Certificate. In case of a lost, destroyed or mutilated certificate, a new centificate
may be issued therefor upon such terms and such indemnity to Cumberland Valley Electric as the Board
aof Directars may prescribe.

ARTICLE Vi
NON-PROFIT OPERATION

SECTION 1 Interest e Dividends vn Capital Prohibited. Cumberland Valley Electric shall ut all
times be operated an a cooperative non-profit basis for the mutual benefit of its patrons. No interest or
dividends shull be paid or payable by Cumberland Valley Electric on any capital furnished by its patrons.

SECTION 2 Patronage Capital in Conneetion with Fuenishing Electrie Energy. In the furnishing of
clectric energy Cumberland Vnlley Eleciric’s operations shall be so conducted thot all patrons, members
and non-members oiike, will throagh their patronage fumish eapital for Cumbertand Valley Electric. In
order ta induce patronage and to assure that Cumberland Valley Electric will operate an a non-profit
basis ta all its patrons, members and non-members alike, Tor all amounts received and receivable from
the furmishing of eleciric energy in excess of operating costs and expeases praperly chargeable against the
fumnishing of electric energy. All such amounts in excess of operating cost and expenses at the mament of
receipt by Cumberland Valley Electric are received with the understanding that they are furnished by the
patrons. members and non-members ulike as capital. Cumberland Valley Electric is obligated ta pay hy
credits to o capital account for each patran nil such amounts in excess of operaling costs and expenses. The
boaks and recards of Cumberlund Valley Electric shall be set up and kepl in such a manner that at the end
of each fiscal year the amount of capital, if any, so furnished by each patroa is clearly reflected and credited
in ant appropriate record to tic capital sccount of cach patren, und Cumberland Valley Electric shall within
a reasonable time afier the close of the fiscul year natify each patron of the amount of capital 5o credited
ta his account. Ali such amounts credited to the capilal account of any patran shall have the same siatus
a5 though they had been paid (o the patren in cash in pursuance of legal cbligation ta do 5o and die patron
had then furnished Comberland Valley Electrie corresponding amounts for capital.

In the event of dissolution or liguidation of Cumberland Valley Electric, ufier all outstanding indebledness
of Cumberland Valley Electric shall have been paid, ontstanding capital eredits shal} he retired withour pri-
ority on a pro rata basis before any payments are made on account of propenty rights of memibers. H. at any
time prioy to dissolution or liquidation, the Board of Directors shall determine that the financial condition
of Cumherland Vailey Electric witl not be impaired thereby, the capital then credited to patron accounts
may be retired in full or in part. Any such retirements of capital shall be made in order of priority according,
to the year in which the capital was fumished and credited, e capital first received by Camberfand Valicy
Electric being first resired. In no event, however may any such capital be sctired unless, after the proposed
retirement. the capital of Cumberland Valley Electric shall equal al Icast forty per centom (40%) of the
iotat assets of Cumberland Valley Elecuic. Capital credited 10 the account of cach patron shall be assign-
able only on the books of Cumberland Valley Electric pussuant to writlen instruction from the assignos and

thereto cach member; and,
) in generl, perform all duties incident 1o the office of Secrctary und such other duties as from
time-o-1ime may be assigncd 1o him by the Boand of Directors.

SECTION 8. Trensurey. The Treasurer shall:

(@)  have charge and costody of and be responsible for all funds and securitizs of Comberiand Valkey
Electric;
receive and give szecipes for monies dee and payable to Cumbertand Valiey Elecuic from awy
sonrre whatcoover. zad deposit all such monies in the same of Camberkend Valley Elecanic in
such bask or baeds z¢ sixll be sefected in accondance with e provisions of these bylzss; 2nd,
in gecral, perfoom 2l the desies acidon (o the office of Treaaver and sach other dotics from
dirne-o-1ime 2% may e ausigmed to bisn by Ore Beosd of Dircctors.

only to s in interest or successors in occupancy in all or part of such patron’s premises served by
Cumbxerland Valicy Elcctric unless the Board of Directors, acting under policies of general application shall
determine otherwise. I the event thal non-memaber patron shall elect 10 become a member of Comberiand
Vailey Electric, the capital credited 10 the account of such non-member patron may be applicd byCum-
beria.ndValley Electric toward tre payment of a snembership fee on beball of such pon-member patron.

bestanding any other provision of these bylaws, the Baard of Directors, at its discretion. shalf have
the poveer at any time upon the death of any patron, if the legal wpreseraative of bis axtate shall roquest in
writing that the capital credited 10 any such patson be retired prior 10 ibe time sich capiezt would ctherwise
be rtired ke the prowisions of these bylaws, 10 retire capital oredited 10 any such patren temwediaely
oo such kexrs and conditions as the Board of Directors. anting, ender policies of general appliction,
2 the kegal represematives of soch patron’s esiates skl agroc wpon; provided, bowever, that the Siezaciad
confioe of Cambertand Valley Edectric will not e impetrod therely.
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ARTICLE IX
WAIVER OF NOQTICE
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ARTICLEX
DISPGSITION GF PROPERTY

