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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 24 

RESPONSIBLE PERSON: Doug Oliver 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 24. 

27, 2006 Order, Item 13. Describe the status of EKPC’s efforts to hire a chief operations 

off c er I 

Refer to page 33 of your response to the Commission’s October 

Response 24. 

November 14,2006. Mr. Bailey will begin employment on January 2,2007. 

EKPC hired a Chief Operatioris Officer, Mr. Mark Bailey, on 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 25 

RESPONSIBLE PERSON: Frank Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 25. 

Service Coverage (“DSC,’) provided for 2006 and 2007, shown in the Commission’s 

October 27,2006 Order, Item 2, were not separated into Mortgage Agreement and Credit 

Agreement amounts, as was provided for 2005 shown in the Commission’s October 27, 

2006 Order, Item 1. 

Explain why the Times Interest Earned Ratio (“TIER,) and Debt 

Response 25. 

extraordinary non-cash charges recorded in calendar year 2005 associated with the 

alleged violations of the Clean Air Act with respect to the Dale Generating Station were 

added back to Net Margins. No such non-cash adjustment is allowable for 2006 or 2007. 

So unless and until there is a cas11 payment made on account of this alleged violation, the 

calculation of TIER and DSC will be identical for the Mortgage Agreement and the 

Credit Agreement in years subsequent to 2005. 

For the Credit Agreement calculation of TIER and DSC, the actual 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 26 

RESPONSIBLE PERSON: Frank Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 26. Explain when the assumed annual increase in base rate revenues of 

$44,162,000 as shown in the Commission’s October 27,2006 Order, Item 2 was assumed 

to be implemented in order to acliieve the 1.15 TIER for 2007. 

Response 26. 

effective as of January 1, 2007. 

The annual increase in base rate revenues was assumed to be 





, PSC Request 27 

Page 1 of 2 

EAST KENTUCKY POWER COOPEFUTIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 27 

RESPONSIBLE PERSON: Frank Oliva/Ann Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 27. 

Order, Items 3 and 4. 

Refer to EKPC’s responses to the Commission’s October 27,2006 

a. On page 2 of 19 in your response to the Commission’s October 

27, 2006 Order, Item 3, explain why the principal payments on long-term debt for 2005 

were significantly higher than those reported for any year from 2000 through 2004 and 

are significantly higher than the projected 2006 and 2007 payments shown in pages 2 and 

3 of 3 in the Commission’s October 27,2006 Order, Item 4. 

b. On page 19 of 19 in your response to the Cornmission’s 

October 27, 2006 Order, Item 3, explain why the principal payments on long-term debt 

are approximately half of the amounts reported for 2005 and each of the 12-month 

periods in 2006 from January tllrough August. 

c. On pages 2 and 3 of 3 in the Commission’s October 27,2006 

Order, Item 4, indicate where the assumed loan advances from the unsecured credit 

facility are reflected in the cash flow statement. 

Response 27(a). 

reported for any year from 2000 tluough 2004 and are significantly higher than those 

projected in 2006 and 2007. hi September 2003, RUS approved a loan application in the 

amount of approximately $433.9 million for the construction of the Gilbert Unit at the 

Principal payments in 2005 were significantly higher than those 
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Spurlock Power Station. Since the referenced loan application was not cleared for 

advances and construction liad begun, EKPC sought alternative financing in the form of 

bridge financing from CFC in the amount of $1 00 million. EKPC had drawn the 

maximum amount on this bridge financing, which had to be repaid upon receipt of the 

unsecured credit facility in September ZOOS. The repayment of this bridge financing 

increased principal payments on long-term debt by $100 million in 2005. 

Response 27(b). 

payments on long-term debt are approxiniately half of the amounts reported for 2005 and 

each of the 12-month periods in 2006 from January through August. As discussed in part 

a to this response, EKPC repaid $100 niillion of bridge financing in September ZOOS. 

This repayment is not within the 12-nwnth period ended September 30,2006, thus 

reducing the total 12-1no11th principal payments. 

For the 12-month period ended September 30,2006, principal 

Response 27(c). On pages 2 and 3 of 3 in Item 4, the assumed loan advances from 

the unsecured credit facility are reflected in the cash flow statements under the heading: 

“Cash flows from financing activities”, sub-heading “Proceeds from long-term debt”. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 28 

RESPONSIBLE PERSON: Frank Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 28. 

October 27, 2006 Order, Item 13. Provide a detailed description of the interest rate swaps 

undertaken by EKPC since this approach was authorized in January 2006. Include copies 

of any interest rate swap agreements executed since January 2006. 

Refer to page 7 of 159 in your response to the Conmission’s 

Response 28. 

January 2006. 

No interest rate swap agreements have been executed since 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

PUBLIC SERVICE COMMISSION REQUEST DATED 11/9/06 

REQUEST 29 

RESPONSIBLE PERSON: David Eames/Ann Wood 

COMPANY: East Kentucky Power Cooperative, h e .  

Request 29. 

Board of Directors for each month of 2006. 

Provide the EKPC Business Unit Monthly Reports submitted to the 

Response 29. Please see the attached information. 





DECEMBER 2005 

Finance, Planning & 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 December 30, 
EKPC had $49,071,493 of temporary, short-term investments in general fixnds. 
Interest rates on investments ranged from 3.88% to 4.16%. $21,349,355 (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 

No advances were requested nor received for December. 

The interest rates on our floatingfixed rate pollution bonds through December 
30 were: 

Cooper - 6 Month fixed rate - 2.85% 
Smith - 6 Month fixed rate - 2.95% 
Spurlock - weekly floating rate ranged from 3.05% to 3.60% 

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 fbnds available to each of its member systems that desire such 
funds. As of December 30, 5 of the 70 loans remain outstanding with balances 
totaling $743 14. 

To intensify marketplace opportunities in the area of propane, EKPC has entered 
into Revolving Line of Credit Agreements with four member systems. As of 
December 30, EKPC has purchased $1,466,000 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 December 30,2005 was 
$3,702,795. 
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As of December 30, $675,346 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. 

0 Finance 

The Finance Process continues to monitor and maintain current financial 
information. In December, the CFC interest rate for lines of  credit was 6.10% 
and the CFC variable, long-term rate was 6.25%. FFB interest rates on 
December 30 were 4.38% and 4.51% for two-year loans and thirty-year loans, 
respectively. The prime commercial rate increased .25% to 7.25%. The interest 
rate on December 30 for the CFC thirty-year long-term fixed rate loan was 
6.80%. As of December 30, the interest rates on EKPC’s Revolving Credit 
Facility ranged from 5.2 15% to 5.525%. This action supports EKPC’s Mission 
to provide competitive energy to the member systems. 

Budget & Financial Planning 

0 Budget 

Prepared actual-to-budget comparison reports for November 2005 for all 
departments and business units. 

Continued monthly analysis of fuel, purchased power, emission allowances and 
environmental surcharge revenue used in the evaluation of the 2005 projected 
margin. 

As requested at the November Board meeting, the 2006 Proposed Budget was 
calculated with a five and ten percent reduction in operating and maintenance 
expenses. This information was provided at the December Board meeting but no 
changes were made at this time. 

The Proposed 2006 Annual Budget and Work Plan was approved by the Board 
of Directors on December 6,2005. The Budget Team continued to review and 
analyze budget data in anticipation of questions from Board members. These 
actions support EKPC’s Mission to provide competitive energy to member 
systems. 
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0 Financial Planning 

Continued preparation of the Twenty-Y ear Financial Forecast and Equity 
Development Plan for 2006-2025. Analysis is done of various financial 
statements including Balance Sheets, Statement of Operations and Cash Flow 
Schedules. Actual operating data and capital expenditures for 2004 and 2005 as 
well as future capital requirements are being reviewed at this time. 

Completed economic analysis of whether or not to install a limestone scmbber 
for Spurlock Unit #1 versus burning compliance coal and purchasing SO;! 
ernission allowances. Various sensitivity studies for the next 30 years were run 
based on fuel prices, limestone costs, capital expenditures, SO2 allowances, fixed 
costs and maintenance costs. These actions support EKPC’s mission to provide 
competitive energy to the member systems. 

Risk Management 

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

- Property Insurance - Staff continues work on the property renewaVplacement. 
Current work in on the property evaluation worksheets for equipment 
replacement values. A rate increase is anticipated. 

Smith CT #2 C l b :  Personnel continue to work with FM Global on this claim. 
FM GlobaI is preparing inspection reports and field information they would like 
to have &om Alstom. FM is planning to do additional testing on the blades and 
vanes. 

Builder’s Risk Coveraye -Work is progressing on obtaining Builder’s Risk 
insurance coverage for the additional CTs and Smith #l. 

Excess Liability Program, Marine and Crime Insurance - Two minor GI-, claims 
are in process. 

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

0 Member Systems Claims for Transmission System Disturbance - no open 
claims. 

* Energy Risk Management 
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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, emission 
allowances and coal. Invoices have been prepaid with Cargill for purchased 
power to keep EKPC’s line of credit open. EKPC has posted cash collateral with 
MISO to extend its credit limit. EEI power purchases and sale agreements are 
being negotiated with other counterparties. 

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

e Emergency Restoration Plan (ERP) - The E W  was approved by the Board in 
December. The plan will be distributed the first part of January. 

Resource Planning 

* Certificate Filing for Smith Generation 

An application for certificates of public convenience and necessity and site 
compatibility was filed with the PSC January 3 1, for approval to construct Smith 
CTs 8-12 and Smith CFB 1. Responses to data requests from the PSC were filed 
March 3 1 and August 1. The public hearing was held on November 29. A data 
request was made by the PSC and the response will be filed by December 22. 
Resource Planning provided an analysis of the potential cost of delaying CTs 9- 
12 for the data request. This action supports EKPC’s Mission to provide 
competitive energy to the member systems and Finance & Planning’s Mission to 
maintain compliance with regulatory agencies. 

* Development of 2006 IRP 

Resource Planning is working on various analyses and gathering information for 
use in the 2006 W. This action supports Finance & Planning’s Mission to 
maintain compliance with regulatory agencies. 
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0 Financial Forecast 

Resource Planning provided projections of generation, fuel use, and purchases 
and sales for the Financial Forecast. This action supports EKPC’s Mission to 
provide competitive energy to the member systems. 

e EIA Data Requests 

Resource Planning personnel continue to comply with expanded data requests 
from the Energy Information Administration including monthly updates that 
became effective in January 2005 for various types of information such as 
demand, capacity, and generator information. This action supports Finance & 
Planning’s Mission to maintain compliance with regulatory agencies. 
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2006 
2007 

______- 
Monthly Power Supply Update for 

EKPC Fuel & Power Supply Committee - 1/10/06 

2,709 2,193 325 263 
2,815 2.277 338 273 

Capacih vs. Load Summary 

3,034 
3,153 
3,249 
3,852 
3,967 

2,456 2,707 2,503 -327 47 -0.1% 14.1% 
2,550 2,679 2,463 -474 -87 -4.8% 8.2% 

80 -7.7% 14.9% 3,076 2,679 3,156 -570 
3,173 3,416 3,130 -436 -43 -0.7% 10.5% 
3,264 3,684 3,398 -283 134 4.0% 16.6% 

- 
I '  

2008 2,901 
2009 3,439 
2010 3,542 

Reserve 
Margin (YO) Committed 

2,746 348 330 
2,833 413 340 
2,914 425 350 

Year 

- 
2006 
2007 
2008 
2009 
2010 

Breakdown of Existing and Committed Capacity 

SEPA Landfill Total 
Hydro Gas Capacity Purchases Combustion 

Coal Fired Turbines 
Win Sum Win Sum Win Sum Win Sum Win Sum Win Sum 
1,655 1,655 842 626 30 40 170 170 10 12 2,707 2,503 
1,655 1,655 842 626 0 0 170 170 12 12 2,679 2,467 

12 2,679 3,156 1,655 1,933 842 1,041 0 0 170 170 12 
1,907 1,907 1,327 1,041 0 0 170 170 12 12 3,416 3,130 
2,175 2,175 1,32711,041 0 0 170 170 12 12 3,684 3,398 

--- 

NOTES: 
*Reserve Margin goal is 12% in summer. 
Gallatin Steel interruptible load is excluded, along with small interruptible loads. 
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 June 2008. 
Warren RECC load data included April 2008. 
Spurlock 4 unit assumed to be on-line June 2008. 
Smith CFB 1 assumed to be on-line November 2009. 
Includes L,aurel Ridge #5 December 2005, and Hardin Co LFGTE Plant February 2006. 
Includes Greenup Hydro generation purchase through December 2006. 
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Accounting and Materials Management Process - Ann Wood, Manager 

General Accounting 

Accounts payable wrote 1,193 checks in December totaling approximately 
$3 1,659,000. 

East Kentucky Power Cooperative 

As of November 30,2005 
Fuel Adjustment Comparison with Kentucky Utilities 

Jan-04 15.60 22.15 6.55 14.94 14.62 -0.32 
Feb-04 15.60 19.61 4.01 14.94 15.65 0.71 
Mar-04 15.60 20.25 4.65 14.94 15.32 0.38 + Apr-04 15.60 19.80 14.94 16. I .20 
May-04 15.60 18.79 3.19 14.94 15.02 0.08 
fi Jun-04 5.60 20.93 4.9 16.27 . 3  

JuI-04 15.60 20.46 4.86 14.94 16.46 1.52 
Aug-04 15.60 22.39 6.79 14.94 17.07 2.13 
1 .9 8. 0 .I Sep-04 15.60 20.87 

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 I 
Dec-04 15.60 26.85 11.25 14.94 17.73 2.79 

7.79 14.94 18.46 3.52 Feb-05 15.60 23.39 
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 5.12 
May-05 20.25 21.90 1.65 18.10 19.28 1.18 
Jun-05 20.25 25.16 4.91 14.94 24.1 2 9.1 8 
JuI-05 20.25 25.69 5.44 18.1 0 24.81 6.71 
Aug-05 20.25 31.34 I 1  -09 18.10 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 18.1 0 20.41 2.31 

. 

> an-05 5.60 28.28 1 .94 8.1 .20 
' 

' 
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Crowe Chizek Audit 

Crowe Chizek completed interim audit procedures in December. Year-end 
fieldwork will begin February 6,2006. 

Materials Management 

Purchasing team members attended an Institute of Supply Management web-cast 
to learn more about recent changes to the Certified Purchasing Manager (C.P.M.) 
program; these changes will affect future development paths for several team 
members. A new temporary team member, Bill Stanfield, began working with the 
Warehouse team; his primary duty is the delivery of materials to job sites, 
cooperatives, and service centers as needed. Materials team members in both 
purchasing and the warehouse have been busy with end-of-the year ordering and 
receiving of materials, vehicles, and other items. This activity included renewal of 
approximately 1 18 blanket orders and eight (8) contracts. 

The Winchester Warehouse inventory decreased during November by $2 16,460, 
with an ending balance of $10,3S6,90S. Stock-related material handled during the 
month totaled $912,829, and included material issued for nineteen (19) Power 
Delivery Expansion projects, and credits for twelve (12) projects. 7,336 gallons of 
fuel was pumped at the facility during November; 7,336 gallons of unleaded was 
purchased at a cost of $1.92/gallon. No diesel was purchased. 

Payroll 

The payroll department is starting to prepare for year-end processes. Payroll 
continues to monitor the self service module in Peoplesoft and offer support as 
required. 

Plant Accounting 

e Inventory - All physical inventories have been completed. 

e Assets - Information has been provided to Gannett-Fleming for the 
depreciation study. 

M 9  
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Pricing Process - Rill Bosta, Manager 

EKPC/LG&E Transmission and Interconnection Agreement Dispute 

On December 16 all parties filed initial Briefs on Exception to Administrative Law 
Judge Herbert Grossman’s Remand Decision in the case. LG&EKU, EKPC, 
Gallatin and the FERC Trial Staff all pointed out that the Judge’s proposed 
solution for LG&EKTJ to attempt to include all “MWH throughput” in the 
denominator of the transmission rate calculation for service to EKPC, and thus 
lowering the transmission rate level, was not possible due to data availability, nor 
even legal because the information was not in the record. Rather, all parties 
focused on their filed recommendations for the Commission’s consideration in its 
review of the Judge Grossman’s Novernber 16 decision. From EKPC’s 
perspective, the FERC Trial Staffs insistence that the full Commission recognize 
that rate pancaking has occurred, at a cost to EKPC of $3.5 million, is 
encouraging. 

The parties filed Reply Briefs on Exception on January 3,2006. While the 
Commission is required to rule on Judge Grossman’s Order, the Commission is 
under no deadline to rule on the case and the rated being billed by LG&E to EKPC 
remains 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) 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 .S  million refund cited by the 
FERC Trial Staff is in addition to the $1.4 million noted above. 

This project will enable EKPC to continue to strive to provide reliable service at a 
competitive price. 

Vanceburg-Grayson Agreement 

The parties are in the final stages of reviewing the proposed Agreement to reflect 
the terns of the settlement reached at the October 24,2005 meeting. The parties 
agreed that Vanceburg would serve customers in the “contested area” in exchange 
for providing Grayson with a portion of the revenues received by Vanceburg for 
service to those customers. The Agreement outlining the terms and conditions of 
service will be subject to approval by the Board of Directors for the City of 
Vanceburg and by the Grayson and EKPC Boards. The Agreement will also be 
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filed with the Kentucky Public Service Commission for acceptance. It is 
anticipated that the Agreement will be effective beginning February 1 , 2006. This 
project helps EKPC meet its goal of providing excellent cixstomer service to its 
Member Systems. 

Environmental Surcharge ImplementationEmission Allowance Strategy 

On December 20, EKPC submitted its sixth monthly report to the Commission for 
~ the Environmental Surcharge factor. EKPC filed a factor of 10.76% to be applied 

to service rendered in December and billed in January 2006. EKPC also filed 
environmental surcharge factors on behalf of each of the sixteen member systems, 
ranging from 7.06% to 9.34%. This project helps EKPC maintain financial 
stability while meeting all regulatory compliance issues. 

EKPC 
Expense 
Month 

0 
Dec-05 
Jan-06 
Feb-06 
Mar-06 
Apr-06 
May-06 
Jun-06 
JuI-06 
Aug-06 
Sep-06 

Nov-06 
Oct-06 

12-month 
Rolling AVG 

Revenue 
(2) 

$47,961,738 
$48,279,102 
$49,003,127 
$49,479,332 
$50,347,548 
$50,915,296 
$51,142,233 
$51,423,262 
$51,745,933 
$51,693,599 
$51,736,927 
$52,282,185 

Estimated 
Net Revenue 
Requirement 

(3) 

$3,055,570 
$7,254,392 
$6,613,649 
$6,698,100 
$5,780,853 
$6,527,206 
$7,246,573 
$7,641,805 
$7,527,463 
$6,559,995 
$5,526,501 
$5,913,876 

Dec-06 I $53,263,308 I $6,958,753 

Est. Monthly 
Environmental 

Surcharge 
Factor 

(4) 

5.86% 
14.52% 
12.99% 
13.03% 
10.97% 
12.31 Yo 
13.66% 
14.35% 
14.04% 
12.18% 
10.17% 

12.55% 
10.80% 

hrrent SO2 price is $1,560 per allowance as of December 20,2005. 

Current NOx price is $2,850 per allowance as of December 20, 2005. 
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Gallatin Meeting 

As a follow-up to information presented to OwedEKPC regarding NOx and SO2 
costs, a meeting was held with Gallatin on December 16. OwedEKPC offered 
information in support of our position for recovery of emission allowance cost 
during the last two years of the prior contract. Further discussions are scheduled to 
occur in an attempt to resolve this matter. This project helps EKPC meet its goal 
of providing reliable service while maintaining financial stability. 

Internal Audit & Performance Measures - Graham Johns, Coordinator 

Internal Auditing 

Jackson Energy Cooperative-Presented internal audit reports on Employee 
Expenses, Field Collections, and Capital Credits to the board of directors on 
December 9. 

Clark Energy Cooperative-Fieldwork on the internal audit of employee travel 
and out-of-pocket expenses has been completed and the report is being written. 

Inter-County Energy Cooperative-Fieldwork on the internal audit of meter 
reading has been completed and the report is being written. 

Education, Training, and Information 

Zudiak Business Finance & Strategy Training Program-Co-facilitated 
sessions at Jackson Energy Cooperative on December 5 and 7 .  

Annual Audit 

Continued assisting Crowe Chizek with the annual audit by auditing work orders. 
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Credit Union Process -- Brian Tyler, Process Owner 

November 2005 Financial Report 

Loans 
Investments 
Total Assets 

Liabilities 
Deposits 
Equity 

Interest on Loans 
Investment Income 
Total Income 
Total Expenses 

Retained Earnings 
M D  Retained Earnings 

12,846,664.87 
3,144,997.39 
17,651,508.1 3 

2,068,183.62 
13,157,362.83 
2,220,879.97 

57,550.89 
11,019.47 

63,625.25 

5,809.77 
1 16,620.22 

69,435.m 

Credit Union’s New Loan Process has begun 

The Credit Union began offering the EZ-Loan in December. The new process 
requires less documentation from borrowers resulting in a quicker turnaround 
time from the Credit Union and will be a huge step in offering better service to 
the members, especially those who are not located in the headquarters building. 

dgefdd 
c: Directors & Alternate Directors 

Executive Staff 
Finance & Planning Staff 
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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: 

o Developing and implementing legislative and public affairs strategies. 
o Promoting the Cooperative program by educating elected officials and staff at all 

levels of government. 
o Establishing and maintaining working relationships with other organizations, 

interests and communities. 

Met with KAEC and member system managers regarding the Jackson Energy 
propane case to discuss potential legal and legislative efforts. 

Met with co-op lobbyists to discuss a unified position on the municipal joint action 
bill. Met with electric industry lobbyists to discuss a draft list of “guiding 
principles” on the MEPAK bill. Revised the principles list to reflect the co-op 
position. Participated in a conference call with electric industry lobbyists, MEPAK 
and Rep. Mike Cherry, the bill’s sponsor. Continued working with industry 
lobbyists to refine the principles list in order to send it to MEPAK, Rep. Cherry and 
the Legislative Research Commission (at the request of Sen. Bob Stivers, co-chair of 
the legislature’s Special Subcommittee on Energy). 

Attended a meeting of the KAEC Legislative Committee to discuss issues in the 
2006 General Assembly, including municipal joint action, eminent domain, the 
Jackson Energy case, Big Rivers’ contract with E.on and others. 

Developed and distributed a legislative preview edition of Currents, EKPC’s 
electronic newsletter on legislative activities in Frankfort. 

Attended the Legislative Research Commission meeting in Frankfort. 

Attended the Special Subcommittee on Energy meeting in Frankfort. Libby 
Marshall, lobbyist for MEPAK, outlined the municipal joint action bill. The 
Supreme Court decision on the Jackson Energy case was presented as an 
informational item. 

Met with Government Strategies to discuss strategy for the 2006 session. 
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overnmental A s 

Attended the Administrative Regulation Review Subcommittee in Frankfort, which 
unanimously approved the state hours of service regulations. EKPC coordinated an 
electric industry amendment to the state regulations so they would mirror the HOS 
blanket exemption that was passed by Congress in the highway reauthorization bill. 
The state regulations now have to be approved by the House and Senate 
Transportation committees in January in Frankfort. 

Met with the Kentucky Office of Energy Policy regarding potential legislation on 
timelines to issue air and generation construction permits. 

Continued discussions with electric lobbyists and some legislators on home energy 
assistance in the winter of 2005-06. Rep. Tanya Pullin has announced plans to file a 
bill that would prohibit cut-offs for elderly and low-income customers. 

Continued working with Environmental team to obtain an air permit for Spurlock 
#4. 

Continued developing a Governmental Affairs web page for external and internal 
use. 

M 15 



esources & SUD I 
DECEMBER 2005 

0 Mission for the Cooperative: 

Providing reliable wholesale energy on a competitive basis 
Supporting the member systems in providing retail energy and related services 

e Business Unit Key Measures: 
Managing costs 
Ensuring the safety and well being of EKPC employees 
Providing appropriate corporate staffing requirements 
Providing effective communications 
Complying with all laws and regulations 
Providing appropriate and effective information systems and telecommunication 
networks 

Human Resources and Support Services Process 

Corporate Support Services Team 
Managing HR Information Systems 

o Attended Disaster Recovery Training, which supports the goals of Ensuring 
the safety and well being of EKPC employees. 

+ Entered into an agreement with Agility Recovery Services to provide mobile 
units to house 48 employees in case of a disaster at the Headquarters 
location. This initiative supports continuing information, communication, 
finance and computer networks in case of a disaster at headquarters. 

Records Management 
o To comply with the Records Retention Schedule, 17 boxes and six 

miscellaneous files were prepared for off-site storage and ten boxes were 
refiled. 

+ In support of the Records Retention filing system, Kentucky Underground 
Storage, Inc. (“KUSI”) delivered six boxes this month. 

+ In support of the Records Retention filing system, a trip was made to KUSI 
this month to refile 45 boxes, 22 miscellaneous files, 22 tapes and to retrieve 
three boxes. 

+ To comply with the Records Retention Schedule, the Records Management 
Coordinator met with a representative from Huron Consulting Group 
(formerly know as Records Improvement Institute LLC) to discuss the 
updates to the Records Retention Schedule. 

Administrative Policy A01 0 - Educational Assistance Program and to 
Administrative Policy A012 - Paid and Unpaid L,eave of Absence. 

+ In support of J E P C  Business Units, proposed changes were made to 
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uma esources u I 
o In support of the Records Retention filing system, 14,432 pages have been 

proofed and 3,207 pages of infonnation have been prepared for microfilm. 

This supports the key measure Competitive Energy by helping preserve and retain 
cooperative information. 

o In support of continued development of team members, the Records 
Management Coordinator attended the Association for Information 
Management Professionals (“ARMA”) monthly meeting this month. 

o In support of continued development of team members, the Records 
Management Coordinator attended a two-day class on Intermediate ACCESS 
2000. 

Management Coordinator went on a tour of KTJSI facilities this month. 
o In support of continued development of team members, the Records 

This supports the key measures Reliable Energy, competitive Energy and Member 
Services by establishing relationships with other organizations. 

Travel and Meetings 
Provide assistance for on-site/off-site meetings 

o Setup for the Holiday Board Meeting and program for the Board members 

1) Attended a Client Appreciation at the Sheraton Suites in Lexington. 
o Set up a new contract for the Board of Directors hotel accommodations with 

spouses. 

the Residence Inn in Lexington. 

Support Services 
Provide telephone operations, sort/distribute mail, and copy projects. 

o Attended a 2000 Access Intermediate Class. 
o Attended a monthly M A  meeting. 
o Mailed out 640 letters of New Wellriess Benefits 
o Mailed out 825 letters for the Annual Reports for the Health Benefit Plan. 
o Took a tour of the Kentucky Underground Storage, where some EKPC’s 

records are held. 

Benefits 

Provide employees with the most current information regarding benefits and EIWC 
policies. 

o Distributed initial communication regarding the Disease Management 
Program that will begin in January 2006. This program will help to reduce 
medical costs to the Cooperative by helping employees with certain diseases 
get proper treatment and encourage them to take their medicine and remain 
compliant with follow-up treatment. 
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urnan Resources Support Services 

+ Distributed notice of 2006 401k maximum(s) to employees now contributing 

+ Distributed annual Deferred Compensation notices for 2006. 
the maximum. 

To provide accurate benefit billing notifications to retirees, disabled, survivors, and 
COBRA participants. 

+ 2006 Billing statements were sent to retirees, disabled, survivors, and 
COBRA participants. 

Corporate Training & Safety Compliance 
Assess, develop, and facilitate multi-delivered training and other programs to improve 
performance both professionally and personally; share information and knowledge 
critical to the success of EKPC. 

+ Facilitated training for leadership on Workplace Violence and Accident 
Reports. 

+ Routine duties 

Develop an ongoing EKPC leadership development program that will provide EKPC 
with present and future leadership skills for success. 

+ Evaluated 2005 program to sue for 2006 development 

Coordinate Member Systems’ training, education, and strategic planning needs and 
community or other stakeholder programs as needed. 

+ Routine duties 

Improve and implement Teaming with Excellence (orientation program) and the 
Educational Assistance program. 

+ Routine duties 

Coordinate and assist with the EKPC President & CEO annual appraisal. 
+ Routine duties 

Coordinate EKPC Board of Director’s Training and Member System Director’s 
Training. 

+ Routine duties 

Manage Medical Surveillance/Commercial Drivers License ProgradCorporate Drug 
Testing ProgrdWorkers  Compensation Program. 

+ Renegotiating contract with Meadowview Regional Medical Center. 
+ Routine actions. 
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Workers Compensation 
Administers EKPC workers’ compensation and automobile self-insured programs and 
polices complying with state regulations. 

+ Finalized Safety Awards for distributions. 
o Met with ASC regarding Third Party Administrator contract renewal. 
+ Trial run on the new OSHA 300 form. 
+ Begin gathering data for simulated premium report. 
+ Provide monthly Worker’s Comp reports and statistical updates to Business 
Unit L,eaders, Process Managers, HR Managers and Safety Coordinators to 
continually monitor on-the_job accidents and prevention by tracking types and 
causes of on-the-job accidents and targeting those areas for improvement. 

Inspect work procedures of all EKPC teams to determine compliance with OSHA 
standard; Report to OHSA and PSC as needed; Keep EKPC in compliance. 

+ Working with two vendors concerning MSDS on-line. 

Employee Relations 
Share knowledge, information, and expertise on issues related to all areas of human 
resources and/or business practices. 

+ Initiated the recruitment and selection process for several positions. 

Development of Strategic Staffing/Succession Plan. 
+ Worked with various managers in regard to filling required staff and needed 

rep1 acements. 

Monitor and administer EKPC’s Performance Management System (PMS). 
o Reviewed completed performance evaluations and pay change notices for 

appropriateness and completeness. 

Partner with business units to understand their human resource issues, develop strategies 
to address those issues, and to be a resource to them. 

+ Partnered with various business units to fill open positions through the 

+ Coached management in handling performance issues. 
targeted selection process. 

Information Technology Process - Wes Moody, Manager 

Provide support for the PeopleSoft E W  system 
PeopleSoft HRMS Version 8.8 

+ Payroll -Applied Tax Update 05E to HRTEST. 
o Time and L,abor - Update for TL 8.8 SPl Bundle #2 has been applied. 

PeopleSoft Fiizaizcials Versioiz 7.5 
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o Project Costing - Developing new Crystal Report process to deliver a Work 
Order Analysis for Power Delivery over the EKPC Intranet. 

Peoplesoft is an enterprise resource-planning tool that integrates company financial and 
human resource infomation 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. 

Support MV Reports Application 
4 The Upgrade of this application to the VB.Net standard has been completed, 

with parallel testing being completed this month. 
This supports key measures Competitive Energy by providing information used in 
analysis of energy usage for various types of loads. 

Support Power Billing System 
o Began modifications to production reports to include the upcoming surcharge 

calculation. 
This supports key measures Competitive Energy by providing the means for quickly 
calculating an accurate bill. 

Enhance Production Management Reporting System 
4 Parallel Testing of daily information at J.K. Smith. 
o All reporting requirements have been developed, and being reviewed by 

users. 
This supports key measure Competitive Energy and Reliable Energy by providing the 
capability to automate the Fuel Evaluation Process within the Production Business Unit. 

Enhance Coal Accounting System 
o Programming changes are being requested by the Fuel process to 

accommodate the Coal Buyers in procuring coal during this time of 
increasing coal costs. Coal companies are currently asking for reduced 
penalties and increased premiums for certain qualities of coal. EKPC must 
change their usual practices in buying coal in order to obtain coal in the 
current market. 

This supports Competitive Energy and Reliable Energy by providing the reporting 
and accounting capabilities for the new unit at Spurlock Station. 

Enhance Line Inspection System 

This supports Competitive Energy and Reliable Energy by providing line inspection 
reporting capabilities for the Power Delivery Business Unit. 

o Compiling enhancement requests for current version. 
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esources ort Services 

Redesign EKPC's Websites - InternetExtraneUIntranet 
+ Added information page for Smith #I  project on public web site, containing 

press releases, contact information, and project details. 
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 
+ The Computer Support Line resolved 66 support calls during the previous 

period. 
+ Handled two LAN outages due to failed network switch at HQ. 
I) Upgraded EPRI Easyweb application for Power Delivery 
I) Worked on mail servers due to traffic caused by S0ber.X outbreak during 

Thanksgiving weekend. Made revisions to filter rules that better handle mail 
traffic during a virus attack No EKPC computers were infected. 

o Assisted Facilities team with upgrade of their security camera system, which 
runs through our network. 

