
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

hi the Matter of  

APPLICATION OF SOUTH KENTUCKY RTJRAL, 
EL,ECTlUC COOPERATIVE CORPORATION FOR 1 CASE NO. 
THE APPROVAL TO PURCHASE THE FIXED ) 2007-00374 
ASSETS OF THE MONTICEL,LO EL,ECTRIC 
PLANT BOARD 

) 

RESPONSE TO COMMISSION STAFF’S 
FIRST DATA REQUEST 

Comes South Kentucky Rural Electric Cooperative Corporation (“South Kentucky” or 

“SKRECC”) arid files with the Commission an original and six (6) copies of the attached 

response to the Comniissioii Staffs First Data Request to South Kentucky Rural Electric 

Cooperative Corporation dated and served on September 14, 2007. Each copy has been 

placed in a bound vohune with each item separately tabbed. 

CERTIFICATION 

The undersigned, Allen Anderson, states that he is the President and Chief Executive 

Officer of South K.entucky Rural Electric Cooperative Corporation; that he supervised the 

preparation of the within response; and certifies that the within response is true and 

accurate to the best of his knowledge, information and belief fonned after reasonable 

inquiry 
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ALLEN ANDERSON 
PRESIDENT & CEO 
SOUTH KENTTJCKY RURAL ELECTRIC 
COOPERATIVE CORPORATION 
SOMERSET, KENTUCKY 42501 
(606) 45 1-4 123 

DARRELL, L. SAUNDERS 
ATTORNEY FOR SOUTH KENTUCKY 
RURAL, EL,ECTRIC COOPERATIVE 
CORPORATION 
700 MASTER STREET 
P.O. BOX 1324 
CORBIN, KENTUCKY 40702 
(606) 523-1370 TEL,EPHONE 
(606) 523-1372 FACSIMILE 

CERTIFICATE OF SERVICE 

I hereby certify that the original and six (6) true and correct copies of the above 

and foregoing were on this 21st day of September, 2007 personally delivered to the 

Public Service Commission, 21 1 Sower Blvd., P.O. Box 615, Frankfort, KY 40602- 

0615. I further certify that I have received no notice from the Public Service Conirnissioii 

that any other party is involved in this action. 

ATTORNEY FOR SOUTH KENTUCKY RURAL 
ELECTRIC COOPERATIVE CORPORATION 
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Item No. 'la 
Page 1 of 1 

Witness: ,Jim Adkins 

FI T 

Residental 2,770 
Gen Power - 5OkW 86 Under 566 
Gsn Power - Over 50 kW 93 
Street and Athletic 6 

45 
3,480 



Item 1 b 
Page 1 of 2 

Witness: Jim Adkins 

T 

Q. b. The most currently available load factor, load duration curves, customer density 
per mile of distribution line, and other operating and system characteristics of 
MEPB. 

R B. The MEPB load factor for the 12 months ending June 2007 is 46%. 
The customer density per mile of line as of June 2007 is 39.48 customers. 
System line losses for the 'I 2 month period ending June 2007 is 4.84%. 

Attached as page of this response is the load duration curve Cor the ME 
for the 12 month period ending June 2009. 



W 
N r- 
03 
r- r- 
m 
cl) 
co 
N 
0 
03 
cz) r- 
W 
b- 
0 m 
07 r- 
03 
cz) 
W 
N m 
W 
0 
m 
03 
N 
CQ 
d m 
0 
Lo 
Lo co 
Lo 
Lo 
W 
0 

b- co 
03 
d 
03 
m 
Lo 
d 
CT, 
03 

-4- 
0 
d 
03 
Q 

cz) 
d m 
N 

m 
m 
03 
b 
N 
w 
-4- 
N 
Lo 
0, 

N 
W 
9 

b- 
0, m 
03 w 
0 

CT, 
0, 
W 

0 
Lo 
m 

.r 

s: 

-7- 

-c 

z 

a 

E 

r 

T- 

7- 

0 
0 

8 
-7- 



69 69 

69 e 





TUC Itern No. 2a 

c . 2  374 Page 1 of 1 
Witness: Jim Adkins 

Kesidental 
clwer - 50kW QI Under 

Ger~ Power - Over 50 kW 
Public, S t  & Highway Lighting 
Other Sales To Public Auth. 

T 

57,468 
3,714 

422 
21 

7-31 
62,356 

Customer Density Per Mile of Distr. Line 



so Item 2b 
Page 1 of 2 

Wit ness : J im Ad kins 

Q. b. The most ciarrently available load factor, load duration curves, customer density 
per mile of distribution line, and other operating and system characteristics of 

ECC load factor for the 12 months ending December 2006 is 42.6%. 
The custoiner density per mile of line as of June 2007 is 9.49 customers. 
System line losses for the 12 month period ending June 2007 is 4.5%. 

Attached as page of this response is the load duration curve for the SKRECC 
for the 12 month period ending June 2007. 
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Item 3 
Page 1 of 2 

Witness: Jim Adkins 

T 

Bf the proposed acquisition takes place, provide the anticipated load factor 
and customer density per mile of distribution line of the combined ME 
South Kentucky system. Include all workpapers and assumptions used to 
determine these estimates. 

The load factor for the combined system would have been 42.5% for the 
period ending June 2007. 

eak demand was 354,369 kW and total energy was I ,3'l9,918,069 
kWh. 

The custmner density for the combined system would have been 9.89 
consumers per mite of Bine. 

The number of customers vmuld be 65,836 and 6,659 miles of h e  for the 
combirred system. 

Attached as page of this resp~i-ise is the load duration curve for t 
system for the 12 period ending in June 2007. 
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item No. 4 
Page I of 2 

Witness: Jim Adkins 

ESP TO e 

Q. Provide the following information concerning customer rates: 
ovide the ct~rrent rates being charged to 
vide a schedule matching the current M 

corresponding tariff rates for South Kentucky. 

customers. 
te schedules with the 

. a. Provided below are the  rates charged by the MEPB to its customers. 

9 
Residential - Includes 

art 1 -~- 
Commercial (Up to 50 kW) 

art 2 -.-_.---. 
kmJe Commercial (50 kW - 1000 kWh 

emand in excess of 50 GGVd 
irst 15,000 kWh of ene 

All energy in excess of 1 

Outdoor Lighting 
Facility Charge 

c: usto rn er Demand 
Charge Charge 
Month ---I Per kW 

$ 5.20 Nk 

$ 8.33 NA 

Energy 
Charge 
I Per kWh 

$ 0.06840 

$ 0.07635 

.$ 8.33 
$ 20.73 

$ 0.09705 
$ 0.04.043 

9; 8.33 
$ 10.33 
,$ 12.09 

$ 0.04115 

$ 0.05069 

I 



Item No. 4 
Page 2 of 2 

Witness: Jim Adltins 

E T  

b. Provided below are the rates of the MEPB with the corresponding tariff schedidles 
of SKRECC. 

Residential Sewice 

MEPB Schedule RS 
SMRECC Schedule A 

S rn a I I Cam m erci a I 
ME$ Schedule GSA Part 1 
SKRECC Schedule B 

Large Carnnvxcial 
Schedule GSA Part 2 
S ~ h d u l e s  LP, OPS, LP-1, LP-3 

chedule GSA Part 3 
PI, LP-5 or I_ 

Outdoor Lighting 
Schedule LS 
Sclwdules STL, DSPL, and OL 





A Motion was made by GIeii Massengale and seconded by Bill Shearer to approve 
execution of the buy-sell agreement with the Moilticello Plant Board for $4.686 million 
as presented by manageinent and to approve Allen negotiating any other additional terms 
and/or conditions that may be needed. Motion carried. 

I ATTEST THIS IS AN ACCURATE AND TRUE EXERT FROM THE MINUTES OF 
THE JANUARY 1 1,2007 BOARD OF DIRECTORS MEETING OF South Kentucky 
RECC 

.si I --.- . *, 1 





c 
Witness: Allen Andersan 

Q. 6. Concerning the notice ~f the proposed transaction to the customers of MEPB: 

a. To date, describe how t he  customers of MEPB have been i-sotified of the proposed 
transaction. 

b. Have any public meetings, discussion groraps, or forums been held to present and 
explain the proposed transaction? 

(1) IF yes, provide the dates of each meeting and, if available, the 
attendance at each meeting and summaries of any comments made 
at each meeting. 

(2) If no, explain in detail why such meetings have not been held. 

(3) Are any public meetings, discussion groups or forurns planned to be 
held prior to the November 6, 2007 election? xplain t he  response. 

A. The customers of ME have been inforwted of the proposed tramaction through a variety of 
of mediums from press releases, civic clubs meetings, direct mailings, booth displays at 
communities evertts, invitations to public forums and readings of the City Ordinance on the 
the prQpoSC?d Sde. 

Included En this response are the foollowing Communication Ian for Souih Ky WECC along with 
a sampling of the various communications. 





J anuary : 
Einployee m e  tings to inform about purchase 
Press Release regarding MEPB Decision 

elease regarding Monticello City Couiicil Decision 
Copy Gary Dishrnan and Mayor Catronz on all MEPB-related Press 

Releases 

February: 

e See if we can place Kentucky Living stand in MEPB office 
Begin meetings between einployees of MEPB and SKRECC to learn 
about each other, the two systems, etc. - during this time will he 
taltiizg photos and doing releases to local newspaper 

March: 

Press Release (work with Benmie) on all the projects that have been 
accoinplished in MonticelloPJVayne C,ounty 
Press Release on services available to SIGRECC meinbers 

April: 

Develop and send MEPB customers an  invitation to SKRECC Rriiiual 
Meeting 
Develop a bill stuffer about annual meeting for MEPB customer bills - 
in questioiz - may stuff in May bills 
1\/I;EPB Board meets April 12 - Mike Anderson to do a presentation 
(televised, about the positives of proposal) 
Develop couizter card or haizdout of key points, positive points, about 
proposal to be available to give MEPB customers. 
IaEPB will place an employee signed support letter in ~ustomer bills 
Kentucky Living magazine available at MEPB office 



May : 

tarinitial Report - Reiterate positives about proposed acquisition and 
what it would mean for MEPB customers - also reiterate our “ ~ o o ~ s ”  in 
Wayne County; include statement from Gary Dishman, 
Superintendelit, arid maybe some employees (SICRECC and I’dEPB) 
ahout proposed acquisition. 
Have Dennis Holt begin visiting MEPB LP accounts with an MEPB 
representative to get familiar with them. These visits may be spread 
out over several months. 
Letter of support from employees to be sent to Wayne County 
Outlook by MEPB. 
May 11 61 12 -Joint bootii with MEPR at Spring Festival 
Kentucky Living magazine available at MEPB office 

Kentucky Living article is proposed on a 95-year-old Wayne county 
woman - Nadene Bertram - who remembers what it was like when 
the co-op started there and electric came to lier iiouse (she still has 
and uses tlie original Philco refrigerator) 
Pmnual Meeting - have sorneone at special MEPB customer booth to 
handout ‘nucltetshulbs; answer questions about co-op or acquisition; 

ciistorneis up for special door prize. Invite MEPB 
to the dinner and to the meeting to work side by side with 

our enzployees, if they wish. Allen will address MEPB purchase in  his 
comments. 
Have MEPB work with SKRECC booth at County Fair 
Kentucky Living magazine available at MEPB office 

July: 
Begin special presentations at local Chamber of Commerce, Ag 
Council, Retired Teachers Association, Woman’s Club, L~OII’S Club, 
etc. about the co-op, what we do, how we have benefited Wayne 
County, arid touch on MEPB acquisition - special invitation and 
participation by Mayor, Gary Dishman, and MEPB Board Chairman 
Mike Anderson 



Have Eddie Black and on Bethel do a joint safety meeting for 
MEPB/SKRECC employees 
This month or next, place letter of support from SKRECC CEO, 
Manageinenit Team, and Employees in local newspaper. 
Kentucky Living magazine available at MEPB office 

August: 

Begin advertising public meeting or forum 
Press Release to reiterate the positives as well as inform about forum 
Have a joint employee work project - photos and release of it 
Kentucky Living magazine availaide at MEPB office 

Se p ternbe r : 

Hold public meeting or forum September 2 7 ,  providing refreshiiients, 
at the-Park, about the proposed acquisition of MEPB 0 special 
invitation to MEPB Board, Mayor Kenneth Catron and City Council, 
MEPB Employees, SKRECC Board, and SKRECC Employees 
Create and set banners annoue~cirag public 
Create bill. strrffer - deal with rate issue; h4 
c o n - ~ . p ~ i ~ o n  ""With SKRECC, Without SKKECC" 
Kentucky L,ivi.rtg magazine available at MEPB office 
Create a i d  insert ad in local newspaper (s) about public forum 
Record and begin airing radio commercial about public forunsi: 

o South ICentucky RECC and the Monticello Electric Plant Board would liltc 
to invite the customeis of the electric plant to a public forum on 
September 27 at the Monticello Park. N free picnic diiincr for electric 
plant customers will begin at S:30 pm., with an informational session 
scheduled for 6 p.m. This is your opportunity to find out more and ask 
questions about the proposed sale of the Electric Plant to South Kentucky 
E C C .  If you have any questions about the forum, contact Joy Bullock at 
South Kentucky WCC at 800-264-51 12. 

rn at local offices 
broken ties with W A ;  



October: 

Begin one ad per week in Vdayrie Coirnty Outlook about SKRECC - 
for example “It Pays to be a Member Owner of SKREGC” - target to 
MEPB Customers - reminding them to vote on November 6 
Bill stuffer sent 
For October I€Y” rmewspaper, full page ad of letter of support from 
MEPB employees; for October 25“’ newspaper, full page ad of letter of 
support from MEPB Imarcl; for Noveinher 1 riewspapei, full page ad of 
letter of support from ?/%onticello City Council 
Send October issue of Kentucky Living magazine to each cv.stomer of 
MEPB 
Mid October - begin radio advertising matching the ne~vspaper 
advertising - several different radio ads to r u n  tlxough Noveinber 

November: 

Send Noveinher issue of Kentucky Living magazii2.e to each customer of 
MEPB 
Vote “Yes” ad in Kentucky Living magazine 
Do a direct-call to MEPB customers with recorded message: 
Noveinber 2, evening; Noveinher 3, day; Novemlner 5, day 
Coiid~ct an  “emp10yee-call” event on Noveinber f wl-rere 
ME@W/SKREGC employees call 20 of rheir “friends and family” m ask 
them to vote ‘(yes” 01.1 Tuesday, Noveinher 6 



ram: Joy Bullock 
Sent: Thursday, January 18, 2007 8 5 2  AM 

To: Albany - All; Monl-icello I All; Russell Springs - All; Somerset ... All; Whitley City - All; Directors SC 
Atiorney 

Subject: SKRECC, Release 

The fo’ollowiiig release went to the Monticello iiewspaper today. 

