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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: June 12,2006 

SUBJECT: Economy Coal Purchase-Spurlock Power Station Unit No. 2 

mdY 
MEASUW,(S) : 

This Supports Reliable and Competitive Energy Costs 

Background 
Trinity Coal Marketing, L,LC, (“Trinity”) loaded a Crounse Corporation barge on 
June 9,2006, at the Sandy River Dock on the Big Sandy River. This barge was 
rejected by Trinity’s customer due to the ash content (15.25 percent) being higher 
than the required specification. East Kentucky Power Cooperative, Inc., (“EKPC”) 
can now utilize this coal with Spurlock Power Station now testing coal on Spurlock 
Power Station Unit No. 2 with an ash content up to 16 percent. 

Coal pricing for 1.2 lbs. S02/MMBtu coal on the Big Sandy River is in the $58 
range f.0.b. barge for a 12,000 Btdlb. product. This equated to $2.42/MMBtu. The 
fuel process has arranged to buy this barge at an f.0.b. barge price of $5 1 or 
$2.17/MMBtu based on a 11,730 Btdlb. This is a savings of $5.87 per ton or 
approximately $9,090 on this barge lot of coal. 

The recommended purchase is described in detail below: 

1. Trinity Coal-1,600 tons of coal at a delivered price of $2.25/MMBtu or $52.82 
per ton based on 1 1,730 Btdlb. This product is 1 .I 5 lbs. SO2 and 15.25 percent 
ash. Trinity is a producer with mines in Kentucky and West Virginia. 

Justification and Strategic Analysis 
The purchase of this coal will enable EKPC to continue to generate power for the 
lowest cost possible for its Member Systems and provide an adequate fuel supply 
source during times of coal supply and transportation disruptions. This 
recommendation supports EKPC’s key measures for reliable and competitive energy 
costs. 

000010 



Mr. Roy Palk 
Page 2 
June 12,2006 

Recommendation 
Your approval is requested to issue a purchase order to Trinity for the tons and term 
herein described. 

Approved by: Original Approved 

Date: Original Dated June 12,2006 
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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: June 8,2006 

SUBJECT: 

Your ratification is requested for natural gas purchases made on behalf o f  East 
Kentucky Power Cooperative, Inc., by Constellation NewEnergy-Gas Division in 
the month of May 2006 as shown below: 

Natural Gas Purchases-J. K. Smith Power Station 

Quantity 
(MMBtu) 

05/08/06 4,750 
05/24/06 
05/25/06 
05/26/06 
05/27/06 
05/28/06 
05/29/06 
05/30/06 
0513 1 106 

3,202 
6,094 

30,564 
42,452 

6,073 
33,532 
68,626 
34,490 

229,783 

Approved by: Original Approved 

Price 
$/MMBtu 

$7.1553 
$6.6019 
$7.0000 
$7.0000 
$6.9029 
$6.9029 
$6.8641 
$7.0291 
$7.0097 

$6.9675 

Date: Original Dated June 12,2006 
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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: June 7,2006 

SUBJECT: Spot Coal Purchase-Spurlock Power Station Unit No. 2 

KEY 
MEASURE(S) 

This Supports Reliable and Competitive Energy Costs 

Background 

Current projections show that East Kentucky Power Cooperative, Inc., (“EEKPC”) 
will need an additional 20,000 tons of coal per month for Spurlock Power Station 
Unit No. 2 during the months of October, November, and December 2006. 
Compliance coal required for Spurlock Power Station Unit No. 2 continues to be in 
great demand and commands a premium price. 

The fuel process issued a written solicitation for this coal on May 23,2006, with 
responses being due on Friday, June 2,2006. Requests were also made at that time 
for coal during 2007. These responses are still being considered. All responses have 
been evaluated and attached. 

The lowest bid that meets the specifications for Spurlock Power Station Unit No. 2 
was from Coaltrade, LLC, at an evaluated price of $3.049/MMBtuY using current rail 
rates. However, the fuel process constantly monitors the Nymex and OTC (over the 
counter) coal pricing to see if opportunities are available to purchase coal from these 
markets at a cost savings to EKTC. Coal can be purchased at this time for the fourth 
quarter from one of the “coal traders,” SSM Coal America, LLC, (“SSM”) at an 
evaluated cost of $3.019/MMBtuY using current rail rates. This would be a savings 
to EKPC of $.75 per ton or a net savings of $45,000. Sales agreements used for 
purchases from the OTC agreements have been reviewed by our legal process and 
were deemed fair and equitable for short-tern purchases. 

The recommended purchase is described in detail below: 

1. SSM Coal America-60,000 tons at a delivered price of $2.59/MMBtu or $64.75 
per ton based on 12,500 Btdlb. This product will be 1.15 lbs. SO2 and 
12 percent ash. Deliveries will begin October 1 , 2006, and continue through 
December 24,2006, and will consist of six, 10,000-ton trains. 
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Mr. Roy Palk 
Page 2 
June 7,2006 

SSM is a coal trading company headquartered in Baltimore, Maryland, with an 
office in Boyd County, Kentucky. 

Justification and Strategic Analysis 
The purchase recommended by management will provide an adequate fuel supply 
source for EKPC’s generating units and will enable EKPC to continue to generate 
power for the lowest cost possible for its Member Systems. This recommendation 
supports EKPC’s key measures for reliable and competitive energy costs. 

Recommendation 
Your approval is requested to enter into a sales agreement with SSM for the tons and 
term herein described. 

Approved by: Original Approved 

Date: Original Dated June 8,2006 

ehlgv 
Attachment 
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TO: Dave Eames 

FROM: Randy Dials (Original Initialed) 

DATE: June 23,2006 

SUBJECT: Test Coal Purchase-Gilbert Unit No. 3 

KEY MF,ASKRE(S) This Supports Reliable and Competitive Energy Costs 

Background 
East Kentucky Power Cooperative, Inc., (“EKPC”) and Alstom Power Company (“Alstom”) 
plan to conduct a NO, optimization study on Gilbert TJnit No. 3 at Spurlock Power Station 
during the last two weeks of July 2006. This study will determine the lowest achievable 
NO, emissions for the Gilbert unit in order to determine permit conditions. 

The coal needed for this study will be the No. 9 seam from western Kentucky along with 
coal from the southern and central Ohio regions. EKPC has current coal orders for the Ohio 
coals but will need to purchase four barge lots of coal from the western Kentucky area. 
CoalSales, LLC, (“CoalSales”), a Peabody Energy corporation, can provide this coal to 
EKPC at a delivered price of $1.468/MMBtu. The coal will be 9,700 Btu, 16 percent ash, 
and 8 Ibs. S02/MMBtu. Charolais Coal Sales, LLC, (“Charolais”) and American Coal Sales 
Company (“American”) were also contacted regarding the purchase of this coal. Charolais 
demanded a higher price and American did not have a raw coal available from the No. 9 
seam. 

Justification and Strategic Analysis 
The purchase of this coal, along with the other coals currently purchased, will allow EKPC 
and Alstom to perform the testing required to determine permit conditions for the Gilbert 
unit. This recommendation supports EKPC’s key measures for reliable and competitive 
energy costs. 

Recommendation 
As Vice President-in-charge, in the absence of Roy Palk, your approval is requested to 
purchase four barge lots of coal, approximately 6,000 tons, from CoalSales at a delivered 
price of $1.468/MhIBtu or $28.47 per ton. This coal will be from Henderson County, 
Kentucky. 

Approved by: Original Approved 

Date: Original Dated June 23, 2006 
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EAST KENTUCKY POWER COOPERATIVE 
FUEL ADJUSTMENT 

APPLICABLE TO MAY 2006 POWER BILL 
FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

Fuel Cost of Sales to 
Members and Internal Use 

KWH Sales to Members and 
Internal Use 

------- 

Less Cost of Fuel in Base Rate 

$25,107,183 

899,616,349 
- - - -- 0.02791 

0.02025 

FUEL ADJUSTMENT APPLICABLE TO 
POWER SERVICE -per KWH 

Received 
Generation 
Coal 8 Oil Burned 
Gas 8 Oil Burned in CTs B Landfills 
Fuel (Assigned Cost during F.O.) 
Fuel (Assigned Cost during F.O.) 

Total Fuel Cost (a) 

Purchases 
Net Energy Cost - Economy Purchases 

MAY 2006 0.00766 

Identifiable Fuel Cost -Other Purchases 
Identifiable Fuel Cost -Sub. for F.O. 

DEVELOPMENT OF FUEL ADJUSTMENT RATE 
MAY 2006 
COST KWH MILLS MILLS/ 

KWH TOTAL KWH 

$19,046,623 777,457,064 0.02450 0.02117 
1,637,867 24,657,213 0.06643 0.00182 

0 #DIV/OI 0.00000 
0 #DIV/OI 0.00000 

20,684,490 802,114,277 0.02579 0.02299 

4,820,164 102,803,268 0.04689 0.00536 

0 
0 

Total Puchase Cost (b) 4,820,164 

Subtotal Purchase and Fuel Cost (a+b) 25,504,654 ------------ -_-_________ 
Delivered 

Off-System Sales Fuel Costs 
(Over) or Under Recovery 
Inadvertent -(Net) - out 

(3,567) 
(393,903) 

System Losses 

(59,880) (0.05957) (0.00000) 
(0.00044) 

(1,425,326) 
(3,815,990) ____-- 

Sales Fuel Cost ( c )  (397,470) (5,301,196) (0.07498) (0.00044) 

Totals (a+b+c) $25,107,184 899,616,349 0.02791 0.02791 

Note -Under PSC regulations, the inadvertent kWh (in or out) is handled as losses and thus, when this is a significant 
amount, it directly affects the fuel adjustment rate accordingly. "Inadvertent In" decreases and "Inadvertent Out" 
increases the fuel adjustment rate under PSC regulations. 

Questions regarding this fuel adjustment should be directed to Laura Wilson at (859) 7454752 ext 752. 
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Fuel Cost o f  Sales t o  

Members and Internal Use 

KWH Sales t o  Members and 

_----.___-_--_.-----~---------.---- 

Internal Use 

Less Cost of Fuel in Base Rate 

Received 

Generation 

Coal & Oil Burned 

Gas & Oil  Burned in  CTs & Landfil ls 

Fuel (Assigned Cost during F.O.) 

Fuel (Assigned Cost during F.O.) 

EAST KENTUCKY POWER COOPERATIVE 

FUEL ADJUSTMENT 

YEAR-TO-DATE 2006 
AS OF MAY 31,2006 

FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

c o s t  KWH Millslkwh 

100,333,908 4,371,272,082 0.0 2 2 9 5 
5,387,735 67,903,104 0.07934 
1,797,768 115,559,000 0.01 556 

(5,535,118) (115,559,000) (0.04790) 

Total Fuel Cost (a) 101,984,293 4,439,175,186 0.02297 

Purchases 

Net Energy Cost - Economy Puchases 31,475,300 684,061,301 0.04601 

Identifiable Fuel Cost - Other Purchases 

identifiable Fuel Cost - Sub. For F.O. 

Identifiable Fuel Cost - LGBE Portion of 
Gallatin Steel Load 

Total Purchase Fuel Cost (b) 31,475,300 684,061,301 0.04601 

Subtotal Purchase & Fuel Cost 133,459,593 5,123,236,487 0.02605 

Delivered 

Of fSystem Sales Fuel Costs 

(Over) or Under Recovery 
Inadvertent -(Net) - 
System Losses 

Sales Fuel Cost 

Totals (a+b+c) 

(1 89,903) (4,424,098) (0.04292) 
3,654,561 

38,834,815 
(142,906,854) 

( c )  3,464,658 (1 08,496,137) 0.03193 

136,924,251 5,014,740,350 0.02730 

0.02730 

Mills/ 

total kwh  

0.02001 
0.001 07 
0.00036 

(0.00110) 

0.02034 

0.00628 

0.00628 

0.02661 

(0.00004) 
0.00073 

0.00069 

0.02730 
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EKPC Generation & Transmission Coordinated Schedule 

The EKPC Generation and Transmission Coordinated Schedule is a Gantt chart, which is 
a compilation of interdependent generation, transmission line and transmission substation 
project schedules associated with or affecting the planned EKPC generation additions. 
This is a “high level” schedule and does not include all of the activities required to 
complete the projects. The appropriate tearns will maintain separate schedules for the 
additional detail of tasks. 

The generation addition projects include the five CT’s at Smith, a CFB Unit at Spurlock 
(Spurlock No. 4) and a CFB Unit at JK Smith. Associated with this electric power 
generation are the transmission and substation facilities required to adequately transfer 
this production into our transmission system grid or those projects needed for normal 
transmission development that have a significant affect on project schedules. 

The associated substation projects are the Smith 138kV Substation Expansion, K Smith 
345kV CT Substation, JK Smith 345kV CFB Substation and the North Clark 345kV 
Substation. The associated transmission lines are the Smith - North Clark 345kV Line 
and the Smith - West Garrard 345kV Line. Please note that the Sideview substation site 
has been renamed as North Clark and the Bryantsville Substation as West Garrard. 

The attached schedule has been reviewed and approved by our production, transmission 
line, transmission planning and generation planning personnel. The last revision date of 
this schedule is June 30,2006. 

This schedule will be reviewed, revised and approved by the appropriate personnel on a 
periodic basis and then distributed to all interested parties. 

If you have any questions or need additional information contact Mark Brewer at 
extension 672. 
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EAST KENTUCKY POWER COOPERATIVE 
Comparative Operating Statement 

(Nearest $1,000) 

OPERATIONS & MAINTENANCE 
PrOdlJCtiOn 

Interest - Short Term Debt------- 
Interest - Long Term Debt-------- 
Interest Charged to Construction- 

Net  interest-- _______________ 
NET MARGIN (DEFICIT)------------ 

STATISTICAL SUMMARY 

TIER _____ ~ __________________________ 
Sales to Coops - MWH --------------- 

Yo Increase of Prev Year---------- 
Basic Rate to Coops (Mills)------ 
Fuel Rate to Coops (Mills)------- 
Net Rate to Coops (Mills)-------- 

Deliveries to Others - MWH --------- 

Purchase Receipts - MWH ------------ 
Production ._ MWH ___________________ 

12 Months 
Ended 

05/31 106 

$640,759 
6,507 

12 Months 
Ended 

0513 1 lo5 

$517,598 
2.266 

YO 

Increase 
Decrease (-) 

23.8 
187.2 

241395 311142 -21.7 
$671,661 $551,006 21.9 

$281,804 $1 96,821 43.2 
96,045 100,928 -4.8 
22,335 26,358 -1 5.3 

1 11,602 135,916 -17.9 

393 1,870 -79.0 

69,985 37,071 88.8 

54,650 43,288 26.2 

186 1 18500.0 
637,000 542,253 17.5 
34,661 8,753 296.0 

290 52 I -44.3 
73,737 59,795 23.3 

0 0 0.0 
74,027 60,316 22.7 

($39,366) ($51,563) -23.7 

0.47 
12,416,255 

5.78 
44.61 
6.99 

51.60 
194,138 

1 1,238,138 
1,807,941 

0.14 
11,737,819 

0.62 
37.85 
6.25 

44.10 
1 17,979 

9,298,766 
2,987,721 

238.6 
5.8 

832.2 
17.9 

17.0 
64.6 
20.9 

-39.5 

-1 1.8 
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EAST KENTUCKY POWER COOPERPITWE 

NET MARGINS - 2006 

MONTH 

2006 2006 
Actual Budaet 

January 
February 
March 

April 

June 

July 
August 
September 

October 
November 
December 

May 

8,898,355 
3,492,578 

(84,034) 

(5,231,312) 
(3,109,184) 

Y EAR-TO-DATE 

2006 2006 2005 
Actual Budget Actual 

8,898,355 
12,390,933 
12,306,899 

7,075,587 
3,966,403 

5,432,227 
15,043,053 
12,090,862 

6,915,169 
(2,675,825) 
(I 1,277,514) 

(8,727,047) 
(I 3,917,192) 
(2,187,577) 

(2,730,863) 
1,642,650 

(46,007,522) 
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USDA-REA lBORROWER DESIGNATION 

OPERATING R E P O R T  - FINANCIAL 

YSTRUCTIONSSubrnll sn origlnil and Iw ropia Io REA Round all anlwnls 10 

earesl dollar. For detailed Inslrucl[ons, see REA Bullelin 1717B-3. 

Kentucky 59 & 63 GT Fayette 

East Kentucky Power Cooperative 
P. 0. Box 701 
\Vinchester, Kentucky 40392-0707 
PERIOD ENDED 
May31,2006 

- 
BORROWER DESIGNATION 

REA USE ONLY 

&A &nNL June 19,2006 

SECTION A. STATEMENT~F OPERATIONS 
YEAR-TO-DAT E 

ITEM LAST YEAR THIS YEAR 

I. Electric Energy Revenues. . . . . . . 235,206,032 265,165,671 301,404,701 

3. Other Operating Revenue and Income . . . 5,582,677 5,271,552 5,507,520 
4. Total Oper. Revenues & Patronage Capital (1 thru 3). 240,788,709 270,437,223 306,912,221 
5. Operation Expense - Production - Excluding Fuel . . -  23,268,570 23,714,600 28,901,292 
6. Operation Expense -Production - Fuel . . . . 91,760,379 110,129,708 116,461,717 
7. Operation Expense - Other Power Supply. . . . 47,140,158 42,428,743 51,206,506 
8. Operation Expense -Transmission . . . . 8,073,082 9,471,408 7,334,727 
9. Operation Expense-Distribution . . . . . 333,065 331,591 850,436 

11. Operation Expense - Consumer Service & Inform . 1,356,693 1,487,186 1,872,837 
12. Operation Expense -Sales . . . . . . 60,404 57,039 19,233 
13. Operation Expense - Administrative & General . 12,434,951 12,870,739 13,365,896 
14. Total Operation Expense (5 thru 13) . . . . 184,426,858 200,491,014 220,012,644 
15. Maintenance Expense - Production . . . . 15,462,396 14,171,675 2 0,7 2 6,9 8 6 
16. Maintenance Expense -Transmission . . . . 1,350,270 1,406,590 2,139,339 
17. Maintenance Expense -Distribution. . . . I 499,753 351,364 443,667 
18. Maintenance Expense - General Plant . . . . 281,117 273,339 418,329 
19. Total Maintenance Expense (15 thrn 18) . . . 17,593,536 16,202,968 23,728,321 
20. Depreciation & Amortization Expense . . . . 20,292,330 22,906,416 23,745,272 

22. Interest on Long-Term Debt . . I . . . 27,445,124 31,611,204 32,512,132 

24. Other Interest Expense . . . I I . . 98,232 1 14,567 82,513 

26. Other Deductions . . . . . . I . . 667,257 89,744 ___ 515,197 
27. Total Cost of Electric Service (14 + 19 thru 25) . 250,525,699 271,368,664 300,596,879 
28. OperatingMargins(4-26) . . . . I . (9,736,990) (931,441) ~ 6,315,342 
29. Interest lncomc. . . . . . . . . . 1,955,093 2,294,330 - 1,248,996 
30. Allowance for Funds Used During Construction . 4,991,112 2,555,573 3,283,536 

BUDGET 
- - (a) (b) (e) - 

2. Income From Leased Property - Net. . I . . 0 0 0 

10. Operation Expense -Consumer Accounts. . . . (444) 0 0 

21. Taxes . . . . . . . . . . . 2,362 (47,249) 800 

23. Interest Charged to Construction -Credit . . 0 0 0 

25. Asset Retirement Obligations . . I . . . 0 0 0 

I_ 

31. Income (Loss) from Equity Investments. . . . 0 0 0 
32. Other NonoperatingIncome-Net . . . . . 103,751 39,796 (76,847) 
33. Generation & Transmission Capital Credits . . 0 0 0 
34. Other Capital Credits & Patronage Dividends . . 11,209 8,145 8,500 
35. Extraordinary Items . . . I . . . . 0 0 0 
36. Net Patronagc Capital or Margins (27 thru 34). . (2,675,825) 3,966,403 10,779,527 

ITEM MillslkWh (Optional Use by 

THIS MONTH 

(d) 
47,917,242 

0 
1,203,234 

49,120,476 
4,736,732 

21,465,724 
7,160,931 

- 1,669,955 
100,134 

0 
413,425 
10,451 

2,432,675 
37,990,025 
4,132,789 

254,76G 
- 67,991 

83,171 
4,538.71C 
4,6 0 2,s 9 7 

I. 
6,834,19.! 

( 

26,941 
( 

(521,74r 
53,471,02! 
(4,350,545 

633,02( 
618,276 

( 

( 

5,611 
( 

(3,109,18( 

~ (15,54: 

-II- 

Borrower) 

000845 

37. Electric Energy Revenue Per kWh Sold . . . . . . . . . 
38. Total Operation & Maintenance Expense Per kWh Sold . . . . . 
39. Total Cost of Electric Scrvice Per kWh Sold . . . . . . . 
40. Purchased Power Cost Per kWh . . . . . . . . . . . 
REA Form 1Zn (Rev 12-93) 'This is 8 computer-generated form 

52.95 0.00 
42.49 0.00 
53.21 0.00 
49.39 0.00 -_.- 
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I_____- / B O R R O W E R  DESIGNATION 
-. 

USDA - REA 

338,623 

221,013,484 
4,832,688 

0 

OPERATING REPORT ~ FINANCIAL 

51. Interest Accrued . . . . . . . . . 
52. Other Current & Accrued Linbilities . . . . 
53. Totnl Current & Accrued Linbilities (48 thru 52) . 
54. DeferredCredits . . . . . . . . . 

Kentucky 59 & 63 GT Fnyette 
PERIOD ENDED REA USE ONLY 

1,045 
0 

1,774,721,188 

lMny 31,2006 I I - 
SECTION B. BALANCE SHEET 

---- 
ASSETS AND OTHER DEBITS -7- LIABILITIES AND OTHER CREDITS 

55. Accumulated Deferred Income Taxes . . . . . 
56. Totnl Linbilities nnd Other Credits 

(38+44+47+53 thru 55) . . . . . . 

Totnl Utility Plant In SeMce. . . . . 
Construction Workin Progress I . . . . 
Totnl Utility Plnnt (1 + 2) . I . I . I 

Accum Provision lor Depreciation & Amort. . . . 

Non-Utility Property - Net . . I I . I . 
Investments in Subsidinry Companies . . . . . 
Invest. in Assoc. Org. - Pntronnge Cnpital . . . . 
Invest. In Assoc. Org. -Other-  General Funds , . I 

Net Utility Plnnt(3 - 4) . . . . .  “ (  

. Invest. In  Assoc. Org. - Other - Non-General Funds . 

. Investments in Economic Development Projects . 

. Other Investments. I . I . . . . . 
I Specinl Funds . . , . . . . . 
. Totnl Other Property & Investments (6 thru 13) 

8~ Cash-GeneralFunds. I . I . . . ~ 

t. Cnsh - Construction Funds - Trostee ” . . 
’. Specinl Deposits . . I . . . . . 
I. Temporary Investments . . . I . . . . 
I. Notes Receivable (Net) , I .. . . 
1. Accounts Receivnble - Snles of Energy (Net) . . . 
I. Accounts Receivnble - Other (Net), I . . I I 

!. Fuel Stock . , I . . . . I . 
L Materinls and Supplies-Other , . I . I . 
I. Prepayments. I I . 1 I , . I 

i. OtherCurrent nnd Accrued Assets I . . . 
i. Totnl Current nnd Accrued Assets (15 thru 25) . . I 

1. Unnmortized Debt Disc. & Extrnod. Prop. Losses I . 
%” Reguhtory Assets. . 1 . . . 
?. OtherDeferred Debits. . ~ ~ . . . . 
1. Accnmulnted Deferred Income Tnxes . . . . 
1. Total Assets & Other Debits (5+14+26 thru 30) 

. 

2 266,285 881 a. Assigned and Assignnblc . -4 b.RetiredThisYear . . 
c. Retired Prior Yenrs . . . 
d. Net Patronage Cnpital. . . . 

34. Operating Margins - Prior Yenrs 
35. Ooerntine Mnreins - Current Year. 

. 
. I -  

Non-Opernting Mnrgins ” I 

Other Margins and Equities ” 

Total Margins & Equities (32,33d 
Lone-Term Debt - REA (Net) . 

. ”  

. .  
. I  

” . .  
” .  

. I .  

. . .  
. .  

37) . . 
. I .  . .  

23,483,283 (Payments-Unapplied$ ) . 
75,832,291 40. Long-Term Debt-Other-Econ. Devel. (net). . . 

234,678 41. Long-Term Debt-FFB-REA Guaranteed . . I 

500 42 Lone-Term Debt-Other-REA Guaranteed I . 
- 

425 43. Long-TermDebt-Other(Net) . . I ~ . 

0 45 Obligntions Under Capital Lenses - Noncurrent . 
42,410,625 44. Total Long-Term Debt (39 thru 43) . . . . I 

50,827,573 46. Accumulated Operating Provisions . . . 
1,184,241 47. Total Other Noncurrent L.inbilities (45 + 46) I 

91,706,208 48. Notes Payable 1 I . . . .  
49. Accounts Pnynble” . 
50. Tnxes Accrued . . . 

1.600 

365,660,310 
n 
0 

165,660,310 
(104,377,194) 

(923,296) 
35,991,855 
3,425,394 

99,778,669 
498,174 

0 

1,149,061,422 
n 

- 

367,388,109 
1,516,947,705 

0 

99,170,523 
99,170,523 - 

0 

35,3312,058 
2,305,902 

-- 

12.125397 

4,392,779 
54,136,136 
4,688,155 

0 

1,774,721,188 

SECTION C. NOTES T O  FINANCIAL STATEMENTS 

D - - ~  _- .- 
HE SPACE DELOW IS PROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL. STATEMENT CONTAINED IN THIS REPORT. 

F ADDITIONAL SPACE IS NEEDED, USE SEPARATE SHEET.) 

Interest, other npplicnble linnncing costs, and interest enrnings on the cnnceled Smith Stntion Project were $502,109.78 in May 2006, and 
$2,434,045.87 yenr-to-dnte. 

Enst Kentucky Power provides stenm service to Inlnnd Container, n recycle pnpermiU adjncent to Enst Kentucky Power’s Spurfock generating 
station near Mnysville, Kentucky. The stenm is sold wholesale to Fleming Mason RECC. For reporting purposes, stenm is converkd to equivalent 
demand and energy sold and generation produced, using British Thennnl Units and n moving twelvemonth weighted nverage heat rate. 

Mny 2006 DemandULlMBTU 310.000 EnergyWlMBTU 190,534.300 

Yenr- tdnte  EnergyWlMBTU 1,022,952.600 

”This computer-generated dntn form is identicnl in form nnd substance to REA F o m  IZn-i, “Operating Report - Finnncinl,” approved by the 
Oflice of Management and Budget (OMB) under the OMB approval number 0572-0017. -. 

UCA FORM 12s (Rev. 12-93) *This is a computer-generated form. PAGE 2 O F  2 
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Month 
- 2006 

Jan 
Feb 
Mar 

APr 
May 
Jun 

JuI 

Sept 

Oct 
Nov 
Dec 

Aug 

EAST KENTUCKY POWER COOPERATIVE 

TEMPORARY CASH INVESTMENTS 

Amount Invested - $1,000 
General 

Minimum Maximum 

$19,244 $62,302 
$5,552 $64,936 
$8,305 $73,748 

$28,393 $91,428 
$42,387 $76,453 
$16,245 $1 00,645 

In teres t 
-- Rate Range-% 

4.106 - 4.364 
4.254 - 4.512 
4.355 - 4.759 

4.562 - 4.759 
4.625 - 5.005 
4.810 - 5.079 

Range of 
Days 
-- Invested 

1 - 6  
1 - 1 1  
1 - 19 

1 - 1 2  
1 - 1 6  
1-15 .  

Cumulative 
Earnings 

Durinq 2006 
General 

$136,493 
$237,903 
$353,936 

$582,155 
$836,769 

$1,037,347 

Does not include investments in U.S. Securities of $22,394,868 (book value) with 
average maturities of 0.8 years at interest rates averaging 5.33 YO, and accrued 
interest earnings year-to-date of $258,295. 
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EASTKENWCKY POWER COOPERATIVE 
Schedule of Bond Fund Investments 

Year-to-Date 
Pollution Face Date Matutfty Earnings 

Bond Fund Amount Invested Date Rate-% rVpe June, 2006 

COOPER $1,050,000.00 11-25-03 08-01-22 4.500 Nevada Water Poll Bond $23,625.00 

23,625.00 02-01-06 08-15-06 4.825 CFC Note 468.44 

Current Investments $24,093.44 

YTD Matured Investments I 15.04 
Totals $24,208.48 

SPURLOCK $1 3,435,000.00 02-09-06 08-10-06 4.594 U.S. Treasury Bill $228,725.28 

CFC Prom. Note 

Cash on Hand 

Current Investments $228,725.28 

YTD Matured Investments 60,325.54 
Totals $289,050.82 

SMITH $5,670,000.00 02-09-06 08-10-06 4.594 U.S. Treasury Bill $96,529.37 

Cash on Hand 

Current Investments $96,529.37 

YTD Matured Investments 25,460.67 
Totals $1 21,990.04 
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SCHEDULE OF DEBT BY TERM 
6l30l2006 

Amount 

Long-Term 
Rate Ranne - 

% 

RUS - EKPC 

P-I 2 CFC 
R-I 2 CFC 
7-62 CFC 
CFC Sr Credit Facility 

L" 8 
M-9 
N-8 
P-I  2 
R-I  2 
S-8 
T-62 
U-8 
V-8 
W-8 
X-8 
Y-8 
2-8 

AA-8 

Private Placement Bonds 
Inland 

- Pollution Bonds 
Cooper 
Smith 
Spurlock 

Charleston Bottoms 
RUS 

$48,357,221 

5,140,814 
5,760,240 
4,555,470 

305,000,000 

96,315,004 
30,560,717 
74,310,597 

1,367,064 
14,838,l I1 
88,717,873 
13,922,532 

5,810,217 
50,227,689 
81,342,220 
85,506,427 

202,846,359 
381,413,433 

12,937,582 

9,600,000 

9,100,000 
21,145,000 
88,600,000 

3.666.648 
CFC - 516531936 

TOTAL $1,646,686.1 54 (b) 

IMBEDDED COST OF DEBT 
MONTHLY - 2006 

Debt Composite Interest 
Month Outstandinn Rate - % 
Jan $1,411,738,767 5.1 7 
Feb $1,460,341,826 5.1 9 
Mar $1,457,273,639 5.20 
Apr $1,507,153,679 5.22 
May $1,555,818,870 5.26 
June $1,646,695,154 5.34 
July 
Au9 
Sept 
Oct 
Nov 
Dec 

[a] Long-Term Debt; Short-Term Rates 
[b] Does not include Sick Leave Reserve 

2.00 - 5.125 

3.68 
3.68 
3.68 

5.474 - 6.355 

5.452 - 10.657 
5.1 77 - 7.991 
5.91 3 - 7.991 
7.413 - 10.590 
6.297 - 6.301 
5.451 - 6.306 
4.557 - 5.644 

6.067 
4.709 - 5.729 
4.485 - 5.678 
4.366 - 5.020 
4.460 - 5.149 
4.324 - 5.345 

4.353 

7.70 

3.42 
3.68 

3.380 ~ 4.100 

2.00 
3.68 

Composite 
Rate-% 

4.96 

3.68 [a] 
3.68 [a] 
3.68 [a] 
6.03 

-_. 

7.21 
6.40 
7.02 
8.78 
6.30 
6.20 
5.24 
6.07 
5.29 
5.07 
4.61 
4.96 
4.71 
4.35 

7.70 

3.42 [a] 
3.68 [a] 
3.76 [a] 

2.00 
3.68 [a] 

5.34 

YEAR-END 
2005 5.14 
2004 5.04 
2003 4.95 
2002 5.16 
2001 5.31 
2000 5.94 
1999 5.86 
I998 5.68 
1997 5.85 
1996 5.83 
1995 6.15 
1994 6.51 
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EAST KENTUCKY POWER COOPERATIVE 

SUMMARY OF STATUS OF ACTIVE LONG-TERM LOANS 

June 30,2006 

W8 Transmission 
X8 Combustion Turbine 4 & 5 
Y8 SpurSCRs 
28 Gilbert - Gen & Trans 
AA8 Landfill Gas to Energy 

Total Active Long-Term 
Loans Approved 

TOTAL LOAN 

85,600,000 
92,300,000 

223,500,000 
433,863,000 

27,645,000 

$862,908,000 

Contracts Awarded 
and Commitments 

As Approved by RUS 

85,600,000 
92,300,000 

208,309,328 
389,859 ,I I 3 

13,204,135 

$789,272,576 

Construction 
Fund 

Expenditures 

85,600,000 
92,300,000 

208,300,000 
384,000,000 

13,192,000 

$783,392,000 
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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: July 10,2006 

SUBJECT: 

Your ratification is requested for natural gas purchases made on behalf of East 
Kentucky Power Cooperative, Inc., by Constellation NewEnergy-Gas Division in 
the month of June 2006 as shown below: 

Natural Gas Purchases-J. IC. Smith Power Station 

Date 
06/01/06 
06/02/06 
06/03/06 
06/04/06 
06/09/06 
061 10106 
0611 1/06 
06/20/06 
0612 1/06 
06/22/06 
06/23/06 
06/26/06 
06/28/06 
06/29/06 
06/30/06 

Quantity 
(MMBtu) 

Approved by: Original Approved 

23,884 
6,247 

190 
6,474 

20,170 
19,125 
12,479 
23,207 
37,2 17 
66,846 
21,111 

770 
5,936 
7,333 
6,803 

257,792 

Price 
$/MMBtu 
$7.0000 
$7.1165 
$7.1165 
$7.1 165 
$6.7670 
$6.7 184 
$6.6796 
$7.2136 
$7.3010 
$7.1068 
$6.7087 
$6.6019 
$6.7670 
$6.8350 
$6.5243 

$6.9939 

Date: Original Dated July 11,2006 
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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: July 11,2006 

SUBJECT: Spot Rail Transportation Agreement, Spurlock Power Station Unit 
No. 2 

W,Y 
MEASURE(S): 

This Supports Reliable and Competitive Energy Costs 

I3 ac kgr oun d 
East Kentucky Power Cooperative, Inc.’s (“EKPC”) fuel process has negotiated two spot 
coal rail purchases for Spurlock Power Station Unit No. 2 for the last quarter of 2006. One 
of these purchases is from SSM Coal Americas, LLC, (“SSM”) for six, 100-car trains and 
can be loaded in the Kanawha or Big Sandy freight districts. The other purchase is from 
Coaltrade, LLC, (“Coaltrade”) for three, 100-car trains that will be loaded in the Kanawha 
freight district. 

An agreement (CSXT-Core-949) has been reached between management and CSX 
Transportation, Inc., (“CSX”) for shipment of this coal to Charleston Bottoms, Kentucky, at 
a rate of $7.41/ton subject to monthly fuel surcharges and a quarterly escalation beginning 
October 1 , 2006, by 100 percent of the quarterly change in the Association of American 
Railroads’ A11 Inclusive Index, Less Fuel-Table AD (“AII-LF7). 

Justification and Strategic Analysis 
This rail transportation purchase order is necessary for delivery of the coal purchased from 
SSM and Coaltrade that was approved on June 7,2006, and July 1 1 , 2006, respectively. 
This transportation agreement will enable EKPC to generate power at the lowest possible 
cost for its Member Systems. This recommendation supports EKPC’s key measures for 
reliable and competitive energy costs. 

Recommendation 
Your approval is requested to enter into purchase order number CSXT-Core-949 with CSX 
at a transportation rate of $7.41 per ton plus escalations from the Kanawha and Big Sandy 
Rivers to Spurlock Power Station Unit No. 2. 

Approved by: Original Approved 

Date: Original Dated July 12, 2006 
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INTEREST RATES 

FFB-End of Each Month 
Long-Term RUS Loans 

2-Year 5-Year 30-Year Municipal Bond Rate 
CFC 

Prime Line Of Credit 
CFC CFC 
Fixed Variable Date 

02-03-00 
03-22-00 
05-1 8-00 
01 -05-01 
02-01 -01 
03-22-01 
04-1 9-01 
05-1 6-01 
06-28-01 
08-22-01 
09-1 8-01 
10-03-01 
11 -07-01 
12-1 2-01 
I 1-7-02 

06-27-03 
06130104 
0811 0104 
09121 104 
I1  I1 0104 
I 211 4104 
0 210 210 5 
03122105 
03131105 
04101105 
04129105 
05102105 
05103105 
05/31 I05 
06101 105 
06130105 
07101105 
07128105 
08101105 
0811 0105 
08131105 
09101105 
09120105 
09130105 
10103105 
IO131105 
I1 101 I05 
11130105 
12101105 
1211 3105 
12130105 
01 103106 
01 131106 

8.75% 
9.00% 
9.50% 
9.00% 
8.50% 
8.00% 
7.50% 
7.00% 
6.75% 
6.50% 
6.00% 
5.50% 
5.00% 
4.75% 
4.25% 
4.00% 
4.25% 
4.50% 
4.75% 
5.00% 
5.25% 
5.500% 
5.750% 

6.00 0% 

6.250% 

6.500% 

6.750% 

7.000% 

7.250% 

7.500% 

8.050% 9.000% 7.800% 5.500% 

2.81 0% 3.820% 5.1 80% 

3.820% 4.1 70% 4.730% 

3.650% 3.890% 4.480% 
4.600% 

4.850% 

6.800% 4.750% 

6.450% 5.000% 

4.250% 

4.250% 

3.600% 3.750% 4.290% 

3.640% 3.710% 4.1 60% 

3.950% 4.020% 4.370% 

6.250% 5.100% 

6.1 50% 5.350% 

6.400% 5.600% 

4.950% 

5.200% 

5.450% 

4.250% 

4.1 25% 

4.125% 

3.950% 4.01 0% 4.320% 
5.700% 6.1 50% 5.850% 4.125% 

4.160% 4.160% 4.510% 

4.380% 4.430% 4.720% 

4.390% 4.400% 4.670% 

5.800% 

5.950% 

6.1 00% 

6.500% 5.950% 

6.800% 6.1 00% 

6.850% 6.250% 

4.250% 

4.250% 

4.250% 

4.380% 4.320% 4.510% 

4.51 0% 4.450% 4.660% 
6.200% 6.850% 6.350% 4.500% 
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Fuel Cost of Sales to  

Members and Internal Use 

KWH Sales to  Members and 

_-_.-__________-__-.~--------.-- 

Internal Use 

Less Cost of Fuel in Base Rate 

Received 

Generation 

Coal & Oil Burned 

Gas & Oil Burned in CTs 8 Landfills 

Fuel (Assigned Cost during F.O.) 

Fuel (Assigned Cost during F.O.) 

EAST KENTUCKY POWER COOPERATIVE 

FUEL ADJUSTMENT 
YEAR-TO-DATE 2006 
AS OFJUNE 30,2006 

FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

cos t  

160,981,060 

5,978,493,666 

.-.._..-..___-_.__-.. 

KWH 

0.02693 

Millslkwh Mills/ 
total kwh 

120,388,562 5,257,129,259 0.02290 0.02014 
7,274,416 93,776,575 0.07757 0.00122 
2,248,928 133,690,000 0.01682 0.00038 

(6,249,872) (133,690,000) (0.04675) (0.00105) 

Total Fuel Cost (a) 123,662,034 5,350,905,834 0.0231 1 0.02068 

Purchases 

Net Energy Cost - Economy Puchases 34,629,002 768,359,472 0.04507 0.00579 

Identifiable Fuel Cost -Other Purchases 

Identifiable Fuel Cost -Sub. For F.O. 
Identifiable Fuel Cost - LGLE Portion o f  

Gallatin Steel Load 

Total Purchase Fuel Cost (b) 34,629,002 768,359,472 0.04507 0.00579 

Subtotal Purchase & Fuel Cost 

Delivered 

Off-System Sales Fuel Costs 

(Over) o r  Under Recovery 
Inadvertent -(Net) - 
System Losses 

Sales Fuel Cost 

Totals (a+b+c) 

0.02648 158,291,036 6,119,265,306 0.02587 

(473,248) (12,325,880) (0.03839) (0.00008) 
3,163,272 0.00053 

39,318,372 
(142,906,854) 

( c )  2,690,024 (1 15,914,362) 0.02321 0.00045 

160,981,060 5,978,493,666 0.02693 0.02693 
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EAST KENTUCKY POWER COOPERATIVE 
FUEL ADJUSTMENT 

APPLICABLE TO JULY 2006 POWER BILL 
FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

Fuel Cost of Sales to 
Members and Internal Use 

KWH Sales to Members and 
Internal Use 

_-_----_ 

Less Cost of Fuel in Base Rate 

FUEL ADJUSTMENT APPLICABLE TO 
POWER SERVICE -per KWH 

$24,056,808 

963,753,316 

- - --I__-_ 

JULY 2006 

0.02496 

0.02025 

0.00471 

Received 
Generation 
Coal 8 Oil Burned 
Gas B Oil Burned in CTs 8 Landfills 
Fuel (Assigned Cost during F.O.) 
Fuel (Assigned Cost during F.O.) 