SECTION 1L Reysirement and Procedures. No meger, consolidation, sude of assets, lesse, fense-
sdlle, g Sramsber. or odher disy of &t ar 2t of Comborband Valley Flecmic's
properies and assets shell be encepd in sty with the following:

I I e Board of Directors looks with faver soor any proposal for such merzer. comsofidogion,
safe of assees. fease, lease-sole, exchange, wamben. of vdher disgonition of off oe iy all
of Carobrestand Valkey Eloctric's progeeties and ssets, @ dnl firs casce three Independent. non-
affilizted agpypraisers. expert in such matiers to readey their individnd epinions as 1o the valee of
Comberiand Valley Blorpic with respect 1 merzer. consoftdation, sale of asets. leese, essosale.
exchangr, vansforn. or edher disposition of =if or sob fally &l of Cumb Valley Electrics

propenics and assets, and oS te any other tems and conditions which should be considered. The
huee such sppraisers shail be desionated by the Koox Girculs Count Jedge. If such Judge efiuses 1o
ke such desigmations, they shalt be mude by the Board of Dircctors.

2. I the Bourd of Di after receiving such appmisals (and other ierms and conditions which
are submitted, if any), d that the propaszal shall be submilted for i fon by the
members, it shall first give every other eleciric cmmcmm-n situated md operating in Kentucky
{which has not made such an efier} an opy y 10 submit prog . Such oppor
ity shatl be in the form of a written notice to such electric cooperative, which notice shall
be altached to a copy of the propesal which Cumberland Valley Eleciric bas already received
and copies of the respective reports of she three appraisers, Such electric cooperatives shall be
given not less than thirty (30) days during which to submit competing proposals. and the acal
minimun period within which proposals are 10 be submitted shall be stased in the written notice
given 1o them.

3. If the Board then determines that favorable consideration shall be given to the initial or any
subsequent proposal which has beeu submitted 10 it, it shali first adopt by the afTirmative vote of
374 of all dircctors 1 resolution recommending the transaction and directing the submission of
the proposal to a vote of not less than a (majority) of the total members and shall call a special

} meeting of the members for consideration thereof and action thereon, which meeting shalt be held

not sooner than ninety (90) days after the giving of such natice te the members; PROVIDED, thut
consideration and action by the members may be given at the next annual member meeting if the
Board so determines and i such Annual Meeting is held not sooner than ninety (90) days after
the giving of such notice.

4. Any two hundred (200) or more members, by so petitioning the Board not fess than twenty (20)
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ol e aemems 0o e podd fe ammection it the e fl} of oo frllomiag fictons: and adhay
farenors wiich i daeans, el 1. e sanciistad aend fic elifets of e o T L —
Wlfley Eiecrie’s exmplogess: 2. The socicrt amd ecomomic Erpeo of the tassacfion mpow e

amd seavitos semvioniess amd 3. The lowg-semm as welll 25 dhove-tenm imeress of Corbesln? Valicy Ermr;m
aed] it muzmines, inchoding dhe possdliny dhn thess fmerssrs mey b best served by the copaimeed exissenes
aff Comibenkond Veliey Elacedc,

ARTICLE X1
FISCALYEAR

The fiscal yeor of Comberlend Valley Blectric shell begin on the firs (5 dey of Janwry of exch yeur and
cad an the ihirtedivst (31) day of December of the same year.

ARTICLE XTI
MEMBERSHIP IN OTHER ORGANIZATION
Cund Imr&ami Vatkey Flectric shall nol becowme 2 ther of agy organization er purchase Steck in zny ather
ton without the majority vote of the Boasd,
- ARTICLE XHI
SEAL

The corporate scal of Cumberland Valley Electric shall be in the form of a circle and shall have inscribed
thercon the name of Cumberiand Valley Electric and words “Corporate Seal, Kentucky”

ARTICLE XIV
AMENDMENTS
‘These bylaws may be sltered, amended or repealed by the affirmative vote of not less than twe-thirds

(243 of all the directors at any regular or special meeting. provided the notice of such meeting shall have
contuined a copy of the prupused alieration, amendment or repeal.

Rural Utilities Service Statement of Nondiscrimination

Cumberland Valley Electric, Inc. is the recipient of Federal financial assistance from the Rural Utili-
ties Service (RUS), an agency of the U.S. Department of Agriculture, and is subject to the provisions
of Title VI of the Civil Rights Act of 1964, as amended; Section 504 of the Rehabilitation Act of 1973,
as amended; the Age Discrimination Act of 1975, as amended; and the rules of the U.S. Department of
Agriculture, which provide that no person in the United States on the basis of race, color, national origin,
age or handicap shall be excluded participation in, admission or access to, denied the benefits of, or oth-
erwise be subjected to discrimination under any of this organization’s programs or activities.