+ Met with representative of Gateway computers. 
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 
+ A phone line has been ordered for Upchurch substation. 

New RTTJ circuits were added at McCreary County, Wayne County, and 
Tyner switchyards. 

This supports key measure Reliable Energy by providing the ability to get substation 
information and do remote switching. 

Maintain the Telecommunications System 
+ Floor repairs were made to the microwave building at Burnside. 
I) Routine maintenance was performed at four microwave sites. 
o On 12/14/05 repairs were made to the Starpoint microwave radio at Stanton. 
+ The battery was replaced in the Tyner emergency generator and the unit was 

test run. 
o Wayne County's dish antenna was realigned after high winds turned it. 

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 
I) JK Smith phones and data circuits have been cut over to the new system. 
I) Dale Station phones and data circuits have been cut over to the new system. 
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ort Services I 
+ All circuits at Baker Lane and West Berea have been cut over to the new 

digital system. 
+ Two T l s  and a 256 Kbps data circuit were installed between BGE's 

Nicholasville Office and Renaker. 
o A new Dispatch Dial circuit was installed at Spurlock plant; now every plant 

is connected to the new system and all links have been tested. 
o A new circuit was installed to an RTU at JJS Smith Office. 

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 Perfonnance Measures 

+ Annual O&M Budget - On Budget. 
+ Lost Time Accident Rate - 0.0 
+ WAN Availability - 100.0% 
0 LAN Availability - 99.8% 
+ Two-way Radio Availability 

o Member System Base Stations - 99.58% 
o EKPC Base Stations - 99.92% 

+ Application Availability -100% 
+ Data Circuit Availability- 99.49% 
+ On-Time 555 Problem Resolution - 98.4% 
+ Customer Satisfaction Index 

+ PBX Availability - 100% 
o NCS Team - 100% 
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DECEMBER 2005 

Pending Litigation against EKPC 

1. 

2. 

3 .  

4. 

Brenda Milton v. EKPC, et a1 (Einploynzeiit Discrimination Lawsuit.) - Clark Circuit Court. 
On November 2 I , 200 1 , 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. EWC filed a 
motion for a more definite statement which was heard by the Court in December 2001, 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 intends to file its Motion for Summary Judgment the first week in 
January 2006. 

Dorsey McCarty, et 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 plaintifrs counsel as ordered by the court. 

Uhited States ofAmerica v. EKPC (Clean Air Act Enforcement) - 7J.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 an Answer thereby 
setting in motion a procedural timetable to be established by the Federal District Court. 
That timetable has now been established leading to a trial date in May 2006. 

Attorneys from Hunton & Williams updated the Board in December 2005. 
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S .  Anthony Stevens v. EKPC - U.S. District Court for the Eastern District of Kentucky. 
On September 1 , 2004, Anthony Stevens sued the Company alleging that he is an 
African-American and that despite his superior qualifications for a position as a 
Coal Yard Operator, lie was denied the opportunity to interview for and take a 
written test for that position at EKPC’s Spurlock Power Station because of his race. 
Stevens seeks an Order from the Court allowing him to take the written exam, to 
order EKPC to interview and consider hiring him, and for all other relief “as the 
Court may deem just and proper.” EKPC has filed an Answer to the lawsuit 
denying the claims of the plaintiff and intends to vigorously defend the case. 
Plaintiff‘s first set of discovery has been answered by EKPC. Plaintiffs counsel 
has filed a motion to withdraw as counsel. 

6.  Enviropower LLC v. EKPC (temporary injunction lawsuit)(Spurlock 4 )  - Court of 
Appeals. Enviropower has filed an appeal to the Franklin Circuit Court of the 
Public Service Cornmission’s issuance of construction certificates for EKPC’s 
Spurlock 4 7Jnit. EKPC contends that Enviropower lacks standing to appeal that 
action by the Commission and plans to seek dismissal of Enviropower’s Complaint. 

7. Erzviropower v. EKPC (Smith Generation) - The Franklin Circuit Court has granted 
the motions of EKPC and the PSC to dismiss the complaint of Enviropower which 
sought review of the Commission’s denial of intervention in the Smith generation 
certificate case. The earlier complaint of Enviropower, relating to the 
Commission’s denial of intervention in the Spurlock 4 certificate case, resulted in a 
denial of Enviropower’s demand for a temporary injunction to prevent a hearing in 
that case. That denial was reviewed and upheld by the Kentucky Court of Appeals 
and Supreme Court. The Franklin Circuit Court ruled that all of the arguments of 
Enviropower for intervention in the Smith case had already been litigated and 
decided. Enviropower will likely appeal this dismissal, but the higher courts should 
uphold it, consistent with their prior decisions. 

Pending Litigation for EKPC 

1. Substation Vandalism (EKPC v. Caudill, Middleton & McElroy) - Garrard Circuit 
Court. Judgment was entered in favor of EKPC against these three individuals for 
damages in the amount of $126,OOO 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, $68,097.72 on the Judgment has been collected from the defendants. 

2. EKPC v. Greenwich Insurance 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 
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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. 

Claim and Topics 

1. 

2. 

3. 

4. 

KU and LG&E v. EKPC (FERC Proceedin4 - On September 18,2002, KU and LG&E 
filed with the FERC a proposed restructuring of two agreement with EKPC. The first is an 
Interconnection Agreement dated 511 1/1995, 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”) tariff. EKPC objects and contends that the 
two agreements may not be modified since earlier amendments to the agreements, in 
conjunction with the KU/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 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 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 
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. 

PSC Case No. 2005-00053- (Smith Generation Certificates) - The Commission held a 
hearing in this case on November 29. Information Requests have been answered by EKPC 
concerning analyses of the timing of the installation of proposed combustion turbine units 
at the J.K. Smith Generating Station as well as a schedule of projected operation of the 
Smith Station combustion turbines, after construction of the proposed units on the current 
schedule. 
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5. 

6. 

FERC Case No. TXO.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 
iniplement the interconnections, the task of doing so now falls to the FERC. 

Conii?ionweaIth 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. 

Dale W. Henley 
General Counsel 

c: Dave Eames (for distribution) 
(N:legal\mon thlyreports\mmov05) 
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Mem ervices 

DECEMBER 2005 

Non-Traditional Power Production Process 

0 Working with finance to pursue $1 8 million dollars of Clean Renewable Energy 
Bonds for current and fkture renewable energy projects. 

0 Received executed Landfill Gas and Site Lease Agreements from Rumpke for the 
Pendleton County L,andfill Gas to Electric Generating Project. Commercial 
operation is targeted for mid January 2007. 

0 Unit # 5 at L,aurel Ridge went commercial. 

0 Met with Allied Waste about the status of the gas collection system improvements at 
Green Valley Landfill. 

0 Met with Waste Management about the status of gas collection improvements and 
Laurel Ridge and other potential WM sites for possible development by EKPC. 

0 Met with Karen Regor of KY NEED Program regarding the addition of a landfill gas 
to electric generation segment to the schools renewable energy portfolio. 

0 Working with KET for EnviroWatts ads for 2006. 

0 Running EnviroWatts ads with three NPR radio stations. 

Marketing & Natural Resources Process 

Conducted PartnersPlus meetings at Nolin RECC and Blue Grass Energy. 

Met with representatives of John Conti and Wallingford Coffee Company about 
providing Touchstone Energy Coffee. 

Made site visits to Grayson RECC, Jackson Energy, CVRECC, Salt River RECC and 
Taylor County RECC. 

Attended the Kentucky Herpetological Society meeting in L,ouisville. 

Met with representatives of the Kentucky Heritage Council concerning archaeological 
sites within the proposed Wilson-Aberdeen Transmission Corridor. 

Met with Bob Wade and Randy Seymour to determine level of support for the 
Kentucky Chapter of the Nature Conservancy. 
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Met with KAEC staff to discuss joining forces on future meetings involving EKPC, 
Touchstone Branding and KAEC. 

Attended the Member Services Advisory Committee meeting at AllTech Incorporated 
Headquarters in Nicholasville. 

EKPC received 5000 more tubes of caulk compliments of Dow Chemical in 
Elizabethtown. To date, Dow has donated 10000 tubes to aid in lowering heating cost5 

Met with representatives of Sylvania Lighting to discuss providing some of their 
CFLs to our members. 

Met with Emmanuel L,evy with the Manufactured Housing .Research Alliance to 
discuss new efforts with the Touchstone Energy Manufactured Home. 

Listed below are the Environmental activities for this month: 

Jennie Rogers Elementary, Boyle County Elementary, Inter-County Energy; Clark 
County Christian Scllool, Clark Energy; Elkhorn Elementary, Huntertown Elementary, 
Saffell Street Elementary, Blue Grass Energy; St. Gregory, Salt River Electric; 
Shopville Elementary, South KY RECC; Highland Elementary, (2 days), Farmers 
Elementary; Walker Intermediate, N o h  RECC 

Construction Projects Involving Environmental Activities for December: Smith- 
Sideview 345/69 kV Substation and Transmission Project, Cranston-Rowan 138 kV 
Transmission Line, Gap of the Ridge Sub and Tap, Headquarters Sub and Tap, 
Wilson-Aberdeen, Memphis Junction- Aberdeen, GM-Memphis Junction, Barren 
County-Oakland-Magna, Beam-Tichenor, Peridleton County L,FGTE. 

Followed up on a land owner complaint concerning erosion control for the Little 
Mount Substation and Tap Project. Spoke with the Division of Water and it was 
determined that EKPC was in compliance with all permits and requirements 
regarding erosion avoidance measures. 

Met with Cultural Resource Analysts concerning the archaeological and cultural 
resources that may be impacted on the Wilson-Aberdeen and Memphis-Junction to 
Aberdeen projects. 

Met with the Kentucky Heritage Council in regards to the possible cultural and/or 
archaeological impacts associated with the Memphis Junction - Aberdeen and 
Wilson - Aberdeen projects. 

Established a consulting parties meeting to satisfy Section 106 Consultation 
guidelines for the Memphis Junction - Aberdeen and Wilson - Aberdeen Projects. 
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Member 

The meeting will be hosted on January lot”, 2006 in Morgantown, KY. This is the 
first of two consulting parties meetings for this project. 

0 Worked with Forest Service personnel on the Cranston-Rowan and Big Creek 
Projects. We are currently waiting for correspondence from the US Fish and 
Wildlife Service before finalizing the environmental document on the Big Creek 
project. 

0 Worked on fulfilling mitigation requirements for Indiana bats on the Little Mount 
Substation and Tap Project. Placement of bat houses and other artificial bat habitat 
were required for environmental approval. 

0 Met with RUS officials in Washington D.C. to outline the environmental 
requirements for the suite of projects associated with the expansion of J.K. Smith. 

0 Took tests to receive pesticide applicator licenses. 

Market Research Process 

4‘h Quarter Small Commercial Customer Satisfaction measurements were made and 
a report is being prepared. 

Appliance saturation surveys are all in and have been entered into the computer for 
analysis. A report is being prepared. 

Work continues on measuring market price volatility, as well as natural gas price 
volatility. This will allow EKPC to better understand the uncertain markets in which 
it participates. 

EKPC had scheduled a meeting with member system Finance and Accounting 
personnel, in order to review such important topics as FAC and the environmental 
surcharge. However, weather forced a postponement. The meeting is now set for 
Wednesday, January 18. 

Big Sandy, Blue Grass Energy, and EKPC are working jointly on a direct load 
control demonstration project. The goal is to have it up and running on June 1, 
2006, and last until April 2007. Several tasks are underway right now, related to this 
effort. 

0 

0 

0 

0 

0 

Meetings with Big Sandy and Blue Grass are ongoing 
A PSC filing is being prepared 
Meetings with LG&E have been held, to discuss their program 
Meetings with vendors and potential service providers have been held 
A presentation at the January Board Meeting is expected 
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I 

0 Work continues on the 2006 load forecast. Data collection is ongoing, member 
system worksheets have been sent out, and regional economic information is being 
retrieved and studied. 

0 Preparing an analysis of class contribution to winter and summer peak demands. 

e Member systems continue to use load research as they prepare cost of service 
studies. Market Research works with members in this area. 

e Work continues by Market Research on better understanding of market prices, in an 
effort to improve forecasting capabilities. 

Member and Corporate Communications Process 

e 

e 

e 

e 

0 

e 

e 

e 

Completed a new Power Point presentation on the history of the rural electric 
program and which can be customized by each member system to explain the history 
of their co-op. The presentation is available for use by member systems at meetings 
of civic clubs, at schools and for other groups. 

Completed a proposed, draft communications plan to mobilize co-ops in response to 
the recent Kentucky Supreme Court decision about Jackson Energy’s propane 
business. 

Completed the next in a series of electric industry backgrounders. This one is about 
the continuing improvements to Kentucky air quality, which in 2004 showed 30 
years of improvements to the environment and proves that as expensive regulations 
continue to tighten, air quality is the best it has been in more than a generation. 

Worked with NRECA and Shelton Communications providing photographs to be 
used in a national ad campaign being put together about rising energy costs. 

Finalized revised plans to roll out a photo history Power Point kiosk at headquarters 
about the proud history of rural electric cooperatives and EKPC, which will be 
available to tour groups and others visiting HQ. 

Sent out two additional Be Prepared Fact Sheets on emergency preparedness to 
member systems, making information sheets on winter preparedness and holiday 
light safety available for system lobbies. 

Completed text on the next Be Prepared publication about home surge protection for 
member systems. 

Distributed the next Safe Electricity press release to member systems. 
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Continued developing a new Communications, Marketing and Advertising program 
for member system drive-through windows. 

Continued photographing every employee at EKPC for use by Human Resources. 

Distributed the November Fuel Adjustment Clause report about the major factors 
influencing the November fuel clause. 

Printed bill inserts for several member systems. 

Wrote and distributed a press release to media about the re-filing of EKPC’s 
application for the Cranston transmission project in Rowan County, with additional 
support that the route was the best of six alternatives studied. 

Completed new web site on Economic Development to be housed on member 
system web sites. 

Designed monthly magazine inserts for Clark and Blue Grass Energy. 

Completed next round of ads for members to discourage meter tampering. 

Posted the February Interchange of stories, photos and graphics for member system 
Kentucky Living inserts on esource, a member only web site hosted by EKPC. 

Printed additional lobby cards for members explaining the fuel adjustment clause 
and the environmental surcharge. 

Completed text of the next Member Services Update for system managers and 
directors to update them on the latest news from EKPC Member Services and 
EKPC. 

Completed initial design of a new web site for Shelby Energy 

Continued daily search and distribution of electric industry articles from Kentucky 
and the nation through the EKPC Resource Library. 

Touchstone Energy Brand Management 

0 

0 

Attended Partners Plus meetings at Nolin and Bluegrass. 

Met with KAEC to discuss combining EKPC Marketing meetings, Touchstone 

M 31 



Branding Workshop, and U E C  Fall meeting. 

Met with Cornett Group regarding placement for 2006 advertising. 

Met with Lexington L,egends Baseball representatives regarding 2006 sponsorship. 

Attended Co-op Connections card Users meeting conducted by World Expositions to 
explore ways to increase visibility of the card. 

Prepared radio scripts and print ad text for beginning of 2006 ad campaign. 

Continued communications with 4-H Extension regarding sponsorship in 2006. 

Placed Touchstone Energy AL,L “A” Classic ad in February Kentucky living, 

Began work on promotion piece to be distributed at information booth during 
Touchstone Energy ALL, “A” Classic. 
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POWER DELIVERY-OPERATIONS - GEORGE CARRUBA, MANAGER 

The following inforniation 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 November 2005 was 2146 MWh, occurring 

at hour 0700 on the 18th. Member system requirements for the month of November 

2005 were 993,505 MWh, an increase of 7.94 % above November 2004. Heating 

degree-days for November were 53 fewer heating-degree-days than average. The 

average temperature for November was 47.7 degrees or 3.9% warmer than normal. 

Outage Reports Outape Reports for November 2005 - EKPC Power Supply outages 

have accounted for .38 consumer hours out year-to-date. Of these .O1 were scheduled, 

and .37 were emergency outages. None of these were due to major storms. For the 

month of November, we experienced five emergency outages affecting seven 

substations and five member systems. Seven scheduIed outages occurred and 19 line 

requests were also completed. Emergency outage reports for the complete system are 

attached. 

M 33 



EY1 
cd 

a 
?c 

€4 
4 w 
IA 

x 
€4 z 
0 
2 

rcl 
0 

a3 
M 
cj a 

ei 
M 

$ .O 

E 
Cl 



W 
bo 
cd 
P-I 

+! 9 $ & $ $ $ $ $ $ $ $ $ $ $ $ $ $ $  
? - ? ? ? ? ? ? ? ? ? ? ? ? ? 4 ~  I 

m o o - o o o o o o o o o o o o o o -  

E 
cl 
cl 
4 > 



m 
k 
0 
,.+ 

e, 
M 
cd 
PI 53 

4-r 
0 
e, 
C 
0 

.4 .f3 

a 
B 

m 
v) 

0 -i. 

T 

m 
0 v) 

a, 

co m 
T 

(d 



e, u 
cd 
a r_ 

2 
8 cd 

2 
9 rc) " 

0 
l-4 

N at 

0 0 

0 0 

E o o  

r s -  

v, x"- 
m c1 d 0 



a, VJ 

a 
5 

F; 

. 
a, 
R 

C 
0 

m 
.- 
U 

* 
B a cn 

C 
0 

R 
.- 
Y .- 
L 
u, 
; 

x 
C m 
R 

U 

U 

8 
VJ L a, 

E 
R 
C 

6 

F 
5 
Y? L 
H w 



EAST KENTUCKY POWER COOPERATIVE 
POWER SUPPLIER OUTAGE REPORT 

November 2005 Page 1 of 1 

Average Hours Outage Per Consumer 

BIG SANDY 

BLLJE GRASS 

CLARK 

CUMBERLAND VALL,EY 

FARMERS 

FLEMING-MASON 

GRAYSON 

INTER-COUNTY 

JACKSON 

LICKING VAL.L.EY 

NOLIN 

OWEN 

SAL,T RIVER 

SHELBY 

SOUTH KENTUCKY 

TAYLOR COUNTY 

EKPC 

SYSTEM AVERAGE 

THIS MONTH 
EMERGENCY SCHEDULE 

0.00 

0.12 

0.00 

0.00 

0.3 1 

0.06 

0.00 

0.00 

0.04 

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 

0.13 

0.00 

0.00 

0.00 

0.42 

0.00 

0.00 

0.00 

0.00 

0.00 

0.04 

0.00 

0.02 

TOTAL 

0.00 

0.12 

0.00 

0.00 

0.31 

0.19 

0.00 

0.00 

0.04 

0.42 

0.00 

0.00 

0.00 

0.00 

0.00 

0.04 

0.00 

0.05 

YEAR-TO-DATE 
EMERGENCY SCHEDULE TOTAL 

0.00 

0.46 

0.28 

0.17 

1.07 

0.17 

0. 69 

0.33 

0.88 

0.00 

0.15 

0.02 

0.44 

0.75 

0.15 

0.00 

0.32 

0.35 

0.00 0.00 

0.00 0.46 

0.00 0.28 

0.02 0.19 

0.00 1.07 

0.13 0.30 

0.00 0.69 

0.09 0.42 

0.00 0.88 

0.48 0.48 

0.00 0.15 

0.00 0.02 

0.00 0.44 

0.03 0.78 

0.01 0.16 

0.04 0.04 

0.00 0.32 

0.03 0.38 

EKPC POWER SUPPIER OUTAGES have accounted for 3 8  consumer hours out year to date. Of these 
.01 were scheduled, .OO were due to major storms, and .37 were other emergency outages. 
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Month 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

@E SE 

Year 

2005 

2005 

2005 

2005 

2005 

2005 

200s 

2005 

2005 

2005 

2005 

2005 

Without 
Major 

Storms 
(Min.) 

3.7650 

4.7055 

4.8633 

6.7675 

8.7305 

9.7345 

10.9883 

14.7035 

1 5.6243 

16.4322 

18.5874 

0.0000 

With 
Major 

Storms 
(Min.) 

3.7650 

4.7055 

4.8633 

6.7675 

8.7305 

9.7345 

10.9883 

14.7035 

15 A243 

16.4322 

18.5874 

0.0000 

Threshold 

2.33 

4.67 

7.00 

9.33 

11.67 

14.00 

16.33 

18.67 

21 .oo 

23.33 

25.67 

28.00 

Target 

1.75 

3.50 

5.25 

7.00 

8.75 

10.50 

12.25 

14.00 

15.75 

17.50 

19.25 

2 1 .oo 

Stretch 

1.17 

2.33 

3.50 

4.67 

5.83 

7.00 

8.17 

9.33 

10.50 

11.67 

12.83 

14.00 
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Average Service Unavailability Index 
with storms excluded 

1 2 3 4 5 6 7 8 9 1 0 1 1 1 2  
Months 

Average Service Unavailability Index 
with storms included 

25 

2 20 

E 15 

P 
(rJ - .- 

E. ; 10 
= 
d 

.E 5 s 
0 

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 

MAIF1 
ASUI 

(without major storm) 

Operating Cost 

Capital Project Cost 

Member System 
Survey 

5.1 l 2  

99.7%2 

.87l 

18.6’ 

$6,179,735‘ 
$1,382,870’ 

N/A3 

3.962 4 

98%’ 98% 

1.80’ 1.75 

1 9.2S2 21 min. 

$6,256,968’ $7,600,1 89 

$6,454,253’ $7,765,792 

88% 88% 

Notes: 

1” 

2. 

3. 

Year to date results and goals through October 31,2005 

Year to date results and goals through November 30,2005 

These performance measures are not yet available for 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:PDdecOSreport doc) 
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Power Delivery Expansion 
DECEMBER PROJECT SUMMARY 

2005 

P roi ects 

- .  

GM-Memphis Jct. - 161'kV 14.5 miks 
Goddard 138 kV Sub UpgradelAddition 

Goddard - Charters Static Replacement 

+:e - Project Started 
0 - 25% ~ 49% Complete 
0 - 50% - 89% Complete 
0 ~ 90%- 100% Complete 

Tap 

T 
T 

1 

+ 

+ 

S Substation Team 
L LineTeam 

I 
I 

08/01 /05 
08/01/05 

06/08/05 
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Power Delivery Expansion 
DECEMBER PROJECT SUMMARY 

2005 

C 
0 

m 
N 

.- 
Y 

.- 
; 
C 
W 

Projects En 
C 

m 
W 

.- 
L 

i3 C 
0 

L 

P 

1011 0105 

10/01/04 

I 
06/24/05 

10/31/05 

01 128105 04/25/05 1 
I 01/15/05 01 128105 04/25/05 I 
I 06/01/05 0711 4/05 07/14/05 I 

(b I 06/01/05 07/14/05 07/14/05 =+ 
0711 3/05 
0711 3/05 

06/23/05 
06/23/05 

-3 - Project Starled 
0 - 25% ._ 49% Complete 
0 - 50% - 89% Complete 
0 - 90%- 100% Complete 

s Sub 
L Line 

station Team 
Team 
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Power Delivery Expansion 
DECEMBER PROJECT SUMMARY 

2005 

Proiects 

+:* . Project Started 
0 ~ 25% .49% Complete 
0 - 50% - 89% Complete 
0 - 90%- 100% Complete 

O Q  

S Substation Team 
L CineTeam 

1 

I I 05/01/06 
I I Deferred 

C 
0 .- c .- R 
F 
a, 
C w 

~ 

02/21/05 

Complete 

09/11/05 

I 

06/21/02 
1 07/31/04 

0711 4/05 

0111 0/05 

I 
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Power Delivery Expansion 
DECEMBER PROJECT SUMMARY 

2005 

n- 

Projects 

CAPACITOR BANKS CONT'D 
Mt. Olive Cap Bank to 10.2 MVAR & Tap 
Nowood 25.51 MVAR Cap Bank & Tap 
Shelby County 25.51 MVAR Cap Bank & Tap 
Sideview 6.12 MVAR Cap Bank & Tap 
Sinai 13.78 MVAR Cap Bank & Tap 
Tommy Gooch Cap Bank 
Tyner 15.31 MVAR Cap Bank & Tap 
W. R. Smoot 30.61 MVAR Cap Bank & Tap 

RECONDUCTORS 
Boonesboro-Avon Recond 8.2 mi 
Bonnieville-Munfordville 69kV 8.18 mi. 

I 

ti 12/01/05 I 07/16/05 

12/31/05 I 
12/01/05 I 
05/01/06 I 

12/01/05 1 
05/01/06 I 
12/01/04 I 05/03/05 
12/01/07 I 

1 1130107 
05/09/05 I 

I 

12/01/07 I 

I 

11/30/07 I 

-1 

0 - Project Started 
0 ~ 25% - 49% Complete 
0 - 50% - 89% Complete 
0 - 90%- 100% Complete 

S Substation Team 
L LineTearn 
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DECEMBER 2005 

Engineering 

Engineering is supporting the Smith Unit No. 1 and Spurlock Unit No. 4. 

Engineering is also supporting the scrubber at Spurlock Power Station. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

Environmental 

Discussions have been held with Mason County officials concerning the burning of tires in 
the Gilbert unit. A second trial bun1 is planned in the first quarter of next year. 

Reviews have been made to the proposed FGD system for Spurlock Power Station Unit 
No. I .  A cost and feasibility is being developed for the installation. 

Meetings have been held with the Division of Water and Kentucky River Authority 
concerning water needs for the proposed Smith coal-fired unit. The water for the unit will 
be drawn from the pool of Dam 10 on the Kentucky River. 

NRECA is completing an economic study of allowance prices for the G&T in the 1J.S. 
The results are expected right after the first of the year. 

Work is continuing with the Division for Air Quality to obtain the Spurlock Power Station 
TJnit No. 4 construction permit. All data responses have been supplied to the Division, and 
we await the permit release. 

Discussions were held with RUS concerning the environmental approval process for the 
proposed Smith’s site facilities. This includes the CTs, coal-fired unit, and transmission 
facilities. 

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 December 2005 will be approximately 62 days. The 
inventory level is projected to be at approximately 55 days by the end of January. 
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December 2005 

Fuel (Continues) 

Fuel personnel have continued their increased contact with EKPC coal suppliers to ensure 
that deliveries remain as current as possible. Eastern rail carriers appear to be making 
improvements to their service. Western U.S. rail carriers are beginning to make recoveries 
to their system deliveries; however, the recovery will be slow as has been in the East. 
Numerous Powder River basin coal users have been utilizing natural gas or decreasing 
sales to limit the impact to their coal inventories. 

Fuel personnel continue to provide assistance to Production personnel in regards to future 
fuel sources for Gilbert TJnit 3, Spurlock Unit No. 4, Smith Unit No. 1, and future 
combustion turbines. 

Solicitations for proposals have been sent in preparation for a market price re-opener on a 
coal supply contract for the Gilbert unit at Spurlock Power Station. 

Approximately 7,500 gallons of No. 2 fuel oil were purchased for Dale Power Station; 
15,000 gallons for Cooper Power Station; and 22,500 gallons Spurlock 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 1,117,108 net MWh through November 30, 
2005. Units No. 2, No. 3, and No. 4 were on-line and fully available for the entire month. 
Unit No. 1 was on-line and fully available until December gth. The unit was forced off- 
line due to a water wall tube leak. The leak was repaired, and the unit was back on-line 
December 1 1 th and fully available the remainder of the month. 

ECAR tests were performed on all units. These tests are done semi-annually by Dale 
Power Station employees. This is designed to demonstrate that under expected operating 
conditions the rating claimed for the generating equipment can be obtained for four hours. 
This document presents the criteria to be used for the uniform rating of generating 
equipment by ECAR members. 
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Dale Power Station (Continues) 

Supervisor Leadership Training was held at Dale Power Station. Also, work is on-going 
for the Operation and Maintenance Training Program 

Other routine preventive maintenance was also performed plant-wide by Dale Power 
Station’s personnel. 

Routine safety meetings were held at Dale Power Station. The training consisted of 
annual OSHA required refiresher training on “Emergency Procedures” such as bomb 
threat, fire, hazardous spills and leaks, weather, automated external defibrillator, and 
injury. A written test was given to each employee for documentation that the employee 
did attend this training and was aware of the procedures. 

These activities support two of our three corporate key measures-reliable energy and 
competitive energy. 

- J.K. Smith Power Station 

The cornbustion turbines have generated a total of 41 7,623 net MWh through November 
30,2005. Units No. 1 ,2 ,3 ,  5 ,  and 7 were available the entire month. IJnit No. 4 
completed its first combustion inspection this month. The unit was scheduled off-line 106 
hours and 24 minutes. Unit No. 6 was on scheduled outage for 65 hours for GE to perform 
warranty work on the No. 2 bearing oil drain line. 

Preparation and planning is ongoing for Smith Unit No. 1. 

Work is ongoing for the Technician Training Program at J.K. Smith Power Station. 
Internal preventive maintenance is also ongoing at the plant. 

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 1,843,066 net MWh through November 30,2005. 
Unit No. 1 was on-line until a forced outage on December Sth when the 1B circulating 
water pump motor failed. The unit was back on-line the same day. The unit was forced 
back off-line the same day due to a d n m  trip on startup. The unit was back on-line the 
same day. The unit forced off-line again on December 5th when an ID fan motor failed. 
The unit was back on-line December 7‘h and remained on-line the remainder of the month. 
Unit No..2 was off-line from last month due to the scheduled fall maintenance outage. 
The unit was back on-line December gth and remained on-line 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 cleaned oil coolers; 
checked submerged chain and transfer chains; cheeked and calibrated coal feeders; did ball 
and spring check on TJnit No. 1 and Unit No. 2 pulverizers; inspected Unit No. 2 air 
heaters, burners, boiler, and precipitator hopper valves; changed oil and greased various 
motors and pieces of equipment; meggered Unit No. 2 motors and switchgear; and 
checked Unit No. 2 evaporator. 

Hall Contractors continues to work on the concrete retaining wall along the entrance road 
to Cooper Power Station. They completed the fire sprinkler system on 3-A conveyor belt 
and also completed the installation of Unit No. 2 hydrogen cooling water lines. 

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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Spurlock Power Station 

Spurlock Power Station has generated a net equivalent of 6,614,575 M W  tlvough 
November 30,2005. Units No. 1 and No. 2 were on-line and fully available through 
December 26'h. Unit No. 3 was on-line and fully available until December 3rd. The unit 
was forced off-line by an incorrect shutdown of 3B limestone pulverizer. The unit was 
back on-line December 4'h and remained on-line through December 26'h. 

Continued problem solving on the coal handling modifications and repairs were made to 
the barge unloader. Also, the power module on 3B limestone mill was replaced. 

The 3B limestone pulverizer had to be taken out of service due to the crush roll journals 
seizing. The entire journal assemblies were replaced, and the pulverizer was returned to 
service. 

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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JANUAlZY 2006 

Finance, Planning & 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 January 30, 
EKPC had $3 1,427,000 of temporary, short-term investments in general funds. 
Interest rates on investments ranged from 4.1 1% to 4.36%. $21,415,412 (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 

No advances were requested nor received for January. 

The interest rates on our floatingfixed rate pollution bonds through January 3 1 
were: 

Cooper - 6 Month fixed rate - 2.85% 
Smith - 6 Month fixed rate - 2.95% 
Spurlock - weekly floating rate ranged from 3.60% 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 January 3 1, S of the 70 loans remain outstanding with balances 
totaling $72,019. 

To intensify marketplace opportunities in the area of propane, EKPC has entered 
into Revolving Line of Credit Agreements with four member systems. As of 
January 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 Thennogas’ SO% interest in the retail 
propane joint ventures. The outstanding balance as of January 3 1 was 
$3,678,583. 

As of January 3 1, $675,346 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 January, the CFC interest rate for lines of credit was 6.20% and 
the CFC variable, long-term rate was 6.35%. FFB interest rates on January 31 
were 4.51% and 4.66% for two-year loans and thirty-year loans, respectively. 
The prime commercial rate increased .25% to 7.50%. The interest rate on 
January 30 for the CFC thirtyyear long-tern fixed rate loan was 7.00%. As of 
January 3 1, the interest rates on EKPC’s Revolving Credit Facility ranged from 
5.40% to 5.64%. This action supports EKPC’s Mission to provide competitive 
energy to the member systems. 

Budget & Financial Planning 

e Budget 

Prepared preliminary actual-to-budget comparison reports for December 2005 
for all departments and business units. Final reports 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 2005 projected 
margin. 

The Budget Team provided assistance to various personnel with the 2005 year- 
end closing. 

