
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

PUBLIC SERVICE 
COMMISSION 

In the Matter of: 

APPLICATION OF SOUTH KENTUCKY RURAL ) 
ELECTRIC COOPERATIVE CORPORATION FOR 1 CASE NO. 
THE APPROVAL, TO PURCHASE THE FIXED 1 2007-00374 
ASSETS OF THE MONTICELLO ELECTRIC ) 
PLANT BOARD ) 

RESPONSE TO COMMISSION STAFF’S 
SECOND DATA REQUEST 

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

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

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

Cooperative Corporation dated and served on October 18,2007. Each copy has been 

placed in a bound volume with each item separately tabbed. 

CERTIFICATION 

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

Officer of South Kentucky 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 formed after reasonable 

inquiry. 

Page 1 of 2 pages 



PRESIDENT & CEO 
SOUTH KENTUCKY RURAL ELECTRIC 
COOPERATIVE CORPORATION 
SOMERSET, KENTUCKY 42501 
(606) 451-4123 

DARRELL L. SAUNDERS 
ATTORNEY FOR SOUTH KENTUCKY 
RURAL ELECTRIC COOPERATIVE 
CORPORATION 
700 MASTER STREET 
P.O. BOX 1324 
CORRTN, KENTUCKY 40702 
(606) 523-1370 TELEPHONE 
(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 18th day of October, 2007 personally delivered to the Public 

Service Commission, 21 1 Sower Rlvd., P.O. Box 615, Frankfort, KY 40602-0615. I 

further certify that I have received no notice from the Public Service Commission that 

any other party is involved in this action. 

ATTORNEY FOR SOUTH KENTUCKY RURAL 
ELECTRIC COOPERATIVE CORPORATION 
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SOUTH KENTUCKY RECC Item No. 1 
0.2007-00374 Page I of 2 

Witness: Allen Anderson 
RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST Jim Adkins 

COMPARISON OF RATES 

Q. Refer to the response to the Commission Staffs First Data Request dated 
September 14, 2007 ("Staffs First Request"), Item 4. In most comparisons, the 
rates charge by Monticello Electric Plant Board ("Monticello") are less than the 
corresponding rates charged by South Kentucky. 

a. 

R. a. 

Q. b. 

R. b. 

Have Monticello's' customers been made award of the increase in rates that will 
occur when they are charged South Kentucky's rates. If yes, state when and how 
this increase was made known to them. 

The Monticello Electric Plant Board is aware that some difference does exist in 
the current rate structures of Monticello and the comparable rates for SKRECC. 
SKRECC has not provided this type of information to the customers of Monticello. 
However, it should be noted that over the years that at times the rates for 
comparable rate structures have been higher for one utility and then higher for the 
other utility. TVA has just recently implemented a fuel adjustment clause which 
will cause Monticello's rates to be higher plus some information does exist that 
TVA may be increasing its rates in the near future. Finally, if Monticello were to 
continue to purchase its power from TVA after November 20,2008, it would be 
charged a premium of one ( I )  cent per kWh over the normal wholesale power 
rates in effect at that time. 

For each Monticello customer class listed in the response to Item 4, calculate 
average monthly bills using the Monticello and comparable South Kentucky rates. 
Base the calculated bills on the most currently available average class usage. 
Show all components used to determine the total bill. Include all riders, surcharges, 
fees and applicable taxes. This would certainly change the comparison provided 
below and would most probably make SKRECC has the lower cost utility for all 
three rate classes compared. 

Provided below is the data used to calculate the average monthly bill for those 
rate classes where such a computation is feasible. Such a comparison is being 
made on base rates only because all riders, surcharges and fees applicable to the 
TVA distributors is not readily available. 

The average monthly usage for each rate schedule for which average monthly bills 
are calculated is presented below. 



SOUTH KENTUCKY RECC 
CASE NO. 2007-00374 

Item No. I 
Page 2 of 2 

Witness: Allen Anderson 
STAFF'S SECOND DATA REQUEST Jim Adkins RESPONSE TO COMMlSSlO 

Rate Class 

Residential 

General Power - 50 kW & Under 

General Power - Over 50 kW 

Averaqe Monthlv Bill 

Number Average 
kWh of Monthly 
Sales Customers Usage 

39,229,355 2,767 1,181 

10,203,226 567 1,500 

47,732,l I 9  93 42,771 

EPB Rates 

Residential $ 86.01 

General Power - 50 kW & Under $ 122.82 

General Power - Over 50 kW 
Assume 100 kW Demand $ 3,351.53 

SKRECC's 
Rates 

$ 93.96 

$ 140.06 

$ 2,746.65 





SOUTH KENTUCKY RECC Item No. 2 
Page 1 of 1 

Witnesses: Alien Anderson 
Jim Adkins 

CASE NO. 2007-00374 

STAFF'S SECOND DATA REQUEST 

WHOLESALE POWER SUPPLIER RATES 

Q. East Kentucky Power Cooperative, Inc. ("EKPC") has pending before the Commission 
an application to increase its wholesale power rates, which will result in an increase in 
the rates of South Kentucky. Has any of the information presented to Monticello's 
customers acknowledge this pending rate case? Explain the response. 

A. None of the written material presented to Monticello representatives nor its consumers 
specifically address this potential rate increase or its impact. One reason is the fact 
that a final outcome of this EKPC application could not be reasonably estimated. 
Another reason is that it is expected that EKPC's wholesale rates would be cheaper 
than TVA's wholesale rates at the time of the change of wholesale power suppliers in 
November, 2008. Please see the response to Item No 1 in regards to the potential 
wholesale power increases if the MEPB remained on the TVA systems. 



SOUTH KENTUCKY RECC Item 3 a 
Page 1 of 57 

Witness: Allen Anderson 
0.2007-00374 

RESPONSE TO COM ISSlON STAFF'S SECOND DATA REQUEST 

SOUTH KENTUCKY ANNUAL MEET1 G ATTENDANCE 

Q. Refer to the response to the Staff's First Request, Item 6. 
a. Refer to page 4 of 21 

R. 

Q. 

R. 

Q. 

R. 

Q. 

R. 

( I )  Provide copies of any sections of South Kentucky's Annual Meeting Report 
that discuss the acquisition of Monticello. 

( I )  Copies are provided on pages 2 thru 9. 

(2) Provide the minutes of the 2007 South Kentucky Annual Meeting and copies 
of remarks made by Allen Anderson. 

(2) Copies are provided on pages 10 thru 20. 

(3) State the total number in attendance at the 2007 South Kentucky Annual Meeting 
and indicate how many attendees were customers of Monticello. 

(3) Total attendance for the 2007 South Kentucky Annual Meeting was 4,057 
including 77 customers from Monticello Electric Plant Board. 

(4) Provide samples of special presentations referenced for the month of July. 

