T EASTKENTUCKY POWER COOPERATIVE

February 27, 2007 HAND DELIVERED

Ms. Elizabeth O'Donnell
Executive Director

Public Service Commission
211 Sower Boulevard

Frankfort, KY 40602 FEB 27 2007

PUBLIC ¢ VICE

Dear Ms. O'Donnell:

Please find enclosed for filing with the Commission in the above-referenced case an
original and ten copies each of the Responses of East Kentucky Power Cooperative, Inc.,
to the Commission Staff’s Second Data Request and the Initial Data Request of the
Attorney General, both dated February 20, 2007, and the First Data Request of Kentucky
Industrial Utility Customers, Inc., dated February 19, 2007.

Very truly yours,

i 7L

Charles A. Lile
Senior Corporate Counsel

Enclosures

Cc: Elizabeth E. Blackford, Esq.
Michael L. Kurtz, Esq.

4775 Lexington Road 40391 Tel. (859) 744-4812
PO. Box 707, Winchester, Fax: (859) 744-6008 . e
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PUBLIC SERVICE
COMMISSION

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2006-00472
COOPERATIVE, INC. )

RESPONSES TO FIRST DATA REQUEST OF
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.
TO EAST KENTUCKY POWER COOPERATIVE, INC.
DATED FEBRUARY 19, 2007



EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.’S
FIRST DATA REQUEST DATED 02/19/07

East Kentucky Power Cooperative, Inc. (EKPC) hereby submits responses to the First
Data Request of Kentucky Industrial Utility Customers, Inc. (KITUC), dated February 19,
2007. Each response with its associated supportive reference materials is individually

tabbed.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
FIRST DATA REQUEST RESPONSE
KIUC’S FIRST DATA REQUEST DATED 02/19/07
REQUEST 1
RESPONSIBLE PERSON: William A. Bosta/Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.

REQUEST 1. Please refer to Exhibit F Summary of Adjustment to your rate case filing.

REQUEST 1la. With respect to Adjustment 19 of $59,049 (costs associated with

unregulated affiliates), please provide the rationale and Kentucky ratemaking principles
which were relied on by the Company to make this adjustment. Please identify the

specific items covered by this adjustment.

RESPONSE 1a. With respect to adjustment 19 of $59,049 (costs associated with

unregulated affiliates), the rationale/ratemaking principle which EKPC relied upon to
make the adjustment is Kentucky Revised Statute (KRS) 278.2201. KRS 278.2201
states: ““A utility shall not subsidize a nonregulated activity provided by an affiliate or by
the utility itself. The Commission shall require all utilities providing nonregulated
activities, either directly or through an affiliate, to keep separate accounts and allocate
costs in accordance with procedures established by the Commission. The Commission
may promulgate administrative regulations that will assist the Commission enforcing this
section.” The items covered in this adjustment include expenses associated with the

nonregulated activity and EKPC’s share of the propane company profits.
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REQUEST 1b. With respect to Adjustment 13 of $1,152,935 (promotional

advertising), please provide the rationale and Kentucky ratemaking principles which were
relied on by the Company to make this adjustment. Please identify the specific items

covered by this adjustment.

RESPONSE 1b. The adjustment was based on the elimination of promotional

advertising expenses incurred during the test year, as required by 807 KAR 5:016. The
specific items covered by this adjustment are shown on Page 2 of 2, Exhibit F, Schedule

13. The “comments” section provides a description of each item.

REQUEST Iec. With respect to Adjustment 14 of $65,484 (expenses incurred by

EKPC Board of Directors), please provide the rationale and Kentucky ratemaking
principles which were relied on by the Company to make this adjustment. Please identify

the specific items covered by this adjustment.

RESPONSE 1c. The adjustment eliminates the types of expenses that are generally

not allowed by the Commission in rate proceedings. For example, the Commission has
generally limited the recovery of expenses incurred by Board members at industry
functions. In EKPC’s case, it is reasonable to permit recovery of expenses of the
Chairman and one other Director at various industry meetings and/or conferences,
particularly given the size (16 Board Members) of the EKPC Board. Other expense
items, such as any expenses for spouses, gifts and severance bonuses, were all excluded.
The specific items covered by this adjustment are shown on Page 2 of 2, Exhibit F,

Schedule 14. The “Notes” section provides a description of each item.

REQUEST 1d. With respect to Adjustment 15 of $502,476 (donations except

those relating to economic development and certain research and development

expenditures), please provide the rationale and Kentucky ratemaking principles which
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were relied on by the Company to make this adjustment. Please identify the specific

items covered by this adjustment.

RESPONSE 1d. The adjustment includes those types of expenses that have

generally been disallowed in rate proceedings. The specific items covered by this
adjustment are shown in the response to Staff’s First Data Request, Item 30c,

Attachment.

REQUEST le. With respect to Adjustment 21 of $152,716 (lobbying expense and
certain consulting fees), please provide the rationale and Kentucky ratemaking principles
which were relied on by the Company to make this adjustment. Please identify the

specific items covered by this adjustment.

RESPONSE le. The adjustment includes those types of expenses that have

generally been disallowed in rate proceedings. The response to Item 33 in the PSC
Staff’s First Data Request provides the specific items covered by this adjustment. The
$101,095 amount charged to Account 42640, Civic and Political Activities, consists of
the salaries ($59,807), employee benefits ($26,817), travel expenses ($6,184), supplies
($1,437), telephone ($230), Legislative Research Commission — copies of bills ($220),
Keeneland Association — sponsor of Legislative Reception ($1,000) and the cost of a
shared office in Frankfort ($5,400). The $1,621 charged to Account 92100 is for the cost
of attending legislative conferences during the test year. The $50,000 charged to
Account 93022 is for professional services provided by Government Strategies, LLC as

shown 1n the response to Item 31, Attachment, page 3 of 10, PSC First Data Request.

REQUEST 1f. With respect to Adjustment 22 of $376,000 (EKPC and Member

dues in Touchstone Energy), please provide the rationale and Kentucky ratemaking
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principles which were relied on by the Company to make this adjustment. Please identify

the specific items covered by this adjustment.

RESPONSE If. The elimination of Touchstone Energy dues is consistent with the

requirements set forth in 807 KAR 5:016 regarding promotional advertising. These costs
are promotional in nature and are the type of costs that the Commission has typically not

allowed in rates.

REQUEST lg. With respect to Adjustment 23 of $12,763 (cost of SERC

membership and costs associated with TV A as reliability coordinator), please provide the
rationale and Kentucky ratemaking principles which were relied on by the Company to

make this adjustment. Please identify the specific items covered by this adjustment.

RESPONSE lo. The adjustment recognizes a known and measurable change in

EKPC’s cost of membership in an organization (SERC) for which membership is
necessary. The adjustment also recognizes a known and measurable change in the cost

associated with having TV A as the Reliability Coordinator.

REQUEST Ih. With respect to Adjustment 24 of $49,424 (Employee recreation

costs or contributions made by EKPC to the Employee Association for various
recreational functions, gift certificates which serve as an employee bonus, the annual
employee dinner celebration at year end, net costs associated with the Supplemental
Executive Retirement Plan, and cost of vending supplies for coffee, tea, etc. which is
offered at no charge to employee), please provide the rationale and Kentucky ratemaking
principles which were relied on by the Company to make this adjustment. Please identify

the specific items covered by this adjustment.
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RESPONSE Ih. The adjustment includes those types of expenses that have

generally been disallowed in rate proceedings.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472

FIRST DATA REQUEST RESPONSE

KIUC’S FIRST DATA REQUEST DATED 02/19/07

REQUEST 2

RESPONSIBLE PERSON: William A. Bosta

COMPANY: East Kentucky Power Cooperative, Inc.
REQUEST 2. Please provide a copy of the Company’s monthly Environmental

Surcharge (“ECR?”) filings for the expense months October 2005 through the most recent

month available.

RESPONSE 2. Please see pages 2 through 146.
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending October 31, 2005
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 10.06%
BESF, from Case No. 2004-00321 = 051%
MESF =  9.55%

Effective Date for Billing: Bills issued beginning December 1, 2005 covering service
rendered beginning November 1, 2005.

Submitted by:

Title: Pricing Manager

Date Submitted: November 18, 2005
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending October 31, 2005

1 E(m) = RORB + OE - BAS

2 Rate Base $202,191,094
3 Rate Base / 12 $16,849,258
4 Rate of Return = 5.66%
5 Return on Rate Base (RORB) + $953,668
6 Operating Expenses (OE) + $3,838,553
7 By-Product and Emission Allowance Sales (BAS) - ~ $0
8 Sub-Total E(m) $4,792,221
9 Member System Allocation Ratio for the Month 99.26%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $4,756,759
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $4,756,759
13 R(m) = Average Monthly Member System $47,265,559
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 10.06%

E(m) / R{m); as a % of Revenue



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending October 31, 2005

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP
Subtotal
Additions:
Inventory - Spare Parts
Inventory - Limestone
Inventory - Emission Allowances
Cash Working Capital Allowance
Subtotal
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant
Subtotal
Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense
Monthly Depreciation and Amortization Expense
Monthly Taxes Other Than Income Taxes
Monthly Insurance Expense
Monthly Emission Allowance Expense
Monthly Surcharge Consultant Fee

Total Pollution Control Operating Expense

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales
(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month
Period Ending

Revenue Collected for Six-Month Period Ending

Net (Over)/Under Recovery (Row 1 - Row 2)

Amortization of Net (Over)/Under Recovery
Line (3)/6

KIUC Request 2
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Form 2.0

$221,507,350
$0
$221,507,350

$0
$191,234
$3,279,989
$419,168
$3,890,392

_$23,206,648
$23,206,648
$202,197,094

$360,692
$806,336
$16,380
$26,696
$2,628,449
$0
$3,838,553

$0
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending October 31, 2005

KIUC Request 2
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() (2) (3) 4) (5) (6) 7
Lo Beginning Other Ending Reason(s) for
- | Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)*+(3)+(4)-(5)
Spare Parts
Limestone $191,234 $0 $0 $191,234

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report
Inventory and Expense of Emission Allowances
For the Expense Month Ending October 31, 2005
S02 Allowances

For the Expense Month Ending October 31, 2005

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Total 3O2 Emission Allowances in Inventory*
Quantity 8,232.31 7,500 6,577.4 - 9,154.91
Dollars $3,229,717] $2,404,100] $2,355,399 $0] $3,278,418
$/Allowance $392.32] §  320.55 $358.10 30 $358.10

NOx Allowances |
For the Expense Month Ending October 31, 2005
DTN cqinning Allocations/ Ending
: Inventory Purchases Utilized Sold Inventory

Total NOx Emission Allowances in Inventory*
Quantity 0.5 87.0 87.0 $0 0.5
Dollars $361.60 $274,260 $273,050 $0 $1,571
$/Allowance $722.19 $3,152.41 $3,138.51 $0; $3,138.51

*Includes coal-fired allowances only.

Note: EKPC purchased 2,500 SO2 allowances in October at a cost of $960 per allowance.
In addition, EKPC acquired 5,000 vintage 2005 allowances in a cashless swap by
exchanging vintage 2009 allowances with another party.

EKPC purchased 100 NOx allowances at an average cost of $2,700.
Due to EPA flow control restrictions, EKPC also exchanged 113 vintage 2004
NOx allowances for 100 vintage 2005 NOx allowances in a cashless swap with another party.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending October 31, 2005

KIUC Request 2
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $3,364 $0 $3,364
10th previous month $860,756 $0 $860,756
9th previous month $9,380 $0 $9,380
8th previous month $647 50 $647
7th previous month $16,263 $164,004 $180,267
6th previous month $20,663 $272,750 $293,413
5th previous month $40,356 $179,864 $220,220
4rd previous month $95,356 $304,397 $399,753
3nd previous month $90,948 $292,466 $383,414
2nd previous month $140,877 $277,102 $417,979
Previous month $93,694 $361,223 $454,917
Current Month $31,128 $98,109 $129,237
Total 12 Month O&M $1,403,432 $1,949,915 $3,353,347
Average Monthly O&M $116,953 $243,739 $360,692
Determination of Working

Capital Allowance

12 Months $1,403,432 $1,949,915 $3,353,347
O&M Expense

One-Eighth (1/8) of 12 Month $175,429 $243,739 $419,168

O&M Expenses




East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending October 31, 2005

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Piant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
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Form 2.5

Amount

$100,692
$392

- %0
-$2,583

$98,501

$0
$0
$0

_$0

$30,736
$0
$0

$30,736

$100,692
-$2,583
$0

$98,109

$392

$0

$0

$0

$0
$30,736
$0

$31,128

$129,237
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending November 30, 2005
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 11.27%
BESF, from Case No. 2004-00321 = 051%
MESF = 10.76%

Effective Date for Billing: Bills issued beginning January 1, 2006 covering service
rendered beginning December 1, 2005.