Prepared a detailed report of travel, computers, education, corporate dues, cell 
phones, and vehicles by department for the 2006 Budget. This report is currently 
being reviewed by senior management. These actions support EKPC’s Mission 
to provide competitive energy to member systems. 

e Financial PIanning 

The Twenty-Year Financial Forecast and Equity Development Plan for 2006- 
2025 was presented to the Board of Directors on January 10, with a detailed 
Power Point presentation showing financial highlights. 
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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 #2. This was the first data request from the 
Commission staff for PSC Case No. 2005-00417. 

Prepared economic analysis for the application for a certificate of public 
convenience and necessity for construction of a scrubber on Spurlock Station 
tJnit # l .  These actions support EKPC’s mission to provide competitive energy 
to the member systems. 

Risk Management 

hsurance - A current insurance schedule is included with this report. 

Property Insurance - The placernenthenewal of the property insurance will be 
agenda items at the February Audit Committee and Board Meeting. 

Smith CT #2 Claim: Personnel continue to work with FM Global on this 
claim. Claim is being filed. Work continues to resolve confidential 
issues between 
Alstom and FM Global. 

Builder’s Risk Coverage -The Builder’s Risk Policy for Spurlock #4 has 
been placed with FM Global. Work is progressing on obtaining 
Builder’s Risk insurance coverage for the additional CTs and Smith # l .  

Excess Liability Promam. Marine and Crime Insurance - Received policies. 

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

Directors’ and Officers’ Liability and Fiduciary Liability Insurance - Binder in 
place. 

Member Systems Claims for Transmission System Disturbance - No open 
claims. 

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 
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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. 

MISO and PJM - Risk personnel continue to keep abreast of the evolving 
market. Working with APM, EKPC purchased January and February FTRs 
Cinergy to EKPC for January and February through the MISO monthly auctions. 

@ Emergency Restoration Plan (ERP) - Distribution in process. 

Resource Planning 

Q Certificate Filing for Smith Generation 

An application for certificates of public convenience and necessity and site 
compatibility was filed with the PSC January 3 1 , 2005 for approval to construct 
Smith CTs 8-12 and Smith CFB 1. Responses to data requests from the PSC 
were filed March 3 1 and August 1. The public hearing was held on November 
29. A data request was then made by the PSC and a was filed by December 22. 
Resource Planning provided an analysis of the potential cost of delaying CTs 9- 
12 for the data request. An additional information request was received January 
25,2006. Responses are being prepared. This action supports EKPC’s Mission 
to provide competitive energy to the member systems and Finance & Planning’s 
Mission to maintain compliance with regulatory agencies. 

e Development of 2006 IRP 

Resource Planning is working on various analyses and gathering information for 
use in the 2006 IRP. However, due to the lack of staff resources to work on the 
IRP, a request for a six-month extension of time to file is being requested from 
the Commission. This action supports Finance & Planning’s Mission to 
maintain compliance with regulatory agencies. 
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SERC Data Requests 

Resource Planning is providing actual and projected load, capacity, and 
interchange data to SERC for their use and to file with EIA. This action 
supports Finance & Planning’s Mission to maintain compliance with regulatory 
agencies. 

EL4 Data Requests 

Resource Planning personriel continue to comply with expanded data requests 
from the Energy Information Administration including monthly updates that 
became effective in January 2005 for various types of information such as 
demand, capacity, and generator information. This action supports Finance & 
Planning’s Mission to maintain compliance with regulatory agencies. 

Cooper Compliance Study 

Resource Planning is participating is a study of emissions compliance options for 
Cooper Station. The team had its initial meeting January 18. This action 
supports Finance & Planning’s Mission to maintain compliance with regulatory 
agencies and supports EKPC’s Mission to provide competitive energy to the 
member systems. 
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Monthly Power Supply Update for 
EKPC Fuel & Power Supply Committee - 2/7/06 

Capacity vs. Load Summary 

Surplus 
After Reserve Margin Capacity Existing & Required 

Reserves) Capacity Additions 
(Incl. Committed Capacity (%) Reserves * Peak 

Year Forecast 

Win Sum Win Sum Win Sum Win Sum Win Sum Win Sum 
-2006-2=2,193-32554 2,456 -2,707 2,503 -327 47 -0.1% 14.1% 

8.2% 2007 2,815 2,277 338 273 3,153 2,550 2,679 2,463 -474 -87 -4.8% 
2008 2,901 2,746 348 330 3,249 3,076 2,679 3,156 -570 80 -7.7% 14.9% 
2009 3,439 2,833 413 340 3,852 3,173 3,416 3,130 -436 -43 -0.7% 10.5% 
2010 3,542 2,914 425 350 3,967 3,264 3,684 3,398 -283 134 4.0% 16.6% 

Breakdown of Existing and Committed Capacity 

NOTES: 
"Reserve Margin goal is 12% in summer. 
Gallatin Steel interruptible load is excluded, along with small interruptible loads. 
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 June 2008. 
Smith CFB 1 assumed to be on-line November 2009. 
Includes L,aurel Ridge #5 December 2005, and Hardin Co L,FGTE Plant February 2006. 
Includes Greenup Hydro generation purchase through December 2006. 
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E.A. Gilbert Project Costs thru 11/30/2005 

Contract # Contract 
Number 

E l  
E6 
E8 
E l l  

E16 
E17 
E21 
E36 

El01 
E103 
E131 
E146 

E201 
E21 1 
E221 
E222 

E251 
E261 
E281 
E332 

Purpose Contractor 

TurbindGenerator GE 
Feedwater Heaters Yuba Heat 
Deaerator Ecodyne 
Condenser TEI 

Circ. Water Pumps Goulds/lTT 
Condensate Pumps Flowserve 
Boiler Feed Pumps Flowserve 
Distributed Control System (DCS) ABB 

Alloy Piping Bendtec 
Radial StackerlReclaimer Metso Minerals 
Transformers WaukesdPSD 
Switchgear Pederson 

Boiler Island Alstom Power 
CoaVLimestone Handling Sedgman 
Stack Pullman Power 
Cooling Tower Marley Cooling 

Piling Richard Goettle 
Substructure Baker 

Actuai 
Original Contract Award Contr.Award/Amend (thru 11/30/05) Over/(llnder) 
Design t Amendment Over/(Under) Actual Recorded Conk Amended 

$ 32.223.000 $ 32,586,200.00 $ 363,200.00 $ 32,602.489.95 $ 16.289.95 

I_ costs __ costs Desiqn Costs Expenditures - costs 

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 

Balance of Plant (tMisc. Pumps) Cherne Contracting 76,001,000 
Painting Universal 

728,185 
192,500 

1,560,662 

61 1,700 
232,610 

1,735,539 
4,345,000 

1,951,529 
1,815,500 
3,576,44 t 
3,783,855 

146,725,985 
15,667,473 
4,604,000 
2,382,600 

5,071,757 
9,650,846 

82,105,100 
2,631,846 

(707,815) 
(32,500) 
(59,338) 

(184,300) 
(27,390) 
475,539 

2,345,000 

1,951,529 
1,815,500 

751,441 
3,003,855 

19,825,985 
13,617,473 

(346,000) 
482,600 

(4,528,243) 
9,650,846 
6,104,100 
2,631,846 

737,889 
192,500 

1,560,662 

61 1,700 
236,056 

1,708,081 
2,852,241 

1,951,529 
1,956,671 
3,567,561 
3,783,855 

146,585, I89 
16,134,088 
4,604,000 
2,383,549 

5,127,161 
13,623,5 12 
82,463,314 
2,631,845 

9,704 

3,446 

(1,492,759) 

141,171 

0 

(140,797) 
466,615 

949 

55,404 
3,972,666 

358,214 

(27,458) 

(8,880) 

(1) 

Subtotal $ 264,826,000 321,959,328 57,133,328 32531 3,891 3,354,563 

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

Boiler Contingency 13,000,000 (13,000,000) 

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

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

Total Contracts $ 292,196,000 321,959,328 29,763,328 325,313,891 3,354,563 

Other Costs 
Engineering Design Stanley $ 10,640,000 11,720,000 I ,080,000 13,2651 06 1,545,106 
Owners Cost EKPC 19,500,000 19,500,000 20,148,174 648,174 
Spare Parts EKPC 3,000,000 3,000,000 138,235 (2,861,765) 

2,783,060 Site Prep EKPC 500,000 500,000 3,283,060 
Environmental Costs EKPC 1,275,000 1,275,000 554,725 (720,275) 

Total Other $ 34,915,000 35,995,000 1,080,000 37,389,300 1,394,300 

Total Contracts t Other $ 327,111,000 357,954,328 30,843,328 362,703,191 4,748,863 

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 S 367,611,000 398,454,328 30,843,328 391,306,209 (7,148,120) 
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Accounting and Materials Management Process - Ann Wood, Manager 

General Accounting 

Accounts payable wrote 1 , 106 checks from January 1 through January 27, totaling 
approximately $39,768,000. On January 17, EKPC filed responses to the PSC far the six- 
month fuel adjustment clause review. The FAC hearing is scheduled for March 16. 

East Kentucky Power Cooperative 

As of December 31,2005 
Fuel Adjustment Comparison with Kentucky Utilities 

c 
E r n  E m  Debit/ KU KU UebW 

Expense Base Actual Credit Base Actual Credit 
Month Rate Fuel Rate Fuel 

Rate Rate 
$Imwh Wmwh $Imwh $Imwh $Imwh $lmwh 

Jan-04 15.60 22.15 6.55 14.94 14.62 -0.32 
Feb-04 15.60 19.61 4.01 14.94 15.65 0.71 
Mar-04 15.60 20.25 4.65 14.94 15.32 0.38 

4.20 14.94 16.14 1.20 
’ 

Apr-04 15.60 19.80 
% May-0 15.60 18.79 14.9 15.02 0.08 

5.33 14.94 16.27 1.33 
’ 

Jun-04 15.60 20.93 
JuI-04 15.60 20.46 4.86 14.94 16.46 1.52 
Aug-04 15.60 22.39 6.79 14.94 17.07 2.13 

5.27 14.94 18.10 3.16 Sep-04 15.60 20.87 
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 I I .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 

7.63 14.94 17.61 2.67 Mar-05 15.60 23.23 
Apr-05 15.60 23.06 7.46 14.94 20.06 5.12 
May-05 20.25 21.90 I .65 18.10 19.28 1.18 
Jun-05 20.25 25.16 4.91 14.94 24.1 2 9.1 8 
JuI-05 20.25 25.69 5.44 18.1 0 24.81 6.71 

’ Aug-05 20.25 31.34 I I .09 18.1 0 25.70 7.60 
Sep-05 20.25 29.12 8.87 18.1 0 24.80 6.70 
Oct-05 20.25 28.34 8.09 18.1 0 23.89 5.79 

’ Nov-05 20.25 26.97 6.72 18.1 0 20.41 2.31 
Dec-05 20.25 33.34 13.09 18.10 20.73 2.63 

. 

’ 
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Crowe Chizek Audit 

Crowe Chizek will begin year-end fieldwork February 6,2006. 

Member System Meeting 

EKPC hosted a Member System Finance and Accounting meeting on January 18. 
Topics covered included the environmental surcharge, fuel adjustment clause, CT 
usage, and generatiodpurchased power mix. A meeting to discuss EKPC’s 2005 
financial results and the financial forecast will be scheduled this spring. 

Materials Management 

A request for proposal was sent to eight (8) clothing suppliers for company-wide 
uniforms, with Little Red Barn of Maysville being the successful bidder. In-house 
catalogs and order forms have been distributed to all locations. Two senior buyers, 
Alma Gentry and Robert Sherman, are conducting a review course for team 
members in preparation to test for the Certified Purchasing Managers’ (C.P.M.) 
certification. The Winchester Warehouse inventory increased during December by 
$635,443, with an ending balance of $1 1,425,268. Stock-related material handled 
during the month totaled $1,295,424, and included material issued for eleven (1 1) 
Power Delivery Expansion projects, and credits for six (6) projects. 6,858 gallons 
of fuel was pumped at the facility during December; no fuel was purchased during 
the month. 

Payroll 

During January, Payroll compiled data from Benefits, Third Party Administrator, 
and employee records in order to issue a W-2 for each employee, including retired 
and disabled employees. As a result, 782 W2’s were mailed on January 27,2006. 

In addition to the W2’s, year-end payroll taxes were reconciled and the forms 
completed and submitted to the appropriate government agency by January 3 1 , 
2006 as required by law. 

Plant Accounting 

-- Assets - Gannett-Fleming will be on here January 3 1 through February 2 for site 
visits in conjunction with the depreciation study. Plant tours are set up for our four 
generation facilities, several substations, and one of our service centers. 
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Pricing Process - Rill Bosta, Manager 

EWC/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 Commission is required to rule on Judge Grossman’s 
decision, the Commission is 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) proposed and billed by LG&E. Based on the billing from LG&E since 
November 2002, EKPC estimates that L,G&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. 

This project will enable EKPC to continue to strive to provide reliable service at a 
competitive price. 

Vanceburg-Grayson Agreement 

The City pf Vanceburg and the Electric Board of the City of Variceburg have 
signed the proposed Agreement. EKPC and the Grayson Board of Directors are in 
the process of finalizing signatures on the Agreement. The parties agreed that 
Vanceburg would serve customers in the “contested area” in exchange for 
providing Grayson with a portion of the revenues received by Vanceburg for 
service to those customers. The Agreement will also be filed with the Kentucky 
Public Service Commission for acceptance and the Agreement will become 
effective on February 1,2006. This project helps EKPC meet its goal of providing 
excellent customer service to its Member Systems. 

Environmental Surcharge ImplementatiodEmission Allowance Strategy 

On January 20, EKPC submitted its seventh monthly report to the Commission for 
the Environmental Surcharge factor. E W C  filed a factor of 5.64% to be applied to 
service rendered in January 2006 and billed in February 2006. EKPC also filed 
environmental surcharge factors on behalf of each of the sixteen member systems, 
ranging from 3.68% to 4.88%. This project helps EKPC maintain financial 
stability while meeting all regulatory compliance issues. 
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EKPC; 
Expense 

Month 

Jan-06 
Feh-06 
Mar-06 
Apr-,O6 
May-06 
,I u n-06 

(1) 

Jul-06 
Aug-06 

Oct-06 
NoV-06 

Sep-06 

Dec-06 

12-month 
Rolling AVG 

Revenue 

$49,161,092 
$49,885,117 
$50,361,322 
$51,229,539 
$51,797,286 
$52,024,223 
$52,305,252 
$52,62'7,923 
$52,575,589 
$52,618,917 
$53,164,175 
$53,263,308 

(2) 

tstimated 
Net Revenue 
Requirement 

$3,913,638 
$4,869,923 
$6,042,664 
$5,760,234 
$6,538,215 
$7,291,289 
$8,155,666 
$8,036,532 
$7,023,97 1 
$5,944,476 
$6,350,1 I 1  
$7,473,204 

(3) 

Est. Monthly 
Environmental 

StJrCharge 
Factor 

(4) 

7.45% 
9.25% 
11.49% 
10.73% 
12.11% 
13.51% 
15.08% 
14.76% 
12.85% 
10.79% 
11.43% 
13.52% 

Current SO2 price is $1,400 per allowance as of January 26, 2006. 

Current NOx price is $2,775 per allowance as of January 26, 2006. 

Gallatin Meeting 

As a follow-up to information presented to OwedEKPC regarding NOx and SO2 
costs, a meeting was held with Gallatin on December 16. OwedEKPC offered 
information in support of our position for recovery of emission allowance cost 
during the last two years of the prior contract. Further discussions are scheduled 
for Friday, February 3 in an attempt to resolve this matter. 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 
under the DSM statute and will not seek recovery of the costs of the project from 
Member Systems. EKPC is proposing to conduct the demonstration project 
beginning in June 2006 through the end of September 2007. A total of 400 load 
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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 
prograrn currently in place at KTJ and at LG&E. 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. 

Internal Audit & Performance Measures - Graham Johns, Coordinator 

Internal Auditing for Member Systems 

Clark Energy Cooperative-Completed the internal audit of employee travel and 
out-of-pocket expenses and presented the report to the board of directors on 
January 24. 

Inter-County Energy Cooperative-Completed the internal audit of meter 
reading and delivered the report to management. 

EKPC Annual Audit 

Continued assisting Crowe Chizek with the annual audit by auditing work orders 
and observing the physical inventory at Spurlock Station. The next phase of the 
audit is long-term debt. 
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Credit Union Process - Brian Tyler, Process Owner 

December 2005 Financial Report 

Loans 
Investments 
Total Assets 

Liabilities 
Deposits 
Equity 

13,066,756.33 
3,059,302.25 

17,288,518.50 

1,986,943.52 
3,076,558.67 
2,225,016.31 

interest on Loans 60,303.95 
lnvestmen t Income 13,438.46 
Total Income 74,113.07 
Total Expenses 69,976.73 

Retained Earnings 4,136.34 
YTD Retained Earnings 120,756.56 

Credit Union Annual Meeting 

The annual meeting of the members of the East Kentucky Ernployees Federal 
Credit Union will take place on Wednesday, March 29,2006, at 12: 15 pm in the 
Board Room of the Headquarters Building. All members are invited and 
encouraged to attend. 

dgeldd 
c: Directars & Alternate Directors 

Executive Staff 
Finance & Planning Staff 
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mental Affairs 

JANUARY 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. 

Attended KAEC special board meeting regarding the Jackson Energy propane case 
to determine preferred legislative solution. 

Continued to meet with co-op lobbyists to discuss a unified position on the 
municipal joint action bill. Evaluating MEPAK’s initial response to electric 
industries’ principles list of concerns. 

Continued a weekly edition of Currents, EKPC’s electronic newsletter on legislative 
activities in Frankfort. 

Met three times with a state representative regarding transmission issues. Power 
Delivery, Legal, and KAEC also attended. Positive outcome - no legislation filed. 

Attended the House and Senate Transportation Committees where state hours of 
service regulations were approved. EKPC coordinated an electric industry 
amendment to the state regulations so they would mirror the HOS blanket exemption 
that was passed by Congress in the highway reauthorization bill. This issue is 
resolved. 

Continued to meet with the Kentucky Office of Energy Policy regarding potential 
legislation on timelines to issue air and generation construction permits. 

Continued discussions with electric lobbyists and some legislators on home energy 
assistance in the winter of 2005-06. Rep. Tanya Pullin has announced plans to file a 
bill that would prohibit cut-offs for elderly and low-income customers. Met with 
Rep. Pullin to discuss this and other energy related topics. 



Governmental Affairs 

Continued working with Environmental team to obtain an air pennit for Spurlock 
#4. 

Continued developing a Govenmiental Affairs web page for external and internal 
use: http ://govt. ekpc .corn. 

Along with Roy Palk, met with Governor Fletcher about Clark County 
transportation issues arid application of clean coal tax credits. These credits can 
mean a savings to EKPC between $224,000 and $764,000 in 2006, depending or1 
EKPC’s Kentucky coal purchases. 

Met with House Majority Floor Leader regarding energy, environmental, and tax 
issues. 

Monitored the attached listing of bills. 

Represented EKPC at the Southeastern Federal Power Customers annual and 
quarterly board meetings. 
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JANUARY 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: 

e Managing Costs 
e 

e 

o Providing effective communications 
o 

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: 

o 

o 

Budget management .- Centers 032,041,043,046,047 were $260,000 under 
budget as of November 2005 
Cost containment - Increased utilization of purchasing cards to pay 
invoices, etc. allow EKPC to accumulate more VISA points that will be used 
to pay banking fees throughout the year. 

2. Ensuring the safety, well-being, and development of EKPC employees 

Significant Results: 

e 

o 

Lost Time Incident Rate for 2005 was 1.12 
Developed new strategy for addressing safety training of office personnel at 
HQ (2006 year) 

3. Providing appropriate corporate staffing requirements 

Significant Results: 

e 

e 

o 

Three engineers and a GIS Coordinator were employed in the Power 
Delivery Business Unit to fulfill staffing needs 
An Electrician at Cooper Station began work in January 
Two temporary co-op students began work in January 



I rces 
ervices 

4. Providing effective communications 

Significant Results: 

e Conducted initial & follow-up orientations for 12 new employees to ensure 
their understanding of what the Cooperative expects from them as well as 
what they can expect from the Cooperative. 
Conducted initial orientation for 15 new supervisors to ensure understanding 
of their responsibilities, to assist them in their new role, and to reduce 
potential liability to the co-op. 

e 

5. Regulatory compliance 

Significant Results: 

8 Distributed the fourth quarter and annual Affirmative Action report that 
reflected several partial goals were met in regards to hiring and promotions 
for females and minorities. 

6. Member Systems Support 

Significant Results: 

8 Completed year of training with Big Sandy employees - skills have 
increased in custorner service, time rnanagement, telephone skills, and 
professionalism. 
To increase skills, free telephone training opportunity was offered to all CO- 

OPS. 
To reinforce that EKPC is owned by those we serve, a member system 
management employee is scheduled to speak to 7 February Learning for 
Leaders sessions. 

0 

e 
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Information Technology Process - Wes Moody, Manager 

Provide support for the PeopleSoft ERP system 
PeopleSoji HRMS Versiorz 8.8 

o Payroll - Calculated leave accrual for calendar year based upon first pay 
period of 2006 being split between 2005 and 2006. 

1) Benefits - Made modifications to an SQR to use different criteria that will 
make it easier to check benefit fees. Bundles on hold until tools upgrade 
completed. 

o Project Costing - Completing development of new Project Costing 
Reporting subsystem for the Power Delivery Business Unit. Subsystem 
extracts data from PeopleSoft Financials and loads into Oracle Database that 
will be accessed via the EKPC Intranet for reporting purposes. Process will 
replace manual process of reporting Costs and Estimates for Power Delivery. 

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. 

PeopleSoji Fiizancials Version 7.5 

Enhance Production Management Reporting System 
Q New setup for applications to be persistent on handheld Pocket PC has been 

implemented in case of handhelds cold booting, or charge on battery pack is 
ex haus t ed . 

o Additional report requirements are being developed to facilitate report of Fly 
Ash and Bed Ash. 

This supports key measure Competitive Energy and Reliable Energy by providing the 
capability to automate the Fuel Evaluation Process within the Production Business Unit. 

Project Justification and Tracking System 
o The Initial Design of this application has started. This system will provide 

tracking capabilities for Production projects during the justification process 
as well as through project completion. 

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 Production Business 
Unit. 



Support Maxinio CMMS 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 Production Business TJnit. 

+ Assisted with year-end processes. 

Extract Annual Pricing Data 
0 A complete list of 2005 Billing component data was extracted and exported 

to a comma delimited file for use by the Pricing Department to conduct price 
rate analysis. 

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 TJnit. 

Enhance Coal Comparison Application 
+ Design and development for new web-based application. 
o Testing of data. 

This supports Competitive Energy and Reliable Energy, by providing a monthly 
analysis of coal among selected utilities. 

Drawing Management System 
o Beginning proof of concept design. This Web based application will enable 

users to view cad drawings as well as modify associated attribute data. 
Initial concept is for Spurlock, but a corporate solution is foreseen. 

This supports Competitive Energy and Reliable Energy, by providing at each power 
plant a standardized drawing platform. 

Redesign EKPC’s Websites - Internet/Extranet/Intranet 
0 Set up new internet area for Government Affairs. http://govt.ekpc.com to 

allow them to easily distribute current legislative information. We have been 
assisting them with Acrobat issues on their newsletter. 

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 
o The Computer Support Line resolved 89 support calls during the previous 

period. 
o Installed a new file server for PeopleSofi system that will improve 

performance and reliability. 
o Inspected approximately 30 Dell laptops for battery recall 
o Implemented new database server for Business Applications 
o Furnished classroom PCs for Maximo class at Spurlock 
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o Provided laptop PCs, portable network, and on site support for Energy 
Mgmt. Conference in Louisville 

+ Repaired and delivered a crashed file server for Spurlock 
+ Replaced hub and updated network wiring in Cooper control room that was 

causing intermittent outages. 
o Testing new brand of wireless access points at headquarters and Spurlock to 

see if they improve connectivity. 
o Installed 7 new computers that were ordered since Jan 1. 

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 
A telephone line has been ordered for the Headquarters substation. 

o 220MHz radios were ordered for a new Renaker master and for the new 
Headquarters Substation. 

o A HVITJ isolation device has been installed at TJpchurch substation. 
o New RTU circuits have been tested and placed in operation McCreary 

County, Wayne County, and Tyner switchyards. 
This supports key measure Reliable Energy by providing the ability to get substation 
information and do remote switching. 

Provide Telecommunications to Members 
o Radios were ordered for the Cumberland Valley SCADA project 
o Radios were received for an upgrade to the Owen Electric SCADA system 
o A detailed map study and path profile was performed for a proposed Owen 

Electric microwave path to Walton Service Center. 
This supports key measure Member Services by providing a value-added service to 
member systems. 

Provide New Two-way Radio System 
o UTCG was hired to perform a predicted area coverage plot of the existing 

two-way radio system as a baseline and perform a drive test of one new radio 
site to confirm the computer model. 

+ A bid spec was prepared for the detailed consulting services for the project. 
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. 
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Maintain the Telecommunications System 
1) Drawings for the new digital system are being delivered to the remote sites. 
1) Routine maintenance was performed at seven microwave sites. 
+ On 1/24/05 the north ring OC-3 radio at Stanton was repaired. 
6 Tower lights were repaired at Tyner and Badger. 
+ Bi-annual microwave maintenance was done at Tyner, Shelby County 

Switchyard, Cooper and Johnson Hollow. 
Routine operation and maintenance of the telecorn systems supports key measures 
Competitive Energy and Reliable Energy by providing the ability to get critical power 
system operating information. 

Implement Telecommunications Strategic Plan 
1) All ciicuits have been moved to the new digital system except EMS channel 

33 and dispatch dial circuits. Then new SCAnA master for EMS channel 33 
will be installed the first week of February. 

This new telecorn 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 

Annual O&M Budget - On Budget. 
Lost Time Accident Rate - 0.0 
WAN Availability - 100.0% 
L,AN Availability - 99.4% 
Two-way Radio Availability 

o Member System Base Stations - 99.48% 
o EKPC Rase Stations - 99.76% 

Application Availability -1 00% 
Data Circuit Availability- 98.57% 
On-Time 555 Problem Resolution - 93% 
Customer Satisfaction Index 

PBX Availability - 100% 
o NCS Team - 100% 
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Pending Litigation against EKPC 

1. 

2. 

3. 

4. 

Brenda Milton v. EKPC, et a1 (Ei?zploymeizt Discrimination Lawsuit) - Clark Circuit Court. 
On November 2 1, 200 1, 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 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. The matter will 
be rescheduled for re-hearing in late February 2006. 

Dorsey McCarty, et 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 hrther action. 

Mark Jordan v. EKPC and CBA - 1J.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 working on a Summary Judgment motion. 

United States ofAnzer&a v. EKPC (Clean Air Act Enforcement) - US.  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 pennit; 
(c) applicability of the routine maintenance exclusion; aiid 
(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 late May/early June 2006; but this 
schedule could change depending upon whether the court rules favorably upon all or some 
of these motions. 

5. Anthony Stevens v. EKPC - U.S. District Court for the Eastern District of Kentucky. 
On September 1,2004, Anthony Stevens sued the Company alleging that he is an 
African-American and that despite his superior qualifications for a position as a 
Coal Yard Operator, he was denied the opportunity to interview for and take a 
written test for that position at EKPC’s Spurlock Power Station because of his race. 
Stevens seeks an Order from the Court allowing him to take the written exam, to 
order EKPC to interview and consider hiring him, and for all other relief “as the 
Court may deem just and proper.” EKPC has filed an Answer to the lawsuit 
denying the claims of the plaintiff and intends to vigorously defend the case. 
Plaintiffs first set of discovery has been answered by EKPC. Plaintiffs counsel 
has filed a motion to withdraw as counsel. 

6.  EnviropoweT*&C v. EKPC (Spurlock 4 Certificate Order) - Franklin Circuit Court. 
A hearing was held in Franklin Circuit Court on January 13 on motions by EKPC 
and the PSC to dismiss Enviropower’s appeal of the Cornmission order granting 
EKPC construction certificates for Spurlock 4. EKPC and the Commission contend 
that Enviropower has no standing to appeal the order, since it was denied 
intervention in the case. EKPC has filed a supplemental memorandum with the 
Court, and the Commission should be filing its Supplemental memorandum in the 
near Euture. A written order will be issued by Judge Graham. 

7. Enviropower v. EKPC (Smith Geizeratiod - Enviropower failed to appeal the 
Franklin Circuit Court’s dismissal of its temporary injunction complaint in this case 
within the statutory period. (CASE CLOSED) 
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Pending Litbation for EKPC 

1. 

2. 

Substatioiz Vaizdalisiiz (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, $75,271.72 on the Judgment has been collected from the defendants. 

EKPC v. Greenwich Insurance 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. L,exington 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 and has remanded the case back to 
Clark Circuit Court. 

Claim and Topics 

1 .  

2. 

KU and LG&E v. EKPC (FERC Proceedind - On September 18,2002, KU and LG&E 
filed with the FERC a proposed restructuring of two agreement with EKPC. The first is an 
Interconnection 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 KIJ and LG&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 KU/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/KTJ. 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. 
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SEPTEMBER 2006 

Engineering 

Engineering is supporting the Smith Unit No. 1 , combustion turbines, 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 the Division for Air Quality concerning the application for the 
new generation facility at J.K. Smith Power Station. The application for the CTs will be 
filed followed by the application for the CFB. The Division has promised a quick 
turnaround on the permit issuance. They proposed having both applications approved by 
early spring 2007. 

A meeting was held with RUS concerning Environmental Reports on the CTs, CFB, and 
transmission line for the J.K. Smith Projects. RUS has set a scoping meeting for the CFB 
on October 16'h to obtain local input into the project. 

Cleanup continues at the proposed Webb's Crossing substation site. The waste areas have 
been identified, and steps to remove the material continue. 

A meeting was held with the Division for Air Quality in startup procedures at all power 
plants in the state. The Division is requesting a great deal of additional information than 
in the past. 

Reviews have been conducted with Spurlock and Cooper Power Stations of their newly 
issued air permits. The new permits require additional data collection over prior permits. 

These activities support all three of our corporate key measures-reliable energy, 
competitive energy, and services. 





Production Monthly Report 
Page 2 
September 2006 

EKPC’s coal inventory at the end of September 2006 will be approximately 37 days. The 
inventory is projected to increase slightly in the future months in preparation for the winter 
months. 

A recommendation for a coal supply contract amendment with Infinity Coal Sales, LLC, 
will be presented at the October 2006 Board and Committee meetings. The amendment 
has been negotiated to lock in compliance coal for Spurlock Power Station Unit No. 2 until 
the scrubber begins operation. 

A recommendation for a coal supply contract with Coalsales, LLC will be presented at the 
October 2006 Board and Committee meetings. The contract has been negotiated to lock in 
compliance coal for Spurlock Power Station Unit No. 2 until the scrubber begins 
operation. 

Crounse Corporation in compliance with contract terms and conditions, notified EKPC of 
their intent to terminate the barge transportation contract unless new rates could be agreed 
upon. Negotiations have been ongoing since August with Crounse to obtain the lowest 
achievable barge rates, and management anticipates making a recommendation regarding 
the barge contract at the November 2006 Board and Committee meetings. 

Work continues on future coal and limestone sources for the new scrubbers. 

Fuel personnel continue to work with various departments in providing fuel price 
projections for use in the budget and the Integrated Resource Plan. 

Approximately 7,500 gallons of No. 2 fuel oil were purchased for Dale Power Station, 
approximately 7,500 gallons for Cooper Power Station, and approximately 30,000 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 
September 2006 

Production 

Dale Power Station 

Dale Power Station has generated a total of 7 17,2 17 net MWh through August 3 1 , 2006. 
Units No. 1, No. 3, and No. 4 were on-line and fully available for the entire month. Unit 
No. 2 was removed from service on September 1 lth due to a forced outage that occurred 
due to a water wall tube leak. The unit was repaired and back on-line September 131h and 
fully available the remainder of the month. 

Allen Company is on-site cleaning the No. 2 ash pond. ABM Technical was on-site 
performing monthly vibration analysis on critical equipment plant-wide. FM Global was 
on-site for semi-annual inspection. 

Dale personnel assisted the CT Site with water treatment needs. They also repaired the 
4B circulating water pump thrust bearing cooling coils at Dale Power Station. Other 
routine preventive maintenance was also performed plant-wide by Dale Power Station’s 
personnel. 

Routine Safety Meetings were held at Dale Power Station. 

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 157’28 

All units were available the entire month of September. 

net MWh through August 3 1 ’l. 