(4) Copies are provided on pages 21 thru 57. 
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* Moilticello's electric employees-12 in numbci- 
\votild not hme anything to  losc in this aqrrisitioii i i n d  niucli 
to gain. TIw skills (of these employees woiild 1 ~ ;  welcome, ;is 
the co-op f;iccs the iniiwritling rctii eincnt of :I niimber o f  
senioi c n q ~ l o y w s  in coining years. This is one o f  thc things 
tha t  make tlic timing of this opportunity s o  crucial. TIic 
Monticcllo Elcctiic Plai i t  I3c,aitl cmployees ii 
and will hecc.)nic part of a much largcr, growintr company tha t  
will offer m a n y  more opportiiiiities for theii futuie giowth 
;\nil tleveloI7lncnt. 

h r 

Origins of the proposal 
Like rn-ops, municipal utilities are a form ofpiililic po\ver. 

I n  this legion, most municipals, in the past, have piirchasetl 
their power exclusively from the  Teiiiiessee Valley Authority 
(TVA). However, as of Novenrher 200.3, MEPB's TVA 
cont i ; ic t  ullo\vcJ iui option for utilities heing pi-eseiitly scrvecl 
hy [lie p o w i  stipidiei; rqxm ;I 5-yrar notice, to  discontinue 
se rv ice with t hcni. 

The Monticello Electric Plant Board took the TVA 1117 

on the otfei. to explore tlieii options lor power hy giving the 
5-yc;ii notice t o  TVA. I n  Novemhci 2001, MEPB sent- out 
Requests fo r  Propos;ils (RFPs) t o  othei, potential power 
p r o v i h s .  This attracted the interest of  South Kentucky 
JWX. The co-op ser\'es ; ihour  62,000 niemhers including 

iirrotincling Monticelln, and hecause d g l ( > d i ,  
)re srilxtations, a plan for a new Astrict cd'fice, 

cniploycc needs, ancl co-op intcrcst in the Monticello 
community, SKIIECC CE.0 Allen Antlerson began sliilrilig 
the co-op needs mil intei,est-s with MEI'B Superintenilcnt 
( h y  Dishnian. Both parties hegan seeing the inany synergies 
with t he possiliility of  the two companies coming together. 

The piirties unc.lcrtook negotialions, ;~nd in January 2007 
the MEPB BOXJ L)ireci-c-)rs \ m d  l l l l ; l  

presentin:: the city nl  Monticello with ;I r 
the sale d M E P 1 3  t o  Soiith Ke1itiicky REC 
to  hc paicl to the city \vi t l i  inter over :I 30 year periotl. I n  
Fchru;iry 2007, (lie Monticcllo ity Council unanimously 
agrwci t o  thc  proposal, which i i i c ldcd  the m o u n t  anti 
stipnlatccl contlitions. 

That lerives ir  t i p  10 t h c  citizens o f  Monticcllo, ;ind how 
they will \ r ( - ) t - ~  OII the issue O I ~  the No\reli1l>cr 6, 2007 billl(>t. 
The Kent-ticky Piil3lic Service Coniniissioii (PSC) milst ;ilso 
apprcwe thc ti ans;ist-ion. Priniarily, the PSC will fi>ciis on the 
question o f  \\hctlier the c.o-op would hc subsidizing the 
Monticcllo piirch;isc with its i i i ~ ~ m l ~ c r s h i p ' s  money .  To he 
approvcll, Soi i th Kentiicky RlXC's iiivcstnicnt niust he 
econ i)ni ic ;I I I\: vi ; i h l c  mil pay io I irse 1 f; ; i d  co -op (1 ffici : i Is 
bclievc t h a t  is the c a s c .  

By this rinic nrst yciir wc hope t o  r c p o ~ t  t ha t  South 
Kentucky RICC is serving its seconJ small town locatccl in 
thc c o u n t y  whcrc South Kentiicliy RECC \\'as fc)tin~lctl in 1938 

op ;ilrcac.ly serves Allmiy). That will mark ii new ami 
promising crii foI t lic 69-yciw-olcl cooperative. 

New central and district huildiiigs 

OII is the piogress on tlic plmiied construction o f  new office/ 
wirehoiise Gkilitics throiighvut SKRECC's territory. These 
new kicilities will replax the current Cacilities in Somerset, 
R iissc I1 Springs , Allwiy , an cl W1ii1-ley Ci 1.y. 

The Whitley City offici: \vas completeil in ilugust 2006 
i i m l  is now opciatinnal. /'I new hcility t o .  
nienibcis h a s  bcen p i t  on hold, peir&n 
Monticcllo Electric Plant Board propos: 
the co-(-)p will utilize the current' MEP 
nee (1 for c( >ii s t r ti ct ion in M ( ) i i  t i ce 11 (1--a no t 1-1 e r po t~ i i  t i ii 1 
henc fir of I hat tr;lnsiic ticxi. 

The Russell Springs and Alhany f.iicilit-ies iirc both undcr 
cmstriiction with an c:xpcctcil completion Jatc  of Augiist 
;iiicl No\vnilwr 2007 rcspcctively. 'I'lic Svmcrsct hcility is 
well into thc (lcsign sriigc will )  :in especteil conrplction tla~c 
of  2009. 

Thc current i-acilities &it 
Ii;ivc hecome inadequate for 
modifications, i i o i i c  ;irc 1ii11y lianclicap-acressiblc, which is 
reqiiirecl untleI tlic Americans with Disahilitics Act. T h e  
hive- through winclows arc heavily ii tilizccl, and ale inrendecl 

Anodi~r ~ii; i jor de\.clop1i1clit to give ill1 LipiItited report 



Item 3 a 
pian net I conlplc Lion (1 il t c ( 1 r N ove,m her 200 !?a$fi 3 (91 i2& 
w a r c 11 c) ti s e \v i I I 13 e n o r  t I i  o f  c i ~ ~ , ~ ~ a ~ ~ ~ i ~ ~ r ~ ; i A p d l ~  
intersection of Highway 127 a n t l  Snow Roxl. 
Pulaski County. Rclocatiiig Soiith Kcntuclty RECC’s main 

in SoI11olw LO :I n~ si1.e 011 the  01JlSltj l . lS ~ f t ~ n - - -  o f f  
cw m c J  as-yet uncompleted I-Iighway 27-will bu the,  

Iiiggcst part of thc piuject. I’lais iiic t o  malx applicatioii t o  
the I’SC for i ipprowl  10i tlic ncctl to cC)nstriict :I new Somersct 

hroken 1xf;)rc the encl of2007. Construction cotild cdce up to 
two years. Tlic Soinersct office design, as well as all ofthc new 
district offices + inci d e s  ;t lai ge , mode r n  ~ c n i i i i i  ti iiity room, 
wliicli like the present rooni can he iised not o n l y  for co-op 
training antl co1iferenc.c piirposcs h i t  hy mciiibeis a d  the 
general piihlic as \veil. 

Eventtially, South Kentucky RECC will have valuable 
assets to  sell-its present propi:rtics, iiiclii&iig the foniicr 
fiarm1;incl used for the ;iniiiiiil membership meeting. (The new 
I~caJqiiarteis will liave sufficient property to  hold the event 
on-site.) Tiicy arc consiclcrcd qiiite marketaide, which will 
;illow the c o - o p  to  rccotip some ol‘ its investinelit in the 
hriildings that- slioultl house South Kentucky RECC h i ,  10- 
plris years into the future. 