South Kentucky RECC Seeking Purchase of Plant Board: 

Sotrth Kentucky RECC received notice on January 12 that the li/lonticello Electric PIairt B C W ~  (MEPB) 
had voted maniniiously for the sale of its assets to the co-op. MEPR is sending a resolution outlihig the 
term of this agreement to the Mayor of Monticello for actioii t~ be taken by the city council. The city 
council has c?. special meeting sclieduled to consider this resolution 012 Jamaary 23, at 6 p.m. 

SI-nould the city C O U ~ Z C ~ ~  vote in favor of the proposed sale, it will appear oii the November ballot for the 
citizens of Moirticello to vote their preference. At that point, if MEPW customers approve the 
transactioii, the acquisition would have to be approved by all governing bodies, including the Kentucky 
Public Sewice Commission, before beirig fisal. 

South Kentucky RECC CEO Allen Aiidersoni says this process actually began about two yezss ago, 

“We had talked and considered this for quite some time before we started pursuiiig it in eartiest. There 
are just so many obvious synergies to be gained by this acquisition. Wheii Gary Disiitnaii, MEPB 
Superinrtea-rdent, and I first started having these talks, we said for this to work it had to be a win-win for 
everyolie invoIved - their CustoEi-kerS, arid our Inember- owners and their eniyloyees and our employees.” 

Aladersori says as the possibility to purchase MEPB was fb.rther investigated, he axid Dishman began 
heeirig the ovew~Eieliiiing positives that could be gained by cornbinling thc two systems. 

“For ihe city of Monticello, they will iiaw have access to a 30-year continuous stream of revenue gained 
f i c m  tlie sale of the system. This will atlow the city to provide any desired improvements in Montice1J.o 
arid could even reduce the possible rieed for additional tax revenues in the near Futurc. In addition, it will 
dlovir the two systems to eliminate some duplication. Tying the two systems together will provide more 
flexibility, iiiorc reliability arid more efficiencies. The coinbiriation of the two systems will realize an 
improved density per mile QE line, an improved load factor, and allows both to expeiieiice better growth 
OppoLtIFraity. -’ 

Aiiderson says South Kentucky RECC’s Mission Statement - “S~o~ttli Keiitincky PUXC was formed for 
people, not profit. Its mission i s  to reliably provide electricity and related services to its members a t  a 
competitive pricc, and to iinprove the quality of life in their coimiiuiiitics” - focuses on service, rather 

9/18/2007 



than profits. 

‘“The proposed acquisition should provide a more positive impact on tlie MonticelloIWayiie County 
area. South Kentucky RECC has always tried to reach out to our coininunities and be involved with such 
things as parlicipatioii in the Clu-istmas parade, county fair, tribute to the local guard troops, and other 
participation in local civic arid community events. South Kentucky RECC is also veiy conirnitted to 
creating jobs a id  growing the local community in an effort to provide tlie opportunity for our young 
people to remain and live ill this coznnmtiity. The co-op has directly provided assistance in many local 
projects, such as P. J. M~irpliy, downtown revitalization, Otter Creek Girls Club, a i d  many others. And, 
South EGentucky RECC has alliances both statewide and nationally tluomgli Touchstone Energy@ arid 
with niariy large electrical contmctors that places tlie city of Moiiticeflo in a more comfortable situation 
in the eveiit of a major outage or emergency. 

““Filially, the buying power of MEPB and SICRECC will be iinproved, and the acqiaisition should even 
help broaden our possibilities and sources for purchased power.” 

According to Anderson, MEPB has a power supply contract with the Tennessee Valley Authority (TVA) 
tlirougli November 2008. Depeiidiiig on how the vote 011 the issue goes, either MEPW or South 
Kentucky RECC will honor the reiiiairzing TVA contract. 

Anderson says South Kentucky RECC is very excited about the possibility of lGlEPB custoniers 
becoinahiag member-ovmers of the co-op arid being eligible to receive the same benefits and relkble 
service that current members enjoy. He adds that lie feels this should be a veiy seainless transition. 

South Kentucky RECC is a locally operated, member-owned electric system that actually began in 
Monticello more tliari 68 years ago, anti kizderson says it seerris veiy appropriate that the co-op reinain 
cortimittec‘t arid interested in the Moiaticello cornniunity, as well as other areas that the co-op serves. 

911 812007 



c 

Frsni: Joy Bullock 
Sent: 