Preparation and planning is ongoing for Smith Unit No. 1 CFB and cornbustion 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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Production Monthly Report 
Page 4 
September 2006 

Cooper Power Station 

Cooper Power Station has generated 1,382,202 net MWh through August 3 1 , 2006. Unit 
No. 1 was on-line and fully available for the month until September 13'h. The unit was 
forced off-line due to a gland seal exhauster problem. The unit was back on-line the same 
day and fully available the remainder of the month. Unit No. 2 was taken off-line due to a 
maintenance outage to clean the condenser on August 3 1'' and was back on-line 
September 1". The unit forced off-line on September lgth due to a tube leak in the boiler. 
The unit was back on-line September 21St and was fully available the remainder of the 
month: 

Cooper Power Station's maintenance personnel performed normal preventive maintenance 
tasks during the month of September. Some of the tasks that were completed were 
collecting monthly oil samples, servicing all conveyors main bearings, inspecting and 
servicing coal sample building equipment, checking Unit No. I and Unit No. 2 submerged 
chains, checking TJnit No. 1 and Unit No. 2 coal feeders, and changing filters on various 
pieces of equipment. These, as well as other projects, were completed during this time. 

Mann Painting Contractor continued to work on the 2-A conveyor 

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 5,214,448 MWh through August 
3 1,2006. Units No. 1 and No. 2 were on-line and fully available through September lgth 
when this report was issued. Unit No. 3 was on-line but derated to 260 MW due to the 
floor nozzle needed to be clean. On September gth the unit was taken off-line for the fall 
outage. The unit was back on-line September 17th . 

Maintenance work for September included the outage work, which has the highest priority. 
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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OCTOBER 2006 

Transmission Planning 

Summary of Future Transmission Proiects Identified as of November 2006 

Transmission planning has presently identified the following transmission expansion 
requirements for the ten-year planning horizon (2006 through 201 5): 

0 

e 

0 

0 

0 

0 

0 

0 

0 

0 

0 

262 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 
19 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 
191 miles of re-conductor or rebuild of existing transmission line 
2 1 new breaker additions at existing transmission substations 
Replacement of two existing transmission transformers 
Re-winding of one existing transmission transformer 
29 new 69 kV capacitor banks totaling 41 9 Mvars 
193 miles of transmission line requiring high-temperature upgrades 
25 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. 

No significant changes have been made to these plans since the report provided in October 2006. 

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 pick up of the 
Warren RECC load is delayed by one year. The winter graph shows that there will be tight 
winter margins even with the delay of WRECC’s load due to delays in adding new capacity. 
EKPC will need to make some seasonal purchases of transmission and/or power to help cover the 
peak load and reserves throughout the period. Summer seasonal purchases should not be 
necessary although it may be economical to purchase transmission to bring in economy power. 
PSC approval for the proposed Smith capacity was received August 29,2006, and is a big step in 
getting the power supply plan on track. The graphs assume that 2 of the new Smith CTs will be 
available for the Winter 2008-09 peak. The other 3 are assumed to be available by Summer 
2009. 





The 2006 IRP was completed and filed with the PSC on October 20th. The plan provides for 
about 900 MW of baseload capacity and 200 MW of peaking capacity to be added through 2020. 

5 
E 

EKPC Winter Peak Laad & Resaurces 

4,000 I 

3,500 

3,000 

2,500 

2,000 
1,500 

1,000 
500 

0 
2007 2008 2009 2010 2011 

Year 

SEPA 

CTs 

Purchases 

Coal-fired & LFGTE 

+Winter Peak 

EKPC Summer Peak Laad & Resources 

4,000 1 I 
3,500 

3,000 
2,500 
2,000 
1,500 

1,000 
500 

0 

rjgggg SEPA 

CTs 

PtJrChaSeS 

Coal-fired & LFGTE 

-+--Summer peak 

2007 2008 2009 2010 2011 

Year 
I 

NOTES: 
Gallatin Steel interruptible load is excluded, along with small interruptible loads. 
Pendleton Co. LFGTE assumed to be on-line by February 2007. 
Smith CTs 8-12: 

First 2 units assumed to be on-line for Winter 2008-09 peak. 
L,ast 3 units assumed to be on-line for Summer 2009 peak. 
Warren RECC load data included April 2009 (One Year Delay). 

Spurlock 4 unit assumed to be on-line in Spring 2009. 
Smith CFB 1 assumed to be on-line by Summer 2010. 





Mid-Term Planning 

Mid-Term Planning focuses on EKPC's power supply issues from one month out to three or more 
years. It functions to optimize the use of EKPC's assets for power supply to our Members focusing 
on the mid-term time frame. We are working with other areas of the company to compile a view of 
hedging activity that aims to mitigate risk exposure and reduce price volatility. The following list 
summarizes those activities. 

Coal costs are being hedged by entering into long-term purchase contracts for 
approximately 60% of our needs. The remaining 40% is locked up by purchase orders on a 
month to two-month ahead basis. We are investigating other ways to potentially mitigate 
transportation cost risk. 
Natural gas costs are being hedged by purchasing financial futures of 30% of our historical 
needs through Constellation Energy. The futures are sold to offset against the current 
month's gas purchases. 
Emission allowances are being purchased ahead to build an inventory to average the 
allowance costs resulting in levelizing that portion of the environmental surcharge. 
Transmission rights are being purchased for the next year to guarantee a transportation flow 
into our system for the market purchases that will be needed to supply Member's needs. 
Power purchases are being evaluated to estimate our future needs and investigating 
opportunities to obtain contracts to supply those needs. 
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Generation Dispatch 

Svstern Peak - EKPC’s coincident peak in September 2006 was 1,652 MWh, occurring at hour 
1500 on the 9th. Member system requirements for the month of September 2006 were 861,705 
M M ,  a decrease of -10.97% below September 2005. During September, there were 150 cooling 
degree days less than last year, temperature was 10.4% cooler than September 2005. 
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Corporate Strategy and Technology Applications Process - Shiela Medina, Manager 

Cooperative Research Network (CRN) Visit 

The Corporate Strategy and Technology Applications Process scheduled and 
held its final three of four regional visits aimed at informing the Member 
Systems of what is available to them with our CRN membership. Owen Electric, 
N o h ,  and South Kentucky hosted the three meetings. All EKPC Member 
Systems and Warren RECC have attended at least one of the four CRN 
membership meetings. This effort is in line with EKPC’s Mission to provide 
member services. 

Benefit Assessment of the Electric Power Research Institute (EPRI) 

The Corporate Strategy and Technology Applications Process was asked to 
revise its EPRI Benefit Assessment report. As a reminder, the report was to 
consider only those projects that are being directly used by EKPC. As directed, 
the Benefit Assessment considers the years fi-om 2003 to 201 1. This time period 
looks back three years, includes the current year, and looks forward for five 
years. The result of this exercise resulted in a 3 to 1 rate of return on EKPC’s 
EPRI membership. This effort is in line with EKPC’s Mission to provide 
reliable and competitive energy to the member systems. 





OCTOBER 2006 

Finance & Risk Management Process - Frank Oliva, Manager 

Treasury Management 

0 Cash Management 

EKPC continues to investigate the best possible options of investing excess 
funds to enhance yield and project daily corporate cash needs. On October 3 1 , 
EKPC had $53,766,500 of temporary, short-term investments in general funds. 
Interest rates on investments ranged from 5.10% to 5.20%. $22,769,960 (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 
s ys tem s . 

As of October 3 1 , a total of 97 bank wires/transfers were initiated for a total 
amount of $103,107,75 1 , which brings the total number of bank wires to 838 for 
the year 2006 compared to a total of 977 for the year 2005. These bank 
wiredtransfers include cash investments, benefit reimbursements, purchasing 
card payments, MIS0 payments, emission purchases, coal payments, contract 
payments, purchased power, debt service payments, and all expenditures related 
to payroll. 

0 Construction Funds 

No advances were requested nor received for October. 

The interest rates on our floatinghixed rate pollution bonds through October 3 1 
were: 

Cooper - 6 Month fixed rate - 3.68% 
Smith - 6 Month fixed rate - 3.55% 
Spurlock -weekly floating rate ranged from 3.48% to 3.83% 

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 October 3 1 , 6 of the 7 1 loans remain outstanding with balances 
totaling $61,057. 

To intensify marketplace opportunities in the area of propane, EISPC has entered 
into Revolving Line of Credit Agreements with four member systems. As of 
October 3 1 , EKPC has purchased $1,566,000 in capital stock and has loaned 
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$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 October 31 is $3,462,287. 

As of October 3 1 , $565,950 plus interest remains outstanding to promote 
industrial development in the certified temtory of four member systems through 
an Industrial Development Pilot Project. These actions support EKPC’s Mission 
to provide competitive energy to the rnernber systems. 

e Finance 

The Finance Process continues to monitor and maintain current financial 
information. In October, the CFC interest rate for lines of credit was 7.15% and 
the CFC variable, long-term rate was 7.30%. FFB interest rates on October 3 1 
were 4.65% and 4.72% for two-year loans and thirty-year loans, respectively. 
The prime commercial rate remained at 8.25%. The interest rate on October 31 
for the CFC thirty-year long-term fixed rate loan was 7.25%. As of October 3 1 , 
the interest rates on EKPC’s Revolving Credit Facility ranged from 6.15% to 
6.21%. This action supports EKPC’s Mission to provide competitive energy to 
the member systems. 

BudRet & Financial Planning 

e Budget 

Prepared actual-to-budget comparison reports for September 2006 for all 
departments and business units. 

Continued monthly analysis of fuel, 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. 
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Provided the 2006 and 2007 capital construction budget and a monthly 
comparison of the 2006 actual to budget expenditures with explanation of 
variances to the Public Service Commission. This was the PSC’s first data 
request in the case reviewing EKPC’s financial condition. 

The Budget Team continued consolidation of all budget data relevant to EKPC’s 
2007-2008 operating budget and 2007-2009 capital budget. Extensive analyses 
of revenue, operatiodmaintenance expense, fuel, emission allowances, and 
purchased power are being done with comparison to prior years. These actions 
support EKPC’s Mission to provide competitive energy to member systems. 

0 Financial Planning 

Continued preparation of the Twenty-Year Financial Forecast and Equity 
Development Plan 2007-2026. Analysis is done of various financial statements 
including BaIance Sheets, Statement of Operations and Cash Flow Schedules. 
Actual operating data and capital expenditures for 2005 and 2006 as well as 
future capital requirements are being reviewed at this time. 

Assisted Resource Planning on various analyses and provided information for 
use in the 2006 Integrated Resource Plan to be filed in October 2006. These 
actions support EKPC’s mission to provide competitive energy to the member 
systems. 

Risk ManaEement 

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

Property Insurance - Staff begun work on the property renewaVplacement. 

Builder’s Risk Coverage - Work continues on obtaining Builder’s Risk 
insurance coverage for the CTs, Smith #1 and renewing coverage for Spur #4. 

Excess Liability, Excess Workers’ Compensation, Marine, Crime, and Envision 
Insurance- These policies have been placed with October 2006 to 2007 effective 
dates. The excess liability coverage limit remained at $35 million. 

Directors’ & Officers’ Liability and Fiduciary Liability Insurance - Work 
continues on these placements/renewals. Current policies expire on November 
14, 2006. 

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

Member Systems Claims for Transmission System Disturbance - One claim for 
South Kentucky RECC was paid. 

Energy Risk Management 

Energy Risk Management Policv - The Energy Risk Management policy and 
related documents continue to be reviewed by EKPC and APM. 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. 

M 9  
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E.A. Gilbert Generation Project Costs thru 913012006 

Contract # Contract 
Number 

E l  
E6 
E8 
E l  I 

El  6 
E17 
E2 1 
E36 * 

El01 
E103 
E131 
E146 

E201 
E21 1 
E221 
E222 

E25 1 
E261 
E281 
E332 

Purpose 

Turbine/Generator 
Feedwater Heaters 
Deaerator 
Condenser 

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

Alloy Piping 
Radial StackerlRecIaimer 
Transformers 
Switchgear 

Boiler Island 
CoaVLimestone Handling 
Stack 
Cooling Tower 

Piling 
Substructure 

Contractor 

GE 
Yuba Heat 
Ecodyne 
TEI 

Goulds/lTT 
Flowserve 
Flowserve 
ABB 

Bendtec 
Metso Minerals 
WaukesdPSD 
Pederson 

Alstom Power 
Sedgman 
Pullman Power 
Marley Cooling 

Richard Goettle 
Baker 

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 

Contract Award Contr.AwardAmend (thru 9/30/06) 
t Amendment Overl(1Jnder) Actual Recorded 

Desian Costs Expenditures 

$ 32,586,200,OO $ 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) 236,056 

1,735,539 475,539 1,708,081 
4,345,000 2,345,000 3,329,532 

1,951,529 1,951,529 1,951,529 
1,815,500 1,8 15,500 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 16,092,380 
4,604,000 (346,000) 4,604,000 
2,382,600 482,600 2,383,549 

5,071,757 (4,528,243) 5,071,757 
9,650,846 9,650,846 15,343,775 

728,185 (707,815) 737,889 

Actual 
Over/(tJnder) 

Contr. Amended 
- costs 

$ 16,290 
9,704 

3,446 
(27,458) 

(1,015,469) 

141,171 

0 

2,312,639 
424,907 

949 

(8,880) 

5,692,929 
Balance of Plant (tMisc. Pumps) Cherne Contracting 76,001,000 82,105,100 6,104,100 83,287,552 1,182,452 
Painting Universal 2,631,846 2,631,846 2,631,846 0 

8,732,680 Subtotal $ 264,826,000 321,959,328 57,133,328 330,692,008 

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 $ 292,196,000 321,959,328 29,763,328 330,692,008 8,732,680 

Other Costs 
Engineering Design Stanley $ 10,640,000 1 1,720,000 1,080,000 13,278,222 1,558,222 
Owners Cost EKPC 19,500,000 19,500,000 20,014,847 514,847 
Spare Parts EKPC 3,000,000 3,000,000 925,285 (2,074,715) 
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 Other $ 34,915,000 35,995,000 1,080,000 38,160,006 2,165,006 

Total Contracts t Other $ 327,ll 1,000 357,954,328 30,843,328 368,852,014 10,897,686 

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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Spurlock #4 Generation Project Costs thru 9/30/2006 

Contract t Contract 
Number 

F1 
F6 
F8 
F1 I 

F16 
F l  7 
F2 I 
F36 

F46 
F7 1 

F101 
F103 

F131A 
F131B 
F146 
F20 1 
F204 

F211 
F221 
F222 
F251 

F261 
F271 
F263 
F264 

F281 
F281 
F281 
F332 

- 

Actual 
Original Contract Award Contr AwardAmend (thru 9/30/06) Gver/(Under) 
Design t Amendment Over/(Under) Actual Recorded Contr Amended 

Purpose Contractor - costs - costs Desiqn Costs Expenditures - costs 

TURBINE GENERATOR GE $ 32,395,000 $ 32,895,000 $ 500,000 $ 23,884,517 $ (9,010,483) 
FEEDWATER HEATERS Yuba 756,000 1,207,124 451,124 1 ,I 22,645 (&4,479) 
DEAERATOR Ecodyne 200,000 303,094 103,094 280,040 (23,054) 
CONDENSER TEI 1,600,000 2,358,510 758,510 2,144,100 (214,410) 

CIRCULATING WATER PIJMPS 1TT Industries 630,000 694,200 64,200 494,200 (200,000) 
CONDENSATE PUMPS Flowserve 245,000 323,505 78,505 323,505 
BOILER FEED PUMPS Flowserve 1,774,000 2,375,772 601,772 1,163,698 (1,212,075) 
DISTRIBUTED CONTROL SYSTEM ABB 4,000,000 3,928,175 (71,825) (3,928,175) 

FANS & MOTORS Howden 2,668,000 2,718,458 50,458 1,840,804 (877,654) 
ASH HANDLING EQ ONLY 1,500,000 (1,500,000) 
ALLOY PIPING AND AtLOY SUPPORTS BendTec 2,450,000 3,922,297 1,472,297 2,144,606 (1,777,690) 
RADIAL STACKEWRECLAIMER 

TRANSFORMERS - Large Pauwels 4,625,000 3,100,552 ( I  ,524,448) 310,055 (2,790,497) 
TRANSFORMERS - Medium Waukesha 1,354,700 1,354,700 (1,354,700) 
SWITCHGEAR Pederson Power 4,273,000 3,914,646 (358,354) 2,451,283 (1,463,363) 
BOILER ISLAND Alstom Power 180,500,000 194,500,000 14,000,000 94,665,037 (99,834,963) 
EMISSIONS MONITORING 300,000 (300,000) 

COAULIMESTONE HANDLING Dearborn Mid-West 8,650,000 12,078,400 3,428,400 1,174,900 (1 0,903,500) 
STACK I CHIMNEY Pullman Power 5,700,000 5,851,000 151,000 78,000 (5,773,000) 
COOLING TOWER Marley Cooling Twr 2,454,000 3,025,100 571,100 1,782,413 ( I  ,242,687) 
PILING Richard Goettle 5,650,000 9,246,942 3,596,942 9,0 6 9,3 8 7 (177,555) 

SUBSTRUCTURE Baker Concrete 12,900,000 17,l 78,476 4,278,476 9,078,984 (8,099,492) 
STRlJCTURAL STEEL 
CIRCULATING WATER PIPE Reynolds 6,000,000 10,385,620 4,385,620 6,519,580 (3,866,040) 
ASH SILO'S 

6,523,423 (93,051,285) 27,574,708 BALANCE OF PLANT Cherne 72,000,000 99,574,708 
TURBINE CRANE 
AUXILIARY GEN & BUILDING (2000 KW)' 
PAINTING 2,500,000 (2,500,000) 

- 
Subtotal $ 353,770,000 410,936,279 57,166,279 165,051,176 (245,885,102) 

STEEL CONTINGENCY $ 10,000,000 (1 0,000,000) 
(9,025,000) F201 BOILER CONTINGENCY 9,025,000 

F281 BOP CONTINGENCY 7,200,000 (7,200,000) 
CONTINGENCY (EXCL FI,F201,F281) 6,887,500 (6,887,500) 

Subtotal $ 33,112,500 (33,l 12,500) 

Other Cosls 
Engineering Design 
Owners Cost 
Spare Parts 
Site Prep 
Environmental Costs 

Tolal Contracts S 386,882,500 410,936,279 24,053,779 165,051,176 (245,885,102) 

Stanley $ 16,270,000 16,200,000 (70,000) 6,819,820 (9,380,180) 
EKPC 20,000,000 20,000,000 6,148,128 (13,851,872) 
EKPC 
EKPC 1,752,187 1,752,187 
EKPC 

Total Other $ 36,270,000 36,200,000 (70,000) 14,720,135 (21,479,865) 

Total Contrads t 'Other $ 423,152,500 447,136,279 23,983,779 179,771,312 (267,364,9671 

Interest During Construction IDC 46,546,775 46,546,775 6,183,347 (40,363,428) 

Fuel Credit dunng Commissioning (1,979,134) 

Project Total 
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May-06 20.25 27.91 7.66 18.1 0 25.33 7.23 
Jun-06 20.25 24.96 4.71 18.10 26.39 8.29 
JuI-06 20.25 26.08 5.83 18.1 0 27.57 9.47 
Aug-06 20.25 27.85 7.60 18.10 31.09 12.99 
Sep-06 20.25 27.00 6.75 18.1 0 23.1 8 5.08 

L 

Accounting and Materials Management Process - Ann Wood, Manager 

General A c c o u n b  
Accounts payable wrote 966 checks for the month of October 2006 totaling 
approximately $37,678,000. 

M i 3  
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Materials Management 

Due to forecasting and contract purchasing of aluminum wire, EKPC has realized 
$242,683 in savings on seven recent orders. Purchasing team members made 
power plant visits to evaluate and begin work on 2007 blanket ordedcontract 
re uirements. One warehouse and three purchasing team members attended the 
2” part of the 3-part NRECA Materials Certification Program held in conjunction 
with the Kentucky Materials Management Association conference; two team 
members stayed for the conference. An Institute of Supply Management satellite 
seminar, “Finance for the Supply Professional,” was hosted at ETSPC and attended 
by several Purchasing team members. 

! 

The Winchester Warehouse inventory increased in September by $107,627, with 
an ending balance of $12,662,466. Stock-related material handled during the 
month totaled $1,417,588, and included material for ten (10) Power Delivery 
Expansion projects, and credits for five ( 5 )  projects. 7,149 gallons of fuel was 
pumped at the fuel facility during September. 7,874 gallons of unleaded was 
purchased for $2.20/gallon. No diesel was purchased. 

Pavroll 

Payroll Supervisor attended the Peoplesoft Regional Users Group meeting in 
Nashville, Tennessee. Added employees to the Time and Labor self service 
module. Performed routine payroll 

Plant Accounting 

Plant accounting has completed physical inventory at Spurlock, Smith, Winchester 
Warehouse, and Dale. Cooper is scheduled for the week after Thanksgiving. 

- General Accounting 

Accounts payable wrote 734 checks from September 1 through September 22, 
2006, totaling approximately $33,163,000. 

Materials Management 

EKPC has entered into a corporate-wide scrap metal program with Mansbach 
Metal Company. A two-year agreement has been entered into with United States 
Alumoweld for alurnoweld shield wire for line construction, with an estimated 

M 14 





inance 

Finance Monthly Report 
Page 10 
October 2006 

total spend of $200,000. A two-year agreement has been entered into with Alcan 
Cable for line construction conductor requirements, with an estimated total spend 
of $12,000,000. Jennifer Messer has been promoted to Buyer on the Purchasing 
Team. 

The Winchester Warehouse inventory decreased in August by $42,555, with an 
ending balance of $12,554,839. Stock-related material handled during the month 
totaled $1,043,948, and included material for nineteen (19) Power Delivery 
Expansion projects, and credits for ten (IO) projects. 9,070 gallons of fuel was 
pumped at the fuel facility during July. 7,000 gallons of diesel was purchased for 
$2.8 l/gallan. No unleaded was purchased. Steven Tolson has joined the 
Warehouse Team as a temporary laborer and delivery person. Melanie Hubbard 
marked her 25th year of employment with East Kentucky Power in September. 

Payroll 

Tested Payroll Tax Update 06D prior to it being put in production. 
Performed routine payroll duties. 

Plant Accounting 

Plant accounting is in the process of Scheduling Physical Inventory for each 
location. The first was performed in September at Spurlock, with the other 
locations scheduled for October and November. 

Pricing Process - Bill Bosta, Manager 

EKPC/LG&E Transmission and Interconnection Agreement Dispute 

On September 1 the Commission issued its final order in the case. The 
Commission essentially upheld Administrative Law Judge Grossman’s prior 
decision. According to the Order, L,G&E will be required to calculate a new 
transmission rate to now reflect in the formula rate any load that received service 
on the L,G&E transmission system that had not previously been included in the 
denominator of the calculation. LG&E had stated at the hearing and in Legal 

Briefs that it did not have adequate data to perform this calculation. The 
Commission ruled that if LG&E could not identify such data that the transmission 
rate would revert back to the previous rate of $.77/KW-Mo. LG&E must identify 
its transmission rate calculation along with the refund amount in a Compliance 
Filing with the FERC that is due on October 2. EK will have the right to challenge 
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LG&E ‘s Compliance Filing. The Commission’s ruling brings to an end a four- 
year litigation with L,G&E on these transmission rates, application of ancillary 
service charges and how to treat MISO Schedule 10 administrative charges. 
Shown below is a summary of the annual effect of the Commission’s Order, 
assuming that L,G&E uses the transmission rates in effect prior to their original 
filing in September 2002. 

Proposed Increase Increase as Ordered 

Interconnection Agmnt $58 1,000 70.0% $62,000 7.4% 

Transmission Agmnt $278,000 23.5% $35,000 2.9% 

Total $859,000 42.6% $97,000 4.8% 

As a result of the Order, EK estimates that LG&E will be required to refund about 
$1.8 million, which includes interest. The actual refund amount will be 
determined by L,G&E and submitted to the FERC in the Compliance Filing. Both 
EK and LG&E will have the opportunity to request rehearing. As the Commission 
ruled against EK and the Commission Trial Staff with regard to an additionaI $3.5 
million refund to EK as a result of LG&E billing EK for pancaked rates over the 
four-year period, EK will likely seek rehearing on that issue. The request for 
rehearing must be filed by October 2. 

Aside from the Commissian’s Order, as a part of the L,G&E request to exit MISO 
at the FERC, EKPC was able to negotiate a provision that allows L,G&E to 
reimburse EK for the pancaked rates issue going forward beginning December 1 , 
2005. To date, EKPC has received a credit of about $3 10,000. EKPC and LG&E 
have completed the negotiation of a new Interconnection Agreement. The new 
Agreement became effective on September 1. 

Including the effects of pancaking cited above, it appears that L,G&E’s proposed 
filing in 2002 resulted in a net loss to them rather than the 43% increase they had 
originally sought. 

This project will enable EKPC to continue to strive to provide reliable service at a 
competitive price. 
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Environmental Surcharge ImplementatiodErnission Allowance Strategy & Six- 
Month Review Case No. 2006-00 13 1 

On September 20, EKPC submitted its fifteenth monthly report to the Commission 
for the Envirormiental Surcharge factor. EKPC filed a factor of 12.49% to be 
applied to service rendered in September 2006 and billed the first week of 
October. EKPC also filed environmental surcharge factors on behalf of each of 
the sixteen member systems, ranging from 7.95% to 10.61%. 

In early August, as requested by the Commission, EKPC filed a response on behalf 
of itself and all Member Systems that the Commission may issue an Order based 
on the existing record in the case. Gallatin Steel, an intervenor in the case, filed a 
similar response. The Case is ripe for decision and an Order is expected in the 
near future. This project helps EKPC maintain financial stability while meeting all 
regulatory compliance issues. 

EKPC 12-month Estimated 
Expense Rolling AVG Net Revenue 
Month Revenue Requirement 

(1) (2) (3) 
Oct-06 $49,857,207 $5,230,443 
Nov-06 I $50,402,465 I $5,107,453 
Dec-06 
Jan-07 
Feb-07 
Mar-07 
Apr-07 
May-07 

1J n -07 
Jul-07 
Aug-07 
Sep-07 
Oct-07 
NOV-07 
Dec-07 

$50,501,598 
$50,846,554 
$50,979,269 
$51,085,745 
$51,332,782 
$51,835,232 
$51,822,793 
$52,020,248 
$52,090,097 
$52,675,379 
$52,652,043 
$52,417,912 
$52.380.541 

$5,993,781 
$6,325,837 
$5,776,436 
$5,713,943 
$4,641,347 
$5,883,590 
$6,999,987 
$7,374,873 
$7,241,508 
$6,563,338 
$5,622,70 1 
$5,612,825 
$6.401.955 

Est. Monthly 
Environmental 

Surcharge 
Factor 

9.98% 
9.62% 
1 1.36% 
11.93% 
10.82% 
10.68% 
8.53% 
10.84% 
13.00% 
13.67% 
13.39% 
1 1.95% 
10.17% 
10.20% 
11.71% 

(4) 

Current SO2 price is $512.50 per allowance as of November 3, 2006 

Current NOx price is $775 per allowance as of November 3, 2006. 
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Case 2006-00045 Consideration of 2005 Energy Policy Act 

On August 30, legal briefs were filed in the case. Based on the record to date and 
the results of the hearing, it does not appear that the Commission will mandate 
implementation of time-of-day metering for all customers. A decision is expected 
to be rendered by the Commission this fall. 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 

6 Jackson Energy Cooperative-Completed the audit of tool control and expense 
and delivered the report to management. Presented the results of all three 
audits completed in 2006 to the Board of Directors on November 1. These 
included cellular telephones, contracts, and tool control and expense. 

e Clark Energy Cooperative-Completed the audit of cash receipts and delivered 
the report to management. Will present the results of all four audits completed 
in 2006 to the Board of Directors on December 2 1. These include purchasing, 
inventory control, consumer bill adjustments, and cash receipts. 

a Inter-County Energy Cooperative-Will begin an audit of employee travel and 
out-of-pocket expenses on November 7. Presentation to the Board of Directors 
is scheduled for February 16. 

Cost Rev&-Areas to Review and Status are as follows: 

0 Cellular Telephones-Completed 
8 Security Costs-Completed 
e Vehicles-In Progress 
* Maintenance Agreements (HST)--In Progress 
0 Credit Cards-In Progress 

Other 

Spoke at the KMMA Conference in Nashville on October 3 about “How 
Purchasing and Warehousing Affect the Bottom Line.” 
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Credit Union Process - Brian Tyler, Process Owner 

September 2006 Financial Report 

Loans 
Investments 
Total Assets 

Liabilities 
Deposits 
Equity 

Interest an L.oans 
Investment Income 
Total Income 
Total Expenses 

Retained Earnings 
YTD Retained Earnings 

14,046,994.37 
3,222,009.21 

18,005,868.68 

2,006,963.32 
13,712,437.49 
2,286,467.87 

67,458.1 3 
19,957.03 
88,342.19 
81,317.43 

7,024.76 
61,451.69 

Kentucky Credit Union League,Annual Meeting 

The Kentucky Credit IJnion L,eague recently held their annual meeting and conference 
in Louisville. Brian Tyler, Credit Union Manager, attended on behalf of the East 
Kentucky Employees Federal Credit Union and served on the nomination and election 
committees for the league. The conference offered many educational and networking 
opportunities as well as a chance to talk to state legislators about issues that might affect 
local credit unions. 

At the annual awards banquet, Brian Tyler was presented with the Richard B. Ziiiimerinan 
Outstanding Young Credit Uiiioiz Leader Award. This award is presented to the young person 
who has demonstrated the highest dedication and achievement in Kentucky’s Credit Union 
movement. Brian is also the president of the Bluegrass Credit Union Chapter, and accepted the 
Most Ej-fective Chapter Award for the second year in a row. 

dge/dd 
c: Directors & Alternate Directors 

Executive Staff 
Finance Staff 
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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. 

Attended a meeting with Thoroughbred Energy executives to discuss the status of 
their project in Western Kentucky. 

Attended the Interim Agriculture & Natural Resources Committee meeting in 
Frankfort, and meetings of its subcommittees, and the Interim State Government 
Committee meeting. 

Sponsored a meeting for co-op lobbyists to discuss issues in the upcoming 
legislative session, and to continue building relationships in the co-op group. 
Representatives from the Kentucky Association of Electric Cooperatives, 
Government Strategies, Big Rivers Electric C o p ,  and MMLK Government Affairs 
attended. 

Coordinated several interim legislative committee meetings and social events as part 
of the “Building a Better Bluegrass” coalition of local business groups and 
organizations. This included a meeting of the Interim Appropriations & Revenue 
Committee in Winchester, the first time that committee has met in Clark County, 
and a meeting of the Special Subcommittee on Energy in Lexington that featured a 
presentation by Joe Settles about EKPC’s environmental education programs. More 
than 75 legislators attended the three days of events and meetings. Inter-County 
Energy, Blue Grass Energy and Clark Energy also were sponsors. This is the second 
year for Central Kentucky to host the committees. An outline of Roy Palk’s remarks 
before A & R in Winchester is attached. 

Worked with Planning and Production teams to respond to a state request for 
proposals on potential sites for coal-to-liquids and coal-to-gas facilities throughout 
Kentucky. EKPC has submitted its J.K. Smith site in Clark County as a potential 
location. 
Continued working to develop a Governmental Affairs web site for member use. 
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overnmental Affairs I 
Attended the Democratic Jefferson-Jackson dinner in Louisville, which featured a 
speech by former President Bill Clinton. 

Worked with lobbyists from Duke Energy on EKPC panel representation at an 
energy efficiency conference in November. 

Attended a regional forum sponsored by Bluegrass Tomorrow. 

0 

0 
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EWC: 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 
C+ 

e 

e 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. Managing Costs 

Significant Results: 

e 

C+ 

Budget management - Centers 032,040,041,043,046,047 are under 
budget $647,220 year-to-date through September. 
Cost containment - Saved $720 by mailing employees Open Enrollment 
Packets in-house instead of to their home. 

2. Ensuring the safety, well-being, and development of EKPC emplovees 

Significant Results: 

e 

e 

e 

OSHA Lost Time Incident Rate - 1.61 
From SKILLSCOPE development plans, supervisors have begun long-term 
improvement plans. 
Employee opinion survey completed - results soon. 