The person responsible for this organization’s nondiscrimination compliance efforts is Ted Hampton,
Manager. Any individual, or specific class of individuals, who feels that this organization has subjected
them to discrimination may file a written complaint with this organization; or the Secretary, U.S. Depart-
ment of Agriculture, Washington, DC 20250; or the Administrator, Rural Utilities Service, Washington,
DC 20250. Complaints must be filed within 180 days after the alleged discriminatory action, or by such
later date to which the Secretary of Agriculture or the Administrator of RUS extends the time for filing.
Identity of complainants will be kept confidential to the extent necessary to carry out the purposes of the
rules and regulations of the U.S. Department of Agriculture.

CUMBERLAND VALLEY ELECTRIC, INC.

Highway 25E .

Gray, Kentucky 40734

ng KENTUCKY LIVING - MARCH 2011
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According to the Paperwork Reduction Act of 1995, an agency may not conduct or spousor, and a person is not required 10 respond to, a collection of information unless it displays a valid OMB
control muniber. The valid OMB control pumber for this information collection is 0372-0032. The time required to complete 1his informatian collection is estimated to average 15 hours per
response, including the time for reviewing instructions, searching existing data sources, gathering and maintaiming the data needed, and completing and reviewing the collection of information.

UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICE

FINANCIAL AND OPERATING REPORT
ELECTRIC DISTRIBUTION

BORROWER DESIGNATION

KY0057

PERIOD ENDED ganuary, 2013

INSTRUCTIONS - See help in the online application.

BORROWER NAME

Cumberland Valley Electric,

Inc

This information is analyzed and used (o determine the submitter’s financial situation and leasibility for loans and guarantees. You are required by contract and applicable
regulations (o provide the information. The information provided is subject w the Freedom of Information Act (5 U,8.C. 552)

CERTIFICATION

We recognize that statements contained herein concern a matter within the jurisdiction of an agency of the United States nnd the making of a
Talse, fictitions or Traudulent statement may render the maker subject to prosecution under Title 18, United States Code Section 1001,

We hereby certify that the entries in this report are in accordance with the accounts and other records
of the system and reflect the status ol the system to the best of our knowledge and beliel.

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVIi, RUS, WAS IN FORCE DURING THE REPORTING
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES DURING THE PERIOD COVLERED
BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CHAPTER XV1I

Alf of the obligations under the RUS loan documents

have been fulfilled in all material vespects,

TED HAMPTON

(check ane of the following)

D There has been a default in the fulfillment of the obligations
under the RUS loan docoments. Said deliault(s) is7ime
specifically described in Part P of this repont.

3/28/2013

DATE

PART A STATEMENT OF OPERATIONS

YEAR-TO-DATE
Irem LAST YEAR THIS YEAR BUDGET THIS MONTII
(a) () () ()

1. Operating Revenue and Patronage Capital 5,128,312 5,424,590 5,128,312 5,424,590

ower Production Lxpense

Cost of Purchased Power 3,801,329 3,697,825 3,801,329 3,697,825
4. Transnussion [ixpense
5. Regional Market Expense
0. Distribntion Expense - Operation 115,370 149,498 136,137 149,498
7. Distribution Lxpense - Maintenance 178,887 243,722 182,464 243,722
8. Custamer Accounts xpense 154,382 189,622 157,470 189,622
9. Customer Service and Informational Expense 9,756 19,764 11,902 19,764
10. Sales I'xpense
11, Administrative and General Expense 107,084 108,641 113,509 108,641
12. Total Operation & Maintenance Expense (2 tru 11) 4,366,808 4,409,072 4,402,811 4,409,072
13, Deprecration and Amortization Expense 242,934 254,842 252,652 254,842
14. Tax Ixpense - Property & Gross Receipts
15, Tax Expense - Other
16, Interest on Long-Term Debt 36,175 35,794 36,537 35,794
17. Interest Charged (o Construction - Credit
18, Interest lixpense - Other 6,842 202 342 202
19, Other Deductions 1,400 1,000 1,470 1,000
20, Total Cost of Electric Service (/2 thi 19) 4,654,159 4,700,910 4,693,812 4,700,910
21, Patronage Capital & Operating Margins (1 minus 20) 474,153 723,680 434,500 723,680
22, Nun Operating Margins - Interest 362 (835) 275 (835)
23, Allowance far Funds Used During Construction
24. come (Loss) from Equity Investmen(s
23, Non Operating Marging - Other
26. Generation and Transmission Capital Credits
27. Other Capital Credits and Patronage Dividends