DEVELOPMENT OF FUEL ADJUSTMENT RATE 
JUNE 2006 
COST KWH MILLS MILLS/ 

KWH TOTAL KWH 

$20,054,654 885,857,177 0.02264 0.02081 
1,886,681 25,873,471 0.07292 0.00196 

451,160 18,131,000 0.02488 0.00047 
(714,754) (18,131,000) 0.03942 (0.00074) 

Total Fuel Cost (a) 

Purchases 
Net Energy Cost - Economy Purchases 

Identifiable Fuel Cost - Other Purchases 
Identifiable Fuel Cost - Sub. for F.O. 

21.677.741 911.730.648 0.02378 0.02249 

3,153,702 84,298,171 0.0 3 7 4 1 0.00327 

0 
0 

Total Puchase Cost (b) 3,153,702 84,298,171 0.03741 0.00327 

Subtotal Purchase and Fuel Cost (a+b) 24,831,443 996,028,819 0.02493 0.02577 

Delivered 
============= ========== ======------- ------------ ------------ 

Off-System Sales Fuel Costs (283,345) (7,901,782) (0.03586) (0.00029) 

Inadvertent - (Net) - In 483,557 
(Over) or Under Recovery (491,289) (0.00051) 

System Losses (24,857,278) -._- 

Sales Fuel Cost ( c )  (774,634) (32,275,503) (0.02400) (0.00080) 

Totals (a+b+c) $24,056,808 963,753,316 0.02496 0.02496 

Note -Under PSC regulations, the inadvertent kWh (in or out) is handled as losses and thus, when this is a significant 
amount, it directly affects the fuel adjustment rate accordingly. "Inadvertent In" decreases and "Inadvertent Out" 
increases the fuel adjustment rate under PSC regulations. 

Questions regarding this fuel adjustment should be directed to Laura Wilson at (859) 745-9752 ext 752. 
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EKFC Generation dk Transmission Coordinated Schedule 

The EKPC Generation and Transmission Coordinated Schedule is a Gantt chart, which is 
a compilation of interdependent generation, transmission line and transmission substation 
project schedules associated with or affecting the planned EKPC generation additions. 
This is a “high level” schedule and does not include all of the activities required to 
complete the projects. The appropriate teams will maintain separate schedules for the 
additional detail of tasks. 

The generation addition projects include the five CT’s at Smith, a CFB Unit at Spurlock 
(Spurlock No. 4) and a CFB Unit at JK Smith. Associated with this electric power 
generation are the transmission and substation facilities required to adequately transfer 
this production into our transmission system grid or those projects needed for normal 
transmission development that have a significant affect on project schedules. 

The associated substation projects are the Smith 138kV Substation Expansion, JK Srnith 
345kV CT Substation, JK Smith 345kV CFB Substation and the North Clark 345kV 
Substation. The associated transmission lines are the Smith - North Clark 345kV L,ine 
and the Smith - West Garrard 345kV Line. Please note that the Sideview substation site 
has been renamed as North Clark and the Bryantsville Substation as West Garrard. 

The attached schedule has been reviewed and approved by our production, transmission 
line, transmission planning and generation planning personnel. The last revision date of 
this schedule is July 3 1 , 2006. 

This schedule will be reviewed, revised and approved by the appropriate personnel on a 
periodic basis and then distributed to all interested parties. 

If you have any questions or need additional information contact Mark Brewer at 
extension 672. 
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EAST KENTUCKY POWER COOPERATIVE 
Comparative Operating Statement 

(Nearest $1,000) 

OPERATIONS & MAINTENANCE 
Prod iiction 
Fuel _ _ _ _ _ _ _ _ _  __l__l _ _ _ _ _  ~ _.______ 
0 & M..-- . . . . . . . . . . . . . . . . . . . .  I ____ 
Transmission _____________________ 
General Administration----------- 
Power Transactions .- Receipts---- 
Depreciation . . . . . . . . . . . . . . . . . . . . .  
Insurance . . . . . . . . . . . . . . . . . . . . . . . .  
Taxes ____________________________ 

Total Oper. & Maint.---------- 
Margin Before Interest------ 

Interest - Short Term Debt------- 
Interest - Long Term Debt-------- 
Interest Charged to Construction- 

Net Interest ~ ____________ 
NET MARGIN (DEFICIT)------------ 

STATISTICAL SUMMARY 

TIER _______________________________ 
Sales to Coops - MWH --------------- 
Yo Increase of Prev Year---------- 
Basic Rate to Coops (Mills)----- 
Fuel Rate to Coops (Mills)------- 
Net Rate to Coops (Mills)-------- 

Deliveries to Others - MWH --------- 
PlJrChaSe Receipts - MWH ------------ 
Production - MWH _____________r_____ 

12 Months 
Ended 

06130106 

$648,929 
6,174 

12 Months YO 

Ended Increase 
06130105 Decrease (-) 

$523,735 23.9 
2,680 130.4 

25.404 30.01 1 -15.4 

$680,507 $556,426 22.3 

$280,327 $205,694 36.3 
98,865 106,886 -7.5 
23,397 25,602 -8.6 
69,904 37,905 84.4 

112,777 132,508 -14.9 

485 1,412 -65.7 
(48) 235 -120.4 

54,749 44,602 22.8 

640,456 554,844. 15.4 
40,051 1,582 2431.7 

276 535 -48.4 
74,870 61,225 22.3 

0 0 0.0 
75,146 61,760 21.7 

($35,095) ($60,178) -41.7 

0.53 
12,393,223 

5.01 
44.91 

7.45 
52.36 

182,384 
1 1 ,I 62,504 
1,839,078 

0.02 

0.35 
38.25 
6.13 

44.38 
130,259 

I I ,802,208 

9,484,879 
2,881,150 

3006.6 
5.0 

1330.8 
17.4 

-21.5 
18.0 
40.0 
17.7 

-36.2 
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January 
February 
March 

April 

June 

July 
August 
September 

October 
November 
December 

May 

EAST KENTUCKY POWER COOPERATIVE 

T MARGINS - 2006 

MONTH Y EAR-TO-DATE 

2006 2006 
Actual Budget 

8,898,355 
3,492,578 

(84,034) 

(5,231,312) 
(3,109,184) 
(4,331,140) 

2006 2006 2005 
Actual Budget Actual 

8,898,355 
12,390,933 
12,306,899 

7,075,587 
3,966,403 
(364,737 

5,432,227 
15,043,053 
12,090,862 

6,915,169 
(2,675,825) 

(1 1,277,514) 

(8,727,047) 
(1 3,9 1 7,192) 
(2,187,577) 

(2,730,863) 
1,642,650 

(46,007,522) 
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This dala wlli  b e  u r d  by REA lo rwiew ~ o u r  o p i n l i n t  raulls finnnrlnl dlualion. Your r a p o n s ~  is rrsuirtd 17 U.S.C. 901 el reo.) and is no1 mnfidmlial. -- 
USDA-REA BORROWER DESIGNATION 

BORROWER DESIGNATION 
Kentucky 59 & G3 GT Fayette .-. -- 

O P E R A T I N G  REPORT - FINANCIAL East Kentucky Power Cooperative 
P. 0. Box 707 
Winchester, Kentucky 40392-0707 -- 

REA USE ONLY INSTRUCTIONSSubmil3o original and IHO ropia 10 REAA. Round 2 1  amounli lo 

nearest dollar. For dctnilcd instructions, scc REA Bullelin 17178-3. 
PERIOD ENDED - June 30,2006 

CERTIFICATION 
We hereby cenify thaf fhe entries in this repotl are in accordance with the accounfs and ofher records of fhe s)men: and reflen fhe sfafrrs o f  fhe 
sfsrem 10 rhe besf of our hnowledze and belief 

AL.L INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVI 1, REA, \VAS IN FORCE DURING THE REPORTING PERIOD AND RENEWALS 
HAVE BEEN OBTAINED FOR ,ALL. POLICIES. 

- & !  L 

44 ‘dM*tQ& 
SIGNATURE OF OFFICE MANAGER OR ACCOUNTANT 

SIGNATURE OF MANAGER 

YEAR-TO-DATE 
ITEM LASTYEAR I THISYEAR I BUDGET 

July 20,2006 
DATE 

July 20,2006 
DATE 

- 

THIS MONTH 

-- 
I. Electric Energy Revenues. I . . . 
2. Income From L.eased Property - Net. . . . . 
3 .  Other Operating Revenue and Income . . . 
4. Total Oper. Revenues & Patronage Capital (1 thru 3) 
5. Operation Expense - Production -Excluding Fuel . 
6. Operation Expense -Production -Fuel I . . . 
7. Operation Expense - Other Power Supply. . . 
8. Operation Expense - Transmission I . . . . 
9. Operation Expense - Distribution . . . . . 
IO. Operation Expense ~ Consumer Accounts. . . 
11. Operation Expense -Consumer Service & Inform . 
12. Operation Expense -Sales . . . . . . 
13. Operation Expense - Administrative & General . 
14. Total Operation Expense (5 thru 13) . . . . 
15. Maintenance Expense - Production. . . . . 
16. Maintenance Expense -Transmission . . . . 
17. Maintenance Expense - Distribution. . . . . 
18. Maintenance Expense - General Plant . . . 
19. Total Maintenance Expense (15 thru 18) . . . 23,209,915 23,139,792 27,621,794 6,936,824 
20. Depreciation & Amortization Expense . . . . 24,827,790 27,540,465 28,597,140 4,634,049 

0 21. Taxes . . . . . . . . . . . 
22. Interest on Long-Term Debt . . . . . . 33,222,570 38,521,643 39,297,847 6,910,439 

24. Other Interest Expense . . . . . . . 139,332 142,040 98,906 27,473 

26. Other Deductions . . . . . . . . . 755,461 292,919 703,354 203,175 
27. Total Cost of Electric Service (14 + 19 thru 25) . 304,676,814 330,097,561 356,018,465 58,728,897 

I_. 

28. Operating Margins (4 - 26) . . . . . . (18,937,782) (6,716,109) 2,463,370 (5,784,6681 
29. Interest Income. . . . . . . . . . 2,508,556 3,022,927 1,578,023 728,597 
30. Allowance for Funds Used During Construction . 5,024,738 3,276,352 4,343,397 720,779 

32. OtherNonoperatingIncome-Net . . . . . 115,765 43,671 - (93,276) 3,875 

34. Other Capital Credits & Patronage Dividends . . 11,209 8,422 10,200 277 

36. Net Patronage Capital or Margins (27 thru 34) . . (1 1,277,514) (364,737) 8,301,714 (4,331,340) 

-- 2 3 5,6 8 4 (47,249) 800 

23. Interest Charged to Construction -Credi t  . . 0 0 0 0 

25. Asset Retirement Obligations . . . . . . 0 0 0 0 
~~ ~ 

31. Income (Loss) from Equity Investments. . . . 0 0 0 0 

33. Generation & Transmission Capital Credits . . 0 0 0 0 

35. Extraordinary Items . . . . . . . . 0 0 0 0 - 
MillslkWh (Optional Use by Borrower) . . . . . . . 53.09 0.00 

43.34 0.00 38. Total Operation & Maintenance Expense Per kWh Sold . . . . . -- 
39. Total Cost of Electric Service Per kWh Sold . . . . . . . 54.26 0.00 

. . . . . . . 48.82 0.00 
REA Form 123 (Rev. 12-93) *This is a cornpuler-generated form. PAGE 1 OF 2 



- 
USDA - REA 

OPERATING REPORT - FINANCIAL, 

L.IABILITIES AND OTHER CREDITS I ASSETS AND OTHER DEBITS 

BORROWER DESIGNATION 
Kentucky 59 & 63 GT Fnyette 
PERIOD ENDED 
June 30,2006 -- 

. Totnl Utility Plnnt In Service. . 1 . . 

. Construction Work in Progress . . . . . 

. Totnl Utility Plnnt(1 + 2) . I . . I 

I Accum Provision for Depreciation & Amorl. I 

I Net Utility Plnnt (3 - 4) . . I ~ 1 

. Non-Utility Properly - Net I . . . . . . . 
, Investments in Subsidinry Companies I . . . . 

Invest. in Assoc. Org. - Pntronnge Cnpitnl . . 
. Invest. In  Assoc. Org. - Other - General Funds . . , 

1. Invest. In Assoc. Org. - Other - Non-Genernl Funds . 
I. Investments in Economic Development Projects . . 
!. Other Investments. . . . . . . . , 

I. Special Funds I I . . . . . I . 
1. Totnl Other Property & Investments (6 thru 13) . 
5. Cnsh - Genernl Funds . . . . . 
5. Cnsh -Construction Funds - Trustee . . . . . 
7. Specinl Deposits . . . . . . I . 
3. Tempornry Investments . I ,, . . . 
3" Notes Receivnble (Net) , . . . . ~ . 
3. Accounts Receivnble - Sales of  Energy (Net) ~ . . 
1. Accounts Receivnble _. Other (Net). , I . I 

L Fuel Stock . . . . . . . I . . . 
3" MnterinlsnndSupplies-Other . I , . . ~ 

1. Prepnynients . . . . . I . . . . 
5. OtherCurrent nnd Accrued Assets I . . . 
6. Totnl Current nnd Accrued Assets (15 thru 25) . . . 
7. Unamortized Debt Disc. & Extrnord. Prop. Losses . . 
8. Regulntory Assets. I . . . . . . . I 

9. Other Deferred Debits . , . I . . . 
0. Accumulnted Deferred Income Tnxes . . . . . 

I 

2,054,834,414 

225,354,469 
2,280,168,883 

796,735,118 
1,483,433,765 

820 
n 

---__. 

947,057 
14,363,010 

n 
-- 

n 
26257.620 

23,569,156 
65,137,663 

1,232,270 
500 

-- 

425 
72,968,125 

n 
55.99921 1 

1,506,883 
95,634,211 
33,653,956 

2,412391 
320,687 

263,728,859 
4,891,661 

0 

0 
n 
- 

32. hlembenhips. . I . . . . 
33. Pntronnge Cnpitnl 

n.Assigned nnd Assignnble . . . . ~ 

b. Retired This Yenr . . I . . . . 
e. Retired Prior Years . I . . . 
d. Net Pntronnge Cnpitnl. . . . . 

34. Opernting Margins - Prior Yenn . . . . I . 
35. OperntingMnrgins-Current Yenr. , I . . 
36. Non-Opernting hlnrgins I I . . ~ . , 

37. Other Mnrgins and Equities . . . . I 

38. Totnl hlnrgins & Equities (32,33d thru 37) , . 
3 9 ~  Long-TermDebt-REAfNel) I . . , . 

40. Long-Term Debt-Other-Econ. Devel (net). , 

41. Long-Term Debt-FFBREA Gunranteed , ~ 

42. Long-Term Debt-Other-REA Gunranteed . . 
43. Long-TermDebt-OtherfNet) . . . . 
44. TotnlLong-TermDebt(39thru43) , . . . I 

45. Obligations Under Cnpitnl Lenses - Noncurrent . . 
46. Accumulnted Opernting Provisions . . . 
47. Totnl Other Noncurrent Linbilities (45 + 46). 
48. NotesPnynble . ~ ~ . . . . . 
49. Accounts Pnynble . . , . . . . . 
50. Tnxes Accrued . . . . . . . 
51. Interest Accrued . . . . . . I 

52. Other Current & Accrued Linbilities . . . . 
53. Totnl Current &Accrued Linbilities (48 thru 52) . 
54. Deferred Credits . . . . . . 
55. Accumulnted Deferred Income Tnxcs I . , 

56. Totnl Linbilities and Other Credits 

(Pnyments-UnnppliedS ) . 

. 

1,600 
____.- 

165,660,310 
0 
0 

165,660,310 
(104,3377,194 

(6,707,686 
37,445,106 

_I 

3,416,29a 
95,438,426 

(25,427,773 

E 
1,140,115,824 

C 

456,597,28G 
1,571,285,333 

c 
99,872,951 
99,872,951 

r 
37,090,00( 
3.030.68( 

2,431,324 
3,665,945 

46,217,955 
4,377,28< 

1. Total Assets & Other Debits (5t14t26 thru 30) . . 1,817,191,948{ (38t44t47t53 thru 55) . . . . . . . 1,817,191,941 

SECTION C. NOTES T O  FINANCIAL STATEMENTS 

HE SPACE UEL.OW IS PROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL STATEMENT CONTAINED IN THIS REPORT. 

F ADDITIONAL SPACE IS NEEDED, USE SEPARATE SHEET.) 

Interest, other npplicnble rinnncing costs, and interest earnings on the canceled SnBth Stntion Project were $487,598.75 in June 2006, and 
%2,921,644.62 yenr-to-dnte. 

Enst Kentucky Power provides stenm service to lnlnnd Container, n recycle papermill ndjncent to Enst Kentucky Power's Spurlock generating 
stntion nenr hlnysville, Kentucky. The stenm is sold wbolesnle to Fleming Mnson RECC. For reporting purposes, stenm is converted to equivnlent 
demnnd nnd energy sold nnd generntion produced, using British Thermnl Units and n moving twelve-month weighted average hen1 rate. 

June 2006 DemnndWhlBTU 306.560 EnergyWMBTU 165,168.400 

Year-todnte EnergyWMBTU 1,188,121.000 

*This computer-generated data form is identicnl in form nnd substnnce to REA Form 12a-i, "Opernting Report ~ Finnncinl," npproved by the 

-~ Ofrice of Mnnngement nnd Budget (OMB) under the OhlB npprovnl number 0572-0017. 

REA FORhl I 2 n  (Rev. 12-93) *This is n computer-generated form PAGE 2 OF 2 
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O P E R A T I N G  REPORT - FINANCIAL 

lNSTRUCTIOSS.Subsii1 311 oripinil ;tiid two roplrr Iu REA Round nll ~IIWUQIS l o  
rie:ir~sI dellnr. bur ilrlnilnl inrlrurlions. scc R L \  Bullftin 17170-3. 

Ens! Kentucky Power Coopcrntive I 1'. 0. Box 707 

---- 
\Wncheslcr. Kcntucks 40392-0707 

June 30,2006 
PERlOD ENnEn RK.4 1:SE ON1.Y 

11. Operat ion Expense - Consumer Service 91 Infurin . 
12. Operat ion Espense - Sales . . . . . . . 
13. Operat ion Expense - Administrative 91 General  . 
14. Tom1 Operation Expense (5 th ru  13) . . . . 

Wc hereby cerfiJ- thal the crtlries in this repor! m e  in accordance wirlr rlte accoiints arid other records of the sysrem and reflea rite status of the 
sysfem lo the best oJom knourlcdge and bclicJ 

,\LL ISSURVYCE REQI!IRED BY PART 1788 OF 7fFR CH.1WF.R S V I  L ,  RW,\V, \S IN FORCE DI:RINC.'I"E REPORTIXG PERIODASD RENEWAIS 

-_.-- 
444,432 

70.1 95 67,947 23,346 10,908 
15,109,842 15,417,476 16,031,645 2,546,737 

222,286,062 240,507,951 259,698,624 40,016,937 

1,708,177 1,931.618 2,236375 --.-.I- 

23. lnterest  Cl i r rged tu Conslructiun - Credi t  . . . 

25. Assct Retirement Obligations . . . . . . 
24. O t h e r  Interest Expense . . . . . . . . 
26. O t h e r  Deductions . . . . . . . . . 
27. Total Cost ofElectric Service (14 + 19 tliru 25) . 
28. Operat ing Margins (4 - 26) . . . . . . 
29. Interest Income. . . . . . . . . . 
30. .\llovr.rnce for Funds (!sed DurinE Construction . 
31. Inromc (Loss) from Equity Inwstnients. 
3.2. Olhcr  Nonopcrnting Income - Net . . . . . 

. 

. 

0 0 0 0 
139,332 142,040 98,906 27,473 

0 0 0 0 
755,46 I 292,919 703.354 203,175 

304,676,814 330,097,561 356,018,465 58,728,897 
(18,337,782) (6,716,109) - 2,463,370 _-_ ( 5,784,668) 

2,508,556 .___. 3,022,927 1,578,023 728,597 
5,021,738 3,276,352 4 3 4 3 9 7  710.779 

0 0 0 0 
115,765 43,671 __ (93,276) 3,875 

-..-- 

33. Gcncriitiun R: Transmission Capital Credits .. . 0 
34. O t h e r  Capitid Credits S. P;rtronage Dividends . . __II-. 

35. Exlruorilinary Items. . . . . . . . 0 0 

0 
11,209 - 8.422 

36. Net I'rtronage Chpital or Margins (27 tbru  34).  . (11,277,514) __ (364,737) 

0 0 
___ 10,200 277 

0 0 
8,301,714 (4.331 ,I 40) 

~ - . .  , 

ITEM 
37. Electric E n e r u  Revenue Per  k\Vh Sold . . . . . . . . 
38. Total Operation & Mnintenancc Expense P e r  k\Vh Sold , . , . . 
39. 'I'otal Cost ofElectric Scrvice P e r  k\Vh Sold . . . . . . . . 
40. Purchased Power Cost P e r  k\Vh . . . . . . . . . . . 

MillslkWh (Optional Use by Borrower) 
53.09 0.00 
4334 0.00 
54.26 0.00 
48.82 0.00 

-__1--1 

-_.. 



. - . .. . . . . 

ASSETS 431) OTHER DflllTS 

----___ 
BOIUIOWER DESIGNATION 
KentuckvS9 8: 63 CT Fa  we^ __ 
PFHIOI) ENDED REA USE ONLY ---=------_i'--- 

IlSDA ~ REA 

OPFHATINC RFPORT ~ FINANCIAL 

SECTIOS It HA1 .\U('ESHEFT 

1 IJlRll  ITITS ASTI OTHER CREDITS 

Tutrl i!iilily Plant I n  Srrvicc. . I . I 2,OY.B14,414 
Consrriimhn \\'ark in Progrtss . . ~ 2 2 5 3 9 , 4 6 9  
Total Utility Plant ( I  + 2 )  . , . . . . . 2.~0.168.883 

796.735,118 Aceiitn. Provision for Dcpreciotion & Amort. . . . 

Non-Utllity Proper;? -Xet . . ~ . . . . 820 
0 

917,057 Invert. In Assor. Ore" ~ Patranape Cspital , " . 
14363.010 Invert. In Asroc. Or& - Othcr - General Funds , . .. 

0 I. Invcsl. I n  Asruc. O q .  - Other - Son-General Funds . 

I 0 t h  l n v e h l i n t n t r  . , . . . . . 37,006,884 
i Spcci;il Fun& " " , "  , "  23,5569.156 
I. Total Othcr Propert) S: Invebtnicntb (6 thru 13) . 75,(386,927 
i, Cash - Gcncral Funds. , . . . . I 1,232,270 

-_. 

, Net Utility Plant (2 . 4)  . . . . . . . . 1,483,433,765 

, IneertmcnrrinSnbsidia~Canipnnies . . . . . - 
I__- 

-I- 

I- . InvestmtalJ in Ccononiic Development Projects . 0 

. 
i, Cash-Construction Funds-Trustee . . . . -.I_. 500 
1. Special Deposits . , . . . . . . . . 425 

I.. Fioles Receivn1)Ic (Sei)  . . . . . . 0 
t Accounk Rcrrivnblc - Sales or Encrgy (Set) I ., 55.939;LlI 

.. Accounts Receivable - Ollier (Piel). . I . . . .. 

I. Trmporar). lnvcrtmrnti I . . I . , . I 72,968,125 

1,506,883 
!. FurlStock I . " " . . " . .  95.634311 

32. hlembcrshipr . " .  1,600 

33. I'atronagr Capital 
11. Assigned and Asslgilablr I . . . 165,660310 

0 b.Relircrl This Year . . . . . . . 
c. Retircd Prior Yrnrs . . . I . . . 0 
d.Ner Patronage Capital. . I . . . . 165,660,310 

- - . _ ~  

34. O p c n t i n ~ : ~ a ~ i n s - P r i o r  Scam . . . . . ( l M 3 7 7 , I P l l  
35. Operating Margins - Current Ycar. , . . I (6507,686) 
36. Non-Operating Margins . . . . . 37.445.106 
37. Other Margins and Eqiiitics . . . . 3 1 1 6 2 9 0  

39. 1.onpTerm Deht - REA (Set) , . . . . (21.427,771) 

40. I.ong-Term Dcht-Other-Eeon. Devel. (net). . . 0 
. l.l40.115.8W 41.. Long-Term Debt-FFbREA Guarontced 

38. Total alargins 9: Equitics (32,335 thru 37) , . 95,438,426 

(Pnymcnlr-UliappliedS ) 

42. Long-Ttrm Debt-Other-REA Gurranlccd . . 0 ,  
43. Lon~-TrrmDrbt-Olber(iVrt) . . . . - 
45. Obligntions Under Capital Lcnscs ~ Nonrurrrnt 

99,n72,952 $6. Accernulatcd Opcrnting Provisions . ~ . l _ l ~  

48. Notes Payable . I . . . . 0 

467346.544 
14. Tot41 Long-Ttrm Debt (39 thru 43)  . . . . 1,582,041597 

0 

47. T o l d  Olbcr Noncurrent Linbililin (45 + 46). I 99,872,952 

'This computer-penerafed data form is lclcntlcal in form and subsl;ince tu REA Forms 1Za-I, "Oprstirig Krport - Financial," apprnved by the 
OiXce of hlnnngrnicnt and Budgel (Ol\ll3) nndrr the Ohln npprovnl number 0572-0017. 
.EhFORb,Z 12a (Rw. 12-93) 'Thb I s  a computer-generated form. PACE 2 OF 2 

I, Materials and Supplies - 0 t h c r  . . . . . . 33,653.956 
I. Prcpnynicnts . . . . . . I . . . 2,432J91 
i. OthcrCnrrcnt~ndXccrucdAsstts . . I . . 320,687 
i. T o e l  Currcnt and Accrucd .lssch (IS thru 25)  I , . 263.728.859 
t .  1:namortited Drht Disc. & Extrnord. Prup. Losses ~ 4,891,661 
1. Kqulatop' Arwts. . . . . . ~ . . 0 
l~ Otbrr Derrrrnl I)rliits . . . . " "  0 

), Accumolatcd Defcrrcd Income Taxer . . , . 0 
1. Total Asse1.u b: O t h e r  Debits (5!-14+26 thru 30) . ___ 1.817.941J12 

. 

49. Accouiits Payable, . . . . . . . . 37.090,006 
3,030.680 50. Tomrs Arrrucd I . . . . . . . 
1131.324 51. Intercst Accrutd . . . I . . . . 

52. Oilier Cnrr r i r l& Accrual Liabilitia . . . . 3,665.941 
53. Total Cumnt & Accrued Liabilitirs (48 thru SZ) . - 46,117,957 
5.4. UeferredCrcdiU . . . . . . . . . 43773RO 

0 

56 Totil  Liabilitftr and Orht r  Crrdits 
(38+44+4?+53 t h r u  55)  . . . . . 

--- 
--I_____ 

5 5  hcrumulatcd I)ererred InmnieTaxes . . . I_ 

- 
1,827.941.2 12 
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EAST KENTUCKY POWER COOPERATIVE 

TEMPORARY CASH INVESTMENTS 

Cumulative 
Amount Invested - $1,000 Range of Earninas 

- Month -~ Minimum Maximum Rate R a n g e  _.-- invested General 
General Interest Days Durina 2006 

Jan $19,244 $62,302 4.106 - 4.364 1 - 6  $136,493 
Feb $5,552 $64,936 4.254 - 4.512 1 - 1 1  $237,903 
Mar $8,305 $73,748 4.355 - 4.759 1 - 1 9  $353,936 

APr $28,393 $91,428 4.562 - 4.759 1 - 1 2  $582,155 
May $42,387 $76,453 4.625 - 5.005 1 - 1 6  $836,769 
Jun $1 6,245 $1 00,645 4.81 0 - 5.079 1 - 1 5  $1,037,347 

.Jul $52,000 $93,200 5.021 - 5.203 1 - 1 2  $1,336,354 
AlJg 
Sept 

Oct 
Nov 
Dec 

Does not include investments in U.S. Securities of $22,489,605 (book value) with 
average maturities of 0.7 years at interest rates averaging 5.33 %, and accrued 
interest earnings year-to-date of $442,603. 
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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: August 23,2006 

SUBJECT: A r g u s  Energy, L,LC, Coal Supply Contract Amendment No. 8 

The subject Board of Directors (“Board”) Agenda Item arid Resolution approved by 
the Board on August 8,2006, had a $.56 per ton West Virginia coal severance tax 
pass through omitted from the price given for 2007 pricing on Spurlock Power Station 
Unit Nos. 1 and 2. 

. 

Paragraph 3 in the Executive Summary and paragraph 6 in the Board Resolution 
concerning the 2007 pricing should be corrected to read: from $2.378MhlBtu 
beginning January 1,2007, to $2.3 11/MMBtu for Spurlock Power Station Unit No. 1 
and from $2.587/MMBtu beginning January 1,2007, to $2.487/MMBtu for Spurlock 
Power Station Unit No. 2. (See the attached Executive Summary and Board 
Resolution.) 

The savings in the amount of $1,954,000 as reported in the Justification and Strategic 
Analysis in the August 2006 Executive Summary and Board Resolution will not be 
affected. 

Your approval is requested to make the appropriate changes and execute the 
amendment with A r g u s  Energy, L,LC. 

Approved by: Original Approved 

Date: Original Dated August 25,2006 

ewgv 
A t t a c h  en t 
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(BOARD ITEM IN Board Agenda Item AUGUST 2006) 

TO: Fuel and Power Supply Committee and Board of Directors 

FROM: Roy M. Palk 

DATE: July 28,2006 

SUBJECT: Approval of Coal Supply Contract Amendment No. 8 with Argus 
Energy, LLC-Spurlock Power Station Unit Nos. 1 and 2 
(Executive Summary) 

KEY 
MEASURE@) 

This Supports Reliable and Competitive Energy Costs 

Background 

East Kentucky Power Cooperative, Inc., (“EKPC”) currently has a coal supply contract 
with Argus Energy, LLC, (“Argus”) for Unit Nos. 1 and 2 at Spurlock Power Station that 
continues through December 3 1 , 2007. This contract had a market reopener that was 
negotiated in October of 2005 and became effective January 1,2006. The pricing and 
tonnage established in this reopener was 30,000 tons of coal per month for Unit No. 2 at a 
base price of $2.564/MMBtu, f.0.b. barge, and 20,000 tons of coal per month for Unit 
No. 1 at a base price of $2.355/MMBtuY f.0.b. barge. Argus is currently shipping 37,500 
tons of coal per month to Spurlock Power Station Unit No. 2 at an f.0.b. barge price of 
$2.361/MMBtu and 32,000 tons of coal per month to Spurlock Power Station Unit No. 1 
at an f.0.b. barge price of $1.991/MMBtu. These prices and tonnages are an average of 
coal committed to EKPC prior to the January 1,2006, and the coal committed for the year 
of 2006. Beginning January 1,2007, the final year of the contract, prices and tonnages 
were to return to the amounts set forth in the reopener amendment previously described. 

The fuel process has negotiated with Argus to lower the specifications of the contract for 
the remaining tons and ternis along with a price reduction. Current coal specifications for 
Spurlock Power Station Unit No. 1 are 12,000 Btu, 12 percent ash, and 1.6 Ibs. 
S02/MMBtu. Specifications for Spurlock Power Station Unit No. 2 are 12,000 Btu, 
12 percent ash, and 1.1 5 lbs. S02/MMBtu. The new lower specifications for Spurlock 
Power Station Unit No. 1 will be 1 1,500 Btu and 15 percent ash. The SO2 specification 
will remain the same. The lower specification for SpurIock Power Station Unit No. 2 will 
be 11,350 Btu and 16 percent ash. Again, the SO2 specification will remain the same. 

In return for the lower coal specifications, EKPC will receive a price reduction of $1.60 
per ton for the Spurlock Power Station Unit No. 1 coal and $2.40 per ton for the Spurlock 
Power Station Unit No. 2 coal. This new amended price will be reduced from 



(BOARD ITEM IN Board Agenda Item AUGUST 2006) 

$1.991/MMBtu to $1.924/MMBtu for the remainder of 2006 and from $2.35S/MMBtu 
beginning January 1 , 2007, to $2.288/MMBtu for Spurlock Power Station TJnit No. 1. 
The Spurlock Power Station Unit No. 2 price for the remainder of 2006 will be reduced 
from $2.361/MMBtu to $2.261/MMRtu and from $2.564/MMBtu beginning January 1, 
2007, to $2.464/MMBtu. All prices are f.0.b. barge. 

Justification and Strategic Analysis 

EKPC has conducted a test burn of this lower quality coal with Argus under the pricing 
and specification described above since June 1 , 2006, and has determined that the coal 
performed satisfactorily. This recommended coal supply contract amendment will yield 
EKPC a savings of $2.40 per ton on the remaining 547,500 tons for Spurlock Power 
Station Unit No. 2 and $1.60 per ton on the remaining 400,000 tons for Spurlock Power 
Station Unit No. 1. This is a total savings of $1,9s4,000 over the remainder of this 
contract. This recommendation supports EKPC’s key measures for reliable and 
competitive energy costs. 

Recommendation 
Management recommends that the Board of Directors approve the coal supply amendment 
No. 8 with Argus as described herein. 



(RESOLUTION IN Resolution AUGUST 2006) 

APPROVAL OF COAL SUPPLY CONTRACT 
AMENDMENT NO. 8 WITH 

ARGUS ENERGY, LLC 
SPUF&OCK POWER STATION UNIT NOS. 1 & 2 

Whereas, East Kentucky Power Cooperative, Inc., (“EKPCyy) has a coal supply 
contract with Argus Energy, L,LC, (“Argus”) for Unit Nos. 1 and 2 at Spurlock Power 
Station that continues through December 3 1 , 2007; 

Whereas, The contract had a market reopener in October 2005, and new prices of 
$2.355/MMBtu at a rate of 20,000 tons of coal per month for Spurlock Power Station 
Unit No. 1 and $2.564/MMBtu at a rate of 30,000 tons of coal per month for Spurlock 
Power Station Unit No. 2 were established; 

Whereas, Tons that were in arrears at the time of the reopener for Spurlock Power 
Station Unit Nos. 1 and 2 were averaged into the new pricing and tonnage 
commitments for 2006 to arrive at 32,000 tons of coal per month at a price of 
$1.99l/MMBtu for Spurlock Power Station Unit No. 1 and 37,500 tons of coal per 
month for Spurlock Power Station Unit No. 2 at a price of $2.361/MMBtu; 

Whereas, Current coal specifications in the Argus contract for Spurlock Power 
Station Unit No. 1 are 12,000 Btu, 12 percent ash, and 1.6 lbs. SO2/MMBtu, and 
specifications for Spurlock Power Station Unit No. 2 are 12,000 Btu, 12 percent ash, 
and 1.15 lbs. SOz/MMBtu; 

Whereas, Management has negotiated with Argus to lower the specifications on this 
contract for Spurlock Power Station Unit No. 1 to 1 1,500 Btu and 15 percent ash, 
while retaining the 1.6 lbs. S02/MMBtu, in return for a price reduction of $1.60 per 
ton; and to lower the specifications for Spurlack Power Station Unit No. 2 to 11,350 
Btu and 16 percent ash, while retaining the 1.15 lbs. SOdMMBtu, in return for a price 
reduction of $2.40 per ton; 

Whereas, These new amended prices will lower the f.0.b. barge price for Spurlock 
Power Station Unit No. 1 from $1.991/MMBtu to $1.924/MMBtu for 2006, and from 
$2.355/MMBtu to $2.288/MMBtu in 2007; and lower the f.0.b. barge price for 
Spurlock Power Station Unit No. 2 from $2.361/MMBtu to $2.261/MMBtu in 2006, 
and from $2.564/MMBtu to $2.464/MMBtu in 2007; 

Whereas, This amendment can save EKPC $1,954,000 in coal costs for the remaining 
term of the contract; 

Whereas, This recommended contract amendment will enable EKF’C to generate 
power for the lowest cost possible for its Member Systems and supports EKPC’s key 
measures for reliable and competitive energy costs; and 

000013 



Resolution I (RESOLUTION IN 
AUGUST 2006) 

Whereas, EKPC management and the Fuel and Power Supply Committee have 
reviewed the contract terms and conditions, find them to be reasonable, and 
recommend the approval of a coal supply contract amendment with Argus; now, 
therefore, be it 

Resolved, That the EKPC Board of Directors approves coal supply contract 
amendment No. 8 with Argus, as described hereinabove and in the attached Executive 
Summary, and the President and Chief Executive Officer, or his designee, is hereby 
authorized to execute said amendment based on the terms presented herein and in the 
Executive Summary. 
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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: August 10,2006 

SUBJECT: 

Your ratification is requested for natural gas purchases made on behalf of East Kentucky 
Power Cooperative, Inc., by Constellation NewEnergyXJas Division in the month of July 
2006 as shown below: 

Natural Gas Purchases-J. K. Smith Power Station 

Date 
0710 1/06 
07/02/06 
07/03/06 
07/04/06 
07/08/06 
0711 2/06 
071 13/06 
0711 4/06 
0711 5/06 
0711 6/06 
0711 7/06 
0711 8/06 
0711 9/06 
07/20/06 
0712 1/06 
07/24/06 
0 712 5 106 
07/26/06 
07/27/06 
0712 8/06 
07/29/06 
07/30/06 
0713 1/06 

Approved by: Original Approved 

Quantity 
(MMRtu) 

26,681 
4,2 16 

10,603 
2,460 
7,583 

10,393 
22,562 
40,495 
37,085 
46,398 
57,2 15 
48,658 
52,741 
21,751 
19,659 
29,388 
44,570 
3 3,972 
43,668 

8,274 
17,359 
39,808 
55,698 

681,237 

Price 
$/MMBtu 
$6.495 1 
$6.495 1 
$6.495 1 
$6.495 1 
$6.495 1 
$6.4272 
$7.0194 
$7.0194 
$7.2039 
$7.3 5 92 
$7.29 13 
$7.262 1 
$7.097 1 
$7.0097 
$6.7 864 
$6.7379 
$7.262 1 
$7.5437 
$7.7767 
$7.9709 
$8.1553 
$8.1942 
$9.3204 
$7.41 87 

Date: Original Dated August 14, 2006 
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EAST KENTUCKY POWER COOPERATIVE 
FUEL ADJUSTMENT 

APPLICABLE TO AUGUST 2006 POWER BILL 
FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

Fuel Cost of Sales to 
Members and Internal Use 

KWH Sales to Members and 
Internal Use 

------ 

Less Cost of Fuel in Base Rate 

$29,332,041 

I ,I 24,657,285 
- - ------ 0.02608 

0.02025 

FUEL ADJUSTMENT APPLICABLE TO 
POWER SERVICE -per KWH 

Received 
Generation 
Coal B Oil Burned 
Gas 8 Oil Burned in CTs B Landfills 
Fuel (Assigned Cost during F.O.) 
Fuel (Assigned Cost during F.O.) 

Total Fuel Cost (a) 

AUGUST 2006 0.00583 

Purchases 
Net Energy Cost - Economy Purchases 

DEVELOPMENT OF FUEL ADJUSTMENT RATE 

Identifiable Fuel Cost -Other Purchases 
Identifiable Fuel Cost -Sub. for F.O. 