3. Providing appropriate corporate staffing requirements 

Significant Results: 

e Positions Filled: 
e 

e 

e 

Senior Engineer (was filled with the transfer of Jeff Brandt in August) 
Maintenance Mechanic - Entry @ Spurlock - Cody Dicken (temp to ft) 
Lab Technician @ Dale - Amanda Warner Hall (temp to ft) 
2 - Student Engineers (Part-time/Temporary) - Michael Travelstead & 
Matthew Williams 
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esources port Services 

e Positions open: 

a 

e 

a 

a 

e 

0 

a 

a 

e 

a 

0 

a 

a 

a 

a 

a 

a 

a 

0 

0 

a 

Construction Project Manager @ Spurlock 
Senior Engineer (Production) 
Senior Engineer - EMS 
Environmentalist 
Construction Technician Crew Leader 
Senior Analyst 
Electrician @ Spurlock 
Auxiliary Operator @ Dale 
Computer & Instrument Technician @ Spurlock 
2 - Warehouseman @ Spurlock 
Maintenance Material Specialist @ Spurlock 
Engineer - Operations 
Maintenance Mechanic @ Cooper 
Landfill Generating Plant Operator - Pendleton County 
Auxiliary Operator - Spurlock 
Payroll Specialist 
Substation Technician - Bardstown 
Substation Technician - Hillsboro 
Plant Safety & Warehouseman @ J.K. Smith 
Construction Technician 
Senior Accountant 

4. Providing effective communications 

Significant Results: 

0 Provided numerous communications through e-mail and Insider to all 
employees regarding the changes in the medical plan for 2007. These 
communications informed employees how to lower their costs for 
prescription drugs. The communications also gave examples of the impact 
of the new prescription drugs co-pays and how employees could use Section 
125 plan to defer income taxes when paying for those expenses. 

5. Regulatory compliance 

Significant Results: 

e No Notifications 
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esources wmort Services I 
6. Member Systems Support 

Significant Results: 

e Met two member systems’ training needs. 

Information Technology Process - Wes Moody, Manager 

Provide support for the PeopleSoft ERP system 
PeopleSoft H M S  Version 8.8 

o Payroll - Analyze reporting to NRECA for various 401k distributions. Setup 
new payroll deduction codes and acquire new general ledger accounts for 
both of the new employee 401k programs. Tested payroll for 2007 to ensure 
that the new 401k program setup was calculating the correct percentages and 
that paychecks printed the new contributions. Involved in discussions on 
new employee setup. 

o Benefits - Completed PeopleSoft setup for New Employees hired on or after 
01/01/07. Setup new benefit programs for new fixll-time and part-time 
employees. Setup new eligibility and event rules so PS will automatically 
find a new employee eligible for the correct benefit program. Setup various 
401k programs. Tested hiring new full-time and part-time employees to 
ensure that PS would find them eligible for their correct benefit program. 
Setup new medical rates for new employees and linked to their new benefit 
program. Changed medical rates for current employees, retirees, etc. Setup 
and processed 2007 Open Enrollment. Printed Enrollment Forms. Work on 
new interface program for insurance provider was on hold due to new 
employee benefit program setup and testing. 

o Human Resources - HR has made preliminary SSEGs (Similarly Situated 
Employee Groups) as required by OFCCP. Testing Crystal reports based on 
these groupings as part of self-evaluation of compensation practices. Cost of 
living increases have been applied to Production. 

o Project Costing -Research and testing has begun with batch processes that 
will be used to load 800+ Assets into the Asset Management module. These 
Assets have been created from the Gilbert Unit being built and placed online 
at Spurlock Station. 

o Network and Business Applications teams worked together to setup new 
integration sofnvare that will allow Real-Time reporting against PeopleSoft 
Financial information over the EKPC Intranet. This has been put in place to 
assist with the development of the Power Delivery Scoping 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 more 

PeopleSoft - Financials Versioiz 7.5 
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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 Plans/Meetings have been put on hold until both the Production Business 

Unit Landfill Gas plant manager and the Business Applications team have 
the necessary time to design and develop the changes to PMRS to allow 
Landfill Gas plants to track data on a daily basis instead of monthly. 

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 
o The additional functionality for the On-Line version of the application has 

been completed. 
+ Power Delivery users have developed the reporting requirements, and the 

Business Apps team is currently developing the reports. 
I) Power Delivery has 5-6 users involved with the testing of the application. 

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. 

Upgrade MV90 Metering System 
o Upgrade is complete. Still working on minor issues between MV90 and 

MVPBS systems 
o Installed 2 b&w and 1 color laser printers in metering area to replace line 

printers. This was required because the new version of MV90 does not 
support the old high speed line printers 

o Setup outside Internet access for Operations training session in the Learning 
Center. 

This supports Competitive Energy and Reliable Energy, by providing timely and 
accurate meteringhilling data for the Production and Finance Business Units. 

Redesign EK.PCy s Websites - Intemet/Extranet/Intranet 
+ Generated traffic reports for October 06. Corporate Comrnunications is 

currently analyzing the results for future planning. 
o Completed interactive map pages for “Go Team” Industrial Development 

section. Provides key information about industrial building sites and spec 
buildings within our service area. 

This supports key measures Competitive Energy, Reliable Energy, and Member 
Services by developing a network and computing environment that facilitates a 
collaborative work environment. 
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esources I 
Provide Company-Wide Computer and Network Services 

0 The Computer Support Line resolved 114 support calls during the previous 
period. 

o Purchased new workstation backuph-ecovery software, which will 
dramatically improve our ability to restore crashed computers. Rollout will 
start after new servers arrive. 

o Setup Tellabs server for Telecom under Windows NT and Windows 2000 at 
their request. 

o Installed new training database software purchased by Energy Control. Will 
track NERC training of EC personnel. 

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 Ordered T1 multiplexers for the Backup Control Center to match those used 

at Headquarters. 
o Ordered SONET multiplexer cards required to reprogram the Backup 

Control Center multiplexers to match Headquarters after a disaster. 
o Installed the Tellabs DACS server. Wrote and tested a procedure to back up 

DACS programing and reload it. 
o Made plans to extend orderwire and microwave radio alarm circuits to the 

Backup Control Center 
o Made plans for SCADA radios for Bluegrass Parkway and Griffin 

substations. 
I) Ordered parts to terminate a new fiber optic cable to the Backup Control 

Center, to replace one that must be abandoned to rnake way for another 
structure. 

o The leased data circuit at Elihu was replaced with a 220 Mhz SCADA radio. 
o Design was completed for RS232 EMS RTU circuits to Bullitt and Pulaski 

Counties. Bullitt circuit was tested. 
This supports key measure Reliable Energy by providing the ability to get substation 
information and do remote switching. 

Provide Telecommunications to Members. 
I) More remote radios were installed for Flemingsburg's SCADA system. 
o Work is underway on the microwave link to the Blue Grass Harrison office. 

This will provide Blue Grass Energy network and phone connectivity to the 
Harrison office. 

This supports key measure Member Services by providing a value-added service to 
member systems. 
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Provide New Two-way Radio System. 

+ L,ockard & White consultants has completed their predicted area coverage 
maps and estimated the number of sites to cover this area. 

+ Lockard & White have revised their cost estimates for the project based on 
the number of sites and needed channel capacity. 

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 eight microwave sites. 
+ The EKPC low band base station was repaired at Tyner. 
+ Because of vandalism, telecom personnel again responded and made repairs 

to the New Castle microwave site. 
+ The old building at Maysville was torn down and removed from the site. 
+ All old microwave antennas were removed from the Winchester 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. 

IT Performance Measures 

+ Annual O&M Budget - TJnder Budget. 
+ L,ost Tinie Accident Rate - 0.0 
+ WAN Availability - 100.0% 
+ LAN Availability - 100.0% 
+ Two-way Radio Availability 

o Member System Base Stations - 98.7% 
o EKPC Base Stations - 99.89% 

+ Application Availability -99.99% 
+ Data Circuit Availability- 99.91% 
+ On-Time 555 Problem Resolution - 99.1 YO 
+ Customer Satisfaction Index 

o NCS Team - 93% 
+ PBX Availability - 100% 
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Pending; Litigation against EKPC 

1 

2. 

3 .  

Brenda Milton v. EKPC, et a1 (Employnzent Discrimination Lawsuit1 - Clark Circuit Court. 
The case been fully briefed and submitted for a decision. At issue are allegations by a 
former employee seeking damages on claims of a hostile work environment, retaliation and 
assault and battery by a co-worker. 

Mark Jordan v. EKPC and CBA - T.J.S. District Court for the Eastern District of Kentucky. 
On August 14,2006, the Federal District Court Judge granted EKPC’s Motion for 
Summary Judgment and dismissed the lawsuit. This lawsuit had been filed by a former 
employee alleging that EKPC had breached one or more of the terms of his workers’ 
compensation settlement; and, had conspired with CBA to arbitrarily deny him continued 
long-term disability benefits. Jordan has now terminated his attorney and has filed a 
Motion to Vacate the Judgment. EKPC has filed a response, objecting to said motion. 
Motion is pending before Judge Coffman. Jordan has also filed an appeal with the Sixth 
Circuit Court of Appeals but the appeal may be dismissed as not being filed timely. 

United States ofAmerica v. EKPC (Clean Air Act Enforcement) - U.S. District Court, 
Lexington - On January 28, 2004, the TJnited States, on behalf of the Environmental 
Protection Agency (“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. 
The Cooperative answered the lawsuit on June 18,2004. Since that date, the parties 
engaged in and have now completed discovery. On January 17,2006, the Cooperative 
filed several 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 Title V and state operating permits; 
(c) applicability of the routine maintenance exclusion; and 
(d) legal standards applicable to PSD and NSPS claims, generally, as decided 

by the Fourth Circuit in United States v. Duke Energy. 

On August 18,2006, the Court entered an Order Setting Aside the Pre-Trial Conference 
and Bench Trial (previously scheduled for October 2) pending further Orders of the Court 
and stating that, “It would make the most sense to wait to try this matter until after the 
Supreme Court has issued a decision in Duke Energy.” The Order also directed the parties 
to file a short statement with the Court by early September, “setting forth which of the 
outstanding Motions for Summary Judgment clearly implicate the issues raised in the Duke 
Energy case, and thus should await a decision from the Supreme Court, and which of the 
outstanding Motions for Summary Judgment should go forward for decision.” The parties 
filed the statements requested by the Court, and on September 26, the Court issued an 
Order dismissing most of the Government’s motions without prejudice pending a final 
decision in Duke Energy. 
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4. 

5. 

6. 

7. 

8. 

At this time, the case is effectively stayed except that the Court may enter decisions on the 
remaining outstanding motions not implicated in Duke Energy. Oral arguments in Duke 
Energy are scheduled before the United States Supreme Court on November 1,2006. 

Eizviropower LLC v. E P C  (Spurlock 4 Certificate Order) - Franklin Circuit Court. 
The parties have filed prehearing statements with the Court of Appeals in this case. 
There will be no prehearing conference. The briefing schedule will begin upon the 
certification of the record by the Franklin Circuit Court. 

Eizviropower v. PSC (Spurlock 4 -Denial offnteweiztion) - Court of Appeals. 
Oral arguments in this case are scheduled for December 14 at the Court of Appeals. 

Robert Mulberry v. EKPC, et a1 - Scott Circuit Court. On May 2, 2006, the plaintiff sued 
EKPC and David Eames for personal injuries resulting from an automobile accident on 
July 29,2004. Subsequent thereto, the Legal Department filed an Answer on behalf of 
both EKPC and David Eames; and also filed Complaints against two additional parties- 
St. Joseph Hospital and Dr. Joseph Westerfield-alleging their primary responsibility for 
the events giving rise to the automobile accident. Discovery has been initiated by EKPC. 

Nathan Writesel v. Goodyear Tire & Rubber & EKPC, et a1 - (Asbestos Personal Iitiuv) - 
Court of Common Pleas, Cuyahoga County, Ohio. On June 2 1,2006, Plaintiff filed this 
case seeking recovery for personal injuries associated with asbestos exposure while 
working for various contractors throughout the years. EKPC has retained an Ohio law firm 
to represent it for purposes of filing a Motion to Dismiss. Limited discovery undertaken 
reveals that EKPC’s exposure in this case is not likely and we intend to file a Motion to 
Dismiss at the conclusion of discovery. 

United States ofAmerica v. EKPC (Clean Air Act Enforcement) - U.S. District Court, 
Lexington - On June 30, 2006, the United States, acting at the request of the 
Environmental Protection Agency (“EPA”) sued EKPC charging operation of Dale Station 
Units 1 and 2 with technical violations of the Clean Air Act (“CAA’,) 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 andor were generators used to generate 
25 megawatts or more of electricity. EKPC filed its Answer on August 8,2006. Discovery 
is ongoing, and is to be completed by May 9,2007. The Court has assigned the action for 
trial by jury on September 25,2007. 

On July 14,2006, the Commonwealth of Kentucky’s Motion to Intervene was granted on 
the basis of common questions of law and fact. 
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Pending Litbation for EKPC 

1. 

2. 

Substation Vandalism (EKPC v. Caudill, Middletoiz & McElroy) - 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, $78,82 1.72 on the Judgment has been collected from the defendants. 

EKPC v. 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. 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 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. KU and LG&E v. EKPC (FERC Proceedinn) - On September 18,2002, KU and LG&E 
filed with the FERC a proposed restructuring of two agreement with EKPC. The first is an 
Interconnection 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 KT.7 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 KU/L.G&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 L,G&E/KU. A final decision is expected 
anytime. 

2. 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. 
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3. FERC Case No. TXO5-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 June 20,2006, FERC denied TVA’s request to rehear the case, and 
for clarification of earlier orders, and reaffirmed its decision requiring the interconnection 
agreement. Both EKPC and TVA are working through details necessary to implement the 
interconnection. 

4. Coininonwealtk ofKentucky Sales and Use T u  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. The Revenue Cabinet has advised that 
the matter is in abeyance pending resolution of certain related issues in the Board of Tax 
Appeals. 

5. PSC Case No. 2006-0001 7 - Integrated Resource Plan - EKPC’s 2006 IRP was 
filed with the Commission on October 20. 

6. PSC Case No. 2006-00236 - EKPC Depreciation Study - EKPC responded to a second set 
of data requests from the Commission staff in this case on October 3. 

7 .  PSC Adinin. Case No. 2006-00045 - Consideration of Federal Energy Policy Act Standards 
- The brief of EKPC and the member systems in this case was filed with the Public Service 
Commission on August 29. A decision by the Commission is expected before the end of 
the year. 

8. PSC Case No. 2006-00131 - Six-Month Review ofEnvironmenta1 Surcharge - The 
Commission has requested all parties in this case to indicate if they believe there are any 
issues which require a hearing. The only intervenors, the AG and Gallatin Steel Co., 
indicated at an informal conference on May 24 that they did not foresee a need for a 
hearing. EKPC has responded that it and the member systems do not feel a hearing is 
needed. 

9. PSC Case No. 2006-00455 - Following an informal conference requested by EKPC to 
discuss its current financial condition, the PSC has initiated a proceeding to investigate 
EKPC’s finances. Responses to the Commission’s data requests are due on November 6. 
No other procedural schedule has been established in the case. 

9. Sierra Club v. Environmental and Public Protection Cabinet and East Kentucky 
Power Cooperative, Inc. - Commonwealth of Kentucky, Environmental and Public 
Protection Cabinet File No. DAQ-27974-037. On July 18,2006, EKPC received 
notice of an administrative challenge brought by the Sierra Club to the issuance of 
the Spurlock #4 air permit. The petition filed by the Sierra Club seeks to have the 
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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 21,2006, 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 far early December 2006. The 
hearing is expected to last approxirnately three weeks 

Dale W. Henley 
General Counsel 

c: Dave Earnes (for distribution) 
(H:legal\MR-oct-OG) 
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Economic Development Process 

* 

0 

0 

* 

0 

0 

0 

* 

0 

0 

* 

* 

0 

0 

Coordinated and developed informational response with various process units and a 
member distribution cooperative for potential large commercial load. EKPC’s team 
met with potential client and Kentucky Economic Development staff on October 5. 
Proposal was delivered to client on October 30. Substantial work was done by 
Pricing, Planning, and Power Delivery groups to develop the proposal document. 

Attended Henry County Industrial Development Board meeting. 

Attended KAED Infrastructure Development Seminar in Carrollton. 

Met with J.R. Wilhite of the Kentucky Econornic Development Cabinet on Oct. 4. 

Met with Mercer County PDA Executive Director in conjunction with Blue Grass 
Energy staff on October 9. 

Attended Scott County Chamber meeting on October 9. 

Met with Berea IDA Executive Director in conjuriction with Blue Grass Energy staff 
on October 10. 

Attended MMRC Board Meeting on October 11 in Morehead. 

Met with Adair County IDA Executive Director on October 12. 

Attended the Pendleton County PDA Business After Hours meeting on October 12. 

Attended Carroll County Community Development Board meeting an October 13. 
Hosted ajoirit meeting with Henry County’s Board to investigate a regional working 
partnership between the two counties. 

Met with Bluegrass Station management concerning possible business partnership 
on October 16. Followed up with a meeting of Clark staff and Bluegrass Station 
staff concerning possible maintenance agreement for facility on October 17. 

Worked with Pricing Group to assist Warren RECC in responding to a large 
commercial load proposal for the 2009 timeframe. 

Met with Taylor County IDA Executive Director on October 23. 
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0 

0 

0 

0 
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Attended Jacksoil, Shelby, and Clark Propane Plus meetings. 

Met with Morehead/Rowan County IDA and Gateway Area Development staffs to 
assist in developing marketing materials for their area. 

Met with Anderson and Franklin County IDAs in conjunction with Blue Grass 
Energy staff on October 3 1. 

Following receipt of Board approval, coordinated the transfer of property to Jackson 
Energy member, Knotwood Craftsmen, to allow development of a wood processing 
operation in Jackson County. 

Met with CDS Associates to develop construction specifications and obtain market 
strategies for Licking Valley RECC member involved in start-up of new insulated 
wall-paneling operation in Wolfe County. 

Continued development of regional economic analysis for a 17 county area in the 
central region of Kentucky. 

Attended K.ey Accounts seminar sponsored by Envision Energy Services. 

Met with Bluegrass Energy on a new program geared towards entrepreneurial 
training for high school students. 

Made site visit to Clark Energy key account, Boneal Incorporated, to learn more 
about their operations and future plans. 

Coordinated economic impact study on behalf of Farmer’s RECC for Hart and 
Barren Counties as it regards the expansion of three major industries in their region. 

Participated, as member of the Kentucky Chamber of Commerce Board of Directors, 
on a taskforce to determine the Kentucky Chamber’s development of a long-term 
vision for the Conmonwealth. 

Non-Traditional Power Production Process 

0 All major equipment components were delivered to the Pendleton Co. LFGTE 
project during the month. The project is on schedule for a mid January 2007 plant 
start-up. 

o EKPC received its’ initial REPI payment totaling over $300,000 for the first three 
Landfill Gas Plants. Including the initial REPI payment, DOE has an unpaid 
balance of over $3,000,000 to date. Secondly, any LFG generation added to our 
portfolio after October 1 , 2003, and before September 30,201 6, will now be eligible 
for REPI payments. 
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Submitted REPI prequalification packages to DOE for Laurel Ridge L,FGTE IJnit # 
5 ,  Hardin County LFGTE Units # 1-3, and Pendleton County LFGTE Units #1-4. 

Received a CFC update that an announcement will be made in November for the 
allocations of Clean Renewable Energy Bonds at 0% interest. EKPC has made 
requests for six different L,FGTE projects totaling more than $20,000,000. 

Provided LFGTE consulting services to Buckeye Power. Made a site visit with 
Buckeye Power to the Beech Hollow Landfill in Wellston, Ohio. 

Met with representatives of Wind Capital Group to discuss potential development of 
a fiiture wind farm. 

Conducted a tour at the Bavarian LFGTE for representatives of Williamstown and 
the Kentucky Division of Solid Waste. 

Marketing: & Natural Resources Process 

Conducted a Marketing Retreat for the members from Oct 4-6 at Dale Hollow State 
Park. This was the first time we had combined a Marketing Retreat with a 
Touchstone Brand Workshop and a KMSA Meeting. 

Attended a Green Building (L,EEDs) Seminar in Louisville. 

Worked the Natural Resources booth for the Garrard County SubstatiodTap Open 
House. 

Presented the Reptiles and Amphibians of Kentucky at the Kentucky Garden Club 
Fall Festival in Paris. 

Presented the Wildflowers of Kentucky to the Dogwood District Garden Club at 
Franklin Country Club in Franklin, Ky, on behalf of Warren, N o h ,  and Farmers 
RECC. 

Worked the Natural Resources booth for the Fannie Bush Book Fair on behalf of 
Clark Energy. 

Listed below are the Environmental activities for this month: 

0 Presented forty-four Environmental Education Programs in twelve member service 
terrorities. 

0 Construction Projects Involving Environmental Activities for October: Smith- 
Sideview 345/69 kV Substation and Transmission Project, Wilson-Aberdeen, 
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Memphis Junction- Aberdeen, GM-Memphis Junction, Barren County-Oakland- 
Magna, Inez Sub and Tap, Alex Creek Substation and Tap, Bullitt-Beam-Tichenor 
Transmission Line. Smith-West Garrard, Webb’s Cross Roads, Fayette-Davis 
Junction-Nicholasville, Big Creek Sub and Tap, Laurel - Keavy Transmission Line, 
Garrard Co. - KU L,ancaster Transmission Line, Burlington Sub and Tap, Garlin 
Sub and Tap 

Hosted a meeting at EKPC for Mark Plank (RUS) and Matt Thomas (Advisory 
Council on Historic Preservation). The ACHP has become formally involved in the 
Section 106 process on the Warren Transmission Line project, and RUS requested a 
meeting to identify the Section 106 activities that have occurred on the project to 
date. Engineering staff, a Warren RECC representative, and other consultants 
participated in the meeting. We also discussed items needed for the draft 
environmental assessment. 

Met with the consultants conducting the cultural resource work on the Smith - West 
Garrard Transmission Line project. The consultants provided the engineers with 
field data gathered regarding historic properties near the project. 

Gave RUS a tour of the Smith - West Garrard Transmission Line project. We 
visited the proposed substation site and various sections of the proposed 
transmission line routes. 

Attended the Scoping Meeting at Trapp Elementary School for the CFB unit 
proposed for construction at the J.K. Smith site. 

Natural Resources submitted the following environmental reports to RUS for 
adoption and approval: Inez Sub and Tap, Alex Creek Substation and Tap, Bullitt- 
Beam-Tichenor Transmission Line, Laurel - Keavy Transmission Line. 

Gave a venomous snake safety program at a lineman skills workshop in 
Nicholasville, Kentucky. 

Gave a presentation at a legislative committee luncheon on the environmental 
activities at EKPC. 

Southpoint Substation project was approved. Construction began on the Cranston - 
Rowan Transmission Line. 

Member and Corporate Communications Process 

e Finalized and posted at all EKPC locations the Cost Containment Scorecard showing 
more than $1 1 million in cost reductions achieved in four key areas during 2006. 
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Photographed EKPC board members for the 2006 Annual Report. 

Provided charts, graphics, articles and other materials for an open house sponsored 
by the Rural Utilities Service at Trapp Elementary Oct. 18. The open house was for 
RUS to gather comments and for EKPC to share information with the public about 
Smith Unit #l. 

Photographed all employees at the Harrison District office of Blue Grass Energy. 

Developed materials showing the dramatic decline in emissions froin 1995 going 
forward, compared with the dramatic increase in power production. 

Photographed progress on Spurlock Unit #4 and provided pictures to Warren RECC. 

Began efforts to upgrade and improve the Economic Development web site on 
behalf of member systems. 

Finalized design and initiated production of the 2007 Employee Calendar, featuring 
the history of EKPC. 

Developed new electric industry backgrounders about: the history of EKPC; power 
from coal being essential, affordable and increasingly clean; and the dramatic 
decline of nitrogen oxide in the air. 

Presented a new DVD about the history of EKPC to a meeting of the EKPC Retirees 
Association. 

Coordinated activities for United Way week at headquarters and Dale Station. 

Coordinated a meeting on behalf of Envision Energy Services to host member 
system key accounts and staff. 

Distributed brochure about weatherization and tax credits to member systems. 

Posted the Interchange list of stories for member systems optional use in their 
December Kentucky Living inserts. 

Conducted weekly conference call with Warren RECC and EKPC staff to coordinate 
the Warren transmission project. 

Distributed the next estimate from Pricing on the upcoming Environmental 
Surcharge factor. 

Distributed the September Fuel Adjustment Clause report. 

Printed bill inserts for N o h ,  Farmers and Owen Electric 
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er Services 

e Distributed daily stories about the electric industry and Public Service Commission 
orders to EKPC and member system staff. 

Touchstone Energy Brand Management 

Attended KMSNEKPC conference at Dale Hollow, hosted branding workshop. 

Met with Coniett Group regarding 2007 advertising. 

Attended the fall meeting of Touchstone Energy Strategic Communications 
Committee. 

Visited South Kentucky RECC, Grayson RECC, and Blue Grass Energy regarding 
planning for our 2007 advertising. 

Renewed contract with Kentucky Living for advertising in 2007. 

Assisted Communications in several areas. 
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OCTOBER 2006 

POWER DELIVERY-OPERATIONS - GEORGE CARRUBA, MANAGER 

The following information is related to system transmission outages and the Average 

Service TJnavailability 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. 

The following information is related to system transmission outages and the Average 

Service TJnavailability 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. 

Outage Reports for September 2006 - EKPC Power Supply outages have accounted 

for S 7  consumer hours out year-to-date. Of these .O1 were scheduled and .S6 were 

emergency outages. None were due to major storms. We experienced 14 emergency 

outages affecting 19 substations and nine member systems. Five scheduled outages 

occurred and 12 line requests were also completed. Emergency outage reports for the 

complete system are attached. 

Averape Service Unavailabiliw Index (ASUI) - Through September 2006, our 

reliability measure, ASTJI is 28.7 minutes with no major storms occurring 
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EAST KISNTUC’KY POWER COOPERATIVE 
POWER SIJPPLIER OUTAGE REPORT 

September 2006 Page 1 of 1 

Average Hours Outage Per Consumer 

BIG SANDY 

BL,UE GRASS 

CLARK 

CUMBERL,AND VAL,L,EY 

FARMERS 

FLEMING-MASON 

GRAYSON 

INTER-COUNTY 

JACKSON 

LICKING VAL.LEY 

NOLIN 

OWEN 

SALT RIVER 

SHEL,BY 

SOUTH KENTUCKY 

TAYLOR COUNTY 

EKPC 

SYSTEM AVERAGE 

THIS MONTH 
EMERGENCY SCHEDULE TOTAL 

0.00 

0.04 

0.00 

0.00 

0.00 

0.37 

0.10 

0.07 

0.00 

0.00 

0.03 

0.00 

0.1 1 

0.1 5 

0.06 

0.00 

0.00 

0.05 

0.00 0.00 

0.00 0.04 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.37 

0.00 0.10 

0.00 O”07 

0.00 0.00 

0.00 0.00 

0.00 0.03 

0.00 0.00 

0.00 0.1 1 

0.00 0.1 5 

0.00 0.06 

0.00 0.00 

0.00 0.00 

0.00 0.05 

YE AR-TO-D ATE 
EMERGENCY SCHEDULE TOTAL 

0.03 

0.09 

0.05 

2.24 

0.95 

0.37 

0.39 

0.55 

0.46 

0.01 

0.18 

0.05 

0.84 

5.85 

0.31 

0.33 

0.17 

0.56 

0.05 0.08 

0.00 0.09 

0.00 0.05 

0.00 2.24 

0.00 0.95 

0.00 0.37 

0.00 0.39 

0.00 0.55 

0.00 0.46 

0.12 0.13 

0.00 0.18 

0.00 0.05 

0.00 0.84 

0.00 5.85 

0.00 0.31 

0.00 0.33 

0.00 0.17 

0.01 0.57 

EKPC POWER SUPPER OUTAGES have accounted for 57 consumer hours out year to date. Of these 
.O1 were scheduled, .00 were due to major storms, and .56 were other emergency outages. 
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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 
Major 

Storms 
JMin.1 

0.79 14 

4.0745 

4.8597 

12.1789 

14.7422 

19.9461 

23.5257 

26.5085 

28.6703 

0.0000 

0.0000 

0.0000 

With 
Major 

Storms 
JMin.1 

0.7914 

4.0745 

4.8597 

12.1789 

14.7422 

19.9461 

23.5257 

26.5085 

28.6703 

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 

9.50 

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 

13.00 

M 47 



i 



Average Service U n av ai I ab it ity Index 
with storms excluded 
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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 EJCPC’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. 

Mission Year-To- ‘Year-To- Yearly 1 

Date Results Date Goal Goal Key Measures 

Safety 

Accidents 

lisp ec tions 

Lost Time Accident 
Rate 

Avg. Inspection 
Rating 

1.68 

100% 

2.5 

98% 

3.3 

98% 

Electric Service 

ASUI 28.67 14.25 19 min. 
(without major storms) Duration 

Cost Effective 
Cost Operating Cost $4,401,476’ $5,687,253’ $8,619,073 

Capital Project Cost $ 578,61 62 $2,583,553’ $3,498,836 

Member’s 
Expectations 

Member System Member System 
Satisfaction Survey NIA 88% 88% 

Notes: 

1. 

2. 

Year to date results and goals through September 30,2006 

Year to date results and goals through August 31, 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:Octoberrpt.doc) 
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Power Delivery Expansion 
OCTOBER PROJECT SUMMARY 

16 
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U m 
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P 
I!? 

08/01/08 

12/01/07 
12/01/07 

05/01/08 

12/26/08 

06/01/07 
05/01/07 
12/01/07 
12/01/07 
12/01/06 
12/01/06 

Projects 

SUBS &TAPS 
rberdeen Jct. 161 kV Trans Sub (2 Breakers) 
ilex Creek 5.6/6.44 MVA Substation 
\/ex Creek Tao 6.9 kV. 1.4 mi. 
larren Co. 161 kV Trans Sub (2 Breakers) 
larren County - Magna 24 mi. 
oe Tichenor W.Bardstown 69 kV Fiber 
ieattyville Rebuild, 15/20/25 mVA 
ieattyville Distr-Beattyville SW. Sta 69kV Trans Line 2 mi 
ieattyville Switching Station 1 -69kV Breaker Addition 
lia Creek 69-12.5 kV. 11.2 MVA Substation 

Y 

Tap, 10 mi. 

Tap 0.04 mi. 
HueGrass Parkway 69-12.5 kV,11 .2/14 MVA Sub 11/30/06 09/27/06 

11/30/06 
histow # 2 Sub. 69-12.5 kV, 11.2/14MVA Sub Add 05/01/06 

12/01/06 
12/31/06 
05/01/07 

0111 6/06 
iullitt Co. 69 kV BKR Addition 
M i t t  County - JTichenorNV Bardstown 69kV line 
iurlinaton 11 2/14 MVA 69-12.5 DistrSub 

05/01/07 Tap .I9 mile 
;ampbellsville #2 69-12.5 kV, 11 2/14 MVA 
;edar Grove 161-12.47kV 12 MVA Dist Sub 

VIAINIAINII: 05/01/07 
12/15/06 
03/07/07 
03/07/07 
05/01/07 
,05101 /08 

;onway 69-12.5 kV, 11.2 MVA Dist. Sub. 
;onway Tap 0.2 mi. 
;ranston-Rowan Co. 138 kV, 7.50 mi. 
;ynthiana Dist Sub Rebuild 
h t h i a n a  Normallv Ooen 69 kV Tao and Switch 12/01/06 
>Qatsville 11 2/14 MVA. 69-12.5 kVDistr. Sub 05/01/07 

- 
07/21/0f 

Tap, 0.2 mi 
)ownincl# 2 Sub 69-12.5 kV, 11.2/14MVA Sub Add 

05/01/07 
05/01/06 02/28/06 

f. Bowling Green 161 kV Trans Sub (1 Breaker) 
Ldmonton Ind'l Park 69-12.5 kV, 11.2 MVA 

01/01/08 

06/01/06 
06/01/06 
04/30/08 
05/01/07 
05/01/07 
12/01/06 
12/01/06 

On Hold 
On Hold I ap 4.0 mile 

"all Rock 161169 kV 100 MVA S ub.& Install 3-69 kV Brks 
>arlin 11 2/14, 69-12.5 kV MVA S ub 

>ap of the Ridge 69-12.5 kV, 11 "2 MVA D ist. Sub 
I ap, 0.5 mi 

Tan 

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 Expansion 
OCTOBER PROJECT SUMMARY 

2006 

w 
+I 

0" 
.- s 

: 
+I m 
N .- 
C 
W 

Projects 

I- 

12/01/06 

12/01/06 

05/01/07 

05/01/07 

SUBS &TAPS CONT'D 
iarrard Co. Breaker Addition 
iarrard Co.-KU Lancaster Trans-Line, 69kV,.10 mi 
iirdler 11 2/14 MVA. 69-13.2 kV Sub 

Tap, 3.5 mi 
iM  161 kV Trans Sub ( 4 Breakers) 

I 
10/15/05 01/15/06 I 
12/31/07 iM-Memphis Jct. - 161 kV 14.5 miles 

iardwicks Creek 69-12.5 kV, 5.616.44 MVA Sub 
Tan. 69 kV. 3 mi. 