Ststraordinary lems

Patronage Capital or Margins (24 thiu 28) 474,515 722,845 434,775 722,845

RUS Financial and Operating Report Electric Distribution

Revision Date 2010
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UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION
RURAL UTILITHES SERVICE
KY0057
FINANCIAL AND OPERATING REPORT
ELECTRIC DISTRIBUTION PERIOD ENDED
INSTRUCTIONS - See help in (he online application. January, 2013
PART B. DATA ON TRANSMISSION AND DISTRIBUTION PLANT
YEAR-TO-DATE YEAR-TO-DATE
| UM DS LAST YEAR THIS YEAR 1'TEM LAST YEAR THIS YEAR
{a) h) (@) (b)
. Now Services Connected 26 251 5. Miles Transmission
2. Services Retired 18 29| O Miles Distribution - 2,491.79 2,498.39
Overhead
3. Total Services in Place 24,575 24,681 | - Miles Distiibution - 122.85 127.33
Underground
4. ldle Services 8. Total Miles Energized
(Fxchide Seasonalsy 904 76 1(5 -:6“4]- 7)S s 2,614.64 2,625.72
PART C. BALANCE SHEET
ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS
. T otal Utility Plant in Serviee 91,331,494 30.  Mcmberships 430,790
2, Construction Work in Progress 910,525] 31.  Pawonage Capital 37,404,115
3. Total Utility Plant (1 + 2} 92,242,019] 32.  Operating Margins - Prior Yeurs 0
4. Accum. Provision for Depreciation and Amort. 32,783,025] 33, Operating Margins - Current Year 723,680
5. Net Utility Plant (3 - 4) 59,458,994 34, Non-Operating Margins (835)
6. Non-Utility Property (Net) 0| 35 Other Margins and Equities (830,207)
7. Investments in Subsidiary Campanies 0} 36. Total Margins & Equities (30 thru 35) 37,727,543
8. Invest. in Assoc. Org. - Pationage Capital 18,336,192f 37.  Long-Term Debt - RUS (Net) 3,565,187
9, Invest. in Assoc. Org. - Other - General Funds 0 38 lLong-Term Debt - 1B - RUS Guaranteed 33,053,249
Invest. in Agsoe, Org. - Other - Nongeneral Punds 903,937 39.  Long-Term Debt - Other - RUS Guaranteed 0
Investments in Economic Development Projects 0] 40.  Long-Term Debt Other (Net) 5,541,959
Other Investments O 41.  Long-Term Debt - RUS - Lcon. Devel. (Net) 0
Special Funds 0] 42, Payments Unapplied 1,249,165
‘Total Other Property & Investments 19,240,129| 43, Total Long-Term Debt 40,911,230
(6 thru 13) (37 thru 41 - 42)
15, Cash - General Funds 2,295,368 44.  Obligations Under Capital Leases - Noncurrent 0
16, Cash - Construction Funds - Trustec 01 4s. ;\1:(}u\:]:i‘:[‘llztll?F,::::,111(%1)[;:;(\;[]3::3h 3,220,336
17. Special Deposits 4,300] de. Total Other Noncurrent Liabilities (44 + 43) 3,220,336
18.  Temporary Investinents 5,000] 47 Notes Payable 0
19. Notes Receivable (Net) 0] 48.  Accounts Payable 4,173,960
20, Accounts Rcccbnhlc - Sales ol Energy (Net) 5,861,784 49, Consumers Deposits 1,376,250
21, Accounts Reecivahle - Other (Net) 940,086
22, Renewable Inergy Credits 0] 50.  Carrent Maturities Long-Term Debt 0
23 Matenals and Supplics - Ficetrie & Other 727,988 51 arrent Maturitics Long- erm Debt 0
- Feonomic Development
24, Prepaviments 144,873 1 52 Current Maturities Capital |_eases 0
25, Other Current and Accrued Assets 85,800 53, Other Cumrent and Accrued Liabilities 1,384,700
2. Total Current and Acerued Assets 10,065,199 | sd4. Total Current & Acerued Liabilities 6,934,910
(15 thru 25) (47 thru 53)
27, Regulatory Assets 01 55  Regulutory Linbilities 0
28, Other Delerred Debits 79,282 56, Other Delerred Credits 49,585
29 Total Assets and Other Debits 88,843,604| 57. Total Liabilities and Other Credits 88,843,604

(5414426 thru 28)

(36 + 43 + 46 + 54 thru 56)

RUS Financial and Operating Report Electric Distribution

Revision Date 2010
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According (0 the Paperwork Reduction Act of 1995, anageney may not conduct or sponsor. and a person is not required o respond to, a collection of information unless it displays a valid OMB
control number. The valid OMB control mumber for this information collection is 0372-0032, The time required 1o complete this information collection is estimated to average 15 hours per
response. including the tme for reviewing instructions, searching existing data sources. gathering and maintaining the data needed. and completng and reviewing the callection of information.

UNITED STATES DEPARTMENT OF AGRICULTURE

RURALUTILITIES SERVICE

FINANCIAL AND OPERATING REPORT
ELECTRIC DISTRIBUTION

BORROWER DESIGNATION

KY0057

PERIOD ENDED February, 2013

IN

STRUCTIONS - See help in the online application.

OWER NAME
BORROWER NAME ¢ mber1and valley Electric,

Inc

[This informalion 1s analyzed and used to determine the submitter’s [inancial siwation and leasilility for loans and guarantees. You are required by contract and applicable
regulations (o provide the information. The formation provided is subject to the Freedon ol Information Act (5 U.S.C. 552)

CERTIFICATION

We recognize that statements contained herein concern a ntalter within the jurisdiction of an agency of the United States and the making of a
false, fictitious or fraudulent statement may render the maker subject to prosecution under Title 18, United States Code Section 1001.