To: 

~~~~~~~: FW: SKRECC Release 

Friday, Januaiy 26, 200T 9:29 AM 

Allbany - All; Monticello - All; Russell Springs - All; Somerset - All; Whitley City - All; Directors 8. 
Attorney 

The fo!lo.ci/ing release was w i t  to local niedia totlay. 

Tuesday night, Jaimary 23, at a special called Mouiticello City Co~iicil mzeeting, the council voted 
manimorrsly to sell the Meonticello Electric Plant Boai d (MEPB) to South Kentucky RECC. 

The issue will now appear on the November 2007 ballot for tlie registered voters insidt: the city h i t s  of 
Moiiticell~ to vote their preference. At that point, a majority ol‘ the votes would have to approve the 
tr ansaction. The acquisition would also have to be approved by all governing bodies, includ-lng the 
Kentucky Pdjlic Service Commission, before being final. 

South Kentucky W C C  CEO Allen Aiidevson says this process, which actually began about two years 
ago, has been a tlroroiagh process with all aspects of the sale/purciiase taken into account. 

‘“I have to coaimeiid the M~iiticello Electric Plant Board of Directors, Gary Dishmala, MEPB 
Superintendent, and the employees for the way they approached our p r ~ p ~ s a l  to buy the plant board. 
They took their time and iiivesiigated every possibility from each angle. There were at Icasl two other 
oplioiis for WhQksTLk power that thcy could have sccepted, and they looked at those, v h i k  also 
researching o w  ~miqlzely different offer. 1!4EPB customers can be coizfide~it that their board had their 
best interests a1 heart v~hile determining the best plm for the long term for thc customers of thc MEPB. 
There are many positive cfficiencie:: gained by the combining of the two syste~ns.” 

‘‘I was thrilled by the MEPB’s support and equally excited when the IYl~~iticello City Couiicil also voted 
unarziriiously in favor 01” the acquisition. South Edlentticky WCC’s roots are in Wayne County, and we 
have iievcr forgotten that. It is o w  goal i~ovv‘ to show the customers of MEPlEB what South Kentucky 
RECC can do for thern. The proposed acquisition wiII have a positive impact 011 the MonticellolWayr?e 
COWI~Y area and especially for MEPI3 ctiston~ers. South Kentucky RECC, being a lxger utility, can 
justify more services for its member-o.\yiiers, and they are eligible for s~ecli things as Patronage Capital. 
Once h4EPB customers become member-owners of SMRECC, they would also have voting privileges at 
our ailnuaI nieeting. South Kentucky RECC is also very committed to creating jobs and gowing the 
Iocai coikil-rtrl11ity i ~ i  an effort to provide the o p p o ~ t ~ ~ i i t y  for OW yomg people to reinail2 and live in this 
cor-niimnity. The co-op has directly provided assistance in many local prqj ects, srrcli 8.s P. S. Murphy, 



downtown revitalization, Otter Creek Girls Club, Aspire Center and many otliers." 

Anderson says that the purchase of MEPB by South Kentucky RECC is truly a win-win situation for all 
pai-ties and the transition, shouid voters aiid the Public Service Commissioii approve it, will be a smooth 
one for all involved. 



925-929 North Main Street 
Post Office Box 9 10 

Someixt ,IC( 42502-0910 
Telephone 60G67&412 1 

Toll Free 800-201-5 112. 
Fax 60667943219 

\\vw.sl~lecc.conl 

April 25,2007 

Dear Monticello Electric Plant Board Custorner: 

I would like to take this oppoitunity to invite you arid your iBniily to South Keiit~icky RECC’s 2007 Annual Ivfeinbership 
Mecting on June 7,2007. This mcethig, whicli is always one of the largest iii the nation, will be held at the Soutli Kentucky 
RECC hrm, located from Soinasel 011 west €%&way SO, 34 mile past Fishing Creek Bridge near Nancy, Kentiiclq, 111 
Pulasld County. 

As a cooperative, Sorttli Kentucky REGC, wliich is owried by its members or those who reccive electricity iioiii us, is 
iequired to hold a meeting oilce a year with OLK members to discuss the business of the co-op. We make this meeting a 
special, exciting event to show our appreciatioii to our inetnber-owners by providing inany information displays, h e  games 
and rides for the children, and aitertaimnent for the entire knily. There will be gospel singiig at 6 pm. provided by 
Southern Elarmony of Russell Cotinty, t l m  at 8 pm., talci~ig center stage will be couiitry music slar Cluis Cagle, who has 
had such hits as “‘ci~iclts Dig 16” ‘‘Miss Me Baby,” a id  “What a Beautifid Day’’ Kn acidition, we give cach registering 
memkr a free bucket of light bulbs, a .50plus year traditioii, a id  each meinber has the chance to win one of Inany prizes 
given awry. 

This year, IVC invite the cusiomers ofiWEPI4 as our very special guests to sce and feel wliat it is 1il:e to be R menibez of 
South ICen(trcky tECC Each IvIEPB cwtoiner- attending will be able to iegiste: , begirming at 5 pm., by presenting a MEPB 
electric bill aid will rcceive a 6-ee bucket of light bdbs. Those registeling will have thek names included iri a special 
drawing fi-oin that group for a prize. We will have ai SI3?J3GC kifornxdion booth showing the many services that die co-op 
ofi‘e, s and piovide infomiation on thc many acivantagcs ofbeing a inrniiber of South ICcnliicky E C G .  

All iegistered, legal voters in h e  city ofMontlticeIlo will have a cliance in the November 6 election to cast their- vote in hvor 
ofbcconiing a member of South Kentucky F?CC or to not become a incmber. We will be providing as mnch infomation 
as possible to all MEPB customers betwee-1 now and hen, so you will have thc opporimity to make tlze choice that is in 
your best long-teim interest. 

We at Sorjth Kentuclq RECC are very excited abut  the possible oppoitmity to unitc together with I E P B  mcl gain the 
combined strcngth io provide better sewice, have stronger buying yowei , provide ineny inore iieded services, strengthen 
reliability, and gain efficiencies by elinlzkiating duplicatioii. 

We ioolc foiward to the cdiaiice to save you aid feel very coiifideiit fihat you have mucli to look forward to as well. We hope 
lo sce yolk at tlie 2007 SKRECC Annual Meeting! 

Sincerely, 

Albany 606-307-6476 Monlicello 606-348-0771 Russell Springs 270-866-3439 Wliiiley Cily 608-376-5997 
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From: Joy Bullock 

Sent: 
To : 

Atfachmoznts: itnageOOl .emz; oledata.imso 

Wednesday, May 16,2007 8:47 AM 

Albany - All; Monticello - All; Russell Springs - All; San?erset: - All; Whitley City - All; Directors 
8. Attorney 

The following was sent to local media today. 

South Kentucky RECC aisd Monticello Plant Board at Springfest: 

South Meislucky RECC and the Wlonticello Electric Plant Board recently had a joint booth at the Heart of 
Lake Cimriberland Spring Fest presented by the MonticelIslWayne County Chamber o f  Commerce. 

A. SO-year coniirtnoias stream of revemre for the city sf Moisticello - provides for improvements 
a d  delays the need for a tax increase 

Q MEPB contract with TVA expires November 2008 - 
power if SKRECC is not chos~ii by citizens of Moilticello 

EPB V d l  be ill the market to prlrchase 

Expanded Commmity Support and Econoniic Development beiicfi ting the comrsiuriity 

Elimination of duplications of scxvices in facilities, employees, transportation, axid electrical 
S j r S k  TllS 

Overall Ioxd factor will be iixproved - higher density per mile of line and greater g~owth 
opportunity for both MEPB and SKRECC 

Allows for statewide ;tiid iiatioisal atliaiices between electric cooperatives, which eiistires 

911 812007 



assistance during imjor outages 

@ MEPB customers will become SKRECC mernber-owners atid be eligible For patronage capital 
and will have a voice arid vote on matters pertaining to the 6 8 - 0 ~  

MEPB employees will become part of the SKRECC team with greater opportunities 

A~ISWS for  ore flexibility in the SQLKCB of power supply for the combined system 

MEPB customers as SKICECC members will receive a monthly copy of co-op magazine - 
JCentuclT Living 

a As a member of SMRECC, MEPB custoniers will be eligible for free fioiiie energy audits and 
i~asay participate in any of the existing incentive marketing programs. 

Rather than being owned and governed by the city, as STCRECC members, MEP 
wiII Q W ~  the local cooperative 

Sor~th Kentucky RECC is c? locally operated, member-owned electric systein that actually began in 
EVlonticello inore than 69 years ago, and SKBECG CEO Allen Aiiderso~i says it seeins very appropriate 
that the co-op remain comniitted and inkrested in the MoiiticeElo C Q ~ I ~ ~ L H I ~ ~ Y ,  as well as other 2reas that 
Che co-op sewes. 

South Keiatucky E C C  Chief Member Services Officer Ruby P a t t ~ r ~ ~ i l ,  MEPB e r l i p l ~ j ~ e  Tonya SZagk, 
Skc&ECC director for Wayne County Glen Massengale, and MEN3 Iiiiemwi David. llughes t d k  to 
MEPTt3 cirstsiiiers aboiit the pi oposed sale or' MEPB to Soritb Mentr~cky RECC. 



9/18/200'7 
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From: Joy Bullock 

Gent: 

7-00: 

Friday, June 01, 2007 3 5 6  PM 

Albany - /J; Manticello - All; Russell Springs - All; Sornerset - All; Whitley City - All; Directors 
e! Attorney 

menis: oledata.mso; image007 . e m  

The folowing photo and caption were sent to local media today. 

Fain I at ease 
7 % ;  

911 812007 



QC z/ 
Kentucky RECC members, will be given a bucket with light bulbs and illformation about the co-op. 

On January I 2  h4EPB’s board voted unaniniiously for tlie sale of its assets to tile CO-OP. Timi on Smuary 
23, the city couricil voted iii favor of the proposed sale, and it will now appear on the November 6 
general election ballot for the citizeiis of If4orticeilo lo vote their preference. 

South Kentucky P&CC is urging aBI customers of MEPB to attend this anuiual meeting to find out inore 
about the advantages of being a inember of the co-op. 

For iiiore information about the rraeeting, call the local SJCPIECC office or call 606-676-088 I ,  
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From: Joy Bullock 
sent: Tuesday, ~ u g t ~ s t  14,2007 8.jq AM 

Albarry - All, IVionticello - All; liussell Springs - All, Somerset - All; Whitley City - All; 
mepbdb@iiet-poi~er net; tmep!X@nei-power.net 

.-. 
10: 

~t~~~~~~~~~~~~ image001 .emz; oledaia.mso 

The following photo and caption were smi 'm local iiredia today .... 

Photo Gaptioii: South Keiitiacky RECC recently assisted the Morrticello EIe~tl-ic Plmt Doard 
with rep:ir.s io oiie of their digger- dcrrick ti u c h .  Darmy West, SICRECC Garage Team Leader, sqrs ;he 
bcarilig on tlic turntaabk was VJOI'II out a i d  had to be replaced. MEPE piirchased the parts used in 'he 
rep'ajr, arid SMRECC provided the iiecessary labor. Ji i  the photo, SKRECC garage team member Joe 
Stiviik: (right) arid MEPB employee David Fiercy evaluate the extent of' the repairs needed to the 
vehicle. 

On January 12 MEPB 's board votcd unanir~nonsly for the sale of its assets to South Mcrstmky 
E C C .  a'lzen 011 Jmnamy 23, the Monticelia City Cotincil voted in favor oftlie proposed sale, and it will 

mailto:tmep!X@nei-power.net
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now appear 011 tlre November 6 geiieval electioii ballot for the qualified voters of Za/aoiiti~ello to 
L vote their prefer eiice. 

Joy Bullock, 
South Kentucky RECC 
(606) 451-4186 

911 812007 
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Witness: .Jim Aditins 

SI TA RE T 





Item 8 

Witness: Allen Anderson 
Page 1 of 1 



OF - 

Pursuant  t o  KRS 2 7 9 . 0 5 0  of t h e  Kentucky Revised 

S t a t u t e s ,  t h e  unders igned  c o r p o r a t i o n ,  pursuant t o  a 

r e s o l u t i o n  unanimously adopted by i t s  Board of D i r e c t o r s  and 

approved by i t s  members I hereby ad~pts t h e  foIlowi.ny 

R e s t a t e d -  Articles of Incorpoxat ion:  



P86i 

and pickett, and with the permission of the Public Service 

Commission of Kentucky, in such other counties and states as 

such operations may from time to time become necessary or 

desirable in the interest of this Corporation or of its 

members e 

ARTICLE V 

The number of directors of the Corporation shal.1 be 

seven (7) 

ARTICLE VI 

The names and post office addresses of the directors 

who are to manage the affairs of the corporation until their 

successors are elected and have qualified a r e :  

Jerry Purcell Carthel Beshear 
3437 Fairway Drive 
Somerset, KY 42501 Somerset, MY 42501 

439 C a r t h e l  Beshear Ro?d 

Kenneth Hague clraarJ.es 2. Gore 
2450 G r a v e  Ridge  Road l 'qoo  BQX 87 
l<j.ngs Mountain, KY 40642 i?.ussell. S ~ J :  i - ~ i g s  KY f 264% 

G I  C:TZ l%3ssel.ayi le W E 1  l..t.asn 3 Sbieasrer 
1 0 6  CUIni~CL' 1 1 ClIlC3: s t  
i, 7-1-1;~ny E i:Y 2 6 0 2 
.- 



Section 2, Any person, firm, association, corporation, 

trust, partnership, or body politic may become a member of 

the Corporation by complying with the conditions provided in 

the By-laws and application for electrical service. 

Each member shall promptly pay all - Section 3. 

obligations which may from time to time become due and 

payable by such member to the Corporation. 

shall not be transferable. 

Memberships 

Section 4. The Board of Directors mayp by the 

affirmative vote of not less than two-thirds (2/3rds) of the 

members thereto, expel any member of the Corporation who 

shall. have violated or refused to comply with any of the 

provisions of the Articles of Incorporation or the By-laws 

of the Corporat-ion or any rules or regulation adopted from 

time to time by the Board of Directors, 

Section 5. Any member of the Corporation may withdraw 

from membership upon payment in full of all of his debts and 

liabilities to the Corporation and upon and 

performance of such terms and- conditions a s  the Board of 

Directors may prescribe. 



applicati,on by the Corporation and the commencement by the 

Corporation to provide electrical service to the member. 

Membership in the Corporation need not be evidenced by a 

certificate of membership. 

Section 8. Neither the directors nor any member of the 

Corporation shall be personally responsible for any debt, 

obligation, or liability of the corporation. 

ARTICLE IX 

The Board of Directors shall have the power to make, 

adopt, alter and amend such rules, bylaws and regulations 

not consistent with these Restated Articles of Incorporation 

as it may deem advisable for the management, administration 

and regulation of the business affairs of the corporation, 

ARTICLE X 

The Corporation may amend, alter, change or repeal any 

provision contained in these Articles of Incorporation in 

the manner now or hereafter prescribed by law. 

Unanimously adopted by the Board of Directors of South 

Kentucky Rural Electric Cooperative corporation at its 

regular meeting on April 13, 1995 and approved by a majority 

of the members entitled to vote at the annual meeting of the 

corporation on June 1, 1995. 

IN WITNESS WHEREOF, we hereunto subscribe our names 

this day of ~ 1995 9 

i d  L/ 
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Secretary 

STATE OF KENTUCKY 

COUNTY OF PULASKI 

Subscribed, sworn to and acknowledged before me this 

ay of , 1995 ,  by Jerry Purcell as 

President of South Kentucky Rura l  Electric Cooperative 

Corporation and attested by Kenneth Hogue, Secretary of said 

corporation, for and on 

My commission expires: 

P.O. Box 208 
Williamsburg, KY 40769 
(606) 549-5270  

c 



SECTION I . O % .  Eligibility. Any natural person, firm, 
association, corporation, partnership, limited liability 
company, or body politic or political subdivision or agency 
hereof (each hereinafter referred to as “person”, “appli- 
cant”, “him”, 01 “her”) shall be eligible to become a mem- 
ber of, and, at one or more premises owned or directly 
occupied or used by him to receive electric service from 
South Kentucky Rural Electric Cooperative Corporation, 
(hereinafter called the “Cooperative”); however, no per- 
son shall hold more than one voting membership in the 
Cooperative. 

SECTION 1.02. Application for Membership. Appli- 
cation for membership - wherein the applicant shall agree 
to purchase electric power and energy from the Coopera- 
tive and be bound by and to comply with all provisions 
of the Cooperative’s Articles of Incorporation, Bylaws, and 
-11 rules, rate classifications, rate schedules and regula- 

m s  adopted by the Board of Directors pursuant thereto 
(the obligations embraced by such agreement being here- 
inafter called “membership obligations”) - shall be made 
in writing on such forms as is provided therefore by the 
Cooperative. With respect to any particular classifica- 
tion of service for which the Board of Directors shall r e  
quire it, such application shall be accompanied by a 
supplemental contract, executed by the applicant on such 
form as is provided therefore by the Cooperative. The 
membership application shall be accompanied by the 
membership fee provided for in Section 1.04 together 
with any service deposit, service connection deposit or 
fee, facility extension fee or contribution in aid of con- 
struction (hereinafrer referred to as other deposits and 
fees) that may be required by the Cooperative which mem- 
bership fee and other deposits or fees shall be refunded in 
the event that application is denied by the Board. 

SECTION 1.03. Acceptance Into Membership. Upon 
complying with the requirements set forth in Section 1.02, 
any applicant shall automatically become an active member 
on the date of his connection for electric service; PRO- 
T D E D ,  that the Board of Directors may by resolution 

ny an applicatiori and refuse to extend service upon its 
determination that the applicant is not willing or is not 
able to satisfy and abide by the Cooperative’s terms and 
conditions of membership or that such application should 
be denied for other good cause; PROVIDED FURTHER, 

that any person whose application, for sixty (60) days or 
longer, has been submitted but not denied by the Board 
of Directors and who has not been connected by the 
Cooperative for electric service, may, by filing written re- 
quest theiefore with the Cooperative at least thirty (30) 
days prior to the next meeting of the Board of Directors, 
shall have his application submitted to and approved or 
disapproved by the vote of the Directors at such meet- 
ing. Any application not denied by the Board of Diiec- 
tors hereunder shall be deemed to have been accepted. 

SECTION 1.04. Membership Fee and other Deposits 
Fees. The membership fee shall be set by the Board of 

Directors. Upon payment of membership fee and any 
other deposits or fees required, the applicant shall be eli- 
gible for membership and service. A service conqection 
deposit or fee in such amount as shall be prescribed by 
the Cooperative and any other deposits or fees required 
shall be paid by the member for each additional service 
connection requested by him, however, a member request- 
ing more than one service connection shall not be charged 
for an additional membership fee. 

SECTION 1.05. Termination of Membership. Any 
niember may withdraw from membership upon compli- 
ance with such uniform terms and conditions as the Board 
may prescribe. The Board may, but  only after due hear- 
ing if such is requested by him, by the affirmative vote of 
not less than two-thirds of all members of the Board ex- 
pel a member who fails to comply with any of the provi- 
sions of the Articles of Incorporation, Bylaws or rules or 
regulations adopted by the Board. Any expelled mem- 
ber may be reinstated by the majority vote of the Board 
or by majority vote of the members at any annual or spe- 
cial meeting. The membership of any applicant who is 
not purchasing electric energy from the Cooperative, or 