Submitted by:

Title: Pricing Manager

Date Submitted: December 20, 2005
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending November 30, 2005

1 E(m) = RORB + OE - BAS

2 Rate Base $203,019,785
3 Rate Base / 12 $16,918,315
4 Rate of Return = 5.66%
5 Return on Rate Base (RORB) + $957,577
6 Operating Expenses (OE) + $4,517,054
7 By-Product and Emission Allowance Sales (BAS) - 30
8 Sub-Total E(m) $5,474,630
9 Member System Allocation Ratio for the Month 99.16%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $5,428,643
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E{m) = Subtotal E(m) plus (Over)/Under Recovery $5,428,643
13 R(m) = Average Monthly Member System $48,181,393
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 11.27%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending November 30, 2005

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

Subtotal 7$221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $191,315
Inventory - Emission Aliowances $4,874,080
Cash Working Capital Allowance $460,304
Subtotal $5,525,699
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $24,013,264
Subtotal $24,013,264

Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense $370,143
Monthly Depreciation and Amortization Expense $806,336
Monthily Taxes Other Than Income Taxes $16,380
Monthly Insurance Expense $26,696
Monthly Emission Allowance Expense $3,297,499
Monthly Surcharge Consultant Fee L $0
Total Pollution Control Operating Expense $4,517,054
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

$221,507,350
$0

$203,019,785

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending November 30, 2005

KIUC Request 2
Page 15 of 146

(1) (2) (3) (4) (5) (6) (7)
o S Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)*+(3)*+(4)-(5)
Spare Parts
Limestone $191,234 $94,129 $94,048 $191,315

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report
Inventory and Expense of Emission Allowances
For the Expense Month Ending November 30, 2005
| S02 Allowances |
For the Expense Month Ending November 30, 2005
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total SO2 Emission Allowances in Inventory®
Quantity 9,154.91 2,500 5,697.0 - 5,957.91
Dollars $3,278,418] $3,238,750] $3,185,636 30| $3,331,532
$/Allowance $358.10] § 1,295.50 $559.18 30 $559.18
[ NOXx Allowances |
For the Expense Month Ending November 30, 20056
‘ BN  Beginning Allocations/ Ending
Inventory Purchases Utilized Sold inveniory
Total NOx Emission Allowances in Inventory*
Quantity 0.5 597.0 40.4 $0 557 1
Dollars $1,571.45] $1,652,840 $111,863 $0| $1,542,548
$/Allowance $3,138.51 $2,768.58 $2,768.89 $0| $2,768.89

*Includes coal-fired allowances only.

Note: EKPC purchased 2,500 SO2 allowances in November at a cost of $1,295.50 per allowance.

EKPC purchased 597 NOx allowances in November at an average cost of $2,768.58



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending November 30, 2005

KIUC Request 2
Page 17 of 146

Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $860,756 $0 $860,756
10th previous month $9,380 $0 $9,380
9th previous month $647 $0 $647
8th previous month $16,263 $164,004 $180,267
7th previous month $20,663 $272,750 $293,413
Bth previous month $40,356 $179,864 $220,220
5th previous month $95,356 $304,397 $399,753
4rd previous month $90,948 $292,466 $383,414
3nd previous month $140,877 $277,102 $417,979
2nd previous month $93,694 $361,223 $454,917
Previous month $31,128 $98,109 $129,237
Current Month $4,513 $327,933 $332,446
Total 12 Month O&M $1,404,581 $2,277,848 $3,682,429
Average Monthly O&M $117,048 $253,094 $370,143
Determination of Working

Capital Allowance

12 Months $1,404,581 $2,277,848 $3,682,429
O&M Expense

One-Eighth (1/8) of 12 Month $175,573 $284,731 $460,304
O&M Expenses




I

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending November 30, 2005

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spuriock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert »
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gitbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

T $237,338

$1,060

$94,048

$327,933

$332,446

KIUC Request 2
Page 18 of 146

Amount

$4,488
$3,453
$0
$229,397

$65
$86
$909

$0
$0
$94,048

$4,488
$229,397
$94,048

$3,453
$0
$65
$86
$909
$0

$0

$4,513

Form 2.5
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending December 31, 2005
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 6.15%
BESF, from Case No. 2004-00321 = 051%
MESF = 5.64%

Effective Date for Billing: Bills issued beginning February 1, 2006 covering service
rendered beginning January 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: January 20, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1

Environmental Surcharge Report
Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending December 31, 2005

1 E(m) = RORB + OE - BAS

2 Rate Base $201,467,293
3 Rate Base / 12 $16,788,941
4 Rate of Return 5.66%
5 Return on Rate Base (RORB) $950,254
6 Operating Expenses (OE) $2,092,733
7 By-Product and Emission Allowance Sales (BAS) 30
8 Sub-Total E(m) $3,042,987
9 Member System Allocation Ratio for the Month 98.74%
(Form 3.0)
10 Subtotal E(m) = Subtotal E{m) x Member System $3,004,646
Allocation Ratio
11 Adjustment for {Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $3,004,646
13 R(m) = Average Monthly Member System $48,843,728
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 6.15%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending December 31, 2005

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

Subtotal $221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $183,082
Inventory - Emission Allowances $4,087,743
Cash Working Capital Allowance $508,999
Subtotal $4,779,824
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $24,819,881
Subtotal $24,819,881

Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense $384,485
Monthly Depreciation and Amortization Expense $806,336
Monthly Taxes Other Than Income Taxes $16,380
Monthly Insurance Expense $26,696
Monthly Emission Allowance Expense $858,837
Monthly Surcharge Consultant Fee $0
Total Pollution Control Operating Expense $2,092,733
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

$221,507,350
$0

$201,467,293

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending December 31, 2005

KIUC Request 2
Page 24 of 146

a 2) (3) 4) (5) (6) 4]
S | Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized inventory Adjustment
(2)+(3)+(4)-(5)
Spare Parts
Limestone $191,315 $209,058 $217,291 $183,082

Total

Form 2.2



East Kentucky Power Cooperative, Inc.

Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending December 31, 2005

KIUC Request 2
Page 25 of 146

S02 Allowances

For the Expense Month Ending December 31, 2005
Inventory Purchases Utilized

Beginning Allocations/ Ending
Sold Inventory

Total SO2 Emission Allowances in Inventory*
Quantity 5,957.91 19,957 6,432.93 - 19,481.98
Dollars $ 3,331,531.51 $72,500f $844,992.18 $0! $2,559,039.33
$/Allowance $559.18] $ 3.63 $131.35 30 $131.35
| NOx Allowances
For the Expense Month Ending December 31, 2005

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Total NOx Emission Allowances in Inventory”
Quantity 557.1 0.0 5.0 $0 552.1
Dollars $1,542,548.45 $0 $13,844 $0 $1,528,704
$/Allowance $2,768.89 $0.00 $2,768.89 30 $2,768.89

*Includes coal-fired allowances only.

Note:

EKPC acquired 19,957 vintage 2005 allowances in a cashless swap by
exchanging vintage 2007 allowances with another party.

Form 2.3



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending December 31, 2005

KIUC Request 2
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total
11th previous month $9,380 $0 $9,380
10th previous month $647 $0 $647
9th previous month $16,263 $164,004 $180,267
8th previous month $20,663 $272,750 $293,413
7th previous month $40,356 $179,864 $220,220
Bth previous month $95,356 $304,397 $399,753
5th previous month $90,948 $292,466 $383,414
4rd previous month $140,877 $277,102 $417,979
3nd previous month $93,694 $361,223 $454,917
2nd previous month $31,128 $98,109 $129,237
Previous month $4,513 $327,933 $332,446
Current Month $819,053 $431,266 $1,250,319
Total 12 Month O&M $1,362,878 $2,709,114 $4,071,992
Average Monthly Q&M $113,573 $270,911 $384,485
Determination of Working
Capital Allowance
12 Months $1,362,878 $2,709,114 $4,071,992
O&M Expense
One-Eighth (1/8) of 12 Month $170,360 $338,639 $508,999
O&M Expenses




East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending December 31, 2005

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurifock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
Page 27 of 146

Amount

$122,554
$6,282
$0
$91,421

~ $220,257

$240,391
$273,594
$267,672

$781,657

$31,114
$0
$217,291

$248,405

$122,554

$91,421
$217,291
$431,266

$6,282
$0
$240,391
$273,594
$267,672
$31,114
50
$819,053

$1,250,319

Form 2.5



KIUC Request 2

Page 28 of 146

0'¢ w.og

%V.'86

= () UWNOD / (g) UwWn|o) “ch.o:m_:o_mo wloy) papnjoxs abieyoing @cmEcthcmv

UILO JusLIng 10) abeiusoiad UOHEOO|Y WS)SAS Jaquiaiy

Zv0'697'L$

M5z 'cve'srs

“uopy esuadxy juslnd Buipu3 syluow Z| Jo)'ebieyoing
[BJUBLILOIIAULT Buipnjoxg ‘sanusAay Wa)sAS Jaquisiy AjUiuop sbelaAy

8..'€65'€65$ (6811180293 9€/'vZ1'98G% {/viZre'el9s |Liv'212 .28 |002'665°068 |9£S'GCS S6YS S|ejo L
9€9'L¥E'v9$ 19€1°€66°0L% 182'985'2$ |6¥€'192°19% |6¥8°901'89% 005°'6¥9'9% 95£'099'8% £66'001°¢G$ |S0-00Q
yS8'vr9'6v$ |8VL'6LE VST 1216693 ££.'166'8v$ |L29°929'€SS 768'17.9'v$ Z2LL'8LE LS L20'EEL LYS |G0-AON
8L1'190'v¥$ 1SL¥'8LG'8YS [AAARTAS 968°L28'Cy$ |161'GBZ'8YS S6Z'LSY'VS £06'6£8°/% €6£'886'GE$ {G0-1°0
19G°2Z7'06$ |10L'L16'GES £65'868% 806'¢ZS'67$ |80L'€1L0'GGS Ov1'68¥'G$ v66'762'0L8 |726'822'6E$ |S0-doS
028'6¥.L'2G% (¥GE'6GL'GES G/0°08G% G9.'691'26% |6/2'6L1°GG% PEG'CL0'eS 9€2'620'9% 60G'9¢L'9vs 160-Bny
1GG'90€' LGS |66G €V PSS 616'129% ZE9'¥89'06% [089°129'€GS 840'2£6'C$ 8Y¥'092'G$ £81'vZy'ers |So-Inr
Z8S'v6Z' vv$ |28S'v6C vi$ 98'667$ BLLYBL'EYS |8LLVBLEYS 0% 88€'GL9'L$ 0e£'64L°Z¥$ |S0-unr
890'009'8€$ |890°009'8€$ 096'G07% 801'¥61'8€$ 180L'¥61'8E$ 0% 9/2'609'G$ 2£8'886'2e$  |S0-Ae
VeS8 LBL'LES |VERLELLES 06.'v8v$ Py0'L0€'2€$ |¥P0°LOE'LES 0% £€0'149'6$ 110'9EG'LES  |SO-1dy
69£°025'67$ 169€°925°6Y$ £117'60ES 966'0z2'6¥$ |956'02Z'6%% 0% GLL'v69'LS b92'92S L¥$  |G0-eN
186'LLL' LGS [186'L4111GS £v9'16% 8££'080'1G$ |8€£'080°LS$ 0% 02.'G/2'+1$ |8L9'v0E'6ES |G0-09d
POy 089'65% |¥0¥'089°'6G% GG1'89% 6Y2'CL9'65% |6¥2°CL9'65% 0% glg'cee'zis |Lev'8L2 VS iG0-uer
(7)-(8) (2)+(9) soleg {()-g) (7)+(£)+(2)
abieyoing 18101 wsysAS-40 abieyoing 1ejo1 S8NUBASY sanuaAsy SBNUBASY UjUoW
|BjUSLILONAUT [BjUSWIUONALT ableyoing asney) ajey
Buipnjoxsy Buipnpx3 [ejusluosAULg jana aseq
(B0l B0l
(6) (8) (L) (9) (g) 2] (g) (2) (1)
sanusaay Auedwo? {ejot SWBSAS JOQUUBIN LLIOL) SBNUSASY

$00Z ‘L€ Joquadaq Buipug yjuo asuadx3z auy3 104

(w)y jo uoneindwon anusrsy abelaay Ajyjuop

11odoay abieyosing jejudswiuoiAUg
‘ouj ‘aAneIado0) 1aMod AYonjuay ises




KIUC Request 2
Page 29 of 146

East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending January 31, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 8.44%
BESF, from Case No. 2004-00321 = 051%
MESF = 7.93%

Effective Date for Billing: Bills issued beginning March 1, 2006 covering service
rendered beginning February 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: February 20, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending January 31, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base $213,877,218
3 Rate Base / 12 $17,823,102
4 Rate of Return = 5.66%
5 Return on Rate Base (RORB) + $1,008,788
6 Operating Expenses (OE) + $3,166,597
7 By-Product and Emission Allowance Sales (BAS) - %0
8 Sub-Total E(m) $4,175,384
9 Member System Allocation Ratio for the Month 98.75%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $4,123,192
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $4,123,192
13 R(m) = Average Monthly Member System $48,879,782
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 8.44%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending January 31, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

Subtotal $221,507,350
Additions:
Inventory - Spare Parts $0
inventory - Limestone $177,470
Inventory - Emission Allowances $17,287,805
Cash Working Capital Allowance $531,090
Subtotal $17,996,364
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $25,626,496
Subtotal $25,626,496
Environmental Compliance Rate Base $213,877,218
Determination of Pollution Control Operating Expenses
Monthly O&M Expense $375,996
Monthly Depreciation and Amortization Expense $806,336
Monthly Taxes Other Than Income Taxes $16,380
Monthly Insurance Expense $26,696
Monthly Emission Allowance Expense $1,941,189
Monthly Surcharge Consuitant Fee $0
Total Pollution Control Operating Expense $3,166,597

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

$221,507,350
$0

$0

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending January 31, 2006

KIUC Request 2
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(1) (2) (3) (4) (5) (6) (7)
~ Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)*+(3)+(4)-(5)
Spare Parts
Limestone $183,082 $125,826 $131,439 $177,470

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending January 31, 2006

| S02 Allowances |

For the Expense Month Ending January 31, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold inventory

Total SO2 Emission Allowances in Inventory”

Quantity 19,481.98 50,064 7,627.10 - 61,918.88
Dollars $ 2,559,039.33 | $15,141,250}$1,941,188.79 $0] § 15,759,100.54
$/Allowance $131.35| $ 302.44 $254.51 30 $254.51
| NOXx Allowances |
For the Expense Month Ending January 31, 2006
Skt el v Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total NOx Emission Allowances in Inventory*
Quantity 552.10 3,301.0 0.0 $0 3,853.10
Dollars $1,528,704.00 $0 $0 50 $1,528,704.00
$/Allowance $2,768.89 $0.00 $0.00 $0 $396.75

*Includes coal-fired allowances only.

