
W. JEFFREY SCOTT, PSC 
W. Jeffrey Scott 

Brandon Michael Music 

Whitley Hill Bailey 

January 3, 2019 

Gwen R. Pinson, Executive Director 
Kentucky Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602 

Attorneys at Law 
311 W. Main Street 

- P.O. Box 608 
Grayson, Kentucky 41143 

Re: In the Matter of Adjustment of Rates 
of Grayson Rural Electric Cooperative Corporation 
Case No. 2018-00272 

Dear Ms. Pinson: 

Phone- (606) 474-5194 
FAX- (606) 474-5196 

e-mail - wjscott@windstream.net 

RECEIVED 

JAN 0 4 2019 

PUBLIC SERVICE 
COMMISSION 

Please find enclosed an original and ten (10) copies of Grayson's responses to the Commission's 
Order "Commission Staff's Third Request for Information to Grayson Rural Electric Cooperative 
Corporation" dated December 14, 2018. 

Should you have any questions, or need additional information, please let me know. 

r I Electric Cooperative Corporation 

Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of Adjustment of Rates 

Of Grayson Rural Electric Cooperative 

Corporation 

APPLICANT'S RESPONSES TO 

RECEIVED 

JAN 0 4 Z019 

PUBLIC SERVICE 
COMMISSION 

Case No. 2018-00272 

COMMISSION STAFF'S THIRD REQUEST FOR INFORMATION 

The applicant, Grayson Rural Electric Cooperative Corporation, makes the following 

responses to the "Commission Staff's Third Request for Information", as follows: 

1. The witnesses who are prepared to answer questions concerning each request are Carol 

Fraley, Bradley Cherry, and James R. Adkins. 

2. Carol Fraley, President & CEO of Grayson Rural Electric Cooperative Corporation is the 

person supervising the preparation of the responses on behalf of the applicant. 

3. The responses and Exhibits are attached hereto and incorporated by reference herein. 

Grayson Rural Electric Cooperative 
Corporation 
wjscott@windstream.net 



The undersigned, Carol Fraley as President & CEO of Grayson Rural Electric Cooperative 
Corporation, being duly sworn, states that she has supervised the preparation of the responses 
and that the matters and things set forth herein are true and accurate to the best of my 
knowledge, information and belief, formed after reasonable inquiry. 

Dated: January 3, 2019 

GRAYSON RURAL ELECTRIC COOPERATIVE CORPORATION 

Subscribed, sworn to, and acknowledged before me by Carol Fraley, as President & CEO 
for Grayson Rural Electric Cooperative Corporation on behalf of said Corporation this 3rd day of 
January, 2019. 

~.D!Dt) f.l '- ~ M.e~ M< ~trif 5242/D-
Notary Public, Kentucky State At Large . .-r /-' _,: r-:, 

My Commission Expires: )- 9-d.D 19 



The undersigned, Bradley Cherry, as Manager of Finance & Accounting of Grayson Rural Electric 
Cooperative Corporation, being duly sworn, states that the responses herein are true and 
accurate to the best of my knowledge and belief formed after reasonable inquiry. 

Dated: January 3, 2019 

GRAYSON RURAL ELECTRIC COOPERATIVE CORPORATION 

Subscribed, sworn to, and acknowledged before me by Bradley Cherry, as Manager of 
Finance & Accounting for Grayson Rural Electric Cooperative Corporation on behalf of said 
Corporation this 3rd day of January, 2019. 

Y\AD~~f\1) fl.\.J~~OA..~ J:l)3ES~~lf~lo': .. _.-~~:~~\ 
Notary Public, Kentucky State At Large ~ __ ~-- _- · ' ~ ,--_; = 

- .. 

I - 9- dDJ 9 -\?;_~;:.-:-.'_- ~ -; _:.>:~ My Commission Expires: 
-.--:. ~. . 



. . . .. . 

. The undersigned, J~mes Adkins a san Elect'ric Co~perative Consultant, being duly sworn,. • 

states that the responses herein are true and accurate to the best of my knmNiedge ~nd belief. 

formed aftei"reason()ble inquiry: •· . 
. . . 

Dated: Janl,Jary 3i 2019 

. . . 

·.·---~---·· 

James Adkins · 

•• (_~£/./~--

. . . . . . . . . . . 

. . ·: ._. ·_: .·: _· ·_: .· . .: :' .· ·_ .... · ... _·: . . . : · .. :_ : ' .. : ... ·: :::. __ · ... _· ... 

·_ • · ·· Su~sciibe~, swor~ to, and acknowledged before me by Janies Adkins for Grayson Rlm31-. · .. 
Electric ~~operative Corporation on behaifof said Cqop~rath1e. this 3rd day of January,· 2019; ·. · 

.-_,· ... it ... ' .. 

·.·.- i• /', 

lJY\cwMru Cl .ill~~_.,.-·~~-):.:-,~-/ ::·_--;'i .· 
. ' . · ....... '· ... · ....... ·-=-=· -~-. ·:- .. ~ ':..:":·':'? .. 
Notary Public; Kentucky State At Laq~e::'. · _:._;- -_< _ · 

' . ' . . . ' .. ' . . ~-' ,-:-<::-~ :. . -·· 

. . . My .Commission Expires: . · ·.1- 9 - JDrct;;><:~----~~~<~-~ ~- _.-~ · . 
. ~ :-_: :· J'~· ·_ ·~ . ~': • 



Question 1 
Page 1 of 1 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 

1. Refer to Grayson RECC's response to Commission Staffs Second Request for 

Infonnation (Staffs Second Request), Item I.e. Provide Grayson's TIER and OTIER for October 

and November 2018 and year-to-date. Consider this an ongoing request to be updated as each 

month becomes available. 