Call Center a major benefit to member services 
Here’s a iiiiich-neeJeJ improvement your co.op inatle in 

2006 withorit ivaicing f o r  (-he completion of new buildings. It 
1 a I I nche (1 i ts I‘ c a 11 c en  t e r, ” an improved t e le phon e an  t i  

compii ter system that provides quick, cotnprehensivc 
to South Kentiicky RECC members, with a corrcspontling 
savings in time :ind efficienc.ies f o r  einployees whosc priiixiry 
joh resp(xisihilirics arc to meet the necils o f  all o i i I  walk-in 
memhers and also those tha t  prefer to clo Ixisincss b y  plione. 

The  cl;iys of calling the co-op with qiicstions alwut  
any c h  i ng-yoi I I hi II , ;I sc rvice p r o l h i  , req 11 os ts io r  hoin e 
e 11 e rgy a ti ili t s , new so r v ice con n c c t ions, e ne rgy ~I e1 ;I t cd 
products, ecc.--ancl waiting to  he  t r ;uxferrul  t o  the right 
dcp;irtmcnt, are over. Now, the “right tlepiir.tinent” is the call 

f i ’  ,iciIicy with liopcs o f  h;iving that  final ripproval :mil groiincl 

l o r  the  convciiiencc 01 our  nicnihers. Through gro\vtli ant1 
poor design (.d the di,ivc -throiigh windows, we :ire cxpeiienciiig 
longcr lines catising the scrvicc t o  he lcss t l ia i i  dcsiial~lc by 
the co-op. In most cases, the offices x c  not iis inviting o r  
tlesigiicd t o  he ;is “e~iist.~~iiicr-fj.ieii~lly” ;is thc c o - o p  insiscs 
they he. 

Ah(>vc all, thotig11, the C O - C > ~ >  h i ~ s  (>utgio\\fll ~ I I C S C  sli:\ct:s. 
Whxi tlicp M‘C‘I’C cc>nstrtrcted S ~ i ~ t h  Kentucky RECC S ~ I \ ’ C C I  
about 10,000 iiieiiilws total  thrciiigliout its 1.3 .coi inty service 
aica. Its mcmhcrship now cxcccds 62,000. Creating deqirate  
working space t o  accommoJ;ite tlic employees, parking, 
eqi i ipicnt ,  n e w  technology, anJ resources ncctlctl to serve ii  

growing memhei-ship that size will Il1iilte for  ii iilore well- 
organi;etl company, t h a t  is much ii iorc convenient antl 

All the new sites will comhinc office and wnreliouse space, 
i in provi i i  :: in t e r ~ t l  e p a r t i i i  e n t ;.I 1 c om 111 I I  n ic ;I t ion a n  cl 
efficiencies. Tlicy will provide indoor shelter foi higher cost 
vehicles :incl equipment, protecting them m t l  prolonging 
their 1itcsp;U’. District hcilitics \vi11 be fully stoclted with 
niuterials ant1 eqiiipiiient t o  serve local ileiiiancl, cnalding 
p r o  111 p~ I’C s p i n s  e and red tic i ii g t r ;ins pi r t ;i t ic)n costs ;in t1 

“.cvindshield time.” 
The co-op rccognizeJ the need for this project quickly 

11 yeais ago, ;iiid hii,eJ ;I consulting f i rm to 
i i i  e n t , oh j ec  t i ve ly eval i t a  te the cii 1 rent 
itlire w - o p  g r ~ . ~ v t h ,  and pioviclc a secoii(l 

qiiriicin iis 10 where fncilities sliorild he Ioc~tetI d even if 
new facilities were tlie hest decision. The clecisicm \vas that  
the clistrict offices shoulil iemain in their host cclnimunities, 
where each eqriitahly S C I V ~ S  ahout 10,000.- 12,000 memhers 
(the S~merset  office scivw 20,000-25,000). Tlicrsc locations, 
better eqtrippecl, will ;i(.Jv;irice the co-op’s goal of proviJing 
mcmhcrs cveiywherc with the smic qiialiiy ol scrvic,c. The  
clecision  also was tha t  I d t i i n g  all necv facilities ;inti selling 
the existing ones \vould he the iiiost economic approach. 

Tlic Kentucky Puhlic Service Cominission has alre;icly 
;~i.rnrovctl the iriJiviiliial constriiction woiccts that  hnve come 

.ihlc to the meriiher. 

* L  L I  

hcforo it, iiiclii&ig d i t :  Whitley City, Rrissell 
Spi-ings, anJ Allmiiy f-iic.ilirics construction 
projects, cnsiii iiig diat ospentliturcs were fii l ly 
just-ifid anc l  t1i;it the co-ops  nc!cds t o  serve 
tltc meinhership l‘c)r t h c  ncxt  30 years \IUC 

;it:cept-ahlc. All (list-rict officc facilities will be 
the saiiic floor p h i  i u i t l  the s;imc size. 

Tho s t a t u s  01. the projccts is as follows: 
Mc:Crcary County. The office t h a t  sei-ves the 

t p ~ t  (.if o u r  territory rciuains in 
C i t y ,  very close t o  the  furmer  

SKRECC facilities. Consti uc.tion is complctc, 
;ind thc fkility hccamc operational Aiigii~t 
2006. 
Russell County. ‘Thc Jistrict office in the 
nortli\vcsr- will he movecl finm Russell Spiings 
to  a IICM‘ location on Highway 127  between 

11 Springs ;ind Jnmosto\vn, just no r th  0 1  
Russell C o t i n ~ y  High School. (h i s t ruc t ion  
hcg:in in Mi11 cli 2007 a r i t h  p lans  t o  bc 
coiiiplctetl hy August 2007. 
Clinton County. The new soiithwestrrn offics 
site excavation started in Api l  2007 with ~i 
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 cent^^ itself. Trainecl call scntcr cniployees operate a c.oniputcr 
m h a t  cw;ihlcs them to respc~iiJ to most inquiries 
n\~cnicncc 01 our nieiiiheis. 

SKRKC h;is ;ilways limitccl its tise of :iiitoinateil plic)ne 
systems, hut this call ccnter utilizes oiir pioi‘essional cmployccs 
and takcs t h a t  cifort io t h e  nest Icvcl. Callers t lo  receive an 
initial autom;itcJ answcr that  eniihlcs tlicni to go directly to 
the dispatch c tmei  t o  report an outage, or tlial thcir party’s 
extension. Otherwise, thoiigh, they sray on the line and are 
qitickly coniiectccl to a professional South Kentucky RECC 
call center eniploycic \vho helps tliciii f rom Ixgiiining t o  cntl 
without the iicetl t o  trurisicr the call in most situations. 

The  c;ill ccritcI \viis one  of  SKRECC’s signal 
ac c. o nip I i s h me n t s in 2 006, i ni p rov  in g in io r m a t i o  i i  a n t  I 
ccimnirrnis~itioii wi th  its meinheis, t i )  rctiiicc the n d x r  of  
husy signals, ancl tr) cnsirrc oiir  iiiemhers get the seivice they 
cleserve. I t  I i x  also yielrlecl other benefits. Calls are easily 
transferret1 nmong all tivc South Kentucky RECC offices, s o  if 
an office is cspcriencing ;i high volume of incoming c:ills 
attciidaiits ;.it another office can relieve the h i i r h ,  ustially 
witlioiil khc c;illcr even heiiig w x e .  (If ti c;ilIer \v:in 
to  somecme ;it his o r  hci tiistricr SKIIECC of 
iounection, of‘coiirsc, can he macle.) 