We hereby certify that (he entries in this report are in accordance with the accounts wnd other records
of the system and reflect the status of the system to the best of our knowledge and belief.

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVI, RUS, WAS IN FORCE DURING THE REPORTING
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES DURING THE PERIOD COVERED)
BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CHAPTER XV1I

All of the obligations under the RUS loan documents

have been fulfiled in all material respects.

TED HAMPTON

(check one of the following)

D There has lieen a defanitin the fulfillment of the obligations
under the RUS loan documents. Said delault(s) isfare
specifically deseribed in Part D af this report.

4/9/2013

DATE

PART A. STATEMENT OF OPERATIONS

YEAR-TO-DATE
ITEN LAST YEAR THIS YEAR BUDGET THIS MONTH
(a) (h) () (d)

Operating Revenue and Patronage Capital 10,155,440 9,902,501 10,155,440 4,477,911

Power Production Expense
3. Cost of Purchased Power 7,196,647 7,007,499 7,196,647 3,309,674
4 Transmission Expense
5. Regional Market Expense
6. Distribution Expense - Operation 211,471 273,950 249,536 124,452

Distribution Expense - Matntenance 434,020 449,566 442,700 205,844
8. Customer Accounts Expense 317,552 340,012 323,903 150,390

Customer Service and informational Expense 18,798 35,156 22,934 15,392
10. Sales Expensc
1. Administrative and General Expense 197,672 238,784 209,532 130,142
12, Total Operation & Maintenance Expense (2 thru 11) 8,376,160 8,344,967 8,445,252 3,935,894
13. Depreciation and Amortization Expense 486,521 510,239 505,982 255,397
14, Tax Expensc - Propeity & Gross Receipts
15, Tax Expense - Other
16. Interest on Long-Term Debt 70,651 71,843 71,357 36,049
17. Interest Chorged to Construction - Credit
18, Interest Expensc - Other 13,590 405 679 203
19. Other Deductions 2,500 2,250 2,626 1,250
20.  Total Costoof Electrie Service (12 thru 19) 8,949,422 8,929,704 9,025,896 4,228,793
21, Patronage Capital & Operating Margins ( minus 20) 1,206,018 972,797 1,129,544 249,118
22. Non Operating Margins - Interest 21,346 3,975 16,223 4,809
23. Allowance for Funds Used During Construction
24, Income (Loss) from Equity Investments
25. Non Operating Margins - Other
20, Generation and Transmission Capital Credits

Jiher Capital Credits and Patronage Dividends

raorthnary Items
Patronage Capital or Margins (27 thru 28) 1,227,364 976,772 1,145,767 253,927
RUS Financial and Operating Report Electric Distribution Revision Date 2010
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UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICI:
FINANCIAL AND OPERATING REPORT
ELECTRIC DISTRIBUTION

BORROWLER DESIGNATION

Ky0057

INSTRUCTIONS - See help in the online application.