Note:

EKPC purchased 10,000 SO2 allowances in January at an average cost of $1,514 per allowance.
EKPC received an allocation of 40,064 cost-free SO2 allowances from the EPA in January.

EKPC received an allocation of 3,301 cost-free NOx allowances from the EPA in January.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending January 31, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $647 $0 $647
10th previous month $16,263 $164,004 $180,267
9th previous month $20,663 $272,750 $293,413
8th previous month $40,356 $179,864 $220,220
7th previous month $95,356 $304,397 $399,753
6th previous month $90,948 $292,466 $383,414
5th previous month $140,877 $277,102 $417,979
4rd previous month $93,694 $361,223 $454,917
3nd previous month $31,128 $98,109 $129,237
2nd previous month $4,513 $327,933 $332,446
Previous month $819,053 $431,266 $1,250,319
Current Month -$328 $186,435 $186,108
Total 12 Month O&M $1,353,171 $2,895,549 $4,248,720
Average Monthly O&M $112,764 $263,232 $375,996
Determination of Working

Capital Allowance

12 Months $1,353,171 $2,895,549 $4,248,720
O&M Expense
One-Eighth (1/8) of 12 Month $169,146 $361,944 $531,090
O&M Expenses
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Form 2.5
East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending January 31, 2006

Expense Type Account Description Amount
Maintenance
50144 Fuel Coal Gilbert $1,598
51241 Maintenance of Boiler Plant Spurlock 1 -$328
51242 Maintenance of Boiler Plant Spurlock 2 $0
51244 Maintenance of Boiler Plant Gilbert $53,399
$54,669
Air Permit Fees
50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
$0
Operating Expense - Ammonia and Limestone
50641 Misc Steam Power Expense ~ Spurlock 1 $0
50642 Misc Steam Power Expense -~ Spurlock 2 $0
50644 Misc Steam Power Expense - Gilbert $131,439
$131,439
Summary: Gilbert and Non-Gilbert Accounts
Gilbert ‘
50144 Fuel Coal Gilbert $1,598
51244 Maintenance of Boiler Plant Gilbert $53,399
50644 Misc Steam Power Expense - Gilbert $131,439
Total - Gilbert $186,435
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1 -$328
51242 Maintenance of Boiler Plant Spurlock 2 $0
50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
50641 Misc Steam Power Expense - Spuriock 1 $0
50642 Misc Steam Power Expense - Spurlock 2 o $0
Total - Non Gilbert -$328
Total Monthly Total $186,108
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending February 28, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 9.26%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 875%

Effective Date for Billing: Bills issued beginning April 1, 2006 covering service
rendered beginning March 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: March 20, 2006
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending February 28, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

$221,507,350
$0

Subtotal $221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $192,323
Inventory - Emission Allowances $29,621,449
Cash Working Capital Allowance $580,182
Subtotal $30,393,954
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $26,433,112
Subtotal $26,433,112

Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

$225,468,192

Monthly O&M Expense $386,788
Monthly Depreciation and Amortization Expense $806,336
Monthly Taxes Other Than Income Taxes $33,061
Monthly Insurance Expense $26,696
Monthly Emission Allowance Expense $2,297,606
Monthly Surcharge Consultant Fee $0
Total Pollution Control Operating Expense $3,550,487
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending February 28, 2006

KIUC Request 2
Page 42 of 146

(1) (2) (3) 4) (5) (6) (1)
- 1 Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)+(3)+(4)-(5)
Spare Parts
Limestone $177,470 $238,242 $223,389 $192,323

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending February 28, 2006

| S02 Allowances |

For the Expense Month Ending February 28, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total SO2 Emission Allowances in Inventory*
Quantity 61,918.88 12,500 5,626.30 - 68,792.58
Dollars $ 15,759,100.54 | $14,631,250] $2,297,605.51 $0| $ 28,092,745.03
$/Allowance $254.511 $ 1,170.50 $408.37 $0 ~ $408.37

| NOx Allowances |

For the Expense Month Ending February 28, 2006
SO Beginning Allocations/ Ending

: Inventory Purchases Utilized Sold Inventory
Total NOx Emission Allowances in Inventory *
Quantity 3,853.10 0.0 0.0 30 3,853.10
Dollars $1,528,704.02 $0 30 $0 $1,528,704.02
$/Allowance $396.75 $0.00 $0.00 $0 $396.75

*Includes coal-fired allowances only.

Note:
EKPC purchased 12,500 SO2 allowances in February at an average cost of $1,171 per allowance.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending February 28, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $16,263 $164,004 $180,267
10th previous month $20,663 $272,750 $293,413
gth previous month $40,356 $179,864 $220,220
8th previous month $95,356 $304,397 $399,753
7th previous month $90,948 $292,466 $383,414
6th previous month $140,877 $277,102 $417,979
5th previous month $93,694 $361,223 $454,917
4rd previous month $31,128 $98,109 $129,237
3nd previous month $4,513 $327,933 $332,446
2nd previous month $819,053 $431,266 $1,250,319
Previous month -$328 $186,435 $186,108
Current Month $52,362 $341,025 $393,386
Total 12 Month O&M $1,404,886 $3,236,573 $4,641,459
Average Monthly O&M $117,074 $269,714 $386,788
Determination of Working

Capital Allowance

12 Months $1,404,886 $3,236,573 $4,641,459
O&M Expense
One-Eighth (1/8) of 12 Month $175,611 $404,572 $580,182
O&M Expenses




East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending February 28, 2006

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilhert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spuriock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmenta) Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense ~ Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
Page 45 of 146

Amount

$72,433
$9,115
$1,984
$45,202

T $128,734

$0
$0
$0

$0

$41,263
$0
$223,389

" $264,652

$72,433
$45,202
$223,389

$341,025

$9,115
$1,084
$0

$0

$0
$41,263
$0

$52,362

$393,386

Form 2.5
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending March 31, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 9.59%
BESF, from Case No. 2004-00321 = 051%
MESF = 9.08%

Effective Date for Billing: Bills issued beginning May 1, 2006 covering service
rendered beginning April 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: April 20, 2006
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East Kentucky Power Cooperative, Inc.

Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending March 31, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP
Subtotal
Additions:
Inventory - Spare Parts
Inventory - Limestone
Inventory - Emission Allowances
Cash Working Capital Allowance
Subtotal
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant
Subtotal
Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense
Monthly Depreciation and Amortization Expense
Monthly Taxes Other Than Income Taxes
Monthly Insurance Expense
Monthly Emission Allowance Expense
Monthly Surcharge Consultant Fee

Total Pollution Control Operating Expense

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales
(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month
Period Ending

Revenue Collected for Six-Month Period Ending

Net (Over)/Under Recovery (Row 1 - Row 2)

Amortization of Net (Over)/Under Recovery
Line (3)/6

KIUC Request 2
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$221,507,350

$221,507,350

328,024,603

$0

$0

$234,441
$27,168,704
$621,458

$27,239,729

"~ $27,239,729

7$222,292 224

$3,733,817

$414,305
$806,336
$24,586
$35,845
$2,452,745

$0

$0

Form 2.0
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending March 31, 2006
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(1) (2) 3) 4) (5) (6) (7)
L Beginning Other Ending Reason(s) for
inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)+(3)*(4)-(5) '
Spare Parts
Limestone $192,323 $306,515 $264,397 $234,441

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending March 31, 2006

I S02 Allowances |

For the Expense Month Ending March 31, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total SO2 Emission Allowances in Inventory*
Quantity 68,792.58 - 6,006.20 - 62,786.38
Dollars $ 28,092,745.03 $0}$2,452,744.83 $0| $ 25,640,000.20
$/Allowance $408.37] § - $408.37 $0 $408.37

| - NOx Allowances |

For the Expense Month Ending March 31, 2006

' S Beginning Allocations/ Ending
S SRR Inventory Purchases Utilized Sold Inventory
Total NOx Emission Allowances in Inventory *
Quantity 3,853.10 0.0 0.0 $0 3,853.10
Dollars $1,5628,704.02 $0 $0 $0 $1,528,704.02
$/Allowance $396.75 $0.00 $0.00 $0 $396.75

*Includes coal-fired allowances only.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending March 31, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total
11th previous month $20,663 $272,750 $293,413
10th previous month $40,356 $179,864 $220,220
9th previous month $95,356 $304,397 $399,753
8th previous month $90,948 $292,466 $383,414
7th previous month $140,877 $277,102 $417,979
6th previous month $93,694 $361,223 $454,917
5th previous month $31,128 $98,109 $129,237
4rd previous month $4,513 $327,933 $332,446
3nd previous month $819,053 $431,266 $1,250,319
2nd previous month -$328 $186,435 $186,108
Previous month $52,362 $341,025 $393,386
Current Month $58,250 $452,220 $510,470
Total 12 Month O&M $1,446,873 $3,524,789 $4,971,662
Average Monthly O&M $120,573 $293,732 $414,305
Determination of Working
Capital Allowance
12 Months $1,446,873 $3,524,789 $4,971,662
O&M Expense
One-Eighth (1/8) of 12 Month $180,859 $440,599 $621,458
O&M Expenses
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Form 2.5

1

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending March 31, 2006

Expense Type Account Description Amount
Maintenance
50144 Fuel Coal Gilbert $104,685
51241 Maintenance of Boiler Plant Spuriock 1 $17,274
51242 Maintenance of Boiler Plant Spurlock 2 $0
51244 Maintenance of Boiler Plant Gilbert $83,138
~ $205,097
Air Permit Fees
50621 "~ Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
$0
Operating Expense - Ammonia and Limestone
50641 Misc Steam Power Expense - Spurlock 1 $40,976
50642 Misc Steam Power Expense - Spurlock 2 $0
50644 Misc Steam Power Expense - Gilbert $264,397
$305,373
Summary: Gilbert and Non-Gilbert Accounts
Gilbert
50144 Fuel Coal Gilbert $104,685
51244 Maintenance of Boiler Plant Gilbert $83,138
50644 Misc Steam Power Expense - Gilbert $264,397
Total - Gilbert $452,220
Non-Giibert
51241 Maintenance of Boiler Plant Spurlock 1 $17,274
51242 Maintenance of Boiler Piant Spurlock 2 $0
50621 Misc Steam Power Environmental Dale 30
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
50641 Misc Steam Power Expense - Spurlock 1 $40,976
50642 Misc Steam Power Expense -~ Spurlock 2 $0
Total - Non Gilbert $58,250
Total Monthly Total $510,470
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending April 30, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 941%
BESF, from Case No. 2004-00321 = 051%
MESF =  8.90%

Effective Date for Billing: Bills issued beginning June 1, 2006 covering service
rendered beginning May 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: May 18, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending April 30, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base $219,073,536
3 Rate Base / 12 $18,256,128
4 Rate of Return = 5.66%
5 Return on Rate Base (RORB) + $1,033,297
6 Operating Expenses (OE) + $3,671,803
7 By-Product and Emission Allowance Sales (BAS) - - $0
8 Sub-Total E(m) ; $4,705,099
9 Member System Allocation Ratio for the Month 98.85%
(Form 3.0)
10 Subtotal E(m) = Subtotal E{m) x Member System $4,650,991
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $4,650,991
13 R(m) = Average Monthly Member System $49,406,204
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 9.41%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending April 30, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

Subtotal 7$221,507,350
Additions:
Inventory - Spare Parts $0
inventory - Limestone $234,441
Inventory - Emission Allowances $24,769,438
Cash Working Capital Allowance $608,654
Subtotal $25,612,532
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant _$28,046,346
Subtotal $28,046,346
Environmental Compliance Rate Base $219,073,536
Determination of Pollution Control Operating Expenses
Monthly O&M Expense $405,769
Monthly Depreciation and Amortization Expense $806,336
Monthly Taxes Other Than Income Taxes $24,586
Monthly Insurance Expense $35,845
Monthly Emission Allowance Expense $2,399,266
Monthly Surcharge Consultant Fee $0
Total Pollution Control Operating Expense $3,671,803

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

$221,507,350
$0

$0

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc. Form 2.2
Environmental Surcharge Report
Inventories of Spare Parts and Limestone
For the Expense Month Ending April 30, 2006
(1) 2) (3) 4) (5) (6) (7)
: Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized inventory Adjustment
(2)+(3)*+(4)-(5)
Spare Parts
Limestone $234,441 $0 $0 $234.,441

Total
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report
Inventory and Expense of Emission Allowances
For the Expense Month Ending April 30, 2006

l SO2 Allowances |
For the Expense Month Ending April 30, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold inventory
Total SO2 Emission Allowances in Inventory”
Quantity 62,786.38 - 5,866.50 - 56,919.88
Dollars $ 25,640,000.20 $0| $2,395,695.70 $0| § 23,244,304.50
$/Allowance $408.37| $ - $408.37 $0 $408.37
[ NOx Allowances !
For the Expense Month Ending April 30, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized ** Sold Inventory
Total NOx Emission Allowances in Inventory”
Quantity 3,853.10 0.0 9.0 50 3,844.10
Dollars $1,528,704.02 30 $3,571 $0 $1,525,133.30
$/Allowance $396.75 $0.00 $396.7464 $0 $396.7464

*Includes coal-fired allowances only.