Laiinc1iec.l last J i i i i c  in Sonicrset, the call center w a s  
gradually exp;iii~1e~I to the other clistrict ofliccs as  more 
employees 1ve1c tiained ant1 die instnllniion cc)mpletcd. I t  
was fully up ; i d  i-wining b y  Ailgust, when it hecame operative 
at- \Vhitley City. 

Funding for daily work 
Anc I ,  fin ii I1 y , Sou t 11 Ken t 11 c ky IIECC has coni me nzecl 

operations iuiilcr iLs new three-year work plan. 
Anierica’s rural  electric co q s  sustain their systems 

tlirc)iigli opci;irions lo;ins ptoviclcil by  t-he fedcriil Rura l  
U t i I i tics S e r v i t: e ( II LJ S ) Ea c I i  t h 1 e e ~ y e ;ir 171 n n r eq t i  i res 
ext cnsive rcsc;irch anc l  careful ~lr;ifling h y  the operations s t d f  
((7 ensure that tlic IXUS will appiot’e (he M’OI li propcmls aiitl 

Item 3 a 

money rcqiicst. South Kentucky launchctl its f%!!%f%/?ii57 
2007-2009 plan in ];unuaiy. Witness: Allen Anderson 

There are no ncw special projects in the work plan-the 
“spcci;il” things on SKRECC’s pl;itcl sric.h ;\s moving inti.) 
new olllcxs ;inJ relocating powcr lincs LO ~ic.coiiiiiio~latc 
hightvay constriiction, Iic oirtsi~le the work pl;in’s scope. h i t  ;I 

glance a t  the  plan p r o v i h i  insight into w h a t  6‘~iorni;il’’ 
operations ;irc like f i r  this growing, 63,000-nicmhcr, 1 .? -coiinty 
co-op. 

Forty-two percent ofthe $29 million will go to new service 
extensions, as pwple builJ Iioincs ancl Iwsine 
tcrritory. SKRECC will r ipgrdc 153 milts of power line- 
relhcing old coppeI wile in some pl;ices, s\vitching t o  larger 
conductor (wire) else\vherc to cariy atlditional loaci, anJ going 
from single-phase to thee-phase power (look for three wires 
on the poles insteacl of one) wherc that higher level of service 
is nccdetl. Line ~ipfir:icIes will cost ahorit $6.6 million. 

The plan also covers testing, ielhciiig, ancl  impioving 
I i n e cq 11 i piii e n t- t h c t r ;I t i  s f 0  1 111 e rs , vo 1 t age reg 11 1 a ti) 1s 
c ;I p ic  i t o rs , a iiJ fii  s e s t ha t  iii a in t a in pow e r c11.1 a 1 i t  y an il 
sectionalize the system to confine c)ii tiigcs to smaller :irc;is. 
The work plm foresees replacing sonie 2,400 poles over the 
course of three years, iit a cost of‘$? iiiillioii. 

It takes diligence, tleilication, and expertise to r im  an 
electric system a s  laigc a s  SKRECC’s. IJnfoi tunately, it is costly 
to  meet the growing needs of o u r  iiiemhcrs, and we iiiiist 
cciiitinue to malw iipgra<les to the systeni f o r  hetter reliahility. 
O u r  costs hnve diasticnlly risen over the past 17 years, and 
with our  coiiiinitnieiit to continue to iinprove sei-vice, these 
are sz)~iie d t h e  reasoiis why the co-op finally hail to resort to 
the 8.+percent rate increase the Puhlic Service Coinmission 
appiovccl in 2006 :>lid whicli SKRECC institiitecl in 
Septemhcr. 

1 h a t  incrcnsc cn~ lc t l  t h s  co -013’s I7-ye;ir r t t n  o f  
niainr;iining stcaily retail electric prices, hut ;inyone woi11J he 
h d  press”01 to find :11iothcr cost t h a t  stayed the s;me OW 
t ha t  period. SKRECC is very p r c d  oi‘those 17 years without 
;in increase ;incl now we ;.lie Jdici i ted in huilding another 

g i ~ d  iim. \Ye know ho\v ciitically iniprt;inr 
i t  is to i)ur niembers t o  keq) rntcs a s  low as 
pcissilile. 

Soiitli Kent-uchy RECC will now continue 
its quest t o  be a gooJ s t c w a d  ofoi i r  nicnihers’ 

t s  \vhilc rcniainiiiy: very 
c o m in it t e t l to  i i i  a k i ii g t he 11 c ces s a ry 
investments in kicilitics, rc~uipnicnt, growt:li 
espansion, and employees. These iiivestiiiciits 
will help the co-op give mcmhcrs the best 
electric. scrvicc a t  the  iiicist stahle prictis 
possihlc. 

South Ke~itucl~y RECC’s mission remains 
heing “for pcoplc, not p iof i t”  ant1 to provide 
reliable service to its ~iienihcrs :it ;in afk)rJ;il3lc 

and be commimti 1-0 tlic grcnvth of‘ hxxl 
coniiiirinitics. 
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C E O  A N D  HOARD O F  D I R E C T O R S  

M E M B E R S  BY C O U N T Y  

Case). .................... 

Laurel ...................... 

I'ulnski .......................... 26,982 

Wnyne ............................. 8,846 
Pickett, TN ......................... 169 

ACCOUNTS BiLLEri 
1996 .............................. 51,021 
2006 ............................. ( 7 2 , l  59 

22 pcritiit iiizrccrw 

AV E RAG E I? ES 1 I) EN TI A L 
I< W H 1.l SAG E 
I996 ................................ 1,01 3 
2006 ............................... 1,080 

7 p L w c t i r  i i i i i i w s ~  

MILES O F  LINE 
1996 ............................... 5,7 19 
7,006 .............................. 6,540 

I4 trrrioir i i i i rwse  

MEMBERS PER MILE 
1996 ................................. 8.92 
2006 ................................. 9.50 

7 pmw I I ~ C T L Y I  v 
William J .  Shearer 

Drslrizt # 5 
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South Kentucky 
RECC was formed 

for people, not 
profit. Its mission is 
to reliably prowide 

electricity and 
related serwices to its 

members at a 
competitive price, 
and imiirowe the 

quality of lije in 
communities. 

its 
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........ 588,779,427 

2006 Statement o f  Earniiirrs 

Opera ti ng Reven ~ i e  ................................. 
Cost of Electi i c  Srrvic.e 

C o s t  oiElectricity Piirchasetl I+om Easr I<enrricl;y Power .,.._ $65,324,265 
Cost of Oper;iting the 1)istrilwtion System .". 
17epreciation Expense ......................... 
Iiiteiest Expense on Loans ................................. 
Public Service Commission Assessiiient ................ 
Other Expellses .......................................... 