PERIOD ENDED

February, 2013

PART B. DATA ON TRANSMISSI

ON AND DISTRIBUTION PLANT

YEAR-TO-DATE YEAR-TO-DATE
I'TEM LAST YEAR THIS YEAR I'’'EM LAST YEAR THIS YEAR
{a) (h) (a) (b)
1. New Services Connected 48 41} 5. Miles Transmission
2. Services Retired 33 5g O Miles Distribution 2,492.69 2,498.36
Overhead
3 Total Services in Plice 24,582 24,674 |- Miles Distribution - 123.10 127.73
Underground
4. 1dle Services 8. Tolal Miles Energize
'(Jlfu‘/m/( Seasonals) 930 976 ](5) +6+ 7L) e 2,615.79 2,626.09
PART C. BALANCE SHELT
ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS
B Total Utility Plant in Service 91,662,935 30.  Memberships 430,855
2, Construction Work in Progress 842,572} 31.  Patronage (apital 37,404,028
3. Total Utility Plant (7 +2) 92,505,507 32.  Operating Margins - Prior Years 0
4. Accum. Provigion or Depreciation and Amort. 32,939,316 33, Operating Margins - Current Year 972,797
s, Net Utility Plant (3 - 4) 59,566,191 | 34,  Nan-Operating Marging 3,974
6. Non-Uithty Property (Net) O 35.  Other Margins and Equities (822,974)
7. Investments in Subsidiary Companies 0] 36. Total Margins & Equities (30 thru 35) 37,988,680
8. Invest, in Assoc. Orp. - Patronage Capital 18,333,431 37.  Long-lerm Debt - RUS (Net) 3,554,881
9. Invest. in Assoc. Org. - Other - General Punds 0] 38.  Long-Term Debt - ITB - RUS Guaranteed 33,053,249
Invest. in Assoe. Org. - Other - Nongeneral Funds 903,937] 39.  Long-Term Debt - Other - RUS Guaranteed 0
Investments in Economic Development Projects 0] 40.  Long-Term Debt Other {(Net) 5,425,606
Other Investments 0] 41.  Long-Term Debt - RUS - Econ. Devel. (Net) 0
Special Funds 0] 42, Payments Unapplied 1,249,165
Total Other Property & Investments 19,237,368] 43, Total Long-Term Debt 40,784,571
(6 thru 13) (37 thru 41 - 42)
15, Casho- General Funds 3,609,540 44.  Obligations Undey Capital Leases - Noncurrent 0
16, Cash - Construction Funds - Trustee Of 45, ]A;:(]L“\n::lcl;|ll‘{'tln(;)tpl;i:::"(%l::g;[I:gl::h 3,227,320
17.  Special Deposits 4,300 46. Total Other Noncurrent Liabilitics (44 + 45) 3,227,320
I8, Temporary Investments 5,000] 47.  Noles Payabic 0
19, Notes Receivable (Net) 01 48,  Accounts Payahie 3,691,283
200 Accounts RL‘CL’.I\"RII)IC - Sales of Foergy (Net) 4,874,821 49 Consumers Deposits 1,383,150
21 Accounts Reeeivable - Other (Net) 57,492
22, Renewable Dneroy Credits 0] 50,  Current Maturitics Long- Term Debt 0
23 Materials and Supplics - Blectric & Other 780,466 31 ¢ urrent !\‘!nl“”“cs 1ong-Term Deht 0
- eonomic Development
240 Prepayments 137,255] 52, Current Maturities Capital Leases 0
25, Other Current and Accrued Assels 162,000 53.  Other Currentand Accrued Liabilities . 1,381,503
6. Total Current and Accrued Assets 9,630,874| 4. Total Current & Accrued Liabilities 6,455,936
(15 thru 25) (47 thru 53)
27, Regulatory Assels 0] 55 Reguatory [iabilitics 0
28, Other Delerved Debils 72,074 50, Other Delerred Credits 50,000
29 ‘Total Assets and Other Debits 88,506,507 | 7. Total Liabilitics and Other Credits 88,506,507

(5414426 thru 28)

(36 + 43 +46 + 54 thru 56)

RUS Financial and Operating Report Electric Distribution

Revision Date 2010
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According 1o the Paperwork Reduction Act of 1895, an agency miy nat conduct or sponsor, itnd a person is not required to respond 1o, a collection of information unless it displays a vidid OMB
control number. The valid OMB conirol number for 1his information collection is 0572-0032. The time required 10 complete his information collection is estimated to average 15 hours per
response. including the time {or reviewing instructions. searching existing dai sources, gathering and maintaining the data needed, and completing and reviewing the collection of icformation.
UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION
RURAL UTILITIES SERVICE

KY0057

FINANCIAL AND OPERATING REPORT PERIOD ENDED March, 2013

ELECTRIC DISTRIBUTION BORROWER NAME

Cumberland Valley Electric, Inc

INSTRUCTIONS - See help in the online application.
This mformation is analyzed and used (o determine the submitier’s Financial sitnation and feasibility for loans and guarantees. You are required by contract and applicable
regulations to provide the information. The information provided is subject 1o the Freedom of Information Act (3 U.S.C. 552)

CERTIFICATION

We recognize that statements contained herein concern a matter within the jurisdiction of an agencey of the United States and the making of a
false, fictitious or fraudulent statement may render the maker subject to prosecution under Title 18, United States Code Seetion 1001,

We hereby certify that the entries in this repari are in accordance with the accounts and other records
of the system and refleet the status of the system to the best of our knowledge and belief.

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CIFR CHAPTER XVIE RUS, WAS IN FORCE DURING THE REPORTING
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES DURING THE PERIOD COVERED
BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CHAPTER XVII
(check one of the following)
All of the obligations under the RUS loan documents [0 There has heen a default in the fulfillment of the ohligations
have been fullilled in alt material respects. undder the RUS loan dacuments. Said defauli(s) isfaie
specilically described in Part D of this report.
TED HAMPTON 4/16/2013
DATE

PART A. STATEMENT OF OPERATIONS
YEAR-TO-DATE

ITEM LAST YEAR THIS YEAR BUDGET THIS MONTH
1a) (h) (c) {d)
Operating Revenue and Patronage Capital 13,551,371 14,211,386 13,551,371 4,308,885
ower Production Expense

Cost ol Purchased Power 9,869,320 10,458,005 9,869,320 3,450,506
. Transmission Expense
3. Regional Market Expense
6. Distribution Expense - Operation 323,674 376,708 381,935 102,758
7. Distribution Expense - Maintenance 677,110 648,884 690,652 199,318
8. Cusiomer Accounts Expense 457,947 490,794 467,106 150,782
9. Customer Service and Informational Expense 31,187 48,092 38,048 12,936
10. Sales Expense
11, Administrative and General Expense 296,824 336,596 314,633 97,812
12, Total Operation & Maintenance Expense 2 thra 11) 11,656,062 12,359,079 11,761,694 4,014,112
13, Depreciaiion and Amortizittion Expense 730,833 766,099 760,066 255,860