Response 1: 

October TIER: -1.16 
YTD TIER: 1.41 

October OTIER: -1.19 
YTD OTIER: 1.21 



Question 3 
Page 2 of6 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 



Question 3 
Page 3 of6 

Witness: James Bradley Cherry, 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 



Question 3 
Page 4 of6 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staffs Third Request for Information 



Account 4: 

Question 3 
Page 5 of6 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commis~ion Staffs Third Request for Information 

~----- T - . ---
1 l Energy Charge) Energy Charge! 

j ~_i!!_M__Q!!_t_!l_ ~t! ____ Dema~~ _ ~_!=l!~_d.~~_!§.l .J~!=_h_~dule}l j 
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. -------·:. --- -. --,:-;:;;:::]- -------- ---- .. -----
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I 18-Jun: 4n1 10.581 $ 391.71 $ 525.78 
· · -18-::-Jud · 4372l --7.n31 $ 349:22 ! $-_____ , ----1 ______ , - -~----I --· 484.11 

!~=~~~~ 48111 ?.:99?.11 -~ ~?~~~ i ~ 529.96 
18-Sep! 48461 9.324, $ 388.75 1 $ 533.62 ----------, ----1 _______ , - ------- l ·-
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Question 3 
Page 6of6 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staffs Third Request for Information 



Grayson Rural Electric Cooperative 
Case No. 2018-00272 

Question 4 
Page 1 of 1 

Witness: James Adkins 

Commission Staffs Third Request for Information 

4. Provide an electronic copy in Exc.el format for each of the schedules referenced in the 

exhibits to Grayson RECC's response to Staffs Second Request, Items 8, 22, 24, and 26. 

Response4: 

Please see attached in electronic format on provided flash drive. 



Grayson Rural El~ctric Cooper~tive 
Case No. 2018-00272 

Commission Staff's Third Request for Information 

Question 5 
Page 1 of I 

Witness: James Adkins 

5, Refer to Grayson RECC's response to Staffs Second Request, Item 10. Provide a 

revised Schedule K. 

Response 5: 

Please see attached. 



Exhibit K 
page 1 of7 

Witness: James Adkins 
2 

3 

4 Grayson Rural Electric Cooperative 

5 

6 

7 

8 

9 

10 

11 

12 

B Net margins 

14 

15 G& T capital credits 

16 

11 Interest on long-term debt 
18 

19 Total 

20 

21 Net rate base 

22 
23 Rate of return 
24 

2s Equity Capitalization 

26 

21 Rate of return 
28 

29 

30 

31 

32 

Case No. 2018-00272 

Computation of Rate of Return 

December 31, 2017 

Actual 
Test Year 

$ (1,543,559} 

504,926 

980,167 

$ (58,466} 

$ 55,669,419 

~ 

$ 52,523,~46 

~ 

$ 

$ 

$ 

$ 

Adjusted 

Test Year 

1,146,335 

1,146,335 

2,292,670 

55,584,018 

~ 

55,213,240 

~ 



Exhibit K 

2 page 2 of 7 

3 Witness: James Adkins 

4 Grayson Rural Electric Cooperative 

5 Case No. 2018-00272 

6 Determination of Rate Base 

7 December 31, 2017 

8 

9 Actual Adjusted 

10 Test Year Test Year 

11 Gross rate base: 
12 

13 Total electric plant $ 77,910,578 $ 77,910,578 

14 Material and supplies 267,646 267,646 
15 (13 months average for test year) 

16 Prepayments 328,343 328,343 
17 (13 months average for test year) 

18 Working capital: 

19 12.5% qf operating expense 

20 less cost of power 1,004,141 1,001,485 
21 

22 79,510,709 79,508,053 
23 Deductions from rate base: 

24 Accumulated depreciation 23A74,155 23,556,900 
25 Consumer advances 367,135 367,135 
26 

'27 Net rate base $ 55,669,419 $ 55,584,018 

28 

29 Material Pre(!a~melits 
30 

31 December, 2016 287,319 49,217 
32 January, 2017 289,004 375,345 
33 February 336,848 367,554 
34 March 261,770 355,351 
35 April 244,114 464,382 
36 May 251,223 470,303 
37 June 236,654 467,124 
38 July 260,026 455,091 
39 August 236,480 445,851 
40 September 270,914 354,908 
41 October 256,547 260,900 
42 November 264,896 151,000 
43 December 283,605 51,439 
44 