Total G i s t  of  Electric Seririce ................................................... .. $90,209,034 
Gross Maigins froin Electric Ser\rice .................................................. $( 1,429,607) 
Non .Operating Income ....................................................................... $284,241 

Net Margins (Deficit) ................................................................. S( 1,145,366) 

Balance Sheet As o f  December 31. 2006 

Asse th: 

Tot:il Poles, Wives, :ind Clrher Equiiwieiit 
Less Accumiilarrtl 1)epreciiition .." .............. ($12,448,834) 

.......... $126,187,783 
........... S25392.637 

Cnsh .............................................. ........................... $1 ,L10,005 
Accounts nnJ Notes Recei\.nl,le f rom Meinl,ers ._.. 
Material in Inventory ............................................ 

Other Assets ........................................................... 
Total Assets ........................................................ 

Prepaid Expenses ............................................. 

Liahiliries a n c l  Meiiilxrs' Equity: 
Constiinel Ileposits ............................................................. 
Meinl>eis iunJ Other Equities .................................. 
Long.Term Notes Paynble ....................................... 
Notes and Accounts Payable O\WL~ to Veidors ..... 
Other Liabilities ....................................................... 
Total Linbilities nnd Members' Equity ...................... 

MAJOR COSTS KEVEN LI E SOLJ RCES 
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June 7, 2007 

New Biisiness: 
CEO’s Rcport-Allen Anclerson 

i-\tljotirii Business Mecling 

Iiitrotluction ot’ Special Guests - CEO Allen Antlerson 
Ron Sheets, Presidcnt, Kentucky Association of Elcctric 

Doh Marshall, Presidcnt, East Kentiicky Powcr Cooperative 
Cooper;i rives 

2007 Scnior Scholarship Recipients 1’1-cscntation 

2007 \Y/;ishington Y o u t h  Toui \Vimicr Recognition 

- I h i n i s  Cannon :pYozt mztst be present to  win. 

Fca tu rcJ  Ent[.rtaiiimcnr - Chiis Cagle 

Chiltli~cn’s Entcrc;tinmcnt - sliilclrcn’s ritlcs and lace painting 
(this will be taking pliice on tlie iiicetinji grotii~ds throughout the 
svcn i ng) 
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ANNUAL MEETING OF THE 

SOUTH KENTUCKY RURAL ELECTRIC COOPERATIVE CORPORATION 

The 6gth Annual Meeting of the Members of South Kentucky Rural Electric 
Cooperative Corporation was held pursuant to notice at the Cooperative Farm 
located on West Highway 80, Somerset, Kentucky, on Thursday, June 7, 2007, 
with registration beginning at 5:OO p.m. and the business meeting of the 
cooperative following at 7:OO p.m. 

Dennis Cannon, Program Emcee from KAEC, welcomed all of the 
members and discussed what it means to be a member of an electric co-op. Mr. 
Cannon then introduced Allen Anderson, CEO of South Kentucky Rural Electric 
Cooperative Corporation. 

Mr. Anderson welcomed the members and guests to the 2007 Annual 
Meeting. Mr. Anderson indicated that this was one of the largest co-op annual 
meetings in the nation. Mr. Anderson thanks the 62,000 members for allowing 
the co-op to serve them this past year and for their continued support over the 
past 69 years. 

Mr. Anderson then asked everyone to remember our troops and their 
families and asked for a moment of silence to honor those individuals. 

Mr. Anderson then requested that all Veterans, active members of the 
military and anyone having family serving in the military to raise their hands and 
asked for an applaud of appreciation for these individuals. 

Mr. Anderson then introduced the special guests. 

Presentation of Colors was presented by the American LegionNeterans of 
Foreign Wars. 

Tyler Duncan, Monticello High School Student, sang the National Anthem. 

Mr. Anderson called upon John Pruitt, Director, representing District 1 in 
Pulaski County to give the Invocation. 

Mr. Anderson introduced the 2007 South Kentucky Board of Directors and 
their spouses: Board Chairman Richard Stephens and wife Patty of District 6, 
Vice Chairman Charles Gore and wife Louella of District 2, Secretary/Treasurer 
Tom Estes and wife Teresa of District 7, William Shearer and wife Barbara of 
District 5, Glen Massengale and wife June of District 4, Jerry Purcell and wife 
Sue of District 3 and John T. Pruitt, Jr. and wife Carol of District 1. Mr. Anderson 
also introduced the Co-op Attorney, Darrell Saunders and his wife Sue and Mr. 
Anderson’s wife Patti. 
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Mr. Anderson then turned the meeting over to the Co-op Attorney, Darrell 
Saunders, to conduct the business session of the Annual Meeting. 

The first order of business was to declare a quorum present at the 2007 
Annual Meeting. 

The second order of business was the reading of the notice and affidavit 
of mailing that was published in the April, 2007 issue of the Kentucky Living 
Magazine. 

Minutes - A Motion was made and seconded by the membership to 
dispense with the reading of the Minutes of the 2006 Annual Meeting and to 
approve the Minutes as written. Motion carried. 

Co-op Attorney, Darrell Saunders, reported that a full financial report had 
been published in the Annual Report, which was an insert in the May, 2007 
Kentucky Living Magazine. 

Co-op Attorney, Darrell Saunders, read the 2007 Nominating Committee’s 
Report and reported that the Committee had nominated incumbent Directors, 
Charles Gore representing District 2; Jerry Purcell representing District 3; and 
Richard G. Stephens representing District 6 to each serve another term. 

A Motion was made and seconded by the membership that the 
Nominating Committee’s recommendations are accepted and the above 
nominees be re-elected by acclamation. Motion carried. 

Co-op Attorney, Darrell Saunders, then asked the members if there was 
any unfinished old business to be discussed. There being none, Attorney 
Saunders then turned the meeting back over to Allen Anderson for the 
President’s Report. 

Mr. Anderson indicated that it was a great honor for him to serve the 
membership and thanked the membership for their continued support of the co- 
op. Mr. Anderson thanked the Board of Directors, Attorney and Employees for all 
their dedication and hard work at the co-op. 

Mr. Anderson indicated that South Kentucky’s mission continues to be that 
the co-op was formed for people not profit, to reliably provide electricity and 
related services to its members at a competitive price and to improve the quality 
of life in its communities. Mr. Anderson indicated that everything the co-op does 
is to work at achieving this mission. 

Mr. Anderson reported on the highlights of the co-op over the past year to 
the membership. 
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Mr. Anderson indicated that the co-op had been working toward the 
acquisition of the Monticello Electric Plant Board. Mr. Anderson indicated that 
the MEPB has 3,500-customer system in the City of Monticello. Mr. Anderson 
indicated that in January, 2007 the MEPB unanimously voted in favor of a 
resolution to sell to South Kentucky and in February, 2007 the Monticello City 
Council unanimously voted in agreement of the resolution and now it will be in 
the hands of the citizens of Monticello to decide on November 6, 2007. Mr. 
Anderson indicated that the MEPB System would create immediate revenue to 
South Kentucky, that the City of Monticello, its citizens and Wayne County would 
benefit from the revenue from the sell over a 30-year period, that they have more 
commercial industrial customers per mile of line, that they have a higher load 
factor, that they have recently built a new facility and South Kentucky needs a 
new office in Monticello, that the two systems would have stronger buying power 
and would gain efficiency, and that the two systems would have improved 
reliability and service restoration in time of emergencies. 