** Adjustment for usage in the May - September 2005 ozone season.




East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending April 30, 2006

KIUC Request 2
Page 62 of 146

Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total
11th previous month $40,356 $179,864 $220,220
10th previous month $95,356 $304,397 $399,753
9th previous month $90,948 $292,466 $383,414
8th previous month $140,877 $277,102 $417,979
7th previous month $93,694 $361,223 $454,917
6th previous month $31,128 $98,109 $129,237
5th previous month $4,513 $327,933 $332,446
4rd previous month $819,053 $431,266 $1,250,319
3nd previous month -$328 $186,435 $186,108
2nd previous month $52,362 $341,025 $393,386
Previous month $58,250 $452,220 $510,470
Current Month $29,043 $161,938 $190,980
Total 12 Month O&M $1,455,252 $3,413,977 $4,869,230
Average Monthly O&M $121,271 $284,498 $405,769
Determination of Working
Capital Allowance
12 Months $1,455,252 $3,413,977 $4,869,230
0O&M Expense
One-Eighth (1/8) of 12 Month $181,907 $426,747 $608,654
0O&M Expenses
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Form 2.5

n

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending April 30, 2006

Expense Type Account Description Amount
Maintenance
50144 Fuel Coal Gilbert $113,006
51241 Maintenance of Boiler Plant Spurlock 1 $5,978
51242 Maintenance of Boiler Plant Spurlock 2 $2,996
51244 Maintenance of Boiler Plant Gilbert $48,932
$170,913
Air Permit Fees
50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
} $0
Operating Expense - Ammonia and Limestone
50641 Misc Steam Power Expense - Spurlock 1 $20,068
50642 Misc Steam Power Expense - Spurlock 2 $0
50644 Misc Steam Power Expense - Gilbert L $0
$20,068
Summary: Gilbert and Non-Gilbert Accounts
Gilbert
50144 Fuel Coal Gilbert $113,006
51244 Maintenance of Boiler Plant Gilbert $48,932
50644 Misc Steam Power Expense - Gilbert _ $0
Total - Gilbert $161,938
A Non-Gilbert
51241 Maintenance of Boiler Plant Spurfock 1 $5,978
51242 Maintenance of Boiler Plant Spurlock 2 $2,996
50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
50641 Misc Steam Power Expense - Spurtock 1 $20,068
50642 Misc Steam Power Expense - Spurlock 2 8 $0
Total - Non Gilbert $29,043
Total Monthly Total $190,980
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending May 31, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESEF, from ES Form 1.1 = 10.20%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 9.69%

Effective Date for Billing: Bills issued beginning July 1, 2006 covering service
rendered beginning June 1, 2006.

Submitted by:

Title. Pricing Manager

Date Submitted: June 20, 2006



KIUC Request 2
Page 66 of 146

East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending May 31, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base $223,963,732
3 Rate Base / 12 $18,663,644
4 Rate of Return = 5.66%
5 Return on Rate Base (RORB) + $1,056,362
6 Operating Expenses (OE) + $4,091,274
7 By-Product and Emission Allowance Sales (BAS) - 30
8 Sub-Total E(m) $5,147,636
9 Member System Allocation Ratio for the Month 98.93%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $5,092,557
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $5,092 557
13 R(m) = Average Monthly Member System $49,909,772
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 10.20%

E(m) / R(m); as a % of Revenue
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East Kentucky Power Cooperative, inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending May 31, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

$221,507,350
$0

Subtotal $221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $234,441
Inventory - Emission Allowances $30,459,660
Cash Working Capital Allowance $615,244
Subtotal $31,309,344
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $28,852,962
Subtotal $28,852,962

Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

$223,963,732

Monthly O&M Expense $410,162
Monthly Depreciation and Amortization Expense $806,336
Monthly Taxes Other Than Income Taxes $24,586
Monthly Insurance Expense $35,845
Monthly Emission Allowance Expense $2,814,345
Monthly Surcharge Consultant Fee $0
Total Pollution Control Operating Expense $4,091,274
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Coliected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line(3)/6



KIUC Request 2

Page 68 of 146

S8'GeS 986'$2$ 9€£'908% 38€'¥59'261$ |03 796'268'82% |06€'205°1229 [BJ0]
HOoSs
89¢'9% 6GE¥$ vLL'vL2S £G0'L6L°EES 6£9'€OE'LLS [269°09L°GVS ZYooundg| ¥
d0S
TANA RS GE0'6% 9€6°'L2E$ 022'2€9°0L% /89'G08'L1$ |L06°Cr'C8S i yoounds] ¢
J01eudinald
196°¢$ YAV A Gye'c8s 12 AXAMNA /L'996'28  |LGL'LBZ'YES | yooundgy  Z
8€e'CL$ G/v'8% 182°181% 18/'268'99% 612'612'2c% [000219'69% weqiol |1
(Q)=(p)-(e)-(2)
asuadx3g ERINERS junowy | uonelosided 290IAI9G Ul uonduosag ‘ON
asuadxy asuadx3 uopedaida( ui dIMD | pelenwnody eld 108{0id
aoueInsuy xe | AJUluon ue|d 19N Ellellalli=] SS0I5)
Ajuop Alyiuon 81qibi3 ajqibig
(8) ) () () 1) (€) @ ) [

L'z wiod

sosuadxg aoueinsuj pue saxe] B ‘uonerdaidad ‘diMO ‘Jueld

9002 ‘1€ Aely Buipug yjuop esuadxy ay} 104

Hoday abieyoing |ejuswiuosAug
‘au| ‘aAje19do0n 18mod A¥onjusy 3sey



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending May 31, 2006

KIUC Request 2
Page 69 of 146

(1) (2) (3) 4 (5) (6) )
- IBeginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Ulilized inventory Adjustment
(2)+(3)*+(4)-(5)
Spare Parts
Limestone $234,441 $0 $0 $234.,441

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report
inventory and Expense of Emission Allowances
For the Expense Month Ending May 31, 2006

{ S02 Allowances |
For the Expense Month Ending May 31, 2006

Beginning Allocations/ Ending

Inventory Purchases™ Utilized Sold Inventory
Total SO2 Emission Allowances in Inventory*
Quantity 56,919.88 13,500.00 5,450.30 - 64,969.58
Dollars $ 23,244,304.50 | $8,504,566.58| $2,457,273.02 $0} $ 29,291,598.06
$/Allowance $408.37 $629.97 $450.85 $0 $450.85
[ NOx Allowances |
For the Expense Month Ending May 31, 2006

R Beginning Allocations/ Ending

inventory Purchases Utilized Sold Inventory
Total NOx Emission Allowances in Inventory*
Quantity 3,844.10 0.0 900.0 $0 2,944.10
Dollars $1,525,133.30 30] $357,071.76 30 $1,168,061.54
$/Allowance $396.7464 $0.00 $396.7464 50 $396.7464

*Includes coal-fired allowances only.

** EKPC purchased 13,500 allowances at a cost of approximately $678 per allowance.
May 2006 includes a credit of $652,183 for EPA auction proceeds.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
0O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending May 31, 2006

KIUC Request 2
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $95,356 $304,397 $399,753
10th previous month $90,948 $292,466 $383,414
9th previous month $140,877 $277,102 $417,979
8th previous month $93,694 $361,223 $454,917
7th previous month $31,128 $98,109 $129,237
6th previous month $4,513 $327,933 $332,446
5th previous month $819,053 $431,266 $1,250,319
4rd previous month -$328 $186,435 $186,108
3nd previous month $52,362 $341,025 $393,386
2nd previous month $58,250 $452,220 $510,470
Previous month $29,043 $161,938 $190,980
Current Month $136,102 $136,837 $272,939
Total 12 Month O&M $1,550,998 $3,370,951 $4,921,948
Average Monthly O&M $129,250 $280,913 $410,162
Determination of Working

Capital Allowance

12 Months $1,550,998 $3,370,951 $4,921,948
O8&M Expense

One-Eighth (1/8) of 12 Month $193,875 $421,369 $615,244

O&M Expenses




East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending May 31, 2006

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental S‘purlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Piant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spuriock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
Page 72 of 146

Form 2.5

Amount

$2,710
$3,575
$12,090
$134,127

$152,502

$0
$0
$0

$0

$120,436

$0
S
$120,436

$2,710
$134,127
$0
$136,837

$3,575
$12,090

$0

$0

$0

$120,436
%0
$136,102

T $272,939
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KIUC Request 2
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending June 30, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 10.79%
BESF, from Case No. 2004-00321 = 051%
MESF = 10.28%

Effective Date for Billing: Bills issued beginning August 1, 2006 covering service
rendered beginning July 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: July 20, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1

Environmental Surcharge Report
Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending June 30, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base $224,733,860
3 Rate Base / 12 $18,727,822
4 Rate of Return 5.66%
5 Return on Rate Base (RORB) $1,059,995
6 Operating Expenses (OE) $4,413,859
7 By-Product and Emission Allowance Sales (BAS) $0
8 Sub-Total E(m) $5,473,854
9 Member System Allocation Ratio for the Month 98.99%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $5,418,568
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $5,418,568
13 R(m) = Average Monthly Member System $50,240,968
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 10.79%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending June 30, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

Subtotal "$221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $214,877
Inventory - Emission Allowances $32,028,676
Cash Working Capital Allowance $642,538
Subtotal $32,886,091
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $29,659,581
Subtotal $29,659,581
Environmental Compliance Rate Base $224,733,860
Determination of Pollution Control Operating Expenses
Monthly O&M Expense $428,359
Monthly Depreciation and Amortization Expense $806,336
Monthly Taxes Other Than income Taxes $24,586
Monthly Insurance Expense $35,845
Monthly Emission Allowance Expense $3,118,733
Monthly Surcharge Consultant Fee $0
Total Pollution Control Operating Expense $4,413,859

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

$221,507,350
$0

$0

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net {Over)/Under Recovery (Row 1 - Row 2) ]
Amortization of Net (Over)/Under Recovery $

Line (3)/ 6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending June 30, 2006

KIUC Request 2
Page 78 of 146

(1) (2) (3) 4) () (6) (7)
e Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(21 (3)*+(4)-(5)
Spare Parts
Limestone $234,441| -3$203,014 $222,578 $214,877

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report
Inventory and Expense of Emission Allowances
For the Expense Month Ending June 30, 2006
[ S02 Allowances |
For the Expense Month Ending June 30, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold inventory
Total SO2 Emission Allowances in Inventory*
Quantity 64,969.58 7,500.00 5,642.80 - 66,826.78
Dollars $ 29,291,598.06 | $4,266,250.00} $2,612,961.52 30| $ 30,944,886.54
$/Allowance $450.85 $568.83 $463.06 $0 $463.06
[ NOx Allowances J
For the Expense Month Ending June 30, 2006
i K Beginning Allocations/ Ending
v Inventory Purchases Utilized Sold Inventory
Total NOx Emission Allowances in Inventory*
Quantity 2,944 .10 200.0 1,000.4 $0 2,143.70
Dollars $1,168,061.54] $421,500.00{ $505,771.69 50 $1,083,789.86
$/Allowance $396.75 $2,107.50 $505.57 $0 $505.57

*Includes coal-fired allowances only.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending June 30, 2006

KIUC Request 2
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $90,948 $292,466 $383,414
10th previous month $140,877 $277,102 $417,979
9th previous month $93,694 $361,223 $454,917
8th previous month $31,128 $98,109 $129,237
7th previous month $4,513 $327,933 $332,446
6th previous month $819,053 $431,266 $1,250,319
5th previous month -$328 $186,435 $186,108
4rd previous month $52,362 $341,025 $393,386
3nd previous month $58,250 $452.220 $510,470
2nd previous month $29,043 $161,938 $190,980
Previous month $136,102 $136,837 $272,939
Current Month $145,131 $472,979 $618,110
Total 12 Month O&M $1,600,773 $3,539,532 $5,140,305
Average Monthly O&M $133,398 $294,961 $428,359
Determination of Working