45 Average 267,646 328,343 
46 

47 



1 

2 

3 

4 
5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

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 

Grayson Rural Electric Cooperative 

Case No. 2018 .. 00272 
Computation ofRate of Return 

December 31,2017 

Test Year 1st I 2017 2016 

($1,543,559) $1,592,008 
980,167 895,352 

(5"63,392) 2,487,360 

55,669,419 55,200,765 

-l.Ol% ~ 

I Test Year 1st I 2017 2016 

($1,543,559) $1,592,008 
504,926 1;223,640 
980,167 895,352 

(1,068,318} 1,263,720 

55,669,419 55,200,765 

Rate of return, excluding G & T -1.9~ ~ 

Calendar Year 
2nd I 3rd 
2015 2014 

$2,265,283 $1,822,172 
904,235 950,337 

3,169,518 2~772,509 

53,931,146 53,202,842 

~ ~ 

2nd 1st I 2015 2014 

$2,265,283 $1,822,172 
1,252~016 1,372;772 

904,235 950,337 
1;917,502 1,399,737 

53,931,146 53,202,842 

~ ~ 

Exhibit K 

page3 of7 
Witness: James Adkins 

4th 5th 
2013 2012 

$2,995,430 $414,579 
986,603 1,011,489 

3;982,033 1,426,068 

52,549,274 52,268,566 

I 
I 

~ ~ 

Calendar Year 
2nd 

1 
3rd 

2013 2012 I 
$2,995,430 $414,579 

1,646,121 1,245,975 
986,603 1,011,489 

2,335,912 180,093 

52,549,274 52,268,566 

~ ~ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Gross rate base: 

Total electric plant 

Material and supplies (13 mo. ave 1 

Prepayments (13 mo. ave test year 

Working capital: 

12.5% of operating expense 

less cost of power 

Deductions from rate base: 

Accumulated depreciation 

Consumer advances 

Net rate base 

Grayson Rural Electric Cooperative 

Case No. 2018.;00272 
Determination of Rate Base 

December 31, 2017 

calendar Year 
Test Year 1st 2nd 3rd 

2017 2016 2015 2014 

.$77,910,578 $75,303,183 $72,596;431 $69,884,453 

267,646 287,319 5as;o89 295,860 

328,343 49,217 29i189 46,456 

1,004,141 1,016;880 963~717 1,070,031 

79,510,709 76,656~599 74,094,426 71,296,800 

23,474,155 21,285,230 19.,929,296 17,874,497 

367;135 170~604 233,984 219,461 

$55,669;419 .$55~200,765 $53,931,146 $53,202,842 

Exhibit K 
page 4 of 7 

Witness: James Adkins 

4th 5th 
2013 2012 

$67,874,905 $65,808,223 

304,238 259,087 

39,236 37,351 

912,859 950,094 

69,131,238 67,054,755 

16,400,827 14,617,837 

181,137 168;352 

$52,549,274 $52,268,566 



Exhibit K 

page 5 of 7 
Witness: James Adkins 

2 

3 

4 Grayson Rural Elt!ctric Copperative 
5 

6 

7 

8 

9 

10 

11 

12 TIER: 
13 

Case No. 2018-00272 
TIER and DSC Calculations 

December 31, 2017 

Actual 
Test Year 

14 Margins, excluding G&T capital credits ($2,048,4a5) 
980,167 1s Interest on long term debt 

16 

17 TIER 
18 (Margins +Interest) I Interest 
19 

20 osc: 
21 

22 Margins, excluding G&T capital credits 
23 Depreciation expense 
24 Interest ori long term debt 
2s Principal payment on 
26 long term debt 
27 

2s DSC 
29 

(1.09) 

($2,048;485) 
3,477,092 

980,167 

1,343;678 

1.04 

30 

.31 

32 

33 

34 

DSC = (Margins +depreciation + interest) 
I (interest+ principal payments) 

Adjusted 
Test Year 

$1,146,335 
1,146,335 

2.00 

$1,146,335 
3,560,191 
1,146,335 

1,343;678 

2.35 



Grayson Rural Electric Cooperative Exhibit K 

2 Case No. 2018;..00272 page 6 of7 
TIER and DSC Calculations Witness: James Adkins 

4 December31, 2017 
5 

6 Calendar Year 
7 Test Year 1st 2nd 3rd 4th 5th 
8 TIER calculations: 2017 2016 2015 2014 2013 2012 
9 

10 Margins, excluding G&T 
11 capital credits {2,048,485) 368~368 1,013,267 449,400 1,349,309 (831,396) 
12 Interest on long term debt 980,167 895~352 904,235 950,337 986,603 1,011,489 
13 TIER, excluding G&T capital credi (1.09) 1.41 2.12 1.47 2.37 0.18 
14 

15 Margins, includingG&T 
16 capital credits {1,543,559) :1.,592;008 2,265,283 1,822,172 2,995,430 414,579 
17 Interest on long term debt 980,167 895,352 904,235 950,337 986,603 1,011,489 
18 TIER . (0.57) 2.78 3.51 2.92 4.04 1.41 
19 

20 DSC calculations: 
21 DSC = ((Margins + depreciation+ interest) I (interest+ principal payments) 
22 

23 Margins, excluding G& T 
24 capital {;red its (2,048,485) 368,368 1,013,267 449,400 1,349,309 (831,396) 
25 Depreciation expense 3,477,092 3;341;888 3,221,794 3,088,646 3,036,976 2,889,514 
26 Interest on long term debt ·980,167 895,352 904,235 950~337 986,603 1,011,489 
27 Principal payment on 
28 long term debt 2,264,892 1,944,363 2,096,343 2,133,467 1,883,798 1,666,506 
29 DSC,excluding G& T capita I credit m 1.62 .kZ2. ~ . . .l&l 1.15 
30 