Mr. Anderson indicated to the members that progress was being made on 
the new office facilities. Mr. Anderson indicated that when the facilities were 
completed they should meet the members’ needs for the next 30 years. Mr. 
Anderson indicated that the Whitley City Office had been completed August, 
2006, the Russell Springs and Albany Office would be completed in 2007 and the 
Somerset Office was in the planning stages with a targeted completion date of 
late 2009. Mr. Anderson indicated that the new grounds would also 
accommodate a new outdoor meeting site for the annual meeting. 

Mr. Anderson also indicated that South Kentucky had been involved along 
with other various organizations in a High Growth Training Center. Mr. Anderson 
indicated that the facility will be located behind the technology park off of 
Highway 461 and that it will provide career opportunities for individuals interested 
in the utility business. Mr. Anderson indicated that this facility is projected to be 
in operation in late 2008. 

Mr. Anderson indicated that the co-op places a lot of resources into 
improving reliability and due to these efforts South Kentucky’s reliability in 2006 
was 99.9%. Mr. Anderson indicated that the co-op visually inspects 3,000 plus 
miles of line each year, which allows the co-op to correct problems before they 
occur. 

Mr. Anderson further indicated that South Kentucky had its first rate 
increase in 17 years in October, 2006. Mr. Anderson indicated it was an 8.2% 
average increase. Mr. Anderson indicated that this increase along with expected 
future growth would allow the co-op to meet its obligations. Mr. Anderson 
indicated that Kentucky has the lowest rates in the nation. 
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Mr. Anderson stated that in conclusion, he promised as CEO of SKRECC, 

to manage your cooperative as cost efficiently as possible while still continuing to 
provide a strong level of service and that the doors to the co-op are always open 
to the members. 

Mr. Anderson thanks everyone for attending the Annual Meeting and 
returned the meeting back to the Co-op Attorney, Darrell Saunders. 

At this time, there being no further business to be discussed, a Motion was 
made and seconded to adjourn the business portion of the meeting. Motion 
carried. 

Mr. Anderson then introduced two special guests, Bill Corum, VP of 
Operations of KAEC, and Bob Marshall, President and CEO of East Kentucky 
Power. 

Mr. Corum briefly spoke about what KAEC was and how South Kentucky 
was a great co-op with great members. Mr. Corum indicated that this was his 
first time to the annual meeting and that he was very excited about same. Mr. 
Corum indicated that our state was the lowest state in the nation for electric and 
had the largest annual meetings. Mr. Corum thanked the members for coming 
and allowing him to speak. 

Mr. Marshall briefly spoke to the members about being the wholesale 
power provider, which was owned by the member co-ops. Mr. Marshall indicated 
that he was new to this position and had started in January and how he was 
refocusing on containing costs and working to settle the lawsuits with the EPA. 
He further spoke about Cooper Power Plant, the Corps of Engineers and Lake 
Cumberland. Mr. Marshall spoke about how East Kentucky was focusing on 
building to meet the growth challenge, providing cleaner, more efficient and 
environmentally friendly power to the co-ops. Mr. Marshall closed by thanking 
the members for attending the Annual Meeting and allowing him to speak. 

Dennis Cannon then introduced the 2007 SKRECC High School Senior 
Scholarship winners and the 2007 Frankfort Youth Tour winners. CEO, Allen 
Anderson, presented each student with a scholarship letter and a college 
dictionary. 

The 2007 SKRECC High School Senior Scholarship winners are as 
follows: 

Brittany Raines - Adair High School 
Jenny Patterson - Casey High School 
Jessica Beard - Clinton High School 
Danielle Bullock - Lincoln High School 
Heather Vanover - McCreary High School 



Keri Cox - 
Shelly Kuyat - 
Katie Brinton - 
Rebecca Minton - 
Amanda Coomer - 
Megan Kindrick - 
Kendal Sams - 

The 2007 SKRECC Washington 

Brittany Luttrell 
Danielle Albertson 
Rebekah Gevedon 
Cynthia Kidd 
Chelsea VanOver 
Tyler Duncan 
Aissia Tarter 
Elizabeth Goode 
Anthony Pence 
Elizabeth Ann Withers 
Caroline Clay 
Nate Pilcher 
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Monticello High School 
Pulaski High School 
Russell High School 
Somerset High School 
Southwestern High School 
Wayne High School 
Somerset Christian High School 

'outh Tour winners are as follows: 

Casey High School 
Clinton High School 
Lincoln High School 
McCreary Central High School 
McCreary Central High School 
Monticello Ind. High School 
Monticello Ind. High School 
Pulaski High School 
Pulaski High School 
Russell High School 
Somerset High School 
Southwestern High School 

After conclusion of recognition of the students, the program was then 
turned back over to Dennis Cannon for the completion of the Annual Meeting 
Program. 

DATE TOM ESTES, SECRETARY 

DATE RICHARD STEPHENS, CHAIRMAN 
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I will begin my report by expressing my appreciation to the 
members and board for allowing me the honor to serve as 
leader of this great organization. 

I would like to recognize the 156 professional employees, all 
wearing blue shirts, that have been committed all year to 
providing service and meeting every need of our 62,000 
members. Over a 13 county area, with over 6,540 miles of 
line. 

South Kentucky’s Mission Continues to be: 

South Kentucky RECC was formed for people not profit. Its 
mission is to reliably provide electricity and related services 
to its members at a competitive price and improve the quality 
of life in its communities. 

Everything we do at South Kentucky is working to achieve 
this mission. 

2006 T ES 

An opportunity developed for us to discuss hture 
opportunities with the Monticello Electric Plant board 
in Monticello, KY. 

8 
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MEPB is a 3,500 customer system serving business, 
industry, and residences in the City of Monticello 

January 2007 - MEPB Board Voted Unanimously in 
favor of a resolution to sell MEPB to South Kentucky 
RECC and to present this resolution to the City of 
Monticel lo. 

February 2007 - The Monticello City Council 
unanimously voted in agreement of the resolution to 
sell the MEPB to South Kentucky RECC 

Now - The decision is in the hands of the citizens of 
Monticello to decide. 

November 6,2007 - The General Election - The 
question of whether to sell - Yes or No - will be on the 
ballot for them to decide. 

There are lots of details to e worked out and other 
approvals - such as RUS, PSC, and Power Supply 
Contracts have to be arranged before it is all final. 

E 

The MEPB System would create an immediate revenue 
stream to South Kentucky RECC at a cost per member 
that is nearly ?4 the cost for us to build to a new 
member 

The City of Monticello, its Citizens, and Wayne County 
would benefit from the revenue received from the sell 
over a 30 year period. 

9 
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MEPB System is in the city having more customers per 
mile of line (higher density than SKRECC) 

MEPB has more comercia1 industrial customers per 
mile of line 

MEPB has a higher load factor 

MEPB has a new office facility& SKRECC needs a 
new office in Monticello 

The two systems jointly would have stronger buying 
power 

The two systems would gain efficiency from 
eliminating duplication of services 

The two systems would have improved reliability and 
service restoration in time of emergencies 

Many more benefits than even mentioned but all will be decided in 
the November gfh election by the Citizens of Monticello. 

NE IC NGS - TE 

I reported to you at the meeting last year our need and 
justification for new office facilities. Here is an update on 
our progress. 