Total Puchase Cost (b) 

Subtotal Purchase and Fuel Cost (aib) 

Delivered 
Off-System Sales Fuel Costs 
(Over) or Under Recovery 
Inadvertent -(Net) - In 
System Losses 

JULY 2006 
COST 

$21,989,596 
5,238,595 

0 
0 

27,228,191 

3,174,099 

0 
0 

3,174,099 

30,402,290 

(312,391) 
(757,858) 

KWH MILLS MILLS/ 
KWH TOTAL KWH 

1,018,208,070 0.02160 0.01955 
57,959,589 0.09038 0.00466 

#DIVIOI 0.00000 
#DIVIOI 0.00000 

1,076,167,659 0.02530 0.02421 

77,549,165 0.04093 0.00282 

77.549.165 0.04093 0.00282 . .  

(7,666,558) (0.04075) (0.00028) 
(0.00067) 

6,342 
(21,399,323) 

Sales Fuel Cost ( c )  

Totals (a+b+c) 

(1,070,249) 

$29,332,042 

(29,059,539) (0.03683) (0.00095) 

1 ,I 24,657,285 0.02608 0.02608 

Note -Under PSC regulations, the inadvertent kWh (in or out) is handled as losses and thus, when this is a significant 
amount, it directly affects the fuel adjustment rate accordingly. "Inadvertent In" decreases and "Inadvertent Out" 
increases the fuel adjustment rate under PSC regulations. 

Questions regarding this fuel adjustment should be directed to Laura Wilson at (859) 745-9752 ext 752. 
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Fuel Cost of Sales t o  

Members and Internal Use 

KWH Sales t o  Members and 

Internal Use 

Less Cost of Fuel in Base Rate 

Received 

Generation 

Coal & Oil Burned 

Gas & Oil Burned in CTs & Landfills 
Fuel (Assigned Cost during F.O.) 

Fuel (Assigned Cost during F.O.) 

Total Fuel Cost (a) 

EAST KENTUCKY POWER COOPERATIVE 

FUEL ADJUSTMENT 
YEAR-TO-DATE 2006 
AS OFJULY 31,2006 

FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

Purchases 

Net Energy Cost - Economy Puchases 

190,313,101 
- - .---- I--....*.---.. 

7,103,150,951 

cos t  KWH 

142,378,158 6,275,337,329 
12,513,011 151,736,164 
2,248,928 133,690,000 

(6,249,872) (133,690,000) 

150,890,225 6,427,073,493 

37,803,101 845,908,637 

Identifiable Fuel Cost - Other Purchases 

Identifiable Fuel Cost -Sub. For F.O. 
Identifiable Fuel Cost - LGBE Portion of 

Gallatin Steel Load 

Total Purchase Fuel Cost (b) 37,803,101 845,908,637 

Subtotal Purchase B Fuel Cost 188,693,326 7,272,982,130 

Delivered 

OffSystem Sales Fuel Costs (785,639) (19,992,438) 
(Over) o r  Under Recovery 2,405,414 
Inadvertent - (Net) - 39,324,714 
System Losses (164,306,177) 

Sales Fuel Cost ( c )  1,619,775 (144,973,901) 

Totals (a+b+c) 190,313,101 7,103,150,951 

Millslkwh 

0.02269 
0.08247 
0.01682 

(0.04675) 

0.02348 

0.04469 

0.04469 

0.02594 

(0.03930) 

0.01 117 

0.02679 

0.02679 

Mills/ 
total kwh 

0.02004 
0.00176 
0.00032 

(0.00088) 

0.02124 

0.00532 

0.00532 

0.02656 

(0.0001 1) 
0.00034 

0.00023 

0.02679 
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EKPC Generation & Transmission Coordinated Schedule 

The EKPC Generation and Transmission Coordinated Schedule is a Gantt chart, which is 
a compilation of interdependent generation, transmission line and transmission substation 
project schedules associated with or affecting the planned EKPC generation additions. 
This is a “high level” schedule and does not include all of the activities required to 
complete the projects. The appropriate teams will maintain separate schedules for the 
additional detail of tasks. 

The generation addition projects include the five CT’s at Smith, a CFB Unit at Spurlock 
(Spurlock No. 4) and a CFB Unit at JK Smith. Associated with this electric power 
generation are the transmission and substation facilities required to adequately transfer 
this production into our transmission system grid or those projects needed for normal 
transmission development that have a significant affect on project schedules. 

The associated substation projects are the Smith 138kV Substation Expansion, JK Smith 
34SkV CT Substation, JK Smith 34SkV CFB Substation and the North Clark 345kV 
Substation. The associated transmission lines are the Smith - North Clark 34SkV Line 
and the Smith - West Garrard 34SkV Line. Please note that the Sideview substation site 
has been renamed as North Clark and the Bryantsville Substation as West Garrard. 

The attached schedule has been reviewed and approved by our production, transmission 
line, transmission planning and generation planning personnel. The last revision date of 
this schedule is September 1, 2006. 

This schedule will be reviewed, revised and approved by the appropriate personnel on a 
periodic basis and then distributed to all interested parties. 

If you have any questions or need additional information contact Mark Brewer at 
extension 672. 
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EAST KENTUCKY POWER COOPERATIVE 
Comparative Operating Statement 

(Nearest $1,000) 

OPERATIONS & MAINTENANCE 
Production 
Fuel ________c____________________ 
0 & M ________________ ~ ___________ 
Transmission _______________I_____ 

General Administration----------- 
Power Transactions - Receipts- 
Depreciation ____________________c 
Insurance _ _ _ _ .  

Taxes---------------------------- 
Total Oper. & Maint.---------- 

Margin Before Interest------ 

Interest - Short Term Debt------- 
Interest - Long Term Debt-------- 
Interest Charged to Construction- 

Net interest _________________ 
NET MARGIN (DEFICIT)------------ 

STATISTICAL SUMMARY 

TIER _______________________________ 
Sales to Coops - MWH --------------- 

% Increase of Prev Year---------- 
Basic Rate to Coops (Mills)------ 
Fuel Rate to Coops (Mills)------- 
Net Rate to Coops (Mills)-------- 

Deliveries to Others - MWH --------- 

Purchase Receipts - MWH 
Production MWH _______________---_ 

12 Months 
Ended 

0713 1 I06 

$652,658 
5,986 

26.596 

12 Months 
Ended 

0713 1 IO5 

$533,714 
3,097 

29.240 

Yo 
Increase 

Decrease (-) 

22.3 
93.3 
-9.0 

$685,240 $566,051 21 .I 

$281,493 $218,954 28.6 
104,472 104,670 -0.2 
24,001 25,222 -4.8 
69,945 37,?97 85.1 

54,933 45,627 20.4 
1,234 460 168.3 

112,350 122,071 -8.0 

(47) 234 -120.1 
648,381 555,035 16.8 
36,859 11,016 234.6 

285 51 5 -44.7 
76,384 62,734 21.8 

0 0 0.0 
76,669 63,249 21.2 

($39,810) ($52,233) -23.8 

0.48 
12,451,160 

4.88 
45.00 
7.41 

52.41 
166,321 

11,194,141 
1,836,153 

0.17 
11,871,321 

0.89 
38.83 
6.13 

44.96 
141,860 

9,837,234 
2,613,160 

186.1 
4.9 

448.8 
15.9 

-20.9 
16.6 
17.2 
13.8 

-29.7 

000039 



January 
February 
March 

April 

June 

July 
August 
September 

October 
November 
December 

May 

EAST KENTUCKY POWER COOPERATIVE 

NET MARGINS - 2006 

MONTH 

2006 2006 
Actual Budget 

Y EAR-TO-DATE 

2006 2006 2005 
Actual Budget Actual 

5,432,227 
15,043,053 
12,090,862 

6,915,169 
(2,675,825) 

(1 1,277,514) 

(8,727,047) 
(1 3,9 17,192) 
(2,187,577) 

(2,730,863) 
1,642,650 

(46,007,522) 

OOOQ.40 
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cares1 dollar. For detailed inrlruclions, see REA Bulletin 17170-3. 

OPERATING REPORT - FINANCIAL 

Julv 31.2006 

Enst Kentucky Power Cooperative 
P. 0. Box 707 

ITEM 
YEAR-TO-DATE THIS MONTH 

L A S T Y E A H  I T H I S Y E A R  I BUDGET 

0006941 



USDA - REA 

OPERATING REPORT - FINANCIAL 

2,053,219,322 
250,028,525 

2,303,247,847 
797,993,698 

3,505,254,149 
820 

0 
947,057 

14,340,349 
0 
0 

26,242,202 
23,681,ZOl 
65,211,629 

866,706 
500 

- 
- 

- 
-- 

--._ 

-_-" 

lJuly 31,2006 
SECTION B. BALANCE SHEET 

32. Memberships. . . . . . . 
33. Pntronnge Cnpitnl 

8. Assigned nnd Assignnble ~ . . 
b. Retired Tbis Yenr . . . I I 

E. Retimd Prior Years . I . . . 
d. Net Pntmnnge Cnpitnl. . . . . . . 

34. Operating Margins-Prioryean . . . . 
35. Operating Mnrgins - Current Yenr. . . . . 
36. Nan-Opernting Mnrgins . . . . 
37. OtherMnrginsnndEquities . I . . . 
38. Totnl Mnrgins & Equities (32,33d thru 37) . I 

39. L.ong-Term Deb1 - REA (Net) , . . . 
(Payments-UnnppliedS ) 

40. Long-Term Debt-Other-Econ. Devel. (net). . . 
41. Long-Term Debt-FFB-REA Gunranteed . . 
42. Long-Term Debt-Other-REA Gunranteed . . . 

ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS 

455,355 
248,547,554 

Unnmortized Debt Disc. & Extmonl. Prop. Losses . 4,650,129 
I. Regulatory Assets. . . . ~ . I 0 
t. Other Deferred Debits. . I . . . ~ I 0 
L Accumulnted Deferred Income Taxes . . . . 0 

1. Total Assets & O t h e r  Debits (5+14+26 t h ru  30) . . 1,823,663,461 

- 

Totnl IJtility Plnnl In Service. . . . . . 
Construction WorkinProgress . . . . , 

Totnl Utility Plnnt (I  + 2) . I I , I . 
Accum Provision for Depreciation & Amort. . I 

Net Utility Plnnt(3 I 4) I . . I . . . 
Non-Utility Property - Net , . .. . I . I 

Investments in Subsidinr). Companies . . . . . 
Invest. in Assoc. Org. - Pntronnge Cnpitnl . . I 

Invest. In Assoc. Org - Other ~ General Funds . . . 
1, Invest. In Assoc. Org. - Other - Nun-General Funds . 
. Investments in Economic Development Projects . 
. Other Investments. . I . . . . 
. Specinl Funds . . . . . . . . 
#. Totnl Other Property & Investments (6 thru  13) . 
;. Cnsb - Genernl Funds. . . . , I . 
I. Cash-Construction Funds-Trustee . . . . 
'. SpccinlDeposits . . . . . ~ . , . 
I I  Temporary lnvestmenls . . . . I . . . 
1" Notes Receivnble (Net) . . . . . . . 
lI Accounls Receivable - Sales of Energy (Net) . I . 

Accoun& Receivnble - Otlier(Net). . . . 
!" FuclStock . . . . ~ . . , . ~ , 

I. Mnterinls nnd Supplies - Other I . . . 
I. Prepnyments. . . . . . , I . . 
il OtberCurrentnnd Accrued Assets . I I . 
i. Totnl Current nnd Accrued Assets (15 thru 25) . 

. 

. 
51. Interest Accrued . . . . ~ . . . 
52. Other Current &Accrued Linbilities ~ . . 
53. Totnl Current & Accrued Linbilities (48 thru 52) ~ 

54. DeferredCredits . . , . . . . . 
55. AccumulntedDeferredIncomeTnxes . . . I 

56. Totnl Linbilities nnd Other Credits 
(38+44+47+53 t h r u  55) . . . . . . 

Long-TermDebt-OtherOUel) . . . I . 
Totnl Long-Term Debt (39 thru 43) . . . 
Obligntions Under Cnpitnl Lenses - Noncurrent . 
Accumulnted Operating Provisions . . . . 

47. Totnl Other Noncurrent Linbilities (45 + 4 0 .  
48. Notes Pnynble . I , . . . . . . 
49. Accounts Pnynble I . . . . . . . 
50. T n x s  Accrued . . . . . . . ~ 

~ 

" .  

I .  

. .  

1,600 -- 
I 65,660,3 IO 

0 

0 
165,GG0,310 

(104,377,194: -"- 
(10,5518,271: 
39,091,780 

3,412,940 
93,271,165 

--- 

(25,599,825 __.- 

0 
1,140,115,824 

n 
456,582,542 

1,571,098,541 
n 

-- 
100,5l7,780 
100,517,780 

- 
- 

0 
40,535,208 

3,052,024 
8,490,697 

- 

- 
3,382,703 

55,060,632 
__. 

3,715,343 
0 

-- 
1,823,663,461 

SECTION C. NOTES TO FINANCIAL STATEMENTS 

-_ -- 
HE SPACE IlEL,OW IS PROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL STATEMENT CONTAINED IN THIS REPORT. 
F ADDITIONAL SPACE IS NEEDED? USE SEPARATE SHEET.) 

Interest, other npplicnblc linnncing costs, nnd interest enrnings on the cnnceled Smith Stntion Project were S516,918.03 in July 2006, and 
53,438,562.65 year-tm-dnte. 

East Kentucky Power provides stenm service lo lnlnnd Contniner, a recycle pnpenniU ndjncent to Enst Kentucky Power's Spurlock generating 
stntion nenr Mnysville, Kentucky. The stenm is sold wholesnle to Fleming Mason RECC. For reporting purposes, stenm is converted to equivnlent 
demnnd nnd energy sold nnd generation produced, using British T h e m 1  Units and n moving twelve-month weighted average hen1 rnte. 

July 2006 DemnndWMBTU 487.600 EnergyWMBTU 175,058.200 

Yenr-to-dnte EnergyWhlBTU 1,363,179.200 

*This computer-genernted dntn form is identicnl in form nnd substnnce lo REA Forms 12n-i, "Operating Report - Finnncinl," approved by the 
Oflice of Mnnngement and Budget (OMB) under the OMB nppmvnl number 05724017. 
E A  FORM I2n  (Rev. 12-93) *This is n computer-generated form. PAGE 2 O F  2 

OOOQ42 
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CFC PATRONAGE CAPITAL ALLOCATION 

ALLOCATIONS RETIRED THROUGH AUGUST 2006: 

$3,851,273 has been received from CFC representing retirement of capital credits. 

$154,529 has been contributed to the Cooperative System Integrity Fund beginning 1986. (a) 

ALLOCATIONS OUTSTANDING: 

- Year 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

Patronage 
Capita I 

Allocation 

$1 04,425 

99,150 

83,884 

147,565 

72,342 

39,520 

18,363 

29,552 

16,659 

1 12,635 

109,556 

97,895 

84,988 

157,080 

55,370 

133,OI 2 

249,157 

551,958 

301,722 

Updated 9/25/06 

Patronage 
Capital 
Retired 

$1 04,425 

99,150 

83,884 

32,792 

38,298 

31,004 

59,182 

90,687 

81,661 

78,845 

76,689 

68,526 

59,492 

109,956 

38,759 

93,108 

174,410 

386,371 

2 1 1,205 

Cumulative 
Allocations/ 
Outstanding 

$ -  

I 14,773 

248,817 

357,332 

41 6,513 

455,378 

490,376 

524,166 

557,033 

586,402 

61 1,898 

659,022 

675,633 

71 5,537 

790,284 

955,871 

1,046,388 

Interest 
Paid to CFC 
Bv EKPC 

$ 840,864 

828,747 

1 , 108,430 

1,557,660 

1,521,71 I 

1 , 1 21,721 

1,123,696 

1,244,819 

1 , I 81,051 

1 , 165,234 

1 , 133,332 

959,456 

1 , I 80,720 

1,488,973 

1 , 105,003 

2,355,488 

3,850,219 

6,192,574 

Yo of 
Allocation To 
Interest Paid 

12.42 

11.96 

7.57 

9.47 

11.33 

12.44 

10.53 

10.41 

9.88 

9.67 

9.67 

10.20 

7.20 

10.55 

5.01 

5.65 

6.47 

8.91 

NOTE: Current CFC Policy provides for retiring 70% of the margins earned during the most recent fiscal year with the 

To effect the full transition to this new policy: 

remaining 30% of allocated net margins being retired on a 15-year FIFO basis. 

e Unretired Patronage Capital earned by borrowers in fiscal years 1991-1993 will be summed, divided by nine (9), and 
retired during a nine- (9) year period (2000 to 2008). 

(a) EKPC participation in the "Cooperative System Integrity Fund" approved by the Board at 12-10-85 meeting. 

(FINDIk7BENNETnCFC-CAP-2006) 
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TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE2 September 8,2006 

SUBJECT: 

Your ratification is requested for natural gas purchases made on behalf of East Kentucky 
Power Cooperative, Inc., by Constellation NewEnergyXJas Division in the month of 
August 2006 as shown below: 

Natural Gas Purchases-J. K. Smith Power Station 

Date 
08/01/06 
08/02/06 
08/02/06 
08/03/06 
08/03/06 
08/04/06 
08/05/06 
0 8/06/06 
08/07/06 
0810 8/06 
0 8/09/06 
081 10106 
0811 1/06 
08/12/06 
08/13/06 
081 1 4/06 
0811 5/06 
081 1 6/06 
0811 7/06 
0811 8/06 
08/19/06 
0812 1/06 
08/22/06 
08/23/06 
0 8/24/0 6 
08/25/06 
08/27/06 
08/29/06 
0813 1/06 

- 

Approved by: Original Approved 

Quantity 

54,176 
57,832 
9,304 

13,457 
48,272 
44,046 
39,560 
58,082 
743 84 
16,885 
16,531 
47,O 1 5 

262 
16,554 
12,334 
27,34 1 

5,612 
28,358 
25,304 
3 3,224 
17,615 
9,497 
4,556 
3,457 

17,998 
15,765 
16,944 
24,164 
- 987 

739,5 16 

-- OMMBtu) 
Price 

$/MMBtu 
$9.9417 
$10.3301 
$9.9029 
$1 0.6214 
$9.9223 
$8.8155 
$8.5243 
$8.3 107 
$8.0291 
$7.9612 
$7.95 15 
$8.1748 
$8.1 165 
$8.1 165 
$8.1165 
$7.5922 
$7.5437 
$7.6019 
$7.563 1 
$7.47 5 7 
$7.3981 
$7.3981 
$7.495 1 
$7.5437 
$7.6699 
$7.9709 
$8.0583 
$7.7767 
$7.2136 
$8.5240 

- 

Date: Original Dated September 8, 2006 

008013 
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Fuel Cost of Sales to  
Members and Internal Use 

KWH Sales to Members and 

.-__I________-...._._______I___ 

Internal Use 

Less Cost of Fuel in Base Rate 

Received 
Generation 
Coal & Oil Burned 

Gas & Oil Burned in CTs & Landfills 
Fuel (Assigned Cost during F.O.) 

Fuel (Assigned Cost during F.O.) 

EAST KENTUCKY POWER COOPERATIVE 

FUEL ADJUSTMENT 
YEAR-TO-DATE 2006 
AS OFAUGUST 31,2006 

FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

cost KWH 

0.02694 

Millslkwh Mills/ 

total kwh 

164,894,848 7,313,865,439 0.02255 0.01998 
18,794,133 212,800,281 0.08832 0.00228 
2,319,530 135,989,000 0.01706 0.00028 

(6,362,209) (1 35,989,000) (0.04678) (0.00077) 

Total Fuel Cost (a) 179,646,302 7,526,665,720 0.02387 0.02176 

Purchases 
Net Energy Cost - Economy Puchases 41,861,236 930,420,445 0.04499 0.00507 

Identifiable Fuel Cost - Other Purchases 

Identifiable Fuel Cost - Sub. For F.O. 
Identifiable Fuel Cost - LG&E Portion of 

Gallatin Steel Load 

Total Purchase Fuel Cost (b) 41,861,236 930,420,445 0.04499 0.00507 

Subtotal Purchase & Fuel Cost 221,507,538 8,457,086,165 0.02619 0.02684 

Delivered 
Off-System Sales Fuel Costs (1,386,621) (26,525,588) (0.05227) (0.00017) 
(Over) or  Under Recovery 2,251,225 0.00027 
Inadvertent - (Net) - 40,248,198 
System Losses (191,695,676) 

Sales Fuel Cost ( c )  864,604 (177,973,066) 0.00486 0.00010 

Totals (a+b+c) 222,372,142 8,254,255,821 0.02694 0.02694 



EAST KENTUCKY POWER COOPERATIVE 
FUEL ADJUSTMENT 

APPLICABLE TO SEPTEMBER 2006 POWER BILL 
FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

Fuel Cost of Sales to 
Members and Internal Use 

KWH Sales to Members and 
Internal Use 

Less Cost of Fuel in Base Rate 

FUEL ADJUSTMENT APPLICABLE TO 
POWER SERVICE - per KWH 

$32,059,040 

1,151,104,870 
- - ---_---- 

SEPTEMBER 2006 

0.02785 

0.02025 

0.00760 

Received 
Generation 
Coal B Oil Burned 
Gas B Oil Burned in CTs 8 Landfills 
Fuel (Assigned Cost during F.O.) 
Fuel (Assigned Cost during F.O.) 

DEVELOPMENT OF FUEL ADJUSTMENT RATE 
AUGUST 2006 

COST KWH MILLS MILLS/ 
KWH TOTAL KWH 

$22,516,690 1,038,528,110 0.02168 0.01956 
6,281,122 61,064,117 0.10286 0.00546 

70,602 2,299,000 0.03071 0.00006 
(1 12,337) (2,299,000) 0.04886 (0.00010) 

Total Fuel Cost (a) 

Purchases 
Net Energy Cost - Economy Purchases 

Identifiable Fuel Cost -Other Purchases 
Identifiable Fuel Cost -Sub. for F.O. 

28.756.077 I .099.592.227 0.02615 0.02498 

4,058,135 84,511,808 0.04802 0.00353 

0 
0 

Total Puchase Cost (b) 4,058,135 

Subtotal Purchase and Fuel Cost (a+b) 

Delivered 

32,814,212 ------------ ------------ 
OffSystem Sales Fuel Costs (600,982) 
(Over) or Under Recovery (154,189) 
Inadvertent -(Net) - In 
System Losses 

(6,533,150) (0.09199) (0.00052) 
(0.00013) 

923,484 
(27,389,499) 

Sales Fuel Cost (C)  (755,171) (32,999,165) (0.02288) (0.00066) 

Totals (a+b+c) $32,059,040 1,151,104,870 0.02785 0.02785 

Note -Under PSC regulations, the inadvertent kWh (in or out) is handled as losses and thus, when this is a significant 
amount, it directly affects the fuel adjustment rate accordingly. "Inadvertent In" decreases and "Inadvertent Out" 
increases the fuel adjustment rate under PSC regulations. 

Questions regarding this fuel adjustment should be directed to Laura Wilson at (859) 745-9752 ext 752. 

00082'7 
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E W C  Generation & Transmission Coordinated Schedule 

The EKPC Generation and Transmission Coordinated Schedule is a Gantt chart, which is 
a compilation of interdependent generation, transmission line and transmission substation 
project schedules associated with or affecting the planned E W C  generation additions. 
This is a “high level” schedule and does not include all of the activities required to 
complete the projects. The appropriate teams will maintain separate schedules for the 
additional detail of tasks. 

The generation addition projects include the five CT’s at Smith, a CFB Unit at Spurlock 
(Spurlock No. 4) and a CFB Unit at JK Smith. Associated with this electric power 
generation are the transmission and substation facilities required to adequately transfer 
this production into our transmission system grid or those projects needed for normal 
transmission development that have a significant affect on project schedules. 

The associated substation projects are the Smith 138kV Substation Expansion, JK Smith 
345kV CT Substation, JK Smith 34SkV CFB Substation and the North Clark 345kV 
Substation. The associated transmission lines are the Smith - North Clark 34SkV Line 
and the Smith - West Garrard 34SkV Line. Please note that the Sideview substation site 
has been renamed as North Clark and the Bryantsville Substation as West Garrard. 

The attached schedule has been reviewed and approved by our production, transmission 
line, transmission planning and generation planning personnel. The last revision date of 
this schedule is September 27,2006. 

This schedule will be reviewed, revised and approved by the appropriate personnel on a 
periodic basis and then distributed to all interested parties. 

If you have any questions or need additional information contact Mark Brewer at 
extension 672. 

000032 



. .  __ 

, .  

.... .... - _- . .  . .  
. .  . .  

. .  . .  

. .  

. . .  
. .  
. .  

. .  
, . ! !  . .  

. :  

/ I ,  . .  . .  
. .  . .  . :  

: . :  . .  
: <  

I I I 



d 

- 



EAST KENTUCKY POWER COOPERATIVE 
Comparative Operating Statement 

(Nearest $1,000) 

Interest - Short Term Debt------- 
Interest - Long Term Debt-------- 
Interest Charged to Construction- 

Net Interest ______________- ~ 

NET MARGIN (DEFICIT)------------ 

STATISTICAL SUMMARY 

TIER ______ ~ __________--____. ~ _____- _- 
Sales to Coops - MWH --------------- 

% Increase of Prev Year---------- 
Basic Rate to Coops (Mills)------ 
Fuel Rate to Coops (Mills)------- 
Net Rate to Coops (Mills)-------- 

Deliveries to Others - MWH --------- 

Purchase Receipts - MWH ----------- 
Prodtjction MWH ___-_---- _--------- 

12 Months 
Ended 

08/31 106 

$658,638 
6,123 

12 Months Yo 
Ended Increase 

08/31/05 Decrease (-) 

$548,335 20.1 
3.272 87.1 

27,042 28[769 -6.0 

$691,803 $580,376 19.2 

$277,990 $238,348 16.6 

24,634 24,444 0.8 
69,598 38,364 81.4 

55,066 46,939 17.3 
1,235 455 171.4 

108,903 101,420 7.4 

1 10,465 1 12,465 -1.8 

(4 7) 234 -120.1 
647,844 562,669 15.1 
43,959 17,707 148.3 

287 485 -40.8 
77,883 64,263 21.2 

0 0 0.0 
78,170 64,748 20.7 

($3421 1) ($47,041) -27.3 

0.56 
12,497,918 

3.94 
45.27 
7.43 

52.70 
153,528 

11,227,371 
1,822,413 

0.27 
12,024,626 

2.53 
39.39 
6.21 

45.60 
141,970 

10,244,486 
2,374,623 

109.2 
3.9 

55.6 
14.9 

15.6 
8.1 
9.6 

-1 9.6 

-23.3 

000035 



January 
February 
March 

April 

June 
May 

EAST KENTUCKY POWER COOPERATIVE 

NET MARGINS - 2006 

MONTH Y EAR-TO-DATE 

July 
August 
September 

2006 2006 
Actual Budget 

October 
November 
December 

8,898,355 
3,492,578 

(84,034) 

(5,231,312) 
(3,109,184) 
(4,331,140) 

(2,163,911) 
408,336 

2006 2006 
Actual Budget 

8,898,355 
12,390,933 
12,306,899 

7,075,587 
3,966,403 
(364,737) 

(2,528,648) 
(2,120,312) 

2005 
Actual 

5,432,227 
15,043,053 
12,090,862 

6,915,169 
(2,675,825) 

(1 1,277,514) 

(8,727,047) 
( I  3,917,192) 
(2,187,577) 

(2,730,863) 
1,642,650 

(46,007,522) 

00003%; 



USDA-REA 

O P E R A T I N G  R E P O R T  - FINANCIAL 

-- 
ISTRUCl IONS-Submit 218 e d p ~ ~ 1 2 n d  IM rople  I o  R L \  Routld all DnlOUnll I O  

e w e s t  dollar. For drlalled Inrlruclluns. see REA Bullelln 17170-3. 

CERTIFICATION 

We hereby cenify that flre entries in this repon are in accordance with fhe accounts and other records of fhe wnem and reflea fhe nafus of fhe 
wstem IO the ben of our knowledae and belief: 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVI I ,  REA, WAS IN FORCE DURING THE REPORTING PERIOD AND RENEWALS 
HAVE BEEN OBTAINED FOR ALL POLICIES 

BORROWER DESIGNATION 
Kentuckv 59 & 63 G I  Fnyelle 
BORROWER DESIGNATION 
East Kentucky Power Coupcmtive 
1’. 0. Box 707 
Winclierter, Kenlucky 40392-0?07 
PERIODENDED REA USE ONLY 
Aueusl 31.2006 -- 

&& L 
SIGNATURE OF OFFICE MANAGER OR ACCOUNTANT 

36. Net Patronage Capital or Margins (27 thru 34). . (I 3,9173 92) 
ITEM 

37. Electric Energy Revenue Per kWh Sold 
38. Total Operation & Maintenance Expense Per kWh Sold 
39. Total Cost of Electric Service Per kWh Sold 

. . . . . . . . .  . . . . .  
. . . . . . .  

September 18,2006 

DATE 

(2,120.31 2)1 7,852,620 I 408,3? 
MillslkWh (Optional Use by Borrower) 
52.88 0.00 

0 . 0 0  43.55 
54.40 0.00 

& m.& September 18,2006 
nATU SIGN,%lYll?U OP MANACFR 

S E C T I O N  A. S T A T E M E N T  OF C 

LAST YEAR 

49.68 0.00 

.. -..- ... ..I.. 
)PERATIONS 

YEAR-TO-DATE THIS MONTH 
I THISYEAR I BUDGET 

3. Other Operating Revenue and Income 

6. Operation Expense . Production -Fuel 

8. Operation Expense -Transmission . . . . .  
9. Operation Expense . Distribution 
10. Operation Expense . Consumer Accounts. 

12. Operation Expense -Sales . . . . . .  
14. Total Operation Expense (5 thru 13) 
15. Maintenance Expense . Production . . . . .  
16. Maintenance Expense -Transmission . . . .  
17. Maintenance Expense . Distribution. 
18. Maintenance Expense . General Plant 

20. Depreciation & Amortization Expense 

22. Interest on Long-Term Debt 

24. Other Interest Expense . . . . . . .  
25. Asset Retirement Obligations . . . . .  
26. Other Deductions . . . . . . . .  
27. Total Cost of Electric Service (14 + 19 thru 25) . 
28. Operating Margins (4 . 26) 
29. Interest Income. . . . . . . . .  
30. Allowance for Funds Used During Construction 
31. Income (1,oss) from Equity Investments. 
32. Other Nonoperatinglncome-Net . . . . .  

. . .  
4. Total Oper. Revenues & Patronage Capital (1 thru 3). 
5. Operation Expense - Production -Excluding Fuel . 
7. Operation Expense -Other  Power Supply. 

. . . .  
. .  

. . . . .  
. . .  

11. Operation Expense -Consumer Service & Inform . 
13. Operation Expense - Administrative & General . 

. . . .  

. . . .  
. . .  

19. Total Maintenance Expense (15 thru 18) . . .  
21. Taxes . . . . . . . . . . .  
23. Interest Charged to Construction -Credit . . 

. . .  
. . . . . .  

. . . . . .  
. 

. .  
33. Generation &Transmission Capital Credits . . 
34. Other Capital Credits & Patronage Dividends . . 

00003‘7 



USDA- REA ‘ - 7 O E O W E R  DESIGNATION -T 

820 
0 

947,057 
14,312,317 

0 
0 

26,230,511 
23,783,648 
65,274,353 

754,544 
500 
425 

107,181,711 
0 

63,941,457 
870,653 

84,557,620 

34,293,289 
1,754,267 

455,432 

-_ 

-- 

OPERATING REPORT - FINANCIAL 

d. Net Pntmnngc Cnpitnl. , . . . 
34. OperntingMargins- PriorYenrs . . I . 
35. Operating Margins - Current Year. . . . . 
36. Non-Operatingh~argins . , . I . . 
37. OlhcrhfnrginsnndEquities . . ~ . . 
38. Tolnl Margins & Equitics (32,33d thru 37) . 
39. Long-Term Debt - REA (Ne0 . . . . 

40. Long-Term Debt-Other-Econ. DeveL (net). I . 
41. Long-Term Deht-FFB-REA Guaranteed ~ . 
42. Long-Term Deht-Other-REA Guaranteed I . 
43. Long-TermDeht-Olher(Ne1) . . . . I 

44. Totnl Long-Term Debt (39 thru 43) I I . , . 
45. Obligations Under Cnpitnl Lenses - Noncumnl . . 
46. Accumulnted Operating Provisions . . . . 
47. Totnl Other Noncurrent Linhilitics (45 + 46). 
48. Notes Pnynhle . . . . . . . 
49. Accounts Pnynhle ~ I . . . . . 
50. Tnxes Accrued . . . . . . . . . 
51. Interest Accrued . . . . . . . . . 

(PnymenlrUnnppliedS ) . 

. 

Kentucky 59 & 63 GT Fnyeltc 
PERlOD ENDED REA USE ONLY 

I 

I Augus131,2006 - 
SECTION B. BALANCE SHEET 

LIABILITIES AND OTHER CREDITS --I -. 
ASSETS AND OTHER DEBITS 

Totnl Ulility Plnnt In Service. . I . , . . 
Construction Workin Progress . . . . . . 
Totnl Utility Plant (1 + 2) . . . I I . 
Accum Provision lor Deprecintion & Amort. . . . 
Net Utility Plnnt (3 - 4) . I . . ~ 

. Non-Utility Properly - Net . 1 . . . . 
Investments in Subsidiary Companies . . . . . 
Invest. in Assoc. 0%. - Pntronngc Cnpital . I . 
Invest. In Assoc. Org. - Other - Genernl Funds 

I. Invest. In Assoc. Org. - Other - Non-Genernl Funds . 
. Investments in Economic Development Projects . 
!. Olherlnvestments. ~ . . . . ~ ~ 

I. SpecinlFunds . I . ~ ~ . I ~ . 
tI Totnl Other Properly & Investnients (6 thru 13) . 
i. Cnsh - Genernl Funds. . . . . . . . 
i. Cash - Construction Funds - Trustee . . . . 
1. SpecialDeposits . . . . I 

1. Tcnipornry Investments . . . . . . , . 
>. Notes Receivnhle (Net) . . . . I . 
). Accounts Receivnhle - Sales of Energy (Net) I . . 
I, Accounls Receivohlc- Other (Net). . . 
I. FuelStock . . I . . . . . . . 
1. Materials nnd Supplies- Other . . I . 
1” Prepayments. . . . . , I . 
5, OtherCurrent nnd Accrued Assets , . . . 
5. Tolnl Current ond Accrued Assets (15 lhru 25) . . 

. I 

. 

2,051,700,574 32. Memberships. , ~ . 

293,809,898 52. Other Current & Accrued 1.inhilities . . . . 
7. Unnmortized Debt Disc. & Exlroord. Prop. Losses . . ‘ --I 4,516,794 53. Tolnl Current & Accrued Liabilities (48 thru 52) . 
5. Regulntory Assels. , . . . I . . . , 0 54. DererredCredits . . . . I . . . 
9. Ocher Dclerred Debits. . . . . I . . 0 55. Accumulnted Deferred Incomc Taxes . . 

. .  

” ”  

. ”  

1.600 

165,660,310 
n 
fl 

40.855.062 

3,429,391 
93,695,751 

(25,610,985) 

0 

1,193,115,824 
n 

455,928,290 
1,623,433,129 

0 
100,864,459 
100,864,459 

0 
43322,325 

3,762,440 
13,765,318 
3.834.059 

-_--- 
- 

- 

I ,  -.- 
64,883,942 
3,554,465 

fl 

.--- 

0 56. Totnl Linhililies and Olher Credits 
1,886,431,746 (38+44+47+53 thru 55) I . I . . . . 3,886,431,746 .I D. Accumulntcd Deferred Income Taxes . . I . . 

1. Total Assets & Other  Debits (5+14+26 thru 30) . 

SECTION C. NOTES T O  FINANCIAL STATEMENTS 

HE SPACE BELOW IS PROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL STATEMENT CONTAINED IN THIS REPORT. 

F ADDITIONAL SPACE 15 NEEDED, USE SEPARATE SHEET.) 

Interest, olher npplicahle finnncing costs, nnd interest earnings on the cnnceled Smith Stntion Project were S516,514.42 in August 2006, nnd 
$3,955,077.07 yenr-todnle. 

Ensl Kentucky Power provides slenm service to Inlnnd Container, a recycle papermill adjacent to Ensl Kentucky Power’s Spurlock generating 
stnlion near Maysville, Kentucky. The stenm is sold wholesnle to Fleming Mason RECC. For reporting purposes, stenm is converted lo equivalent 
dcmnnd and energy sold nnd generation produced, using British Thermnl Units and n moving twelve-month weighted nvcrnge heat rnle. 