31 Margins, inCluding G&T 
32 capital credits (1,543,559) 1,592,008 2,265,283 1,822,172 2,995,430 414;579 
33 Depreciation expense 3,477,092 3,341,888 3,221,794 3;088;646 3,036,976 2,889,514 
34 Interest on long term debt 980,167 895,352 904,235 950;337 . 986,603 1,011,489 
35 Principal payment on 
36 long term debt 2,264,892 1,944,363 2,096,343 2,133,467 1,883,798 1,666,506 
37 DSC ~ ~ 2.13 ~ 2& ~
38 



1 Grayson Rural Electric Cooperative Exhibit K 

Case No. 2018-00272 page 7 of7 

Equity capitalization Witness: James Adkins 

4 December 31,2017 

5 

6 Test. Calendar Year 

7 Year ~ ~ II II 8 Proposed 2017 2016 2015 2014 2013 2012 
9 . Egulri Ca[!italizatlon: 
10 without G& T [!atronage caRital 
11 

12 Total margins and equities 28,299,078 25;609,184 26,881;486 25,391,897 23,274,521 21,537,118 18,650,329 

13 Less G&TPatronage capital 14,872,945 14;872,945 . 13;649';305 12,397:~289 n;o24,517 9,378;396 8,132,421 

14 13,426;133 10,736,239 13,232,181 12,994,608 12,250,004 12,158;722 10,517,908 

15 Long-term debt 41,787,107 41,787,107 40,051,998 42,230;385 44;326,727 42,022,194 39,176,030 

16 Total 55;213,240 52,523,346 53;284;179 55,22;ih993 56,57.6; 731 54;180;916 49,693,938 

17 

18 Equity capitalization ratio ~ 20% .~ .24% 22% ~ ~ 
19 

20 Egulri CaRitalization: 
21 with G&T eatronage caeltal 
22 

23 Total margins and equities 28,299,078 25,609,184 26;881,486 25;391,897 23;274,521 21,537,118 18,650,329 
24 Long-term debt 41,787,107 41,787,107 40;051,998 42,230,385· 44;326,727 42,022,194 39,176,030 
25 Total 70,086,185 67;396,291 66,93~,484 67;622,282 67~601,248 63,559,312 57,826,359 

26· 

27 Equity capitalization ratio ~ ~ ~ 38% 34% 3§% ~ 
28 

29 Eguitv to Total Assets: 
30 with G& T eatronage caeital 
31 

32 Total margins and equities 28,299,078 2:5,609,184 26;881,486 .25,391,897 23,274,521 21,537,118 18,650,329 
33 Total assets 79,989,005 77,299,111 77,808,837 75,985,062 75,116,227 72,893;358 68,429,726 
34 

35 Equity to total asset ratio ~ ~ .~ ~ .3UU ~ ~ 
36 

37 

38 



Grayson Rural Electric Cooperative 
· Case No. 2018-00272 

Commission Staffs Third Request for Information 

Question 6 
Page 1 of 1 

Witness: James Adkins 

6. Refer to Grayson RECC's response to Staffs Second Request, Item 11, Exhibit L, page 

1, line 12. Confirm that the amount of$67,396,291 is the sum ofTotal margins & equities plus 

Long-term debt for test year 2017. 

Response 6: 

Confirmed. 



Grayson Rural Electric Cooperative 
Case No. 2018-00272 

Commission Staffs Third Request for Information 

Question 7 
Page I of I 

Witness: James Adkins 

7. Refer to Grayson RECC's response to Staffs Second Request, Item I3.e, and the 

revised Cost of Service Study (COSS) filed with the·response. 

a. Refer to the Classification 2 Tab, line 82. Verify that the Percentage Allocation 

for Overhead Lines includes Underground Conductors. 

b. Verify that if the Underground Conductors values (Line 78) were removed 

from line 82, Percentage Allocations for Overhead Lines would equal 44.8 percent for Consumer 

and 55.52 percent for Demand, instead of the percentages shown in the revised COSS on line 82. 

c. Refer to Grayson RECC's response to Staffs Second Req11est, Item 13. 

Reconcile the response to what is stated in response to Item 13.e. 

Response 7a: 

The Percentage Allocation for Overhead Lines includes Underground Conductors. 

Response 7b: 

The Percentage Allocation for Overhead Lines equals 44.48 percent for Consumer and 

55.52 percent for Demand if we removed the Underground Conductors values from this 

calculation. 

Response 7c: 

The response for Item 13h should have been the same one as the response to item 13e. 

The investment amount for Underground Conductors represents 0.90 percent of the total 

investment in overhead lines and underground conductor. Because of the investment amount in 

the underground conductor, it was decided to roll it onto the overhead line allocation amounts. 



Grayson Rural Electric Cooperative 
Case No. 2018-00272 

Commission Staff's Third Request for Information 

Question 8 
Page 1 of2 

Witness: James Adkins 

8. Refer to Grayson RECC's response to Staffs Second Request, Item 24. 

a. Confirm that the payroll adjustment, based on an increase limited to 3 percent 

and exclusive ofthe step increases for employees 201 and 204, is $50,064 ($3,459, 141-

$3,409,077). If not confirmed, provide the paytoll adjustment based on a payroll increase limited 

to 3 percent. 

b, Confirm that the payroll tax adjustment based on the payroll adjustment above 

is $7,072. If not confirmed, provide the payroll tax adjustment based on a payroll increase of 3 

percent as calculated in item a. above. 

c. Refer to Grayson RECC's response to Staffs Second Request, Item 8, the 

revised ScheduleS, page 3. Confirm the payroll and payroll tax adjustments are based upon 

Grayson RECC's original proposed adjustments in its application. 

d. Provide a copy of the report that was completed by NRECA and relied upon by · 

Grayson RECC to assist it in determining if the wages were fair and equitable for similar jobs in 

the surrounding area. 