12/01/05 

02/23/06 
05/05/06 
05/05/06 

02/23/06 -,, - -  I - 

leadquarters 69-12.47 kV, 11.2 MVA Sub 

leadquarters Tap (Assoc w/Transmission Stat. Portion) 
iez Sub (Site Acquisition Only) 

Tap, 69 kV, .02 mi. 

Tap 69 kV - 6.0 mi. 

.. .. .. 

05/05/06 

12/01/06 i 
I 

12/01/06 

06/01/07 .K. Smith-N.Clark 345kV Trans line 19 mi 
K. Smith 138 kV/345 DC Tie Line 06/01/07 

06/01/07 
12/29/06 

. . . . - . . . . .. . . . . . . . - - . . -. . . 

. K. Smith CT Substation 345 kV 

.K. Smith 138 kV - 345 kV Tie Modifications ~~. .. 

06/01/06 07/07/06 09/26/06 =I= ;cavy #2 69-12.5 kV, 11.2 MVA 
;eavy-Laurel Co. (Circuit #2), 69 kV, "40 mi. 
;U Bedford TaD 

06/01/06 

06/15/05 06/24/05 1 
.aurel Co. Indi  Park #2 Sub 11.2 MVA 
.iberty Church 11.2/14 MVA, 69-13.2 kV Sub 

Tan. 1.8 mi 

05/05/06 05/18/06 I 09/26/06 

05/01/07 

05/01/07 

12/01/05 
12/01/05 

.-I-? - - -.-' 
.Me Mount 161-12.5 kV Distr. Substation 

Tao. 6 mi, 
hemphis Jct. 161 kV Trans Sub ( 2 Breakers) 
demphis Jct. - Aberdeen 161 kV 27 mi 
Jorth Clark (Sideview) 345 kV Transmission Station 
5ak Ridae 69-2.5 kV. 11.2 MVA S ub 

08/01/07 

03/28/08 

06/01/07 
05/05/06 

05/01/06 lak Ridge Tap 
'ine Grove #2 69-12.5kV, 11.2/14MVA Sub Add. 
?ne Grove # 2 Tap 69 kV, 0.1 mi. 
)owell - Taylor 69-12.5 kV, I1  2 MVA S ub 
)owell - Tavlor 69 kV Tao 4.75 mi. 

1 1 /01/07 

11/01/07 
06/02/06 
06/01/06 .. . .. 

0 - Project Starled 
0 ~ 25%. 49% Complete 
0 . 50% ~ 89% Complete 

90%- 100% Complete 

S Substation Team 
L LineTeam 





Power Delivery Expansion 
OCTOBER PROJECT SUMMARY 

2 

tBoone Dist Sub Uoarade 15l20125 MVA CornDlete i s i i  

'Blevins Valley 10.1 MVAR Cap Bank & Tap 'sai e 
Clay Village 12.25 MVAR Cap bank 
Griffin 9.18 MVAR Cap Bank 

s ( I  
s o  

_. 

I I I 06/01/07 

VlAI 0 I I 05/01/07 

I I I 12/01/07 

I I I 05/01/06 

I I 

0 ~ Project Started 
0 (. 25% - 49% Complete 
0 - 50% ~ 89% Complete 
0 - 90%- 100% Complete 

S Substation Team 
L LineTeam 
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Projects 

Power Delivery €xpansion 
OCTOBER PROJECT SUMMARY 

CAPACITOR BANKS CONT'D 
Hickory Plains 25.52 MVAR Cap Bank 
Lees Lick 10.715 MVAR Cap Bank 
Loretto 13.78 MVAR Cap Bank & Tap 
Martin County 12.25 MVAR Cap Bank 
Maytown 10.2 MVAR Cap Bank 
Pulaski Co.(Notwood) 18.0 MVAR CaD Bank&Tan 

khelbv Countv 25.51 'MVAR Car, Bank & Tar, 
' 

0 I Project Started 
0 .' 25% - 49% Complete 
D ~ 50% ~ 89% Complete 
0 .go%- 100% Complete 
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roduction 

OCTOBER 2006 

Engineering 

Engineering is supporting the Smith IJnit No. 1, combustion turbines, 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 

The Division for Air Quality has begun review of the Smith CT’s application. Information 
has been requested on the cost of NOx control equipment. 

Infonnation is being provided to support the Division for Air Quality in the defense of the 
Spurlock Power Station Unit No. 4 Air Permit. The Sierra Club has requested a review of 
the permit. 

A Scoping Meeting was held at Trapp, Kentucky, on the supplemental EIS for Smith 
Power Station. The meeting was held by RUS to receive comments from the public. 
Upon receipt of the comments, RUS will prepare their final environmental approval 
documents on the CFB units proposed for the Smith Power Station Site. 

Revisions to the Division of Air Quality Regulations on air toxic emissions are being 
proposed. Review and comments are being provided. 

The Division of Water has issued a Notice of Violation to the Yeiser Industrial Site for a 
water discharge. This discharge occurred as a result of the severe rains that occurred 
during the previous month. A response is being prepared for the violation. 

A test burn has been preformed to the use of wood as a co-fire material at Dale Power 
Station. A similar test was performed at Cooper Power Station with good results. The 
burn at Dale Power Station was witnessed by the Division for Air Quality personnel. 

The Environmental Report on the Smith Power Station CTs has been prepared and 
forwarded to RUS for comments. Following consideration of their comments, RUS can 
publish approval of the project. 

These activities support all three of our corporate key measures-reliable energy, 
competitive energy, and services. 
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Power Production I 
Production Monthly Report 
Page 2 
October 2006 

EKPC's coal inventory at the end of October 2006 will be approximately 40 days. The 
inventory is projected to increase slightly in the future in preparation for the winter 
months. 

A recommendation for a barge transportation supply contract amendment with Crounse 
Corporation will be presented at the November 2006 Board and Committee meetings. 

Work continues on future coal and limestone sources for the new scrubbers. 

Approximately 15,000 gallons of No. 2 fuel oil were purchased for Dale Power Station, 
approximately 7,500 gallons for Cooper Power Station, and approximately 60,000 gallons 
for Spurlock Power Station. 

EKPC personnel began meetings with a short list of potential coal suppliers to aid in 
EKPC's future solicitation process for high sulfur coal to be used when the new scrubbers 
are operational and in the new fluidized bed unit. 

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 784,276 net M W  through September 30, 
2006. Unit No. 1 was back on-line on October gth from an outage that occurred on 
September 271h. Unit No. 1 was fully available the remainder of the month. Unit No. 2 
was also back on-line October 6'h from an outage that occurred September 271h. Unit No. 
3 was on-line and fully available until October 3 1'' when the unit tripped due to a 
generating tube leak. Unit No. 4 was on-line and fully available for the month of October. 

Allen Company is on-site cleaning the No. 2 ash pond. ABM Technical was on-site 
performing monthly vibration analysis on critical equipment plant-wide. 
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Production Monthly Report 
Page 3 
October 2006 

Dale Power Station (Continues) 

Dale personnel assisted the CT Site with water treatment needs. They also repaired the 
tube leak on Dale Power Station Unit No. 2 boiler. The No. 4C boiler feed pump motor 
was sent to Lebanon Power for a complete rewind and repair. Other routine preventive 
maintenance was also performed plant-wide by Dale Power Station’s personnel. 

Routine safety meetings were held at Dale Power Station. The October safety meetings 
were conducted on P.S.C. Reporting and OSHA requirements. 

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 161,122 net MWh through September 
30, 2006. 

All units were available the entire month of October. 

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. 

Cooper Power Station 

Cooper Power Station has generated 1’5 16,787 net MWh through September 30, 2006. 
Unit No. 1 was on-line and fully available for the month until October 271h. The unit was 
taken off-line for the fall maintenance outage. Unit No. 2 as on-line and fully available for 
the month of October. 
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Production Monthly Report 
Page 4 
October 2006 

Cooper Power Station (Continues) 

Cooper Power Station’s maintenance personnel performed normal preventive maintenance 
tasks during the month of October. Some of the tasks that were completed were collecting 
monthly oil samples, servicing all conveyors bearings, checked Unit No. 1 and Unit No. 2 
submerged chains, coal feeders, coal sample building equipment, winterized mobile 
equipment and company vehicles, and also took engine oil samples from the auxiliary 
diesel generator and both of Cagle’s generator engines. These, as well as other projects, 
were completed during this time. 

Mann Painting Contractor completed work on the 2-A conveyor. Hinkle Contractors 
made repairs to Cooper Power Station’s roadway. 

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 5,814,949 MWh through 
September 30,2006. TJnit No. 1 was on-line and fully available until October 6‘h. The 
unit was taken off-line for the annual maintenance outage. The unit was back on-line 
October 20th and fully available the remainder of the month. Unit No. 2 was on-line and 
fully available for the month of October. Unit No. 3 was on-line and fully available until 
October 28‘h. The unit derated to 230 MW net due to pluggage by wet limestone in the 
feed chutes into the pulverizers. The derate was increased to 135 MW on October 29‘h, 
due to pluggage problem worsening. The unit continues to be on-line but derated to 135 
MW through the month. 

Maintenance work for October included the outage work, which has the highest priority. 
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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PSC Request 30 

Page 1 of 132 

EAST KENTUCKX POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST F2ESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 30 

RESPONSIBLE PERSON: Gary Crawford 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 30. 

October 27,2006 Order, Item 13. Provide copies of the Business Management Plan as 

referenced in the May 2006 minutes and provide all subsequent updates, revisions, or 

modifications provided to the Board since May 2006. 

Refer to page 72 of 159 in your response to the Commission’s 

Response 30. 

pages 2 through 132. 

Copies of EWC’s Business Management Plan are included on 
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PSC Request 31 

Page 1 of 1 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 31 

RESPONSIBLE PERSON: Frank OlivdDavid Eames 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 31. 

2006 Order, Item 6. Provide a copy of all notices and/or plans submitted by EJSPC to 

RUS since December 1, 2005 as a result of EKPC’s actual or potential failure to meet its 

average TIER or DSC levels under the Mortgage Agreement. 

Refer to page 1 of your response to the Commission’s October 27, 

Response 31. 

meet its average TIER and DSC levels under the Mortgage Agreement. Upon actual 

failure to meet any of these covenants, EKPC will submit a plan to RTJS in compliance 

with the Mortgage requirements. 

EKPC has not yet submitted a formal notice or a plan of action to 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 32 

RESPONSIBLE PERSON: David Earnes 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 32. Does EKPC currently have a definitive plan to improve its current 

financial condition and ensure compliance with all terrns and conditions of its Mortgage 

Agreement and Credit Agreement? If yes, provide a surnrnary of said plan. 

Response 32. 

improve its financial condition. 

Please refer to the response to Item No. 7 for EIWC’s plan to 
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EAST KENTIJCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2006-00455 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/9/06 

REQUEST 33 

RESPONSIBLE PERSON: Dale Henley 

COMPANY: East Kentucky Power Cooperative, lnc. 

Request 33. 

October 27, 2006 with any additional information that has become available between the 

date you filed your answer to the Commission’s October 27,2006 Order and November 

15,2006. 

Supplement your responses to the Coinmission’s Order dated 

Response 33. Please see the attached monthly Board notes for October. 
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September 22,2006 

Board of Directors 
East Kentucky Power Cooperative, Inc. 

Ladies and Gentlemen: 

Notice is hereby given that the regular meeting of the East Kentucky Power Cooperative, Inc., 
Board of Directors will be held on Tuesdav, October 3,2006, at the East Kentucky Power 
Cooperative, Inc. headquarters building, 4775 Lexington Road, Winchester, Kentucky . 
40391, immediately following the three standing committee meetings (beginning at 9:30 a.m. 
E D o ,  for purposes of considering and taking action on those matters shown on the agenda, to- 
wit: 

I. 

11. 

111. 

IV. 

V. 

VI. 

VII. 

VIII. 

A G E N D A  

CALL TO ORDER 

INVOCATION 

ROLL CALL 

ACTION ON PREWIOUS BOARD MIIWJTES 

ADOPTION OF AGENDA 

REPORT OF OFFICERS 
1. Report of the Secretary-Treasurer on Directors' Fees and 

Expenses for the Third Quarter of 2006 - A.L. Rosenberger 

BUSINESS MANAGEMENT PLAN 

AUDIT COMMITTEE ITEMS 
William Shearer, Chairman 

A. Board Action Requested: 

None. 

33. Information and Discussion Items: 





PSC Request 33 
Attachment 
Page 2 of 53 

IX. OPERATIONS, SERVICES & SUPPORT COMMITTEE ITEMS 
Donnie Crum, Chairman 

A. Board Action Requested: 

1. Approval of Annual WageBalary and Benefits 
Recommendations - OLIVER (mailed under separate cover in 
September. Please bring these materials to the October 3rd 
meeting.) 

2. Authorization of Designated Agent to Execute Documents for 
Obtaining and Administering Certain Federal Financial 
Assistance for Storm Damage - TWITCHELL 

3. Amendment ofBoard Policies No. 109,503,505,508 and 515; 
NRECA Adoption Agreements and Amendment Pension 
Restoration Plan - OLIVER 

4. Annual Performance Appraisal Review and Salary Adjustment 
of the President and Chief Executive Officer (Executive 
Session) - STRATTON 

B. Information and Discussion Items: 

X. FUEL & POWER SUPPLY COMMITTEE ITEMS 
Jimmy Longmire, Chairman 

A. Board Action Requested: 

1. Approval of Coal Supply Contract Amendment No. 1 with 
Infinity Coal Sales, LLC for Spurlock Power Station Unit No. 
2 - BORDES 

2. Approval of Coal Supply Contract with Coalsales, LLC for 
Spurlock Power Station Unit No. 2 - B0RI)ES 

3. Approval of Tntegrated Resource Plan for 2006 - LAMB 

B. Information and Discussion Items: 

XI. POWER DELIVERY COMMITTEE ITEMS 
Mike Adams, Chairman 

A. Board Action Requested: 

1. Approval of Construction of Cranston-Rowan 138 kV 
Transmission Line (6.9 miles in length) - TWITCHXLL 
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2. Approval of Construction of J.K. Smith 138 KV Substation - 
TWITCHELL 

3. Approval to Sell 9.87 Acres Located in Jackson County, 
Kentucky - ISHMAEL 

B. Information and Discussion Items: 

X I .  MBMBER SYSTEM NEEDS 

XIIL EKPC BUSINESS UNIT MONTHLY REPORTS 

Coordinated Planning 
Corporate Strategy & Technology Applications 
Finance 
Governmental Affairs 
Human Resources and Support Services 
Legal 
Member Services 
Power Delivery 
Power Production 

XIV AGENDA ITEMS FOR NEXT AGENDA 

XV. OTHER BIJSINESS 

XVI. ADJOURN 

EAST KENTUCKY POWER COOPERATIVE, INC. 

A. L. Rosenberger, Secretary 
c: Alternate Directors 
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EAST KENTUCKY POWER COOPERATIVE, INC. 
MINUTES OF BOARD MEETING 

OCTOBER 3,2006 

A regular meeting of the Board of Directors of East Kentucky Power Cooperative, Inc. 
("EKPC") was held at the Headquarters Building, 4775 Lexington Road, Winchester, Kentucky, 
on Tuesday October 3, at 1 1 :00 a.m. EDT, pursuant to proper notice. 

Chairman Wayne Stratton called the meeting to order. Jackie Browning gave the 
invocation. The minutes were kept under the supervision of Secretary A. L. Rosenberger. The 
secretary took the roll call with the follawing directors present: 

Michael Adams 
Fred Brown 
Donnie Crum 
P. D. Depp 
Danny Divine 
E. A. Gilbert 
Elbert Hampton 
Hope Kinman 
Jimmy Longmire 
A. L. Rosenberger 
Bobby Sexton, Alternate 
Randy Sexton 
William Shearer 
Rick Stephens 
Wayne Stratton 
Lonnie Vice 

Licking Valley 
Jackson 
Grayson 
Taylor County 
Inter-County 
Blue Grass 
Cumberland Valley 
Owen 
Salt River 
N o h  
Big Sandy 
Farmers 
Clark Energy 
South Kentucky 
Shelby 
Fleming-Mason 

ANNOUNCEMENTS 

Welcomed Debbie Martin of Shelby Energy and Mike Noman of RUS. 

BOARD MINUTES 

On motion of P. D. Depp, seconded by Mike Adams, the minutes of the September 12, 
2006, board meeting were approved. 

ADOPTION OF AGENDA 

The Agenda was accepted as mailed. 
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EKPC Board Meeting Minutes 
Page 2 
October 3,2006 

REPORT OF THE OFFICERS 

Report of the President and Chief Executive Officer 

President and CEO Roy Palk gave his report during the morning’s Committee Meeting of 
the Whole. 

BUSINESS MANAGEMENT PLAN 

Gary Crawford reviewed and fielded questions on the Business Management Plan as 
included in the Board book. 

AUDIT COMMITTEE ACTION ITEMS 

No Audit Committee meeting was held. 

AUDIT COMMITTEE INFORMATION ITEMS 

None. 

OPERATIONS, SERVICES AND SUPPORT ((‘OSS’’) COMMITTEE ACTION ITEMS 

EKPC’s 2006-2007 Compensation Program 

After review of the applicable information, a motion was made by Donnie Crum and, there 
being no fwrther discussion, passed to approve the following: 

Whereas, For reasons set forth in the Executive Summary, and upon the recommendation 
of the Operations, Services and Support Committee and Management and consistent with 
key performance measures; now, therefore, be it 

Resolved, That the East Kentucky Power Cooperative, Inc. (“EKPC”) Board of Directors 
(“Board”) authorizes management to implement the following revisions to EKPC’s 
compensation pro gram: 

1. Effective October 29,2006, a 3.0% general increase for all regular full-time EKPC 
employees who meet performance expectations. No structure adjustments, merit 
increases, or skill-basednon skill-based level or step increases will be granted until 
further notice. 

2. Effective immediately, provide a $40 general food item gift certificate for each EKPC 
employee. 
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FEMA Designated Agent 

Upon recommendation of management and the Operations, Services and Support 
Committee and after review o f  the applicable information, a motion was made by Donnie 
C m  and, there being no further discussion, passed to approve the following: 

Whereas, The Management of East Kentucky Power Cooperative, Inc. (“EKPC”) will 
apply to the Federal Emergency Management Agency (“FEW’) for reimbursement of 
costs incurred fiom storm damages to the transmission system when and if they occur; and 

Whereas, FEMA has requested that a designated agent be appointed for the purpose of 
obtaining and administering the federal financial assistance, now; therefore, be it 

Resolved, That John R. Twitchell, Vice President, Power Delivery Unit, is appointed as a 
designated agent and is hereby authorized to execute for and in behalf of EKPC, a rural 
electric cooperative corporation established under the laws of the State of Kentucky, 
applications for the purpose of obtaining and administering certain federal financial 
assistance under the Disaster Relief Act of 1974 (Public Law 93-288) and to file them in 
the appropriate federal and state agencies. 

Board Policies Nos. 109, 503, 505, 508,5 15, NRECA Adoption Agreements, and Amended 
Pension Restoration Plan 

After review of the applicable infomation, a motion was made by Donnie Crum and, there 
being no further discussion, passed to approve the following: 

Whereas, East Kentucky Power Cooperative, Inc. (“EKPC”) management periodically 
reviews and revises board policies and benefit plans to ensure they remain viable and cost 
competitive while meeting stated objectives; 

Whereas, Certain changes in board policies (Policy No. 505 - Insurance Benefits and 
Policy No. 508 - Retirement) copies of which are attached hereto, are required to reflect 
management’s recornmended changes to EKPC Employee Benefits related to Employee 
contributions to the EKPC medical plan and changes to the EKPC Pension Plans for new 
employees hired on or after January 1,2007; 

Whereas, Certain changes in board policies (Policy No. 109 - Nepotism, Policy No. 503 - 
Authorized Leave With or Without Pay, Policy No. 505 - Insurance Benefits, and Policy 
No. 5 15 - Sick Leave and Disability Benefits) copies of which are attached hereto, are 
required to reflect benefit changes pertaining to the EKPC Long-Term Disability plan, 
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listing of all benefits including voluntary and non-voluntary in the appropriate policy, to 
clarify EKPC’s nepotism policy; and to incorporate certain provisions as required by law 
and as recommended by Frost, Brown Todd; 

Whereas, EKPC is a Participating System in the NRECA-sponsored retirement plans, the 
Retirement Security Plan and the 401(k) Pension Plan; 

Whereas, The EKPC Board of Directors approved the adoption of the NRECA Pension 
Restoration Plan (“PRP”) consisting of the Pension Restoration Severance Pay Plan and the 
Pension Restoration Deferred Compensation Plan effective the first day of January, 1994 to 
provide certain employees supplemental payments upon severance of their employment 
with EKPC because of limitations in the federal pension law relating to allowable payments 
from qualified pension plans; and 

Whereas, EKPC Management and the Operations, Services and Support Committee 
recommend the amendments and revisions as herein identified; now, therefore, be it 

Resolved, That the Board hereby approves revisions to Board Policies No. 109 - 
Nepotism, 503 - Authorized Leave With or Without Pay, No. 505 - Insurance Benefits, 
No. 508 - Retirement, and No. 5 15 - Sick L,eave and Disability Benefits, as attached; 

Resolved, That the Board hereby approves the amendments to the Retirement Security Plan 
and the 401(k) Plans as follows and hereby authorizes and directs the President and CEO to 
execute all necessary documents to carry out the intention of the Board as indicated in this 
resolution and to sign the Adoption Agreements required for the restatement of the 401(k) 
Pension Plan and /or the Retirement Security Plan: 

The Retirement Security Plan and the 401 (k) Pension Plan for all employees of 
EKPC hired prior to January 1 , 2007 

Eligible Class of Employees: Employees who were hired prior to January 1 , 2007 
Ineligible Class of Employees: Employees hired after December 3 1 , 2006. 

All other plan provisions under the Retirement Security Plan and 401 (k) Plan shall 
remain the same. 

The employees hired after December 3 1 2006 are not eligible for the Retirement 
Security Plan but will be eligible for an enhanced 401(k) Pension Plan with the 
following plan provisions: 

Eligible Class of Employees: Employees who were hired after December 3 1,2006 
Ineligible Employees: Employees hired prior to January 1 , 2007. 
Contributions : 

Employer Base Contributions: The Employer shall contribute to each Employee’s 



i 
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account an Employer Contribution equal to 6.0% of the Employee’s Base 
Compensation. 

Employer Matching Contribution: The Employer shall contribute to each 
Employee’s account an Employer Contribution equal to 100% of Employee 
Elective Contributions of 0.0% to 4.0% of the Employee’s Base compensation 

All other plan provisions under the 401(k) Plan shall remain the same; and 

Resolved, That the Board adopts the Severance Pay PRP and the Deferred Compensation 
PRP, effective January 1,2005 (the “Effective Date”) in the form attached to these 
resolutions and amends the Severance Pay PRP and the Deferred Compensation PRP as 
follows: 
1. The Severance Pay PRP shall be amended to provide that no new participants shall 

commence participation and no benefits shall be earned under the Severance Pay PRP 
on or after October 3,2006. 

2. The severance Pay PRP shall be amended to provide that benefits earned on or after 
January 1,2005, shall be paid to a participant in a Single Sum Payment. 

3. The terms of the Severance Pay PRP in effect on December 3 1,2004 will govern the 
payment ofbenefits earned before January 1,2005. 

4. The Deferred Compensation PRP shall be amended to provide that benefits earned on 
or after October 3,2006 shall be vested as set forth in the Deferred Compensation PRP. 

Annual Performance Appraisal Review and Salary Adjustment of the President and Chief 
Executive Officer 

The Board will take up this item during an Executive Session to be held at the end of today’s 
Board meeting. 

OSS COMMITTEE INFORMATION ITEMS 

Salt River Electric - OSS Committee Chairman Donnie Cnun clarified a Resolution dated 
July 12,2005, relating to a loan for the purchase of realty in Salt River Electric 
Cooperative Corporation’s service territory for industrial development. In the Resolution, 
the Board approved a loan up to $400,000. The loan will be made directly to the industrial 
customer at “0” interest. The loan will be secured by a mortgage, and subject to such other 
due diligence considerations as are appropriate. 
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FUEL ANI) POWER SUPPLY (llF&PS1’) COMMITTEE ACTION ITEMS 

Amendment No. 1 to Coal Contract w/ Infinity Coal Sales, LLC-Spurlock Unit N G  

After review of the applicable information, a motion was made by Jimmy Longmire and, 
there being no further discussion, passed to approve the following: 

Whereas, East Kentucky Power Cooperative, Inc., (“EKPCyy) has a coal supply contract 
with Infinity Coal Sales, LLC, (“Infinity”) for 240,000 tons per year that began January 1 , 
2006, and extends through December 3 1 , 2007; 

Whereas, Infinity has been a dependable coal supplier to EKPC on both short- and 
long-term supply agreements; 

Whereas, EKPC’s projected activation date for the scrubber for Unit No. 2 at Spurlock 
Power Station is now October 2008 and compliance coal will be required until that time; 

Whereas, Management has negotiated a contract extension amendment with Infinity to 
continue 20,000 tons per month of coal under the current agreement through July 3 1 , 2008; 

Whereas, Said amendment will include a market reopener provision that requires a market 
assessment in September and October of 2007 to determine the price of the additional coal 
shipped during the extension period; and 

Whereas, EKPC management and the Fuel and Power Supply Committee have reviewed 
the terms of this amendment, find them to be reasonable, and recornmend the approval of 
coal supply contract Amendment No. 1 with Infinity; now, therefore, be it 

Resolved, That the EKPC Board of Directors hereby approves a coal supply contract 
Amendment No. 1 with Infinity, and the President and Chief Executive Officer, or his 
designee, is hereby authorized to execute said contract amendment based on the terms 
presented herein and in the Executive Summary. 

Coal Supply Agreement w/Coalsales, LLC-Spurlock Power Station Unit No. 2. 

After review of the applicable information, a motion was made by Jimmy Longmire and, 
there being no further discussion, passed to approve the following: 

Whereas, East Kentucky Power Cooperative, Lnc.’s (”EKPC”) projected startup for the 
scrubber on Unit No. 2 at Spurlock Power Station is October of 2008; 
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Whereas, Compliance coal required for this unit until that date is in limited supply; 

Whereas, EKPC issued a verbal solicitation for 240,000 tons of coal for Spurlock Power 
Station Unit No. 2 for 2007 and 2008; 

Whereas, Six responses were received by the fuel process and evaluated; 

Whereas, The most competitive coal, being a non-typical coal for Spurlock Power Station 
Unit No. 2, was successfully test burned during May 2006; 

Whereas, This recommendation supports EKPC’s key measures for reliable and 
competitive energy costs; and 

Whereas, E W C  management and the Fuel and Power Supply Committee have reviewed 
the coal supply agreement terms and conditions, find them to be reasonable, and 
recommend the approval of a coal supply agreement with Coalsales, LLC, (“Coalsales”); 
now, therefore, be it 

Resolved, That EKPC Board of Directors hereby approves a coal supply agreement with 
Coalsales for 240,000 tons of coal per year at a beginning delivered price of 
$2.687/MMBtu for 2007 and $2.733/MMBtu for 2008, and the President and Chief 
Executive Officer, or his designee, is hereby authorized to execute said agreement based on 
the terms presented herein and in the Executive S m a r y .  

EKPC 2006 Integrated Resource 

After review and discussion of the applicable information, a motion was made by Jimmy 
Longrnire and, there being no further discussion, passed to approve the following: 

Whereas, The Kentucky Public Service Commission (“PSC”), pursuant to 
807 KAR 5:058, requires the filing of an Integrated Resource Plan (“IRP”) by electric 
utilities under PSC regulation every three years; 

Whereas, The Rural Utilities Service (“RUS”) and other federal agencies may also require 
that East Kentucky Power Cooperative, Inc. (“EKPC”) prepare an IRP, for certain specified 
purposes; 

Whereas, EKPC staff has prepared the EKPC 2006 IRP for filing with the PSC; and 
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Whereas, EKPC management and the Fuel and Power Supply Committee recommend that 
the Board of Directors (the “Board”) approve and authorize the filing of the EKPC 2006 
IRP with the PSC, and other governmental agencies, as required; now, therefore, be it 

Resolved, That the Board hereby approves and authorizes the filing of the EKPC 2006 IRP 
with the PSC and other governmental agencies, as required. 

F&PS COMMITTEE INFORMATION ITEMS 

No F&PS Committee information items were brought before the Board 

POWER DELIVERY (“PD”) COMMITTEE ACTION ITEMS 

Cranston-Rowan Transmission Line-Award of Contract to L. E. Myers Companv, Inc. 

After review of the applicable information, a motion was made by Mike Adams, and, there 
being no further discussion, passed to approve the following: 

Whereas, On June 10,2002 the Board of Directors ((‘Board’y) approved an Amendment to 
the East Kentucky Power Cooperative’s (“EKPC”) Rural Utilities Service (“RUS”) 
required Three-Year Work Plan (November 2002 - October, 2005) for the Cranston- 
Rowan 138kV Transmission Line - 6.9 miles; 

Whereas, The appropriate regulatory and environmental approvals and permits have been 
secured to proceed with construction of this line; 

Whereas, EKPC management and the Power Delivery Committee recommend that the 
Board authorize the President & Chief Executive Officer (“President and CEO”), or his 
designee, to award and execute a construction contract, to The L.E. Myers Company, Inc. 
in the amount of $1,715,429.00 for the Cranston - Rowan 138 kV Transmission Line, 
exclusive of owner furnished materials; and 

Whereas, This recommendation supports the delivery of facilities at a competitive cost, on 
time, and of good quality and the reliable delivery of power to our Members; now, 
therefore, be it 

Resolved, That the President & Chief Executive Officer (“President and CEO”), or his 
designee, is authorized to award this contract and execute all documents necessary for the 
praposed contract price of $1,715,429.00 for the construction of the Cranston - Rowan 6.9 
mile 138kV Transmission Line, exclusive of owner fiullshed materials. 
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Expansion of J.K. Smith 138 kV Substation-Award of Construction Contract to Aubrey 
Silvey Enterprises, Inc. 

After review of the applicable information, a motion was made by Mike Adams, and, there 
being no fwrther discussion, passed to approve the following: 

Whereas, On July 12,2005, the Board of Directors (“Board”) authorized East Kentucky 
Power Corporative Inc. (“EKPC”) management to proceed with the construction of related 
transxnission facilities associated with the planned J.K. Smith Combustion Turbine 
Units(CT’s) #8 through #12 and J. K. Smith Circulating-Fluidized Bed (CFB)Unit; 

Whereas, The expansion of the J.K. Smith 138kV Substation is a part of those related 
transmission facilities, 

Whereas, EKPC management and the Power Delivery Committee recommend that the 
Board authorize the President & Chief Executive Officer (“President and CEO”), or his 
designee, to award and execute a construction contract, to Aubrey Silvey Enterprises, Inc. 
(“Aubrey - Silvey”) in the amount of $1,013,266.46 exclusive of owner furnished 
materials, 

Whereas, This recommendation supports the delivery of facilities at a competitive cost, on 
time, and of good quality and the reliable delivery of power to our Members; now, 
therefore, be it 

Resolved, That the President and CEO, or his designee, is authorized to award a contract, 
and execute all documents necessary for a proposed contract price of $1,013,266.46 
exclusive of owner furnished materials, to Aubrey - Silvey for the construction of the 
expansion of the J.K. Smith 138kV Substation. 

Sale of 9.87 Acres in Jackson County. Kentucky, to Knotwood Craftsmen Investments Cow. 