Angus12006 DemnndWMBTU 390.080 EnergyUMhlBTU 168,671.000 

Year-lodnte EnergyWMBTU 1,531,850.200 

*This compuler-genernted dntn lorm is identicnl in lorm and substance to REA Forms 12n-i, “Opernling Report - Financial,” approved by the 

Ollicc of Mnnngemcnt and Budget (OhlB) under the OMB npproval number 0572-0017. , 

IEA FORM 12n (Rev. 12-93) *This i s  a computer-generated lorn PAGE 2 OF 2 
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-- Month 
-- 2006 

Jan 
Feb 
Mar 

APr 
May 
Jun 

Jul 
Aug 
Sept 

Oct 
Nov 
Dec 

EAST KENTlJCKY POWER COOPERATIVE 

TEMPORARY CASH INVESTMENTS 

Amount Invested - $1,000 
General 

Minimum Maximum -- 

$19,244 $62,302 
$5,552 $64,936 
$8,305 $73,748 

$28,393 $91,428 
$42,387 $76,453 
$1 6,245 $100,645 

$52,000 $93,200 
$41,108 $1 09,708 

Interest 
Rate Range-% 

4.106 - 4.364 
4.254 - 4.512 
4.355 - 4.759 

4.562 - 4.759 
4.625 - 5.005 
4.810 - 5.079 

5.021 - 5.203 
5.084 - 5.227 

Range of 
Days 

Invested 

1 - 6  
1 - 1 1  
1 - 1 9  

1 - 12 
1 - 1 6  
1 - 1 5  

1 - 12 
1 - 1 6  

Cumulative 
Earnings 

During 2006 
-- General 

$136,493 
$237,903 
$353,936 

$582,1 55 
$836,769 

$1,037,347 

$1,336,354 
$1,626,728 

Daes not include investments in U.S. Securities of $22,579,730 (book value) with 
average maturities of 0.6 years at interest rates averaging 5.33 %, and accrued 
interest earnings year-to-date of $ 537,732. 
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UlSTKENTUCKY POWER COOPERATIVE 
Schedule of Bond Fund Investments 

Year-to-Date 
Pollution Face Date Maturi& Earnings 

Bond Fund Amount Inveskd. Date Rate-% TYPS -- September, 2006 

COOPER $1,050,000.00 11-25-03 08-01-22 4.500 Nevada Water Poll Bond $35,437.50 
23,625.00 08-01-06 02-15-07 5.500 CFC Note 217.16 

Current Investments $35,654.66 
YTD Matured Investments - 724.03 
Totals $36,378.69 

SPURLOCK $13,777,000.00 08-1 1-06 02-08-07 5.038 U.S. Treasury Bill $85,545.60 
CFC Prom. Note 

182.41 Cash on Hand 
Current Investments $85,728.01 
YTD Matured Investments - 365,292.58 
Totals $451,020.59 

-- 

SMITH $5,814,000.00 08-1 1-06 02-08-07 5.038 U.S. Treasury Bill $36,100.90 
Cash on Hand 403.61 
Current Investments $36,504.51 
YTD Matured Investments 154,166.52 
Totals $190,671.03 

000011 



SCHEDULE OF DEBT BY TERM 
913012006 

Long-Term --- 
Rate Range Composite 

% Rate-% --- ~ 

Amount 
_I 

$47,503,274 2.00 - 5.125 4.96 

5,063,909 3.68 3.68 [a] 
5,706,226 3.68 3.68 [a] 
4,510,240 3.68 3.68 [a] 

305,000,000 6.029 - 6.450 6.24 

RlJS - EKPC 

P-12 CFC 
R- 12 CFC 
T-62 CFC 
CFC Sr Credit Facility 

- FFB 
L-8 
M-9 
N-8 
P-I 2 
R-I 2 
S-8 
7-62 
1J-8 
v. 8 
W-8 
X-8 
Y-8 
2-8 

AA-8 
AB-8 

96,315,004 
30,560,717 
74,310,597 
1,367,064 

14,838,111 
88,717,873 
13,922,532 

5,810,217 
50,227,689 
81,342,220 
85,506,427 

202,846,359 
381,413,433 

12,937,582 
53,000,000 

5.452 - 10.657 
5.1 77 - 7.991 
5.913 - 7.991 
7.413 - 10.590 
6.297 - 6.301 
5.451 - 6.306 
4.557 - 5.644 

6.067 
4.709 ~ 5.729 
4.485 - 5.678 
4.366 - 5.020 
4.460 - 5.149 
4.324 - 5.345 

4.353 
5.053 - 5.070 

7.21 
6.40 
7.02 
8.78 
6.30 
6.20 
5.24 
6.07 
5.29 
5.07 
4.61 
4.96 
4.71 
4.35 
5.06 

Private Placement Bonds 
Inland 9,600,000 7.70 7.70 

Pollution Bonds 
Cooper 
Smith 
Spurlock 

8,800,000 3.68 3.68 [a] 
21,145,000 3.68 3.68 [a] 
88,600,000 3.420 - 3.830 3.59 [a] 

Charleston Bottoms 
RUS 3,268,882 2.00 2.00 

3.68 3.68 [a] -- 5,496,233 - CFC 

TOTAL $1,697,809,587 (b) 5.38 

IMBEDDED COST OF DEBT 
MONTHLY - 2008 

Debt Cornpoalte lntereat 
Month Outstandinn Rate - YO 
Jan $1,411,738,767 5.1 7 
Feb $1,460,341,826 5.19 
Mar $1,457,273,639 5.20 
APi $1,507,153,679 5.22 
May $1,555,818,870 5.26 
June $1,646,695,154 5.34 
July $1,646,578,746 5.35 
Au9 $1,697,931,985 5.35 
Sept $1,697,809,587 5.36 
Oct 
Nov 
Dec 

[a] Long-Term Debt; Short-Term Rates 
[b] Does not include Sick Leave Reserve 

YEAR-END 
2005 5.14 
2004 5.04 
2003 4.95 
2002 5.16 
2001 5.31 
2000 5.94 
1999 5.86 
1998 5.68 
1997 5.85 
1996 5.83 
1995 6.15 
1994 6.51 



EAST KENTUCKY POWER COOPERATIVE 

SUMMARY OF STATUS OF ACTIVE LONG-TERM LOANS 

September 30,2006 

Contracts Awarded Construction 
and Commitments Fund 

TOTAL LOAN As Approved by RUS Expenditures 

Y8 SpurSCRs 223,500,000 208,309,328 208,300,000 
28 Gilbert - Gen & Trans 433,863,000 389,864,380 384,000,000 
AA8 Landfill Gas to  Energy 27,645,000 13,204,135 13,192,000 
AB8 CT 6&7 & Trans 55,240,000 53,327,341 53,000,000 

Total Active Long-Term 
Loans Approved $740,248,000 $664,705,184 $658,492,000 



TO: Dave Eames 

FROM: Randy Dials (Original Initialed) 

DATE: September 26,2006 

SIJB JECT: Economy Coal Purchase-Cooper Power Station 

KEY 
MEASURE(S): 

This Supports Reliable and Competitive Energy Costs 

Background 
ICG, LLC, (“ICG”) Hazard, Kentucky, has offered East Kentucky Power 
Cooperative, Inc., (“EKPC”) 15,000 tons of coal for $1.69/MMBtu or $40.23 per ton 
based on I 1,900 Btdlb. This purchase is $6.77 per ton lower on a delivered basis 
than the lowest spot coal price for the fourth quarter of 2006. 

Justification and Strategic Analysis 
The purchase of coal from ICG will enable EKPC to continue to generate power for 
the lowest cost possible for its Member Systems and provide an adequate fuel supply 
source during times of coal supply or transportation disruptions. This 
recommendation supports EKPC’s key measures for reliable and competitive energy 
costs. 

Recommendation 
As Vice President-in-charge, in the absence of Roy Palk, your approval is requested 
for the economy purchase of 15,000 tons of coal from ICG at a delivered price of 
$1.69/MMBtu or $40.23 per ton, based on 1 1,900 Btdlb., for delivery to Cooper 
Power Station. 

Approved by: Original Approved 

Date: Original Dated September 26, 2006 

llrlgv 



TO: Roy Palk 

FROM: Randy Dials (Original Initialed) 

DATE: October 9,2006 

SUBJECT: Natural Gas Purchases-J. K. Smith Power Station 

Your ratification is requested for natural gas purchases made on behalf of East Kentucky 
Power Cooperative, Inc., by Constellation NewEnergy-Gas Division in the month of 
September 2006 as shown below: 

Date 
0 9/06/0 6 
09/07/06 
0911 6/06 

-.I_P_ 

Quantity 
(MMBtu) 

3,015 
3,385 
1,443 
7,843 

I_. 

Approved by: Original Approved 

Date: Original Dated October 9,2006 

Price 
$/MMBtu 
$6.5437 
$6.5922 
$5.6796 
$6.4057 
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INTEREST RATES 

FFB-End of Each Month 
CFC CFC Lona-Term RUS Loans CFC 

Line Of Credit 

8.050% 

- ~ _ _ _ _ _ - ~  Fixed Variable 2-Year 5-Year 30-Year 

9.000% 7.800% 

Municioal Bond Rate 

5.500% 

D a t e -  
02-03-00 8.75% 
03-22-00 9.00% 
05-18-00 9.50% 
01-05-01 9.00% 
02-01-01 8.50% 
03-22-01 8.00% 
04-1 9-01 7.50% 
05-16-01 7.00% 
06-28-01 6.75% 
08-22-01 6.50% 
09-1 8-01 6.00% 
10-03-01 5.50% 
11-07-01 5.00% 
12-1 2-01 4.75% 
11-7-02 4.25% 

06-27-03 4.00% 
06/30/04 4.25% 
08110104 4.50% 
09/21/04 4.75% 
11110104 5.00% 
12/14/04 5.25% 
02/02/05 5.50% 
03/22/05 5.75% 
03/31/05 
04/01/05 
04/29/05 
05/02/05 
05103105 6.00% 
05/31/05 
06101105 
06/30/05 6.25% 
07/01/05 
07/28/05 
08/01/05 
08/10/05 6.50% 
08/31/05 
09/01/05 
09/20/05 6.75% 
09/30/05 
10103105 
10/31/05 
11/01/05 7.00% 
11/30/05 
12/01/05 
12/13/05 7.25% 
12/30/05 
01/03/06 
01/31/06 7.50% 
02/01/06 
02/28/06 
03/01/06 

03/31/06 
04/03/06 
04/28/06 
05/01/06 

05/31 106 
06/01/06 

06/30/06 
07/03/06 
07/31/06 
08/01/06 
08/31/06 
09/01/06 
09/29/06 
10102106 
10/31/06 

03/28/06 7.75% 

05110106 8.00% 

06/29/06 8.25% 

2.810% 3.820% 5.180% 

4.170% 

3.890% 

4.730% 

4.480% 

3.820% 

3.650% 
4.750% 

5.000% 

4.250% 

4.250% 

4.600% 

4.850% 

6.800% 

6.450% 

3.600% 

3.640% 

3.950% 

3.750% 

3.710% 

4.020% 

4.290% 

4.160% 

4.370% 

4.950% 

5.200% 

5.450% 

6.250% 

6.150% 

6.400% 

5.100% 

5.350% 

5.600% 

4.250% 

4.125% 

4.125% 

3.950% 4.010% 4.320% 
5.700% 6.1 50% 5.850% 4.125% 

4.1 60% 

4.430% 

4.400% 

4.510% 

4.720% 

4.670% 

4.1 60% 

4.380% 

4.390% 

5.950% 

6.100% 

6.250% 

4.250% 

4.250% 

4.250% 

5.800% 

5.950% 

6.100% 

6.500% 

6.800% 

6.850% 

4.320% 

4.450% 

4.580% 

4.510% 

4.660% 

4.580% 

4.380% 

4.510% 

4.660% 

6.350% 

6.650% 

6.800% 

4.500% 

4.500% 

4.500% 

6.200% 

6.500% 

6.650% 

6.850% 

6.950% 

6.950% 

4.800% 

4.840% 

4.790% 

4.890% 

4.940% 

5.190% 
4.375% 

4.375% 

6.750% 

6.750% 

7.350% 

7.550% 

6.900% 

6.900% 

5.000% 5.01 0% 5.240% 
6.750% 7.700% 6.900% 4.375% 

5.110% 

4.920% 

4.710% 

4.640% 

4.650% 

5.070% 

4.880% 

4.670% 

4.570% 

4.540% 

5.210% 

5.080% 

4.870% 

4.760% 

4.720% 

7.650% 

7.500% 

7.350% 

7.300% 

7.150% 

7.300% 

7.300% 

7.300% 

4.500% 

4.500% 

4.500% 

4.375% 

7.000% 

7.150% 

7.1 50% 

7.150% 
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EAST KENTUCKY POWER COOPERATIVE 
FUEL ADJUSTMENT 

APPLICABLE TO OCTOBER 2006 POWER BILL 
FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

Fuel Cost of Sales to 
Members and Internal Use 

KWH Sales to Members and 
Internal Use 

Less Cost of Fuel in Base Rate 

FUEL ADJUSTMENT APPLICABLE TO 
POWER SERVICE - per K W W  

$23,293,352 

862,802,016 

- - _----- 0.02700 

0.02025 

OCTOBER 2006 0.00675 

DEVELOPMENT OF FUEL ADJUSTMENT RATE 
SEPTEMBER 2006 

Received KWH TOTAL KWH 
COST KWH MILLS MILLS/ 

Generation 
Coal 81 Oil Burned $18,443,130 802,144,751 0.02299 0.02138 

Fuel (Assigned Cost during F.O.) 150,279 6,401,000 0.02348 0.00017 
Gas 8 Oil Burned in CTs & Landfills 80,782 6,996,921 0.01155 0.00009 

Fuel (Assigned Cost during F.O.) (188,011) (6,401,000) 0.02937 (0.00022) 

Total Fuel Cost (a) 

Purchases 
Net Energy Cost - Economy Purchases 

Identifiable Fuel Cost - Other Purchases 
Identifiable Fuel Cost - Sub. for F.O. 

18,486,180 809,141,672 0.02285 0.02143 

2,652,753 68,631,868 0.03865 0.00307 

0 
0 

Total Puchase Cost (b) 2,652,753 68,631,868 0.03865 0.00307 

Subtotal Purchase and Fuel Cost (a+b) 

Delivered 
Off-System Sales Fuel Costs 
(Over) or Under Recovery 
Inadvertent -(Net) - In 
System Losses 

(36,682) (1,008,936) (0.03636) (0.00004) 
2,191,102 0.00254 

4,664,739 
(18,627,327) 

Sales Fuel Cost ( c )  2,154,420 (14,971,524) 0.14390 0.00250 

Totals (a+b+c) $23,293,353 862,802,016 0.02700 0.02700 

Note - Under PSC regulations, the inadvertent kWh (in or out) is handled as losses and thus, when this is a significant 
amount, it directly affects the fuel adjustment rate accordingly. "Inadvertent In" decreases and "Inadvertent Out" 
increases the fuel adjustment rate under PSC regulations. 
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Fuel Cost of Sales to 
Members and Internal Use 

KWH Sales to Members and 

Internal Use 

Less Cost of Fuel in Base Rate 

Received 
Generation 
Coal 8 Oil Burned 
Gas 8 Oil Burned in CTs 8 Landfills 

Fuel (Assigned Cost during F.O.) 

Fuel (Assigned Cost during F.O.) 

Total Fuel Cost (a) 

Purchases 
Net Energy Cost - Economy Puchases 

EAST KENTUCKY POWER COOPERATIVE 
FUEL ADJUSTMENT 

YEAR-TO-DATE 2006 
AS OF SEPTEMBER 30,2006 

FUEL COST OF ACTUAL KWH PRODUCED, PURCHASED, AND DELIVERED 

identifiable Fuel Cost - Other Purchases 
Identifiable Fuel Cost - Sub. For F.O. 
Identifiable Fuel Cost - LG&E Portion of 

Gallatin Steel Load 

- - 

cost 

183,337, 

245,665,495 

9,117,057,837 

KWH 

8,116,O 78 0,190 
18,874,915 219,797,202 
2,469,809 142,390,000 

(6,550,220) (142,390,000) 

190,132,402 8,335,807,392 

44,513,909 999,052,313 

Total Purchase Fuel Cost (b) 44,513,989 999,052,313 

Subtotal Purchase & Fuel Cost 242,646,471 9,334,859,705 

Delivered 
Off-System Sales Fuel Costs (1,423,303) (27,534,524) 
(Over) or Under Recovery 4,442,327 
Inadvertent -(Net) - 44,912,937 
System Losses (210,323,003) 

Sales Fuel Cost ( c )  3,019,024 (1 92,944,590) 

Totals (a+b+c) 245,665,495 9,117,057,837 

0.02695 

Millslkwh Mills/ 

total kwh 

0.02259 0.0201 
0.08587 0.00207 
0.01735 0.00027 

(0.04600) (0.00072) 

0.02377 0.02173 

0.04456 0.00488 

0.04456 0.00488 

0.02599 0.02661 

(0.051 69) (0.00016) 
0.00049 

0.01565 0.00033 

0.02695 0.02695 
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EKPC Generation & Transmission Coordinated Schedule 

The EKPC Generation and Transmission Coordinated Schedule is a Gantt chart, which is 
a compilation of interdependent generation, transmission line and transmission substation 
project schedules associated with or affecting the planned EKPC generation additions. 
This is a “high level” schedule and does not include all of the activities required to 
complete the projects. The appropriate teams will maintain separate schedules for the 
additional detail of tasks. 

The generation addition projects include the five CT’s at Smith, a CFB Unit at Spurlock 
(Spurlock No. 4) and a CFB Unit at JK Smith. Associated with this electric power 
generation are the transmission and substation facilities required to adequately transfer 
this production into our transmission system grid or those projects needed for nomial 
transmission development that have a significant affect on project schedules. 

. The associated substation projects are the Smith 138kV Substation Expansion, JK Smith 
345kV CT Substation, JK Smith 345kV CFB Substation and the North.Clark 345kV 
Substation. The associated transmission lines are the Smith - North Clark 345kV Line 
and the Smith - West Garrard 345kV L,ine. Please note that the Sideview substation site 
has been renamed as North Clark and the Bryantsville Substation as West Garrard. 

The attached schedule has been reviewed and approved by our production, trammission 
line, transmission planning and generation planning personnel. The last revision date of 
this schedule is November 6,2006. 

This schedule will be reviewed, revised and approved by the appropriate personnel on a 
periodic basis and then distributed to all interested parties. 

If you have any questions or need additional information contact Mark Brewer at 
extension 672. 
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EAST KENTUCKY POWER COOPERATIVE 
Comparative Operating Statement 

(Nearest $1,000) 

12 Months 
Ended 

09/30106 

$649,060 
5,274 

28,185 

12 Months Y O  

Ended Increase 
09/30/05 Decrease (-) 

$564,802 14.9 
4,112 28.3 

28.628 -1 "5 

$682.519 $597.542 14.2 

$272,236 $250,696 8.6 
116,193 93,683 24.0 
25,197 24,000 5.0 
70,064 37,644 86.1 

110,488 105,43 1 4.8 
55,134 48,181 14.4 

1,230 49 1 150.5 
(47) 234 -120.1 

650,495 560,360 16.1 
32.024 37.1 82 -13.9 

interest - Short Term Debt------- 
interest - Long Term Debt-------- 
Interest Charged to Construction- 

Net Interest _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  
NET MARGIN (DEFICIT)------------ 

STATISTICAL SUMMARY 

TIER ____________________________I_ _ _  
Sales to Coops - MWH --------------- 

% Increase of Prev Year---------- 
Basic Rate to Coops (Mills)------ 
Fuel Rate to Coops (Mills)------- 
Net Rate to Coops (Mills)-------- 

Deliveries to Others " MW t-I ------_"- 

Purchase Receipts - MW H ------------ 
Production - MWH ___________________ 

286 453 -36.9 
79,394 65,779 20.7 

0 0 0.0 

79.680 66.232 20.3 

($47,656) ($29,050) 64.0 

0.40 
12,421,591 

2.64 
45.08 

7.17 
52.25 

125,458 
11,086,976 
1,844,124 

0.56 
12,101,609 

2.71 
40.09 
6.58 

46.67 
167,783 

10,576,347 
2,144,684 

-28.4 
2.6 

-2.4 
12.4 
-9.0 
12.0 

-25.2 
4.8 

-14.0 
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January 
February 
March 

April 
May 
June 

July 
August 
September 

October 
November 
December 

EAST KENTUCKY POWER COOPERATIVE 

NET MARGINS - 2006 

MONTH Y EAR-TO-DATE 

2006 2006 
Actual Budget 

2006 2006 2005 
Actual Budget Actual 

8,898,355 5,432,227 
12,390,933 15,043,053 
12,306,899 12,090,862 

7,075,587 6,915,169 
3,966,403 (2,675,825) 
(364,737) ( I  1,277,514) 

(2,528,648) (8,727,047) 
(2,120,312) ( I  3,917,192) 
(3,835,716) (2,187,577) 

(2,730,863) 
1,642,650 

(46,007,522) 
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USDA-REA 

Enst Kentucky Power Coopcrati\rc I P. 0. Box 707 
OPERATING REPORT - FINANCIAL 

BORROWER DESIGNATION 
Kentucky 59 & 63 GT Fayette 

INSTRUC71ONS-SubmII an original and Inn coplrs 10 REA Round 211 imounlr I D  

ncaresl dollar. For defalicd instructions. scc REA Bullelin 17170-3. 

CERTIFICATION I 
We hereby cenilf fhaf ihe eniries in ihis reiiorf are in accordance wiih the arcounis and ofher records of ihe sysiem and refleci ihe saius of ihe 
sJ'sient io rhe best of our knoivled~e and belief: 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XV11, REA, WAS IN FORCE DURING THE REPORTING PERIOD AND RENEWALS 
HAVE BEEN OBTAINED FOR A1.L. POL.lClES 

-- 
PERIOD ENDED REA USE ONLY 
SeDtember 30,2006 

- 

iQ4 Y n  tQ& 

I SIGNATURE OF MANAGER . 

October 20 ,2006 
DATE 

October 20 ,2006 --I DATE - 
SECTION A. STATEMENT OF OPERATIONS 

YEAR-TO-DATE THIS MONTH 
ITEM LASTYEAR I THISYEAR I 



USDA . REA BORROWER DESIGNATION I 
OPERATING REPORT - FINANCIAL. 

" Total Utility Plant In Service. . I I . . 

'" Total Utility Plant ( I  + 2) . . . . . . . 
. Accnm Provision for Depreciation & Amort. . . . 

Net Utility Plant (3 - 4) . . . . . . . . 
t. Non-Utility Property - Net . . . I . . . 
'I lnvestments in Subsidiary Companies . . . . . 
;. Invest. in Assoc. Org. - Patronage Capital . . I . 
1, Invest. In Assoc. Org. -Other - General Funds r I 

D. Invest. In Assoc. 0%. - Other - Non-General Funds . 
I .  Investments in Economic Development Projects . I 

2. Other Investments. I . I ~ I . 
3. Special Funds . . . . . . I . . 
1. Total Other Property & Investments (6 thru 13) 
5. Cash -General Funds. . . . . . . 
6. Cash -Construction Funds ~ Trustee . . I , 

7. Special Deposits ~ . . , . . . . 
8. Temporaryinvestments . . . . " . .  
9. NotesReccivablc (Net)  I . . ,  

Construction Work in Progress I . . .  

. 

0. Accounts Receivable - Sales of Energy (Net) . . 
1. Accounts Receivable-OtlierfNet) . I . 
2. Fuel Stock . . . . . . . I . . 
3. Materials and Supplies - Other . . I I . . 

5. OtherCurrent and Accrued Assets , I , 

6. Total Current and Accrued Assets (15 thru 25) I 

7. Unamortized Debt Disc. & Extraord. Prop. l.osscs I I 

8. Regulatory Assets. . . . . . . . . . 
9. Other Deferred Debits 1 . . . . . 
0. Accnmulated Deferred Income Taxes . . . . . 
1 .  Total Assets &Other  Debits (5+14+26 lhru 30) . 

4. Prepayments. . I . . . . .  

. 

Kentucky 59 & 63 G I  Fnyette 
PERIOD ENDED 
September 30,2006 

ASSETS AND OTHER DEBITS 

e. Retired PriorYears . 
d. Net Patronage Capital. . . 

34. Operating Margins -Prior Years . 
35. Operating Margins -Current Year. 

LIABIL,ITIES AND OTHER CREDITS 

" .  
. I .  

2,052,639,421 
300,891,214 

2,353,530,635 
804,958,155 

14,289,445 36. Non-Operating Margins . . ~ . . . . 
0 37. Other Margins and Equities . . I . . I 

0 38. Total Margins & Equities (32,33d thru 37) . . 
26,433,649 39. Long-Term Debt - REA (Net) I I ~ . 

32. hlemherships. . . . I . . . 
33. Patronage Capital 

a. Assigned and Assignable . .  
h. Retired This Year . . . . . .  

23,886,841 
65.601.257 

0 
0 

"- 1,890,618,069 

813,248 
4nn 

- ~ -  

55. Accumulated Deferred lnconie Taxes . . . . . 
56. Total L.iabililies and Other Credits 

(38+44+47+53 thru 55) . . . . . . 

425 
94,737,711 

0 
50,746,169 
1,589,789 
87393.167 

~ - -  
34,465,292 
1,461,577 
613.657 151. 

(Payments-Unapplied$ 2~ 
40. Long-Term Debt-Other-Econ. Devel. (net). . . 
41. Long-Yerm Debt-FFB-REA Guaranteed . . . 
42. Long-Term Debt-Other-REA Guaranteed . . 
43. Long-Term Debt-Other (Net) I . . . . 
44. '1otalI.ong-TermDebt(39thru 43) . I I , 

45. Obligations Under Capital 1.eoses - Noncurrent 
46. Accumulated Operating Provisions . . . . I 

47 Total Other Noncurrent Liabilities (45 t 46). . 
48. Notes Payable 1 . , . . . . 
49. Accounts Payable, . . . .. . , 

50. Taxes ,\Ccrued . . . . . . . 
Interest Accrued . . . . . . 
Other Current& Accrued Liabilities . 
Total Current & Accrued 1.inbilities (48 
Deferred Credits . . . . . 

. I  

" "  

thru 52) . 

1.600 

165,660,331 0 
n 

-- 
165,660,310 
(104,377,194 
(15,758,599 

- 
- 

43,025,040 -- 
3,434,817 
91,985,974 
(25,775,592 

0 
1,193,115,824 

0 
455,909,325 

1,623,249,557 

-.,-.--- 

0 
102,3319,564 
I02,319,5(rl 

~~ 

0 

43,845,090 
4,063,311 
18,574,562 
4,084,197 
70,567,Z 15 
2,495,759 

0 

1,890,618,069 - 

SECTION C. NOTES TO FINANCIAL. STATEMENTS 

HE SPACE BELOW IS PROVIDED FOR IhlPORTANT NOTES REGARDING THE FINANCIAI STATEMENT CONTAINED IN THIS REPORT. 
'F ADDITIONAL SPACE IS NEEDED? USE SEPARATE SHEET.) 

Interest, other applicable financing costs, and interest earnings on the canceled Smith Station Project were $478.554.03 in September 2006, and 
$4,389,420.99 year-to-date. 

East Kentucky Power provides steam service to Inland Container, a recycle papermill adjacent to East Kenlucky Power's Spurlock generating 
station near Mnysvifle, Kentucky. The stenm is sold wholesale to Fleming Mason RECC. For reporting purposes, stenm is converted to equivalent 
demand and energy sold and generation produced, using British Tliermnl Units and a moving twelvcmonth weighted average heat rate. 

September 2006 DemnnndWMBTU 390 080 EnergyUMMBTU 176,591.300 
Year-to-date EnergyWhlBTU 1,708,441.500 

'This computer-generated data form is identical in form and substance to REA F o r m  IZn-i, "Operating Report- Financial," approved by the 
Office of Management and Budget (OMB) under the OhlB approval number 0572-0017. 

REA FORM 12n (Rev. 12-93) *This is a computer-generated f o n  PAGE 2 O F  2 
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Month 
2006 

Jan 
Feb 
Mar 

APr 
May 
Jun 

Jul 
Aug 
Sept 

Oct 
Nov 
Dec 

EAST KENTUCKY POWER COOPERATIVE 

TEMPORARY CASH INVESTMENTS 

Amount Invested .” $1,000 
General 

Minimum Maximum 

$1 9,244 $62,302 
$5,552 $64,936 
$8,305 $73,748 

$28,393 $91,428 
$42,387 $76,453 
$1 6,245 $1 00,645 

$52,000 $93,200 
$41,108 $109,708 
$80,625 $123,358 

$45,292 $92,752 

Interest 
Rate Ranae-o/o 

4.106 - 4.364 
4.254 4.512 
4.355 - 4.759 

4.562 - 4.759 
4.625 - 5.005 
4.810 - 5.079 

5.021 - 5.203 
5.084 - 5.227 
5.1 03 - 5.203 

5.101 .- 5.203 

Range of 
Days 

Invested 

1 - 6  
1 - 1 1  
1 - 1 9  

I - 12 
1 - 16 
I - 15 

1 - 1 2  
1 - 16 
I -18 

1 - 1 3  

Cumulative 
Earnings 

-- Durinq 2006 
General 

$136,493 
$237,903 
$353,936 

$582,155 
$836,769 

$1,037,347 

$1,336,354 

$2,047,189 

$2,342,175 

$1,626,728 

Does not include investments in US.  Securities of $22,769,960 (book value) with 
average maturities of 0.5 years at interest rates averaging 5.34 %, and accrued 
interest earnings year-to-date of $727,962. 
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REDACTED PSC Request 22 

Page 1 of 2 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

INFORMATION RJZQUEST RESPONSE 

PUBLIC SERVICE COMMISSION DATA REQUEST DATED 

NOVEMBER 9,2006 

REQUEST NO. 22 

RESPONDING PERSON: Dale Henley 

Request No. 22: Identify: 

a. Each and every agency of government, whether local, state, or federal, 

which either has an ongoing investigation of any aspect of EKPC’s operations or has 

notified EKPC that an investigation may be opened. 

b. Each and every administrative proceeding before which EKPC is currently 

a Party. 
Response 22 a-b: 

(a) Other than the investigation on-going at the Public Service Commission in 

this case, and investigations that may be continuing at the Environmental Protection 

Agency and Department of Justice in regard to the two cases in litigation which were 

referenced in the responses to Requests 7and 8 of the Commission’s October 27,2006 

data requests, EKPC has not been informed of any investigations of any other aspect of 

its operations by any governmental agencies. 
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b. Other than cases currently pending before the Commission, EKPC is 

involved in the following administrative proceedings: 

(1) On July 18,2006, EKPC received notice of an administrative 

challenge brought by the Sierra Club to the issuance of the Spurlock IJnit 4 air permit. 

The petition filed by the Sierra Club seeks to have the air permit revoked; or, in the 

alternative, to have the permit re-issued with corrections to what petitioner believes to be 

errors and mistakes in the permit conditions. A preliminary hearing was held on Friday, 

July 2 1 , 2006, in Frankfort at the Office of Administrative Hearings for the 

Environmental and Public Protection Cabinet. This matter is in discovery, with a hearing 

date set for early December 2006. The hearing is expected to last approximately three 

weeks. 

(2) On August 15,2006, EKPC received notice of an administrative 

challenge brought by the Sierra Club to the issuance of the Spurlock Unit 4 air permit. 

This challenge was filed under Section 505 (b)(2) of the Clean Air Act (“CAN,). The 

Petition requests that the United States Environmental Protection Agency (“EPA”) object 

to the issuance of the Title V operating permit. EKPC filed its Response on September 

27,2006. The matter is pending before the EPA Administrator. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

INFORMATION REQUEST RESPONSE 

PUBLIC SERVICE COMMISSION DATA REQUEST DATED 

NOVEMBER 9,2006 

REQUEST NO. 23 

RESPONDING PERSON: Dale Henley 

Request 23: For each and every agency identified in this Order, Item 23, identify the nature of 

the investigation or proceeding, the current procedural status, and the date when EKPC had 

knowledge of the pendency of the investigation or proceeding. 

Response 23: EKPC was first notified of the Environmental Protection Agency’s investigation 

in regard to the New Source Review case, which centered on EKPC maintenance activities on 

various steam electric generating units, in August 2000. EKPC was first notified of the 

Environmental Protection Agency’s investigation of the purchase of turbine generators for 

Dale Station Units 1 and 2 in January 2006. 

(H:legal/psc-2006-00455-resp 22-23) 
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Summary of Future Transmission Projects Identified as of April 2006 
Transmission planning has presently identified the following transmission expansion 
requirements for the ten-year planning horizon (2006 through 201 5):  

266 miles of new transmission line construction, including 55 miles of new 
345 kV line required to relieve existing transmission constraints and to deliver 
future EKPC generation to native load 
17 new transmission switching substations, including three new 345 kV 
switching substations required to relieve existing transmission constraints and to 
deliver future EKPC generation to native load 
20 1 miles of re-conductor or rebuild of existing transmission line 
26 new breaker additions at existing transmission substations 
Replacement of four existing transmission transformers 
31 new 69 kV capacitor banks totaling 469 Mvars 
197 miles of transmission line requiring high-temperature upgrades 
3 1 new distribution substations 
3 upgrades of existing distribution transformers 

All of the above numbers include the new 161 kV lines and substations required for 
Warren RECC’s membership in EKPC. 
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Resource Planning 

Capacity 
Requirements 

(Incl. 
Reserves) 

Existing & 
Committed 

Capacity 

Win Sum Win Sum Win Sum Win Sum 
2006 2,709 2,193 325 263 3,034 2,456 2,714 2,503 

Reserves * Peak 
Year Forecast 

2007 2,815 2,277 338 273 3,153 2,550 2,679 2,466 
2008 2,901 2,746 348 330 3,249 3,076 2,682 2,798 
2009 3,439 2,833 413 340 3,852 3,173 3,141 3,133 
2010 3,542 2,914 425 350 3,967 3,264 - 3,687 3,401 

Monthly Power Supply Update for 
EKPC Fuel & Power Supply Committee - 4/11/06 

Surplus Over Reserve 
Margin (YO) Capacity 

Requirements 

Win Sum Win Sum 
-320 47 0.2 14.1 
-474 -84 -4.8 8.3 
-567 -278 -7.5 1.9 
-711 -40 -8.7 10.6 
-280 137 4.1 16.7 

Capacity vs. Load Summary 

Landfill Gas Total 
Car>acihr 

Breakdown of Existing. and Committed Capacity 

Win 
12 

Year 1 Coal Fired I C ~ ~ ~ ~ ~ ~ ~ n  1 Purchases 

Sum Win Sum 
12 2,714 2,503 

I 

I w i n  I Sum i win I Sum i Win I sum 

SEPA 

Win Sum 

170 

12 I 
15 I 

15 I 2,679 I 2,466 
15 I 2.682 I 2.798 

15 3,687 3,401 

NOTES: 
*Reserve Margin goal is 12% in summer. 
Gallatin Steel interruptible load is excluded, along with small interruptible loads. 
Includes Greenup Hydro generation purchase through Dec 2006. 
Pendleton Co. LFGTE assumed to be on-line January 2007. 
Smith CT 8 assumed to be on-line January 2008. 
Smith CT 9 assumed to be on-line March 2008. 
Smith CT 10 assumed to be on-line April 2008. 
Smith CT 11 assumed to be on-line May 2008. 
Smith CT 12 assumed to be on-line July 2008. 
Warren RECC load data included April 2008. 
Spurlock 4 unit assumed to be on-line February 2009. 
Smith CFB 1 assumed to be on-line November 2009 (may slip to Spring 2010). 
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Forecasting and Market Analysis Process 

Year 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 

Historical Total Requirements 

Percent 
MWh Change 

3,920,000 
3,894,000 
3,906,000 
4,100,000 

.4,095,000 
4,264,518 
4,470,630 
4,704,906 
5,123,702 
5.347.081 

-0.7% 
0.3% 

-0.1 Yo 
4.1% 
4.8% 
5.2% 
8.9% 
4.4% 

5.0% 

Year 

1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 

Percent 
MWh Change 

5,489,092 
5,958,422 
6,099,308 
6,860,893 
6,9 17,414 
7,761,980 
8,505,621 
8,850,394 
9,073,950 
9,825,866 

2.7% 
8.6% 
2.4% 

12.5% 
0.8% 

12.2% 
9.6% 
4.1 % 
2.5% 
8.3% 

I Percent 
MWh Change Year 

2000 10,521,400 7.1% 
2001 10,750,900 2.2% 
2002 11,456,830 6.6% 

2004 11,865,797 2.6% 
2005 12,527,829 5.6% 

2003 11,568,314 1 .O% 

Annual Total Requirements 

4,000,000 

2,000,000 

0 
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Finance & Risk Management Process - Frank Oliva, Manager 

- Treasury Management 

o Cash Management 

EKPC continues to investigate the best possible options of investing excess 
funds to enhance yield and project daily corporate cash needs. On March 3 1 , 
EKPC had $39,892,500 of temporary, short-term investments in general funds. 
Interest rates on investments ranged from 4.36% to 4.76%. $2,802,560 (book 
value) is invested in long-term treasury and government agency securities, 
primarily pledged as security for insurance and post-retirement liabilities. This 
action supports EKPC’s Mission to provide competitive energy to the member 
systems. 

0 Construction Funds 

In March, no funds were transferred from Construction Funds to General Funds. 

The interest rates on our floating/fixed rate pollution bonds through March 3 1 
were: 

Cooper - 6 Month fixed rate - 3.42% 
Smith - 6 Month fixed rate - 2.95% 
Spurlock - weekly floating rate ranged from 3.30% to 3.70% 

The EKPC Residential Marketing Loan Program has been utilized by seven 
member systems for the purpose of making loans to member-consumers. EKPC 
will make loan funds available to each of its member systems that desire such 
funds. As of March 3 1 , 6  of the 7 1 loans remain outstanding with balances 
totaling $80,057. 

To intensify marketplace opportunities in the area of propane, EKPC has entered 
into Revolving Line of Credit Agreements with four member systems. As of 
March 3 1, EKPC has purchased $1,566,000 in capital stock and has loaned $0 on 
the line of credit. In addition, EKPC had loaned $3,798,498 to the four 
subsidiary corporations for the purchase of Thermogas’ 50% interest in the retail 
propane joint ventures. The outstanding balance as of March 31 was $3,629,808. 

As of March 3 1, $664,045 plus interest remains outstanding to promote 
industrial development in the certified territory of four member systems through 
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an Industrial Development Pilot Project. These actions support EKPC’s Mission 
to provide competitive energy to the member systems. 

e Finance 

The Finance Process continues to monitor and maintain current financial 
information. In March, the CFC interest rate for lines of credit was 6.65% and 
the CFC variable, long-term rate was 6.80%. FFB interest rates on March 3 1 
were 4.80% and 4.94% for two-year loans and thirty-year loans, respectively. 
The prime commercial rate increased .25% to 7.75%. The interest rate on March 
31 for the CFC thirty-year long-term fixed rate loan was 7.30%. As of March 
31, the interest rates on EKPC’s Revolving Credit Facility ranged from 5.47% to 
5.80%. This action supports EKPC’s Mission to provide competitive energy to 
the member systems. 

Budget & Financial Planning 

Budget 

Prepare actual-to-budget comparison reports for February 2006 for all 
departments and business units. Final reports for December 2005 will be 
completed as soon as year end is closed. 

Continued monthly analysis of fuel, purchased power, emission allowances and 
environmental surcharge revenue used in the evaluation of the 2006 projected 
margin. 

The Budget Team provided various analyses of actual and budget data for the 
cost containment review of the Member Services business unit. These actions 
support EKPC’s Mission to provide competitive energy to member systems. 

e Financial Planning 

Participated in the decision team’s study of emissions compliance options for 
Cooper Station. Preliminary economic analysis continued on these various 
options. 

Provided updated financial and statistical data to CFC for the unsecured 
revolving credit facility used to fund certain capital expenditures. 
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Completed preparation of the economic analysis for the application for a 
certificate of public convenience and necessity for construction of a scrubber on 
Spurlock Station Unit #l. These actions support EKPC’s mission to provide 
competitive energy to the member systems. 

Risk Management 

0 Insurance - A current insurance schedule is included with this report. 

Property Insurance - 

Builder’s Risk Coverage -Work continues on obtaining Builder’s Risk 
insurance coverage for the additional CTs and Smith #1. 

Employrnerit Practices - Personnel continue to work with Legal staff on specific 
employment practice suits. 

e Member Systems Claims for Transinission System Disturbance - Three claims 
for South Kentucky RECC are being investigated. 

0 Energy Risk Management 

Energy Risk Management Policy - The final drafts of the Energy Risk 
Management policy and procedures are being reviewed and will soon go to the 
Audit Committee, serving as the Risk Oversight Committee, for review. The 
policy is to document EKPC’s policies on managing the risk inherent in its 
wholesale energy business. 

EKPC Power Purchase Agreements and Credit Management - EKPC’s credit is 
being reviewed and negotiated for purchases of power, transmission, Financial 
Trading Rights (FTR’s) emission allowances and coal. Risk Management 
personnel continue to obtain, monitor and manage the credit support provided by 
trading counterparties, in the form of parental guarantees arid payment netting 
provisions. Agreements are being negotiated with several counterparties. 

MIS0 and PJM - Risk personnel continue to keep abreast of the evolving 
market. 