Response Sa: 

Confirmed that the total adjustment is $50,064, with the effect on revenue requirement of 

$30,687. 

Response Sb: 

Confirmed. 



Response 8c: 

Grayson Rural Electric Cooperative 
Case No. 2018-00272 

Commission Staffs Third Request for Information 

Question 8 
Page2 of2 

Witness: James Adkins 

Confirmed. Grayson has provided an updated Exhibit S (see PSC-3-4) reflecting the 

revised adjustments, along with the effect of medica) insurance premiums refer~nced in PSC-3-

lO.b. 

Response 8d: 

Please see attached report and also refer to PSC-1-53. 



Grayson RECC 

October 201 7 

• Point Factor Compensation System 

• Developed by the National 
Consulting Group of NRECA 

• Currently in use in over 300 
Cooperatives nationwide 

MOVING YOUR BUSINESS FORWARD c(n1sultinggroup > 



• Point Factor Analysis 

• Salary Plan Development 

• Implementation Cost Analysis 

• Report to: 
• Management 

• Board of Directors 

MOiliNG YOUR BUSINESS FORWARD c·onsultin~roup > 

• To attract, retain and motivate 
employees of the caliber necessary 
to achieve the organization's 
objective. 

• To provide management with a 
consistent information system 
which can clearly explain why we 
pay what we do. 

MOVING YOUR BUSINESS FORWARD 

2 



• Compensation systems built on two 
main concepts. 
• Internal Equity 

• External Competitiveness 

MOVING YOUR BUSINESS FORWARO coiisultin~roup > 

• Compensation for each position is 
appropriate r~lative to other 
positions in the organization. 

• Internal equity is not "internal 
value"; what the relative value of 
each job contribution is to the 
overall mission of the organization 

• Standardized factor evaluation 
used to measure "relative worth" 

MOVING YOUR BUSINESS FORWARD 

3 



• Uses "Factors" common to all 
positions in a Cooperative. 

• Positions given a point value based 
on score on each factor. 

MOVING YOUR BVSINESS ~ORWARD tonsultin~l up> 

• Knowledge 
• Supervision 
• Responsibility 
• Complexity of Problems 

• Contacts 

MOVING YOVR BUSINESS FORWARD C. linsultingt..,tr< n1p > 

4 



• Market pricing for benchmark 
positions 

• Derive market pricing from Salary 
Surveys 

MOVING YOUR SUSINESS FORWARD cotisultinggroup > 

• 2017 NRECA National Compensation 
System 
• State of Kentucky 

• Entry Level to Technical Level 

• Kentucky, Ohio, Indiana, West VA 
• Technical and Professional positions 

• Economic Research Institute (ERI) 
• Average for Ashland, KY area 

MOVING YOUR BUSINESS FORWARO COJISUltinggroup) 

5 



• Ensure an "apples for apples" 
comparison of survey information 
with salary plan positions 

• Select positions with the best fit 
between internal point evaluations 
and survey values 

• Have an even distribution of 
benchmark positions 

MOVING YOUR BUSINESS FOFrWARD corisultin~roup > 

• Regression gives Minimum, Mid 
point and Maximum for each grade. 

MOVING I'()Uq BUSINESS FORWARD 

Grayson Line of Best Fit 

500 1000 1.500 2000 

Polrtts 

• surwvV•IuH 

• Rttr~niOfl Smootlnnt 
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Marlult Ran~ 
MIN LWR'M) MP l$>R lHD MAX GRADE 

$19.474 $22,082 $23,386 $24,890 $27,299 1 
$23,307 $26,.ol81 $28,088 S211,654 $32,828 2 
$27,129 $30,98S SS2,7eo $34,837 $38,391 3 
$30,1194 $36,341 $37,62() $39,898 $#,055 4 
S34,an $38,856 $42,3.o18 $#,937 $49,820 5 
$39,793 $#,<424 $47,2AO $50,!65 $55,1196 6 
$42,747 $49,0411 $52,200 $55,351 $61,654 7 
$46,7S2 $SS,729 $57,228 $60,726 $67,723 8 
$!i0,7.ol8 $58,<466 $62,322 $66,180 $73,8116 9 
$54,797 $63,256 $67,.ol84 $71 ,713 $80, 171 10 
$66,976 $68,100 $72,713 $77,325 $86,660 11 
$62,1194 $73,000 $78,009 $83,017 $93,033 12 
$67,122 $n,866 $83,371 $88,798 $99,621 13 
$71,29() $82,864 $88,801 $94,639 $106,313 14 
$75,486 $88,027 $94,298 $100,589 $113,111 15 
$79,710 $93,145 $99,862 $1~580 $120,014 16 
$83,962 $96,316 $105,493 $112670 $127,024 17 
$88,241 $100,641 $111,191 $119,841 $134,141 18 
$92.547 $108.820 $116.966 $125.082 $141,365 1$1 