of a member who has ceased to purchase energy from the 
cooperative, shall be deemed an inactive member and 
shall have no voting rights until he is receiving electric 
service. 
Upon the withdrawal, death, cessation of existing or ex- 
pulsion of a member, the membership of such member 
shall thereupon terminate. Termination of membership 
in any manner shall not release a member or his estate 
from any debts due the Cooperative. 
In case of withdrawal or termination of membership in 
any manner, the Cooperative shall repay to the member 
the amount of the membership fee paid by him, pro- 



vided, however, chat the Cooperative shall deduct from 
the amount of the membership fee, the amount of any 
debt or obligation owed by the member to the Coopera- 

ve. 

SECTBON P .86. Service to Nora-Menabers. With Board 
approval, the Cooperative may render service, upon the 
same terms and conditions as are applicable to members, 
to governmental agencies and political subdivisions and 
to other persons (non-members) who are non-members 
of the Cooperative to the extend of not more than 49% 
of the Cooperative's total business and provided further, 
that should the Cooperative acquire ariy electric facilities 
dedicated or devoted to the public use it may, for the 
purpose of continuing service and avoiding hardship con- 
tinue to seivice the persons directly from such facilities at 
the time of such acquisition without requiring that such 
persons become members and provided further that such 
nonmembers shall have the right to become members 
upon nondiscriminatory terms. 

SECTION J! .07. PParchases of Electric Power and En- 
ergy; Power Production by Member, AppBicatiosm of Pay- 
ment to All Accourats. The Cooperative shall use reason- 
able diligence to furnish its members with adequate and 
dependable electric service, although it cannot and there- 
)re does not guarantee a continuous and uninterrupted 

supply thereof, and each member, for so long as such 
premises are owned or directly occupied or used by him, 
shall purchase from the Cooperative all central station 
electric power and energy purchased for use on all pre- 
mises to which electric service has been furnished by the 
Cooperative pursuant to his membership; unless and ex- 
cept to the extent that the Board of Directors may in 
writing waive such requirement, and shall pay therefore 
at the times, and in accordance with the rules, regula- 
tions, rate classifications and rate schedules (including 
any monthly minimum amount that may be charge with- 
out regard to the amount of electric power and energy 
actually used) established by the Board of Directors and, 
if in effect, in accordance with the provisions of any 
supplemental contract that may have been entered into 
as provided for in Section 1.02. Production or use of 
electric energy on such premises, regardless of the source 
thereof, by means of facilities which shall be intercon- 
nected with Cooperative facilities, shall be subject to ap- 
propriate regulations as shall be fixed from time to time 
by the Cooperative. Each member shall also pay all other 
amounts owed by him to the Cooperative as and when 
hey become due and payable. m e n  the member has 

more than one service connection from the Cooperative 
any payment by him for service from the Cooperative 
may at the discretion of the Cooperative be applied to 
any of his outstanding accounts. 

2 

SE@TJo)N %,OB. h L C e S S  P'2Lp.iXReD.t b 
Mepaaber-lFurnished Capital. All amounts paid for elec- 
tric service in excess of the cost thereof shall be furnished 
by Members as capital, and each rneniber shall be cred- 
ited with the capital so furnished as provided in Article 
VI1 of these Bylaws. 

SECTION 1.09. Member to Grant Easements PO Co- 
operative md to Participate in Required Coopemtive Load 
Management Programs. Each member grants to the 
Cooperative an easement or right-of-way over, on and 
under such lands owned or leased by or mortgaged to the 
member, and in accordance with such reasonable terms 
and conditions as the Cooperative shall require for the 
furnishing of electric service to him or other members or 
for the construction, operation, maintenance or reloca- 
tion of the Cooperative's electric facilities and shall, upon 
being requested to do so by the Cooperative, execute and 
deliver co the Cooperative grants of such easements or 
rights of way. The Board of Directors may expel from 
membership and/or discontinue electric service to any 
member who fails or refuses to comply with the provi- 
sions of this Bylaw. 

Each member shall participate in any required pro- 
gram and comply with related rates and service rules and 
regulations that may be established by the Cooperative 
to enhance load management, more efficiently to utilize 
or conserve electric energy or to conduct load research. 

SECTHON 2.01. Property Interest of Members. l Jpon  
dissolution, of the Cooperative, after all debts and liabili- 
ties of the Coaperative shall have been paid, and, all capi- 
tal furnished through patronage shall have been retired 
as provided in these Bylaws, the remaining property and 
assets of the Cooperative shall be distributed among the 
members eligible under law in the proportion which the 
aggregate patronage of each bears to the total patronage 
of all members, during the ten (10) years next preceding 
the date of the filing of the certificate of dissolution. 

SECTION 2.02. Non-Liability for Debts of the COOP- 
erative. The private property of the members shall be 
exempt from either execution of other liability for the 
debts of the Cooperative and no member shall be liable 
or responsible for any debts or liabilities of the Coopera- 
tive. 



‘E,CTfdS.N 3.01. Annual Meeting. The annual nreet- 
& of &e members sRdE be heEd during &e ~I-KXL& of 

June OF July each year, at such place in m e  of &e coun- 
ties in Kentucky vvi&in vvhich d i e  Cooperative serws, 
and beginning at snach hour, as &e Bbard of Directors 
slid1 from year to year f ~ ;  PROVIDED), that, for caease 
suEciextt to it9 &ne Board of Directors may $“uh a differ- 
ent dace for sarcb m~ud naeeeisug not more &an forty- 
five (45) days prior or subsequent iio &e day athaemvise 
estab%ished for such meeting to this Seceisn. Et s h d  be 
&e responisibilitgr of &e Board ~f Directors to make ad- 
equate pEam m d  preparations of the annu4 meeting ad 
aaliy specid meeting. Failure to EmEd &e a n n d  meeting 
at  the designated time a i d  place s h d  not work a forfei- 
FILBFE: O r  dissolUtiQD O f  the @OOperati.ire. 

SECTION 3.02. §pecid Meetings, A special meeting 
of the members may be called by the Board of Directors 
or by petition signed by not less than ten (1 0%) percent 
of the then-total members of the Cooperative, and it shall 
thereupon be the duty of the Secretary to cause notice of 
such meeting to be given as hereinafter provided in Sec- 
tion 3.03. Such a meeting shall be held at such place in 

-e of the counties in Kentucky within which the Coop- 
,tive services, on such date, not sooner than thirty-five 

(35) days after the call for such meeting is made 01 a 
petition therefore is filed, and beginning at such hour as 
shall be assigned by him or those calling or petitioning 
for the same. 

SECTION 3.03. Notice of Member Meetings. Written 
or printed notice of the place, date and hour of the meet- 
ing and, the purpose or purposes of said meeting shall be 
delivered to each member not less than five (5) days nor, 
except as provided in Article VII, more than forty-five 
(45)  days prior to the date of the meeting, either person- 
ally or by mail, by or at the discretion of the President or 
the Secretary (or, in the case of a special meeting, at the 
direction of those calling the meeting). Any such notice 
delivered by mail may be included with member service 
billings or as an integral part of or with the Cooperative’s 
monthly newsletter and/or its monthly insert, if any, in 
Kentucky Living. I f  mailed, such notice shall be deemed 
to be delivered when deposited in the United State mail 
addressed to the member at his address as it appears on 
the records of the Cooperative, with postage thereupon 

-paid and postmarked at least five ( 5 )  days prior to the 
.eting date. In making such computation, the date of 

the meeting shall not be counted. The incidental and 
non-intended failure of any member to receive a notice 
deposited in the mail addressed to the members at his 

address as shown on the Cooperative’ 
invalidate any action which may be taken by the mem- 
bers at any such meeting, and the attendance in person 
of a member at any meeting unless such attendance shall 
be for the express purpose of Objection to the transaction 
of any business, or one or more items of business, on the 
ground that the meeting shall not have been lawfully 
called or convened. Any member attending any meeting 
for the purpose of making such objection shall notify the 
Secretary prior to or at the beginning of the meeting of 
his objection. 

SECTION 3.04. Qpliorenm. Business may not be trans- 

acted at any meeting of the members unless theie ale 
present in person at least one (IYo) percent of the then- 
total members of the Cooperative, except that, if less than 
a quorum is present at any meeting, a majority o i  those 
present in person may without further notice adjourn 
the meeting to another time and date not less than forty- 
five (45) days later and to any place in one of the coun- 
ties in Kentucky within which the Cooperative serves; 
PROVIDED, that the Secretary shall notify any absent 
members of the time, date and place of such adjourned 
meeting by delivering notice thereof as provided in Sec- 
tion 3.03. 

SECTEON 3.05. Voting. Each member shall be en- 
titled to only one vote upon each matter submitted to a 
vote any meeting of the members. At all meetings of the 
members, all questions shall be decided by a majority of 
the members voting thereon, except as Otherwise pro- 
vided by law or by the Cooperative’s Articles of Incorpo- 
ration of these Bylaws. Members may not cumulate their 
votes . 

SECTION 3.06. Proxies. At any meeting of the mem- 
bers of any adjournment thereof, any member may vote 
by proxy, but only if such proxy (a) is registered with the 
Secretary or his duly designated registrar before or at the 
time of the meeting or any adjournment thereof, (b) is 
executed by the member in writing and designates the 
holder thereof, which holder shall be a member who is a 
natural person, and (c) specifies the particular meeting 
and/or any adjournment thereof at which it is to be voted 
and is dated not more than sixty (60) days prior to the 
date of such meeting or any adjournment thereof; PRO- 
VIDED, that any mailed proxies not otherwise dated shall 
be deemed dated as postmarked if postmark is satisfacto- 
rily evidenced; AND PROVIDED FURTHER, that any 
proxy valid at any meeting shall be valid at any adjourn- 
ment rhereof unless the proxy itself specifies otherwise or 
is subsequently revoked by another proxy or by the pres- 
ence in person of the member at such adjournment. A 
proxy may be unlimited as to the matters on which it 

3 



may be voted or i t  may be restricted; a proxy containing 
no restriction shall be deemed to be unlimited. En the 
event a member executes two or more proxies for the same 
meeting or for any adjournment thereof, rhe most re- 
ently dated proxy shall revoke all others; if such proxies 

carry the same date and are held by different persons, 
none of them will be valid or recognized. The presence 
in person of a member at the meeting or any adjourn- 
ment thereof shall revoke any proxy or mailed vote there- 
tofore executed, or mailed by him for such meeting or for 
such adjournment thereof, as the case may be, and he 
shall be entitled to vote in the same manner and with the 
same effect as if he 1ia.d not executed a proxy. No mem- 
ber may vote as proxy for more than three members at 
any meeting of the members. Nocwithstand.ing the fore- 
going provisions of this section, whenever a member is 
absent from a meeting of the members but whose spouse 
attends such meering, such spouse shall be deemed to 
hold, and may exercise and vote, the proxy of such mern- 
ber to the same extent that such mernbcr could vote if 
present in person, un!ess such members has given a writ- 
ten proxy to some other person eligible to vote such proxy. 

SEc i rmW 3.07. credePitidS a7.d ~ i ~ ~ t i ~ ~  cnez I imxnlttee. .- 
The Board of Directors shall consider before each annual 
or special meeting of members whether it is necessary to 
-\>point a Credentials and Election Committee, if the 

oard deems it necessary, because of contested. matters 
on the agenda or other good cause. If the Board has 
determined the appointment of such Committee is nec- 
essary, the Board shall, at least ceii ( I O )  days before any 
meeting of the members, appoint a Credentials and Elec- 
tion Committee. T h e  Commirtee shall consist of an un- 
even number of Cooperative members not less than three 
(.3) nor more than five ( 5 )  who are not members of the 
Nominating Committee or existing Cooperative employ- 
ees, agents, officers, directors or Itnovm candidates for 
directors, and who are not close relations to or members 
of the same household of any such persons or members of 
the same household thereof. In appointing the Commit- 
ree, the Board shall have regard for the equitable repre- 
sentation of the several areas served by the Cooperative. 
The Commitree shall elect its own chairman and secre- 
tary prior to the niembei, meeting. I t  shall be the re- 
sponsibility of the Committee to establish or approve the 
manner of conducting member registration and any bal- 
lot or other voting, to pass upon all questions that may 
arise with respect to the registration of members in per- 
son, or by proxy or mailed vote, to count all ballots or 
-ther votes cast in any election or in any matter, to rule 
>on the effect of any ballots or other vote irregularly or 

indecisively marked or cast to rule upon all other ques- 
tions that may arise relating to member voting and the 
election of directors (including but not limited to the 
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validity of peticions of nomination or the 
of candidares and the regularity of the nomination and 
election of directors) and to pass upon any protest or 
objection filed with respect to any election or conduct 
affecting the resulcs of any election. In the exercise of its 
responsibility, the Committee shall have available to it 
the advice of counsel provided by the Cooperative. In 
the event a protest or objection is filed concerning any 
election, such prorest or objection must be filed during, 
or within three (3) business days following adjournment 
of, the meeting in which the voting is conducted. The 
Committee shall thereupon be reconvened, upon notice 
from its chairman, not less than seven (7) days afier such 
protest or objection is filed. The committee shall hear 
such evidence as is presented by the protestor(s) or 
objector(s), vvho may be heard in per-son, by counsel, or 
both, and any opposing evidence; and the committee, by 
a vote of a majority of those present and voting, shall, 
within a reasonable time bur not later than thirty (30) 
clays after such hearing, render its decision, the result of 
which may be to affirm the election, to change the ouc- 
come thereof, or to sec it  aside. The (,ommittee may not 
affirmatively act on any matter unless a majority of the 
Committee is present. The Committee’s decision (as re- 
flected by a majority of those actually present and vot- 
ing) on all matters covered by this Section shall be final. 

SECTION 3.08. Agenda. No proposal from a member 
or group of members shall be voted upon at the PLnniial 
Meeting unless it has been placed on the agenda at least 
forty (40) days prior to the date of such meeting. Any 
legitimate proposal may be placed on the a.genda by any 
member with a petition signed by two hundred (200) 
additional members supporting the proposal, by filing a 
copy of the proposal with the Secretaiy within the time 
allowed, with a request that it be submitted to the An- 
nual Meeting for consideration. 

SECTION 3.09. Order of Baasiness. The order of busi- 
ness at the Annual Meeting of the members and, insofar 
as practicable or desirable, at all other meetings of the 
members shall be essentially as follows: 

(1) Report on the number of members present in order 
to determine the existence of a quorum; 
(2) Reading of the notice of the meeting and proof of the 
due giving thereof, or of the waiver or waivers of notice of 
the meeting, as the case may be; 
(3) Consideration of approval of minutes of previous 
meetings of the members and the taking of necessary ac- 
tion thereon; 
(4) Presentation and consideration of reports of officers, 
directors and committees; 
( 5 )  Election of Directors; (or reports on the election of 



directors); 
(6) Unfinished business; 
(7) New business as proposed with Section 3.07 Guide- 
lines, and 

,) Adjournment, 

AWTIICBE RV 
Direct0D.s 

SECTlION 4.01. P d ~ d ~ e n :  and General Powers. The 
business and affairs of the Cooperative shall be managed 
by a Board of seven (7) directors. The Board shall exer- 
cise all of the powers of the Cooperative except such as 
are by law or by the Cooperative’s Articles of Incorpora- 
tion or Bylaws conferred upon or reserved to the mem- 
bers. 

SECTION 4.02. Districts. To insure the distribution 
of Board members throughout the are served by the Co- 
operative, the territory served or to be served by ir shall 
be divided into districts and the number of directors to 
be elected fi-on1 each are: 

NAME OF DISTRlCT COUNTIES IN NUMBER OF 
DISTRICT NUMBER DISTRICT DIRECTORS 
Pulaski-South 

Rimell 

Pulaski-North 

\%%yne 

Clinton 

i\kCreary 

Casey 

1 Pulaslti Couniy, south 
of Cumberland 
Parkway o( Laurel 

2 Russell-Adair 

3 Pul.aslci, north of  
Cumbe~IaidPa~lmr2y 
and Rockcascle 

4 Wayne 

5 Clinton, Cumberland 
and Piclrecr Co., TIV 

G McCreary m d  
Scott Co., TN 

7 Casey and Lincoln 

No t  less than sixty (60)  days before any meeting of 
the members at which Board members are to be elected, 
the Board shall review the composition of die seven dis- 
tricts, and if it finds the best inteiests of the Cooperative 
and its members will be served thereby, shall reconsti- 
tute the districts forrh with. 

SECTION 4.03. Q ~ a ~ ~ ~ c ~ t ~ ~ n s .  Any active member, 
good standing, 18 years or older, shall be eligible to be 

. director; PROVIDED, however that no person shall be 
eligible to become or remain a director of the Coopera- 
tive who is; (1) a current or retired employee of the Co- 
operative, (2) a person who has been employed by the 

Cooperative during the last five ( 5 )  yea 
tive, as hereinafter defined, of an incumbent director 01 

of an employee (including a retired employee) of the 
Cooperative, (4)  a person who, by becoming or remain- 
ing a director, obtains direct personal financial gain by 
being affiliated or associated with any competing enter- 
prise or a business selling electric energy, supplies, or ser- 
vices to the Cooperative or its members, ( 5 )  a convicted 
felon. Notwithstanding any of the foregoing provisions 
of this Section with regards to relatives, no incumbent 
director shall lose eligibility to remain a director or to be 
reelected as a director or if he becomes a close relative o i  
another incumbent director or of a Cooperative employee 
(including a retired employee) because of mairiage to 
which he was not a party. Upon establishment of the 
fact that a nominee for director lacks eligibility undei 
this Section 01 as may be provided elsewhere in rtiese 