14, Tax Expense - Propenty & Gross Recaipts

15, Tax Expense - Other

10, Interest on Long-Term Debt 104,875 91,005 105,924 19,162
17, Interest Charged 1o Construction - Credit

I8, Interest Expense - Other 20,372 1,415 1,019 1,010
[19. Other Deductinns 3,714 3,095 3,900 845
20.  Total Cost ol Blectric Service (12 thru 19) 12,515,856 13,220,693 12,632,603 4,290,989
21, Patronage Capital & Operating Margins ( minus 20) 1,035,515 990,693 918,768 17,896
22, Non Operating Marging - Interest 27,239 24,606 20,701 20,631

23, Allowanee for Funds Used During Construction

24, Income (Loss) from Equity Investments

25, Non Operating Margins - Other

20. Generation and Transmission Capital Credits
27, Other Capital Credits and Patronage Dividends 19,776 26,661 19,776 26,661

straordiary llems
290 Patronage Capital or Margins (27 thru 28) 1,082,530 1,041,960 959,245 65,188

RUS Financial and Operating Report Electric Distribution Revision Date 2010
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Page 6 of 24
UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION
RURAL UTH.ITIES SERVICL:
KY0057
FINANCIAL AND OPERATING REPORT
ELECTRIC DISTRIBUTION PERIOD ENDED
INSTRUCTIONS - See help in the online application. March, 2013
PART B. DATA ON TRANSMISSION AND DISTRIBUTION PLANT
YEAR-TO-DATL YEAR-TO-DATE
ITIEM LAST YEAR THIS YEAR I'TEM LAST YEAR THIS YEAR
(a) (h) (a) (b}
. New Services Conneeted 71 671 5. Miles Transmission
2. Services Retired 79 go ¢ Miles Disibution- 2,492.10 2,499.03
. Overhead
3. Total Services in Place 24,559 24,692 7 !\)lxles Distribution - 123.37 127.94
Underground
4 dle Services 8. Total Miles Bucergized
(Exelinde Seasonals) . 1,025 (546+7) puereed 2.615.47 2.626.97
PART C. BALANCE SHEET
ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS
| Fotal Utility Plantin Sarvice 91,890,692 30.  Mcmberships 430,355
7 Construction Work m Progress 944,613 31.  Pawonage Capital 37,404,027
3. Total Utility Plant (1 + 2) 92,835,305 32.  Operating Margins - Prior Years 0
4. Acctim. Provision for Depreciation and Amort. 33,034,347 33, Operating Marging - Current Year 1,017,354
5. Net Utility Plant (3 - 4) 59,800,958} 34, Non-Operating Margins 24,606
6. Non-Uitility Property (Net) 0] 35 Other Margins and Equities (818,589)
7. lovestments in Subsidiary Companies 01 3. Total Marging & Equities (30 (hru 33) 38,057,753
8. Invest. in Agsoc. Org,. - Patronage Capital 18,351,755| 37.  Long-Term Debt - RUS (Net) 3,544,880
9. nvest, in Assoc. Org. - Other - General 'unds 0] 38.  lLong-Term Debt - I'FB - RUS Guaranteed 32,768,804
10, Invest. in Assoc. Org. - Other - Nongeneral Funds 903,042 39, Long-Tarm Debt - Other - RUS Guaranteed 0
11, Investments in Feonomic Development Projects 0 40.  Long-Term Debt Other (Net) 5,399,723
Dther Investments O 4i.  Long-Term Debt - RUS - Econ. Devel. (Net) 0
Special Funds O 42,  Payments Unapplied 1,264,551
Total Other Property & Investments 19,254,797( 43. Tatal Long-Term Debt 40,448, 856
(6 thru 13) (37 thry 41 - 42)
15, Cash - General lFunds 3,275,162 | 44, Obligations Linder Capital Leases - Noncurrent 0
16, Cash - Construction Funds - Trustee 0] 45. JX,:JIJ_\T:LI;M]&I[1(1)3)1:1[:1:zn(%lﬂllg:/ll:::::b 3,243,946
7. Special Deposits 4,300 46. Tatal Other Noncurrent Liabilities (44 + 45) 3,243,946
18, Temporary [nvestments 5,000 47.  Notes Payable 0
19, Notes Receivable (Net) 0] 48 Accounts Payable 3,781,847
20, Accounts Rccc{vublc - Sales of Fnergy (Net) 4,693,341 49, Consumers Deposits 1,339,000
21 Accounts Receivable - Other (Net) 67,002
22, Renewable Inergy Credits 0] 50 Current Maturities Long-Term Debt 0
23 Materials and Supplies - Veetrie & Other 783,170]| 51, ('\lfr]ml !\‘!’Jm”mls Long-Term Debt 0
- Econonie Development
24, Prepayiments 129,630 52, Current Maturities Capital Leases 0
25 Othey Cwrrent and Accrued Assets 238,121 53, Other Current and Acerued Liabilities 1,398,883
76, Total Current and Accrued Assets 9,195,726| 34, Total Current & Accrued Liabilities 6,519,730
(13 thru 25) (47 thrit 5.3)
27, Regultory Assels 0] 55 Regulmtory Liabibtics 0
28, Other Deferred Debits 64,867 50, Qther Delerred Credits 46,063
29 fl".nl:\l Assets and f)lllcr Debits 88,316,348| 57. Total Liabilities —;m(l Other Credits 88,316,348
(3414426 thru 28) (36 +43 +d6 + 54 thru 56)