Emergency Restoration Plan (ERP) - Distribution in process. 
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E.A. Gilbert Generation Project Costs thru 2/28/2006 

Contract # Contract 
Number Purpose 

E l  
E6 
E8 
El 1 

E16 
E17 
E21 
E36 

El 01 
El 03 
E131 
E146 

E201 
E211 
E221 
E222 

E251 
E261 
E281 
E332 

Turbine/Generator 
Feedwater Heaters 
Deaerator 
Condenser 

Circ. Water Pumps 
Condensate Pumps 
Boiler Feed Pumps 
Distributed Control System (DCS) 

Alloy Piping 
Radial StackerlReclairner 
Transformers 
Switchgear 

Boiler Island 
CoaVLimestone Handling 
Stack 
Cooling Tower 

Piling 
Substructure 
Balance of Plant (.tMisc. Pumps) 
Painting 

Contractor 

GE 
Yuba Heat 
Ecodyne 
TEI 

GouldsllTT 
Flowserve 
FlowseNe 
A66 

Bendtec 
Metso Minerals 
Wa ukesa/PSD 
Pederson 

Alstom Power 
Sedgman 
Pullman Power 
Marley Cooling 

Richard Goetlle 
Baker 
Cheme Contracting 
Universal 

Original 
Design 
- Costs 

$ 32,223,000 
1,436,000 

225,000 
1,620,000 

796,000 
260,000 

1,260,000 
2,000,000 

2,825,000 
780,000 

126,900,000 
2,050,000 
4,950,000 
1,900,000 

9,600,000 

76,001,000 

Contract Award Contr.Award/Amend (thru 2/28/06) 
t Amendment Over/(Under) Actual Recorded 
- costs Desiqn Costs Expenditures 

$ 32,586,200.00 $ 363,200.00 $ 32,602,490 

192,500 (32,500) 192,500 
1,560,662 (59,338) 1,560,662 

61 1,700 (184,300) 61 1,700 
232,610 (27,390) 2 3 6,O 5 6 

1,735,539 475,539 1,708,081 
4,345,000 2,345,000 2,946,303 
1,951,529 1,951,529 1,951,529 
1,815,500 1,815,500 1,956,671 
3,576,441 751,441 3,567,561 
3,783,855 3,003,855 3,783,855 

146,725,985 19,825,985 149,038,624 
15,667,473 13,617,473 16,077,762 
4,604,000 (346,000) 4,604,000 
2,382,600 482,600 2,383,549 

5,071,757 (4,528,243) 5,127,161 
9,650,846 9,650,846 15,360,294 

82,105,100 6,104,100 83,288,178 
2,631,846 2,631,846 2,631,846 

728,185 (707,815) 737,889 

Actual 
Over/(Under) 

Contr. Amended 
- Costs 

$ 16,289.95 
9,704 

3,446 
(27,458) 

(1,398,697) 

141,171 

0 

2,312,639 
410,289 

(8,880) 

949 

55,404 
5,709,448 
1,183,078 

0 

Subtotal $ 264,826,000 321,959,328 57,133,328 330,366,710 8,407,382 

Escalation of Contracts $ 4,490,000 (4,490,000) 

Boiler Contingency 13,000,000 (1 3,000,000) 

Subtotal $ 27,370,000 (27,370,000) 

Contingency 9,880,000 (9,880,000) 

Total Contracts $4 292,196,000 321,959,328 29,763,328 330,366,710 8,407,382 

Other Costs 
1,554,736 Engineering Design Stanley $ 10,640,000 11,720,000 1,080,000 13,274,736 

Owners Cost EKPC 19,500,000 19,500,000 20,781,040 1,281,040 
Spare Parts EKPC 3,000,000 3,000,000 138,235 (2,861,765) 
Site Prep EKPC 5 0 0,O 0 0 500,000 3,386,927 2,886,927 
Environmental Costs EKPC 1,275,000 1,275,000 554,725 (720,275) 

Total Other $ 34,915,000 35,995,000 1,080,000 38,135,663 2,140,663 

Total Contracts t Other $ 327,111,000 357,954,328 30,843,328 368,502,373 10,548,045 

IDC 40,500,000 40,500,000 30,582,152 (9,917,848) 

Fuel Credit during Commissioning (1,979,134) (1,979,134) 

Project Total 
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Accounting and Materials Management Process - Ann Wood, Manager 

General Accounting 

Accounts payable wrote 1,209 checks in March 2006 totaling approximately 
$39,465,000. 

East Kentucky Power Cooperative 

As of February 28,2006 
Fuel Adjustment Comparison with Kentucky Utilities 
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Crowe Chizek Audit 

Crowe Chizek will review the results of the audit at the April 2006 Audit 
Committee meeting. 

Materials Management 

The ABB/EKPC Transformer Alliance Team met to discuss renewal of the 
alliance agreement and a pricing increase due to rising costs in raw materials. The 
pricing and agreement are under review; a recommendation will be made to 
management on the possible extension of the alliance. Charlie Horton traveled 
with Power Delivery Expansion personnel to Duffield, Virginia, to inspect 
concrete control buildings being considered for purchase for switching stations. 

Hope Esposito has joined the Warehouse Team as a full-time temporary laborer. 
The Winchester Warehouse inventory increased during February by $220,682, 
with an ending balance of $12,022,539. Stock-related material handled during the 
month totaled $1,239,300, and included material for fourteen (14) Power Delivery 
Expansion projects, and credits for eight (8) projects. 6,924 gallons of fuel was 
pumped at the facility during February. 8,002 gallons of unleaded was purchased 
for $1.99/gallon; no diesel was purchased during the month. 

Payroll 

In addition to our normal duties, payroll prepared and submitted first quarter 
payroll taxes as required. The department continues to refine the time and labor 
data entry process. 

-- Plant Accounting 

Assets - Gannett-Fleming completed their site visit and are in the process of 
finalizing their report for the depreciation study. 
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Pricing Process - Bill Bosta, Manager 

EKPC/LG&E Transmission and Interconnection Agreement Dispute 

The parties filed Reply Briefs on Exception on January 3,2006, and the case is 
ripe for decision. While the FERC is required to rule on Judge Grossman’s 
decision, the Commissioners are under no time deadline to rule on the case and the 
rates being billed by LG&E to EKPC remain subject to refund. Based on the 
Commission’s rulings thus far, EKPC will experience a 15% increase (about 
$300,000 annually) in costs compared to the 43% increase (about $860,000 
annually) originally proposed and billed by LG&E. Based on the billing from 
LG&E since November 2002, EKPC estimates that LG&E will be forced to refund 
over $1.4 million to EKPC. The $3.5 million refund advocated by the FERC Trial 
Staff due to pancaked rates is in addition to the $1.4 million noted above. 

As part of the LG&E request to exit MISO at the FERC, EKPC was able to 
negotiate a provision that allows LG&E to reimburse EKPC for the pancaked rates 
issue beginning December 1 through the date of LG&E’s exit from MISO. In 
December, EKPC received a credit of about $69,000 and has filed for another 
$120,000 for the month of January. 

This project will enable EKPC to continue to strive to provide reliable service at a 
competitive price. 

Environmental Surcharge ZmplementatiodEmission Allowance Strategy 

On March 20, EKPC submitted its ninth monthly report to the Commission for the 
Environmental Surcharge factor. EKPC filed a factor of 8.75% to be applied to 
service rendered in March 2006 and billed in April. EKPC also filed 
environmental surcharge factors on behalf of each of the sixteen member systems, 
ranging from 5.77% to 7.39%. This project helps EKPC maintain financial 
stability while meeting all regulatory compliance issues. 
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EKPC 
Expense 

Month 

A 
Ma r-0 6 
Apr-06 
May-06 
Jun-06 
Jul-06 
Aug-06 
Sep-06 
Oct-06 
NOV-06 
Dec-06 

12-month 
Rolling AVG 

Revenue 
(2) 

$49,666,371 
$50,534,587 
$51,102,335 
$51,329,272 
$51,610,301 
$51,932,972 
$51,880,638 
$51,923,966 
$52,469,224 
$52,568,357 

Estimated 
Net Revenue 
Requirement 

(3) 

$4,818,678 
$5,117,728 
$5,867,140 
$6,520,955 
$7,328,738 
$7,224,80 1 
$6,393,145 
$5,343,199 
$5,680,287 
$6,611,969 

Est. Monthly 
Environmental 

Surcharge 
Factor 

(4) 

9.19% 
9.62% 
10.97% 
12.19% 
13.69% 
13.40% 
11.81% 

10.32% 
12.07% 

9.78% 

Current SO2 price is $845 per allowance as of March 31, 2006. 

Current NOx price is $2,575 per allowance as of March 31, 2006. 

Gallatin Meeting 

As a follow-up to information presented to OwedEKPC regarding NOx and SO;! 
costs billed under the prior contract, a meeting was held with Gallatin on 
February 3. OwedEKPC offered information in support of our position for 
recovery of emission allowance cost during the last two years of the prior contract. 
The parties are attempting to resolve issues by settlement. Further discussions are 
likely to occur in April. This project helps EKPC meet its goal of providing 
reliable service while maintaining financial stability. 

-- Direct Load Control DSM Filing 

On January 30, EKPC filed an Application with the Public Service Commission 
for approval of a Demand Side Management (DSM) demonstration project. The 
project consists of the Direct Load Control of Air Conditioners and Water Heaters. 
EKPC is requesting a reasonableness review of the project from the Commission 
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under the DSM statute and will not seek recovery of the costs of the prqject from 
Member Systems. E W C  is proposing to conduct the demonstration project 
beginning in June 2006 through the end of September 2007. A total of 400 load 
control switches for Air Conditioning units will be installed in residences at Blue 
Grass Energy and 400 Water Heater switches will be installed in residences at 
Blue Grass as well. An additional 300 Water Heater switches will be installed in 
residences at Big Sandy RECC. The proposed program is similar to a DSM 
program currently in place at KTJ and at LG&E. It is anticipated that the project 
will help E W C  learn whether Direct L,oad Control is an effective tool in reducing 
the growth in peak demand. A decision on the project is anticipated in the very 
near future. This project helps EKPC meet its goal of providing reliable service 
while maintaining financial stability. 

Case 2005-00045 Consideration of 2005 Energy Policy Act 

On February 24, the Commission issued an Order requiring utilities to respond to 
several data requests regarding the potential state implementation of certain 
provisions of the 2005 Energy Policy Act (EPAct). The Commission has focused 
on the issues of ‘Smart Metering” (Time-of-Day RatesAJsage) and the 
“Interconnection Policy” for distributed generation resources. The first set of data 
requests were filed on behalf of East Kentucky and each of the Member Systems 
on March 23. Supplemental requests are due April 13. This project helps E W C  
meet its goal of providing excellent service to Member Systems while maintaining 
regulatory compliance. 

Cost Allocation Manual (CAM) Regulatory Filing 

On March 3 1 , in accordance with Commission regulatory requirements, E W C  
filed amendments to the Company’s Cost Allocation Manual (CAM). The 
amendments consisted primarily of accounting changes effective for 2006 as well 
as a revised agreement with ACES. This project helps EKPC meet its goal of 
maintaining regulatory compliance. 

Internal Audit & Performance Measures - Graham Johns, Coordinator 

- Internal Auditing for Member Systems 

e Inter-County Energy Cooperative-Met with the board of directors and 
audit committee on March 10 to present the four internal audits completed in 

M 13 



Finance Monthly Report 
Page 11 
March 2006 

2005 and select the areas to audit in 2006. Will begin an audit of right-of-way 
maintenance this month. 

e Clark Energy Cooperative-Will begin an audit of purchasing this month. 

* Jackson Energy Cooperative-Will begin an audit of contracts in March or 
April. 

Zodiak Training (The Game of Business Finance and Strategy) 

2 Nolin RECC, March 3 and April 

Other Projects 

0 Completed a comparison of r, venue and cost per MWh for EKPC and 
neighboring utilities for 2004. 

0 Reviewed invoices for outside legal costs. 

* The supervisory committee for the EKE Federal Credit Union sent Requests 
for Proposals for the annual audit. 
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Credit Union Process - Brian Tyler, Process Owner 

February 2006 Financial Report 

Loans 
Investments 
Total Assets 

Liabilities 
Deposits 
Equity 

Interest on Loans 
Investment Income 
Total Income 
Total Expenses 

Retained Earnings 
YTD Retained Earnings 

13,416,660.56 
3,255,068.30 

17,641,973.99 

2,163,117.37 
12,985,191 .I 5 
2,244,854.00 

57,215.63 
13,802.1 9 
71,862.89 
59,762.22 

12,100.67 
19,837.49 

Election & Credit Union Annual Meeting 

The Annual Meeting of the members of the East Kentucky Employees Federal 
Credit Union was held on Wednesday, March 29,2006, at the Headquarters 
Building at East Kentucky Power. During the meeting, George Carruba, Board 
President, discussed the Credit Union’s performance for 2005. Brian Tyler, Credit 
TJnion Manager, talked about products and services that the Credit Union will be 
considering over the next year. 

Results of the Credit Union Election were also announced. Paul Atchison, Judy 
Riddell (incumbent) and Robert Sherman (incumbent) were elected to the Board of 
Directors. Sarah Condley (incumbent) and Geneva Flannery were elected to the 
Credit Committee. 

dgeldd 
c: Directors & Alternate Directors 

Executive Staff 
Finance Staff 
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Mission Statement: 

The purpose of Govemrnental Affairs is to support EKPC in providing reliable, 
competitively priced electricity and the member systems in improving Kentuckians 
quality of life by: 

+ Developing and implementing legislative and public affairs strategies. 
+ Promoting the Cooperative program by educating elected officials and staff at all 

levels. of government. 
+ Establishing and maintaining working relationships with other organizations, 

interests and communities. 

Attached are the latest issues of Currents and Bill Tracker; which highlight all 
activities during March. 
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It ain’t over ‘til it’s over 

But while there are officially 
three legislative days remaining, 
the fate of most energy related 
bills has already been decided. 

So for those of you keeping 
score at home, here’s the latest 
update of issues that co-ops 
followed this session. The last 
day for the session is April 15. 

CO-OP SERVICES BILL 

HB 568 reverses a Supreme 
Court ruling and allows co-ops 
to continue to offer services 
other than electricity. 

A compromise requires co-ops 
to establish affiliates to conduct 
non-electric services, and 
removes the co-op exemption 
from the Code of Conduct. 

It also requires co-ops to report 
non-regulated activities each 
year to their members and the 
Public Service Commission. 

The compromise addresses 
concerns of associations that 
represent propane dealers; 
banks; the state Chamber of 
Commerce; the cable industry; 
and consumer advocates. 

The measure passed the House 
95-3-2 and the Senate 36- 1-1. If 
it is not signed or vetoed by 
Sov. Fletcher before Tuesday, it 
automatically becomes law. 

MUNICIPAL JOINT-ACTION 

HB 82 would have given broad 
authority to municipal utilities, 
which are not regulated, to join 
together and float bonds to 
build and acquire electric 
facilities. 

It received a hearing in the 
House Tourism, Development 
& Energy Committee, but was 
never called for a vote. 

The Municipal Electric Power 
Association of Kentucky never 
fully agreed to three guidin,q 
principles offered by the state’s 
regulated electric utilities as 
requirements for compromise. 

MEPAK specifically rejected 
limited PSC jurisdiction over 
any municipal power agency. 

The bill, sponsored by Rep. 
Mike Cherry, D-Princeton, 
appears dead this session. 

BIG NVERS 

HB 275 addressed Big Rivers’ 
effort to unwind its contract 
with LG&E. 

It gives co-ops an avenue to sell 
excess electricity, formerly 
supplied to a member, and not 
have it count against statutory 
limitations. 

Gov. Fletcher signed the bill, 
sponsored by Rep. Gross Clay 
Lindsay, D-Henderson, into law 
on Feb. 23. 

EMINENT DOMAIN 

HB 508 prohibits state and local 
governments from taking 
private land and transferring it 
to other private owners. 

It also lists specific conditions 
for the use of eminent domain, 
including “for the creation or 
operation of public utilities.” 

The Kentucky Farm Bureau and 
the Kentucky League of Cities 
were the driving forces behind 
this compromise measure. 

While the bill easily passed 
both chambers, legislators said 
they want to spend the interim 
studying the use of eminent 
domain in blighted areas. 

Gov. Fletcher signed the bill, 
sponsored by Rep. Wilkey, into 
law on March 28. 

All other eminent domain 
measures - I-IIB 114, 122, 165, 
- -____ 183,554, SI3 29, and HCR 24 - 
died this session. 
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HEATING ASSISTANCE 

HB 283 appropriated $10 
million in emergency funds to 
the Low Income Heating 
Assistance Program (LIHEAP). 

It was the first bill of 2006 to 
become law. Rep. Daryl Owens, 
D-Louisville, was the sponsor. 

Senate Bill 252 would have 
prohibited utilities from cutting 
off service to low-income 
customers between November 1 
and March 3 1, and established 
termination policies. 

The bill, sponsored by Sen. 
Gerald Neal, D-Louisville, 
never received a committee 
hearing. 

d B  742 requires utilities to set 
up a voluntary program to help 
needy consumers with energy 
bills. 

It passed the House 98-0 with a 
floor amendment that exempted 
municipal electric utilities. 

But the bill has encountered 
trouble in the Senate, where a 
new version makes it voluntary 
for utilities to establish such 
programs. 

The full Senate was ready to 
vote on the measure last week, 
but it was recommitted to the 
Senate Agriculture & Natural 
Resources Committee. 

Its fate remains uncertain. The 

K-Burlington. 
ponsor is Rep. Addia Wuchner, 

CLEAN-COAL RECOVERY 

HB 538 would have allowed 
utilities to recover financing, 
interest and other costs to build 
clean-coal power plants and 
related transmission facilities on 
a “pay-as-you-go’’ basis. 

The mechanism, similar to a 
monthly environmental 
surcharge, would be approved 
annually by the PSC. 

The bill’s sponsor was Rep. 
Robin Webb, D-Grayson. 
Investor-owned utilities and the 
Kentucky Office of Energy 
Policy were driving the bill. 

The bill got two committee 
hearings, but was never called 
for a vote. Several industrial 
groups spoke in opposition, as 
well as the Attorney General’s 
office, claiming the measure 
would increase rates. 

EKPC was initially neutral on 
the bill because the surcharge 
was permissive, not mandatory. 

However, EKPC voiced several 
concerns over late changes that 
altered the PSC process for aizy 
baseload plant, whether the 
utility used the surcharge or not. 

AG/PSC ISSUES 

Senate Resolution 146 
confirmed Teresa Hill as vice 
chair of the Public Service 
Commission. It passed the 
Senate 38-0. Gov. Fletcher 
appointed Hill in August when 
Ellen Williams left to take 
another job. Hill’s term expires 
in July 2009. 

HCR 26, sponsored by Rep. 
Nelson, D-Middlesbaro, tried to 
petition the PSC not to approve 
any rate increases in 2006 by 
electric, natural gas, water or 
telecommunications utilities. It 
never received a committee 
hearing. 

HB 52 would have required 
anyone paid to influence a 
decision by the PSC to file as a 
lobbyist with the Executive 
Branch Ethics Commission. 

This bill grew out of Attorney 
General Greg Stumbo’s 
investigation of the L,G&E-PSC 
rate case. 

It unanimously passed the 
House, but was never called for 
a vote in the Senate committee. 
Rep. Cherry was the sponsor. 

HB 524 would have required 
the PSC to act within 60 days 
on a complaint filed by the 
AG’s office against a utility. 

It easily passed the House, but 
was never called in the Senate 
committee. Rep. Mike Weaver, 
D-Elizabethtown, was the 
sponsor. 

HR 150 creates the Office of 
Energy Accountability within 
the AG’s office to “monitor, 
audit, review and investigate 
transactions at any level in the 
supply of home energy and 
transportation fuels,” as well as 
profit margins in retail or 
wholesale energy transactions. 

It has been awaiting a vote by 
the full House since Feb. 7. The 
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sponsor is Rep. Teddy 
Edmonds, D-Jackson. 

TRANSMISSION 

- Senate Resolution 238 requests 
a legislative study of the electric 
transmission siting process. It 
passed the Senate unanimously 
on March 14. 

The simple resolution does not 
carry the force of law and takes 
effect immediately upon its 
passage. 

The measure calls on the 
legislature’s Program Review 
and Investigations Cormittee 
to conduct the study. 

It is co-chaired by Sen. Ernie 
Harris, R-Crestwood, the 
Senate’s leading expert on 
;nergy issues. 

Senate Caucus Chairman Richie 
Sanders, R-Franklin, sponsored 
the resolution due to landowner 
concerns with EKPC’s line to 
serve Warren RECC. 

However, EKPC has been 
calling for a PSC-led study of 
the 2004 transmission laws and 
regulations, due to concerns and 
issues with recent Orders. This 
study will offer an independent 
forum for discussion and review 
possible changes in the process. 

HB 626 allows the PSC to 
consider the interstate benefits 
of proposed transmission lines 
in applications for certificates of 
public convenience & necessity. 

his is in response to the federal 
Energy Policy Act of 2005, 

which gives the Federal Energy 
Regulatory Comniission 
(FERC) “backstop” authority to 
site major lines if states do not. 

Rep. Tanya Pullin, D-South 
Shore, is the sponsor. It has 
passed both chambers and been 
delivered to the governor. 

COAL TRUCKS 

HB 560 would have required 
anyone who ships, transports or 
receives coal to immediately 
report weight and other data to 
the state. A receiver that did not 
report an overweight shipment 
within 24 hours could be fined. 

It never received a hearing in 
the Transportation Committee. 
Rep. Nelson was the sponsor. 

ADMINISTRATIVE HEARINGS 

HB 470 streamlines the process 
for administrative hearings on 
contested permits and contains 
timelines for issuing a report. 
An emergency clause will help 
EKPC if the Spurlock #4 air 
permit is contested. 

It has passed both chambers, 
and is awaiting Gov. Fletcher’s 
signature. The sponsor is Rep. 
Jim Gooch, D-Providence. 

--. SB 203 would have expanded 
the definition of net metering to 
include a number of new 
alternate energy sources, such 
as hydroelectric, wind, landfill 
gas, fuel cells and several 
others. It also established tax 
credits for solar, wind and 
geothermal systems. 

The bill was sent to the Senate 
Appropriations & Revenue 
Committee, thereby killing it. 
The sponsor was Sen. Ray 
Jones, D-Pikeville. 

ENERGY POLICY 

HB 299 directs the Kentucky 
Office of Energy Policy to 
develop a strategy for Kentucky 
to become a leader on the 
production of transportation 
fuels from coal, oil shale and 
biomass. Its sponsor is House 
Majority Floor L,eader Rocky 
Adkins, D-Sandy Hook. It has 
passed both chambers. 

HB 665, would exempt the 
FutureGen plant from state 
siting board requirements, if it 
is built in Kentucky. FutureGen 
is the 1J.S. Department of 
Energy’s $1 billion project to 
create the world’s first zero- 
emissions fossil fuels plant. The 
sponsor is Rep. Pullin. It has 
passed both chambers and has 
been delivered to the governor. 

Three resolutions - SR 286, HR 
276 and HR 294 - encourage 
locating the FutureGen project 
in Kentucky. An amendment to 
HB 422 also offers several tax 
incentives for the project. 

M 19 



3 .- 
ij 

E 
a 5 

C r 

t 

I 
I 

I ~, a "; - -  
E 

Q, 
m 

c 

0 
N 

E 





N 
N 

E 



MARCH 2006 

EKPC: To provide reliable arid competitive energy and member services. 

IJnit: To serve and assist the Cooperative, it's employees, the Member Systems, 
and External Customers by: 

0 Managing Costs 
0 

0 

0 Providing effective communications 
e 

Ensuring the safety, well-being, and development of EKPC employees 
Providing appropriate corporate staffing requirements 

Complying with all laws and regulations 

Human Resources, Facilities Management, Corporate Support Services 

1. 

2. 

3. 

Managing Costs 

Significant Results : 

0 Budget management -Centers 032,040,041,043,046,047 are under 
budget $1 1 5 ,O 17 year to date through February. 
Cost containment - All non-critical costs are being delayed. 0 

Ensuring the safety, well-being, and development of EKPC employees 

Significant Results: 

0 Lost Time Incident Rate through February 2Sth - 0.35 

Providing appropriate corporate staffing requirements 

Significant Results: 

e Positions Filled: 
e Christopher Collier - C.T. Technician (hired 3/6/06) J.K. Smith 

0 Positions open: 
e 

0 Warehouseman @ Spurlock 
0 

0 VP Power Delivery 
0 Engineer .- Operations 

Construction Project Manager @ Spurlock 

Maintenance Material Specialist @ Spurlock 
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e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

Q 

Maintenance Mechanic - Entry @ Spurlock 
Auxiliary Operator @ Dale 
Sr. Engineer 
Landfill Generating Plant Operator @ Bavarian 
Sr. Engineer - EMS 
Environmentalist 
HR-PD Safety Training & Compliance Coordinator 
Construction Technician Crew Leader 
Electrician @ Cooper 
Line Technician @ Bardstown 
Forecasting & Marketing Analysis Supervisor 
Mid-term Planning Supervisor 
Sr. Engineer - Transmission Planning 
Sr. Analysis - Resource Planning 

4. Providing effective communications 

Significant Results: 

0 Through individual and group communications employees are being asked to 
better manage their health care costs to help controllmaintain overall health 
care costs. 

5. Regulatory compliance 

Significant Results: 

e No regulatory HR issues. 

6. Member Systems Support 

Significant Results: 

0 Members continue to call for services. 

Information Technology Process - Wes Moody, Manager 

Provide support for the PeopleSoft ERP system 
Peoplesop HRMS Version 8.8 

+ Payroll - Analysis for Credit Union on transferring money using an ACH file 
instead of a wire transfer. 

+ Benefits - Continue working on re-design of Personalized Employee 
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orate Support 

Benefits Statements. 
o HR - Modifying Crystal reports to reflect new business unit and the hiring of 

new Vice President. 
Peoplesoft is an enterprise resource-planning tool that integrates company financial and 
human resource information into a common application. This supports key measures 
Competitive Energy and Reliable Energy, by providing the capability to capture 
company information and to help employees make better decisions by providing more 
accurate and timely information about capital projects, benefits, expenditures, fixed 
assets, budgets and other financial and human resource information. 

Enhance Production Management Reporting System 
o Emission information has been added to the PMRS database and reporting 

for Fly Ash and Bed Ash for each of the Coal Fired Plants. 
o Documentation specific to the Landfill plants is being developed. Training 

of the users will be planned in the next couple of months in order for the 
users to take over reporting responsibilities within the PMRS system. 

o Research and Planning has started for the conversion of this database from 
Oracle 9i to Oracle log. 

This supports key measure Competitive Energy and Reliable Energy by providing the 
capability to automate the Fuel Evaluation Process within the Production Business Unit. 

Support Maximo CMMS System 
o Attended in-house user group meeting. Created Crystal reports per user 

request. Modified two panels per user request. 
This supports Competitive Energy and Reliable Energy, by providing the capability 
to capture company information and to help employees make better decisions by 
providing more accurate and timely information for the Production Business Unit. 

Drawing Management System 

This supports Competitive Energy and Reliable Energy, by providing at each power 
plant a standardized drawing platform. 

o Application is currently being tested at Spurlock. 

Redesign EKPC’s Websites - Internet/Extranet/Intranet 
+ Redesigned pages for Industrial Development section of corporate site. 

Features imbedded links to industrial offerings within KY state map 
o Updated Environmental Education pages - calendar, links, nature notes 
o New menu look for Intranet 

This supports key measures Competitive Energy, Reliable Energy, and Member 
Services by developing a network and computing environment that facilitates a 
collaborative work environment. 

Provide Company-Wide Computer and Network Services 
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Corporate 
I 

o The Computer Support L h e  resolved 83 support calls during the previous 
period. 

o Maximo upgrade has been postponed until May due to spending limitations 
o Provided network support to cost containment teams, including special 

network security, share directories, outside access for member system 
employees serving on teams 

+ Assisted Smith employees with backup of hard drives on CT control systems 
1) Helped troubleshoot a network server problem at Grayson RECC 
+ Corrected a hardware problem that was causing short-term network 

slowdowns on random segments. 
Computer and network services support key measures Competitive Energy and 
Reliable Energy by developing a network and computing environment that facilitates a 
collaborative work environment. 

Provide Telecommunications to Substations. 
o Back haul circuits have been installed for the 220MHz master radio at 

Renaker that will link to Headquarters switchyard. 
This supports key measure Reliable Energy by providing the ability to get substation 
information and do remote switching. 

Provide Telecommunications to Members 
o All EKPC equipment has been removed from the old Cooper microwave 

shelter to make space for South Kentucky RECC’s new two-way equipment. 
A back-up generator circuit has been provided until co-located generator 
issues are solved. 

This supports key measure Member Services by providing a value-added service to 
member systems. 

Provide New Two-way Radio System 
o Two of the three antennas were installed at Stanton for the drive test, 

scheduled for April 10. 
o An initial review of the responses for the detailed consulting services was 

made and follow-up questions and answers were addressed in conference 
calls with each of the respondents. 

This supports key measures Reliable Energy and Competitive Energy by providing a 
two-way radio system that will enhance our ability to maintain and operate the 
transmission system and to assist in outage restoration. 

Maintain the Telecommunications System 
+ Drawings for the new digital system are being delivered to the remote sites. 
+ Routine maintenance was performed at twelve microwave sites. 
o The building floor was repaired at the Goddard microwave site. 
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o Tower lights were repaired at Greensburg and Goddard. 
o Quarterly inspections of towers were completed in March. Visual and 

operational tests of towers light controllers were completed for the entire 
system to verify towers meet FCC and FAA requirements. 

Routine operation and maintenance of the telecom systems supports key measures 
Competitive Energy and Reliable Energy by providing the ability to get critical power 
system operating infonation. 

Implement Telecommunications Strategic Plan 
o All circuits have been moved to the new digital system. 
o A new AVTEC radio console has been installed at the Bardstown service 

center in preparation for cutover to the new AVTEC system. 
o This new telecom system supports key measures Competitive Energy and 

Reliable Energy by providing better circuits and more circuits to monitor and 
remotely control power facilities, network our computers, link our telephone 
systems, and links our 2-way radio base stations to the Control Centers. 

IT Performance Measures 

o Annual O&M Budget - On Budget. 
o L,ost Time Accident Rate - 0.0 
o WAN Availability - 100.0% 
o LAN Availability - 100.0% 
o Two-way Radio Availability 

o Member System Base Stations - 99.5% 
o EKPC Base Stations - 99.9% 

o Application Availability -1 00% 
o Data Circuit Availability- 99.3% 
o On-Time 555 Problem Resolution - 95% 
+ Customer Satisfaction Index 

o NCS Team - 93% 
+ PBX Availability - 100% 
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MARCH 2006 

PendinP Litigation against EKPC 

1. 

2. 

3. 

4. 

Brenda Milton v. EKPC, et a1 (Eniplovnzeizt Discriiniizatioii Lawsuit) - Clark Circuit Court. 
On November 2 1 , 2001, EKPC was served with a summons and Complaint initiated by a 
former employee seeking damages on claims of a hostile workplace environment, 
retaliation constructive discharge, and assault and battery by a co-worker. EKPC filed a 
motion for a more definite statement which was heard by the Court in December 200 1 ,  and 
an order entered on May 21 , 2002, directing plaintiff to refile her lawsuit setting forth more 
detailed facts regarding her claims. The Amended Complaint was received on June 18, 
2002, and EKPC has filed an Answer for itself and the three individual employees also 
named as Defendants in the lawsuit. In December 2002 Plaintiff began taking depositions 
but abruptly halted the depositions without completion. Danny Flinchum’s deposition was 
held February 15,2005. EKPC served discovery requests on March 29,2005, which were 
not answered. EKPC filed its Motion for Summary Judgment the first week in January 
2006. The Plaintiff has already requested two continuances of the hearing. A mediation is 
scheduled for April 1 1,2006. 

Dorsev McCartv, et al v. EKPC - Magoffin Circuit Court. Plaintiffs sued EKPC alleging 
off right-of-way damages associated with chemical spraying of a right-of-way. EKF’C’s 
Answer was filed on November 4,2002. There has been no further action. 

Mark Jordan v. EKPC and CBA - U.S. District Court for the Eastern District of Kentucky. 
On August 10,2005, former employee Jordan sued CBA alleging improper denial of his 
eligibility for disability benefits under EKPC’s group disability plan administered by CBA; 
and breach of his privately negotiated worker’s compensation settlement with EKPC, 
specifically as to certain future disability entitlements. EKPC filed its Answer on August 
19, 2005, wherein it denied any liability. On September 27,2005, EKPC made its initial 
disclosure, and had the joint meeting with plaintiff‘s counsel as ordered by the court. 
EKPC is worlung on a Summary Judgment motion and discovery requests. 

- United States ofAmerica v. EKPC (Clean Air Act Enforcement) - 1J.S. District Court, 
Lexington - On January 28,2004, the federal EPA sued EKPC alleging that physical or 
operating changes to three coal-fired generators resulted in simultaneous violations of the 
Prevention of Significant Deterioration (“PSD”) provision of the Clean Air Act; the New 
Source Performance Standards (“NSPS”) of the Clean Air Act; and the State 
Implementation Plan (“SIP”) for Kentucky, as approved by EPA. 

The lawsuit seeks injunctive relief, and civil penalties of up to $25,000 a day before January 
3 1 , 1997, and $27,500 a day since then. On June 18,2004, EKPC filed its Answer denying 
all claims. 
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In December 2005, attorneys from Hunton & Williams updated the Board in Executive 
Session. On January 17,2006, EKPC filed four motions with the court asking that most, 
if not all of the claims, be dismissed. These motions for summary judgment involved, 

(a) statute of limitation issues; 
(b) federal enforceability of the Spurlock No. 2 operating permit; 
(c) applicability of the routine maintenance exclusion; and 
(d) calculation of emissions under PSD based on post-change actual annual 

emission where the baseline emission calculations are based on actual 
historic annual emissions prior to project work, and not based on 
hypo thetical emissions. 

The court has previously set this matter for trial in late May/early June 2006; but this 
schedule could change depending upon whether the court rules favorably upon all or some 
of these motions. EKPC is preparing for trial. 

5 .  Eizviropower LLC v. EKPC (Spurlock 4 Certificate Order) - Franklin Circuit Court. 
The PSC filed a notice with the Franklin Circuit Court on February 10 stating that 
the entire Designated Record of PSC Case No. 2004-00423 has been filed or 
incorporated by reference from the prior Enviropower action in Franklin Circuit 
Court seeking an injunction to prevent the hearing in that case. The court should 
now have all required records to allow it to render a decision on the Motions to 
Dismiss filed by the PSC and EISPC. 

6. Enviropower v. PSC (Spurlock 4 -Denial ofliitewentiod - Court of Appeals. The 
Appellants’ Brief has been filed, as of February 21. The brief of the Appellees, 
EISPC, the PSC, the Attorney General, and Gallatin Steel, are due on April 21. 

7. Keviiz Speaks v. EKPC, et a1 - Pulaski Circuit Court. Plaintiff is seeking judicial review of 
an Unemployment Commission Order affirming his discharge from employment with 
EKPC. EKPC has moved to dismiss the Complaint, and the motion will be heard on April 
7,2006. 

Pending Litigation for EKPC 

1. Substation Vandalism- (EKPC v. Caudill, Middleton & McElroy) - Garrard Circuit 
Court. Judgment was entered in favor of EIWC against these three individuals for 
damages in the amount of $126,000 representing the replacement cost associated 
with the step-down transfonner vandalized by the defendants on July 15, 1997. In 
addition, McElroy was assessed an additional $50,000 for punitive damages since 
he was the shooter. Judgment has been entered against all three defendants. To 
date, $76,086.72 on the Judgment has been collected from the defendants. 
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2. EKPC v. Greenwich Insurance Coinpaizy - U.S. District Court for the Eastern 
District of Kentucky. EKPC has filed this action (originally in Clark Circuit Court 
but was removed to federal court) to recover proceeds of a performance bond 
against the surety of this land. L,exington Coal Company is claiming entitlement to 
the proceeds also but EKPC does not believe that claim is meritorious and intends 
to vigorously prosecute the claim. L,exington Coal has attempted to transfer this 
action to Barlkruptcy Court but the U.S. District Court, in an order entered on 
January 24,2006, denied the motion to transfer the case. The case has been 
remanded back to Clark Circuit Court. 

Claim and Topics 

1. 

2. 

3 .  

KU and LG&E v. EKFC (FERC Proceeding) - On September 18,2002, KU and LG&E 
filed with the FERC a proposed restructuring of two agreement with EKPC. The first is an 
Lnterconnection Agreement dated 5/11/1995, and the second is a Transmission Agreement 
dated 2/9/1995 for transmission service to the Gallatin Steel Company. The modifications 
sought by KU and LG&E are intended to incorporate all, or substantially all, of the rates 
and charges under the Midwest IS0 ("MISO'I) tariff. EKPC objects and contends that the 
two agreements may not be modified since earlier amendments to the agreements, in 
conjunction with the KTJ/LG&E merger, and companion rate case, were intended to 
foreclose subsequent modifications for the remaining life of both agreements. 

On April 1,2004, the administrative law judge entered preliminary findings for EKPC. On 
March 3 1,2004, a preliminary order was entered in the case favorable to EKPC's position. 
On December 22,2004, FERC issued its order, which affirmed most of the judge's 
findings. The order remanded the case for further proceedings. On balance, the FERC 
decision was more favorable to EKPC than to LG&E/KU. A final decision is expected 
shortly. 

PSC Case No. 2004-00401 - Proposed FAC Cap - The PSC held an informal conference 
on May 26, 2005, to consider possible alternatives in dealing with fijel adjustment clause 
fluctuations. Several EKPC member system managers and staff representatives attended 
and discussed the impacts of the fluctuations and billing lag. An analysis will be made of 
possible changes in FAC billing procedures to reduce the billing lag. A proposal will be 
submitted to the PSC in the next few weeks. 

PSC Case No. 2004-00423 - (Spurlock Unit 4 Certificate Application) - The Commission 
granted construction certificates for the Spurlock 4 unit in an order dated September 13. 
The order also includes a report on the Commission's investigation of allegations of 
improprieties in EKPC's 2004 RFP which were made by Enviropower LLC. The order 
addresses every factual allegation made by Enviropower and completely validates EKPC's 
position on every issue. The Commission found that Enviropower was not the lowest and 
best bidder in the RFP and commends EKPC for conducting a process "truly designed and 
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carried out to determine the best and lowest-cost bid.” Construction of the Spurlock 4 unit 
can proceed as soon as the construction permit fiom the Division of Air Quality is issued. 

4. PSC Case No. 2005-00053- (Smith Generation Certificates) - The Commission has issued a 
supplemental data request in this case. Responses are due on February 6. 

5 .  - FERC Case No. TX0.5-I- On October 1,2004, EKPC filed an application with the Federal 
Energy Regulatory Commission (“FERC”) seeking an order compelling the Tennessee 
Valley Authority (“TVA”) to physically interconnect with EKPC’s transmission system at 
three new locations for purposes of serving Warren RECC when it becomes a member on 
April 1,2008. The filing was necessary because TVA refused to allow the proposed 
interconnections. On April 14,2005, FERC ruled for EKPC that it was entitled to the 
interconnection. Since EKPC and TVA weie unable to work through details necessary to 
implement the interconnections, the task of doing so now falls to the FERC. 

6. Conzi?zonwealth Of KeJlfUCky Sales and Use Tax Audit - On June 6, 2005, EKPC filed its 
response to a sales and use tax audit totaling roughly Two Million Dollars for the period 
February 1,2001 through November 30,2004. EKPC acknowledged owing $257,459.46 
and PROTESTED the balance of the assessments. After review, the Revenue Cabinet will 
issue a final ruling on whether it accepts all or any portion of the PROTEST. 

7. USEPA Notice of Violation - On January 17, 2006, the United States Environmental 
Protection Agency (“TJSEPA”) issued a Notice of Violation (“NOV”) under Section 
1 13 of the Clean Air Act (“CAA”) charging operation of Dale Station Units 1 and 2 
with technical violation of the CAA’s acid rain program, and provisions of the NOx 
State Implementation Plan or Nox SIP Call. The issue for both units involves 
whether these units were subject to regulations as generators having a “nameplate” 
capacity greater than 25 megawatts and/or were generators used to generate 25 
megawatts or more of electricity. A conference with the TJSEPA was held on 
February 13,2006, at the Region IV offices in Atlanta. The Company’s 
representatives had earlier met with state regulators on January 27,2006. A second 
meeting in Washington was held on March 23,2006, to work through the issues. 

Kentucky followed suit by issuing its own Notice of Violation (“NOV”) 
for Dale Station Units 1 and 2 also alleging technical non-compliance 
respecting those programs over which it has jurisdiction. 

8. PSC Case No. 200.5-0041 7 - Spurlock 2 Scrubber - This case was filed in October 2005. 
EKPC has responded to the Commission staffs first data request. No hearing has been 
scheduled in the case, as of this report. 

9. PSC Case No. 2005-00495 - FAC - The FAC six-month review hearing was held on March 
16,2006. All proceedings were routine. 
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10. PSC Case No. 2UU6-UUU17 - Integrated Resource Plan - The PSC granted EKPC’s motion 
for a six-month extension of its 2006 IRP filing deadline, by an order dated February 17. 
EKPC’s TRP will now be due on October 2 1 2006. 

1 1. PSC Case No. 2UO6-UUU33 - Pendleton County LFGTE Facility - The PSC granted 
EKPC’s request for a declaratory order approving the Pendleton County Landfill Gas 
Project on March 10,2006. 

12. PSC Case No. 2006-00132 - Spurlock Unit 1 Scrubber - EKPC filed an Application with 
the Commission on March 27,2006 for a Certificate of Public Convenience and Necessity 
to add a Flue Gas Desulfurization system to Spurlock Station Unit 1. 