Bylaws, it shall be the ducy of the Credentials and Eiec- 
tion Committee to disqualify such nominee. Upon the 
establishment of the fact that any peison being coiisid- 
ered for, or already holding, a directorship 01 other posi- 
tion of trust in the Cooperative lacks eligibiliiy unciei 
this Section, it shall be the c l r i t y  of the Boarc! of Directors 
to withhold such position from such person, or io cause 
him to be reuioved therefrom, as the case may be. 1‘40th- 
ing contained in this Section shall, or shall be construed 
to, affect in any rnanrier whatsoever the validity of anjr 
action taken at erAy meeting of the Board of Directors, 
unless such action is taken with respect to a matter which 
is affected by the provisioiis of this Section and in which 
one or more directors have an interest adverse LO that of 
the Cooperative. 

SECTlhPN 4.04. “ C h e  Relative” DeGned. As used in 
chese Bylaws, “close ielative)) means a person who, by 
blood or marriage, including half, foster, step and edop- 
tive kin, i s  eithei a spouse, child, grandchild, parent, 
grandparent, brother, sister, aunt, uncle, ncphew 01 niece 
of thr principal. 

SECTION 4.05, Election-Tenwe. Board members shall 
be elected by Lalloc, in the event of a contested election. 
Otheiwise, board inembers may be elected by ballot, 
voice, hand, or other suitable means. Boaid members 
shall be elected by the members-at-large at  the Annual 
Meeting of members, or at a special nieeting thereof held 
for that purpose within a reasonable time thereafier. They 
shall serve for terms of four (4) years each, ending with 
the fourth annual meeting following the election, and 
until their successors shall have been elected, declared 
qualified and seated. The seating of a new director shall 
occur at the next regular scheduled meeting of the Board 
of Directors. 

Board members of Districts 2, 3 and 6 shall be 
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elected in 2003 and each fourth year thereafter. Board 
members for Districts 4 and 7 shall be elected in 2004 
and each fourth year thereafter. Board members for Dis- 
ricts 1 and 5 shall be elected in 2005 and each fourth 
, ear thereafter. 

Board members whose terms are expiring are eli- 
gible for reelection. 

It shall be the duty of the Board to appoint a 
committee on nominations consisting of not less than 
three (3) no more than five ( 5 )  members who shall be 
selected so as to give equitable representations on the corn.- 
rnittee to the geographical areas served or to be served by 
the Cooperative. N o  employee or member of the Board 
shall be appointed a member of such committee. A ma- 
jority of the persons so designated shall constitute a quo- 
rum of the committee t.0 nominate Directors. The Secre- 
tary of the Cooperative or the Cooperative’s Attorney shall 
convene the initial meeting of the Nominating Commic- 
tee, and the Committee shall then select its own Chair- 
man and thereafter, the time and place of meetings shall 
be given to each member by lettet deposited in the United 
States mail directed to him or her at the address of the 
members shown on the books of the Cooperative, not 
less than five ( 5 )  days prior to the meeting, but any mem- 
ber may waive such notice in writing, and does waive 
such notice if the member attends the meeting. The  
Uominating Committee shall continue in office for a pe- 
.rod of one (1) year or until its successor committee is 
selected by the Board. 

The Committee shall prepare and post at the 
principal o f h e  of the Cooperative at least fifty (SO) days 
before the annual meeting date, a list of nominees for 
Directors. One (1) pnrson shall. be nominated for each 
vacancy to be filled. No person shall be nominated as a 
candidate for the Board of Directors unless that person is 
duly qualified and has requested to be nom.inated as a 
candidate by either imalcing that request known by ap- 
pearing in person before the Nominating Committee or 
presenting a written request that his or her name be placed 
iiI nominarion. An incurnlxnt director may he nomi- 
nated as a director so long as the incumlieni: is dudy quali- 
fied and has made that iecluesc luiown to the nominating 
committee. 

P,. perition nominating another person may be 
filed with the Secrei-ary not later than the fifciecli ( S O [ ” )  
day prior to the date of the Annual Meeting provided 
that the same is signed by at least one (1) percent o f  the 
total qualified membership of the Cooperative, Only one 
person can he nominated per petition. ‘The Secretary 
-hall post such nominations in the principal office of the 
.-:ooperative. 

In the event of a contested election, or if election 
by ballot is deemed necessary or desirable by the Board, 
then a ballot shall be mailed to each member of the Co- 

operative at least fifteen (1 5 )  days be 
Annual Meeting. The ballot shGl list persons nominated 
for the office of Director as herein set out. 

Each member may vote for the Director or Di- 
rectors of his choice by marking in the space provided 
thereon and shall return his ballot to the office of the 
Cooperative in a self-addressed envelope provided for this 
purpose by the Cooperative. All ballots so received shall 
be kept in sealed and locked containers. All ballots, to be 
valid, must be received at the priricipal office of the Co- 
operative at Somerset, Kentucky, not later than the last 
working day prior to the Annual Meeting and shall be 
sealed in an envelope provided by the Cooperative for 
that purpose. 

Ail ballots shall be delivered in the sealed enve- 
lopes to the election tellers, who shall be the Cooperative’s 
Accountants, unless other individuals are designated by 
the Board. Under the supervision of the Credentials and 
Election Committee, the election tellers shall count the 
same. 

Each member of the Cooperative shall be entitled 
to cast one (1) vote for each vacancy to be filled, however, 
cumulative voting shall not be permitted. 

The following ballots shall not be counted: 

I .  Unmarked ballots. 
2. Ballots marked for more candidates than vacancies to 
be filled. 
3. Ballots marked for more than one candidate for any 
one (1) vacancy. 
4. Ballots other chan the official ballot mailed. 
5 .  Ballots arriving late. 

The following ballots may be counted: 
1. Ballots on which the mark IS not in the place pio- 
vided, but does show the iriiention of tlke votci. 
2. Ballots on which there is an erasure or change of in- 
Lention sliovm, but the Credentials and Election Com- 
niirtec is of the opinion that the ballot Ius  not been tam- 
pcred with. 

The Credentials arid Election Comrnime shall o r t i& che 
number of votes received by each candidare. A final re- 
port shall be deliveied by die Chairman of the comrnit- 
tee LO the President of the Cooperative’s Board, who will 
announce the results at the A i i n ~ a l  Meeting. 
The peison nominated for Director in his district, Ieceiv- 
ing the highest number of votes as certified by the Cre- 
dentials and Election Committee, is the person elected. 
If more than one person receives the same number of 
votes, the Credentials and Election Committee shall at a 
meeting at a time and place to bc fixed by them, at which 

6 



due notice shall be given to the nominees, cause the nomi- 
nees or their representatives, or in the absence of a nomi- 
nee or his representatives, some person designated by the 
Credentials and Election Committee to draw for the of- 

e and the person drawing the slip marked “elected” 
anall be the person elected. 

SECTION 4.06. Removal of Directors by Members. 
Any member may bring one 01 more charges for cause 
against any one or more directors and may request the 
removal of such director(s) by reason thereof by filing 
with the Secretary such charge(s) in writing together with 
a petition signed by not less than ten (10%) percent of 
the then-total members of the Cooperative, which peti- 
tion calls for a special member meeting the stated pur- 
pose of which shall be to hear and act upon such charge(s) 
and, if one or more directors are recalled, to elect their 
successor(s), and which specified the place, time and date 
thereof not sooner than twenty-five (25) days after the 
filing of such petition or requests that the matter be acted 
upon at the subsequent annual member meeting will be 
held not sooner than twenty-five (25) days after the fl- 
ing of such petition. Each page of the petition shall, in 
the forepart thereof, state the name(s) and address(es) of 
the member(s) filing such charge(s), a verbatim state- 
ment of such charge(s) is (are) being made. The petition 
shall be signed by each member in the same name as he 

illed by the Cooperative and shall state the signatory’s 
address as the same appears on such billings. Notice of 
such charge(s) verbatim, of the director(s) against whom 
the charge(s) have been made, of the member(s) filing 
the charge(s) and the purpose of the meeting shall be 
contained in the notice of the meeting, or separately no- 
ticed to the members not less than ten (10) days prior to 
the member meeting at which the matter will be acted 
upon; PROVIDED, that the notice shall set forth (in 
alphabetical order) only twenty (20) of the names of the 
members filing one or more changes if twenty (20) or 
more members file the same charge(s) against rhe same 
director(s). Such directoi(s) shall be informed twenty 
(20) days prioi to the meeting of the members at which 
the charges(s) are to be considered, and shall have the 
opportunity at the meeting to be h a r d  in peison, by 
witnesses, by counsel or any coinbination of such, and to 
present evidence in respect of the charge(s); and the 
person(s) bringing the rltarge(s) shall have the same op- 
portunity, but must be heard first. The question of the 
removal of such. directoi(s) shall, separately for each if 
mole than one has been chxged, be considered and voted 
unon at such meeting, and any vacancy creared without 

,liance with the foregoing piovisions with respect to 
nominations, except that nominations shall bc made Iron1 
the floor. PROVIDED, that the question o f  the removal 
o f  a director shall nor be voted upon at all miless some 

Y+*- /g 
13 &,c 16 

evidence in support of the charge(s) against him shall 
have been presented during the meeting through oral 
statements, documents or otherwise. A newly elected 
director shall be from or with respect to the same Direc- 
torate District as was the director whose office he suc- 
ceeds and shall serve the unexpired portion of the re- 
moved director’s term. 

SECTION 4.07. Vacancies. Subject to the provisions of 
these Bylaws with respect to the filing of vacancies caused 
by the removal of Directors by the Members, or by the 
death, disability, or other incapacity of a Directoi, a va- 
cancy occurring in the Board of Directors shall be filled 
by the Board of Directors. A Director thus elected shall 
serve out the unexpired term of the Director whose office 
was originally vacated and until a successor is elected and 
qualified; PROVIDED, that such Director shall be from 
or with respect to the same directorate district as was the 
Director whose office was vacated. Vacancies shall be 
filled within a reasonable time, with due consideration 
given to the facts and circumstances surrounding the oc- 
currence of the vacancy. 

SECTION 4.08. Compensation; Expenses. Directors 
shall, as determined by the Baard of Directors, receive, 
on a per diem basis, a fixed fee, which may include insur- 
ance benefits, for attending meetings of the Board of Di- 
rectors, and subject to approval of the Board of Direc- 
tors, for the performance of other cooperative business. 
Directors shall also receive advancement or reimburse- 
ment of any travel and out-of-pocket expenses actually, 
necessarily and reasonably incurred in performing their 
duties. No director shall receive compensation for sew- 
ing the Cooperative in any other capacity, unless the ser- 
vice of such director is eemporary and shall be specifically 
authorized by the majority vote of the Board chat such 
was an emergency measure; PROVIDED, that a director 
who is also an officer of the Board, and who as such of- 
ficer performs regular or periodic duries of a substantial 
nature for che Cooperative in its fiscal affairs, may Le com- 
pensated in such amount as shall be fixed and authorized 
in advance of such service hy the Board of Directors. 

SECTION 4.09. Rsrles, ReguBations, &,re Sclredufes 
and CQ~I~PX~S.  The Board of Directors shall have powa 
to make, adopt, amend, abolish and promulgate such 
rules, regulations, rate classifications, rate schedules, con- 
tracts, securiry deposits and any other rypes o f  deposits, 
paymenrs or charges, including contributions in aid of 
construction, not inconsistent with law or t h e  
Cooperative’s Articles of Incorporation 91 Bylaws, as i t  
may deem advisable for the managemeni, adminiseration 
and Iegrilations o f  the business and affairs or the Coop- 
erarive. 
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SECP'BON 4.10. Accsunaing §ystem m d  Reports. The 
Board of Directors shall cause to be established and main- 
tained a complete accounting system of the Cooperative's 
(inancial operations and conditions, and shall, after the 
Jose of the fiscal year, cause to be made a full, complete 
and independent audit of the Cooperative's accounts, 
books and records reflecting financial operations during, 
and financial conditions as of the end of, such year. A 
full and accurate summary of such audit reports shall be 
published in the Kentucky Living magazine or presented 
to the members at or prior to the succeeding Annual 
Meeting of the members. The Board may authorize spe- 
cial audits, complete or partial, at any time and for any 
specified period of time. 

SECTION 5.01. R e g d a  Meetings. A regular meeting 
of the Board of Directors shall be held monthly at such 
date, time and place in one of the counties in Kentucky 
within which the Cooperative serves as the Board shall 
provide by resolution. Such regular monthly meeting 
may be held without notice other than such resolution 
fixing the date, time and place thereof, except when busi- 
ness to be transacted thereat shall require special notice; 
DROVIDED, that any director absent from any meeting 
,f the board at which such a resolution initially deter- 

mines or makes any change in the date, time or place of a 
regular meeting shall be entitled to receive written notice 
of such determination or change at least five (5) days 
prior to the next meeting of the Board; AND PROVIDED 
FURTHER, that, if a policy thereof is established by the 
Board, the President may change the date, time or place 
of a regular monthly meeting for good cause and upon 
not less than five (5) days notice thereof to all directors. 

SECTION 5.02. Special Meetings. A special meeting 
of the Board of Directors may be called by the President 
or by any four (4)  Directors, and it shall thereupon be 
the duty of the Secretary to cause notice of such meeting 
to be given as hereinafter provided in Section 5.03. The 
Board, the President, or the Directors calling the meet- 
ing shall fix the date, time and place for the meeting, 
which shall be held in one of the counties of Kentucky 
within which the Cooperative serves, unless all Directors 
consent to its being held in some other place in Ken- 
tucky or elsewhere. Special meetings, upon prior notice 
7s otherwise provided in Secrion 5.03, may also be held 
,a telephone confeience call or other telephonic or elec- 

tronic means including computer e-mail, without regard 
to the actual location of the Directors at the time of such 
a telephone conference meeting, or other telephonic or 

electronic means including c 
Directors consent thereto. 

SECTION 5.03. Notice of Directors) Meetings. Writ- 
ten notice of the date, time, place or telephone confer- 
ence call, or other telephonic or electronic means includ- 
ing computer e-mail, and purpose or purposes of any 
special meeting of the Board and, when the business to 
be transacted thereat shall require such, of any regular 
meeting of the Board shall be delivered to each Director 
not less than five (5) days prior thereto, either personally 
or by mail or by computer e-mail, by or at the direction 
of the Secretary or, upon a default in this duty by the 
Secretary, by him or those calling it in the case of a spe- 
cial meeting or by any Director in the case of a meeting 
whose date, time and place have already been fixed by 
Board resolution. If mailed, such notice shall be deemed 
to be delivered when deposited in the United States mail, 
addressed to the Director at his address as it appears on 
the records of the Cooperative, with first class postage 
thereon prepaid, and postmarked at least five (5) days 
prior to the meeting date. The attendance of a Director 
at any meeting of the Board shall constitute a waiver of 
notice of such meeting unless such attendance shall be 
for the express purpose of objecting to the transaction of 
any business, or of one or more items of business, on the 
ground that the meeting shall not have been lawfully 
called or convened. 

SECTION 5.04. QUOPUPPI. The presence in person of a 
majority of the Directors in office shall be required for 
the transaction of business and the affirmative votes of a 
majority of the Directors present and voting shall be re- 
quired for any action to be taken; PROVIDED, that a 
Director who by law or these Bylaws is disqualified from 
voting on a particular matter shall not, with respect to 
consideration of and action upon that matter, be counted 
in determining the number of Directors in office or 
present; AND PROVIDED FURTHER, that, if less than 
a quorum be present at a meeting, a majority of the Di- 
rectors present may adjourn the meeting from time to 
time, but shall cause the absent Directors co be duly and 
timely notified of the date, time and place of such ad- 
journed meeting. 

SECTION 5.05. Board fkction by VJritten Comefit. 
Without a Board meeting, the Board may take any ac- 
tion required, or permitred, to be taken ar any Board 
meeting if the action is talten by all Directors as evidenced 
by their written consent which can be accomplished by 
computer e-mail. 
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the  Board of Directors from time to ti 

§ECTI[ON 6.01. Number and Tide. The officers of the 
Cooperative shall be a President, Vice President , Secre- 
tary and Treasurer, and such other officers as may from 
time to time be determined by the Board of Directors. 
The offices of Secretary and Treasurer may be held by the 
same person. The above officers shall be Board members. 

SECTION 6.02. Election and Term of Office. The 
four officers named in Section 6.01 shall be elected by 
secret written ballot, annually and without prior nomi- 
nation, by and from the Board of Directors at the first 
meeting of the Board held after the Annual Meeting of 
the members. If the election of such officers shall not be 
held at such meeting, it shall be held as soon thereafter as 
conveniently may be. Each such officer shall hold office 
until the meeting of the Board first held afier the next 
succeeding Annual Meeting of the members or until his 
successor shall have been duly elected and shall have quali- 
fied, subject to the provisions of the Bylaws with respect 
to the removal of Directors and to the removal of officers 
by the Board of Directors. Any other officers may be 
elected by the Board from among such persons, and with 
such title, tenure, responsibilities and authorities, as the 
‘oard of Directors may from time to time deem advis- 

&ble. 

SECTION 6.03. Wem~vad. Any officer, agent or em- 