After review of the applicable information, a motion was made by Mike Adams, and, there 
being no further discussion, passed to approve the following: 

Whereas, East Kentucky Power Cooperative, Inc. (“EKPC”) is the record owner of the 
subject 9.87 acres of property located in Jackson County, Kentucky, which is subject to the 
Rural Utilities Service (“RUS”) blanket mortgage. This site was purchased in July 1998 
for the purpose of constructing the Annville Substation; 

Whereas, EKPC has now constnicted the needed substation on this property and recorded 
its easement; 



I 
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Whereas, The conveyance of this property to Knotwood Craftsmen Investments 
Corporation will have no impact on the present or fbture operations of EKPC; 

Whereas, It is the opinion of Management that the conveyance of the real property 
promotes economic development in Jackson County and surrounding areas; 

Whereas, EKPC Management and the Power Delivery Committee recommend that said 
property be conveyed to Knotwood Craftsmen Investments Corporation; now, therefore, be 
it 

Resolved, That the EKPC Board of Directors hereby approves the conveyance of 9.87 
acres of real estate to Knotwood Craftsmen Investments Corporation for the purpose 
intended. The President and Chief Executive Officer of EKF'C or his designee, shall have 
the authority to execute any and all documents or take other steps as necessary to 
consummate this conveyance; and 

Resolved, That EKPC will secure a release for the subject property from the RUS blanket 
mortgage. 

PD COMMITTEE INFORMATION ITEMS 

No PD Committee information items were brought before the Board 

MEMBER SYSTEM NEEDS 

No member system needs were brought before the Board. 

EKPC DIVISION MONTHLY REPORTS 

Chairman Stratton noted the monthly reports as included in the Board books. 

AGENDA ITEMS FOR NEXT AGENDA 

No agenda items for the next agenda were brought before the Board. 
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OTHER BUSINESS 

December 2006 Committee & Board Meetings 

At the request of Board Chairman Wayne Stratton and upon hearing no abjection, the 
December 2006 Committee and Board Meetings will be moved from December 12 to 
December 5,2006. A resolution to that effect will be presented at the November Board 
meeting. 

EXECUTIVE SESSION 

At 12:05 p.m. the Board Chairman called for the Board to go into Executive Session. 
Remaining for the Executive Session were Directors, Alternate Directors, Roy Palk, and 
Dale Henley (Mi-. Henley stayed for a portion of the meeting). Della D m o n  stayed for a 
portion of the meeting to assist with the minutes. The purpose of the Executive Session 
was for a more in-depth update on the EPA lawsuits and the annual performance appraisal 
review of the President and Chief Executive Officer. 

The minutes of the remainder of the Executive Session are included in the separate 
October 3,2006, Executive Session Minutes of the regular Board meeting. 

There being no further business, the Executive Session and the EKPC Board meeting were 
adjourned at approximately 12:50 p.m. 

Approved: 

R. Wayne Stratton 
Chairman of the Board 
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EAST KENTUCKY POWER COOPERATIVE 

July 6 ,  1979 

WPOTISM 

I. OBJECTIVE 

To set forth a policy with regard to the employment of relatives of the Board of 
Directors and employees of East Kentucky Power Cooperative ("EJIPC") and Managers 
of member systems. 

11. CONTENT 

A. The following definitions apply when used in this policy: 

1. "Immediate family" shall mean children, stepchildren, grandchildren, 
brothers, sisters, step brothers, step sisters, half-brothers, half-sisters, 
spouses, parents, step parents, grandparents, aunts, uncles, nieces, nephews, 
brother-in-law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, 
and father-in-law. 

2. "Policy position" shall mean the positions of President and Chief Executive 
Officer ("President and CEO"), Vice President, Process Manager, Plant 
Manager, and General Counsel. 

3. "Supervisory relationship" shall mean  the^ relationship that exists between 
any [management] policv position and any position for which that 
[management] policv position is responsible. 

B. No member of the immediate family of a Director of EKPC or an employee of 
EKPC holding a policy position, or the immediate family of the Manager of a 
member system, shall be eligible to be hired by EKPC. If a member of the 
immediate family of an employee of EKPC holding a policv position is an 
existing employee of EKPC. he or she shall not be eligible for promotions 
transfer into a position where a supervisory relationship exists. Provided, 
however, that any existing employment relationship created prior to October 3, 
1989, shall not be affected by the provisions of this paragraph. 

C. If two employees of EKPC marry, they shall not work in a supervisory 
relationship or in any relationship that might tend to compromise the internal 
controls of EKPC, and every reasonable effort will be made to not have them 
work in the same organizational unit. 
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D. If a member of an employee’s immediate family is also an EKPC employee, only 
one of them can hold a policy position. 

E. If two employees become related as either spouse, father-in-law, mother-in-law, 
son-in-law, or daughter-in-law by marriage or otherwise, only one of them can 
hold a policy position. If two employees in policy positions become so related by 
marriage or otherwise, one of them will be required to terminate employment. If 
the affected employees cannot decide which of them will terminate, the employee 
with the least seniority shall have employment terminated. 

F. Subsequent to December 14, 1993, if an employee bec0mes.a spouse, father-in- 
law, mother-in-law, son-in-law, or daughter-in-law of a Director of EKPC, or of a 
manager of a member system, or if the spouse, father, father-in-law, mother, 
mother-in-law, son, son-in-law, daughter, or daughter-in-law of an employee 
becomes a Director of EKPC or a manager of a member system, the employee, in 
either case, shall not be eligible to hold a policy position. If such an employee 
already holds a policy position, that employee shall be required to terminate his or 
her employment. 

111. RESPONSIBILITY 

A. The President and CEO shall be responsible for the administration of this policy. 

Amended: 1 1-20-79 
Amended: 11-13-85 
Amended: 10-03-89 
Amended: 08-03-93 
Amended: 12-14-93 
Amended: 12-06-94 
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POLICY NO. 503 SEPTEMBER 10,1979 

AUTHORIZED LEAVE WITH OR WITHOUT PAY 

I. OBJECTIVE 

To establish the conditions under which employees may take leave with or without pay. 

TI. CONTENT 

A. CourtLeave 

1. An employee who is required to serve and perform jury duty shall be 
compensated by East Kentucky Power Cooperative ("EKPC") in the amount 
of the difference between his regular rate for regularly scheduled work 
hours lost and the amount received as juror's fees, provided he is prepared to 
offer valid proof of such jury duty and the amount received as juror's fees 
upon request by EKPC. 

2. In addition, and subject to the same conditions as stated above, and 
employee who under threat of subpoena or is subpoenaed to give his 
deposition or appear in court and does appear as a defendant growing out of 
EKPC's business, a codefendant with EKPC, or as a witness on behalf of 
EKPC shall receive the difference between his regular rate for regular 
scheduled work hours lost and the amount received as a witness fee. 

B. Funeral Leave 

1. Employees who experience the death of a child, parent, grandparent, parent- 
in-law, wife, husband, step children, or step parent may have up to three 
days time off with pay. 

2. Employees who experience the death of a brother, sister, step brother, step 
sister, brother- or sister-in-law, son- or daughter-in-law, grandchild, or any 
relative residing in the employee's household may have up to two days time 
off with pay. 

3. Employees who experience the death of an uncle, aunt, niece, or nephew, or 
the uncle, aunt, niece, nephew, or grandparent of their spouse may have up 
to one day off with pay. 
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Employees who experience the death of a [fellow employee] co-worker 
Jcurrent employee of EKPQ or must serve as a pallbearer may attend 
funeral services with pay. 

Employees may have time off with pay as provided herein if the necessity 
for being off occurs within the employee’s regular workweek. Abuse of the 
policy will result in its discontinuance. 

C. Military Leave 

1.  EKPC’s policy regarding military and reserve military leave is consistent 
with the IJniforrn Services Employment and Reemployment Rights Act of 
1994 (“USERRA”), as amended. 

2. Employees departing for military service must provide advance notice to 
EKPC, when such notice is practical. The cumulative length of an 
employee’s absences from a position cannot exceed five years, with certain 
exceptions as stated in the USERRA. Employees who are dishonorably 
discharged from the military are not eligible. 

3. Pension benefits will continue to accrue benefits during the military service 
period and the reemployed person must be treated as not having incurred a break in 
service with EKF’C. EKPC will provide health care benefits to the service member and 
their eligible dependents during the military leave, if they participated in EKPC’s health 
care benefit programs as an active employee, for up to 18 months after the absence 
begins, or for the period of military service, whichever is shorter. Health care benefits 
consist of three programs: Medical, Dental, and Employee Assistance Program. EKPC 
will continue to pay the service member and eligible dependents’ health care benefit 
contributions as if the service member continued to be employed full-time. After 18 
months, the service member would be allowed to continue health care benefits for 
[another 18 months] an additional 24 months in accordance with the Consolidated 
Ominbus Budget Reconciliation Act (“COBRA”) and the service member would be 
responsible for all health care benefit contributions in accordance with COBRA. 

4. During reserve military leave, up to a period of two (2) weeks, EKPC will 
pay to the employee an amount equal to the difference between his normal 
EKPC pay and military pay. If military pay exceeds normal EKPC pay, the 
employee will receive no compensation from the Cooperative. 
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SEPTEMBER 10,1979 

D. Family and Medical Leave Act of 1993 

1. In accordance with the Family and Medical Leave Act o f  1993, EKPC must 
provide up to 12 weeks of unpaid leave during a 12-month period of time, 
which begins when leave is first taken for any reason covered by the Act. 
Leave must be granted to any employee employed by EKPC for at least 12 
months and who has worked 1250 hours or more during the 12-month 
period of time preceding the date leave is to commence. 

2. Employees must first use any accumulated paid leave, in accordance with 
EKPC policies, before unpaid leave is granted. Leave under the Family and 
Medical Leave Act runs concurrently with apdicable accrued annual and 
sick leave, 

3. Both paid and unpaid leave shall be included in the 12 weeks of leave 
required by the Act. 

4. Events covered by the Act include birth, adoption, foster care placement, or 
serious health conditions of the employee or employee's immediate family 
members, which meet the qualifications of the Act. 

5. If both husband and wife are employed at EWC, the aggregate length of 
leave to which both are entitled for the birth or foster care placement of a 
child is 12 work weeks during any 12-month period of time. 

E. Voting Leave 

Employees entitled to vote at any official election may be allowed up to four 
hours without pay to execute an absentee ballot or cast a vote on election day. 

F. Regulatory Compliance 

h the event that any provision of this policy is determined to be in conflict with 
the Americans With Disabilities Act, the Family and Medical Leave Act, or any 
other state or federal law or regulation, said provision shall be deemed null and 
void and any employee matters governed by this policy shall thereafter be 
administered in accordance with such applicable laws or regulations and any non- 
conflicting provisions of this policy, which shall remain in full force and effect. 
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SEPTEMBER 10,1979 

111. RESPONSIBILITY 

The President and Chief Executive Officer is responsible for seeing that this policy is 
adhered to and operating procedures are developed to coordinate the policy with the 
provisions of EKPC’s benefit programs. Details for the administration of this policy are 
contained in EKPC Administrative Policy No. A0 12. 

Amended: 1 1-20-79 
Amended: 10-20-8 1 
Amended: 12-13-83 
Amended: 08-07-84 
Amended: 09- 12-89 (to be effective January 1, 1990) 
Amended: 1 1 - 13-90 
Amended: 08-03-93 
Amended: 10-12-93 
Amended: 10-08-96 
Amended: 01-05-99 
Amended: 08- 10-99 
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EAST KENTUCKY POWER COOPERATIVE 

POLICY NO. SO5 
INSURANCE BEWFITS 

July 6, 1979 

I. OBJECTIVE 

To provide insurance benefits which will enable East Kentucky Power Cooperative 
(“ETSPC”) to attract and retain competent personnel and to provide protection for 
Directors and Alternate Directors, as indicated, while traveling on official business for 
EKPC. 

II. CONTENT 

* A. The following fringe benefits are available to all regular employees and are 
subject to the specific terms and conditions of currently applicable policies. 

1. EKPC will [pay 100% of the premium for] make available the following 
employee benefits (certain benefits will require employee contributions): 

Retirement Security Program - 2% Benefit Level {Emplovees 

401K Pension Plan - 2% Employer Matching (Employees hired prior to 

401K Pension Plan - 6% Employee provided and 4% Employer matching 

24-Hour Accident Insurance (Self-Insured Aerial Line Inspection) 

Business Travel Accident Insurance 
Long-Term Disability Insurance 
[Employee Group Health Plans which include the] Employee Group 
Medical & Hospitalization Insurance [, the] 
Employee Group Dental Insurance [(employee pays full cost of dependent 

dental coverage)] [and the] 
Employee Assistance [Plan] Promam 
Double Salary Life Insurance 
Employee Group Life ($4,000 employee, $S,OOO spouse, $1,000 

Supplemental Employee Death Benefit (Employees hired prior to 01/O 1/07 

hired prior to 01/01/07 only) 

0 1 /O 1/07 only) 

(Employees hired on or after 01/01/07 only) 

($20,000) 

dependent child, $200 for dependent infant) 

only) 

Voluntary Benefits (requires employee contributions): 
Employee Group Vision 
Voluntary Life Insurance 
Long-Term Care 
Section 125 Cafeteria Plan 





PSC Request 33 

POLICY NO. 505 

Attachment 
Page 22 of 53 . EKPC Board Minutes for 10/3/2006 

Attachment A, Page 8 of 34 

-2- July 6, 1979 

MetLife Insurance Payroll Deduction Program 
Homestead Funds 

2. In the event of death of a covered employee (active or disabled), the 
Employee Group Medical and Hospitalization Insurance is available to 
hisher covered dependent spouse and dependent children at full cost 
provided, however, that if on the date of death, the deceased employee 
&red prior to 01/01/07 had at least ten (10) years of service or the 
deceased employee hired on or after 01/01/07 had at least t w e n t y m  
years of service and was at least age 55, the covered dependent spouse 

- and dependent children will receive a 50% discount. This coverage will 
be available until: 

(a) spouse remarries, or 

(b) covered spouse and/or covered children become eligible for benefits 
under any other employer sponsored plan, or 

(c) a child ceases to be a dependent. 

(d) deceased employee hired on or after 01/01/07 65th birthday. 

3. Business Travel Accident Insurance 

(a) The premium on the $1 00,000 Business Travel Accident 
Insurance will be paid for the President and Chief Executive 
Officer (“President and CEO”) and vice presidents. 

(b) The premium. on the $50,000 Business Travel Accident 
Insurance will be paid for all other employees. 

B. The following fringe benefits are available to all temporary and part-time 
employees who work at least 1,000 hours in their first 12 months of 
employment or during any subsequent calendar year, and are subject to the 
specific terms and conditions of currently applicable policies. 

EKPC will reimburse eligible temporary and part-time employees for 50% of 
their out-of-pocket medical plan insurance premiums on a monthly basis 
during active service. The monthly maximurn reimbursement will not exceed 
50% of EKPC’s monthly medical contribution rates as applied to EKPC’s 
active regular, full-time employees. 
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C. The following benefits are available to retired employees and are subject to the 
specific terms and conditions of currently applicable policies: 

1. 

2. 

3. 

- 4. 

- 5. 141. 

EKPC will pay 1/2 the cost of the Employee Group Medical and 
Hospitalization Insurance for retired employees, and their spouses and 
dependent children, and 1/2 the cost of the Retired Employee Life 
Insurance for retired employees, if the retiring employee was hired prior 
to 01/01/07, has completed a minimum of 10 years of continuous service 
with EKPC, and has also attained the minimum retirement age o f  55 
years, &the retiring emplovee was hired on or after 01/01/07, has 
completed a minimum of 20 years of continuous service with EKPC, and 
has also attained the minimum retirement age of 55 years. Employee 
Group Medical and Hospitalization Insurance for retired employees hired 
- on or after 01/01/07 will end on the retired employee's 65' birthday or 
upon retirement if employee retires after hidher 65' birthday. Only the 
spouse and dependent children covered on the retired employee's last day 
of active service will be eligible far Employee Group Medical and 
Hospitalization Insurance unless they are entitled to special enrollment 
rights under the Health Insurance Portability and Accountability Act. 

The Employee Assistance Plan is available at no cost to retirees, retiree 
dependents and dependents of deceased retirees. 

Retired Employee Life Insurance coverage is available in $1,000 
increments up to a maximum of $10,000. The coverage of retirees who 
retired prior to 1/01/86 is limited to a maximum of $5,000. 

- Other benefits available at full cost to retirees are: 
Long-Term Care 
Met Life Insurance Program 
Homestead Fun& 

In the event of death of the covered retiree, the Employee Group Medical 
and Hospitalization Insurance is available to the surviving eligible 
dependent spouse and eligible dependent children at 1/2 the full cost. 
This coverage will be available until: 

(a) spouse remarries, or 

(b) the covered spouse and/or covered children become eligible for 
benefits under any other employer-sponsored plan, or 
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(c) a child ceases to be a dependent. 

(d) deceased retiree hired on or after 01/01/07 65th birthday. 

D. The following benefits are applicable to EKPC Directors and Alternate Directors 
and are subject to the specific terms and conditions of currently applicable 
policies. 

1. The premium on the $100,000 Business Travel Accident Insurance will 
be paid for Directors and Alternate Directors with coverage applicable 
only while traveling as a Director of EKPC. 

2. The premium on the $20,000 24-Hour Accident Insurance for Directors 
will be paid by EKPC. 

E. All of said insurance contracts will govern in all matters related to the insurance 
plans provided by EKPC. The exact coverage and the conditions for coverage 
of such insurance will be determined by the terms and conditions of the policy 
or contract. As has been our practice, EISPC reserves the absolute right to 
amend, suspend, withdraw, discontinue or terminate each benefit plan in whole 
or in part at any time for any and all participants of the plan. 

F. The President & CEO or his designee, shall be granted authority to negotiate 
insurance benefits outside the normal guidelines when hiring individuals from 
outside the organization. This granted authority is to be used only after an offer 
has been made within the regularly applied guidelines and only in the event that 
it is deemed necessary to attain, the qualified individual. 

III. RESPONSIBILITY 

A. The President and CEO shall, without further Board approval, approve any 
increased premiums charged by the carrier now providing coverage if, in his 
opinion, he believes such increases are justifiable. 

B. The President and CEO shall, without futher authority from the Board of 
Directors, approve all changes to the Employee Group Health Plans covered by 
this policy except for the termination of any particular insurance plan. 

C. The President and CEO, or his designee, shall negotiate all insurance coverage’s 
or changes in coverage’s and make appropriate recommendations to the Board 
as to carrier and coverage’s and cost of same except as provided in Section 111. 
€3. above. 
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D. The President and CEO is responsible for seeing that these programs are 
properly administered and that all individuals covered by this Board policy are 
properly informed. 

Amended: 06-20-83 Amended: 12-06-94 Amended: 02-07-00 
Amended: 12-13-83 Amended: 01-10-95 
Amended: 02- 1 1-86 Amended: 03-12-96 
Amended: 11-13-90 Amended: 12-03-96 
Amended: 08-03-93 Amended: 01-05-99 . 
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EAST KENTUCKY POWER COOPERATIVE 

July 6, 1979 

RETIREMENT 

1. OBJECTIVE 

To establish the policy which governs the retirement of employees. 

a. CONTENT 

A. Employee 

1 .  Effective January 1, 1987, normal retirement, under East Kentucky 
Power Cooperative's ("EKPC") Retirement Plan, is at age 62. However, employees 
may elect to take early retirement any time after attaining age 55 or may work beyond 
age 62, provided they are filly able to carry out the duties and responsibilities of the 
position to which they are assigned. 

- 2. 

- 3. [2.] 

- 4. 13.1 

- 5. 14.1 

EWC's Retirement Plan consist of a Retirement Security Plan only 
available to employees hired prior to 01/01/07 and a 401K Pension Plan 
available to all employees. 

An employee who began receiving Long-Term Disability ("LTD") benefits 
from EKPC's LTD plan prior to January 1, 1987 is covered under the 
provisions of the Retirement Security Plan [retirement plan] having a 
normal retirement age of 65 until the employee returns to work. If the LTD 
employee returns to work, he/she is covered by the plan having a normal 
retirement age of 62. 

Pension benefits are subject to the benefit provisions of the Retirement 
Security Plan. Contributions to the Retirement Security Plan will continue 
for those employees who work beyond age 62. Contributions to the 401K 
Pension Plan will continue as lony as the employee remains on payroll up to 
13 weeks from the employee's last day of work. 

* 

All contributions to the Retirement Security Plan for employees receiving 
LTD benefits are waived beginring the 27th week after the date of 
disability. In addition, the Retirement Security Plan benefit will be 
continued without contribution as long as the employee remains totally 
disabled to the employee's normal retirement date or 27th week after the 
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date of disability, whichever occurs later. At such time, the LTD employee 
is considered retired. 

- 6 .  15.1 Employees desiring early retirement must advise their supervisor in writing 
six months prior to the date on which they wish to retire. 

111. RESPONSIBILITY 

The President and Chief Executive Officer is responsible for seeing that the provisions 
of this policy are carried out, as applies to employees, and that they receive the 
necessary information and counseling on retirement. 

Amended: 12-09-86 
Amended: 11-14-89 
Amended: 08-03-93 
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EAST KENTUCKY POWER COOPERATIVE 

POLICY NO. 515 OCTOBER 12,1982 

SICK LEAVE AND DISABILITY BENEFITS 

I. OBJECTIW 

To define the scope of sick leave coverage, set forth the rate at which sick leave 
is earned, establish the limitations on sick leave, provide policies and 
procedures governing the earned sick leave of regular employees as of 
December 3 1,1982, and set forth provisions of East Kentucky Power 
Cooperative's ("EKPC") disability benefit plan. 

II. CONTENT 

A. Sick Leave Benefit 

1. Sick leave days earned and accumulated on or before December 
3 1, 1982 will be "grandfathered" and administered as follows: 

( 4  Sick Leave Reserve Account. A Sick Leave Reserve 
Account representing all unused sick leave days 
accumulated on or before December 3 1, 1982 shall be 
established for each regular employee. Sick leave paid 
out from this account will be equal to the hourddays used 
times the employee's rate of pay in effect at the time such 
sick leave is used. 

(b) An employee will receive, at retirement, a benefit 
payment equal to the amount of accumulated sick leave 
dayshours in the Sick Leave Reserve Account if the 
employee is 55 years of age or older or has worked for 
EKPC 30 or more years. Subject to the limitation 
contained in (c) below, such an employee may choose to 
receive a lunzp sum single payment, or bi-weekly 
distribution payments, of the accumulated dayshours. An 
employee receiving the lump sum payment is considered 
retired as of the last day actually worked and all benefits 
for regular employee's cease. If an employee elects the bi- 
weekly payments, employee benefits continue through the 
period of payments, and the employee is considered 
retired at the end of the extended period of bi-weekly 
payments. 
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(c) An employee receiving long-term disability benefits 
cannot receive bi-weekly distribution of sick leave 
beyond the normal retirement date or 27th week after 
the date of disability, whichever occurs later. At such 
time, the LTD employee is considered retired and the 
balance of sick leave remaining in the Sick Leave 
Reserve Account will be paid in a lump sum single 
payment. 

(d) An employee age 60 or older, or having worked for 
EKPC 30 or more years, will receive pay representing 
the days of unused accumulated sick leave in the Sick 
Leave Reserve Account upon terrnination of 
employment for any reason. Payment will be 
computed based on the employee's rate of pay in effect 
at the time of termination and, in cases other than 
retirement, will be a lump sum single payment. 

(e) Payment of the unused Sick Leave Reserve Account 
shall be made to an employee's estate upon death 
regardless of age or years of service. Payment will be 
computed based on the employee's rate of pay in effect 
at the time of termination and will be a lump sum 
single payment. 

2. Sick leave days earned and accumulated beginning January 1 , 
1983 shall be administered as follows: 

( 4  Sick Leave Accumulation Account. A Sick Leave 
Accumulation Account representing unused sick leave 
earned after January 1, 1983 shall be established for 
each regular employee. Sick leave paid out from this 
account will be equal to the hourddays used times the 
employee's rate of pay in effect at the time such sick 
leave is used. 

(b) Sick leave will be assigned to a Sick Leave Accumulation 
Account the first of each year on the basis of 1 day per month. Maximum credit is, 
therefore, 12 days per year. New employees will receive a prorated sick leave 
allowance in the first year of employment based on the time from date of hire through 
the end of the year. 
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(c) Up to October 3 1 , 2004, days credited to this account 
cannot accumulate beyond 85 days. After October 3 1 , 
2004, days will accumulate unlimited. 

(d) There shall be no payment representing days 
accumulated in the Sick Leave Accumulation Account 
for any reason other than bona fide illness or other 
covered use. There shall be no payment from this 
account upon death, retirement, or termination nor shall 
any accumulated days in this account be applied 
towards early retirement. 

3. General Provisions 

( 4  Other compensation such as Worker's Compensation, 
LTD benefits, etc. an employee receives in the case 
of illness or injury will serve to reduce the amount of 
sick leave paid during the absence so that total 
compensation will not exceed the employee's normal 
straight-time earnings. 

(b) The use of sick leave for reasons other than personal 
illness or injury may be approved in certain 
circumstances. It should be noted that such use will be 
allowed only when no other arrangement outside of 
working hours is possible. Such use is limited strictly 
to the following situations: 

1) The hospitalization of an employee's spouse, 
child, or relative living in the same household as 
the employee when the employee's presence is 
required. 

2) To transport an employee's spouse or child to a 
physician's or dentist's office for appointments 
which are emergencies or cannot be scheduled 
outside of working hours. 

3) When no other arrangements can be made, an 
employee may remain at home to care for an ill 
child, or for a seriously ill spouse who requires 
personal care and attention. 



I 
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4) An employee may use sick leave for personal 
physician or dentist appointments, which cannot 
be scheduled outside of working hours. The use 
of sick leave for these purposes is at the 
discretion of EWC and requires prior approval 
of the immediate supervisor and/or significant 
advance notice. Payment of sick leave for these 
purposes requires the approval of the vice 
president, process manager and/or the President 
and Chief Executive Officer (“President and 
CEO”). 

(c) An employee, upon 24 hours notice and receipt of 
appropriate approval, may convert up to three days of sick 
leave to “personal leave days“ off in each calendar year. 
Such personal days cannot be carried over to the next year. 
With approval, personal days can be scheduled in one-half 
hour units. Employees who have not completed their first 
six months of employment are not eligible to take “personal 
leave days”. 

B. Long-Term Disability 

1 .  EKPC provides long-term disability benefits for periods of 
disability of more than 13 weeks. [This coverage is currently 
provided by the National Rural Electric Cooperative Association 
(“RECA”) Long Term Disability Insurance Plan.] 

2. Regular employees are eligible for participation in the long-term 
disability program after 90 days of employment, 

3. Long term disability benefits are payable in accordance with 
the Certificate of Insurance. Details are available in the NRECA 
Summary Plan Description Manual. 

In. RESPONSIBTLJTY 

The President and CEO is responsible for the administration of this policy and for 
the development of procedures relating this to the various insurance coverage’s. 
Details for administration of this policy are contained in EKPC Administrative 
Policy No. A012. 
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Amended: 01-1 1-83 
Amended: 05- 10-83 
Amended: 1 2- 1 3-83 
Amended: 03-1 1-86 
Amended: 11-14-89 (para. II.A3.(j) to be effective 01-01-90) 
Amended: 04-09-9 1 
Amended: 08-03-93 
Amended: 10- 12-93 
Amended: 12-06-94 
Amended: 0 1-05-99 
Amended: 10-05-04 
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DEFERRED COMPENSATION PENSION RESTORATION PLAN 

1. Participants. The participants in the Deferred Compensation Pension Restoration 
Plan (the “Deferred Compensation PRP’) eligible for benefits shall be a select group of 
management or highly compensated employees of the Cooperative who on the date of their 
termination of employment fi-om the Cooperative (or on vesting of the Deferred Compensation 
PRP benefit, if earlier) have a Pension Limitation, as defined in Section 2(b) of this Deferred 
Compensation P W ,  applied to reduce the amount of payment that would otherwise be payable 
by the Retirement Security Plan sponsored by the National Rural Electric Cooperative 
Association (NRECA). 

2. Benefit Pament. 

(a). The Deferred Compensation PRP Benefit payable under the Deferred Compensation 
PRP is the amount of the Pension Limitation minus the Severance Pay Limit. 

(b). The Pension Limitation is the difference between the single lump sum equivalent 
of (i) the participant’s accrued benefit from the Retirement Security Plan as calculated by 
NRECA without the limitations provided in Sections 415 and 401(a)(17) of the Internal Revenue 
Code of 1986 (the “Code”), and (ii) the participant’s accrued benefit fi-om the Retirement 
Security Plan as calculated by W C A  aiter application of the limitations of Sections 41 5 and 
401(a)( 17) of the Code, each of which is calculated at the time a participant is entitled to a 
payment hereunder. The single lump sum equivalent shall be calculated using the lump sum 
methodology and assumptions specified in the Retirement Security Plan. 

* NRECA Tax Disclosure. The Internal Revenue Service (“RS”) has issued new rules regarding 
1 the disclosure of tax information. The niles generally are motivated by the concern of the IRS 

with abusive tax shelters. However, the disclosure rules apply to many common and accepted 
transactions. In order to comply with these rules, we are required to inform you of the following 
any time we give you tax information: 

We inform you that any tax advice contained in this comunication (or in any attachment) is not 
intended or written to be used, and cannot be used for the purpose of avoiding penalties under the 
Internal Revenue Code. It is not intended or written to be used, and cannot be used for 
promoting, marketing or recommending to another party any transaction or matter addressed in 
this communication (or any attachment). 
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(c). The Severance Pay Ldmit is an amount equal to the lesser of (i) the Frozen Benefit 
under the Severance Pay Plan, or (ii) twice the participant’s annual compensation for the year 
immediately preceding the year in which the participant terminates employment with the 
Cooperative less the amount of any other severance pay benefits paid by the Cooperative to the 
participant. Annual Compensation means the total of all compensation paid by the Cooperative 
to the participant including wages, salary, and any other benefit of monetary value (whether paid 
in cash or otherwise), such as for example, the cost of any fringe, welfare or pension benefit. In 
the event a participant’s Deferred Compensation PRP Benefit vests before the Severance Pay 
PRP benefit is payable, for purposes of calculating the Deferred Compensation PRP Benefit, the 
Severance Pay Limit shall be determined as of the date the Deferred Compensation PRP Benefit 
vests. 

(d). Tn determining the participant’s pension benefit fiam the Retirement Security Plan 
under Section 2(b) there shall be included in the calculation amounts paid in cash to the 
participant or his beneficiary, transferred to an individual retirement account or annuity for the 
benefit of the participant or beneficiary or transferred to the participant’s account in the NRECA 
401(k) Pension Plan. 

(e) In the event a participant in the Deferred Compensation PRP is eligible to 
receive more than one Deferred Compensation PRP Benefit, (for example, in the case of a 
participant who receives his Deferred Compensation PRP Benefit before the Retirement Security 
Plan benefit can be paid, and subsequently earns and becomes vested in another Deferred 
Compensation PRP Benefit), the Pension Limitation shall be calculated for each benefit 
payment. In addition, any subsequent Deferred Compensation PRP Benefit shall be offset to 
take into account any Deferred Compensation PRP Benefit previously paid to the participant by 
adding the differences between 2(b)(i) and 2(b)(ii) for the previous payments to the amount 
under 2(b)(ii) for the current payment. 

3. Benefit Forfeitable bv Participant. The Deferred compensation Benefit provided 
in Section 2 is subject to a substantial risk of forfeiture and shall be forfeited in its entirety if the 
participant’s employment with the Cooperative is terminated for any reason before the vesting 
date the Cooperative has specified in writing for each participant under this Deferred 
Compensation PRP. If the Cooperative does not specify such a date for any participant then such 
date shall be the normal retirement date for the participant under the Retirement Security Plan. 
In any event, a forfeiture shall not occur if the termination of the participant’s employment with 
the Cooperative is caused by death or disability. Notwithstanding the foregoing, the benefit 
forfeited by a participant under the Deferred Compensation PRP maintained by the Cooperative 
(the “Transferor Cooperative”), can be reinstated if the participant is hired by another 
cooperative (the “Transferee Cooperative”) immediately following termination of employment 
with the Transferor Cooperative, provided the Transferee Cooperative adopts the Deferred 
Compensation PRP. The participant shall vest in all benefits earned under the Deferred 
Compensation PRP of the Transferor Cooperative and under the Deferred Compensation PRP of 
the Transferee Cooperative on the vesting date specified by the Transferee Cooperative. It is the 
intention of the Cooperative that the forfeiture provision of this Deferred Compensation PRP 
shall constitute a substantial risk of forfeiture as defined in Section 457(9(3)(B) of the Code. 
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4. TiminP and Form of Payment. (a). The Deferred Compensation Benefit shall be 
payable to the participant (or if deceased to his estate) in a lump sum payment immediately upon 
the lapse of the substantial risk of forfeiture specified by the Cooperative in writing pursuant to 
Section 3, above, but in no event later than two and a half months following the lapse of the 
substantial risk of forfeiture. 