Dale W. Henley 
General Counsel 

c: Dave Eames (for distribution) 
(H:legal\MR-mar06) 
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MARCH 2006 

Economic Development Process 

Participating as member of the Steering Committee of Bluegrass Tomorrow’s effort 
in conducting an economic analysis of a 19 county area in central Kentucky. This 
study is for purposes of promoting a regional approach to economic development. 

Met with the Grant County Industrial Development Authority regarding the 
development of an expanded Williamstown L,ake project. The possibility of 
developing a hydroelectric facility as part of this proposal, as well as fhnding 
possibilities, were explored. 

The groundbreaking for Knotwood Industries in Jackson Energy’s service area was 
attended. EKPC sold the land to Knotwood in order to make this project a reality. 

Met with the Kentucky Cabinet for Economic Development to orient them to our 
economic development efforts and to become acquainted with their key regional 
representatives. 

Participated in meetings sponsored by the Kentucky World Trade Center on doing 
business in China, Germany, and other international markets. 

Work continued in developing regional support of the National Bio Lab proposed for 
Pulaski County. 

A presentation was made to the EKPC Cost Containment Team charged with 
looking into the Economic Development Process. 

Board meetings of the Kentucky Association for Economic Development and 
Commerce Lexington, as well as special meetings of the Lexington Venture Club, 
the Kentucky Chamber of Commerce and the University of Kentucky’s Center for 
Manufacturing were attended. 

Met with the staff of Owen Electric regarding EKPC’s Economic Development 
efforts. 

Non-Traditional Power Production Process 

e Negotiated an Agreement with Whayne Supply Company limiting EKPC’s exposure 
for repairs to the Laurel Ridge Unit # 3 L,FGTE Project. Repairs will be completed 
by early April and the unit returned to service. 
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Made a site inspection visit to the wind towers in southeast Kentucky and collected 
data cards. 

Raised output on the Hardin County LFGTE units from 800 kW to 850kW. 

All four L,FGTE Projects are now operating at 850 kW, subject to gas availability. 

Finalized plans with N o h  Electric for an April 1 7‘h Ribbon Cutting ceremony at 
Hardin Co. LFGTE. Secretary Wilcher will be the guest speaker. 

Renewable energy presentation to Elliot County Middle School on behalf of 
Grayson Electric. 

Equipment specifications reviewed and bid packages for the Pendleton County 
LPGTE released. 

Marketing & Natural Resources Process 

Helped staff a booth at the Cincinnati Home and Garden Show for Owen Electric. 

Energy Advisors met with Trane concerning new information about dual-fuel and 
new heat pumps. 

Performed a program for Ohio Biological Society at the request of the Ohio 
Transmission Siting Board. This event was held in Columbus, Ohio. 

Manned a booth at the John Michael Montgomery Hunting and Fishing Expo at the 
request of Salt River RECC. 

Performed the “Venomous Snakes of Kentucky” program for the Harrison County 
Lions club for Blue Grass Energy. 

Met with the staff of Grayson, Salt River, Taylor County and Big Sandy RECC 
concerning PartnersPlus and Touchstone Living programs. 

Cost Containment efforts are in full swing. Numerous meetings with staff and 
member service representatives were conducted. A final report will be submitted by 
April. 

Listed below are the Environmental activities for this month: 
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'Nolin 1 RECC .................... 1 IHowevalley _-..____I Elementary 
iSKRECC t- _____..__ -. iJuTuer Intermediate .- I__ - __ 
iI_n_terS-&ESY .... _. ........... __? /Paint Lick Elementary 

.................. -. .. .. . 

/ K g E s ? . E  !?%Jl! 'Western Elementary ___ ___I.___. . 

SKRECC L- I_--...--__- lMonticello Independent - 
CVRECC /G. R. Hampton Elementary 
Salt River RECC 'Old Kentucky Home Mddle 
Salt River RECC IOId Kentucky Home Mddle 
/Grayson _ _  RECC __ __ I - - . - - _,__ IWurtland Middle School 
6;aaysonJECC I . .  - - __ _ lsonville Elementary 

- _  -~ :Whitley _________  City Elementary - _ _ _  

. - -- - jK!dsFest _____. -_ _ _ _  - 

ishearer Elementary-_ _. - - - - ,- - ___ _-. 

- lwrig h t Elem_entary - ______ ______ 
/Clark Energy /Strode Station 
'Grayson RECC [Blaine Elementary School 
/Shelby Energy /Clear Creek Elementary 
Taylor __ RECC 
'Gray ____ son -__ RECC - - _ _  _- 

Bluegrass Energy 
L t  er-Count y Energy 
/Cumberland Valley Electric INevisdale Elementary 
/Shelby Energy /Eminence Elementary 
Inter-County Energy !Calvary Elementary 
Shelby Energy Bedford Elementary 
Big Sandy RECC 

____ 1- IKnifley --__ Grade Center _I____.- ___- -- 

East Carter Middle School - 4H 

Franklin Co High School 
Camp Dick Elementary 
I 

1 __-- 

Johnson County Awards Banquet 
Sandy Hook Elementary 
Bourbon County High 
Pine Knot Intermediate South KY RECC 

Jackson Energy ,Cold Hill Elementary 
South KY RECC Turner Intermediate 
South KY RECC Turner Intermediate 

Monticello Elementary 
Landsdowne Elementary 
/Olive Hill Elementary 

_-- 3/6/2006 . _- 
3/6/2006, 
3/7/2006 
3/7/2006 
3/7/2006' 
3/8/2004 
3/8/2006' 

_I______- 

-_-_____-A 

___ _-_I--.- 

311 3/20061 
3/14/2006' 
3/14/2006! 

I___._ - ____ - __ . 

. . . . . .  

311 5/2006/ 
___ 3/15/2006! - - 

3/16/2006, 
311 _-__ 6/2006' 
3/17/20061 
3/20/2006! 
3/21 /2006/ 
3/2 1 /2006 
3/22/2004 

3/23/2006' 
3/23/2006/ 
3/24/2006; 
3/27/20061 
3/28/2006! 
3/28/2006 
3/29/2006 
3/30/2006, 

3/31/2006 

3/22/2006i 

0 Construction Projects Involving Environmental Activities for February: Smith- 
Sideview 345/69 kV Substation and Transmission Project, Cranston-Rowan 138 kV 
Transmission Lhe,  Gap of the Ridge Sub and Tap, Wilson-Aberdeen, Memphis 
Junction- Aberdeen, GM-Memphis Junction, Barren County-Oakland-Magna, 
Beam-Tichenor, Inez Sub and Tap, Conway Sub and Tap, Snow Hill Sub and Tap, 
Pendleton County LFGTE, Cedar Grove Industrial Park Sub and Tap, Bluegrass 
Parkway Sub and Tap, Keavy #2 Substation Expansion, Laurel County Industrial 
Park Substation Expansion, South Point Sub and Tap. 
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Met with Cultural Resource Analysts concerning the archaeological and cultural 
surveys on the Wilson- Aberdeen, Memphis-Junction - Aberdeen, GM-Memphis 
Junction, and Barren County-Oakland-Magna projects. 

Met with Kentucky Heritage Council personnel to discuss moving forward with a 
programmatic categorical exclusion on cultural resources for certain projects. The 
discussions are preliminary. Development of this formalized agreement would ease 
scheduling issues associated with compliance with Section 106 of the National 
Historic Preservation Act. 

Met with RUS staff concerning projects currently under environmental review. 

Venomous snake safety presentations were given at the Sportsman’s Night Out 
Banquet on behalf of South Kentucky RECC, and the West Virginia Vegetation 
Management Conference. 

Member and Corporate Communications Process 

Developed detailed drafr communications plan with message points to various 
audiences to explain the all-in-cost reduction plan of $20-$30 million by year-end 
2007. 

Printed flyers on a behalf of member systems and Legislative Affairs asking people 
to contact legislators in support of the co-op services bill (House Bill 568). 

Printed post cards for Government Affairs urging passage of the House Bill 568. 

Electronically posted the May Interchange of stories, photos and graphics for 
member system Kentucky Living inserts on Esource, a member only web site hosted 
by EKPC. The package included materials explaining Electrical Safety Month. 

Distributed the next estimate fiom Pricing on the upcoming Environmental 
Surcharge factor. 

Developed three new safety ads for member systems to use during May Electrical 
Safety Month and the rest of 2006. 

Distributed the February Fuel Adjustment Clause report. 

Visited Blue Grass Energy and Nolin RECC to discuss Communications services 
and assess member needs. 

Printed invitations for the opening of the Pearl Hollow Landfill1 Gas-to-Electric 
Generating Plant. 
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I 

0 

0 

Printed flyers and other materials for Jackson Energy’s annual meeting. 

Answered media calls regarding the landfill gas projects and other issues. 

Touchstone Energy Brand Management 

0 

0 

0 

0 

Participated in Member Services Cost Containment Team. 

Began work on advertising messages for the next ad flight. 

Worked on TSE L,iving direct mail piece. 

Assisted Grayson with new radio ads for local insertion. 
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elivery Unit 

MARCH 2006 

POWER DELIVERY-OPERATIONS - GEORGE CARRUBA, MANAGER 

The following information is related to system transmission outages and the Average 

Service Unavailability Index (ASUI) and how they reflect Power Delivery Unit's efforts 

towards the key measures used in the corporate scorecard for reliable energy, 

competitive energy and providing service to our member services. 

System Peak - EKPC's coincident peak in February 2006 was 2488 M M ,  occurring at 

hour 0900 on the 19th. Member system requirements for the month of February 2006 

were 1,130,941 MWh, an increase of 8.64 % above February 2005. Heating degree- 

days for February were 8 16 heating-degree-days, which is the same as a normal year. 

The average temperature was 35.9 degrees or 1.4% cooler than normal 

Outage Reports for February 2006 - EKPC Power Supply outages have accounted for 

.02 consumer hours out year-to-date. Of these, none were scheduled, and .02 were 

emergency outages. None of these were due to major storms. For the month of 

February, we experienced two emergency outages affecting three substations and two 

member systems. No scheduled outages occurred and 10 line requests were also 

completed. Emergency outage reports for the complete system are attached. 

Averape Service Unavailabilit~ Index (ASUI) - Through February 2006, our 

reliability measure, ASTJI is 4.08 minutes with no major storms. 
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EAST WENTIJCKY POWER COOPERATIVE 
POWER SUPPLIER OUTAGE REPORT 

February 2006 Page 1 of 1 

Average Hours Outage Per Consumer 

BIG SANDY 

BLUE GRASS 

CLARK 

CUMBERLAND VAL,L.EY 

FARMERS 

FL,EMING-MASON 

GRAYSON 

INTER-COUNTY 

JACKSON 

LJCKING VALL,EY 

NOLIN 

OWEN 

SALT RIVER 

SHELBY 

SOUTHKENTUCKY 

TAYL.OR COUNTY 

EKPC 

SYSTEM AVERAGE 

THIS MONTH 
EMERGENCY SCHEDULE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.03 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

TOTAL 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.03 

0.00 

0.00 

0.00 

0.00 

0.00 

YE AR-TO-DATE 
EMERGENCY SCHEDULE 

0.00 

0.00 

0.01 

0.05 

0.00 

0.00 

0.00 

0.04 

0.00 

0.01 

0.14 

0.00 

0.03 

0.00 

0.03 

0.07 

0.00 

0.02 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

TOTAL 

0.00 

0.00 

0.01 

0.05 

0.00 

0.00 

0.00 

0.04 

0.00 

0.01 

0.14 

0.00 

0.03 

0.00 

0.03 

0.07 

0.00 

0.02 

EKPC POWER STJPPIER OUTAGES have accounted for .02 consumer hours out year to date. Of these 
.OO were scheduled, .00 were due to major storms, and .02 were other emergency outages. 
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(ASUI) 

Month 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Year 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

Without With 
Major Major 

Storms Storms 
jMin.) JMin.1 Threshold Target Stretch 

0.7914 

4.0745 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.7914 

4.0745 

Q.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

2.08 

4.17 

6.25 

8.33 

10.42 

12.50 

14.58 

16.67 

18.75 

20.83 

22.92 

25 .oo 

1.58 1 .os 
3.17 2.17 

4.75 3.25 

6.33 4.33 

7.92 5.42 

9.50 6.50 

11.08 7.58 

12.67 8.67 

14.25 9.75 

15.83 10.83 

17.42 11.92 

19.00 13.00 
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Average Service Unavailability Index 
with storms excluded 

0 

20 
18 

0 
1 2 3 4 5 6 7 8 9 ' 1 0  11 12 

Months 

Average 5 e rvic e Unavailability Index 
with storms included 

1 2 3 4 5 6 7 8 9 1 0 1 1 1 2  
Months 

._ - 
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POWER DELIVERY - MAINTENANCE - Rick Drury, Manager 

The main purpose of Power Delivery maintenance is to support the EKPC mission by 
“meeting or exceeding our Member’s electric service expectations by providing safe and 
cost effective maintenance of EKPC’s Power Delivery System.” The ongoing 
maintenance activities in this process are designed and carried out with this mission in 
mind. Below is a scorecard with measures that reflect our progress in meeting this 
mission. 

Year-To- Year-To- Yearly 
Key Measures Date Results Date Goal Goal Mission 

Safety 

Accidents 

Inspections 

Electric Service 
Frequency 

Duration 

Cost Effective 
cost 

Member’s 
Expectations 

Member System 
Satisfaction 

Lost Time Accident 
Rate 

Avg. Inspection 
Rating 

MAIFI 
ASUI 

(without ma,jor storms) 

Operating Cost 
Capital Project Cost 

Member System 
Survey 

0.00’ 

100%’ 

.97” 

4.07’ 

$379,3952 
$40,3812 

N/A3 

0.56’ 3.3 

98%’ 98% 

1 .753 1.75 

3.17 19 min. 

$748,6832 $8,619,073 
$983,2682 $3,498,836 

88% 88% 

Notes: 

1. 

2. 

3 .  

Year to date results and goals through February 28, 2006. 

Year to date results and goals through January 31, 2006. 

Year to date results and goals through December 3 1,2005. 

POWER DELIVERY-EXPANSION-Mary JANE WARNER, MANAGER 

Status reports for the progress of projects “under construction” in Power Delivery- 
Expansion are included in the board book materials 

(h:march06rpt doc) 
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Power Delivery Expansion 
MARCH PROJECT SUMMARY 

2006 

L. 

a, 

U 
a, 

E 

E 

Proiects 

6:. . Project Started 
0 - 25%. 49% Complete 
0 .50% ~ 89% Complele 
o .go%- 100% Complete 

0)  

m 
c 
0 

m N 

c) 

n 

.- c 

.- 
c 
W 

a, 

m 

u 

P 

12/31/07 
12/01 107 
12/01/07 
12/31/07 
12/31 107 
12/15/06 
05/01/07 
12/01/07 
12/01 107 
12lOI/06 
12/01/06 
05/01 106 
05/01/06 
05/01/06 
05/05/06 
06/01 106 
05/01/01 
05/01/01 

I 0510110i 

-- 

.- 

S Substation Team 
L LinsTeam 

01/16/06 4 
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Power Delivery €xpansion 
MARCH PROJECT SUMMARY 

2006 

Projects 

I SUBS &TAPS CONT'D 

Tan 3 5 m i  L 
S 
L 
L 
S 
L 
S 
L 
L 
S 
L 
L 
L 
S 
S 
S 
L 

S 
S 

S 
Tan fimi L 

I-, - - ._  
GM 161 kV Trans Sub ( 4  Breakers) 
GM-Memphis Jct. - 161 kV 14.5 miles 
Hardin Co. Landfill Facilities and Tap 
Hardwicks Creek 69-12.5 kV, 5.616.44 MVA Sub 

Headquarters 69-12.47 kV, 11.2 MVA Sub 

Inez Sub (Site Acquisition Only) 

J.K. Smith-N.Clark 345kV Trans line 19 mi 
J. K. Smith 138 kV1345 DC Tie Line 
J. K. Smith CT Substation 345 kV 
J.K. Smith 138 kV - 345 kV Tie Modifications 
Keavy #2 69-12.5 kV, 11.2 MVA 
Keavy-Laurel Co. (Circuit #2), 69 kV, .40 mi. 
KU Bedford Tap L 
Laurel Co. Ind'l Park #2 Sub 11.2 MVA 
Liberty Church 11.2/14 MVA, 69-13.2 kV Sub 

Tap, 1.8mi L 

~ .-- 

Tap, 69 kV, 3 mi. 

Tap, 69 kV, .02 mi. 
Headquarters Tap (Assoc wfrransmission Stat. Portion) 

- 
Tap 69 kV - 6.0 mi. 

-. 

- 

Little Mount 161-12 5 kV Distr. Substation 

12/01/06 

1 06/01/06 I 

03/09/06 
02/23/06 

03/13/06 
03110106 

0 - Project Stailed 
0 .25%. 49% Complete 
0 50%. 89% Complele 
0 .go%- 100% Complete 

S Substation Team 
L LineTeam 
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Power Delivery Expansion 
MARCH PROJECT SUMMARY 

2006 

Projects 

SUBS & TAPS CONT'D 
Rowan Co. 138 kV Breaker Addition 
Salmons Substation 161-69 kV (Warren RECC) 
Snow Hill 69-25 kV, 11.21114 MVA Sub 

Tao .20 mr ~- -r - -  

South Point 69-12.47kV, 11.2 Sub 
Tan . -r 

Spurlock #4 
Upchurch Sub 11 2/14 MVA Sub 69.12.5 kV 

Tan 

05/02/06 
05/02/06 
12/01/06 
05/01/07 

I 11/01/06 

02/01/04 

- 
0911 1/05 02/09/06 

~ - . .I. . , S Substation Team 
L. LineTeam 

5. ~ t-'roleci bianea 
0 - 25%" 49% Complete 
0 - 50% ~ 89% Complete 
e - 90%- 100% Complete 

M 48 



Power Delivery Expansion 
MARCH PROJECT SUMMARY 

2006 

Projects 

Nohood 20.41 MVAR Cap Bank & Tap 
Shelby County 25.51 MVAR Cap Bank & Tap 
Sideview 7.14 MVAR Cap Bank & Tap 
Sinai 13.78 MVAR Cap Bank &Tap 
Tyner Increase to 26.53 MVAR Capacitor 
W. R. Srnoot 30.61 MVAR Cao Bank & TaD 

~~ 

RECONDUCTORS 
Bonnieville-Munfordville. 69kV. 8.18 mi. . .  

.- Burkesville-Snow Jct.69kV Recond, 556.6, 10.07 
Dale - Three Forks Jct. 138 kV Rebuild 4.75 mi 

'Davis Jct.- Nicholasville 69 kV(556.6 MCM ACSS) 4 Miles 
'I-ort Knox Jct. - Srnithersville Jct. 69 kV, 3.1 1 mi. 
Grants Lick-Stanlev Parker Jct.. 69kV. 9.94 mi. 

h,ieadouartaers - ~llersburo Reconductor .09 

hvner - McKee Trans. Line Rebuild 954 MCM 9.3 mi 

0 I Project Started 
0 .25%. 49% Complete 
0 .50% - 69% Complele 
e - 90%- 100% Complete 

S Substation Team 
L LineTeam 

W c 

Ei 
C 
0 

m N 

.- c. 

.- : 
C 
W 
W 
c. 

m 

11/30/07 
05/02/07 
05/01/07 
12/01 /05 
05/01/06 
12/02/07 
12/01/07 

-1 

=. 
u 2 
0 

C 
0 

m 

3. 
.- +. 
.- : 
C 
W 
L e 
h 
U m 
8 

06/21/02 
07/31/04 

12/01/03 

07116105 

1 

4 
=I 
0 

C 
0 

u 

5 
.- c 
.- fl 
a, 
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roduction 

MARCH 2006 

EnRineerjng 

Engineering is supporting the Smith Unit No. 1 and Spurlock Unit No. 4. 

Engineering is also supporting the scrubbers at Spurlock Power Station. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

Environmental 

A public hearing was held on the Spurlock Power Station Unit No. 4 Air Quality Permit. 
Following consideration of comments, the final permit to construct will be issued. 

Witness preparation has continued for the NSR L,awsuit currently scheduled for May 23, 
2006. Additional time will be scheduled for this effort. 

A number of meetings have been held with the Division for Air Quality on both the Draft 
Permit on Spurlock Power Station Unit No. 4 and the soon to be submitted Smith 
application. A meeting with the Federal Land Manager has been scheduled for April 7th 
for the Smith Power Station Permit. 

A discussion was held with the Division for Air Quality for a test burn of wood at Cooper 
Power Station. An approval request will be submitted for that test bum. 

The Division for Air Quality has requested mercury emission data for all power plants in 
the state. They are required by EPA to develop a new regulatory program by November of 
this year. 

These activities support all three of our corporate key measures-reliable energy, 
competitive energy, and services. 

- Fuel 

EKPC's coal inventory at the end of March 2006 will be approximately 59 days. The 
inventory is projected to be at approximately this same level at the end of April. 

Fuel personnel have continued their increased contact with EKPC coal suppliers to ensure 
that deliveries remain as current as possible. Deliveries to Gilbert, where possible, have 
been delayed due to the high inventory. 
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Production Monthly Report 
Page 2 
March 2006 

Fuel (Continues) 

Fuel personnel continue to provide assistance to Production personnel in regards to future 
fuel sources for Gilbert Unit 3, Spurlock Unit No. 4, Smith Unit No. 1 , and future 
combus tion turbines. 

Replacement contracts have been negotiated at prices less than the Charolais contract for 
the Gilbert unit at Spurlock Power Station. The Charolais contract has been mutually 
cancelled through the contract market price re-opener. 

Approximately 15,000 gallons of No. 2 fuel oil were purchased for Dale Power Station 
and 15,000 gallons for Cooper Power Station. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

Production 

Dale Power Station 

Dale Power Station has generated a total of 204,76 1 net MWh through February 28,2006. 
Unit No. 1 was on-line and fully available until a scheduled outage on March 4'h due to 
spring outage. The unit was back on-line March 19th and remained on-line until March 
20th. At this time the unit was forced off-line due to a water wall tube leak. The repair 
was made, and the unit was put back on-line March 21". On March 24Ih the unit was 
scheduled off-line to take fine mesh screen out of main stop valve on the turbine. The unit 
was back on-line March 25'h and fully available the remainder of the month. Unit No. 2 
was on-line and fully available until a scheduled outage on March gth due to spring outage. 
The unit was back on-line March 21" and fully available the remainder of the month. Unit 
No. 3 was on-line and fully available for the month. Unit No. 4 was on-line and fully 
available until March 17th. The unit was forced off-line due to a 138 kV bus differential; a 
KU bucket truck hit a transmission line. The 138 kV switchyard was put back in-service 
and back on-line the same day and fully available the remainder of the month. 

Dale's employees performed semi-annual preventive maintenance on Unit No. 1 and Unit 
No. 2 boiler and turbine equipment. TJnit No. 2B mill was rebuilt and installed new 
treated water headers and lines for Unit No. 1 and Unit No. 2. 
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Production Monthly Report 
Page 3 
March 2006 

Dale Power Station (Continues1 

Performance Contracting was on-site for Unit No. 1 and Unit No. 2 outages with VAC 
truck to clean penthouse, ductwork, and windbox. Enerfab replaced 7 1 sections of rear 
water wall tubes. RTW Industrial was on-site repairing refractory on Unit No. 1 water 
wall tubes. B&W was also on-site for boiler inspection. Steve Hays of Factory Mutual 
was on-site to inspect Unit No. 1 and Unit No. 2. 

Other routine preventive maintenance was also performed plant-wide by Dale Power 
Station’s personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

J.K. Smith Power Station 

The combustion turbines have generated a total of 10,846 net MWh through February 28, 
2006. All units were available for the entire month. 

Preparation and planning is ongoing for Smith Unit No. 1 CFB and combustion turbines 
eight through twelve. 

Work is ongoing for the Technician Training Program at J.K. Smith Power Station. 
Internal preventive maintenance is ongoing at J.K. Smith. 

Other routine preventive maintenance was performed plant-wide by J.K. Smith Power 
Station’s personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 
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Cooper Power Station 

Cooper Power Station has generated 365,072 net MWh through February 28,2006. TJnit 
No. 1 was on-line and fully available until a scheduled outage March loth for spring 
outage. The unit was back on-line March 22nd and fully available the remainder of the 
month. The unit was back on-line 2 % days early. Unit No. 2 was on-line until a forced 
outage on March 3'd. The control system cards were replaced, and the unit was back on- 
line tlie same day. The unit was scheduled off-line on March 2Sth and back on-line on 
March 26th to clean the condenser. The unit was scheduled off-line again on March 26th to 
check tlie control cards. The unit was back on-line the same day. Also, on March 26th the 
unit was off-line for more turbine control card checks. The unit was on-line and fully 
available the remainder of the month. 

Cooper Power Station's maintenance personnel performed normal preventive maintenance 
tasks during the month. Some of the tasks that were completed were ball and spring 
checked on Unit No. 1 and Unit No. 2 pulverizers, shot tubes on Unit No. 1 and Unit No. 2 
condensers, changed oil and greased various pieces of equipment, meggered Unit No. 1 
motors, and inspected coal feeders. 

B&W Construction replaced leading edge tubes on Unit No. 1 boiler. Hall Contracting 
replaced Unit No. 1 hydrogen cooling water supply and discharge lines. Magnetech, Inc., 
did vibration analysis on critical equipment. 

Other routine preventive maintenance was performed plant-wide by Cooper Power 
Station's personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

Spurlock Power Station 

Spurlock Power Station has generated a net equivalent of 1,344,232 MW1? through 
February 28,2006. TJnit No. 1 was on-line and fully available for the month of March. 
Unit No. 2 was on-line and fully available until March 27th. The unit was scheduled off- 
line for annual outage for boiler inspection and minor repairs. Unit No. 3 was on-line and 
fully available until March 24th when the unit had to be derated due to a bad servo closing 
the No. 1 control valve. The derate remained in effect for approximately 60 hours and 
ended at noon on March 26'h when the unit was taken off-line to replace the servo. The 
unit was back online on March 28'h and fully available the remainder of the month. 
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Spurlock Power Station (Continues) 

TJnit No. 3 has been burning the Tire Derived Fuel since March Gth. 

Other routine preventive maintenance was performed plant-wide by Spurlock Power 
Station’s personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 
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Transmission Planning 

Summary of Future Transmission Proiects Identified as of May 2006 
Transmission planning has presently identified the following transmission expansion 
requirements for the ten-year planning horizon (2006 through 201 5): 

266 miles of new transmission line construction, including 55 miles of new 345 
kV line required to relieve existing transmission constraints and to deliver future 
EKPC generation to native load 
17 new transmission switching substations, including three new 345 kV 
switching substations required to relieve existing transmission constraints and to 
deliver future EKPC generation to native load 
201 miles of re-conductor or rebuild of existing transmission line 
26 new breaker additions at existing transmission substations 
Replacement of four existing transmission transformers 
3 1 new 69 kV capacitor banks totaling 469 Mvars 
197 miles of transmission line requiring high-temperature upgrades 
3 1 new distribution substations 
3 upgrades of existing distribution transformers 

All of the above numbers include the new 161 kV lines and substations required for 
Warren RECC’s membership in EKPC. 
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Resource Planning 

The following graphs show the projected winter peak load and capacity resources broken down 
by baseload and other resources. Capacity resources include existing and committed resources 
as noted following the graphs. The peak loads shown do not include reserves. The winter graph 
shows the impact of delays in adding new capacity. EKPC will need to make seasonal 
purchases of transmission and/or power to cover the peak load and reserves. Summer seasonal 
purchases should not be necessary except in 2008, although it may be economical to purchase 
transmission to bring in economy power. 
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INA ANNING I 
NOTES: 
Gallatin Steel interruptible load is excluded, along with small interruptible loads. 
Includes Greenup Hydro generation purchase through Dec 2006. 
Pendleton Co. LFGTE assumed to be on-line January 2007. 
Smith CTs 8-1 1 assumed to be on-line by Summer 2008. 
Smith CT 12 assumed to be on-line by Fall 2008. 
Warren RECC load data included April 2008. 
Spurlock 4 unit assumed to be on-line Spring 2009. 
Smith CFB 1 assumed to be on-line Spring 2010. 
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Finance & Risk Management Process - Frank Oliva, Manager 

Treasury Management 

o Cash Management 

EKPC continues to investigate the best possible options of investing excess 
funds to enhance yield and project daily corporate cash needs. On April 28, 
EKPC had $68,128,000 of temporary, short-term investments in general funds. 
Interest rates on investments ranged from 4.56% to 4.76%. $2,817,432 (book 
value) is invested in long-term treasury and government agency securities, 
primarily pledged as security for insurance and post-retirement liabilities. This 
action supports EKPC’s Mission to provide competitive energy to the member 
systems. 

e Construction Funds 

On April 1 1 , EKPC requested advances a total of $25,000,000 on the 2-8 FFB 
Guaranteed Loan for the construction of Gilbert Unit #3 and its associated 
transmission facilities; of which $15,000,000 is to be received on May 3, and 
$10,000,000 is to be received on May 9. 

The interest rates on our floatingfixed rate pollution bonds through April 30 
were: 

Cooper - 6 Month fixed rate - 3.42% 
Smith - 6 Month fixed rate - 3.68% 
Spurlock - weekly floating rate ranged from 3.15% to 3.97% 

The EKPC Residential Marketing L,oan Program has been utilized by seven 
member systems for the purpose of making loans to member-consumers. EKPC 
will make loan funds available to each of its member systems that desire such 
funds. As of April 30,6 of the 71 loans remain outstanding with balances 
totaling $77,373. 

To intensify marketplace opportunities in the area of propane, EKPC has entered 
into Revolving Line of Credit Agreements with four member systems. As of 
April 30, EKPC has purchased $1,566,000 in capital stock and has loaned $0 on 
the line of credit. In addition, EKPC had loaned $3,798,498 to the four 
subsidiary corporations for the purchase of Thermogas’ 50% interest in the retail 
propane joint ventures. The outstanding balance as of April 30 was $3,605,246. 

As of April 30, $664,045 plus interest remains outstanding to promote industrial 
development in the certified territory of four member systems through 
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an Industrial Development Pilot Project. These actions support EKPC’s Mission 
to provide competitive energy to the member systems. 

0 Finance 

The Finance Process continues to monitor and maintain current financial 
information. In April, the CFC interest rate for lines of credit was 6.75% and the 
CFC variable, long-term rate was 6.90%. FFB interest rates on April 30 were 
4.84% and 5.19% for two-year loans and thirty-year loans, respectively. The 
prime commercial rate remained at 7.75%. The interest rate on April 28 for the 
CFC thirty-year long-term fixed rate loan was 7.60%. As of April 28, the 
interest rates on EKPC’s Revolving Credit Facility ranged from 5.87% to 6.05%. 
This action supports EKPC’s Mission to provide competitive energy to the 
member systems. 

Budget & Financial Planning 

Budget 

Prepared actual-to-budget comparison reports for February 2006 for all 
departments and business units. Final reports for December 2005 were 
completed after year-end closing. 

Continued monthly analysis of he], purchased power, emission allowances and 
environmental surcharge revenue used in the evaluation of the 2006 projected 
margin. 

Provided historical, current, and projected volume and cost of coal, oil, gas, 
methane gas, emission allowances, and purchased power for the Business 
Management Plan. This information will be used in comparison of historical and 
projected trends of these large expenses for the cooperative. 

The Budget Team provided various analyses of actual and budget data for the 
cost containment review of the Member Services business unit. These actions 
support EKPC’s Mission to provide competitive energy to member systems. 

0 Financial Planning 

Participated in the decision team’s study of emissions compliance options for 
Cooper Station. Preliminary economic analysis continued on these various 
options. This action supports EKPC’s mission to provide competitive energy to 
the member systems. 
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Risk Management 

e Insurance - A current insurance schedule is included with this report. 

Property Insurance - 

Builder’s Risk Coverage -Work continues on obtaining Builder’s Risk 
insurance coverage for the additional CTs and Smith # l .  

Employment Practices - Personnel continue to work with Legal staff on specific 
employment practice suits. 

0 Member Systems Claims for Transmission System Disturbance - Three claims 
for South Kentucky RECC were paid. 

0 Energy Risk Management 

Energy Risk Management P m  - The final drafts of the Energy Risk 
Management policy and procedures are being reviewed and will soon go to the 
Audit Committee, serving as the Risk Oversight Committee, for review. The 
policy is to document EKPC’s policies on managing the risk inherent in its 
wholesale energy business. 

EKPC Power Purchase Aneements and Credit Management - EWC’s credit is 
being reviewed and negotiated for purchases of power, transmission, Financial 
Trading Rights (FTR’s) emission allowances and coal. Risk Management 
personnel continue to obtain, monitor and manage the credit support provided by 
trading counterparties, in the form of parental guarantees and payment netting 
provisions. Agreements are being negotiated with several counterparties. 

MIS0 and PJM - Risk personnel continue to keep abreast of the evolving 
market. 

Emergency Restoration Plan (ERP) - Distribution in process. 
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E.A. Gilbert Generation Project Costs thru 3/31/2006 

Contract # Contract 
Number Purpose -- Contractor 

El 
E6 
E8 
El 1 

El 6 
El 7 
E21 
E36 
E101 
E103 
E131 
E146 

E20 1 
E21 1 
E221 
E222 

E251 
E261 
E281 
E332 

TurhindGenerator 
Feedwater Heaters 
Deaerator 
Condenser 

Circ. Water Pumps 
Candensate Purqs 
Boiler Feed Pumps 
Distributed Cantrol System (DCS) 

Alloy Piping 
Radial StarAerlReclaimer 
Transformers 
Switchgear 

Boiler Island 
CoalRimestone Handling 
Stack 
Cooling Tower 

Piling 
Substructure 

GE 
Yuba Heat 
E d y n e  
El 

Goulds'lll 
Rowserve 
Rowserve 
ABB 
Bendtec 
Metso Minerals 
WaukedPSD 
Pederson 

Alstom Power 
Sedgmn 
Pullman Power 
Marley Cooling 

Richard Goettle 
Baker 

Actual 
Original Cfintract Award Gontr.AwardAmnd (thru 3/31/06) Qver/(Under) 
Design t Amendment Over/(Under) Actual Recorded Contr. Amended 

$ 32,223,000 $ 32,586,200.00 $ 363,200.00 $ 32,602,490 $ 16,289.95 

- costs - Costs Desiun Costs Expenditures - costs 

1,436,000 728,185 (707,815) 737,889 9,704 

I ,620,000 1,560,662 (59,338) 1,560,662 
225,000 192,500 (32,500) 192,500 

796,000 61 1,700 (184,300) 61 1,700 
260,000 232,610 (27,390) 236,056 3,446 

1,260,000 1,735,539 475,539 1,708,081 (27,458) 
2,000,000 4,345,000 2,345,000 2,982,448 (1,362,552) 

1,951,529 1,951,529 1,951,529 
1,815,500 1,815,500 1,956,671 141,171 

2,825,000 3,576,441 751,441 3,567,561 (8,880) 
780,000 3,783,855 3,003,855 3,783,855 0 

126,900,000 146,725,985 19,825,985 149,038,624 2,3 12,639 
2,050,000 15,667,473 13,617,473 16,092,380 424,907 
4,950,000 4,604,000 (346,000) 4,604,000 
1,90,000 2,382,600 482,600 2,383,549 949 

9,609,000 5,071,757 (4,528,243) 5,127,161 5,404 
9,650,846 9,650,846 15,360,294 5,709,448 

Balance of Plant (+Mix. Pumps) Cheme Contracting 76,001,000 82,105,100 6,104,100 83,288,178 1,183,078 
Painting Universal 2,631,846 2,631,846 2,631,846 0 

Subtotal $264,826,000 321,959,328 57,133,320 330,417,473 8,458,145 

Escalation of Contracts $ 4,490,000 (4,490,000) 

Boiler Contingency 13,000,000 (33,000,000) 
Cdntingency 9,880,000 (9,880,000) 

Subtotal $ 27,370,000 (27,370,000) 

Total Contracts $292,196,000 321,959?328 29?763,328 330,417,473 8,458,145 

Other Costs 
Engineering Design Stanley $ 10,640,000 1 1,720,000 1,080,000 13,274,736 1,554,736 
Owners Cost EKPC 19,500,000 19,500,000 20,801,890 1,301,890 
Spare Parts EKPC 3,000,000 3,000,000 138,235 (2,861,765) 
Site Prep EKPC 500,000 500,000 3,386,927 2,886,927 
Environmental Costs EKPC 1,275,000 1,275,000 554,725 (720,275) 

Total Oiher $ 34,915,000 35,995,000 1,080,000 38,156,514 2,161,514 

Total Contracts t Other $327,111,000 357,954,328 30,843,328 368,573,987 10,619,659 

IDC 40,500,000 40,500,000 30,582,152 (9,917,@4 

Fuel Credit during Commissioning (1,979,134) (1,979,134) 

PmjectTolal $367 
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Spurlock #4 Generation Project Costs thru 3/31/2006 

Gonlracl # Conlrad 
- Number 

F1 
F6 
F8 
F11 

F16 
F17 
F21 
F36 

F46 
F71 
FlOl 
F103 

Ft31A 
F131B 
F146 
F201 
F204 

F211 
F221 
F222 
F251 

F261 
F271 
F263 
F264 

F281 
F281 
F281 
F332 

P- Contraclor 

TURBINE GENERATOR GE 
FEEDWATER HEATERS Yuba 
DEAERATOR Ecodyne 
CONDENSER TEI 

CIRCULATING WATER PUMPS ITT Induslries 
CONDENSATE PUMPS flowserve 
BOILER FEED PUMPS Flowserve 
DISTRIBUTED CONTROL SYSTEM 

FANS & MOTORS Howden 
ASH HANDLING EQ ONLY 
ALLOY PIPING AND ALLOY SUPPOF BendTec 
RADIAL STACKEWRECUIMER 

TRANSFORMERS - Large Pauwels 
TRANSFORMERS - Medium Waukesha 
SWITCHGEAR Pederson Power 
BOILER ISLAND Alslom Power 
EMISSIONS MONITORING 

COAULIMESTONE HANDLING DeartKlm Mid-West 
STACK I CHIMNEY Pullman Power 
COQLING TOWER Marley Cooling Twr 
PILING Richard Gcellle 

SIJESTRUCTIJRE Baker Concrele 
STRUCTURAL STEEL 
ClRCtJLATlNG WATER PIPE Reynolds 
ASH SILOS 

BALANCE OF PLANT Cherne 
RJRBlNE CRANE 
AUXILIARY GEN & BUILDING (2000 KW)" 
PAINTING 

Aclual 
Original Contrad Award Conlr.AwarUAmend (lhru 3131106) Over/(Under) 
Design t Amendmenl Over/(Under) Actual Recorded Contr Amended 
- Cosls - costs Desian Costs Emendilures - Costs 

$ 32,395,000 $ 32,895,00000 $ 500,00000 $ 14,831,024.40 $ (18,063,97560) 
756,000 
200,000 

1,600,000 

630,000 
245,000 

4,000,000 

2,668,000 
1,500,000 
2,450,000 

1 ,n4,ooo 

4,625,000 

4,273,000 
180,500,000 

300.000 

8,650,000 
5,700,000 
2,454,000 
5,650,000 

12,900,000 

6,000,000 

72,000,000 

2,500,000 

1,207,124 
303,094 

2,858,510 

694,200 
323,505 

2,375,nz 

2,718,458 

3,922,297 

3,100,552 
1,354,700 
3,914,646 

194,500,000 

451,124 
103,094 

1,258,510 

64,200 
78,505 
601,nz 

(4,000,000) 

50,458 
(1,500,000) 
1,472,297 

(1,524,448) 
1,354,700 
(358,354) 

14,000,000 
(300,000) 

1,118,645 
280,040 

2,144,100 

69,420 
169,175 
232,740 

263,470 

1,101,112 
66,68 2,34 5 

12,078,400 3,428,400 
5,851,000 151,000 78,000 
3,025,100 571,100 302,510 
6,560,145 910,145 5,868,719 

17,178,476 4,278,476 2,839,687 

10,385,620 4,385,620 2,480,441 

99,574,708 27,574,708 8M),000 

(88,479) 
(23,054) 

(714,410) 

(624,780) 
(154,331) 

(2,143,033) 

(2,454,988) 

(3,922,297) 

(3,100,552) 
(1,354,700) 
(2,813,534) 

(127,817,655) 

(12,078,400) 

(2,722,590) 
(691,426) 

(5,773,000) 

(14,338,789) 

(7,905,179) 

(98,774,7@3) 

99,261,427 (305,559,879) Sublolal $ 353,770,000 404,821,306 51,051,306 

STEEL CONTINGENCY $ 10,000,000 (10,000,000) 
F201 BOILER CONTINGENCY 9,025,000 (9,025,000) 
F281 BOP CONTINGENCY 7,200,000 (7,200,000) 
CONTINGENCY (EXCL F1 ,F201 ,F281) 

Subtolal $ 33,112,500 (26,225,000) 

6,887,500 

Total Contracts $ 386,882,500 404,821,306 24,826,306 99,261,427 (305,559,879) 

Olher Cosls 
Engineering Design Stanley $ 16,270,000 16,200,003 (70,000) 5,938,354 (10,261,646) 
Owners Cost EKPC 20,000,000 20,000,000 3,835,411 (16,164,589) 
Spare Parls EKPC 
Site Prep EKPC 1,332,342 1,332,342 
Environmenlal Cmls EKPC 

Tolal Olher $ 36,270,000 36,200,000 (70,000) 11,106,107 (25,093,893) 

Total Contracts +Other $ 423,152,500 441,021,306 24,756,306 i io ,w,534 (33o, i j~ ,n21 

lnteresl During Conslruclion IDC 46,546,775 4ii,546,n5 2,387,655 (44,159,120) 

Fuel Credil during Cmrrissioning (1,979,134) 

Project Total 
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Accounting and Materials Management Process - Ann Wood, Manager 

General Accounting 

Accounts payable wrote 1,044 checks in April 2006 totaling approximately 
$35,179,000. The FERC Form 1 was submitted to the Kentucky Public Service 
Commission. 