ployee elected or appointed by the Board of Directors 
may be removed by the Board whenever in its judgment 
the best interests of the Cooperative will thereby be served. 

SECTION 6.04. Vacancies. A vacancy in any office 
elected or appointed by the Board of Directors shall be 
filled by the Board for the unexpired portion of the term. 

SECTION 6.05. President. The President shall: 

(a) be the principal executive officer of the Board of Di- 
rectors and shall preside at all meetings of the Board of 
Directors, and unless determined otherwise by the Board 
of Directors, at all meeting of the members; 
(b) sign, with the Secretary, deeds, mortgages, notes, 
bonds, contracts o r  other instruments authorized by the 
Board of Directors to be executed, except in cases in which 
the signing and execution thereof shall be expressly del- 

ited by the Board of Directors or by these Bylaws to 
.,me other officer or agent of the Cooperative, or shall be 

required by law to be otherwise signed or executed, and 
(c) in general, perform all duties incident to the office of 
President and such other duties as may be prescribed by 

SECTION 6.06. Vice President. In the absence of the 
President, or in the event of his inability or refusal to act, 
the Vice President shall perform the duties of the Presi- 
dent, and when so acting, shall have all the powers of and 
be subject to all the restrictions upon the President; and 
shall perform such other duties as from time to time may 
be assigned to him by the Board of Directors. 

SECTION 6.07. Secretary. The Secretary shall: 

(a) keep, or cause to be kept, the minutes of the meetings 
of the members and of the Board of Directors in one or 
more books provided for that purpose; 
(b) see that all notices are duly given in accordance with 
these Bylaws or as required by law; 
(c) be custodian of the corporate records and of the seal 
of the Cooperative and see that the seal of the Coopera- 
tive is affixed to all documents the execution of which, on 
behalf of the Cooperative under its seal, is duly autho- 
rized in accordance with the provisions of these Bylaws 
or is required by law; 
(d) have general charge of all the Cooperative’s books and 
records; and, 
(e) in general, perform all duties incident to the office of 
the Secretary and such other duties as from time to time 
may be assigned to him by the Board of Directors. 

SECTION 6.08. Treasurer. The Treasurer shall: 
(a) have charge and custody of and be responsible for all 
fiinds and securities of the Cooperative; 
(b) receive and give receipts for monies due and payable 
to the Cooperative from any source whatsoever, and de- 
posit or invest all such monies in the name of the Coop- 
erative in such bank or banks or in such financial institu- 
tions or securities as shall be selected in accordance with 
the provisions of these Bylaws; and (c) in general perform 
all the duties incident to the office of ‘Treasurer and such 
other duties as from time to time may be assigned to him 
by the Board of Directors. 

SECTION 6.09. Delega t ion  of Secretary’s a n d  
Treasurer’s Responsibilities. Notwithstanding the du- 
ties, responsibilities and authorities of the Secretary and 
of the Treasurer herein before provided in Sections 6.07 
and 6.08, the Board of Directors by resolution may, ex- 
cept as otherwise limited by law, delegate, wholly or in 
part, the responsibility and authority for, and the regular 
or routine administration of, one or more of each such 
officer’s such duties to one or more agents, other officers 
or employees of the Cooperative who are not directors. 
To the extent that the Board does so delegate with re- 
spect to any such officer, that  officer as such shall be re- 
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leased from such duties, responsibilities and authorities. 

SECTION 6.10. Other OEC~ES. The Board of Direc- 
3rs may appoint a Chief Executive Officer, also known 
,s the Head Coach, who shall assume the position for- 
merly known as the General Manager, a Chief Operating 
Officer and a Chief Financial Officer who shall perform 
all duties, shall have all responsibilities, and may exercise 
all authority prescribed by rhe Board. The same indi- 
vidual may simultaneously hold more than one office. 
These officers are nor required to be members of the Co- 
operative. 

SECTION 6.1 1. Bonds. The Board of Directors shall 
require the Treasurer and any other officer, agent or ern- 
ployee of the Cooperative charged with responsibility for 
the custody of any of its funds or property to give bond 
in such sum and with such surety as the Board of Direc- 
tors shall determine. The Board of Directors in its dis- 
cretion may also require any other officer, agent or em- 
ployee of the Cooperative to give bond in such amount 
and with such surety as it shall determine. The costs of 
all such bonds shall be borne by the Cooperative. 

SECTION 6.12. Indemnification of Officers, Direc- 
tors, S t F  Employees and Agents. The Cooperative shall 

idemnifjr any person who was or is a party, or is threat- 
.ned to be made a party to any threatened, pending, or 
completed action, suit or proceeding whether civil, crimi- 
nal, administrative or investigative (other than an action 
by, or in the right of, the Cooperative) by reason of the 
fact that such person is or was a director, officer, staff 
employee or agent of the Cooperative, or who is or was 
serving at the request of the Cooperative as a director, 
officer, staff employee or agent of another cooperative, 
association, corporation, partnership, joint venture, trust 
or other enterprise, against expenses (including all costs 
of defense), judgments, fines and amounts paid in settle- 
ment actually and reasonably incurred by such person in 
connection with such action, suit or proceeding, if such 
person acted in good faith and in a manner such person 
reasonably believed to be in, or not opposed to, the best 
interests of the Cooperative, and, with respect to any 
criminal action or proceeding, had no reasonable cause 
to believe the conduct of such person was unlawfiil. The 
termination of any action, suit or proceeding, had no 
reasonable cause to believe the conduct of such person 
was unlawful. The termination of any action, suit or 
proceeding by judgment, order, settlement, conviction, 

upon a plea of nolo contendre or its equivalent, shall 
.ot of itself, create a presumption that the person did 

not act in good faith and in a manner which such person 
reasonably believed to be in, or not opposed to, the best 
interests of the Cooperative, and with respect to any crimi- 

10 

/ I :  ff 
rial action or proceeding, had reasonable cau e to believe - 
that the conduct of such person was unlawful. 
To the extent that a director, officer, staff employee or 
agent of the Cooperative has been successful, on the mer- 
its or otherwise, in the defense of any action, suit or pro- 
ceeding referred to in paragraph I ,  (and, in addition, 
actions by or in the right of, the Cooperative) of any claim, 
issue or matter therein, such person shall be indemnified 
against expenses (including all costs of defense) actually 
and reasonably incurred by such person in connection 
therewith. 
The indemnity herein provided shall be co-extensive with 
those authorized under Kentucky Revised Statute Chap- 
ter 271B and shall be effective in accordance with all of 
the terms and conditions of such statute. 
The Cooperative may purchase and maintain insurance 
on behalf of any person who is or was a director, officer, 
staff employee or agent of the Cooperative, or who is or 
was serving at the request of the Cooperative as a director, 
officer, staff employee or agent of another cooperative, 
association, Corporation, partnership, joint venture, trust 
or other enterprise, against any liability asserted against 
such person and incurred by such person in any such 
capacity, or arising out of the status of such person as 
such, whether or not the Cooperative would have the 
power to indemnity such person against such liability 
under the provisions of this Bylaw. 

SECTION 6.13. Reports. The Cooperative shall sub- 
mit at each Annual Meeting of the members reports cov- 
ering the business of the Cooperative for rhe previous 
fiscal year and showing the condition of the Cooperative 
at the close of such fiscal year. 

ARTICLE VI0 
Now-Profit o r  

SECTION 7.01. Interest of Dividends Capital Pro- 
hibited. The Cooperative shall at all times be operated on 
a cooperative nonprofit basis for the mutual benefit of its 
patrons. No interest or dividends shall be paid or payable 
by the Cooperative on any capital furnished by its patrons. 
(Deposits are not to be construed as Capital furnished for 
purpose of this Section). 

SECTION 7.02. Patronage Capital in Connection with 
Furnishing Electric h e ~ g y .  In the fiirnishing of electric 
energy the Cooperative’s operations shall be so conducted 
that all patrons will, through their patronage, furnish capi- 
tal for the Cooperative. In order to induce patronage and 
to assure that the Cooperative will operate on a non-profit 
basis, the Cooperative is obligated to account on a patron- 
age basis to all its patrons for all amounts received and 
receivable from the furnishing of electric energy in excess 



of operating costs and expenses properly chargeable against 
the furnishing of electric energy. Nl such amounts in ex- 
cess of operating costs and expenses at the moment of re- 

4pt by the cooperative are received with the understand- 
ig that they are hrnished by the patrons as capital. The 

Cooperative is obligated to pay by ciedits to a capital ac- 
count for each patron all such amounts in excess of operat- 
ing costs and expenses. The books and records of the Co- 
operative shall be set up and kept in such a manner that at 
the end of each fiscal year the amount of capital, if any, so 
furnished by each patron is clearly reflected and credited 
in an appropriate record to the capital account of each 
patron. All such amounts credited to the capital account 
of any patron shall have the pursuance of a legal obligation 
to do so and the patron had then furnished the Coopera- 
tive corresponding amounts of capital. All other amounts 
received by the Cooperative from its operations in excess of 
costs and expenses shall, insofar as permitted by law, be (a) 
used to offset any losses incurred during the current or any 
prior fiscal year and (b) to the extent not needed for that 
purpose, allocated to its patrons on a patronage basis, and 
any amount so allocated shall be included as a part of the 
capital credited to the accounts of patrons, as herein pro- 
vided. 
In the event of dissolution or liquidation of the Coopera- 
tive, h e r  all outstanding indebtedness of the Cooperative 
‘ d l  have been paid, outstanding capital credits shall be 
;tired without priority on a pro rata basis before any pay- 

ments are made on account of property rights of members. 
PROVIDED, that insofar as gains may at that time be 
realized from the sale of any appreciated asset, such gains 
shall be distributed to all persons who were patrons dur- 
ing the period the asset was owned by the Cooperarive in 
proportion to the amount of business done by such pa- 
trons during that period, insofar as is pracricable, as deter- 
mined by the Board of Directors before any payments are 
made on account of property rights of members. If, at any 
time prior to dissolution or liquidation, the Board of Di- 
rectors shall determine that the financial condition o f  the 
Cooperative will not be impaired thereby, the capital then 
credited to patron’s accounts may be retired in full or in 
part. Any such retirements of capital shall be made as 
determined from time to time, by the Board of Directors. 
Capital credited co the account of each patron shall be 
assignable only on the books of the Cooperative pursuant 
to written instruction from the assignor and only to suc- 
cessors in interest or successor in occupancy in all or a part 
of each patron’s premises served by the Cooperative, unless 
the Board of Directors, acting under policies of general 

>plication, shall determine otherwise. 
,otwithstanding any other provision of these Bylaws, the 

Board of Directors shall at its discretion have the power at 
any time upon the death of any patron who was a natural 
person (or, if as so provided for in the preceding paragraph, 

upon the death of an assignee of t 

patron, which assignee was a natural person), if the legal 
representative of his estate shall request in writing that the 
capital so credited or assigned, as the case may be, be re- 
tired prior to the time such capital would otherwise be 
retired under the provisions of the Bylaws, to retire such 
capital immediately upon such terms and conditions as 
the Board of Directors, acting under policies of general 
application to situations of like kind, and such legal repre- 
sentatives, shall agree upon; PROVIDED, however, that 
the financial condition of the Cooperative will not be im- 
paired thereby. 
The Cooperarive, before retiring any capital credited to 
any patron’s account, shall deduct therefrom any amount 
owing by such patron to the cooperative, (and may deduct 
interest thereon at the Kentucky legal rate on judgments 
in effect when such amount became overdue, compounded 
annually). 
The patrons of the Cooperative, by dealing with the Co- 
operative, acknowledge that the terms and provisions of 
the Articles of Incorporation and Bylaws shall constitute 
and be a contract between the Cooperative and patron, 
and both the Cooperative and the patrons are bound by 
such contract, as fully as though each patron had indi- 
vidually signed a separate instrument containing such terms 
and provisions. The provisions of this Article of the By- 
laws shall be called to the attention of each patron of the 
Cooperative by posring in a conspicuous place in the 
Cooperative’s office. 

SECTIlON 8.8% * Disposition and Pledging of Properepr. 
(1) No t  inconsistently with Kentucky Revised Statutes, 
Section 279.140, the Cooperative may authorize the sale, 
lease, or other disposition of any of the Cooperative’s 
properties and assets only upon the affirmative votes of a 
majority of the then members of the Cooperative at a 
duly held meeting. (2) The  board may sell any of the 
following property without authority from the members: 
(a) Property that is no t  necessary in operating and 
maintaining the system, but sales of such property shall 
not in any one year exceed ten percent in value of all the 
property of the Cooperative other than merchandise and 
property acquired for resale; 
(b) Services and electric energy; 
(c) Property acquired for resale; and 
(d) Merchandise. 

SECTHON 8.02. Distribution of Surplus Assets on 
Dissolution. TJpon the Cooperative’s dissolution, any 

1 1  



assets remaining after all liability or obligations of the 
Cooperative have been satisfied and discharged shall, to 
the extent practicable as determined by the Board of 
Oirectors, be distributed without priority but on an equal 

isis anlong all persons who were active members on the 
last day at business of the Cooperative. PROVIDED, 
HOWEVER, that if in the judgment of the board the 
amount of such surplus is too small to justify the expense 
of making such distribution, the Board may, in lieu 
thereof, donate, or provide for the donation of, such 
surplus to one or more nonprofit charitable or educational 
organizations that  are exempt from Federal income 
taxation. 

ARUUCQE OX 
SEAR, 

The Corporate seal of the Cooperative shall be in the 
form of a circle and shall have inscribed thereon the name 
of the Cooperative and the words “Corporate Seal, 
Ken tuck y. ” 

SECTION 10.01 Contracts.  Except as otherwise 
provided by law or  these Bylaws, the Board of Directors 

ty authorize any Cooperative officer, agent or employee 
.a enter into any contract or  execute and deliver any 
instrument in the name and on behalf of the Cooperative, 
and such authority may be general or confined to specific 
instanc,es. 

SECTION 10.02. Checks, Drdts, Etc. All checks, drafts 
or other orders for the payment of money, and all notes, 
bonds or other evidences of indebtedness, issued in the 
name of the Cooperative, shall be signed or countersigned 
by such officer, agenc or  employee of the Cooperative 
and in such manner as shall from time to  t ime be 
determined by resolution of the Board of Directors. 

GyyF 
SIECTION 10.04.. Kscd year. The Cooperati es fiscal 
year shall begin on the first day of the month of January 
of each year and end on the thirty-first day of December 
of the same year. 

ARUUCLE Xi 
WVAUVER OF NQTOCE 

Any member or director may waive, in writing, any notice 
of meetings required to be given by these Bylaws. 

These Bylaws may be altered, amended or  repealed by 
the majority vote of the Board of Directors at  any regular 
or special Board Meeting; 01 by unanimous written 
consent of the Directors without a meeting. 

Unless the Board of Directors determines otherwise at 
any time, and consistent with applicable law, the Articles 
of Incorporat ion o r  these Bylaws, par l iamentary 
procedure at all meetings of the members, of the Board 
of Directors, of any committee provided for in these 
Bylaws and of any other committee of the members of 
the Board of Directors which may from time to time be 
duly established shall be governed by the most recent 
edition of Robert’s Rules of Order. 

ARTQCkE XQV 
GENDER 

GENDER: Any inclusion in these Bylaws of the male 
pronouns, he or his, is fully intended to and shall, where 
applicable, be deemed to necessarily include and apply 
equally to the feminine gender pronouns, she or hers. 

SECTHOI+4 10.03. Deposits, Investments. All funds of 
the Cooperative shall be deposited or invested from time 
to time to the credit of the Cooperative in such bank or 
banks or in such financial securities or institutions as the 
Board of Directors may select. 

I, Tom Estes, Secretary of South Kentucky Rural Electric Cooperative Corporation, do hereby certifj. that the above is a 
true and correct copy of the By-Laws as adopted by the Board of Directors at a meeting duly and regularly held on 

; and as amended through the date signed. 

12 
Tom Estes, Secretary 





Item No. 9 

c 7-00374 Page 1 of 1 
Witness: Jim Adkiiis 

Q Refer to the Application, page 3. Concerning the purchase of: the Mcrnticello 
Distribution substation by East Kentucky Power Cooperative, Inc. ("EKQC") 
from South Kentucky, has a forma8 purchase contract or agreement, been 
negotiated between E&( C and South Kentucky for the purchase of this substation? 

a. If yes, provide copies of the purchase or agreement. 
b. If no, indicate when South Kentucky expects the contract will be prepared or 

explain irr detail why a purchase agreement would not be required. 

R A formal purchase agreement for the sale of this distribution substatian will eventually 
be developed and tnost likely will be completed some time in early 2008. 





item No. I O  
Page 1 o f A  

Witness: Allen Anderson 

c 

PO 

Q. Refer to the Application, page 4, where it is stated that EKPC will purchase 
either from South Kentucky or the Tennessee Valle Authority ("TVal') a 69 kV 
transmission line at the same price it would cast South Kentucky if the line were 
purchased from TVA. 

a. State whether South Kentucky or EKPC has contacted IVA regarding the 
possibility of either party purchasing this 69 kV transmission line and whether 
the TVA is agreeable to selling the line. 
(1 .) If YVA is willing to sell the line, provide the selling price. 

VA has not been contacted, explain why South Kentucky believes TVA 
~~~~~~~ to sell the line. 