We are expecting these new facilities when completed to 
meet our members needs for the next 30 years. 

We began the new building project in 2006. 

10 
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Completed the Whitley City Office August 2006. 

The Russell Springs and Albany Office will be completed 
2007. 

The Somerset Office is in the planning stages with a targeted 
completed date of late 2009. 

e These facilities will include offices, warehousing, garages, 
and a community room for public use. The grounds would 
also accommodate a new outdoor meeting site. 

South Kentucky RECC has proudly been involved along with 
Somerset Community College, Somerset/Pulaski County 
Development Foundation, Pulaslti County Fiscal Court, Lake 
Cumberland Area Development District, All Kentucky 
Electric Cooperatives, lJtility Contractors, and all other 
Utilities. 

South Kentucky RECC’s contribution to this effort has only 
been in providing labor assistance in helping to pull all the 
resources together, but we feel very proud to be part of this 
group effort. 

This facility will be located behind the technology park off 
hwy 46 1 in Pulaski County. The facility will cost 
approximately 3.5 Million Dollars - which has been funded 
primarily through Federal, State, and Local Grants, and 0% 
Interest Loans. 

11 
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This facility w 1 provide career opportunities for our young 
people in Kentucky that have interest in a career in the utility 
business. 

Another purpose of this facility is to support the needs of all 
utilities across the nation are faced with an aging work force 
with no experienced replacement. 

South Kentucky RECC alone could loose 40% of our skilled 
employees in the next 5 years. 

This facility is projected to be operation in late 2008. 

I have mentioned a few of our work areas that are new, but I 
remind you that we well know that the most important thing 
in this business to both of us and to you is reliability of serve 
at an affordable cost 

We visually inspect 3,000 plus miles of line each year which 
allows us to cover the entire system every 2 years. This 
allows us to correct problems before they occur. 

We continue placing a lot of resources into improving 
reliability. Due to these efforts, in 2006 reliability was 
99.9%. 

This is extremely good for a system of this size managing 
6,540 miles of line. 

12 



Item 3 a 
Page 20 of 57 

Witness: Allen Anderson 

COST 

South Kentucky RECC had its first rate increase in 17 years 
in October 2006. 

It was an 8.2% average increase. 

This Increase along with expected growth in the fbture 
should make the necessary improvements to our margins and 
allow us to meet all our obligations. Our Financial Statement 
that was sent to all members in May was through 2006 and 
would not reflect the improvement made to our financials as 
a result of the increase. 

Kentucky has the LOWEST rates in the nation combining all 
categories. 

Kentucky still has the 4th lowest residential rates in the 
Nation. This is something we can be proud of and need to 
keep. 

We continue to closely monitor all of our costs, while not, 
sacrificing quality of service and/or reliability to do so. 

This is your co-op, we all work for you. Please lsnow our door is 
always open for you and I look forward to serving you in the 
future. 

ENJOY THE EVENING! ! ! 

13 
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CASE NO. 2007-00374 

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST 

DATE OF CHANGE TO SOUTH KENTUCKY'S RATE SCHEDULES 

Q. Refer to the response to the Staffs First Request, Item 6. 

b. Page 19 of 21 appears to be a flyer that was distributed to Monticello's customers 
and states that," Rates for MEPB customers will be unaffected by the change up 
to January 2009." However, South Kentucky's responses to Item 13 states that 
it will place the Monticello customers into South Kentucky's rate classes in 
November 2008. Clarify when South Kentucky proposes to change the rates 
charged to Monticello customers. 

R. b. Ideally, the proper time to change to South Kentucky rate schedules would be at 
the time of the change in wholesale power suppliers. Since South Kentucky has 
promised the Monticello customers that it would be January 2009, then that is the 
date that South Kentucky will honor. 
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SOUTH KENTUCKY RECC 
CASE NO. 2007-00374 

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST 

PUBLIC FORUM MEETING ATTENDANCE 

Q. c. Page 21 of 21 is an announcement of a public forum concerning the sale of 
Monticello to South Kentucky that was to be held on September 27, 2007. 

(1) Provide the number of attendees at this meeting and summaries of any comments 
made at the meeting. 

R. c. (1) Approximately 200 people attend the meeting. The following pages 2 thru 7 
is a copy of the meeting notes. 

Q. c. (2) Are any further public meetings, discussion groups or forums planned to be held 
prior to the November 6, 2007 election? If yes, provide the date of the meeting(s) 
and the same information as requested in subpart (1) above. 

R. c. (2) No further public forums have been planned. 
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Welcome - Van Phillips, MEPR Attorney and Moderator 

Van Phillips thanked the caterers: Branscum’s Market, Jimmy Ballou, and Southern Belle. 

The Lake Cumberland Youth Development Center was thanked for their help in setting up and 
taking down chairs for the forum. 

A thank you to the National Guard for use of the Armory especially on short notice. 

Van Phillips recognized each member of the City Council and the mayor, each member of the 
h4EPB Board and Gary Dishman, and each member of the SKRECC Board and Allen Anderson. 

Van Phillips informedheminded the group ultimately the decision to approve the sell of the 
electric plant board will be made by the voters 

Ground Rules 

All questions at the end of the presentation 
Each person asking a question must identify themselves and/or affiliation 
Prize drawing at the end - must be present to win 

Invocation - Robert Spradlin, Missionary 

MEPB - Mike Anderson, President, MEPR 

Mike Anderson gave an overview informing the group why MEPB chose to depart from their 
TVA contract. 

Mike Anderson gave an overview informing the group why MEPB would consider selling to 
smcc. 
Mike Anderson provided a brief history of the formation of the SKRECCMEPB collaboration. 

City of Monticello - Kenneth Catron, Mayor 

Mayor Catron informed the group that as of right now, there is only $30,000 in the 
budget for blacktopping the roads. The city is facing some major financial issues. 

City of Monticello and City Council thoughts about sale of MEPB 

1 



If MEPB does not sell the city will be faced with a major tax increase. 
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MEPB is land locked and cannot grow. 

Something has to be done to raise revenue for the City of Monticello. 

How money from sale will be utilized to beneflt the coininiinity 

Mayor Catron informed everyone Nancy Allen has suggested 20% of the money received 
from the sell be set aside each year for Industrial Recruitment. 

The interest on the money will be invested to purchase a CD at a local bank. 

At the End of 30 Year Period this interest will turn the original 4.6 million dollars into 
7.839 Million Dollars with 1.568 Million designated to Economic Development. 

We will spend your money wisely.. . . . . . . . . $200,000 will go into the general fund 
immediately upon the sell and most of this money will be used for blacktopping, fire 
protection and police protection. 

Mayor Catron assured the group “we” will guard your money and watch it closely. 

SKRECC - Allen Anderson, CEO 

Allen Anderson gave an overview of the win-win situation for the members and employees with 
the purchase of MEPB. 