East Kentucky Power Cooperative 
Fuel Adjustment Comparison with Kentucky Utilities 

As of March 31,2006 
t 

EKPC EKPC Debiff KU KU Debiff ' 
Expense Base Actual Credit Base Actual Credit 
Month Rate Fuel Rate Fuel 

Rate Rate 
$Imwh $Imwh $Imwh $Imwh $Imwh $Imwh 

Oct-04 15.60 20.18 4.58 14.94 18.01 3.07 
Nov-04 15.60 22.56 6.96 14.94 17.05 2.1 1 
Dec-04 15.60 26.85 11.25 14.94 17.73 2.79 
Jan-05 15.60 28.28 12.68 14.94 18.14 3.20 
Feb-05 15.60 23.39 7.79 14.94 18.46 3.52 
Mar-05 15.60 23.23 7.63 14.94 17.61 2.67 
Apr-05 15.60 23.06 7.46 14.94 20.06 5.1 2 
May-05 20.25 21.90 1.65 18.1 0 19.28 1.18 
Jun-05 20.25 25.16 4.91 14.94 24.1 2 9.18 
Jul-05 20.25 25.69 5.44 18.10 24.81 6.71 
Aug-05 20.25 31.34 1 j.09 18.1 0 25.70 7.60 
Sep-05 20.25 29.12 8.87 18.10 24.80 6.70 
Oct-05 20.25 28.34 8.09 18.10 23.89 5.79 
NOV-05 20.25 26.97 6.72 18.10 20.41 2.31 
Dec-05 20.25 33.34 13.09 18.1 0 20.73 2.63 
Jan-06 20.25 27.81 7.56 18.10 20.13 2.03 
Feb-06 20.25 27.13 6.88 18.1 0 22.50 4.40 
Mar-06 20.25 26.38 6.1 3 18.1 0 25.30 7.20 
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Crowe Chizek Audit 

Crowe Chizek reviewed the results of the audit at the April 2006 Audit Committee 
meeting. The 2005 audit is now final. 

Materials Management 

The Winchester Warehouse inventQry increased during March by $155,8 10, with 
an ending balance of $12,178,349. Stock-related material handled during the 
month totaled $994,804, and included material for sixteen (1 6) Power Delivery 
Expansion projects, and credits for nine (9) projects. 8,546 gallons of fuel were 
pumped at the facility during February. 7,940 gallons of unleaded were purchased 
for $2.48/gallon; no diesel was purchased during the month. 

Payroll 

This team is in the process of adding several new departments to the Peoplesoft 
Time and Labor self-service module. Testing was completed on a time and labor 
update. This has been moved to the production environment. We are currently 
testing more time and labor bundles and a Tax Update. 

Plant Accounting 

Assets - Gannett-Fleming completed their site visit and are in the process of 
finalizing their report for the depreciation study. 

Pricing Process Bill Bosta, Manager 

EKPC/LG&E Transmission and Interconnection Am-eement Dispute 

The parties filed Reply Briefs on Exception on January 3,2006, and the case is 
ripe for decision. While the FERC is required to rule on Judge Grossman’s 
decision, the Commissioners are under no time deadline to rule on the case and the 
rates being billed by L,G&E to EKPC remain subject to rehnd. Based on the 
Commission’s rulings thus far, EKPC will experience a 15% increase (about 
$300,000 annually) in costs compared to the 43% increase (about $860,000 
annually) originally proposed and billed by LG&E. Based on the billing from 
LG&E since November 2002, EKPC estimates that LG&E will be forced to refund 
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over $1.4 million to EKPC. The $3.5 million refund advocated by the FERC Trial 
Staff due to pancaked rates is in addition to the $1.4 million noted above. 

As a part of the LG&E request to exit MISO at the FERC, EKPC was able to 
negotiate a provision that allows LG&E to reimburse EKPC for the pancaked rates 
issue beginning December 1. To date, EKPC has received a credit of about 
$69,000 for December, $120,000 for January, and $93,000 for February, or about 
$282,000. 

This project will enable EKPC to continue to strive to provide reliable service at a 
competitive price. 

Environmental Surcharge hplementationlEmission Allowance Strategy & Six- 
Month Review Case No. 2006-001 3 1 

On April 20, EKPC submitted its tenth monthly report to the Commission for the 
Environmental Surcharge factor. EKPC filed a factor of 9.08% to be applied to 
service rendered in April 2006 and billed in May. EKPC also filed environmental 
surcharge factors on behalf of each of the sixteen member systems, ranging from 
5.98% to 7.64%. On April 25, the Commission issued data requests to EKPC and 
its Member Systems for the first six-month review case. EKPC must file 
responses to the data requests as well as testimony in the case by May 17. This 
project helps EKPC maintain financial stability while meeting all regulatory 
compliance issues. 
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East Kentucky Power Cooperative, Inc. 
Estimated Monthly Environmental Surcharge Factors 

April 2006 through December 2007 

EKPC 
Expense 
Month 

(1) 

April-06 
May-06 

June-06 
hly-06 

August-06 
Septem ber-06 

October-06 
November-06 
December-06 

January-07 
February47 

March-07 
April-07 
May-07 

June-07 
July-07 

August-0’7 
September-07 

October-07 
November-07 
Decem ber-07 

12-month 
Rolling AVG 

Revenue 

$50,142,559 
$50,710,306 
$50,937,243 
$51,218,272 
$51,540,943 

$51,531,937 
$52,077,195 
$52,176,328 
$52,668,654 

$53,672,918 
$53,744,751 
$54,540,102 
$55,403,696 
$55,573,404 
$55,625,581 
$55,691,712 
$55,771,880 
$55,435,952 

(2) 

$51,4aa,609 

$ 5 3 ~  72,568 

$55,4 I 8,583 

Estimated 
Net Revenue 
Requirement 

$4,452,62 1 
$5,548,977 
$6,156,468 
$6,966,437 
$6,869,778 

$5,086,919 
$5,392,019 
$6,234,189 
$7,547,839 

$6,933,628 
$5,569,230 
$6,073,659 
$7,527,542 

$7,904,831 
$7,205,677 
$6,110,735 
$6,265,270 
$7,265,036 

(3) 

$6,054,658 

$6,933,873 

$8,007,928 

Est. Monthly 
Environmental 

Surcharge 
Factor 

8.37% 
10.43% 
I 1  58% 
13.09% 
12.82% 
11.25% 
9.36% 
9.84% 
11.44% 
13.82% 
12.53% 
12.41% 

10.63% 
13.08% 
13.90% 
13.70% 
12.43% 

10.79% 
12.60% 

(4) 

9.85% 

10.45% 

Current SO2 price was $725 per allowance as of April 27, 2006. 

Current NOx price was $2,350 per allowance as of April 27,2006. 

Gallatin Settlement 

As a result of extensive discussions among the parties as to the appropriate level of 
NO, and SO2 costs billed under the prior contract, a settlement was reached with 
Gallatin Steel in mid-April. The settlement closes all issues related to the 
operation of the prior contract and the effect of the settlement on Gallatin’s bill 
will be deferred until 2007. This project helps EKPC meet its goal of providing 
reliable service while maintaining financial stability. 
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Direct Load Control DSM Filing 

On April 18, the Cornmission approved EKPC’s request for approval of a Demand 
Side Management (DSM) demonstration project. The project consists of the 
Direct L,oad Control of Air Conditioners and Water Heaters. As a result of the 
Order, EKPC will conduct the demonstration project beginning in June 2006 
through the end of September 2007. A total of 400 load control switches for Air 
Conditioning units will be installed in residences at Blue Grass Energy and 400 
Water Heater switches will be installed in residences at Blue Grass as well. An 
additional 300 Water Heater switches will be installed in residences at Big Sandy 
RECC. It is anticipated that the project will help EKPC learn whether Direct Load 
Control is an effective tool in reducing the growth in peak demand. This project 
helps EKPC meet its goal of providing reliable service while maintaining financial 
stability. 

. 

Case 2005-00045 Consideration of 2005 Energy Policy Act 

On April 13, EKPC and its Member Systems filed responses to the Commission 
Staffs Second Data Request and the initial data request from the Louisville Metro 
Human Needs Alliance. The next step in the process is an informal conference 
among all respondents to the data requests and interested parties to be held on 
Wednesday, May 10 at the Commission. This project helps EKPC meet its goal of 
providing excellent service to Member Systems while maintaining regulatory 
compliance. 

Internal Audit & Performance Measures - Graham Johns, Coordinator 

Internal Auditing for Member Systems 

Inter-County Energy Cooperative-Completed an audit of right-of-way 
maintenance and delivered the report to management. 

0 Clark Energy Cooperative-Completed the fieldwork on an audit of 
purchasing and the report is being wntten. 

0 Jackson Energy Cooperative-Will begin an audit of contracts in May. 

Zodiak Training (The Game of Business Finance and Strategy) 

Co-facilitated a session at Nolin RECC on April 12. 
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EKE Federal Credit U g h  

The Supervisory Committee evaluated proposals for the annual audit and 
recommended a firm to the Board of Directors. 

Credit Union Process - Brian Tyler, Process Owner 

March 2006 Financial Report 

Loans 
Investments 
Total Assets 

Liabilities 
Deposits 
Equity 

Interest on Loans 
Investment Income 
Total Income 
Total Expenses 

Retained Earnings 
YTD Retained Earnings 

Credit Union Survey 

13,427,477.89 
3,245,178.49 

17,557,385.77 

2,047,317.74 
13,256,991 . I O  
2,253,076.73 

64,161.74 
20,7'74.56 
85,839.96 
77,617.23 

8,222.73 
28,060.22 

The Credit TJnion will be conducting a survey of the members to determine what products 
and services to offer in the future. Once the results are compiled, the Credit Union Board 
of Directors will use this information to determine the path of the Credit IJnion in the 
future. 

Brian Tyler re-elected to position 

Brian Tyler, the manager of the East Kentucky Employees Federal Credit Union, has been 
re-elected as the president of the Blue Grass Credit Union Chapter. Brian held this 
position for the past year. 

dgeldd 
c: Directors & Alternate Directors 

Executive Staff 
Finance Staff 
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over tal Affairs I 
APRIL 2006 

Mission Statement: 

The purpose of Governmental Affairs is to support EKPC in providing reliable, 
competitively priced electricity and the member systems in improving Kentuckians 
quality of life by: 

+ Developing and implementing legislative and public affairs strategies. 
+ Promoting the Cooperative program by educating elected officials and staff at all 

levels of government. 
+ Establishing and maintaining working relationships with other organizations, 

interests and communities. 

Attached is the latest issues of Currents, which highlights all activities during April. 
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2006 SESSION: CO-OP 
CAVALRY RIDES AGAIN 

In one of the electric industry’s 
toughest legislative sessions ever, 
Kentucky’s cooperatives once 
again came out on top. 

In even-numbered years, the 
“regular” 60-day sessions pack 
plenty of punch. Elections and 
budget matters add to the fun. 

But longtime observers agreed 
that this year’s session featured 
more five-star issues for co-ops 
than ever before. 

And, as predicted, the deciding 
factor in many of these issues was 
the co-op grassroots strength and 
support. 

K.entucky’s co-ops: 

0 Passed a landmark bill that 
will provide opportunities to 
serve rural Kentucky with 
vital non-electric services 

0 Secured key legislation to 
allow Big Rivers Electric 
Corp. to undo its contract 
with KU-LG&E-E.ON 1J.S. 

e Allied with investor-owned 
utilities against a municipal 
effort to expand their 
unregulated power & reach 

e Finalized new regulations to 
exempt utility vehicles from 
hours of service standards 

0 Fought back attempts to 
weaken a utility’s power of 
eminent domain, and 

0 Battled further restrictions on 
siting new transmission lines 
and facilities. 

The session marked the first time 
in decades that co-ops sounded a 
large call to action - and the co- 
op cavalry answered in 
unprecedented fashion. 

Throughout the session, co-op 
supporters flooded phone lines 
and e-mails with hundreds of 
messages for lawmakers. 

Several managers and directors 
journeyed to Frankfort to meet 
their local legislators and attend 
key committee meetings. 

Co-op lobbyists developed a 
unified strategy, educated wary 
legislators and implemented a 
complex battle plan against a host 
of well-funded opponents. 

Ron Sheets of KAEC called it a 
“highly successful, if not historic” 
session for co-ops that will be 
remembered for years. 

Roy Palk, president & CEO of 
EKPC, said: “The entire co-op 
program should be proud of the 
tremendous grassroots effort that 
went into this session. 

“Our people are our strength, and 
that was proven again this year. 
Congratulations to everyone 
involved.” 

GOVERNOR SIGNS 
CO-OP SERVICES RILL 

On April 10, Gov. Ernie Fletcher 
held a ceremonial signing of 
House Bill 568, the co-op 
services bill, in his office. 

Lobbyists, legislators and special 
guests gathered to mark the 
occasion. 

HB 568 reverses a Supreme Court 
ruling and allows co-ops to 
continue to offer nan-electric 
services. It officially becomes law 
on July 12. 

Co-op leaders have called it one 

Rep. Rob Wilkey,-D-Scottsville, 
HB 568 also had one of the 
toughest roads to passage. 

The Kentuckv Retail Federation, 
a powerful trade association that 
also represents the Kentucky 
Propane Gas Association, began 
lobbying against the issue even 
before the bill was introduced on 
Feb. 13. 



Opponents gained the upper hand 
early by exaggerating the co-ops’ 
purpose in proposing the bill, 
saying co-ops planned to open 
grocery stores, car dealerships 
and even “Kentucky Rural Fried 
Chicken.” 

It quickly became clear to co-op 
lobbyists that a compromise was 
necessary if the bill was to 
survive. The compromise: 

J Requires co-ops to establish 
affiliates to conduct non- 
electric services 

J Removes the co-op 
exemption from the Code of 
Conduct, and 

J Requires co-ops to report 
non-regulated activities each 
year to their members and the 
PSC. 

The deal also satisfied concerns 
from the state Chamber of 
Commerce, bankers, cable and 
telecommunications industries 
and consumer advocates. 

Still, several individual propane 
dealers - along with the W A C  
industry - remained opposed to 
the bill and tried to defeat it. 

Six propane gas companies - 
including three of the biggest in 
the country - spent thousands on 
lobbyists in the waning days of 
the session. 

The co-op compromise held 
tough, however, and HB 568 
passed both chambers in less 
tlian two weeks witli oidv four 
“iio ” votes. 

568 INTERACTIVE 

Click @ for the bill’s history in 
the Legislative Record. 

Click @ to read the full text of 
the compromise version. 

Click here for a roll call list of 
votes by the House and Senate. 

Click here to read a Lexington 
Herald-Leader political column 
on the bill. 

Click to read a Herald- 
Leader editorial about the bill. 

FLETCHER KEEPS 
TRAPP ROAD FUNDS 

Gov. Fletcher vetoed $370 
million in projects from the 
state’s $18 billion budget this 
week. 

But he kept more than $15 
million in place for much-needed 
improvements to Ky. 89 in Clark 
County, the winding, two-lane 

road leading to the J.K. Smith 
Station. 

EKPC lobbyists supported local 
efforts in Frankfort to obtain - 
and maintain -the critical 
funding. 

Special thanks to Rep. Don 
Pasley, Sen. R.J. Palmer and 
Clark County Judge-Executive 
John Myers for their hard work in 
securing the funds. 

EKPC has applied to add a clean- 
coal power plant and five CT 
units at Trapp by 2009. 

When finished, the Smith Station 
will contain more than $1 billion 
in assets. 

DIDYOIJ KNOW... 

We’re not accusing anyone, but 
legislators filed 666 resolutions 
this session, and the budget a 
- 380) was 666 pages long. 

Is it the mark of the beast - or just 
another odd coincidence from a 
devilish session? You be the 
judge. Our mouths are shut. 

THE FINAL QUIZ! 

Since it’s baseball season (GO 
mDS!), here’s an easy quiz to hit 
out of the park. 

Only three members of the 
National Baseball Hall of Fame 
also have been 1J.S. Senators. 

Two of these distinguished 
gentlemen are from Kentucky. 
Who are they? Find the answer on 
the last page of Currents. 
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FINAL BILL, STATUS 

Here’s a list of other bills that 
could have impacted co-ops, and 
the final fate of each bill. 

Bills that passed will officially 
become effective Wednesday, 
July 12, unless they contained an 
emergency clause or a provision 
that delayed the effective date. 

THESE 
BILLS 

PASSED 
Li\. IN 2006 

Eminent domain: HI3 508 
prohibits state and local 
governments from taking private 
land and transferring it to other 
private owners. 

It also lists specific conditions for 
the use of eminent domain, 
including “for the creation or 
operation of public utilities.” 

Legislators are expected to study 
the use of eminent domain in 
blighted areas during the interim. 

All other eminent domain 
measures - HB 114, 122, 165, 
-7 183 554 _____ SB 29, and HCR 24 - 
died. 

Big Rivers: HB 275 addressed 
Big Rivers’ effort to unwind its 
contract with L,G&E. 

It gives co-ops an avenue to sell 
excess electricity, formerly 
supplied to a member, and not 

have it count against statutory 
limitations. 

Transmission: Senate Resolution 
- 238 calls on the legislature’s 
Promam Review and 
Investigations Committee to 
conduct a study of the electric 
transmission siting process. It was 
introduced primarily due to 
landowner concerns with EKPC’s 
line to serve Warren RECC. 

However, EKPC has been calling 
for a PSC-led study of the 2004 
transmission laws and 
regulations, due to concerns and 
issues with recent Orders. This 
study will offer an independent 
forum for discussion and review 
possible changes in the process. 

HB 626 allows the PSC to 
consider the interstate benefits of 
proposed transmission lines in 
applications for certificates of 
public convenience & necessity. 

This is in response to the federal 
Energy Policy Act of 2005, which 
gives the Federal Energy 
Regulatory Commission (FERC) 
“backstop” authority to site major 
lines if states do not. 

Energy accountability: HR 150 
urges the Attorney General to 
create an internal Office of 
Energy Accountability to 
“monitor, audit, review and 
investigate transactions at any 
level in the supply of home 
energy and transportation fuels,” 
as well as profit margins in retail 
or wholesale energy transactions. 

Administrative hearings: HB 
470 streamlines the process for 
administrative hearings on 
contested permits and contains 
specific timelines for issuing a 
report. 

EKPC was successful in attaching 
an emergency clause to this 
measure, so it took effect upon 
the governor’s signature (April 
4). This will help EKPC if the 
Spurlock #4 air permit is 
contested. 

Home energy assistance: HB 

emergency funds to the Low 
Income Heating Assistance 
Program (LLHEAP). 

appropriated $10 million in 

HB 742 allows - but does not 
require - utilities to set up 
voluntary programs to help needy 
consumers with energy bills, and 
offers guidelines. 

Energy policy: Led 
by House Majority 
Floor Leader 
Rocky Adkins, D- 
Sandy Hook, HB 
____. 299 directs the 
Kentucky Office of 

Energy Policy to develop a 
strategy for Kentucky to become 
a leader on the production of 
transportation fiiels and synthetic 
natural gas from fossil and 
biomass resources. 

FutureGen: HB 665 would 
exempt the FutureGen plant from 
state siting board requirements, if 
it is built in Kentucky. FutureGen 
is the U S .  Department of 
Energy’s $1 billion project to 
create the 



world’s first zero-emissions fossil 
fuels plant. 

Two resolutions - SR 286 and 
HR 294 - encourage locating the 
FutureGen project in Kentucky. 
Unfortunately, tax incentives for 
the project did not pass. 

THESE 
BILLS 

FAILED 
IN 2006 

PSC Ethics: HB 52 would 
have required anyone paid to 
influence a decision by the 
PSC to file as a lobbyist with 
the Executive Branch Ethics 
Commission. This bill grew 
out of Attorney General Greg 
Stumbo’s investigation of the 
LG&E-PSC rate case. 

. 

Clean coal cost recovery: JlEJ 
538 would have allowed 
utilities to recover financing, 
interest and other costs to build 
clean-coal power plants and 
related transmission facilities 
on a “pay-as-you-go” basis. 

The mechanism, similar to a 
monthly environmental 
surcharge, would be approved 
annually by the PSC. The bill, 
which was driven by investor- 
owned utilities, ran into 
significant opposition from 
major industries. 

Municipal joint action: 
- 82 would have given unbridled 
authority to municipal utilities, 
which are not regulated, to join 
together and float bonds to 
build or acquire electric facilities. 

Utility cut-offs: SB 252 would 
have prohibited utilities from 
cutting off service to low-income 
custamers between November 1 
and March 3 1, and established 
termination policies. 

Utility rate increases: HCR 26 
would have petitioned the PSC 
not to approve rate increases in 
2006 by electric, natural gas, 
water or other utilities. 

PSC complaints: HB 524 would 
have required the PSC to act 
within 60 days on a complaint 
filed by the Attorney General 
against a utility. 

Overweight coal trucks: HB 560 
would have required anyone who 
ships, transports or receives coal 
to immediately report weight and 
other data to the state. A receiver 
that did not report an overweight 
shipment within 24 hours could 
be fined. 

Net metering: SB 203 would 
have expanded the definition of 
net metering to include new 
alternate energy sources such as 
hydroelectric, wind, landfill gas, 
and others. It also would have 
established tax credits for solar, 
wind and geothermal systems. 

WHAT ELSE WE 
SAW.. 

Co-op reception: For the first 
time in years, co-ops hosted 
their own legislative reception 
in Frankfort. 

It was a tremendous success, 
with nearly 250 people - and 
more than half of the 
legislature - in attendance. 

Above: LaJuana Wilcher, 
secretary of the Environmental & 
Public Protection Cabinet, posed 
with Corny the corn snake - and 
EKPC’s JeflHolzman - at the 
reception. 

Hours of service: The House 
and Senate Transportation 
committees both approved a 
change in regulations to 
exempt utility services vehicles 
from state hours of service 
standards. 

The change was necessary to 
match state requirements with the 
blanket HOS exemption 
contained in last year’s federal 
highway reauthorization bill. 

Co-ops led the charge to remove 
any confusion about enforcement 
for utility vehicles. 
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Circular controversy: In a 
baffling and unprecedented move 
early in the session, the Revenue 
Cabinet withdrew 246 circulars 
that guide companies on 
accounting and tax procedures. 

The unexpected action sparked a 
firestorm of outcry and opposition 
from businesses, the state 
Chamber of Commerce and 
utilities. 

A public hearing was scheduled 
on the issue. But days before it 
was held, the Cabinet withdrew 
the regulations that withdrew the 
circulars. 

Confused? So were we. 

It’s still not clear how all this will 
affect the electric industry’s 
ongoing fight over transformer 
taxes and other audits. 

Hill 
confirmed to 
PSC: SR146 
confirmed 
Teresa Hill as 
vice chair of 

the PSC. Gov. Fletcher 
appointed her in August when 
Ellen Williams left to take 
another job. Hill’s term expires 
in July 2009. 

OTHER BILLS 
THAT PASSED 

Telephone deregulation: HB 
- 337 will deregulate all but the 
most basic telephone service in 
Kentucky by limiting PSC 
jurisdiction to oversight over 
local service and wholesale 
agreements and regulations. 

Rates for basic local service will 
be capped for five years for those 
providers that elect to deregulate 
service, but will then be allowed 
to increase under market 
competition. 

Mine safety: SB 200 aims to 
improve safety in Kentucky coal 
mines by mandating telephone or 
other two-way communications 
equipment in underground and 
surface mines by Sept. 1,2006. 
Mine operators will be required to 
implement s tate-approved 
emergency action, mine 
ventilation, and roof control plans 
and conduct evacuation training 
every six weeks, along with 
quarterly drills. 

Drug & alcohol testing of 
miners: HB 572 mandates drug 
and alcohol testing of coal miners 
and provides incentives for 
mining companies to develop and 
enforce policies for a drug-free 
workplace. Workers 
compensation insurers would be 
required to give credit on policy 
premiums for certified drug-free 
workplaces. Miners would be 
required to submit to drug and 
alcohol testing as a condition of 
certification. 

Indoor smoking: KB 55 would 
require that state government 
buildings have a written smoking 
policy that could prohibit 
smoking indoors, and local 
governments would have 
authority to prohibit smoking in 
their buildings, as would boards 
of regents for university 
buildings. 

Funeral protests: Two pieces of 
legislation -- SB 93 and HB 333 - 

would create penalties aimed at 
preventing protestors from 
in termp tin g funerals , memori a1 
services or burials. 

Veterans’ loans: HB 3 14 would 
provide qualified veterans or their 
spouses with a low-interest loan 
of $10,000 or less for personal 
expenses, including tuition costs 
or the purchase of a home or 
business. A veteran’s child under 
age 27 would also qualify for a 
loan for college, vocational 
training or private school tuition 
for preschool or K-12. 

Interim drivers license: HB 90 
will create a six-month interim 
drivers license for teenage drivers 
aged 16-1 8 between the learner’s 
permit and a full license, 
beginning April 1,2007. 
Passenger restrictions would not 
apply if a certified driving 
instructor accompanies permit 
and intermediate license holders. 
The bill requires at least 60 hours 
of supervised driving, including 
at least 10 hours at night, with a 
fully licensed driver at least 21 
years of age and driving would be 
prohibited from midnight to 6 
a.m. 

Historical displays: HI3 277 
will allow state agencies, local 
govemients, and public 
schools to post the Ten 
Commandments and other 
religious materials as historic 
artifacts if they are displayed 
in a balanced, objective, and 
not solely religious manner. 
Schools could display religious 
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materials only as part of a non- 
devotional, academic course 
approved by the school’s 
governing body. 

Nurse prescriptions: SB 65 will 
allow advanced registered nurse 
practitioners to write 
prescriptions for controlled 
narcotics such as OxyContin and 
morphine under a doctor’s 
supervision. The measure extends 
their existing prescription writing 
authority, which includes 
antibiotics. 

Sex offender restrictions: 
will toughen penalties and tighten 
registration requirements for 
sexual offenders. State colleges 
and universities could require 
criminal background checks of 
school visitors in addition to 
those already required for 
employment. Sex offenders 
would be barred from living 
within 1,000 feet of a school or 
playground. Registration for some 
offenders would be increased 
from 10 years to 20 years. 

Health and safety: HB 117 will 
expand statewide testing of 
children and pregnant women 
considered at-risk for elevated 
blood lead levels. The legislation 
also strengthens the state’s seat 
belt law and requires children 
under 16 to wear helmets on all- 
terrain vehicles. Failure to wear a 
seat belt while driving would 
become a primary offense for 
which motorists could be cited 
even if they commit no other 
violation. 

Student testing: The state would 
pay for and require all high 
school juniors to take the ACT, 
commonly required as a college 
entrance exam, under SB 130. 
The measure would allow 
sophomores, juniors and seniors 
to take the WorkKeys test, geared 
toward students who do not plan 
to attend college. Students’ testing 
fees would be paid by the 
Department of Education the first 
time they take the ACT andor the 
WorkKeys tests. 

Deadly force: SB 38 will allow 
the use of deadly force against an 
intruder in a person’s home or 
vehicle. The measure eliminates 
from state law the ”duty to 
retreat” if an individual believes 
they are threatened. 

- Source: Legislative Research 
Comnz issioiz 

QUIZ ANSWER 

Easy, right? Unfortunately, 
none of them was a Cincinnati 
Red. But hey, you can’t win 

them all. Here 
are the three: 

U.S. Sen. Jim 
Bunning, a 
Republican 
from Southgate, 

is in his second term 
representing Kentucky. Before 
politics, Sen. Bunning was best 
known as a hard-throwing 
pitcher for the Detroit Tigers 
and Philadelphia Phillies. The 
1996 Hall of Famer is one of 
only five players ever to pitch 
a no-hitter in both leagues. 

A.R. “Happy” 
Chandler is one of 
the best-known 
politicians in 
Kentucky history, 
serving twice as  
Governor and as 

U.S. Senator from 1939-45. But 
he also was baseball’s second- 
ever Commissioner, and is often 
overlooked for his pioneering role 
in integrating the game in 1947. 
A Democrat from Henderson, 
Happy was elected to the Hall of 
Fame in 1982. He died at his 
Versailles home in 199 1. 

The last Hall of FameBenator 
was Morgan Bulkeley, the first 
president of baseball’s National 
League. A former Civil War 
soldier, and Governor of 
Connecticut, he was elected to 
that state’s U.S. Senate seat in 
1905. He died in 1922. 
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APRIL 2006 

EKPC: To provide reliable and competitive energy and member services. 

Unit: To serve and assist the Cooperative, it’s employees, the Member Systems, 
and External Customers by: 

0 Managing Costs 
0 

0 

0 Providing effective communications 
0 

Ensuring the safety, well-being, and development of EKPC employees 
Providing appropriate corporate staffing requirements 

Complying with all laws and regulations 

Human Resources, Facilities Management, Corporate Support Services 

1. Managing Costs 

Significant Results: 

0 Budget management Centers 032,040,041,043,046,047 are under 

e 

budget $285,644 year to date through March 
Cost containment -- HR Cost Containment teams starting soon as result 
of board requests to contain costs. 

2. Ensurinv the safety, well-being, and development of EKPC employees 

Significant Results: 

0 

0 

285 number of HQ employees participated in Health Fair. 
OSHA L,ost Time Accident Rate of .34 through March 3 1. 

3. Providing appropriate corporate staffing requirements 

Significant Results: 

0 Positions Filled: 
0 Vice President of Power Delivery - John Twitchell 

0 Positions open: 
0 

0 Warehouseman @ Spurlock 
0 

0 Engineer - Operations 
0 

Construction Project Manager @ Spurlock 

Maintenance Material Specialist @ Spurlock 

Maintenance Mechanic - Entry @ Spurlock 
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Human esources I 
a 

0 

0 

0 

a 

0 

0 

0 

0 

0 

0 

Auxiliary Operator @ Dale 
Sr. Engineer 
L,andfill Generating Plant Operator @ Bavarian 
Sr. Engineer - EMS 
Environmentalist 
HR-PD Safety Training & Compliance Coordinator 
Construction Technician Crew Leader 
Electrician @ Cooper 
Line Technician @ Bardstown 
Sr. Engineer - Transmission Planning 
Sr. Analysis - Resource Planning 

4. Providing effective communications 

Significant Results: 

0 Employee meetings offered questions and answer opportunities with Mr. 
Palk. 

5. Regulatory compliance 

Significant Results: 

0 Communicated the 2006 Affirmative Action Plan Statement with all levels 
of Management, employees and vendors. 

6. Member Systems Support 

Significant Results: 

0 HR offered varied support to six member systems. 

Information Technology Process - Wes Moody, Manager 

Provide support for the Peoplesoft ERP system 
PeopleSoft HRMS Version 8.8 

+ Payroll - Modified Direct Deposit to include Credit Union ACH file, updated 
reports, and test with PNC Bank. Applied Tax Update 06B to HRDEV and 
HRTEST. 

+ Time & labor - Bundle #6 applied to PROD. Bundle #7 in progress. 
+ Benefits - Continued working on re-design of Personalized Employee 

Benefits Statements. Provided insurance company with medical, dental, & 
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vision employees and dependents. 
+ HR - HR 8.8 SPl Bundle #8 has been applied to DEV and TEST. 

Automatic processing of Crystal reports to management on hold until tools 
upgrade completed. 

PeopleSoft Financials Version 7.5 
+ Project Costing - The third report for the Power Delivery Business Unit to 

report Estimates & Actual costs of projects for SubstatiodCap Bank projects 
for Special Projects has been held up until Power Delivery designs the 
information needed on the report 

+ Began design of new reporting system. This web-based application will 
replace the current windows application used to track modifications to the 
PeopleSoft product. 

Enhance PeopleSoft Modijkation Reporting System 

PeopleSoft is an enterprise resource-planning tool that integrates company financial and 
human resource information into a common application. This supports key measures 
Competitive Energy and Reliable Energy, by providing the capability to capture 
company information and to help employees make better decisions by providing inore 
accurate and timely information about capital projects, benefits, expenditures, fixed 
assets, budgets and other financial and human resource information. 

Enhance Production Management Reporting System 
o Meetings have been held regarding the possibility of the Landfill Gas Plants 

using the Production Managemerit System in the near future. Trips to 
analyze the network performance over the broadband connections have been 
planned over the next couple weeks to determine the possibilities for a fast 
network. 

This supports key measure Competitive Energy and Reliable Energy by providing the 
capability to automate the Fuel Evaluation Process within the Production Business Unit. 

Develop Power Delivery Scoping System 
+ Two initial design meetings have been held to discuss the new design of this 

scoping system that will allow the Power Delivery Expansion Planning area 
to track vital infomation regarding new, update, and removal construction 
projects. 

+ A prototype of the online system was presented to the users which triggered 
additional requirements that are needed to be designed into the system 

This supports Competitive Energy and Reliable Energy, by providing the capability 
to capture company information and to help employees make better decisions by 
providing more accurate and timely information for the Power Delivery Business Unit. 

Enhance Coal Accounting System 
+ Daily Usage Crystal Report was modified per users request to allow the coal 

buyers more flexibility in reviewing coal inventories and planning coal 
inventory requirements for each unit. 



This supports Competitive Energy and Reliable Energy by providing Power 
Production with the flexibility required to purchase coal both on the spot market and 
contract basis. 

Redesign EKPC’s Websites - Internet/Extranet/Intranet 
I) Developed pages for Industrial Development containing “live maps”. 

Allows visitors to see key infomation about a site or building by hovering 
their mouse cursor over the location on the map. Also has direct links to KY 
industrial site for more information on each specific item. 

I) Created a demo CD for Bill Prather to show to member systems. It will 
allow him to demonstrate how they can link to the Growth and Opportunities 
(GO) section (see above) of the EKP site and make it appear as if its on their 
own site. 

I) Setup Nick Comer to be able to maintain Open House information himself. 
This supports key measures Competitive Energy, Reliable Energy, and Member 
Services by developing a network and computing environment that facilitates a 
collaborative work environment. 

Provide Company-Wide Computer and Network Services 
I) The Computer Support Line resolved 85 support calls during the previous 

period. 
Computer and network services support key measures Competitive Energy and 
Reliable Energy by developing a network and computing environment that facilitates a 
collaborative work environment. 

Provide Telecommunications to Substations. 
I) A new HVHJ was installed at the Milton substation. 
I) Design and drawings were completed for the six remaining “local” RTU 

circuits at HQ to be transported to the Backup Control Center in conjunction 
with the “B” RDAS relocation. 

+ The Backup Control Center Telecorn project was opened, SONET mux parts 
were ordered, and a kickoff meeting was held with consultants to identify 
and assign tasks. We identified limitations of the present plan and possible 
upscope ideas to improve the disaster recovery response time. 

This supports key measure Reliable Energy by providing the ability to get substation 
information and do remote switching. 

Provide Telecommunications to Members. 
I) All radios and antennas were received for the Curnberland Valley SCADA 

project. The design and drawings for the installation were also completed. 
I) The design and drawings were completed to add a new control base radio to 

communicate with South Kentucky RECC on their new two-way radio 
system. 

I) Antenna systems were defined and bids received for the Fleming-Mason 
SCADA project. Radios for the link to the EMS console in Flemingsburg 
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office were ordered. Path profiles were examined to determine which 
remotes are likely to link by radio. 

o Parts were and licensing services were ordered to double the capacity of the 
Folsom-Stanley Parker microwave radio, so Owen EIectric will have 4 T l s  
for its use. 

o Fiber specs were compared and a recommendation made to save $ 57K on 
the optical groundwire order for new transmission lines serving Warren 
RECC and for use on the JK Smith-North Clark line. 

This supports key measure Member Services by providing a value-added service to 
member systems. 

Provide New Two-way Radio System 
o Antenna installation was completed at Stanton and the drive test was 

completed. Data is being compiled by UTCG. 
o A communications consultant gave a presentation at EKPC and discussed 

their approach to designing the system and preparing the vendor RFP. 
This supports key measures Reliable Energy and Competitive Energy by providing a 
two-way radio system that will enhance our ability to maintain and operate the 
transmission system and to assist in outage restoration. 

Maintain the Telecomtriunications System 
o Drawings for the new digital system are being delivered to the remote sites. 
o Routine maintenance was performed at six microwave sites. 
o Repairs were made to the emergency generator at Horse Cave. 
o Tower lights were repaired at the Winchester microwave site. 
o The air conditioner was replaced at the Stanton microwave site. 

Routine operation and maintenance of the telecom systems supports key measures 
Competitive Energy and Reliable Energy by providing the ability to get critical power 
system operating information. 

Implement Telecommunications Strategic Plan 
o All circuits have been moved to the new digital system. 

All remaining new AVTEC radio consoles have been installed and tested at 
the various service centers in preparation for cutover to the new AVTEC 
system. 

This new telecom system supports key measures Competitive Energy and Reliable 
Energy by providing better circuits and more circuits to monitor and remotely control 
power facilities, network our computers, link our telephone systems, and links our 2- 
way radio base stations to the Control Centers. 
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IT Performance Measures 

+ Annual O&M Budget - On Budget. 
+ WAN Availability - 100.0% 
+ LAN Availability - 100.0% 
+ Two-way Radio Availability 

o Member System Base Stations - 99.8% 
o EKPC Base Stations - 99.6% 

+ Application Availability -1 00% 
+ Data Circuit Availability- 96.4% 
+ On-Time 555 Problem Resolution - 98.8% 
+ Customer Satisfaction Index 

o NCS Team - 100% 
+ PBX Availability - 100% 

M 28 



APRIL 2006 

Pending Litigation apainst EKPC 

1. 

2. 

3. 

4. 

Brenda Milton v. EKPC, et a1 (Employment Discrimination Lawsuit) - Clark Circuit Court. 
On November 21,2001, EKPC was served with a summons and Complaint initiated by a 
former employee seeking damages on claims of a hostile workplace environment, 
retaliation constructive discharge, and assault and battery by a co-worker. EKPC filed a 
motion for a more definite statement which was heard by the Court in December 2001, and 
an order entered on May 2 1, 2002, directing plaintiff to refile her lawsuit setting forth more 
detailed facts regarding her claims. The Amended Complaint was received on June 18, 
2002, and EKPC has filed an Answer for itself and the three individual employees also 
named as Defendants in the lawsuit. In December 2002 Plaintiff began taking depositions 
but abruptly halted the depositions without completion. Danny Flinchum’s deposition was 
held February 15,2005. EKPC served discovery requests on March 29,2005, which were 
not answered. EKPC filed its Motion for Summary Judgment the first week in January 
2006. The Plaintiff has already requested two continuances of the hearing. A mediation 
was unsuccesshlly held on April 1 1,2006. 