Capital Allowance

12 Months $1,600,773 $3,539,532 $5,140,305
O&M Expense

One-Eighth (1/8) of 12 Month $200,097 $442,442 $642,538
O&M Expenses




I

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending June 30, 2006

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2

51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
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Form 2.5

Amount

$1,941
$8,745
$9,610
$248,460

$268,756

$0
$0
$0

%0

$126,776
$0
$222,578

$349,354

$1,941
$248,460
$222,578
$472,979

$8,745
$9,610

$0

$0

$0

$126,776
%0
$145,131

$618,110
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending July 31, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 13.47%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 12.96%

Effective Date for Billing: Bills issued beginning September 1, 2006 covering service
rendered beginning August 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: August 18, 2006



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
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Form 1.1

Calculation of Current Month Environmental Surcharge Factor (CESF)

For the Expense Month Ending July 31, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base

3 Rate Base/ 12

4 Rate of Return

5 Return on Rate Base (RORB)

6 Operating Expenses (OE)

7 By-Product and Emission Allowance Sales (BAS)

8 Sub-Total E(m)

9 Member System Allocation Ratio for the Month
(Form 3.0)

10 Subtotal E(m) = Subtotal E(m) x Member System
Allocation Ratio

11 Adjustment for (Over)/Under Recovery,
as applicable

12 E(m) = Subtotal E(m) plus (Over)/Under Recovery

13 R(m) = Average Monthly Member System
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)

14 CESF:
E(m)/ R(m); as a % of Revenue

*Please see calculation on Form 1.1 - Supplement

$241,461,395
$20,121,783
5.66%
$1,138,893
$5,370,867

$0

$6,509,759

99.02%

$6,778,764 *

50

$6,778,764

$50,339,256

13.47%
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report
Revenue Requirements of Environmental Compliance Costs
For the Expense Month Ending July 31, 2006

Determination of Environmental Compliance Rate Base
Eligible Poliution Control Plant (Gross Plant) $221,507,350
Eligible Pollution CWIP $0

Subtotal $221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $213,028
Inventory - Emission Allowances $49,478,749
Cash Working Capital Allowance __$728,463

Subtotal $50,420,240
Deductions
Accumulated Depreciation on Eligible Poliution Control Plant __$30,466,195

Subtotal $30,466,195
Environmental Compliance Rate Base $241,461,395
Determination of Pollution Control Operating Expenses
Monthly O&M Expense $485,642
Monthly Depreciation and Amortization Expense $806,616
Monthly Taxes Other Than Income Taxes $24,586
Monthly Insurance Expense $35,845
Monthly Emission Allowance Expense $4,018,177
Monthly Surcharge Consultant Fee _ $0

Total Poliution Control Operating Expense $5,370,867
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3) /6
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East Kentucky Power Cooperative, Inc. Form 2.2
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending July 31, 2006

(1 (2) (3) 4) (5) (6) (7)
L | Beginning Other Ending Reason(s) for
inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(21+(3)+(4)-(5)
Spare Parts
Limestone $214,877 $274,016 $275,866 $213,028
Total
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report
Inventory and Expense of Emission Allowances
For the Expense Month Ending July 31, 2006

[ S02 Allowances |
For the Expense Month Ending July 31, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Total 2006 SO2 Emission Allowances in Inventory”
Quantity 66,826.78 - 6,374.90 - 60,451.88
Dollars $ 30,944,886.54 $0.00] $2,951,968.60 $0] $ 27,992,917.94
$/Allowance $463.06 $463.06 $0 $463.06
Total Future Vintage Years SO2 Aliowances in Inventory*

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Quantity 18,500 0 0 0% 18,500.00
Dollars $17,887,000.00 $0.00 $0.00 $0{ $17,887,000.00
Total SO2 Emission Allowances in Inventory
Quantity $ 85,326.78 0 6,375 0 78,951.88
Dollars $48,831,886.54 $0.00| $2,951,968.60 $0.001 $ 45,879,917.94
| NOx Allowances |
For the Expense Month Ending July 31, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Total NOx 2006 Emission Allowances in Inventory”
Quantity 2,143.70 900.0 1,112.6 $0 1,931.10
Dollars $1,083,789.86] $1,833,000.00} $1,066,208.60 $0] $1,850,581.26
$/Allowance $505.57 $2,036.67 $958.30 30 $958.30
Total Future Vintage Years NOx Allowances in Inventory*

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Quantity 730 200 0 0l % 930.00
Dollars $1,408,000.00] $340,250.00 $0.00 $0 $1,748,250.00
Total NOx Emission Allowances in Inventory
Quantity $ 2,873.70 1,100 1,113 0 2,861.10
Dollars $2,491,789.86| $2,173,250.00f $1,066,208.60 $0.00] $ 3,598,831.26

| Total SO2 & NOx Emission Allowances - Current and Future Vintage Years |

For the Expense Month Ending July 31, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 88,200 1,100 7,488 0 81,812.98
Dollars $51,323,676 $2,173,250 $4,018,177 $0 $49,478,749

*Includes coal-fired aliowances only.

Reflects purchases of 2007-2009 allowances which occurred in February, May, and June of 2006.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending July 31, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total
11th previous month $140,877 $277,102 $417,979
10th previous month $93,694 $361,223 $454,917
9th previous month $31,128 $98,109 $129,237
8th previous month $4,513 $327,933 $332,446
7th previous month $819,053 $431,266 $1,250,319
6th previous month -$328 $186,435 $186,108
5th previous month $52,362 $341,025 $393,386
4rd previous month $58,250 $452,220 $510,470
3nd previous month $29,043 $161,938 $190,980
2nd previous month $136,102 $136,837 $272,939
Previous month $145,131 $472,979 $618,110
Current Month $217,701 $853,116 $1,070,816
Total 12 Month O&M $1,727 526 $4,100,182 $5,827,708
Average Monthly O&M $143,960 $341,682 $485,642
Determination of Working
Capital Allowance
12 Months $1,727,526 $4,100,182 $5,827,708
O&M Expense
One-Eighth (1/8) of 12 Month $215,941 $512,523 $728,463

O&M Expenses
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Form 2.5

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending July 31, 2006

Expense Type Account Description Amount
Maintenance
50144 Fuel Coal Gilbert $77,484
51241 Maintenance of Boiler Plant Spurlock 1 $68,621
51242 Maintenance of Boiler Plant Spurlock 2 $72
51244 Maintenance of Boiler Plant Gilbert $499,766
T $645,943
Air Permit Fees
50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
$0
Operating Expense - Ammonia and Limestone
50641 Misc Steam Power Expense - Spurlock 1 $149,007
50642 Misc Steam Power Expense - Spurlock 2 $0
50644 Misc Steam Power Expense - Gilbert $275,866
$424,873
Summary: Gilbert and Non-Gilbert Accounts
Gilbert
50144 Fuel Coal Gilbert $77,484
51244 Maintenance of Boiler Plant Gilbert $499,766
50644 Misc Steam Power Expense - Gilbert $275,866
Total - Gilbert $853,116
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1 $68,621
51242 Maintenance of Boiler Plant Spurlock 2 $72
50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
50641 Misc Steam Power Expense - Spurlock 1 $149,007
50642 Misc Steam Power Expense - Spurlock 2 L 30
Total - Non Gilbert $217,701
Total Monthly Total $1,070,816
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending August 31, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 13.00%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 12.49%

Effective Date for Billing: Bills issued beginning October 1, 2006 covering service
rendered beginning September 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: September 20, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1

Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)

For the Expense Month Ending August 31, 2006

1 E{(m) = RORB + OE - BAS

2 Rate Base $237,248,984
3 Rate Base / 12 $19,770,749
4 Rate of Return 5.66%
5 Return on Rate Base (RORB) $1,119,024
6 Operating Expenses (OE) $5,511,929
7 By-Product and Emission Allowance Sales (BAS) $0
8 Sub-Total E(m) $6,630,954
9 Member System Allocation Ratio for the Month 99.00%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $6,564,644
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $6,564,644
13 R(m) = Average Monthly Member System $50,511,519
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 13.00%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending August 31, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

$221,507,350
$0

Subtotal $221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $193,899
Inventory - Emission Allowances $46,033,839
Cash Working Capital Allowance $786,708
Subtotal $47,014,446
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $31,272,812
Subtotal $31,272,812

Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

$237,248,984

Monthly O&M Expense $524,472
Monthly Depreciation and Amortization Expense $806,616
Monthly Taxes Other Than Income Taxes $24,586
Monthly Insurance Expense $35,845
Monthly Emission Allowance Expense $4,120,410
Monthly Surcharge Consultant Fee 30
Total Pollution Control Operating Expense $5,511,929
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending August 31, 2006

KIUC Request 2
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(1) 2) (3) 4) (5) (6) (7)
e Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)+(3)+(4)-(5)
Spare Parts
Limestone $213,028 $260,269 $279,398 $193,899

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report
Inventory and Expense of Emission Allowances
For the Expense Month Ending August 31, 2006

| S02 Allowances |
For the Expense Month Ending August 31, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Total 2006 SO2 Emission Allowances in Inventory*
Quantity 60,451.88 - 6,630.90 - 53,820.98
Dollars $ 27,992,917.94 $0.00| $3,070,512.25 30} § 24,922,405.69
$/Allowance $463.06 $463.06 30 $463.06
Total Future Vintage Years SO2 Allowances in Inventory*

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Quantity 18,500.00 1,000.00 0.00 0.00 19,500.00
Dollars $17,887,000.00 $675,500.QO $0.00 $0] $18,562,500.00
Total SO2 Emission Allowances in Inventory
Quantity 78,951.88 1,000.00 6,630.90 0.00 73,320.98
Dollars $45,879,917.94| $675,500.00{ $3,070,512.25 $0.00] $ 43,484,905.69

[ NOx Allowances |

Fbr the Expense Month Ending August 31, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory

Total NOx 2006 Emission Allowances in Inventory*
Quantity 1,931.10 0.00 1,095.58 0.00 835.52
Dollars $1,850,581.26 $0.00] $1,049,898.22 $0 $800,683.04
$/Allowance $958.30 $958.30 $0 $958.31
Total Future Vintage Years NOx Allowances in Inventory*
Beginning Allocations/ ' Ending
Inventory Purchases Utilized Sold Inventory
Quantity 930.00 0.00 0.00 0.00 930.00
Dollars $1,748,250.00 $0.00 $0.00 $0 $1,748,250.00
Total NOx Emission Allowances in Inventory
Quantity 2,861.10 0.00 1,095.58 0.00 1,765.62
Dollars $3,598,831.26 $0.00| $1,049,898.22 $0.00| $ 2,548,933.04

I Total SO2 & NOx Emission Allowances - Current and Future Vintage Years |

For the Expense Month Ending August 31, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory

Quantity 81,812.98 1,000.00 7,726.48 0.00 75,086.50
Dollars $49,478,749 $675,500 $4,120,410 30 $46,033,839

*Includes coal-fired allowances only.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending August 31, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $93,694 $361,223 $454,917
10th previous month $31,128 $98,109 $129,237
9th previous month $4,513 $327,933 $332,446
8th previous month $819,053 $431,266 $1,250,319
7th previous month -$328 $186,435 $186,108
6th previous month $52,362 $341,025 $393,386
5th previous morith $58,250 $452,220 $510,470
4rd previous month $29,043 $161,938 $190,980
3nd previous month $136,102 $136,837 $272,939
2nd previous month $145,131 $472,979 $618,110
Previous month $217,701 $853,116 $1,070,816
Current Month $326,583 $557,352 $883,935
Total 12 Month O&M $1,913,231 $4,380,432 $6,293,663
Average Monthly O&M $159,436 $365,036 $524,472
Determination of Working

Capital Allowance

12 Months $1,913,231 $4,380,432 $6,293,663
O&M Expense

One-Eighth (1/8) of 12 Month $239,154 $547,554 $786,708

O&M Expenses




East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending August 31, 2006

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spuriock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
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Amount

$103,801
$40,087
$72,020
$174,154

$390,062

$0
$0
$0

$0

$214,475
$0
$279,398

$493,873

$103,801
$174,154
$279,398

$557,352

$40,087
$72,020
$0

$0

$0
$214,475
$0

$326,583

$883,935

Form 2.5
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending September 30, 2006

MESF = CESF - BESF

Where:
CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor
Calculation of MESF:
CESF, from ES Form 1.1 = 11.80%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 11.29%

Effective Date for Billing: Bills issued beginning November 1, 2006 covering service
rendered beginning October 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: October 20, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)

For the Expense Month Ending September 30, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base $240,447,221
3 Rate Base / 12 $20,037,268
4 Rate of Return 5.66%
5 Return on Rate Base (RORB) $1,134,109
6 Operating Expenses (OE) $4,796,929
7 By-Product and Emission Allowance Sales (BAS) 30
8 Sub-Total E(m) $5,931,038
9 Member System Allocation Ratio for the Month 99.13%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $5,879,438
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $5,879,438
13 R(m) = Average Monthly Member System $49,813,879
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 11.80%

E(m)/ R(m); as a % of Revenue



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs
For the Expense Month Ending September 30, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP
Subtotal
Additions:
Inventory - Spare Parts
Inventory - Limestone
Inventory - Emission Allowances
Cash Working Capital Allowance
Subtotal
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant
Subtotal
Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense
Monthly Depreciation and Amortization Expense
Monthly Taxes Other Than Income Taxes
Monthly Insurance Expense
Monthly Emission Allowance Expense
Monthly Surcharge Consultant Fee