5 .  Termination and Amendment. The Board of Directors of the Cooperative may 
amend any or all provisions of this Plan at any time by written instrument identified as an 
amendment effective as of a specified date. The Deferred Compensation PRP may be terminated 
in whole or in part at any time by action of the Board of Directors of the Cooperative. However, 
no such termination or amendment shall reduce any benefit accrued by a participant in this Plan 
prior to the effective date of the termination or amendment. 

6 .  Assets of the Plan and Benefit Payments. The benefits under this Deferred 
Compensation PRP shall be payable from the general assets of the Cooperative and no trust fbnd 
or funding shall be used to secure the payment of plan benefits. 

7. General Administrative Powers and Duties. General administration of the Plan 
shall be placed in the Board of Directors of the Cooperative (the "Board"). The Board shall have 
the power to take all actions required to carry out the provisions of the Deferred Compensation 
PRP and shall further have the following powers and duties which shall be exercised in a manner 
consistent with the provisions of the Deferred Compensation PEW: 

(a) To construe and interpret the provisions of the Deferred Compensation PRP and 
make rules and regulations under the Deferred Compensation PEW to the extent deemed 
advisable by the Board, 

Compensation PRP and as to the rights of Participants under the Deferred Compensation PRP, 

required by any federal or state statute, agency or authority for the Deferred Compensation PRP, 
and 

Compensation PRP in accordance with its provisions or as may be required by law. 

fb) 

( 4  

To decide all questions as to eligibility to become a Participant in the Deferred 

To file or cause to be filed all such reports and other statements as may be 

(d) To do such other acts as it deems necessary to administer the Deferred 

8. Grant of Discretion. In discharging the duties assigned to it under the Deferred 
Compensation P g ,  the Board and its delegates have the discretion and final authority to 
interpret and construe the terms of the Deferred Compensation PW;  to determine coverage and 
eligibility for and amount of benefits under the Deferred Compensation PRP; to adopt, amend, 
and rescind rules, regulations and procedures pertaining to its duties under the Deferred 
Compensation PRP and the administration of the Deferred Compensation PRP; and to make all 
other determinations deemed necessary or advisable for the discharge of its duties or the 
administration of the Deferred Compensation PRP. The discretionary authority of the Board and 
its delegates is final, absolute, conclusive and exclusive, and binds all parties so long as 
exercised in good faith. Any judicial review of any decision of the Board or its delegates shall 
be limited to the arbitrary and capricious standard of review. 
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9. Claim Adiudicator. All claims for benefits under the Deferred Compensation 
PRP shall be determined by the Cooperative, which shall be a named fiduciary as defined in 
Section 402(a) of the Employee Retirement Income Security Act of 1974, as amended, (ERISA) 
with respect to adjudication of such claims for benefits under the Deferred Compensation PRP. 

10. Claim Procedure. Upon the submission of a claim for benefits under the 
Deferred Compensation PRP to the Cooperative, notice of a decision with respect to the claim 
shall be fimished within 90 days. If circumstances require an extension of time for processing 
the claim, written notice of the extension shall be furnished by the Cooperative to the claimant 
prior to the expiration of the initial 90 day period. The notice of extension shall indicate the 
circumstances requiring the extension and the date by which the notice of the decision with 
respect to the claim shall be furnished. Commencement of benefit payment shall constitute 
notice of approval of a claim to the extent of the amount of approved benefit. If such claim is 
wholly or partially denied, such notice shall be in writing and worded in a manner calculated to 
be understood by the claimant and shall set forth (a) the reason or reasons for the denial, (b) 
specific reference to pertinent provisions of the Deferred Compensation PRP on which the denial 
was based, (c) a description of any additional material or information necessary for the claimant 
to perfect the claim and an explanation of why such material or information is necessary, and (d) 
an explanation of the claims review procedure. If the claimant is not notified of the decision in 
accordance with this Section, such claim shall be deemed denied and the claimant shall then be 
permitted to proceed with the claims review procedure provided below. 

11. Claims Review Procedure. (a) Within 90 days following receipt of notice of a 
claim denial, or within 90 days following close of the 90 day period referred to in Section 10, the 
claimant must file an appeal of the denial of a claim in writing with the Board requesting a 
review of such denial. 

duly authorized representative may review pertinent documents and submit issues and comments 
in writing for consideration. The issues and comments submitted by a claimant or the claimant's 
duly authorized representative shall supplement the administrative record on which the appeal is 
to be decided and should contain all of the additional information the claimant wishes to be 
considered in the review. 

(b) Prior to a decision on the appeal by the Board, the claimant or the claimant's 

( 4  Within 60 days following receipt of an appeal, the Board shall render a written 
decision. If circumstances require an extension of time for reviewing an appeal, written notice of 
the extension shall be furnished to the claimant or the claimant's authorized representative prior 
to the commencement of the extension. If an extension of time is elected, the Board shall render 
its decision within 120 days after receipt of the appeal. 

(d) The Board's decision on the appeal shall be in writing, worded in a manner 
calculated to be understood by the claimant, and shall set forth (a) the reason or reasons for the 
decision and (b) specific reference to pertinent provisions of the plan on which the decision is 
based. 
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12. Notices. (a) The Cooperative shall notify NRECA in writing upon the 
occurrence of any of the following events: 

(i) The payment of any benefits to a participant in the Deferred 

(ii) The adoption, amendment or termination of the Deferred Compensation 
Compensation PRP, including the amount and time of the benefit payment, and 

PRP, including a copy of the signed Deferred Compensation PRP as adopted or amended and the 
Board resolution authorizing such action or the resolution authorizing the termination of the 
Deferred Compensation PRP. 

0. All notices sent to W C A  shall be mailed to: 

Alan Vandendriessche 
Insurance & Financial Services Department 
National Rural Electric Cooperative Association 
4301 Wilson Boulevard 
Arlington, Virginia 22203. 

13. No Rigfit to Emplovment. Nothing in the Deferred Compensation PRP shall 
constitute, nor be interpreted to constitute, a promise or representation of the employment or 
continued employment of any individual by the Cooperative or other entity. 

14. No Waiver or Estoppel. No term, condition or provision of the Deferred 
Compensation PRP shall be deemed to have been waived, and there shall be no estoppel against 
the enforcement of any provision of the Deferred Compensation PRP, except by written 
instrument of the party charged with such waiver or estoppel. No such written waiver shall be 
deemed a continuing waiver unless specifically stated therein, and each such waiver shall operate 
only as to the specific term or condition waived and shall not constitute a waiver of such term or 
condition for the future or as to any act other than that specifically waived. 

15. Misstatements of Information. In the event of any misstatement of any fact 
affecting benefits and eligibility for benefits, the true facts shall be used to determine eligibility 
and benefits. 

16. Applicable Law. The provisions of this Deferred Compensation PRP shall be 
construed according to the laws of the State of , except as preempted by Federal law 
and in accordance with the Code and ERISA. 

IN WITNESS WHEREOF, Cooperative has caused this document to be executed 
effective as of ,200-. 

Cooperative 

(SEAL) 





Date: 
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By: 
Board President 
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SEVERANCE PAY PENSION RESTORATION PLAN 

1. Participants. The participants in the Severance Pay Pension Restoration Plan (the 
“Severance Pay PRP”) who shall be eligible for benefits shall be all employees of the Cooperative 
who on the date of their termination of employment from the Cooperative have a Pension Limitation, 
as defined in Section 2(b) of this Severance Pay PRP, applied to reduce the amount of payment that 
would otherwise be payable by the Retirement Security Plan sponsored by the National Rural 
Electric Cooperative Association (NRECA). 

2. Benefit Payment. (a). The Severance Pay Benefit payable under the Severance Pay 
PRP is the lesser of the Pension Limitation and the Severance Pay Limit. 

(b). The Pension Limitation is the difference between the single lump sum equivalent 
of (i) the participant’s accrued benefit from the Retirement Security Plan as calculated by 
NRECA without the limitations provided in Sections 415 and 401(a)(17) of the Internal Revenue 
Code of 1986 (the “Code”), and (ii) the participant’s accrued benefit from the Retirement 
Security Plan as calculated by NRECA after application of the limitations of Sections 4 15 and 
401(a)(17) of the Code, each of which is calculated at the time a participant is entitled to a 
payment hereunder. The single lump sum equivalent shall be calculated using the lump sum 
inethodology and assumptions specified in the Retirement Security Plan. 

(c). The Severance Pay Limit is an amount equal to twice the participant’s annual 
compensation for the year immediately preceding the year in which the participant terminates 
employment with the Cooperative less the amount of any other severance pay benefits paid by the 
Cooperative to the participant. Annual Compensation means the total of all compensation paid by 
the cooperative to the participant including wages, salary, and any other benefit of monetary value 
(whether paid in cash or otherwise), such as for example, the cost of any fringe, welfare or pension 
benefit. If the Cooperative elects to freeze the Severance Pay PRP in accordance with Section 8, 

* The Internal Revenue Service (“IRS”) has issued new rules regarding the disclosure of tax 
information. The rules generally are motivated by the concern of the IRS with abusive tax 
shelters. However, the disclosure rules apply to many common and accepted transactions. In 
order to comply with these rules, we are required to inform you of the following any time we 
give you tax information: 

We inform you that any tax advice contained in this communication (or in any attachment) is not 
intended or written to be used, and cannot be used for the purpose of avoiding penalties under the 
Internal Revenue Code. It is not intended or written to be used, and cannot be used for 
promoting, marketing or recommending to another party any transaction or matter addressed in 
this communication (or any attachment). 
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below, the benefit of a participant under the frozen Severance Pay PRP shall be determined based on 
the age and service and final average effective salary of the participant under the Retirement 
Security Plan as of the date of the freeze and on Compensation (for purposes of the Severance Pay 
Limit) as of the December 3 1 which coincides with, or immediately precedes the date the Severance 
Pay PRP is frozen. 

(d). In determining the participant's pension benefit from the Retirement Security Plan 
under Section 2(b), there shall be included in the calculation amounts paid in cash to the participant 
or his beneficiary, transferred to an individual retirement account or annuity for the benefit of the 
participant or beneficiary or transferred to the participant's account in the NRECA 401 (k) Pension 
Plan. 

3. Timing of Payment. (a). The Severance Pay Benefit payable to the participant 
shall be payable immediately, or payments shall commence immediately, depending on the form of 
payment elected by the Cooperative under Section 4, below, on account of the participant's 
termination of employment with the Cooperative for any reason, whether voluntary or involuntary, 
with or without cause, or because of death, discharge, retirement, disability or quit. 

4. Form of Pavment 

The Cooperative shall elect the form in which the Severance Pay Benefit accrued 
after December 3 1 , 2004 shall be paid. Such election must be made no later than December 3 1 , 
2006*. The form of payment elected by the Cooperative is: 

Elect One 

[ ] 
estate) in equal monthly payments with the last payment made within 24 months of the participant's 
termination of employment. 

The Severance Pay Benefit shall be paid to the participant (or if deceased to his 

[ ] The Severance Pay Benefit shall be paid in a single cash payment. 

Notwithstanding the election made by the Cooperative above regarding the manner in which benefits 
earned after 2004 shall be paid, the terns of the Severance Pay PRP in effect on December 3 1 , 2004 
will govern the payment of benefits earned before January 1,2005. 

5.  Severance Pay Plan. This Plan is adopted by the Cooperative with the intention that 
the Severance Pay PRP is a bonofide severance pay plan as provided in Section 457(e)(11) of the 
Code. In the event that the Secretary of the Treasury shall issue any regulations that shall render this 
Plan not to be a bonofide severance pay plan as provided in Section 457(e)( 1 1) of the Code and 
benefits under the Plan become includable in the income of the participants, then no participant shall 
accrue any additional benefits under the Severance Pay PRP after the date such Treasury Regulations 
shall affect whether the Severance Pay PRP is a bonajide severance pay plan. 

If your cooperative made a severance payment after 2004 to a participant with respect to benefits earned after 
2004, the election made by the cooperative in Section 4 above, should accurately reflect the manner in which the 
benefit was paid. 
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6. Plan to Complv with Code Section 409A. Notwithstanding any provision to the 
contrary in this Plan, each provision in this Plan shall be interpreted to permit the deferral of 
compensation in accordance with Section 409A of the Code and any provision that would conflict 
with such requirements shall not be valid or enforceable. 

7. Termination and Amendment. The Board of Directors of the Cooperative may 
amend any or all provisions of this Plan at any time by written instrument identified as an 
amendment effective as of a specified date. The Severance Pay PRP may be terminated in whole or 
in part at any time by action of the Board of Directors of the Cooperative. However, no such 
termination or amendment shall reduce any benefit accrued by a participant in this Plan prior to the 
effective date of the termination or amendment. 

8. Frozen Benefit. On and after the date elected by the Cooperative and specified 
below, no new participants shall become eligible to participate in the Severance Pay PRP, and no 
benefits shall accrue under the Severance Pay PRP. 

[ ] Date Severance Pay PRP Frozen is 200-. 

Note: Benefits earned under the Severance Pay PRP are vested. As such, the Severance 
Pay PRP may be amended to freeze benefits only on a prospective basis. 

9. Assets of the Severance Pay PRP and Benefit Payments. The benefits under this 
Plan shall be payable fi-om the general assets of the Cooperative and no trust fund or fwnding shall be 
used to secure the payment of plan benefits. 

10. General Administrative Powers and Duties. General administration of the 
Severance Pay PRP shall be placed in the Board of Directors of the Cooperative (the "Board"). The 
Board shall have the power to take all actions required to carry out the provisions of the Severance 
Pay PRP and shall fwrther have the following powers and duties which shall be exercised in a 
manner consistent with the provisions of the Severance Pay PRP: 

(a) To construe and interpret the provisions of the Severance Pay PRP and make rules 
and regulations under the Severance Pay PRP to the extent deemed advisable by the Board, 

(b) To decide all questions as to eligibility to become a participant in the Severance 
Pay PRP and as to the rights of participants under the Severance Pay PRP, 

(c) To file or cause to be filed all such reports and other statements as may be required 
by any federal or state statute, agency or authority for the Severance Pay PRP, and 

(d) 
Pay PRP in accordance with its provisions or as may be provided for or required by law for the 
Severance Pay PRP. 

To do such other acts as it deems reasonably required to administer the Severance 

1 1. Grant of Discretion. In discharging the duties assigned to it under the Severance 
Pay PRP, the Board and its delegates have the discretion and final authority to interpret and 
construe the terms of the Severance Pay PW; to determine coverage and eligibility for and 
amount of benefits under the Severance Pay PRP; to adopt, amend, and rescind rules, regulations 
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and procedures pertaining to its duties under the Severance Pay PRP and the administration of the 
Severance Pay PRP; and to make all other determinations deemed necessary or advisable for the 
discharge of its duties or the administration of the Severance Pay PRP. The discretionary 
authority of the Board and its delegates is final, absolute, conclusive and exclusive, and binds all 
parties so long as exercised in good faith. Any judicial review of any decision of the Board or its 
delegates shall be limited to the arbitrary and capricious standard of review. 

12. Claim Adjudicator. All claims for benefits under the Severance Pay PRP shall 
be determined by the Cooperative, which shall be a named fiduciary as defined in Section 402(a) 
of the Employee Retirement Income Security Act of 1974, as amended, (ERISA) with respect to 
adjudication af such claims for benefits under the Severance Pay PRP. 

13. Claim Procedure. Upon the submission of a claim for benefits under the 
Severance Pay PRP to the cooperative, notice of a decision with respect to the claim shall be 
furnished within 90 days. If circumstances require an extension of time for processing the claim, 
written notice of the extension shall be furnished by the Cooperative to the claimant prior to the 
expiration of the initial 90 day period. The notice of extension shall indicate the circumstances 
requiring the extension and the date by which the notice of the decision with respect to the claim 
shall be furnished. Commencement of benefit payment shall constitute notice of approval of a 
claim to the extent of the amount of the approved benefit. If such claim is wholly or partially 
denied, such notice shall be in writing and worded in a manner calculated to be understood by the 
claimant and shall set forth (a) the reason or reasons for the denial, (b) specific reference to 
pertinent provisions of the Severance Pay PRP on which the denial was based, (c) a description of 
any additional material or information necessary for the claimant to perfect the claim and an 
explanation of why such material or information is necessary, and (d) an explanation of the claims 
review procedure. If the claimant is not notified of the decision in accordance with this Section, 
such claim shall be deemed denied and the claimant shall then be permitted to proceed with the 
claims review procedure provided below. 

14. Claims Review Procedure. (a) Within 90 days following receipt of notice of a 
claim denial, or within 90 days following close of the 90 day period referred to in Section 13, the 
claimant must file an appeal of the denial of a claim in writing with the Board requesting a review 
of such denial. 

(b) Prior to a decision on the appeal by the Board, the claimant or the claimant's duly 
authorized representative may review pertinent documents and submit issues and comments in 
writing for consideration. The issues and comments submitted by a claimant or the claimant's 
duly authorized representative shall supplement the administrative record on which the appeal is 
to be decided and should contain all of the additional information the claimant wishes to be 
considered in the review. 

(c) Within 60 days following receipt of an appeal, the Board shall render a written 
decision. If circumstances require an extension of time for reviewing an appeal, written notice of 
the extension shall be furnished to the claimant or the claimant's authorized representative prior to 
the commencement of the extension. If an extension of time is elected, the Board shall render its 
decision within 120 days after receipt of the appeal. 
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(d) The Board's decision on the appeal shall be in writing, worded in a manner 
calculated to be understood by the claimant, and shall set forth (a) the reason or reasons for the 
decision and (b) specific reference to pertinent provisions of the Severance Pay PRP on which the 
decision is based. 

15. Notices. (a) The Cooperative shall notify M C A  in writing upon the 
occurrence of any of the following events: 

(9 

(ii) 

The payment of any benefits to a participant in the Severance Pay PRP, 

The adoption, amendment or termination of the Severance Pay PW, 
including the amount and time of the benefit payment, and 

including a copy of the signed Plan as adopted or amended and the Board resolution authorizing 
such action or the resolution authorizing the termination of the Severance Pay PRP. 

(b). All notices sent to NRECA shall be mailed to: 

Alan Vandendriessche 
Insurance & Financial Services Department 
National Rural Electric Cooperative Association 
4301 Wilson Boulevard 
Arlington, Virginia 22203. 

16. No Rinht to Emploment. Nothing in the Severance Pay PRP shall constitute, 
nor be interpreted to constitute, a promise or representation of the employment or continued 
employment of any individual by the Cooperative or other entity. 

17. No Waiver or Estoppel. No term, condition or provision of the Severance Pay 
PRP shall be deemed to have been waived, and there shall be no estoppel against the enforcement 
of any provision of the Severance Pay PRP, except by written instrument of the party charged 
with such waiver or estoppel. No such written waiver shall be deemed a continuing waiver unless 
specifically stated therein, and each such waiver shall operate only as to the specific term or 
condition waived and shall not constitute a waiver of such term or condition for the hture or as to 
any act other than that specifically waived. 

18. 
affecting benefits and eligibility for benefits, the true facts shall be used to determine eligibility 
and benefits. 

Misstatements of Information. In the event of any misstatement of any fact 

19. ADplicable Law. The provisions of this Plan shall be construed according to the 
-- Y except as preempted by Federal law and in accordance laws of the State of 

with the Code and ERISA. 

IN WITNESS WHEREOF, Cooperative has caused this document to be 
executed by its officers, effective as of-- , 200-. 

Cooperative 





(SEAL) 

Date: 
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BY:-. 
Board President 



/ 
I 
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SUMMARY PLAN DESCRIPTION 
Pension Restoration Severance Pay Plan 

Cooperative (the “C~operative’~) is pleased to provide you with this summary of the 
Severance Pay Pension Restoration Plan (the “Severance Pay PRP”“). As you review this 
summary, please keep in mind that it is only a summary of important information and is not a 
complete statement of the Severance Pay PRP. If there is any inconsistency between this 
summary and the Severance Pay PRP, the provisions of the Severance Pay PRP shall govern. A 
copy of the Severance Pay PRP is attached to this summary for your reference. 

1. Plan. The Severance Pay PRP is a severance pay plan intended to provide a 
supplemental benefit for certain employees of the Cooperative upon their termination of 
employment with the Cooperative for any reason. 

2. Administration. The Severance Pay PRP is administered by the Cooperative 
which is the Plan Administrator. In general, the Plan Administrator is responsible for 
administering the operation of the Severance Pay PRP. For example, the Severance Pay PRP 
establishes requirements regarding eligibility to participate and the Severance Pay PRP Plan 
Administrator insures that these requirements are met. 

3. Eligibility. Participation in the Severance Pay PRP is limited to employees who 
will have a reduction in their pension benefit from the Retirement Security Plan because of legal 
limits on the amount of pension benefits that can be paid from pension plans. Generally only 
employees earning over $2OO,OOO will participate. 

4. Benefits. Only employees who satisfy the eligibility requirements and become 
participants are entitled to a benefit under the Severance Pay PRP. The benefit is a severance pay 

* The Internal Revenue Service (“IRS”) has issued new rules regarding the disclosure of tax 
information. The rules generally are motivated by the IRS’ concern with abusive tax shelters. 
However, the disclosure rules apply to many common and accepted transactions. In order to 
comply with these rules, we are required to inform you of the following any time we give you 
tax information: 

We inform you that any tax advice contained in this communication (or in any attachment) is not 
intended or written to be used, and cannot be used for the purpose of avoiding penalties under the 
Internal Revenue Code. It is not intended or written to be used, and cannot be used for 
promoting, marketing or recornending to another party any transaction or matter addressed in 
this communication (or any attachment). 
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benefit and is payable only upon your termination of employment with the Cooperative for any 
reason, including death, disability, and voluntary or involuntary termination. 

The amount of the benefit is calculated by determining the difference between the 
pension benefit the participant actually receives from the Retirement Security Plan and the 
amount that the participant would have received had the Retirement Security Plan benefit not 
been limited by the pension laws that govern the amount of benefit it can pay. However, the 
amount of severance benefit paid to you from all sources cannot exceed twice the amount of all 
your compensation (including benefits) paid in the year before your termination of employment 
(the “Severance Pay Limit”). 

Because of the nature of the Severance Pay PRP, the amount of your benefits cannot be 
calculated until the time of your termination of employment with the Cooperative. In some 
circumstances it will not be possible to determine whether you have any benefit under the 
Severance Pay PRP at all until you terminate your employment. You may not receive a benefit 
under the Severance Pay PRP upon your termination of employment if your full retirement 
benefit can be paid from the Retirement Security Plan due to an increase in the IRS pension 
limits that apply to the Retirement Security Plan. 

If your cooperative amends the Severance Pay PRP to fieeze benefits, the benefit of a 
participant under the frozen Severance Pay PRP shall be determined based on the age and service of 
the participant and final average effective salary of the participant under the Retirement Security 
Plan as of the date of the freeze, and for purposes of determining the Severance Pay Limit described 
above, on compensation as of the December 3 1 which coincides with, or immediately precedes the 
date the Severance Pay PRP is frozen. Also, if your cooperative amends the Severance Pay PRP to 
fieeze benefits, your Severance Pay PRP will not exceed your frozen benefit. 

Notwithstanding the election made by the Cooperative effective January 1,2005, to pay 
your benefit earned after December 3 1 , 2004 in either a single cash payment or in installment 
payments over 24 months, the terms of the Severance Pay PRP in effect on December 3 1 , 2004 will 
govern the payment of benefits earned before January 1,2005. 

5.  Amendment. The Severance Pay PRP can be amended or terminated by the 
Cooperative at any time, but only as to benefits under the Severance Pay PRP that you have not 
earned as of the date of the amendment or termination. 

6 .  Loss, Forfeiture or Denial of Benefits. There are a number of circumstances 
under which benefits may not be payable to participants. These circumstances include: 

(a) Discontinuance or amendment of the Severance Pay PRP or changes to the 
eligibility requirements. The Cooperative may discontinue the Severance Pay PRP at any time. 
These changes shall only limit your fbture benefits, not those earned before the change. 

(b) If your pension benefits are not reduced on account of the limitations on 
pension benefit payments, then you will have no benefit under the Severance Pay PRP. 
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(c) Inability of the Cooperative to pay the benefit from its general funds, for 
example, because of insolvency or bankruptcy. 

7. Contributions and Funding. The benefit of each participant is paid from the 
general funds of the Cooperative and these funds are subject to the claims of the creditors of the 
Cooperative. 

8. Compliance with Code Section 409A;The Severance Pay PRP shall be interpreted to 
permit the deferral of compensation in accordance with Section 409A of the Code and any provision 
that would conflict with such requirements shall not be valid or enforceable. 

9. Claims Procedure. A participant or beneficiary (“claimantyy) eligible for a benefit 
under the Severance Pay PRP may apply for such benefit by filing a claim for benefits in writing 
with the Plan Administrator setting forth the basis for the claim. Further, each claimant who 
submits a claim for benefits must m s h  the Plan Administrator with such documents, evidence, 
data, or‘information in support of such claim requested by the Plan Administrator. The Plan 
Administrator will evaluate the claim and make a decision as to payment within 90 days of the 
date the claim is received. 

If a claim for benefits under the Severance Pay PRP is denied, either in whole or in part, 
the Plan Administrator will notify the claimant in writing of the amount of his benefit, if any, and 
the specific reasons for the denial including a specific reference to the provisions under the 
Severance Pay PRP upon which the denial is based, a description of any additional material or 
information necessary for the claimant to collect his claim, if possible, and an explanation of 
why such material or information is needed, and an explanation of the Severance Pay PRP’s 
claim review procedure. 

A written notice denying a claim for benefits will be provided to the claimant within a 
reasonable period of time, but not more than 90 days after receipt of the claim, unless special 
circumstances require an extension of time for processing the claim. If special circumstances 
exist, a written notice of such extension shall be given before the initial 90-day period expires. 
The extension can not be more than 90 days fkom the end of such initial 90-day period. 

Within 90 days of receipt of the information, the claimant, if he wants hrther review, 
must file a written request for reconsideration with the Board of Directors. As long as the 
claimant’s request for review is pending, the claimant or his duly authorized representative may 
review pertinent Severance Pay PRP documents and may submit issues and comments in writing 
to the Board. 

A final and binding decision will be made by the Board within 60 days of the filing of a 
request for reconsideration. (However, if the Board, in its discretion, feels that it is necessary, 
this period can be extended an additional 60 days.) The Board’s decision will be conveyed to the 
claimant in writing and will include specific reasons for the decision, written in a manner 
calculated to be understood by the claimant, with specific reference to the pertinent provisions of 
the Severance Pay PRP upon which the decision is based. 
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10. ERISA Rights. As a participant in the Severance Pay PRP, you are entitled to 
certain rights and protections under the Employee Retirement Income Security Act of 1974 
(ERISA). ERISA provides that all Severance Pay PRP participants have the right to: 

(a) Examine without charge all Severance Pay PRP documents, including 
insurance contracts. 

(b) Obtain copies of all Severance Pay PRP documents and other Severance Pay 
PRP information upon written request to the Plan Administrator. The Plan Administrator can 
charge a reasonable amount for copies. 

(c) File suit in Federal court if any information requested from the Plan 
Administrator is not received within 30 days of the participant’s request, unless the materials 
were not sent because of matters beyond the control of the Plan Administrator. The court may 
require the Plan Adminispator to pay up to $100 for each day(s) delay until the materials are 
received. 

In addition to creating rights for participants, ERISA imposes obligations upon persons 
wha are responsible for the operation of a plan. These persons are referred to as “plan 
fiduciaries”. Plan fiduciaries must act solely in the interest of the plan participants and must 
exercise prudence in the performance of their duties. Plan fiduciaries who violate ERISA may 
be removed and required to repay any losses they have caused to the plan. Your employer may 
not fire you or discriminate against you to prevent you from obtaining a benefit or exercising 
your rights under ERISA. If you are improperly denied a benefit in whole or in part, you have a 
right to file suit in a Federal or state court. If plan fiduciaries are misusing the plan’s money, you 
have a right to file a lawsuit in a Federal court or request assistance from the U.S. Department of 
Labor. If you are successful in your lawsuit, the court may require the other party to pay your 
legal casts, including attorney’s fees. 

If you have any questions about this statement or your rights under ERISA, you should 
contact the Plan Administrator, or the nearest office of the U.S. Labor-Management Services 
Administration, Department of Labor. 

1 1. Plan InformatioE. 

(a) 

(b). 
(c). 
(d). 
(e). 
(0. 

The Plan sponsor, named fiduciary and Plan Administrator is the 
Cooperative 
The mailing address of the sponsor is: 
The telephone number of the sponsor is: 
The employer identification number of the sponsor is: 
The Plan number is 100. 
The agent for service of legal process is the Plan Administrator. The address for 
service with respect to the Plan Administrator is the same as that set forth above. 
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Soard Agenda Item I 
TO: 

FROM: 

DATE: 

SUBJECT: 

KEY 
IMEASURE(S) 

Fuel and Power Supply Committee and Board of Directors 

m d 2 L R  
Rov M. Palk 

September 22,2006 

Approval of Amendment No. 1 to Coal Supply Contract with 
Infinity Coal Sales, LLC-Spurlock Power Station Unit No. 2 
(Executive Summary) 

This Supports Reliable and Competitive Energy Costs 

Background 

East Kentucky Power Cooperative, Inc., (“EKPC”) entered into a coal supply contract 
with Infinity Coal Sales, LLC, (“Infinity”) to ship 240,000 tons per year to Spurlock 
Power Station Unit No. 2 beginning January 1,2006, and continuing through 
December 3 1 , 2007. Infinity has been a dependable supplier to EKPC on both short- and 
long-term supply agreements. 

EKPC’s current projected date for the activation of the scrubber for Unit No. 2 at 
Spurlock Power Station is October 2008. Therefore, EPKC will continue to require 
compliance-type coal on this unit until that time. 

Management has negotiated with Infinity to extend the term and monthly tonnage 
commitment of 20,000 tons per month of this contract through July 2008. Language will 
be included in this amendment for a market reopener to occur in September and October 
of 2007 to establish the market price of the additional coal for the proposed extension 
period. 

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. 
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Board Agenda Item I 

Recommendation 
Management recommends that the Board of Directors approve Amendment No. 1 with 
Infinity to extend the term and monthly shipments of the current contract through July 3 1, 
2008, with a market price re-opener to occur in September and October of 2007. 
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Fuel and Power Supply Committee and Board of Directors 

42 mU4ikR 
TO: 

FROM: Rov M. Palk 

DATE: September 22,2006 

SUBJECT: Approval of Coal Supply Agreement with Coalsales, LLC- 
Spurlock Power Station Unit No. 2 (Executive Sununw) 

This Supports Reliable and Competitive Energy Costs KEY 
MIEASUW(S) 

Background 
East Kentucky Power Cooperative, Inc.’s (“EKPC”) projected startup for the scrubber on 
Spurlack Power Station Unit No. 2 is October of 2008. Compliance coal, which this unit 
must burn until that time, continues to have a limited availability. The file1 process, due to 
the limited number of compliance coal suppliers and to expedite the proposal process, 
conducted verbal solicitations for 240,000 tons of compliance coal per year for 2007 and 
2008. Responses were received from six suppliers. These responsive proposals are 

I attached. 

The most competitive bid was from Coalsales, L,LC, the sales company of Peabody 
Energy Corporation. The coal offered was a non-typical product for Spurlock Power 
Station Unit No. 2-1 8 percent moisture, 9 percent ash, 10,800 Btdlb., and 1 lb. 
SO2/MMBtu. The coal is mined in Indiana. For this reason, a test burn of 10,000 tons 
was successfully conducted with this coal during the month of May 2006 prior to 
proceeding with this agreement. 

Spurlock Power Station Unit No. 2. The recommended purchase is described in detail 
below: 

1. Coalsales, LLC-240,OOO tons of coal per year for 2007 and 2008 at a beginning 
delivered price of $2.687/MMBtu or $58.04/ton for 2007 and $2.733NMRtu or 
$59.03/ton for 2008 using current freight rates. 

This agreement contains a quarterly escalation for fuel beginning April 1 , 2007, based on 
the Energy Information Agency’s Midwest On-Road Diesel Price. The coal will be 
loaded into barges at the Evansville Terminal on the Ohio River. 
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Board Agenda Item I 

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 
Management recommends that the Board of Directors approve the following coal supply 
agreement: 

Coalsales, LLC---240,000 tans of coal per year beginning January 1,2007, far two years 
at a beginning delivered price of $2.687/MMBtu. 

ewgv 
Attachment 
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