RUS Financial and Operating Report Electric Distribution Revision Date 2010




Exhibit Q
Page 7 of 24
According 1o the Paperwork Reduction Act of 1993, an agency may not conduct or spansor, ind a person is not required to respond to, a collection of information unless it displays a valid OMB
control number. The valid OMB control number for this information collection is 0572-0032. The time required to complere this information collection is estimated ro average 13 hours per
respronse, inclading the rime for reviewing instructions, searching existing data sources. gathering and maintaining the dawa needed. and completing and reviewing the collection of information.
UNITED STATES DEPARTMENT OTF AGRICULTURE BORROWER DESIGNATION
RURALUTILITIES SERVICE

KY0057

FINANCIAL AND OPERATING REPORT PERIOD ENDED apri1, 2013

ELECTRIC DISTRIBUTION BORROWER NAME

Cumberland Valley Electric, Inc

INSTRUCTIONS - See help in the online application.
[This information is analyzed and used 1o determine ihe submitter’s financial situation and feasibility nr loans and guarantecs. You are required by contract and applicable
regulations Lo provide the mformation. The information provided is subject (o the Freedom of lnformation Act (3 UL.S.C. 552)

CERTIFICATION

We recognize that statements contained herein coneern a matter within the jurisdiction of an agency of the United States and the making of a
false, fictitious or frandulent statement may render the maker subject to prosecution nnder Title 18, United States Code Section 1001,

We hereby certify that the entries in this report are i accordance with the accounts and other records
of the system and reflect the status of the system ta the best of our knowled e and belief.

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVII, RUS, WAS IN FORCE DURING THE REPORTING
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES DURING THE PERIOD COVERED
BY THIS REPORT PURSUANT 7O PART 1718 OF 7 CFR CHAPTER XvVII
{check one of the follmwing)

All of the obligations under the RUS loan documents D There has been a defaudt in the fullillowent of the obligations
have been Tulfilled in all material respects. uncder the RUS loan documents. Said default(s) is/are
specilically described in Part D of this report.
TED HAMPTON 5/9/2013
DATE

PART A. STATEMENT OF OPERATIONS
YEAR-TO-DATE

ITIEM LAST YEAR THIS YEAR BUDGET THIS MONTH
(a1) (h) (c) (d)
1. Operating Revenue and Patronage Capital 16,693,494 17,736,961 16,693,494 3,525,575
Fower Production Expense
Cost of Purchased Power 12,227,885 13,032,216 12,227,885 2,574,211
Transmission Expense
5. Regional Market Expense
6. - Distribution Expense - Operation 451,525 467,553 532,799 90, 845
7. Distribution Expense - Mainfenance 870,266 846,394 887,671 197,511
S, Customer Accounts Expense 606,068 631,160 618,190 140,366
9. Customer Service and Informational Expense 40,112 62,517 48,937 14,425
10. Sales Expense
i1, Administrative and General Expense 395,904 428,158 419,658 91,562
12, Total Operation & Muintenance Expense (2 thri 11) 14,591,760 15,467,998 14,735,140 3,108,920
13 Depreciation and Amortization Expense 975,789 1,022,536 1,014,821 256,437

4. Tax Expense - Property & Gross Reeeipls
15, Tax Expense ~ Other

16, lnerest on Long-Term Debt 140,022 113,861 141,422 22,856
‘I7, Interest Charged to Constbruction - Credit

18, Interest Expense - Other 27,217 1,612 1,361 196
49, Other Deductions - 4,759 3,670 4,997 575
200 Total Cost of Klectrie Service (12 thru 19) 15,739,547 16,609,677 15,897,741 3,388,984
21, Patronage Capital & Operating Margins (J minus 20) 953,947 1,127,284 795,753 136,591
22, Non Openting Marging - Interest 34,544 30,724 < 26,254 6,118

23, Allowance for Funds Used During Construction

24 Income (Loss) from Equity Investments

25, Non Operating Margins - Other 59,372
26, Generation and Transmission Capital Credits
27, Other Capital Credits and Patronage Dividends 19,776 26,661 19,776

xraordinary ltems
227 Patronage Capital or Margins (27 rhru 28) 1,067,639 1,184,669 841,783 142,709
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