MOVING YOUR BUSJNESS FORWARD consultinggroup > 

Individual Pay Level 

Compa Ratio= 
Midpoint of Grade 

1.00 = Incumbent is at Midpoint of Range 

MOVING YOUR BUSINESS FORWARD (uilsulting'JllHIJ1 > 
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N~•lt t1 t ed 

lWI 

lhd 
MP 

I 
Fu IIJ quell'led 

Meets ell• eq1s 

Up1 
Thd 

&nno•atfon 

MOl 

lnTfan~ 6. 01pe<ldlions 
Now cont<oOVIIOI'I 

PC>Qr ptrflll'n•~• Specie I c••• 
SoW ClLleo 

Ma•ket Voue 
Ta1get Zone 

5-10% 80 -90% 5-10% 

Salary Renge 

MOVING YOUR BUSINESS FORWARD co"nsultinggt )Up) 

• Over-all compa ratio for the organization is 
.99 including bargaining unit positions 
• Board is authorizing sufficient funds to 

compensate a long term and skilled 
workforce. 

• Salaries have been managed effectively for 
positions at Grayson 

• Several positions exist that are below the 
COMPensate wage & salary plan minimums 

• Over-all compa ratio is .90 when excluding 
the bargaining unit 

MOVING YOUR BUSINESS FORWARD c'·onsultin~..froup > 
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• Adopt the COMPensate Wage & Salary Program 

• Provide the Grayson RECC Board, CEO & 
employees with confidence a bona fide wage & 
salary program exists 

• Management uses and adheres to the plan 

• Yearly updates provide documentation of wage 
movement for budgeting purposes 

• Annual tracking device to assure newly appointed position 
salaries track performance and market increases. 

MOVING \'OUR BUSINESS FORWARD 

Daniel Bruning, Sr. Principal 

Human Resource Practice 
3606 N 156th Street 

Ste. 101-313 
Omaha, NE 68116 
(402) 266-1185 

Dan.Bruning@nreca.coop 

MOVING YOUR BUSINESS FORWARD 

<'liiisultinggmup) 
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Question 9 
Page I ofl 

Witness: James Bradley Cherry. 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 

9. Refer to· Grayson RECC's response to Staff's Second Request, ltein 25. Provide the 

2018 property tax for Elliott County and the City ofGrayson as it becomes available. 

Response 9: 

City of Grayson: $4,921.88 
Elliott Co.: Have not received 



Question 10 
Page 1 of3 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 

1 0. Refer to Grayson RECC's responses to Staffs Second Request, Item 3 I, and 

Commission Staff's First Request for Information (Staff's First Request), Item 55. Also refer to 

Grayson RECC's response to the Attorney General's Initial Data Request, Item 9. 

a. Confirm that Grayson RECC paid the full amount of the premium for its 

employee health insurance. 

b. Confirm that if employees with single coverage paid 21 percent of the premium 

and all others paid 33 percent ofthe premium, Grayson RECC's revenue requirement would 

decrease by $243,977. 

c. Confirril that the amount Grayson RECC paid in 401(k) benefits on behalf of 

employees with a defined benefit plan was $21,130. 

d. Explain Grayson RECC's response to the Attorney General's Initial Data 

Request Item 9b, in which Grayson RECC states that the amount contributed to the employee 

40l(k) plan is equal to the amount of the long-term disability insurance, which is paid by the 

employee. 

i. Provide, in Excel Spreadsheet format, the amounts contributed to the 

employee's 401 (k) plan and beside that provide the portion of the contribution to the 401 (k) 

plan that is for the long-term disability insurance. 

ii. Explain why Grayson RECC would contribute to a 401 (k) account for long

term disability insurance. 



Question 10 
Page2 of3 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Infonnation 

Response lOa: 

Grayson confinns the full amount of the premium for its employee health insurance is 

paid by the cooperative. 

Response lOb: 

Grayson does not confirm that the revenue requirement would decrease by the $243,977. 

This is the total decreas~. The effect on reven:ue requirement would be $149,529 calculated as 

follows. This aliocation is consistent with the all other payroll related adjustments. 

Total reduction in medical insurance premiums 

Allocation: 
Construction and retirement 
Others 
Distribution, operations · 
Distribution, maintenapce 
Customer accounts expense 
Customer service and infonnation 
Sales 
Administration and general 

Effect on revenue requirements 

Response 1 Oc: 

This is confirmed. 

($243,977) 

.20% ($49,045) 
19% (45,402) 
10% (24,371) 
20% (48,561) 
10% (24?910) 
2% (4,819) 
0% (651) 
19% {46,217} 

100% !$243,977) 

{$149,529) 



Response 1 Od: 

Question 10 
Page3 of3 

. Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Stc;1ff's Third Request for Information 

Grayson does not pay the long-term disability insurance premium for its employees. 

Grayson instead contributes an amount equal to the employee's long-term disability premium to 

each employee's 401 (k) plan. 

Response lOi: 

Please see Staff's First Request for Information, Item 55. The amount listed under 

401 (k) Grayson is equal to the portion that coincides with long-term disability premium. 

Response lOii: 

Grayson contributes the amount to an employee's 401 (k) account in lieu of paying the 

long-tenn disability premium for the employee. This was a negotiated benefit for the employee. 