b. Explain how the proposed transfer of assets from MEPB to South Kentucky 
would he affected if South Kentucky or EKPC were unable to pixchase the TVA 
ti-a nsrn iss i o n I i n e. 

. TVA is w~~~~~~ 10 sell this transmission line at a price sf $317,089.00. Attached is a 
copy of the letter from TVA which states this sales price. 



Tennessee Valley Authority, 6045 Russellville Road, Bowling Green, .Kentucky 421 01 -731 9 

May 16,2007 

r. Alien Anderson 
wiidlent & CEQ 

Cooperative Corporation 
South Kentucky Rural Electrio 

S O I R W S ~ ~ ,  Kentucky 42502-09’1 0 

Ggrreral Manager 
Customer S@rwtce 
Kentucky 





SOUTHKENTUCKYRECC Item No. 1 1  

CASE NO. 2007-00374 P a g e  1 of 1 
Witness: Jim Adkins 

RESPONSE TO COMMISSION STAFF'S FIRST DATA REQUEST 

Q. Refer to the Application, page 6. 

a. 

b. 

Provide the expected cost of operation for the distribution facilities to be 
constructed to interconnect the MEPB and South Kentucky systems. 
Explain in detail why South Kentucky is not seeking Commission approval of the 
financing for the proposed transaction, pursuant to KRS. 278.300. 

R a. The expected cost of operations for the distribution facilities to be constructed 
to interconnect the MEPB and SKRECC systems is listed below. 

Operations and maintenance 
Depreciation 
Interest 
Margins 
Total 

2,805 
1,683 
2,550 

- 1,785 
8,823 

b. South Kentucky has not sought Commission approval for the financing of the 
proposed transaction as of yet because the final financing arrangements have 
not been completed as of yet. However, SKRECC has provided much of the 
information in this application that would be required for the approval of the 
financing of this agreement by the Commission. 





Item No. 12 SOUTH TU cc 
Page 1 of I 

Witness: Jim Adkins 

c 

Q Refer to the Application, Exhibit A, page 'l of 2. The first reason given for South 
Kentucky purchasing the assets states that, due to the aging of the electric plant 
and MEPB not desiring to incur substantial debt necessary to efficiently provide 
service to its customers, the sale of the fixed assets was in the customers' best 
interest. 

a. Explain why MEQB would incur substantial debt to efficiently provide service 
if it did not transfer it assets. 

b. Does South Kentucky anticipate incurring substantial debt to efficiently provide 
service to the former MEQB customers? Explain the response in detail. 

R. a. The rationale that the MEQB is willing to sell its fixed assets because of its desire 
not to incur substantial debt to maintain an aging electric plant has been one of 
discussion between these SKRECC and MEPB. 

b. South Kentucky does not anticipate incurring additional debt beyond what would 
be expected to be incurred for similar types of loads currently on its system to 
efficiently provide service to ts current members and the former MEQB customers. 





Item No. 13a 13b 
Page 1 of 1 

Witness: Allen Anderson 

Q Refer to the Application, Exhibit E. 
a. The second paragraph indicates that from the period when South Kentucky 

acquires ownership of the MEPB fixed assets until November 2008, all reporting, 
administrative, and accounting functions would be maintained as if MEPB still 
existed under separate ownership so as to comply with the TVA contract. If the 
closing occurs prior to December 31, 2007, does South Kentucky plan to reflect 
the asset transfer in the financial statements included in 2007 annual report filed 
with the Commission? Explain the response. 

R a South Kentucky does not plan the reflect the asset transfer in its financial 
statements until January 1, 2008. SKWECC feels that this would be best for three 
primary reasons: One, it would be a very short period of time from the November 6, 
2007 voting date to accomplish such an important task. Two, the financial 
statements for 2007 would present the result of operations for the activities that 
SKRECC was primarily engaged in during the year. And three, the transfer 
would be made in 2008 more fully insuring the potential for a more accurate and 
mistake free reporting. 

Q. b. The third paragraph states that the MEPB customers will not come under the full 
control of South Kentucky with full rights of membership until after November 2008. 
(1 ) Define what is meant by "full rights of membership." 
(2) Since the funding of the memberships in South Kentucky has been incorporated 
into the transaction and South Kentucky would be providing service once the 
transaction closes, explain in detail why the MEPB customers will not have full 
rights of membership until November 2008. 

R. b. SKRECC considers I'full rights of membership" to be consistent with the rights of 
all existing members of South Kentucky including all rights granted by KRS 
279.090 and conferred by SKRECC's bylaws. The Commission makes a good 
point that SKRECC had not fully considered. There is no reason not to afford 
membership status to all MEQB upon its purchase of the MEPB assets and 
SKRECC will do so upon finalization of the transaction whereby SKRECC 
acquires the assets of MEPB. 



SOUTH KENTLJCKY RECC 
CASE NO. 2007-00374 

RESPONSE TO COMMISSION STAFF'S FIRST DATA REQUEST 

Item No. 13c 
Page 1 of I 

Witness: Jim Adkins 

Q c Concerning the rates South Kentucky will be charging to the MEPB 
customers between the time the transaction closes and November 2008, 
explain in detail how South Kentucky proposes to handle these events within 
it existing tariffs. include in this response whether South Kentucky believes it 
will be necessary to file a rate case to change the rates in November 2008. 

R c South Kentucky proposes to handle these events in the following manner. The 
customers will remain on their current rates as long as wholesale power 

is provided by TVA which lasts until November 2008. 

In November 2008, South Kentucky will place the former MEQB customers into 
rates classes based upon the load characteristics of these customers and based 
upon classification criteria of SMWECC's current tariffs. 

It is SKRECC's general feeling that a rate case will not be necessary in 
November 2008 because SKWECC does not anticipate a need for any change 
in rates in November 2008. 





Item No. 14 
Page 1 of 1 

Witness: Jim Ad kins 

Q Refer to the Application, Exhibit 6, page 3 of 4. 
a. Explain how debt issued in September and December 2007 (Notes 1,4362 and 

SA 363) could have a current balance reported as May 31,2007 
b. Explain how it is possible to have interest paid in 2006 for debt issued in 2007 

(Notes IA 361 and IA 362). 

W. The correct year of issue for Notes IE361, lE362, and lE363 was 2006 and not 2007 
as listed on Exhibit 6. 
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item 15a 
Page 1 of 2 

Witness: Jim Adkins 

PO T 

Operating Revenue 
Purchaed Power Cost 
Gross Margin 

Distribution Expense-Operations 
Distribution Expense-Maintenance 
Consumer Accounts Expense 
Customer Sew 8 Information Exp. 
Sales Expense 
Administrative st General Expense 
Depreciation Expense 
Tax Expense - Other 
Interest on Long Term 
Interest Expense - Other 
Other Deductions 
Tota I Distribution Expense 

$ 96,378,439 
69,940,260 
26,438,179 

3,078,556 
5,190,982 
3,368,055 

578,227 
21 , I  52 

3,389,QI 4 
4,564,560 

95,498 
5,079,898 

74,772 
- 78,083 

25,518,796 

Operating Margin 91 9,383 

Non Operating Margins-Interest 
Income (loss) from Equity Investments 
Non Operating Margins-Other 
Other Capital Credits 

184,475 
(71,822) 
58,543 

148,457 

Net Margins $ 1,239,036 
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c Item No. le i  
Page 1 of 2 

Witness: Jim Adkins 

c UE 

Q. Refer to the Application, Exhibits K, L, and M. Exhibit K shows the total amount to 
be financed is $4,400,000. In Exhibit L, it is stated that the proceeds from the sale 
of the distribution substation to EKPC, less the cost of interconnection facilities 
anticipated to be $1,149,000, and will be used to offset the initial purchase price 
paid to IVIEPB. Exhibit H states that the net cost of the purchase of the MEPB fixed 
assets to be $4,686,000 less the $1,200,000 gross proceeds from the distribution 
substation sale, or $3,486,000. 

a. Explain why the net amount from the sale of the distribution substation was not 
reflected in the determination of the amount to be financed shown on Exhibit K. 

b. Explain why the net cost for the assets shown on Exhibit M includes $86,000 
in memberships that are to be reimbursed by the city of [Wonticello, as stated in 
Exhibit K. 

c. Based on the information provided in Exhibits K, L, and M, recalculate the amount 
to be financed and the estimated net cost of the purchase. 

R a. The amount to be financed by the MEPB is $4,400,000. The sale of the distribution 
substation is a completely separate transaction with EKPC. Wow the substation 
transaction will be financed as not been determined yet. 

b. The inclusion of the $86,000 for membership was a negotiated piece of this 
transaction. SKRECC did not feel that the MEQB customers should be responsible 
for the membership fee since they were not charged a membership fee by the city. 
So accordingly, SMWECC agreed to pay this additional amount so that the city 
could pay the membership fee. 

e. Relevant cost data are provided below: 

Cost of fixed assets purchased from MEPB 
Cost of interconnection of the two systems 
Total cost 
Less: Sale of distribution substation to EKPC 
Net Cost to South Kentucky 

$4,686,000 
51,000 

4,737,000 
+I .200.000 

$ 3,537,000 



Item No. 16 
Page 2 of 2 

Witness: Jim Adkins 

Relevant financing data 

Initial purchase price to City of Monticella 
Less: Initial payment ta the city 
Amount Financed with city 

If EMPC pays cash for distribution substation, listed 
below would be the cash balance 

Sale of Substation 
Less; Interconnection costs 
Less: Payment to City 
Cash balance 

$ 4,686,000 
286.000 

9; 4,400,000 

$ 1,200,000 
511,000 

286,000 
$ 863,000 





Page 1 of 1 
Witness: Jim Adkins 

Q. Refer to the Application, Exhibit M, page 1 of 2. 
contract listed. 

rovide the current status of each 

rovided below is the current status of the contracts listed in Exhibit M. 

urckase agreement with the ME B has been completed. 

2 Contract amendment for the purchase of power from the TVA is being 
developed. 

3 Contract for the purchase of the Transmission line from the TVA is being 
developed and with an agreed price. Line may be purchased by EKPC instead 
of SKRECC. 

4 Contract for the sale of the TVA transmission line to EKPC could be direct sale 
from TVA to EKPC instead of from BVA to SKRECC to EKPC. 

5 Contract for the sale of the distribution substation to EKPC is in process. 

The above contracts will move forward in an expeditious manner once the voters 
approve this sale of the MEPB fixed assets. 





SOUTH Item No. 18a 
Page 1 of' 

Witness: Allen Anderson 

R TO GQ 

efer to the Application, Exhibit R, the Purchase and Sales Agreement ("Purchase 

a. Page 2 of paragraph 2, of the Purchase Agreement states that the city of 
Monticello will pay South Kentucky the $25 membership fee per number of 
customers sewed at the date of sale. Exhibit K of the Application shows the 
total amount to be $86,000. Pravide the calculation of the $86,000 and indicate 
whether this total is subject to change. 

Ag re ern en t " ) . 

R. a. This $86,000 amount was arrived at by multiplying the membership fee of $25 
by the number of custoivlers on the city of Mionticella anticipated at the time of 
sale. This total amount is sihject to change. 



Item No. I 8  b thru g 
Page 1 of 4 

Witness: Allen Anderson 

FI TA 

urchase Agreement describes the morkgage for 

e approval or consent of either the Rural Utilities Service (: US") or South 
ntucky's supplement lender? Explain the response. 

ixed assets. Does this financing arrangement require 

R. b. The financing arrange contained in the Purchase Agreement would require the 
approval of RUS and SKRECC's supplemental lender. The 
a lien accommodation from them and it is being developed. The approval from 
the supplemental lender is in process at the current time. 

Q. 6. Page 6, paragraph 12, of the Purchase Agreement states South Kentucky intends 
to offer all employees of Id PB a position with the co rative with wages at or 
above the same wages and benefits for similar jobs. lain why any employees 
hired by South Kentucky from MEPB would be receiving higher wages or benefits 
for similar jobs. 

ses the MEPB, the current empl 
ECC. These slew employees of 

under the wage and salary plan of SKRECC. This wage and salary plan provides 
benefits higher than what the current MEPB employees are paid 

age 7, paragraph 44, of the urchase Agreement describes the situation if the 
ansaction cannot be consummated and closed. It provides that South Kentucky 

would provide wholesale electricity to M B and its customer base for a period 
of no less than 2 years from November 2008 and at a wholesale rate equal to the 
wholesale rate charged to South Kentucky. 

(I) Explain in detail how South Kentucky, a distribution cooperative, can make 
wholesale esectricity sales. include citations to applicable statutes and South 
Kentucky's Articles of Incorporation and Bylaws. 
(2) Explain in detail why a wholesale electricity transaction was not arranged with 
EKPC. 

R d TheMEP terminated its supply agreement with TVA in November 2003 to not be 
effective for 5 years to expire November, 2008. The agreement between South 
Kentucky and MEP , although entered into in January, 2007 cannot be finalized 



lteni No. 18 b thru g OUT 
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Witness: Allen Anderson 

until November, 2007 upon approval by the registered voters of Monticelio, a 
delay often (10) months. During this 20 month period, M could seek out and 
obtain another supplier but for the agreement with South tucky. It is apparent 
that in the unlikely event the voters do not approve the sale of the assets of MEP 
there may not be sufficient time for ME 
electricity. Rather than literally leavin customers 'Pout in the cold", 
Soiith Kentucky contracted to alleviate the risk of waiting the 'I 0 months for voter 
approval by agreeing to guarantee a po r supply to MEPB at South Kentucky's 
wholesale price, that is, the price South ntueky is charged by its wholesale 
supplier, East Kentucky ower Cooperative. 

re an adequate supply of 

South Kenlucky knows of not statutory or other authority prohibiting its sate of 
ehectricity at the rates it is charged. South Kentucky will not be maintaining the  
MEPB plant or making sewicelrepair calls. It will merely be responsible for 
assuring that ekctricity is furnished to MEP in the event the safe is not approved 
by the voters. Furnishing electricity at wholesale prices will therefore not impair 
South Kentucky's ~ o m ~ i ~ ~ e ~ ~  to its members or adversely affect South Kentucky 
financially. 