Total Pollution Control Operating Expense

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales
(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month
Period Ending

Revenue Collected for Six-Month Period Ending

Net (Over)/Under Recovery (Row 1 - Row 2)

Amortization of Net (Over)/Under Recovery
Line (3)/6

KIUC Request 2
Page 104 of 146

$221,507,350
$0
$221,507,350

$0

$209,901
$49,929,383
$880,016
$51,019,299

$32,079,428
$32,079,428
$240,447,221

$586,677
$806,616
$24,586
$35,845
$3,343,205
%0
$4,796,929

$0

Form 2.0
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending September 30, 2006
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(2)

3)

(4)

()

(6)

(7)

)

Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustmenis | Ultilized Inventory Adjustment
(2)+(3)*+(4)-(5)
Spare Parts
Limestone $193,899 $166,833 $150,831 $209,901

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3
Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending September 30, 2006

| S02 Allowances 1

For the Expense Month Ending September 30, 2006

Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total 2006 SO2 Emission Allowances in Inventory”
Quantity 53,820.98 10,000.00 4,938.30 - 58,882.68
Dollars $ 24,922,405.69 | $6,457,250.00] $2,428,075.41 $0] $ 28,951,580.28
$/Allowance $463.06 $645.73 $491.6824 $0 $491.68

Total Future Vintage Years SO2 Allowances in Inventory*

Beginning Allocations/ Ending
R Inventory Purchases Utilized Sold Inventory
Quantity 19,500.00 0.00 0.00 0.00 19,500.00
Dollars $18,562,500.00 $0.00 $0.00 $0| $18,562,500.00
Total SO2 Emission Allowances in Inventory
Quantity 73,320.98 10,000.00 4,938.30 0.00 78,382.68
Dollars $43,484,905.69| $6,457,250.00| $2,428,075.41 $0.00! $ 47,514,080.28

| NOx Allowances |

For the Expense Month Ending September 30, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold inventory
Total NOx 2006 Emission Allowances in Inventory*
Quantity 835.52 526.00 787.50 0.00 574.02
Dollars $800,683.04| $781,498.50| $915,129.25 $0 $667,052.29
$/Allowance $958.31 $1,485.74 $1,162.07 30 $1,162.07
Total Future Vintage Years NOx Allowances in Inventory®

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Quantity 930.00 0.00 0.00 0.00 930.00
Dollars $1,748,250.00 $0.00 $0.00 50 $1,748,250.00
Total NOx Emission Allowances in Inventory
Quantity 1,765.52 526.00 787.50 0.00 1,504.02
Dollars $2,548,933.04| $781,498.50f $915,129.25 $0.00{ $§ 2,415,302.29
r Total SO2 & NOx Emission Allowances - Current and Future Vintage Years |
For the Expense Month Ending September 30, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory
Quantity 75,086.50 10,526.00 5,725.80 0.00 79,886.70
Dollars $46,033,839 $7,238,749 $3,343,205 $0 $49,929,383

*Includes coal-fired allowances only.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending September 30, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $31,128 $98,109 $129,237
10th previous month $4,513 $327,933 $332,446
9th previous month $819,053 $431,266 $1,250,319
8th previous month -$328 $186,435 $186,108
7th previous month $52,362 $341,025 $393,386
6th previous month $58,250 $452,220 $510,470
5th previous month $29,043 $161,938 $190,980
4rd previous month $136,102 $136,837 $272,939
3nd previous month $145,131] $472,979 $618,110
2nd previous month $217,701 $853,116 $1,070,816
Previous month $326,583 $557,352 $883,935
Current Month $216,011 $985,368 $1,201,379
Total 12 Month O&M $2,035,548 $5,004,577 $7,040,125
Average Monthly O&M $169,629 $417,048 $586,677
Determination of Working

Capital Allowance

12 Months $2,035,548 $5,004,577 $7,040,125
O&M Expense

One-Eighth (1/8) of 12 Month $254,443 $625,572 $880,016
O&M Expenses




]

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses

For the Expense Month Ending September 30, 2006

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total
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Amount

$132,498
$60,629
$5,306
$702,040

T $900,472

$0
$0
$0

$0

$150,076
$0
$150,831

$300,907

$132,498
$702,040
$150,831

$985,368

$60,629
$5,306
$0

$0

$0
$150,076

—— %0
$216,011

$1,201,379

Form 2.5
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending October 31, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1, = 10.44%
BESF, from Case No. 2004-00321 = 051%
MESF = 9.93%

Effective Date for Billing: Bills issued beginning December 1, 2006 covering service
rendered beginning November 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: November 20, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending October 31, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base $245,713,435
3 Rate Base / 12 $20,476,120
4 Rate of Return = 5.66%
5 Return on Rate Base (RORB) + $1,158,948
6 Operating Expenses (OE) + $4,082,642
7 By-Product and Emission Allowance Sales (BAS) - %0
8 Sub-Total E(m) . $5,241,591
9 Member System Allocation Ratio for the Month 99.07%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $5,192,844
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, 30
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $5,192,844
13 R(m) = Average Monthly Member System $49,751,990
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 10.44%

E{m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending October 31, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

$221,507,350
50

Subtotal $221,507,350
Additions:
inventory - Spare Parts $0
Inventory - Limestone $216,767
Inventory - Emission Allowances $55,940,177
Cash Working Capital Allowance $935,186
Subtotal $57,092,130
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant __$32,886,045
Subtotal $32,886,045
Environmental Compliance Rate Base $245,713,435
Determination of Pollution Control Operating Expenses
Monthly O&M Expense $623,457
Monthly Depreciation and Amortization Expense $806,616
Monthly Taxes Other Than Income Taxes $24,586
Monthly Insurance Expense $35,845
Monthly Emission Allowance Expense $2,592,138
Monthly Surcharge Consultant Fee _ $0
Total Pollution Control Operating Expense $4,082,642

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

$0

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending October 31, 2006
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) (2) (3) 4) (5) (6) (7)
S Beginning Other Ending Reason(s) for
inventory | Purchases | Adjustments | Ulilized inventory Adjustment
(2)+(3}+(4)-(5)
Spare Parts
Limestone $209,901 $227,782 $220,916 $216,767

Total

Form 2.2



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending October 31, 2006
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l

S02 Aliowances

For the Expense Month Ending October 31, 2006

Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total 2006 SO2 Emission Allowances in Inventory* _
Quantity 58,882.68 5,000.00 5,239.60 - 58,643.08
Dollars $ 28,951,580.28 | $2,652,500.00] $2,592,138.00 30} $ 29,011,942.28
$/Allowance $491.68 $530.50 $494.72 $0 $494.72
Total Future Vintage Years SO2 Allowances in Inventory*
. : Beginning Allocations/ Ending
o inventory Purchases Utilized Sold Inventory
Quantity 19,500.00 7,000.00 0.00 0.00 26,500.00
Dollars $18,562,500.00] $4,396,250.00 $0.00 $0] $22,958,750.00
Total SO2 Emission Allowances in Inventory
Quantity 78,382.68 12,000.00 5,239.60 0.00 85,143.08
Dollars $47,514,080.28| $7,048,750.00| $2,592,138.00 $0.00{ § 51,970,692.28
| NOx Allowances
For the Expense Month Ending October 31, 2006
Beginning Allocations/ Ending
inventory Purchases Utilized Sold Inventory
Total NOx 2006 Emission Allowances in Inventory*
Quantity 574.02 1,057.00 0.00 0.00 1,631.02
Dollars $667,052.29] $1,423,622.50 $0.00 30} $2,090,674.79
$/Allowance " $1,162.07 $1,346.85 $0.00 50 $1,281.82
Total Future Vintage Years NOx Allowances in Inventory*
Beginning Aliocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 930.00 109.00 0.00 0.00 1,039.00
Dollars $1,748,250.00] $130,560.00 $0.00 $0 $1,878,810.00
Total NOx Emission Allowances in Inveniory
Quantity 1,504.02 1,166.00 0.00 0.00 2,670.02
Dollars $2,415,302.29] $1,554,182.50 $0.00 $0.00] § 3,969,484.79

I Total SO2 & NOx Emission Allowances - Current and Future Vintage Years

For the Expense Month Ending October 31, 2006
Inventory

Beginning Aliocations/ Ending
Purchases Utilized Sold Inventory
Quantity 79,886.70 13,166.00 5,239.60 0.00 87,813.10
Dollars $49,929,383 $8,602,933 $2,592,138 $0 $55,940,177

*Includes coal-fired allowances only.

Form 2.3



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
0O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending October 31, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $4,513 $327,933 $332,446
10th previous month $819,053 $431,266 $1,250,319
9th previous month -$328 $186,435 $186,108
8th previous month $52,362 $341,025 $393,386
7th previous month $58,250 $452,220 $510,470
6th previous month $29,043 $161,938 $190,980
5th previous month $136,102 $136,837 $272,939
4rd previous month $145,131 $472,979 $618,110
3nd previous month $217,701 $853,116 $1,070,816
2nd previous month $326,583 $557,352 $883,935
Previous month $216,011 $985,368 $1,201,379
Current Month $83,829 $486,769 $570,598
Total 12 Month O&M $2,088,249 $5,393,238 $7,481,487
Average Monthly O&M $174,021 $449,436 $623,457
Determination of Working

Capital Allowance

12 Months $2,088,249 $5,393,238 $7,481,487
O&M Expense

One-Eighth (1/8) of 12 Month $261,031 $674,155 $935,186

O&M Expenses




1

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending October 31, 2006

t

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gitbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
Page 118 of 146

Amount

$61,019
$20,070
-$368
$204,834

$285,556

$0
$0
$0

$0

$64,127
$0
$220,916
$285,042

$61,019
$204,834
_$220,916
$486,769

$20,070
-$368
$0

$0

$0
$64,127
$0
$83,829

$570,598

Form 2.5
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending November 30, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 10.02%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 951%

Effective Date for Billing: Bills issued beginning January 1, 2007 covering service
rendered beginning December 1, 2006.

Submitted by:

Title: Pricing Manager

Date Submitted: December 20, 2006
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending November 30, 2006

1 E(m) = RORB + OE - BAS

2 Rate Base $249,719,347
3 Rate Base / 12 $20,809,946
4 Rate of Return = 5.66%
5 Return on Rate Base (RORB) + $1,177,843
6 Operating Expenses (OE) + $3,810,016
7 By-Product and Emission Allowance Sales (BAS) - $0
8 Sub-Total E(m) $4,987,859
9 Member System Allocation Ratio for the Month 99.06%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $4,940,974
Allocation Ratio
11 Adjustment for {Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $4,940,974
13 R(m) = Average Monthly Member System $49,316,808
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 10.02%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs
For the Expense Month Ending November 30, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP

Subtotal $221,507,350
Additions:
Inventory - Spare Parts $0
Inventory - Limestone $238,548
Inventory - Emission Allowances $60,430,475
Cash Working Capital Allowance $1,018,609
Subtotal $61,687,632
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $33,475,635
Subtotal $33,475,635

Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense $679,072
Monthly Depreciation and Amortization Expense $589,408
Monthly Taxes Qther Than Income Taxes $24,586
Monthly insurance Expense $35,845
Monthly Emission Allowance Expense $2,481,105
Monthly Surcharge Consultant Fee 30
Total Pollution Control Operating Expense $3,810,016
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0

(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

$221,507,350
$0

$249,719,347

E(m) Revenue Requirement for Six Month $
Period Ending

Revenue Collected for Six-Month Period Ending $
Net (Over)/Under Recovery (Row 1 - Row 2) $
Amortization of Net (Over)/Under Recovery $

Line (3)/6
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending November 30, 2006
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; (2) (3) 4) ) (6) (7)
| Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)+(3)+(4)-(5)
Spare Parts
Limestone $216,767 $284,587 $262,805 $238,548
Total

Form 2.2



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending November 30, 2006
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I

802 Allowances

or the Expense Month Ending November 30, 2006

-

Beginning Allocations/ Ending
Inventory Purchases Utilized Sold inventory
Total 2006 SO2 Emission Allowances in Inventory*
Quantity 58,643.08 2,500.00 5,010.70 - 56,132.38
Dollars $ 29,011,942.28 | $1,263,750.00; $2,481,105.12 $0} § 27,794,587.16
$/Allowance $494.72 $505.50 $495.16 $0 $495.16
Total Future Vintage Years SO2 Allowances in Inventory*
- ) Beginning Allocations/ Ending
. Inventory Purchases Utilized Sold inventory
Quantity 26,500.00 32,000.00 0.00 0.00 58,500.00
Dollars $22,958,750.00] $5,000,000.00 $0.00 $0] $27,958,750.00
Total SO2 Emission Allowances in Inventory
Quantity 85,143.08 34,500.00 5,010.70 0.00 114,632.38
Dollars $51,970,692.28] $6,263,750.00{ $2,481,105.12 $0.00f § 55,753,337.16
| NOx Allowances
For the Expense Month Ending November 30, 2006
"~ Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total NOx 2006 Emission Allowances in Inventory*
Quantity 1,631.02 858.00 0.00 0.00 2,489.02
Dollars $2,090,674.79| $707,653.50 $0.00 50! $2,798,328.29
$/Allowance $1,281.82 $824.77 $0.00 $0 $1,124.27
Total Future Vintage Years NOx Allowances in Inventory*
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 1,039.00 0.00 0.00 0.00 1,039.00
Dollars $1,878,810.00 $0.00 $0.00 $0 $1,878,810.00
Total NOx Emission Allowances in Inventory
Quantity 2,670.02 858.00 0.00 0.00 3,528.02
Dollars $3,969,484.79] $707,653.50 $0.00 $0.00] $ 4,677,138.29

| Total SO2 & NOx Emission Allowances - Current and Future Vintage Years

For the Expense Month Ending November 30, 2006

Beginning Allocations/ Ending

Inventory Purchases Utilized Sold Inventory v
Quantity 87,813.10 35,358.00 5,010.70 0.00 118,160.40
Dollars $55,940,177 $6,971,404 $2,481,105 $0 $60,430,475

*Includes coal-fired allowances only.