The net effect to the cooperative is the same whether the cooperative p~id the long-tefll1 

disability premium or contributing to the employee's 401(k) plan. 



Question 11 
Page 1 of2 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Infonnation 

I 1. Refer to Grayson RECC's response to Staff's Second Request, Item 31 page 3 of 4. It 

states that the total company portion of premiums is $762,365.16. Reconcile this amount with 

Grayson RECC's response to Staffs First Request, Item 55, which shows an amount of $725,351 

under Column J ofthe spreadsheet, tab 2017. · 

Response 11: 

Please see attached document and included excel spreadsheet which reconciles the 

amount tQ $725,351. There was a calculation error in Grayson's response to Staff's Second 

Request. 



HDPPO - Single 

Monthly 

Premium 

Cost 

Yearly 

Premium 

Cost 

7 $ 754.27 $ 9,051.24 $ 

HDPPO - Family 

Company 

Portion of 

Premium 

Emj:!loyee 
Contribution 

63,358.68 $ 

32 $ 1,450.28 $ 17,403.36 $ 556,907.52 $ 

PPO- Family 

4 

Employee 225 Cash in lieu of Insurance 

Employee 610 1 Month Premium (Retire) 

$720,022.68 

$3,250.00 
$2,078.00 

$725,350.68 

Question 11 
Page 2 of 2 

Witness: James Bradley Cherry 

Assume 
Company 

Portion 

Assume 
Employee 

Contribution 

50,053.36 $ 13,305.32 

$ 373,128.04 $ 183,779.48 

$720,022.68 

$3,250.00 
$2,078.00 

$725,350.68 



Question 12 
Page 1 of 1 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 

12. Refer to Grayson RECC's response to Staffs Second Request, Item·31. Provide the 

rationale for offering the PPO-Family plan, which is more expensive than the HDPPO-Family 

plan. 

Response 12: 

Due to the inability of Grayson to contribute to an HSA for employees who have a 

covered dependent on disability or Medicare, subjecting them to full exposure to the $6,000 

family deductible; Grayson offers these employees the PPO-Flll11ily plan, which subjects the 

employees to co-pays instead. 



Question 13 
Page 1 of 1 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 

13. Refer to Grayson RECC's response to Staffs First Request, Item 55, under Column J 

of the spreadsheet, tab 2017, for employee 225. The health benefit is $3,250. Explain why this 

amount far less than that of other employees. 

Response 13: 

This employee elects not to take a health insurance plan from the cooperative and is 

offered a cash in lieu amount instead. 



Question 14 
Page 1 of 1 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staffs Third Request for Infonnation 

14. Refer to Grayson RECC's response to Staff's First Request, Item 55, under Column X 

ofthe spreadsheet titled "Any Other." Explain what this amountrepresents. 

Response 14: 

This amount is a contribution made to an employee's Health Savings Account, which can 

be used to mitigate the amount of the health insurance deductible. 



Grayson Rural Electric Cooperative 
Case No. 2018-00272 

Commission Staff's Third Request for Information 

Question 15 
Page 1 of 1 

Witness: James Adkins 

15. Refer to the Application, Exhibit 21, which states that retirement and Social Security 

expense was $672,811 for 2017. Refer also to Grayson RECC's response to Staff's First Request, 

Item 55, under Column V of the spreadsheet, which shows an amount of$670,058 for Defined 

Benefit Retirement. Reconcile this discrepancy. 

Response 15: 

Grayson actually paid $672,811 during 2017, this included a true-up amount for 2016. The 

amount listed in the response to Staffs First Request, Item 55, under Column Vis correct for the 

employees RS&I for 2017. 



Grayson Rural Electric Cooperative 
Case No. 2018-00272 

Commission Staff's Third Reque&t for Information 

Question 16 
Page 1 ofl 

Witness: James Adkins 

16. Refer to the Application, Exhibit 21, which states Health, Life, and Disability 

Insurance for 2017 was $947,831. Refer also to Grayson RECC's response to Staffs First 

Request, Item 55, under Columns J and P ofthe spreadsheet, which reflects amounts of$725,351 

and $13,845 for Health Benefit Cost and Life Insurance, respectively. Reconcile this 

discrepancy. 

Response 16: 

The amount reflected on Exhibit 21 was listed incorrectly. The amount should be the 

$725,351 plus $13,845 plus the Any Other of$126,750. 



QuestiiJn 1 7 
Pagelofl 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staff's Third Request for Information 

17. Refer to Grayson RECC's Response to Staffs First Request, Item 48. Explain if any 

of expenses listed in response to Item 48b are reimbursed to Grayson RECC by East Kentucky 

Power Cooperative, Inc. If yes, provide the amount of each years' expenses that are reimbursed. 

Response 17: 

Yes, please see below. 