Dorsev McCartv, el a1 v. EKPC - Magoffin Circuit Court. Plaintiffs sued EKPC alleging 
off right-of-way damages associated with chemical spraying of a right-of-way. EKPC’s 
Answer was filed on November 4,2002. There has been no further action. 

Mark Jordan v. EKPC and CBA - U.S. District Court for the Eastern District of Kentucky. 
On August 10,2005, former employee Jordan sued CBA alleging improper denial of his 
eligibility for disability benefits under EKPC’s group disability plan administered by CBA; 
and breach of his privately negotiated worker’s compensation settlement with EKPC, 
specifically as to certain future disability entitlements. EKPC filed its Answer on August 
19,2005, wherein it denied any liability. On September 27,2005, EKPC made its initial 
disclosure, and had the joint meeting with plaintiffs counsel as ordered by the court. 
EKPC is working on a Summary Judgment motion and discovery requests. 

United States ofAmerica v. EKPC (Clean Air Act Enforcement) - 1J.S. District Court, 
Lexington - On January 28,2004, the federal EPA sued EKPC alleging that physical or 
operating changes to three coal-fired generators resulted in simultaneous violations of the 
Prevention of Significant Deterioration (“PSD”) provision of the Clean Air Act; the New 
Source Performance Standards (“NSPS”) of the Clean Air Act; and the State 
Implementation Plan for Kentucky, as approved by EPA. 

The lawsuit seeks injunctive relief, and civil penalties of up to $25,000 a day before January 
3 1, 1997, and $27,500 a day since then. On June 18,2004, EKPC filed its Answer denying 
all claims. 
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In December 2005, attorneys from Hunton & Williams updated the Board in Executive 
Session. On January 17,2006, EKPC filed four motions with the court asking that most, 
if not all of the claims, be dismissed. These motions for summary judgment involved, 

(a) statute of limitation issues; 
(b) federal enforceability of the Spurlock No. 2 operating permit; 
(c) applicability of the routine maintenance exclusion; and 
(d) calculation of emissions under PSD based on post-change actual annual 

emission where the baseline emission calculations are based on actual 
historic annual emissions prior to project work, and not based on 
hypothetical emissions. 

The court has previously set this matter for trial in October 2006; but this schedule could 
change depending upon whether the court rules favorably upon all or some of these 
motions. EKPC is preparing for trial. 

5 .  Enviropower LLC v. EKPC (Spurlock 4 Certificate Order) - Franklin Circuit Court. 
The PSC filed a notice with the Franklin Circuit Court on February 10 stating that 
the entire Designated Record of PSC Case No. 2004-00423 has been filed or 
incorporated by reference fiom the prior Enviropower action in Franklin Circuit 
Court seeking an injunction to prevent the hearing in that case. The court should 
now have all required records to allow it to render a decision on the Motions to 
Dismiss filed by the PSC and EKPC. 

6. Enviropower v. PSC (Spurlock 4 -Denial ofhtewention) - Court of Appeals. 
Appellee Briefs have been filed in this appeal by EKPC, the PSC, and the Attorney 
General. Enviropower will have the opportunity to file a reply brief by May 9. The 
Court has not yet determined if oral arguments will be held. 

7. Kevin Speaks v. EKPC, et a1 - Pulaski Circuit Court. Plaintiff is seeking judicial review of 
an Unemployment Commission Order affirming his discharge from employment with 
EKPC. EKPC has moved to dismiss the Complaint, and the motion was granted and the 
case dismissed. (CASE CLOSED) 

Pendinp Litigation for EKPC 

1. Substation Vandalism (EKPC v. Caudill, Middleton & McElrov) - Garrard Circuit 
Court. Judgment was entered in favor of EKPC against these three individuals for 
damages in the amount of $126,000 representing the replacement cost associated 
with the step-down transformer vandalized by the defendants on July 15, 1997. In 
addition, McElroy was assessed an additional $50,000 for punitive damages since 
he was the shooter. Judgment has been entered against all three defendants. To 
date, $76,561.72 on the Judgment has been collected from the defendants. 

M 30 



L 1 

2. EKpC 17. Greenwich Iizsurance Company - U.S. District Court for the Eastern 
District of Kentucky. EKPC has filed this action (originally in Clark Circuit Court 
but was removed to federal court) to recover proceeds of a performance bond 
against the surety of this land. Lexington Coal Company is claiming entitlement to 
the proceeds also but EKPC does not believe that claim is meritorious and intends 
to vigorously prosecute the claim. Lexington Coal has attempted to transfer this 
action to Bankruptcy Court but the U.S. District Court, in an order entered on 
January 24,2006, denied the motion to transfer the case. The case has been 
remanded back to Clark Circuit Court. 

Claim and Topics 

1. 

2. 

3.  

KU and LG&E v. EKPC (FERC Proceeding1 - On September 18,2002, KU and LG&E 
filed with the FERC a proposed restructuring of two agreement with EKF’C. The first is an 
Interconnection Agreement dated 5/1 1/1995, and the second is a Transmission Agreement 
dated 2/94 995 for transmission service to the Gallatin Steel Company. The modifications 
sought by KU and L,G&E are intended to incorporate all, or substantially all, of the rates 
and charges under the Midwest IS0 (“MISO”) tariff. EKPC objects and contends that the 
two agreements may not be modified since earlier amendments to the agreements, in 
conjunction with the KTJ/LG&E merger, and companion rate case, were intended to 
foreclose subsequent modifications for the remaining life of both agreements. 

On April 1,2004, the administrative law judge entered preliminary findings for EKPC. On 
March 3 1 , 2004, a preliminary order was entered in the case favorable to EKPC’s position. 
On December 22,2004, FERC issued its order, which affirmed most of the judge’s 
findings. The order remanded the case for further proceedings. On balance, the FERC 
decision was more favorable to EKPC than to LG&EKU. A final decision is expected 
shortly. 

PSC Case No. 2004-00401 - Proposed FAC Cap - The PSC held an informal conference 
on May 26, 2005, to consider possible alternatives in dealing with fuel adjustment clause 
fluctuations. Several EKPC member system managers and staff representatives attended 
and discussed the impacts of the fluctuations and billing lag. An analysis will be made of 
possible changes in FAC billing procedures to reduce the billing lag. A proposal will be 
submitted to the PSC in the next few weeks. 

PSC Case No. 2004-00423 - (Spurlock TJnit 4 Certificate Application) - The Commission 
granted construction certificates for the Spurlock 4 unit in an order dated September 13. 
The order also includes a report on the Commission’s investigation of allegations of 
improprieties in EKPC’s 2004 RFP which were made by Enviropower LLC. The order 
addresses every factual allegation made by Enviropower and completely validates EKPC’s 
position on every issue. The Commission found that Enviropower was not the lowest and 
best bidder in the RFP and commends EKPC for conducting a process “truly designed and 
carried out to determine the best and lowest-cost bid.” Construction of the Spurlock 4 unit 
can proceed as soon as the construction permit from the Division of Air Quality is issued. 

M 31 



4. PSC Case No. 2005-00053- (Smith Generation Certificates) - The Commission has issued a 
supplemental data request in this case. Responses are due on February 6. 

5 .  FERC Case No. TX’O.5-I - On October 1,2004, EKPC filed an application with the Federal 
Energy Regulatory Commission (“FERC”) seeking an order compelling the Tennessee 
Valley Authority (“TVA”) to physically interconnect with EKPC’s transmission system at 
three new locations for purposes of serving Warren RECC when it becomes a member on 
April 1,2008. The filing was necessary because TVA refused to allow the proposed 
interconnections. On April 14,2005, FERC ruled for EKPC that it was entitled to the 
interconnection. Since EKPC and TVA were unable to work through details necessary to 
implement the interconnections, the task of doing so now falls to the FERC. 

6. Coinmoizwealth ofKentucky Sales and Use Tax Audit - On June 6, 2005, EKPC filed its 
response to a sales and use tax audit totaling roughly Two Million Dollars for the period 
February 1 , 2001 through November 30,2004. EKPC acknowledged owing $257,459.46 
and PROTESTED the balance of the assessments. After review, the Revenue Cabinet will 
issue a final ruling on whether it accepts all or any portion of the PROTEST. 

7. USEPA Notice of Violation - On January 17, 2006, the United States Environmental 
Protection Agency (“IJSEPA”) issued a Notice of Violation (“NOV”) under Section 
1 13 of the Clean Air Act (“CAA”) charging operation of Dale Station Units 1 and 2 
with technical violation of the CAA’s acid rain program, and provisions of the NOx 
State Implementation Plan or Nox SIP Call. The issue for both units involves 
whether these units were subject to regulations as generators having a “nameplate” 
capacity greater than 25 megawatts and/or were generators used to generate 25 
megawatts or more of electricity. A conference with the IJSEPA was held on 
February 13,2006, at the Region IV offices in Atlanta. The Company’s 
representatives had earlier met with state regulators on January 27,2006. A second 
meeting in Washington was held on March 23,2006, to work through the issues. 

e Kentucky followed suit by issuing its own Notice of Violation (“NOV”) 
for Dale Station TJnits 1 and 2 also alleging technical non-compliance 
respecting those programs over which it has jurisdiction. 

EKPC is working diligently on several fronts to resolve the issues and has taken 
steps to bring the units into compliance with the Acid Rain Program. 

8. PSC Case No. 2005-0041 7 - Spurlock 2 Scrubber - The PSC granted a Certificate of 
Convenience and Necessity for the construction of the Spurlock 2 Scrubber on April 18, 
2006. (CASE CLOSED). 

9. PSC Case No. 2005-00495 - FAC - The PSC has approved EKPC’s application of the fuel 
adjustment clause for the six-month period ending October 3 1,2005. 
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10. PSC Case No. 2006-0001 7 - Integrated Resource Plan - The PSC granted EKPC’s motion 
for a six-month extension of its 2006 IRP filing deadline, by an order dated February 17. 
EKPC’s IRP will now be due on October 21,2006. 

1 1. PSC Case No. 2006-00033 - Pendleton County LFGTE Facility - The PSC granted 
EKPC’s request for a declaratory order approving the Pendleton County Landfill Gas 
Project on March 10,2006. 

12. PSC Case No. 2006-00132 - Spurlock Unit 1 Scrubber - EKPC filed an Application with 
the Commission on March 27,2006 for a Certificate of Public Convenience and Necessity 
to add a Flue Gas Desulfurization system to Spurlock Station Unit 1. 

13. PSC Case No. 2006-00048 - Direct Load Control. The Commission approved EKPC’s 
proposed direct load control pilot program on April 18. 

Dale W. Henley 
General Counsel 

c: Dave Eames (for distribution) 
(tf:legal\M R-apn06) 
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APRIL 2006 

Economic Development Process 

B 

D 

D 

&I 

B 

D 

Completed the Economic Development module of the EKPC website and are 
preparing to release it to the member cooperatives for incorporation into their 
websites if they choose to do so. 

Attended Carroll County Comrnunity Development Board Meeting and Carroll 
County Training Consortium meetings. 

Met with Northern Kentucky University’s staff in the Economic Initiatives 
Department on two collaborative efforts for nine counties in the north central part of 
the state. 

Sent information to six commercial leads for potential expansion or relocation. 
Shared those contacts with member cooperatives and local economic development 
offices for additional follow-up. 

Renewed subscription to FastFacility.com commercial and industrial site listing 
service and listed sixteen new properties (one from each member cooperative service 
area.). 

Met with Kentucky Economic Development Cabinet, Department for Existirig 
Business Development, to discuss EKPC economic development initiatives. 

Participated in the Kentucky Association for Economic Development (KAED) 
Spring Meeting. 

Met with the Bluegrass Alliance regarding economic development efforts in central 
Kentucky. 

Coordinated meeting with Bluegrass Energy and Tom Preston, the new economic 
development consultant for Cynthiana-Harrison County. 

Participated in a Steering Committee meeting for Bluegrass Tomorrow’s regional 
economic analysis study for 17 counties in the Bluegrass Region. 

Met with Dr. Allyson Handley of the Council on Postsecondary Education regarding 
proposed education initiatives in Kentucky’s higher education arena. 
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ember Services I 
Non-Traditional Power Production Process 

Marketing & Natural Resources Process 

Met with Rumpke to finalize the gas collection system design for the Pendleton Co. 
LFGTE project. 

Awarded the following equipment contracts for the Pendleton Co. LFGTE Project: 
Engine/Gensets - Whayne Supply Co., Switchgear & Controls - Enercon 
Engineering, Motor Control Center - Meade Electric Company, Aux. Transformer - 
Utility Sales & Engineering Service, Fuel Gas Compressor - Lectrodryer. 

Finalizing the Pendleton Co. LFGTE Bid documents. 

Presented a L,andfill Gas Purchase Proposal to Allied Waste for the Benson Valley 
L,andfill, near Frankfort, Kentucky. 

Ribbon Cutting Ceremony at the Hardin County LFGTE project. 

Laurel Ridge Unit # 3 returned to service. 

Staff made a Renewable Energy Presentation at Indianapolis, Indiana. 

Solar panels installed at four schools during the month. 

Attended the KEEC Board Meeting at Berry Hill in Frankfort. 

Met with all Energy Advisors for training at Blue Grass Energy Concerning heat loss 
calculations and Energy Star. 

Conducted a nature hike for the Elizabethtown Greenspace Program and N o h .  

Manned a booth at the Louisville Zoo for Earth Day 2006. Over 6000 attended that 
event. 

Perfonned the “Reptiles and Amphibian of Kentucky” program for Earth Day and 
Owen Electric at Bavarian L,andfill. 

Met with the staff of Farmers, South Ky, Grayson, Shelby and Cumberland Valley 
RECC concerning Partnersplus and Touchstone Living programs. 
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em ervices I 
0 Attended the tri-state member services meeting in Gatlinburg. The meeting was well 

attended by our members. 

Attended the Pearl Hollow L,andfill Gas Open House with Nolin RECC. 0 

Listed below are the Environmental activities for this month: 

School Programs: 

Grayson RECC, West Carter Middle, Isonville Elementary, Olive Hill Elementary, 
South KY RECC, Pine Knot Intermediate, Turner Intermediate (2 days), Monticello 
Elementary, union Chapel Elementary; Jackson Energy, East Bernstadt, Laurel County 
Alternative School, Cold Hill Elementary, Blue Grass Energy, Landsdowne Elementary, 
Northside Elementary; Taylor County RECC, Green County Elementary; Shelby 
Energy, New Castle Elementary; Clark Energy, Pilot View Elementary, McNabb 
Middle, Trapp Elementary; N o h  RECC, Buffalo Elementary; 

Construction Projects Involving Environmental Activities for February: Smith- 
Sideview 345/69 kV Substation and Transmission Project, Cranston-Rowan 138 kV 
Transmission Line, Gap of the Ridge Sub and Tap, Wilson-Aberdeen, Memphis 
Junction- Aberdeen, GM-Memphis Junction, Barren County-Oakland-Magna, 
Beam-Tichenor, Inez Sub and Tap, Oxford Sub and Tap, Snow Hill Sub and Tap, 
Pendleton County L,FGTE, Cedar Grove Industrial Park Sub and Tap, Bluegrass 
Parkway Sub and Tap, South Point Sub and Tap, Bullitt-Beam-Tichenor 
Transmission Line 

Met with Cultural Resource Analysts concerning the archaeological and cultural 
surveys on the Wilson-Aberdeen, Memphis-Junction - Aberdeen, GM-Memphis 
Junction, and Barren County-Oakland-Magna projects. 

Met with RUS officials concerning projects currently under environmental review. 

Gave a presentation to the West Virginia Vegetation Management Conference on 
venomous snake safety. 

Hasted booth for the John Michael Montgomery Wildlife Expo on behalf of Salt 
River Electric. 

Member and Corporate Communications Process 

0 Coordinated meeting agenda and support material for the April 24 meeting of the 
Trapp Community Advisory Group, a committee of citizens working with EKPC on 
coinmunity relations for Smith Power Station. 

Finalized work and started production on the 2005 EKPC annual report. e 
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ember vices 

0 

0 

0 

0 

e 

0 

0 

0 

e 

0 

e 

Continued work to photograph all EKPC employees. 

Attended meeting of energy advisors at Blue Grass Energy and started work on a 
handout sheet to explain tax incentives contained in the 2005 Energy Law for energy 
conservation and home improvements. 

Worked on development of support materials for upcoming meeting with the Board 
of the Tennessee Valley Authority. 

Continued to print additional copies of the Safety Power Points for member systems 
to use with local schools and civic groups (four presentations geared to various 
student ages have been developed). 

Coordinated internal meeting of managers and staff to begin work on adding 
additional information about unit outages to SUMVIEW. 

Revised draft comiunications plan with message points to various audiences to 
explain the all-in-cost reduction plan of $20-$30 million by year-end 2007. 

Assisted Human Resources in initial planning for May 11 webcast from NRECA 
about rising energy costs nationwide. 

Distributed the next estimate from Pricing on the upcoming Environmental 
Surcharge factor. 

Distributed the March Fuel Adjustment Clause report. 

Answered media calls regarding funding for road improvements to Ky. 89 and other 
issues. 

Continued working with media in Barren and Warren counties to explain the Warren 
RECC transmission projects. 

Touchstone Energy Brand Management 

0 

0 

0 

Completed Cost Containment Team assignment. 

Wrote & produced radio spots for 2"d flight of advertising. 

Wrote & delivered print ads for 2"d flight of advertising. 
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Member Services 

o Met with Inter-County & Perryville Battlefield personnel regarding Perryville battle 
video. 

Worked on booth for Co-op Annual meeting tour. 

Worked with KY NEED on judging school energy projects. 

Produced short video to promote Touchstone Energy Motorcycle Poker Run. 

0 

e 

0 
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elivery Unit 

APRIL 2006 

POWER DELIVERY-OPERATIONS - GEORGE CARRUBA, MANAGER 

The following information is related to system transmission outages and the Average 

Service Unavailability Index (ASUI) and how they reflect Power Delivery Unit's efforts 

towards the key measures used in the corporate scorecard for reliable energy, 

competitive energy and providing service to our member services. 

System Peak - EKPC's coincident peak in March 2006 was 21 15 MWh, occurring at 

hour 2000 on the 2 1 st. Member system requirements for the month of March 2006 were 

1,065,102 MWh, a decrease of -3.8 % below March of last year. Heating degree-days 

for March were 12 1 fewer heating-degree-days than last year. The average temperature 

was 44.9 degrees or 9.5% warmer than normal 

Outage Reports for March 2006 - EKPC Power Supply outages have accounted for 

.04 consumer hours out year-to-date. Of these, none were scheduled and .04 were 

emergency outages. None of these were due to major storms. For the montli of March, 

we experienced three emergency outages affecting three substations and three member 

systems. Three scheduled outages occurred and 12 line requests were also completed. 

Emergency outage reports for the complete system are attached. 

Averape Service Unavailability Index (ASUI) - Through March 2006, our reliability 

measure, ASUI is 4.86 minutes with no major storms. 
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EAST KIENTUCKY POWER COOPERATIVE 
POWER SUPPLIER OUTAGE FWPORT 

March 2006 Page 1 of 1 

Average Hours Outage Per Consumer 

BIG SANDY 

BLUE GRASS 

CLARK 

CUMBERLAND VALLEY 

FARMERS 

FL,EMING-MASON 

GRAYSON 

INTER-COUNTY 

JACKSON 

LICKING VALLEY 

NOLTN 

OWEN 

SALT RIVER 

SHELBY 

SOTJTH KENTUCKY 

TAYLOR COUNTY 

EKPC 

SYSTEM AVERAGE 

THIS MONTH 
EMERGENCY SCHEDULE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.05 

0.00 

0.00 

0.00 

0.06 

0.00 

0.01 

0.00 

0.00 

0.01 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

TOTAL 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.05 

0.00 

0.00 

0.00 

0.06 

0.00 

0.01 

0.00 

0.00 

0.01 

YEAR-TO-DATE 
EMERGENCY SCHEDULE 

0.00 

0.00 

0.01 

0.05 

0.00 

0.00 

0.00 

0.04 

0.05 

0.01 

0.14 

0.00 

0.09 

0.00 

0.04 

0.07 

0.00 

0.04 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

-- TOTAL 

0.00 

0.00 

0.01 

0.05 

0.00 

0.00 

0.00 

0.04 

0.05 

0.01 

0.14 

0.00 

0.09 

0.00 

0.04 

0.07 

0.00 

0.04 

EKPC POWER SUPPIER OUTAGES have accounted for .04 consumer hours aut year to date. Of these 
.OO were scheduled, .OO were due to major storms, and .04 were other emergency outages. 
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Month 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Average Service Unavailability 
Index Report 

JASUI) 

Year 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

2006 

Without 
Major 

Storms 
1Min.l 

0.7914 

4.0745 

4.8597 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

With 
Major 

Storms 
JMin.1 

0.7914 

4.0745 

4.8597 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

0.0000 

Threshold 

2.08 

4.17 

6.25 

8.33 

10.42 

12.50 

14.58 

16.67 

18.75 

20.83 

22.92 

25.00 

Target 

1.58 

3.17 

4.75 

6.33 

7.92 

950  

11.08 

12.67 

14.25 

15.83 

17.42 

19.00 

Stretch 

1.08 

2.17 

3.25 

4.33 

5.42 

6.50 

7.58 

8.67 

9.75 

10.83 

1 1.92 

13 .OO 
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POWER DELIVERY-MAINTENANCE - RICK DRURY, MANAGER 

The main purpose of Power Delivery maintenance is to support the EKPC mission by 
“meeting or exceeding our Member’s electric service expectations by providing safe and 
cost effective maintenance of EKPC’s Power Delivery System.” The ongoing 
maintenance activities in this process are designed and carried out with this mission in 
mind. Below is a scorecard with measures that reflect our progress in meeting this 
mission. 

‘Year-To- ‘Year-To- Yearly 
Key Measures Date Results Date Goal Goal Mission 

Safety 

Accidents 

Inspections 

Electric Service 

Duration 

Cost Effective 
cost 

Member’s 
Expectations 

Member System 
Satisfaction 

Lost Time Accident 
Rate 

Avg. Inspection 
Rating 

ASUI 
(without major storms) 

Operating Cost 
Capital Project Cost 

Member System 
Survey 

0.00 

100% 

4.9 

$1,473,025 
$247,279 

NIA 

0.84 3.3 

98% 98% 

4.75 19 min. 

$2,192,845 $8,6 19,073 
$1,491,021 $3,498,836 

88% 88% 

Notes: 
1. Year to date results and goals through March 3 1,2006. 

POWER DELIVERY - EXPANSION - MARY JANE WARNER, 
MANAGER 

Status reports for the progress of projects “under construction” in Power Delivery- 
Expansion are included in the board book materials. 

(h:AprilOGrpt.doc) 
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Power Delivery Expansion 
APRIL PROJECT SUMMARY 

2006 

Proiects 

0 ~ Project Started 
0 25% - 49% Complete 
0 . 50% - 89% Complete 
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12/01/06 
05/01/06 
05/01/06 
05/01/06 
05/05/06 
06/01/06 
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05/01/07 
05/01/07 
05/01/06 
05/05/06 
05/01/06 
05/01/07 
05/01/06 
05/01/07 
05/01/07 
05/01/06 
12/31/07 
06/01/06 
06/01/06 
12/01/07 
05/01/07 
05/01/07 
12/01/06 
12/01/06 

;=. m 
3 
0 
.L 

01/16/06 

- 

02/28/06 
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Power Delivery Expansion 
APRIL PROJECT SUMMARY 

2006 

-I --I 
0 
m 

0 

C 
0 

a 
P) s c m 
0 .- c .- s .- R 
m P .- N a, 
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8 5 c 

- 
C 

a, 

Projects I 

I I .c 

I I C  

I I k  

05/01/07 I 

12/31/07 
12/01/05 I 
12/01/05 

05/05/06 I 

06/01/07 

J.K. Smith 138 kV - 345 kV Tie Modifications 
Keavy #2 69-12.5 kV, 11.2 MVA 
Keavy-Laurel Co. (Circuit #2), 69 kV, .40 mi. 
KU Bedford Tap L 
Laurel Co. Ind'l Park #2 Sub 11.2 MVA 
Liberty Church 11.2/14 MVA, 69-13.2 kV Sub 

Tap, 1.8 mi L 
Little Mount 161-12.5 kV Distr. Substation 

S 
S 
L 

s 
s 

s 

06/01/06 I 

05/01/07 

12/01/05 I Tap, 6 mi. 1 
Memphis Jct. 161 kV Trans Sub ( 2 Breakers) \. C 

1 Memohis , I d .  - Aberdeen 161 kV 27 mi - r - - -  
C North Clark (Sideview) 345 kV Transmission Station 

Oak Hidge 69-2.5 kV, 11 "2 MVA S ub 
Oak Ridoe Tan 

c 
E 05/05/06 

1 1/01 107 

0 - Project Started 
0 - 25% 49% Complete 
0 50% ~ 89% Complete 
0 .go%- 100% Complete 

S Substation Team 
L LineTeam 
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Power Delivery €xpansion 
APRIL PROJECT SUMMARY 

2006 

Projects 

I SUBS & TAPS CONT'D 
Rowan Co. 138 kV Breaker Addition 
Salmons Substation 161-69 kV (Warren RECC) 
Snow Hill 69-25 kV. 11.21/14 MVA Sub 

S 
S 
S _- _ _  _ _  -. 
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Tap L 
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IWoodstock 11.2114 MVA Substation Is 

IBoone Dist Sub Upgrade 15/20/25 MVA Complete 7 
Boone Co. Station Service Relocation 
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- 8  - - - - - . . 
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er Dist Sub Rebuild 
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SE 
SE 
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Power Delivery Expansion 
APRIL PROJECT SUMMARY 

2006 
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APRIL 2006 

Engineering 

Engineering is supporting the Smith Unit No. 1 and Spurlock Unit No. 4. 

Engineering is also supporting the scrubbers at Spurlock Power Station. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

Environmental 

A meeting was held with EKPC, Division for Air Quality, and Federal officials at 
Mammoth Cave to discuss proper procedures for submittal for the Smith Power Station air 
permit application. Revised modeling protocol is being prepared. 

Discussion has been held concerning the status of EPA’s question on Dale Units No. 1 and 
No. 2. Information is being reviewed and supplied to EPA on the issue. 

The comments received on Unit No. 4 at Spurlock Power Station have been reviewed from 
the Division for Air Quality, and responses were supplied to the issues raised. The 
Division is considering all comments and responses and is preparing their final permit for 
release. 

CEED held a conference call to discuss steps being planned at a national level to address 
“clean coal” generation. 

Comments were received on the Smith’s application with the PSC. Additional input is 
needed on the Environmental Report. Information was submitted as a part of the 
application and is being reviewed and reidentified to the PSC. 

Quarterly reports were filed for air quality emissions and water discharge from the power 
plants. 

The Division for Air Quality is reviewing their requirements for start-up and shutdown at 
generating facilities. The UIE group is addressing this issue. 

These activities support all three of our corporate key measures-reliable energy, 
competitive energy, and services. 
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Production Monthly Report 
Page 2 
April 2006 

EKPC’s coal inventory at the end of April 2006 will be approximately 42 days. The 
inventory is projected to be slightly higher than this level at the end of May and begin to 
decrease through the summer months. 

Deliveries to Gilbert, where possible, have been delayed due to the high inventory. 

A solicitation has been sent out for coal contract supply proposals for the Dale and Cooper 
Power Stations. 

A solicitation has been sent out for limestone contract supply proposals for requirements at 
Gilbert and Spurlock Units No. 1 and No. 2. 

Fuel personnel continue to provide assistance to Production personnel in regards to future 
fuel sources for Gilbert ‘CJnit 3, Spurlock Unit No. 4, Smith Unit No. 1, and future 
combustion turbines. 

A month-long test bum of Tire Derived Fuel in the Gilbert unit was completed by the first 
of April. Evaluations will be made over the coming months to determine the economics 
on a long-term basis. 

Fuel personnel will procure alternate coal basin fuel for test bums to be conducted in the 
upcoming months on Spurlock Unit No. 1 and Gilbert TJnit 3. 

Approximately 7,500 gallons of No. 2 fuel oil were purchased for Dale Power Station; 
7,500 gallons for Cooper Power Station; and 75,000 gallons for Spurlock Power Station. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 
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Production Monthly Report 
Page 3 
April 2006 

Production 

Dale Power Station 

Dale Power Station has generated a total of 298,074 net MWh through March 3 1 , 2006. 
Unit No. 1 was on-line and fully available until April 20th. The unit was derated 10 net 
MW due to replacing the inboard bearing on 1 -A mill. The unit was fully available and 
back on-line April 21". On April 21" the unit had a forced outage due to a water wall tube 
leak. This was repaired and back on-line April 22nd and filly available the remainder of 
the month. Unit No. 2 was on-line and fully available the entire month. Unit No. 3 was 
on-line until April 3rd when a generating tube leak forced the unit off-line. The unit was 
repaired and put on a schedule outage. The unit was back on-line April 12 and fully 
available the remainder of the month. Unit No. 4 was on-line and filly available until 
April 14'h. The unit was taken off-line due to a scheduled turbine/generator overhaul. 

General Electric is on-site for Unit No. 4 turbine/generator overhaul. 

Performance Contracting was on-site to vacuum flyash from Units No. 3 and No. 4 boilers 
and reinsulate Unit No. 3 ID fans and TJnit No. 4 main steam line. RTW Industrial was 
on-site to install refractory in Units No. 3 and No. 4 boilers. B&W boiler inspector was 
on-site to inspect Units No. 3 and No. 4 boilers. They also had personnel doing non- 
destructive testing and assessment on Unit No. 4 boiler and main steam line. Steve Hays 
of Factory Mutual was on-site to inspect Units No. 3 and No. 4 boilers. 

Other routine preventive maintenance was also performed plant-wide by Dale Power 
Station's personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

J.K. Smith Power Station 

The combustion turbines have generated a total of 16,187 net MWh through March 3 1 , 
2006. Units No. 2 ,3 ,4 ,5 ,6,  and 7 were available for the entire month. Unit No. 1 was 
fully available until April loth due to a major overhaul on the unit. 

Preparation and planning is ongoing for Smith Unit No. 1 CFB and combustion turbines 
eight through twelve. 
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Production Monthly Report 
Page 4 
April 2006 

J.K. Smith Power Station (Continues) 

Work is ongoing for the Technician Training Program at J.K. Smith Power Station. 
Internal preventive maintenance is ongoing at J.K. Smith. 

Work started on the major overhaul for CT Unit No. 1. The outage is expected to last 
approximately six weeks. EKPC and Alstom personnel are doing this work. 

Other routine preventive maintenance was performed plant-wide by J.K. Smith Power 
Station’s personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

Cooper Power S t m  

Cooper Power Station has generated 52 1 , 1 13 net MWh through March 3 1,2006. Unit No. 
1 was on-line and fully available for the month. Unit No. 2 was on-line and fully available 
until April 291h due to the scheduled spring maintenance outage. 

Cooper Power Station’s maintenance personnel performed normal preventive maintenance 
tasks during the month. Some of the tasks that were completed were checking TJnit No. 1 
and TJnit No. 2 generator brushes, checked all coal feeders, checked condition of batteries 
in the battery room, serviced all conveyor main bearings, inspected auger sample building 
equipment, performed ball checks on Unit No. 1 pulverizers, changed oil filters on 
instrument air compressors, and serviced Komatsu wheel loader. Also, the preparation for 
the Unit No. 2 spring maintenance outage is in progress. 

Other routine preventive maintenance was performed plant-wide by Cooper Power 
Station’s personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 
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Production Monthly Report 
Page 5 
April 2006 

Spurlock Power Station 

Spurlock Power Station has generated a net equivalent of 2,019,448 MWh through March 
3 1,2006. Unit No. 1 was on-line and fully available until April ISt when the unit derated 
to 225 MW. This happened while bypassing No. 6 feedwater heater due to a tube leak. 
The unit was back on-line the same day. The unit was on-line until April IOth when the 
unit derated to 280MW to overhaul 1A pulverizer. The unit was back on-line April 1 lth 
and remained on-line the remainder of the month. Unit No. 2 was on-line and fully 
available for the month of April. Unit No. 3 was on a forced outage when the month 
began due to an economizer tube leak in the FBAC. The leak was repaired, and the status 
was changed on April 61h for the scheduled annual outage for the boiler and flue gas path 
inspection and repairs. 

Other routine preventive maintenance was performed plant-wide by Spurlock Power 
Station’s personnel. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 
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MAY 2006 

Transmission Planning 

Summary of Future Transmission Projects Identified as of June 2006 

Transmission planning has presently identified the following transmission expansion 
requirements for the ten-year planning horizon (2006 through 201 5):  

e 

e 

e 

e 

e 

e 

e 

e 

e 

e 

300 miles of new transmission line construction, including 55 miles of new 345 
kV line required to relieve existing transmission constraints and to deliver future 
EKPC generation to native load 
1 6 new transmission switching substations, including three new 345 kV 
switching substations required to relieve existing transmission constraints and to 
deliver fbture EKPC generation to native load 
137 miles of re-conductor or rebuild of existing transmission line 
29 new breaker additions at existing transmission substations 
Replacement of one existing transmission transformer 
29 new 69 kV capacitor banks totaling 428 Mvars 
1 80 miles of transmission line requiring high-temperature upgrades 
29 new distribution substations 
3 upgrades of existing distribution transformers 
1 spare generating-step up (GSU) transformer purchase for the E.A. Gilbert Unit 

All of the above numbers include the new 161 kV lines and substations required for 
Warren RECC’s membership in EKPC. 

The primary changes from the report provided in May 2006 are the addition of a 
purchase of a spare GSU transformer for the E.A. Gilbert Unit, the addition of 34 miles 
of new line construction, and the elimination of about 60 miles of line re- 
conductorsh-ebuilds. 

Resource Planning 

The following graphs show the projected winter peak load and capacity resources 
broken down by baseload and other resources. Capacity resources include existing and 
committed resources as noted following the graphs. The peak loads shown do not 
include reserves. The winter graph shows the impact of delays in adding new capacity, 
especially in 2009. EKPC will need to make seasonal purchases of transmission and/or 
power to cover the peak load and reserves. Summer seasonal purchases should not be 
necessary except in 2008, although it may be economical to purchase transmission to 
bring in economy power. 
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Gallatin Steel interruptible load is excluded, along with small interruptible loads. 
lncludes Greenup Hydro generation purchase through Dec 2006. 
Pendleton Co. LFGTE assumed to be on-line January 2007. 
Smith CTs 8-12: 



2 units assumed to be on-line by Summer 2008. 
2 units assumed to be on-line by Winter 2008-09. 
1 unit assumed to be on-line by Summer 2009. 

Warren RECC load data included April 2008. 
Spurlock 4 unit assumed to be on-line by Spring 2009. 
Smith CFB 1 assumed to be on-line by Spring 2010. 
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MAY 2006 

Finance & Risk Management Process - Frank Oliva, Manager 

Treasury Management 

e Cash Management 

EKPC continues to investigate the best possible options of investing excess 
funds to enhance yield and project daily corporate cash needs. On May 3 1 , 
EKPC had $42,387,000 of temporary, short-term investments in general funds. 
Interest rates on investments ranged from 4.63% to 5.01%. $22,299,891 (book 
value) is invested in long-term treasury and government agency securities, 
primarily pledged as security for insurance and post-retirement liabilities. This 
action supports EKPC’s Mission to provide competitive energy to the member 
systems. 

Construction Funds 

In early May, EKPC received advances totaling $2S,000,000 on the 2-8 FFB 
Guaranteed Loan. The funds were transfened to the General Funds. 

The interest rates on our floatindfixed rate pollution bonds through May 3 1 
were: 

Cooper - 6 Month fixed rate - 3 -42% 
Smith - 6 Month fixed rate - 3.68% 
Spurlock -weekly floating rate ranged from 3.38% to 3.97% 

The EKPC Residential Marketing Loan Program has been utilized by seven 
member systems for the purpose of making loans to member-consumers. EKPC 
will make loan funds available to each of its member systems that desire such 
funds. As of May 3 1 , 6 of the 7 1 loans remain outstanding with balances 
totaling $74,679. 

To intensify marketplace opportunities in the area of propane, EKPC has entered 
into Revolving Line of Credit Agreements with four member systems. As of 
May 3 1 , EKPC has purchased $1,566,000 in capital stock and has loaned $0 on 
the line of credit. In addition, EKPC had loaned $3,798,498 to the four 
subsidiary corporations for the purchase of Thermogas’ SO% interest in the retail 
propane joint ventures. The outstanding balance as of May 3 1 was $3,580,166. 

As of May 3 1 , $660,296 plus interest remains outstanding to promote industrial 
development in the certified territory of four member systems through an 
Industrial Development Pilot Project. These actions support EKPC’s Mission to 
provide competitive energy to the member systems. 
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Finance Monthly Report 
Page 2 
May 2006 

e Finance 

The Finance Process continues to monitor and maintain current financial 
information. hi May, the CFC interest rate for lines of credit was 6.75% and the 
CFC variable, long-term rate was 6.90%. FFB interest rates on May 3 1 were 
5.00% and 5.24% for two-year loans and thirty-year loans, respectively. The 
prime commercial rate increased .25% to 8.00%. The interest rate on May 3 1 for 
the CFC thirty-year long-term fixed rate loan was 7.65%. As of May 3 1 , the 
interest rates on EKPC’s Revolving Credit Facility ranged from 5.94% to 6.16%. 
This action supports EKPC’s Mission to provide competitive energy to the 
member systems. 

Budget & Financial Planning 

e Budget 

Prepared actual-to-budget comparison reports for April 2006 for all departments 
and business units. 

Continued monthly analysis of he l ,  purchased power, emission allowances and 
environmental surcharge revenue used in the evaluation of the 2006 projected 
margin. 

Provided historical, current, and projected volume and cost of coal, oil, gas, 
methane gas, emission allowances, and purchased power for the Business 
Management Plan. This information will be used in comparison of historical and 
projected trends of these large expenses for the cooperative. 

Continued to provide information to management for their use in cost 
containment efforts. 

Began annual preparation of reports and files for 2007-2009 budget cycle. These 
actions support EKPC’s mission to provide competitive energy to member 
systems. 

e Financial Planning 

Provided workpapers, assumptions, and calculations to the Public Service 
Commission used in the economic analysis of the construction of a scrubber on 
the Spurlock Power Station Unit # l .  This was the first data request fiom the 
Commission staff for PSC Case No. 2006-00132. 
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Finance Monthly Report 
Page 3 
May 2006 

Participated in the decision team’s study of emissions compliance options for 
Cooper Station. Preliminary economic analysis continued on these various 
options. This action supports EKPC’s mission to provide competitive energy to 
the member systems. 

Risk Management 

0 Insurance - A current insurance schedule is included with this report. 

Property Insurance - 

Builder’s Risk Coverage -Work continues on obtaining Builder’s Risk 
insurance coverage for the additional CTs and Smith # I .  

Employment Practices - Personnel continue to work with L,egal staff on specific 
employment practice suits. 

0 Member Systems Claims for Transmission System Disturbance - No open 
claims. 

0 Energy Risk Management 

Energy Risk Management Policv - The final drafts of the Energy Risk 
Management policy and procedures are being reviewed and will soon go to the 
Audit Committee, serving as the Risk Oversight Committee, for review. The 
policy is to document EKPC’s policies on managing the risk inherent in its 
wholesale energy business. 

EKPC Power Purchase Agreements and Credit Management - EKPC’s credit is 
being reviewed and negotiated for purchases of power, transmission, Financial 
Trading Rights (FTR’s) emission allowances and coal. Risk Management 
personnel continue to obtain, monitor and manage the credit support provided by 
trading counterparties, in the form of parental guarantees and payment netting 
provisions. Agreements are being negotiated with several counterparties. 

- MIS0 and PJM - Risk personnel continue to keep abreast of the evolving 
market. 

Emergency Restoration Plan (ERP) - Distribution in process. 
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