Form 2.3



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending November 30, 2006

KIUC Request 2
Page 126 of 146

Form 2.4

O&M Expenses

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month $819,053 $431,266 $1,250,319
10th previous month -$328 $186,435 $186,108
9th previous month $52,362 $341,025 $393,386
8th previous month $58,250 $452,220 $510,470
7th previous month $29,043 $161,938 $190,980
6th previous month $136,102 $136,837 $272,939
5th previous month $145,131 $472,979 $618,110
4rd previous month $217,701 $853,116 $1,070,816
3nd previous month $326,583 $557,352 $883,935
2nd previous month $216,011 $985,368 $1,201,379
Previous month $83,829 $486,769 $570,598
Current Month $131,5638 $868,290 $999,828
Total 12 Month O&M $2,215,274 $5,933,594 $8,148,868
Average Monthly O&M $184,606 $494,466 $679,072
Determination of Working

Capital Allowance

12 Months $2,215,274 $5,933,594 $8,148,868
O&M Expense

One-Eighth (1/8) of 12 Month $276,909 $741,699 $1,018,609
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Form 2.5
East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending November 30, 2006

Expense Type Account Description Amount

Maintenance

50144 Fuel Coal Gilbert $112,267
51241 Maintenance of Boiler Plant Spurlock 1 $108,994
51242 Maintenance of Boiler Plant Spurlock 2 $1,254
51244 Maintenance of Boiler Plant Gilbert $493,217
$715,732
Air Permit Fees

50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock $0
T %0

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1 $21,291
50642 Misc Steam Power Expense - Spurlock 2 $0
50644 Misc Steam Power Expense - Gilbert $262,805
$284,096
Summary; Gilbert and Non-Gilbert Accounts
Gilbert
50144 ) Fuel Coal Gilbert $112,267
51244 Maintenance of Boiler Plant Gilbert $493,217
50644 Misc Steam Power Expense - Gilbert $262,805
Total - Gilbert $868,290
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1 $108,994
51242 Maintenance of Boiler Plant Spurlock 2 $1,254
50621 Misc Steam Power Environmental Dale $0
50631 Misc Steam Power Environmental Cooper $0
50645 Misc Steam Power Environmental Spurlock 50
50641 Misc Steam Power Expense - Spurlock 1 $21,291
50642 Misc Steam Power Expense - Spurlock 2 $0
Total - Non Gilbert $131,538

Total Monthly Total $999,828
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending December 31, 2006
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 8.85%
BESF, from Case No. 2004-00321 = 051%
MESF = 8.34%

Effective Date for Billing: Bills issued beginning February 1, 2007 covering service
rendered beginning January 1, 2007.

Submitted by:

Title: Pricing Manager

Date Submitted: January 19, 2007
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East Kentucky Power Cooperative, Inc. Form 1.1

Environmental Surcharge Report
Calculation of Current Month Environmental Surcharge Factor (CESF)

For the Expense Month Ending December 31, 2006

1 E{(m) = RORB + OE - BAS

2 Rate Base $247,427,188
3 Rate Base / 12 $20,618,932
4 Rate of Return 5.66%
5 Return on Rate Base (RORB) $1,167,032
6 Operating Expenses (OE) $3,171,383
7 By-Product and Emission Allowance Sales (BAS) - $0
8 Sub-Total E(m) $4,338,415
9 Member System Allocation Ratio for the Month 99.41%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $4,312,818
Allocation Ratio
11 Adjustment for (Over)/Under Recovery, $0
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $4,312,818
13 R(m) = Average Monthly Member System $48,747,953
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 8.85%

E(m) / R(m); as a % of Revenue



East Kentucky Power Cooperative, Inc.

Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs

For the Expense Month Ending December 31, 2006

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Poliution CWIP
Subtotal
Additions:
Inventory - Spare Parts
Inventory - Limestone
Inventory - Emission Allowances
Cash Working Capital Allowance
Subtotal
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant
Subtotal
Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense
Monthly Depreciation and Amortization Expense
Monthly Taxes Other Than income Taxes
Monthly Insurance Expense
Monthly Emission Allowance Expense
Monthly Surcharge Consultant Fee

Total Pollution Control Operating Expense

Gross Proceeds from By-Product and Emission Allowance Sales

Total Proceeds from By-Product and Allowance Sales
(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences

E{m) Revenue Requirement for Six Month
Period Ending

Revenue Collected for Six-Month Period Ending

Net (Over)/Under Recovery (Row 1 - Row 2)

Amortization of-Net (Over)/Under Recovery
Line (3)/6

KIUC Request 2
Page 131 of 146

$221,507,350
- %0
$221,507,350

$0

$248,142
$58,680,178
$1,056,746
$59,985,066

534,065,228
" $34,065,228
$247,427,188

$704,497
$589,408
$24,586
$35,845
$1,817,047
— 30
$3,171,383

$0

Form 2.0
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East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending December 31, 2006
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(1) (2) (3) 4) (5) (6) (7)
T Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Utilized Inventory Adjustment
(2)+(3)+4)-(5)
Spare Parts
Limestone $238,548| $332,869 $323,275 $248,142

Total

Form 2.2
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East Kentucky Power Cooperative, Inc. Form 2.3

Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending December 31, 2006

S02 Allowances

For the Expense Month Ending December 31, 2006
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total 2006 SO2 Emission Allowances in Inventory”
Quantity 56,132.38 - 4,263.10 - 51,869.28

(1)|Dollars $27,794,587 $250 $2,110,941 $0 $25,683,896
$/Allowance $495.16 $0.00 $495.17 $0 $495.17
Total Future Vintage Years SO2 Allowances in Inventory*

Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 58,500.00 0.00 0.00 0.00 58,500.00
Dollars $27,958,750 $0 $0 - $0 $27,958,750
Total SO2 Emission Allowances in Inventory
Quantity 114,632.38 0.00 4,263.10 0.00 110,369.28
Dollars $55,753,337 $250 $2,110,941 $0 $53,642,646
| NOx Allowances
For the Expense Month Ending December 31, 2006
Beginning Allocations/ Ending
inventory Purchases Utilized Sold Inventory
Total NOx 2006 Emission Allowances in Inventory*

(2)|Quantity 2,489.02 100.00 (265.60) 0.00 2,854.62
Dollars $2,798,328 $66,500 ($293,894) $0 $3,158,723
$/Allowance $1,124.27 $665.00 $1,106.53 $0 $1,106.53
Total Future Vintage Years NOx Allowances in Inventory*

Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 1,039.00 0.00 0.00 0.00 1,039.00
Dollars $1,878,810 $0 $0 $0 $1,878,810
Total NOx Emission Allowances in Inventory
Quantity 3,528.02 100.00 (265.60) 0.00 3,893.62
Dollars © $4,677,138 $66,500 ($293,894) $0 $5,037,533

| Total 802 & NOx Emission Allowances - Current and Future Vintage Years

For the Expense Month Ending December 31, 2006
Beginning Aliocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 118,160.40 100.00 3,997.50 0.00 114,262.90
Dollars $60,430,475 $66,750 $1,817,047 $0 $58,680,178

*Includes coal-fired allowances only.
(1) $250 expense is for a prior month's adjustment.
(2) 265.60 NOx allowances were added back to inventory representing prior periods adjustments.




East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance

For the Expense Month Ending December 31, 2006
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Form 2.4

Eligible O&M Expenses Non-Gilbert Gilbert Total

11th previous month -$328 $186,435 $186,108
10th previous month $52,362 $341,025 $393,386
9th previous month $58,250 $452,220 $510,470
8th previous month $29,043 $161,938 $190,980
7th previous month $136,102 $136,837 $272,939
6th previous month $145,131 $472,979 $618,110
5th previous month $217,701 $853,116 $1,070,816
4rd previous month $326,583 $557,352 $883,935
3nd previous month $216,011 $985,368 $1,201,379
2nd previous month $83,829 $486,769 $570,598
Previous month $131,538 $868,290 $999,828
Current Month $947 801 $607,617 $1,555,418
Total 12 Month O&M $2,344,022 $6,109,945 $8,453,967
Average Monthly O&M $195,335 $509,162 $704,497
Determination of Working

Capital Allowance

12 Months $2,344,022 $6,109,945 $8,453,967
O&M Expense

One-Eighth (1/8) of 12 Month $293,003 $763,743 $1,056,746
O&M Expenses ’




East Kentucky Power Cooperative, inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending December 31, 2006

Expense Type ' Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

50644 Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spuriock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50842 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Tota! Monthly Total

KIUC Request 2
Page 136 of 146

Amount

$275,647
$5,320
$832
$8,694

"$200.493

$290,663
$3086,010
$303,406

$900,079

$41,571
$0
$323,275

$364,846

$275,647
$8,694
$323,275

$607,617

$5,320

$832
$290,663
$306,010
$303,406
$41,571

— %0
$947,801

_S1.555,418

Form 2.5
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
For the Expense Month Ending January 31, 2007
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 9.88%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 937%

Effective Date for Billing: Bills issued beginning March 1, 2007 covering service
rendered beginning February 1, 2007,

Submitted by: .

Title: Pricing Manager

Date Submitted: February 20, 2007
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East Kentucky Power Cooperative, Inc. Form 1.1
Environmental Surcharge Report

Calculation of Current Month Environmental Surcharge Factor (CESF)
For the Expense Month Ending January 31, 2007

1 E(m) = RORB + OE - BAS

2 Rate Base $245,917,021
3 Rate Base /12 $20,493,085
4 Rate of Return = 5.59%
5 Return on Rate Base (RORB) + $1,145,563
6 Operating Expenses (OE) + $4,149,128
7 By-Product and Emission Allowance Sales (BAS) - $0
8 Sub-Total E(m) $5,294,691
9 Member System Allocation Ratio for the Month 99.37%
(Form 3.0)
10 Subtotal E(m) = Subtotal E(m) x Member System $5,261,335
Allocation Ratio
11 Adjustment for (Over)/Under Recovery ($438,215)
as applicable
12 E(m) = Subtotal E(m) plus (Over)/Under Recovery $4,823,120
13 R(m) = Average Monthly Member System $48,821,756
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)
14 CESF: 9.88%

E(m)/ R(m); as a % of Revenue
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East Kentucky Power Cooperative, Inc. Form 2.0

Environmental Surcharge Report
Revenue Requirements of Environmental Compliance Costs
For the Expense Month Ending January 31, 2007
Determination of Environmental Compliance Rate Base

Eligible Poliution Control Plant (Gross Plant)
Eligible Pollution CWIP

$221,507,350
$0

Subtotal $221,507,350
Additions:
inventory - Spare Parts $0
Inventory - Limestone $255,078
Inventory - Emission Allowances $57,731,949
Cash Working Capital Allowance $1,077,465
Subtotal $59,064,492
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant $34,654,821
Subtotal $34,654,821
Environmental Compliance Rate Base $245,917,021
Determination of Pollution Control Operating Expenses
Monthly O&M Expense $718,310
Monthly Depreciation and Amortization Expense $589,408
Monthly Taxes Other Than Income Taxes $24,586
Monthly Insurance Expense $35,845
Monthly Emission Allowance Expense $2,780,979
Monthly Surcharge Consuitant Fee $0
Total Pollution Control Operating Expense $4,149,128
Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales $0
(Over)/Under Recovery of Monthly
Surcharge Due to Timing Differences
E(m) Revenue Requirement for Six Month $24,588,123
Period Ending November 2005
Revenue Collected for Six-Month Period Ending December 2005 $27,217,411
Net (Over)/Under Recovery (Row 1 - Row 2) ($2,629,288)
Amortization of Net (Over)/Under Recovery ($438,215)

Line (3)}/6
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East Kentucky Power Cooperative, Inc.