~---- ------------------ --------· ..... - - -·.. . -- ---·---------
L ... ________ !rogram _ ________________ EKPC Reimbursement 
! 

iC&IIndustriallighting $ 4,286.21 

~~~~~i~-~~~-:~~;~i~g-~---_ ~-~-~-----:·:]~---=-~---~ -~-_-},200.00-
I I 

~~_I:J_t_!~~~e~Le_y~J.! ______________ _j_t ____________ h948.84 

~~~'=--------- .... -- ... ---·---------_·j-~------ ·- _______ _::_ __ _ 
i Energy Audit $ -I ----------- ____________ .. ____________ _ 

 ~nergy Star _Heat Pump ___________ lj ___ _ ________ ~.00 
fEner~~S~fl_l'_ Cl~thes W~sher __ ·----- _ _t ___________ },45f).()O 1 

~-~~:~:~ ~::~ ~;~:~~~er___ _ _ __ {· _ _ _ b!:~:~-~ 
!----------------------- ................... - ---- ·-· ------ "-------1 
iEnergyStarRefrigerator $ 3,600.00 

~~~~;f~~P R~trof~~=-- _ ·-'-~ ____ -_____ -__ 9,50o.OQ] 
\LED Promotional I $ 2, 700.00 I 1 ___________ , __________ , ___ ,____ ---: -- . . --- -~---, 

~~~:~H. I~--. --~~~I 
,--------- -- - ·-- -- ". . --1----- . .. -----' 
!"f!JUCh~!~n~ !=1'\E!rgy 1-!~!!1~ l ~ ~~OC?Q:..~l 



Grayson Rural Electric Cooperative 
Case No. 2018-00272 

Commission Staff's Third Request for Information 

Question 18 
Page 1 of3 

Witness: James Adkins 

18. Refer to Grayson RECC's response to Attorney General's Initial Data Request, Item 

2.a. 

a. Explain the differences between the Customer Related Revenue Requirements 

found on pages 2 and 3 of 4 and the Customer Related Revenue Requirements found on page 4 

of4. 

b. Verify that the Customer Related Revenue Requirements for the 14(a)- Large 

Industrial Service (1) is referencing the incorrect value and that this is referencing the value of 

ceU D31 of this table in Excel. 

Response 18a: 

Pages 2 and 3 of this response represents the total Consumer Related Revenue 

Requirements. This total Consumer Related Revenue Requirement is equal to the total consumer 

related costs from the cost of service study (pages 40 through 43 of the COSS) plus a margin 

equal to the interest expense for all consumer related costs for each rate class (pages 28 through 

31 ofthe COSS). The schedule on page 4 provides a comparison ofthe current and the proposed 

customer charge for each rate class along with the total consumer related revenue requirements 

for each rate Class. The amounts listed in the revised consumer related revenue requirements 

attached as page 3 of this response now equal those on pages 2 and 3 of the original response. 



Response 18b: 

Grayson Rural Electric Cooperative 
Case No. 2018-.00272 

Commission Staff's Third Requ~t for Information 

Question 18 
Page2of3 

Witness: James Adkins 

The value for 14a - Large Industrial SerVice is referencing the value in cell D31 which is 

the correct amount. Grayson believes that this amount in cell31 is appropriate because EKPC 

reads this meter for Grayson for the large industries with a charge of $144 per read plus the 

installation of a substation primarily for these larg~ industries. We have assigned approxiihately 

one half the substation from EKPC for these loads. 



Item 18 
Page 3 of3 

Witness: James Adkins 

Grayson Rural Electric Cooperative Corporaticm 
C~se No.2018•00272 

Response to Commiss!on Staff's Third Data Request 

1 - Domestic " Farm & Home Service 
2- Commercial. and Small Power 
3 - Off-Peak Marketing Rate 
4- Large Power Service-Single and Thr~e-Phase 
5 - Street Lighting Service 
6 -Outdoor lighting Service 
7 - All Electric Schools 
10- Residential Time of Day 
14(a)- Large lnd!Jstrial Service (1) 

16- Small Commercial Demand & Energy Rate 
17- Water Pumping Service 
18 - General Service Rate 
19 -Temporary Service Rate 
20 - Inclining Block Rate 
21 - Prepiiy Metering Program (Residential) 
21 - Prepay Metering Program (General Service) 
NM -Residential 
NM- Gener.al Service Rate· 
Envirowatts 

1. EKPC Meter Reading Charge 
One half of 5 MVA Subst~tion Charge 
Grayson's Distribution Costs 

$ 
$ 

$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

Current Proposed 
Rate Rate 

15.00 $ 22.50 
27.50 $ 30.00 

63.02 $ 67.50 

31.04 $ 35.00 
19.00 $ 22.50 

566.12 $ 566.12 
27.50 $ 
41.3.9 $ 45.00 
22.50 $ 27.50 
51.73 $ 55.00 
15.00 $ 22.50 
15;00 $ 22;50 
22.50 $ 27.50 
15.00 $ 22.50 
22.50 $ 27.50 

Consumer 
Related 
Revenue 

Requirements 

$ 45.17 
$ 43.71 

$ 58.01 

$ 61.15 
$ 49.05 
$ 1,574;16 

$ 44.24 
$ 44.07 
$ 46.23 
$ 48.52 
$ 50.67 
$ 53;09 
$ 47.07 
$ 117.56 

$ 144.00 
1368.50 

61.66 
$ 1,574.16 



Question 19 
Page I ofl 

Witness: James Bradley Cherry 
Grayson Rural Electric Cooperative 

Case No. 2018-00272 
Commission Staffs Third Request for Information 

19. Provide all updates to any schedules in Excel spreadsheet format with all rows and 

columns accessible and formulas unprotected. 

Response 19: 

Please see response on provided flash drive. 