East Kenl-ucky ower Cooperative will be supplying the electricity, regardless of 
the wording of the agreement and the use of the term "wholesale ele~tricity'~ in 

ment between South Kentucky and 
ntucky was not a party to the 

y. The effect is in all respects the 

ctiorr with South Kentucky. Th 
could not so provide because 

agreement. It makes no appreciable difference that the agreement with the MEPB 
is with South Kentucky and not East Ken 
same. Sirice the date of the agreement, s specifically obligated 
itself to scrpply the ME if the vote is mnfavo ast Kentucky board of 

rectors has considered and has specifically endorse and a 
ntucky's involvement. It should be noted that pursuant to 

between them, East Kentucky is obligated to fulfill all power requirements of South 
Kentucky aiyway. Obviously, lacking any generat capacity, South Kentucky 
cannot furnish electricity it p ~ ~ k ~ e s  if that is what Commission is implying 
by asking how it can make a wholesale electricity sales. It is, and always has 
been a distribution cooperative. But South Kentucky knows of no statutory or 
other basis which renders it incapable of determining to sell eilectricity at its cost 
where it has not responsibility to maintain the plant or provide service to customers 
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especially in light of the overriding need of the customers of MEP 
electricity at reasonable rates if the sale does not gain voter approval. 

Lastly, there is no provision in South Kentucky's articles of incorporation or bylaws 
which prohibits it form assuring that the MEPB customers receive electricity 
even if the sale to South Kentucky is not approved by the voters. 

age 8, paragraph 17 of the Purchase Agreement provides that the MEPB board 
members will serve as an advisory board to South Kentucky and the current 
superintendent of MEPB will be retained by South Kentucky in an advisory 
capacity for a minimum of 2 years with compensation equal to current levels. 

vide the total annual compensation currently paid to the ME 
vide the total annual compensation currently paid to the s ~ p ~ r i n ~ ~ n d e n t .  

e in detail the nature and duties of the advisory functions to be p ~ ~ i d e a  
B board and its superintendent. 

(4) Explain in detail why it is necessary for either the ME 
superintendent to be retained. in an advisory capacity. 
(5) Explain why this arrangement is for a minivnum of 2 years rather than limited 
to ["ro more ihan two years. 

e The total annual compensation currently paid to the ME 
The total annual compensation currently paid to the sup 
The advisory functions and duties to be provided by the 
~ ~ p e ~ ~ n t e ~ ~ ~ e ~ ~ t  are these: 

assets, 
I To serve in a liaison capacity to insure an orderly transfer ME 

2 Ta insure adequate and efficient service to the current ME 
3 To ti-cduble shoot probfems that may arise during the transition. 
4 To point out any potential problem areas dealing with the delivery of 

5 To provide any other assistance 
6 To provide continuity of past ME 

electric power 
t may be needed. 

ECC feels that it is best to keep the board and superintendent in an advisory 
capacity to provide an orderly transfer and ~ o ~ r t i n ~ a t i o n  of efficient operatian 



Item No. 18 b thru g 
Page 4 of 4 

Witness: Allen Anderson 

ET ua WE T 

SKWECC felt that the two year period would be a reasonable minimum amount of 
time as it would provide one year of time before the TVA contract expired and 
a one year of time with the new wholesale power supplier. Additionally, it would 
provide a period of time for the MEQB customers to become comfortable with 
SKRECC as well as for SKRECC to provide efficient service. 

Q f Pages 8 and 9, paragraph 18, af the Purchase Agreement state that the MEPB 
customer deposit liability would transfer to South Kentucky. Provide the amount 
of this liability as of July 31, 2009 showing any accrued interest on the deposits 
separately. 

R f Customer deposits: 
Accrued interest on customer deposits 

152,897 
9,174 
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Q Refertothe urchase Agreement, Exhibit A. Provide a detailed plant schedule 
he plant by type of plant and including the following 
sets to be purchased: information fo 

a. The original cost of the plant 
b. The accumulated depreciation for the plant 
c The date the plant was placed in service 

e. The useful life and remaining life of the plant 
he depreciation method utilized 

ECC does not have plant data as of July 31, 2007. The plant data utilized 
is based on the MEPB fiscal year ending June 30,2007. 

a-b 

0. Description 

360 
36 I 
362 
364 
365 
366 
367 
368 
369 
390 
371 
373 

Land and land righes 
Structurres and improvements 
Station equipment 

Overhead cowkctor and devices 
oles, towers, and fixtures 

nd erg ro und co nd u it 
nderground conductor and devices 
ne Transformers 

Services 
Meters 

stallations on customers premises 
treet lighting and signal systems 

Accu rncalated 
A ~ ~ ~ ~ t  Depreciation- 

15,024 
17,824 

I ,I 54,181 
1,118,664 

491,598 
3,950 

17,860 
1,385,180 

356,972 
242,810 
304,403 

17,236 
508,904 
389,094 
176,068 

2, I33  
9,421 

53'1,602 
247,247 
147,449 
196,533 
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Acct No. Description 
389 Land and lalid rights 
390 Structures and improvements 
391 Office furniture and equipment 
392 Transportation equipment 
393 Stores equipment 
394 
395 Laboratory equipment 

ower operated equipment 
397 Communication equipment 
398 Miscellaeous equipment 

TOOIS. Shop, and garage equipment 

Amount 
1 12,948 
682,723 
1 29,313 
425,948 

328 
12,567 
9,161 

14,580 
28,529 
3.047 

Accumulated 
5e~reciation 

170,066 
42,559 

401,156 
356 

11,972 
2,338 

13,979 
26,504 

1.747 
1,419,143 670,677 

c. The original date that plant was placed in sewice as the MEP 
November 4, 1947. Exhibit 3 in Ithibit 0 of the original filing provides an 
estimate of the dates that individual plant items were placed in service. 

d. Property, plant and equipment are depreciated using the straight line method 
on a composite basis using percentages prescribed by TVA ranging from 
2.5 to 20% annually. 

xhibit 3 contained in Exhibit 0 of the original finling provides an excellent 
estimate of the useful life and the remaining life for individual plant items. 
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RES EQUEST 

Q Refer to the Application, Exhibit S. Provide signed copies of the ordinance adopted 
by the city of Monticello. 

R. Attached as page 2 of this response is a signed copy to the requested ordinance. 



ORDWANCENO. 730 

AN OKDITVANCE BY THE CITY COUNCIL, OF THE CITY OF MONTICEUO, 
KENTXJCKY RELATED TO TEE DXSPOSITION OR SALE OF TEJE 
MOMTICELLO ELECTRIC PLANT BOARD ELECTRlC FACILH’II1O%S, 
STATING TWE FINDING OF FACTS RELATED THERETO, STATING THE 
IDESDXABLEIT1I OF THE SALE, IDLRECTTNG TJ3E QUESTION OF TFKE SALE 
TO BE PREPARED APSD PLACED BEFORE QUALliFIED VOTERS OF 
MOWTICELLO, BROVLDING FOR THE CERTIFICATION QF S A I D  
ORDINANCE TO THE COUNTY CLEFCK, AND PROVIDING FOR 
ADVERTISEMENT QF SUCH ELECTION. 

IREFORIE, BE IT ORDAINED by the City Council of the City of 
Monticello, Kentucky as follows. 

Section 1 That the City Council hereby finds the following facts, that the Monticello 
Electric Plant Board has adopted a Resolution, attached hereto, that states the Board has 
approved the proposed sale or disposition of it’s electric facilities, including a full 
description of the property to be sold, the purchaser thereof, the consideration to be 
received, along with terms and conditions, and the date on which an election shall be 
heid, all pursuant to KRS 96.860 

Section 2. That the Monticello Electric Plant Board submitted said Resolution to the 
City Council of the City of Monticello, Kentucky, who subsequently approved the 
Resolution on January 23,2007 at a duly convened meeting of the Council 

Section 3 .  That due to the fact that the electric facility is geographically surrounded 
without the possibility of growth, that a larger system would benefit the customers of the 
electric facility through better bargaining and purchasing power that could lead to better 
rates, and that a larger system would provide faster and more reliable service in the 
unfortunate event of a disaster, the Monticello City Council. hereby declares the sale to be 
desirable. 

Section 4. That the question as to the sale or disposition of the Monticello Electric 
Plant Board electric facility shall be submitted to the qualified voters of the City of 
Monticello at the next regular election, said election to be held November 6,2007. 

Section 5. That the question posed to the qualified voters shall be: “Are you in favor 
of the sale or disposition of the Monticcllo electric plant, for the consideration of 
$4,686,000.00 (four million six hundred eight-six thousand dollars)?” Said voters shall 
indicate a ‘‘Yes” or “No” vote. 

Section 6.  
Tuesday of August 2007 

Section7. That the Mayor shall advertise said election and the object thereof 
pursuant to KRS Chapter 424, also by printed handbills posted in not less that four (4 )  
conspicuous places i n  each voting precinct in the City of Monticello and at the 
courthouse door. All qualified and legal voters of the City of Monticello shall be 
privileged to vote at said election. 

Section 8. 
publications as required by Kentucky Statute. 

That this ordinance shall be certified to the county clerk by the second 

._ 

That this ordinance shall take effect immediately upon its adoption and 

PIJBLICLY READ, APPROVED, AND ADOPTED at a duly convened meeting of the 
City Council of the City of Manticello, K.entucky held this 9” day of AJX?J 2007. 

MEPB Rclcrcndum Snlc Ordinance 2007 1 



APPROVED: 

ATTEST: -I- 

IFFRST IRIEADBNG: March 12,2007 
SECOND REAIpW6: April 9,2007 
BUBLll CATION : A p e i l 1 8 , m  

M E P B  Rclerndurn Sslc Ordinance 2007 2 
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EST 

Q. Refer to the Application, Exhibit T. Provide copies of any other correspondence 
to or from the RUS related to the proposed transaction. 

R. No additional correspondence had been sent or received from RUS. 
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c 

Q. Provide the following accounting entries for the books of South Kentucky. The 
entries should conform to the requirements of the RUS Uniform System of 
Accounts. 

a. 

b. 

C. 

R. a 

The entries to be made to record the purchase of the MEPB fixed assets. 
Include all entries associated with the 30 year note and the payment of 
members hips. 
The entries to be made to record the purchase and subsequent sale of the 
Monticello substation. 
The entries to be made to record the purchase and subsequent sale of the TVA 
69 kV transmission line. 

Provided below is the expected entry to be made to record the purchase of the 
fixed assets of the MEPB. 

Acct No Description 

360-373 Various distribution plant accounts 
389-399 Various general plant accounts 

224.14 Mortgage notes payable 
131.1 Cash 

To record purchase of MEPB fixed assets 

131.1 Cash 
200 Memberships 

To record the payment of the memberships 
of current customers of MEPB 

Debit Credit 
Amount Amount 

3,775,500 
91 0,500 

4,400,000 
286,000 

86,000 
86,000 

b. Provided below is the expected entry to be made to record the sale of the 
distribution substation. 

Debit Credit 
Acct No Description Amount Amount 
I311145 CashlNotes receivable 1,200,000 
360-368 Various distribution plant accounts 1,200,000 
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c. No entries are provided for the transaction dealing with the transmission line 
as it expected that EKPC will purchase that directly from the TVA without 
without any participation from SKRECC in this transaction. 
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Q. Indicate when South Kentucky plans to seek a change in its service territory to 
reflect the proposed transaction. 

R. South Kentucky does not believe it is required under KRS Chapter 278 to seek a 
change in its service territory. Geographic service areas (service territories), are 
mandated by KRS 278.016 which provides, in relevant part, as follows: “. . . 
except as otherwise provided, no retail eIectric supplier shall furnish retail electric 
service in the certified territory of another retail electric supplier.” Chief among the 
stated goals of requiring separate geographic territories is encroachment by one retail 
electric supplier into the certified territory of another. In fact, all of the stated goals in 
KRS 278.01 6 (orderly development, elimination of wastefbl duplication, promotion 
of aesthetic landscapes and prevention of waste of materials and natural resources) 
are accomplished by establishment of geographic territories for retail electric 
suppliers and prohibiting them fiom encroaching on the territory of another. 
Likewise, KRS 278.01 8(1) prohibits one retail electric supplier furnishing service to 
consumers within another retail electric supplier’s certified territory. 

A retail electric supplier is defined at KRS 278.010(4) as “any person, b, 
corporation, association, or cooperative corporation, excluding municipal corporations 
engaged in the fbmishing of retail electric service.” (emphasis added). Thus, South 
Kentucky, as a retail electric supplier cannot, pursuant to its geographic territory 
limitations, fbrnish service to another retail electric supplier’s territory without 
Commission approval. But the Monticello Electric Plant Board, as a municipal 
corporation, is not a “retail electric supplier” and therefore South Kentucky is not 
precluded fiom fbrnishing retail electric service to the area which has been serviced by 
the Monticello Electric Plant Board since 1936 without requiring the Commission to 
hear evidence and amend South Kentucky’s certified territory. Not being an area 
which is part of any other retail electric supplier’s certified territory, South Kentucky 
is not prohibited by KRS 278.016 and KRS 278.018(1) fiom furnishing electric 
service to a non-retail electric supplier’s area. 
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The Monticello Electric Plant Board has furnished electricity to its area since 1936 
and therefore does not appear to be a “new electric-consuming facility” mentioned in 
KRS 278.01 8. As a municipal corporation, its area is exempt fiom Commission 
regulation and its area is not included on the Commission’s map of certified 
territories. However, since the area will be new to South Kentucky, the Commission 
may nonetheless deem the area as a new electric-consuming facility (although South 
Kentucky does not believe it is). If that is the case, Commission action is not required 
pursuant to KRS 278.01 8(2) which addresses who shall hrnish electricity to a new 
electric-consuming facility area not as yet included in a map of certified territories. By 
this statute, retail electric service shall be fbrnished by “the retail electric supplier 
which has an existing distribution line in closer proximity to such electric-consuming 
facility than is the nearest existing distribution line of any other retail electric 
supplier.” The City of Monticello is surrounded on all sides by South Kentucky’s 
certified territory and it is not even necessary to provide a distance of the nearest 
distribution line as no other retail electric supplier is close to Monticello. 

Thus, Commission consideration of a change in South Kentucky’s service territory is 
not required. First, South Kentucky can fieely hrnish electricity to the area serviced 
by the Monticello Electric Plant Board since that area is not within the service 
territory of any other retail electric supplier. Second, even if the area is deemed a “new 
electric-consuming facility”, South Kentucky has the statutory right to fbrnish 
electricity as the closest retail electric supplier. 