Environmental Surcharge Report

Inventories of Spare Parts and Limestone

For the Expense Month Ending January 31, 2007
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(1) 2) (3) (4) (5) (6) (7)
s Beginning Other Ending Reason(s) for
Inventory | Purchases | Adjustments | Ultilized Inventory Adjustment
(2)+(3)+(4)-(5)
Spare Parts
Limestone $248,142 $308,238 $301,302 $255,078

Total

Form 2.2



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Inventory and Expense of Emission Allowances

For the Expense Month Ending January 31, 2007
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Form 2.3

S502 Allowances

For the Expense Month Ending January 31, 2007
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Total 2006 SO2 Emission Allowances in inventory*
Quantity 51,869.28 39,564.00 6,212.20 - 85,221.08
Dollars $25,683,8905] $15,247,500 $2,780,979 $0 $38,150,417
$/Allowance $495.17 $385.39 $447.66 $0 $447.66
Total Future Vintage Years SO2 Allowances in Inventory*
Beginning Allocations/ Ending
inventory Purchases Utilized Sold Inventory
Quantity 58,500.00 (33,600.00) 0.00 0.00 24,900.00
Dollars $27,958,750| ($13,414,750) $0 $0 $14,544,000
Total SO2 Emission Allowances in Inventory
Quantity 110,369.28 5,964.00 6,212.20 0.00 110,121.08
Dollars $53,642,645 $1,832,750 $2,780,979 $0 $52,694,417
| NOx Allowances |
For the Expense Month Ending January 31, 2007
Beginning Allocations/ Ending
Inventory Purchases Utilized Soid Inventory
Total NOx 2006 Emission Allowances in Inventory*
Quantity 2,854.62 4,076.00 0.00 0.00 6,930.62
Dollars $3,158,723 $1,586,500 $0 $0 $4,745,223
$/Allowance $1,106.53 $389.23 $0.00 $0 $684.67
Total Future Vintage Years NOx Allowances in Inventory*
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 1,039.00 (830.00) 0.00 0.00 209.00
Dollars . $1,878,810{ {$1,586,500) $0 $0 $292,310
Total NOx Emission Allowances in Inventory
Quantity 3,893.62 3,246.00 0.00 0.00 7,139.62
Dollars $5,037,533 $0 $0 $0 $5,037,533
i Total SO2 & NOx Emission Allowances - Current and Future Vintage Years |
For the Expense Month Ending January 31, 2007
Beginning Allocations/ Ending
Inventory Purchases Utilized Sold Inventory
Quantity 114,262.90 9,210.00 6,212.20 0.00 117,260.70
Doliars $58,680,178 $1,832,750 $2,780,979 $0 $57,731,949

*Includes coal-fired allowances only.



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report
O&M Expenses and Determination of Cash Working Capital Allowance
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Eiigible O&M Expenses Non-Gilbert Gilbert Total
11th previous month $52,362 $341,025 $393,386
10th previous month $58,250 $452,220 $510,470
9th previous month $29,043 $161,938 $190,980
8th previous month $136,102 $136,837 $272,939
7th previous month $145,131 $472,979 $618,110
6th previous month $217,701 $853,116 $1,070,816
5th previous month $326,583 $557,352 $883,935
4rd previous month $216,011 $985,368 $1,201,379
3nd previous month $83,829 $486,769 $570,598
2nd previous month $131,538 $868,290 $999,828
Previous month $947,801 $607,617 $1,555,418
Current Month ($3,873) $355,734 $351,861
Total 12 Month O&M $2,340,476 $6,279,244 $8,619,721
Average Monthly O&M $195,040 $523,270 $718,310
Determination of Working
Capital Allowance
12 Months $2,340,476 $6,279,244 $8,619,721
O&M Expense
One-Eighth (1/8) of 12 Month $292,560 $784,906 $1,077,465

O&M Expenses




I

East Kentucky Power Cooperative, Inc.
Environmental Surcharge
Operating and Maintenance Expenses
For the Expense Month Ending January 31, 2007

Expense Type Account Description

Maintenance

50144 Fuel Coal Gilbert

51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spurlock 2
51244 Maintenance of Boiler Plant Gilbert

Air Permit Fees

50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock

Operating Expense - Ammonia and Limestone

50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2
50644 : Misc Steam Power Expense - Gilbert

Summary: Gilbert and Non-Gilbert Accounts

Gilbert
50144 Fuel Coal Gilbert
51244 Maintenance of Boiler Plant Gilbert
50644 Misc Steam Power Expense - Gilbert
Total - Gilbert
Non-Gilbert
51241 Maintenance of Boiler Plant Spurlock 1
51242 Maintenance of Boiler Plant Spuriock 2
50621 Misc Steam Power Environmental Dale
50631 Misc Steam Power Environmental Cooper
50645 Misc Steam Power Environmental Spurlock
50641 Misc Steam Power Expense - Spurlock 1
50642 Misc Steam Power Expense - Spurlock 2

Total - Non Gilbert

Total Monthly Total

KIUC Request 2
Page 145 of 146
Form 2.5

Amount

$9,266
($35,143)
($2,899)

$45,166

T7$16,390

30
$0
$0

$0

$34,169

$0
_$301,302
$335,471

$9,266
$45,166
$301,302
$355,734

($35,143)
($2,899)
$0
$0
$0
$34,169

$351,861
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
FIRST DATA REQUEST RESPONSE
KIUC’S FIRST DATA REQUEST DATED 02/19/07
REQUEST 3
RESPONSIBLE PERSON: William A. Bosta
COMPANY: " East Kentucky Power Cooperative, Inc.
REQUEST 3. Please explain why the Company included all ECR revenue and

expense (and TIER) amounts in its filing and did not proform these amounts out.

RESPONSE 3. The Company did not eliminate the effect of the ECR revenues or

the ECR related expenses in the filing under the assumption that the ECR revenues cover
the related ECR costs for the test year as well as on an on-going basis. The ECR
currently includes a 1.15 TIER in the monthly calculation, and EKPC would not request
an adjustment of that TIER in the surcharge mechanism until this rate proceeding is
adjudicated and an application filed for approval under the ECR regulation. Such a
change, if necessary, would require months to secure, and would become part of the ECR
calculation at a later date. As a result, EKPC believes that there is no need for
elimination as the ECR revenues cover the ECR related expenses. The Company did
make an adjustment to recognize the one-month lag in ECR revenues compared to the

ECR expense month, and that is included in Exhibit F, Schedule 1.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
FIRST DATA REQUEST RESPONSE
KIUC’S FIRST DATA REQUEST DATED 02/19/07
REQUEST 4
RESPONSIBLE PERSON: William A. Bosta
COMPANY: East Kenticky Power Cooperative, Inc.
REQUEST 4. Please provide and quantify each ECR amount that is included in

the Company’s filing with sufficient detail that would allow the proforma removal of
these amounts from the filing for base ratemaking purposes. The ECR amounts in this
request include the interest on ECR debt projected at March 31, 2007, AFUDC on
approved ECR projects at March 31, 2007, depreciation on ECR investment using March
31, 2007 plant amounts, property tax expense based on ECR investment at September 30,
2006, and other test year ECR expense and test year end rate base amounts. Provide all
assumptions, computations, and workpapers, including electronic spreadsheets with

formulas intact, used to identify and quantify these amounts.

RESPONSE 4. Please see page 2.




1.

ECR Projected Interest Expense - March 2007

KIUC Request 4
Page 2 of 2

Gross Composite| Est. Interest
Loan Plant Interest Expense
Source 31-Mar-07 Rate Mar-07
Compliance Project (1) (2) (3) (4)
Gilbert Z-8 $69,612,000 4.74% $274,967
Spurlock 1 - Precipitator Y-8 $24,291,751 4.96% $100,406
Spurlock 1 - SCR Y-8 $82,442,907 4.96% $340,764
Spurlock 2 - SCR Y-8 $45,160,692 496% __ $186,664
Total $902,802

Based on the Commission Order in Case No. 2000-00439, the Commission
stated that "...it has long been recognized in the utility industry that capital
expenditures are financed by numerous sources of capital, and that it is
generally not possible to match capital expenditure with a specific source
of capital.” EKPC does not link each of the environmental assets of its
Compliance Plan with a specific source of financing.

AFUDC - March 2007 $0
Depreciation Expense - March 2007 $589,408
Property Tax Expense - March 2007 $24,586

Test Year: Emission O&M, and Insurance Expenses

| Emissions |  O&M | Insurance |

October-05 $2,628,449 $360,692 $26,696
November-05 $3,297,499 $370,143 $26,696
December-05 $858,837 $384,485 $26,696
January-06 $1,941,189 $375,996 $26,696

February-06 $2,297,606 $386,788 $26,696

March-06 $2,452,745 $414,305 $35,845

April-06 $2,399,266 $405,769 $35,845

May-06 $2,814,345 $410,162 $35,845

June-06 $3,118,733  $428,359 $35,845

July-06 $4,018,177 $485,642 $35,845

August-06 $4,120,410 $524,472 $35,845
September-06 $3,343,205 $586,677 $35,845

Test Year-End Base Rate Amounts (September 30, 2006)

Eligible Net Plant in Service

inventory - Limestone

Inventory - Emission Allowances
Cash Working Capital Allowances

$189,427,922
$209,901
$49,929,383
$880,016
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
FIRST DATA REQUEST RESPONSE
KIUC’S FIRST DATA REQUEST DATED 02/19/07
REQUEST 5
RESPONSIBLE PERSON: William A. Bosta
COMPANY: East Kentucky Power Cooperative, Inc.
REQUEST 5. Please provide a computation of the projected ECR revenue

requirement for the expense month of March 2007 based on the ECR amounts included
by the Company in its filing and following the ECR filing format. The Company should
utilize the approved ECR TIER of 1.15X for this purpose. It should be noted that this
request is for the revenue requirement computed in accordance with the ECR format, not
what the Company included in its rate increase filing. The most obvious difference in
this request compared to the preceding question is in the computation of interest expense
and TIER given that the ECR format follows a rate base methodology and the rate
increase filing follows a return on capitalization methodology. Provide all assumptions,
computations, and workpapers, including electronic spreadsheets with formulas intact,

used for this purpose.

RESPONSE 5. Information is provided on pages 2 through 10.
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East Kentucky Power Cooperative, Inc. Form 1.0
Environmental Surcharge Report

Calculation of Monthly Billed Environmental Surcharge Factor - MESF
PROJECTED for the Expense Month Ending March 31, 2007
MESF = CESF - BESF
Where:

CESF = Current Period Environmental Surcharge Factor
BESF = Base Period Environmental Surcharge Factor

Calculation of MESF:

CESF, from ES Form 1.1 = 10.26%
BESF, from Case No. 2004-00321 = 0.51%
MESF = 975%

Effective Date for Billing: Bills issued beginning May 1, 2007 covering service
rendered beginning April 1, 2007.

Submitted by:

Title: Pricing Manager

Date Submitted:April 20, 2007



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

KIUC Request 5

Calculation of Current Month Environmental Surcharge Factor (CESF)

PROJECTED for the Expense Month Ending March 31, 2007

1 E(m) = RORB + OE - BAS

2 Rate Base

3 Rate Base / 12

4 Rate of Return

5 Return on Rate Base (RORB)

6 Operating Expenses (OE)

7 By-Product and Emission Allowance Sales (BAS)

8 Sub-Total E(m)

9 Member System Allocation Ratio for the Month
(Form 3.0)

10 Subtotal E(m) = Subtotal E{m) x Member System
Allocation Ratio

11 Adjustment for (Over)/Under Recovery
as applicable

12 E(m) = Subtotal E(m) plus (Over)/Under Recovery

13 R(m) = Average Monthly Member System
Revenue for the 12 Months Ending with the
Current Expense Month (Form 3.0)

14 CESF:
E(m)/ R(m); as a % of Revenue

e

+

$243,076,218
$20,256,351
5.59%
$1,132,330

$4,440,698

$0

$5,573,028

98.19%

$5,472,156

($438,215)

$5,033,941

$49,060,947

10.26%

Page 3 of 10

Form 1.1



East Kentucky Power Cooperative, Inc.
Environmental Surcharge Report

Revenue Requirements of Environmental Compliance Costs
PROJECTED for the Expense Month Ending March 31, 2007

Determination of Environmental Compliance Rate Base

Eligible Pollution Control Plant (Gross Plant)
Eligible Pollution CWIP
Subtotal
Additions:
Inventory - Spare Parts
Inventory - Limestone
Inventory - Emission Allowances
Cash Working Capital Allowance
Subtotal
Deductions
Accumulated Depreciation on Eligible Pollution Control Plant
Subtotal
Environmental Compliance Rate Base

Determination of Pollution Control Operating Expenses

Monthly O&M Expense
Monthly Depreciation and Amortization Expense
Monthly Taxes Other Than Income Taxes
Monthly Insurance Expense
Monthly Emission Allowance Expense
Monthly Surcharge Consultant Fee

Total Pollution Control Operating Expense

Gross Proceeds from By-Product and Emission Allowance Sales
Total Proceeds from By-Product and Allowance Sales
(Over)/Under Recovery of Monthly

Surcharge Due to Timing Differences

E(m) Revenue Requirement for Six Month
Period Ending November 2005

Revenue Collected for Six-Month Period Ending December 2005
Net (Over)/Under Recovery (Row 1 - Row 2}

Amortization of Net (Over)/Under Recovery
Line (3)/6

KIUC Request 5
Page 4 of 10

$221,507,350
$0

$221,507,350

$0
$200,000
$56,121,650

__$1,080855

$57,402,505

_$35,833,637
$35,833,637
$243,076,218

$720,570
$589,408
$24,586
$35,845
$3,070,289
$0

$4,440,698

$0

$24,588,123

$27,217,411
($2,629,288)

(3438,215)

Form 2.0
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