South Kentucky RECC offers MEPB customers and the community the following: 

Benefit to NEPB Customers and Community 

e Free $25 membership paid by city 

e Member ownedcapital credit return member controlled with members earning 
patronage capital every year there is a margin over and above financial requirements 
and obligations 

0 Voice in matters pertaining to co-op 

o Being a part of a larger organization 
With more services, stronger buying 
Power and reliability in times of 
Emergency 

e Expanded community support/economic 
Development 

e Opportunity to grow, bigger territory 

30 year revenue stream for city with interest delaying future tax increase 

2 
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e Becomes an owner member of EKPC 

SKRECC is 1/10 of EKPC and MEPB is l / l O O O  of TVA e 

* Employees will have growth opportunities 

MEPB has no power supplier come November 20,2008 

e Guaranteed source of power with option to shop for other available power supplier 

Benefit to SKRECC 

Improved load factor 

e Improved member/miles of line 

More commercial 

* Improved efficiency in operation 

e Addition of great employees who are trained and presently needed at SKRECC 

e Our concern for the community and desire to improve and grow the community 

e Utilize new office and substation and sell off unused or unneeded properties 

SKRECC the only local orovider of choice 

SKRECC’s Economic Development program has been very successful creating jobs and 
impacting industry in Wayne County. 

MEPB - Gary Dishman, Superintendent 

Gary expressed his support for Mike Anderson, Mayor Catron, and Allen Anderson. He 
also expressed his ties as a 3rd generation employee of the MEPB, 

He urged the group to look to the future to put them in the best possible position for 
electrical service. 

Gary expressed his concern that it would be disastrous if the MEPB was left to be a small 
electric utility on the open market. 

SKRlECC - Glen Massengale, 

Glen Massengale discussed SKRECC’s Mission and Vision statements with the group. 
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Glen expressed his feelings regarding the SKRECC’s purchase of the MEPB. He urged the group 
to make the right decision for the hture of the city of Monticello and Wayne County. 

Glen commended the MEPB Board and the City of Monticello Council Members for 
their vision and planning in regards to this issue. 

MEPB Employee - Garry Neal 

Garry Neal gave the group some examples of what SKRECC has “already” done to help the 
customers and employees of Wayne CountyNonticello and MEPB. 

MEPB Employees are looking forward to serving customers as SKRECC Employees. 

SKRECC Employee - Dennis Holt 

South Kentucky RECC employees are very excited about the acquisition of the MEPB. Dennis 
informed the group that we are thrilled about the 12 employees who would become SKRECC 
employees. 

Dennis gave an overview of some of the programs and services offered to our members as part of 
SKRECC’s commitment to reliability and service. 

Question & Answer Van Phillips, MEPB Attorney 

Harold Davis 

I live in the County on S K E C C  residential lines and have a business in City of 
Monticello on MEPB and I would like to know - Who is able to vote? 

Per Van - The qualified voters of the city of Monticello. 

Charlie Cooper 

I am a MEPB Customer - SKRECC does not generate power so you purchase from 
EKPC - I saw in the paper 2 weeks ago that a federal judge in some district court had 
fined ekpc 1 1.2 million for releasing pollutants into the air and this could be increased as 
their financial situation becomes stronger - where will that money come from? 

Per Allen - That law suite had been going on for some time and they were a lot 
of the cost of that lawsuit that was set aside for doing things that had to be done. You 
will see a lot of company that have coal fired coal plants have lawsuits like this one. 
EKPC does a good job of running the plants they have and are a company that really 
cares about the environment but knowing the particulars of some of those law suites - on 
one occasion one plant was producing a small amount more than what the rating said it 
could for a short period of time and that calls for part of the reason for one of those fines. 
EKPC had set aside 50 million for this lawsuit and through discussions and everything 
lowered it to 1 1.5 million you saw in the newspaper and that money was going to be 
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spent on the plants for upgrades such as scrubbers etc. EKPC is environmentally friendly 
and we are concerned about the environment and others like this are in the works and not 
settled, and you will not see anything from this that would cause rates to go up, it was 
already in the budget. EKPC does generate the power, but SKRECC (we) do have a 
voice on that board. We are one of 16 board members. Myself and Rick Stephens 
represent SKRECC on that board and are concerned about rates staying low and about the 
environment and we speak up about what is right for the people. The lawsuit has been 
settled and was settled for much less than what it started out to be which should 
demonstrate that this was not a situation where EKPC was blatantly wrong under all 
circumstances. 

Charlie Cooper 

What was stated in the local paper that KU would not guarantee a set rate on electricity - 
as I read further in the article TVA and SKRECC did not guarantee rates either.. . . . . . . . .. 

Per Allen Anderson 

The big issue is with once the plant board leaves TVA or loses the contract then they will 
be out in the open market looking for power and they can do the same thing they have 
just gone through and see who is interested in serving that load, with SKRECC, EKPC 
has to serve us, we have that guaranteed source of power, but we do not have to buy that 
power from EKPC, and we can issue a request for proposal and make sure we are getting 
the most economical deal available. That used to not be in place, in our contract with 
EKPC, but we now have that option on a small percentage of our power needs. We do 
have a guaranteed source if we want to use it, but we can go outside of EKPC if we 
choose to. The big thing right now TVA serves the MEPB area coming across EKPC’s 
power lines and there is a 1.9 mile transmission line owned by TVA. SKRECC plans to 
buy the transmission line from TVA, so there will be no other power providers involved 
in getting power to the substation except for us and EKPC. 

Per Mike Anderson 

At the original RFP SKRECC did not give a proposal to only sell wholesale power, but a 
proposal to purchase MEPB. TVA did not say anything other than we will penalize you if 
you rescind your letter of withdrawal, but KU on their proposal said they could not 
guarantee power into the long term nor could they guarantee their rates. By 2010 or 
whatever who knows what the rate structure will be. I just know that each of these folks 
are competitive and at this paint, KU actually wrote that they would not guarantee the 
rates. 

Per Allen Anderson 

What SKRECC did do is if you were to vote no in November we lcnow it took the plant 
board 2 years to get to this point, if the vote were to be no in November we have made 
sure MEPB will have a flow of power for 2 years even if we are not the owner. As part 
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of our guarantee, we promised to serve and provide service to MEPB so they have 
enough time to come up with another power provider in the meantime. 

Per Van 

The TVA Contract ends November 20,2008, so SKRECC would provide power, 
regardless of the outcome of the election, for 2 years beyond November 20,2008. 

Door Prize Drawing - Van Phillips 

Meeting Closed 
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RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST 

FINANCING THE FIXED ASSETS ACQUISITION 

Q. Refer to the response to the Staff's First Request, Item 11. 

a. 

R. a. 

Q. b. 

R. b, 

The response states that South Kentucky has not yet sought Commission approval 
for the financing of the Monticello purchase because the arrangements are not 
final. When does South Kentucky anticipate filing with the Commission an 
application for approval of financing for this acquisition? 

South Kentucky has deemed that the financing option sponsored by the city 
of Monticello to be the most advantageous to South Kentucky. This option is 
acceptable to both the Rural Development Utilities Program (''RDUP'') and to 
the National Rural Utilities Cooperative Finance Corporation ('CFC''). RDUP 
has agreed to a "shared first mortgage lien accommodation" with the city of 
Monticello on the financing of this project. 

South Kentucky has selected the city of Monticello financing option. Since 
South Kentucky has provided the required information for the approval of financing 
in the original application, South Kentucky feels that the original application 
can be the basis for the approval of financing by the Commission. 

The letter presented as Exhibit T to the application implies that there were financing 
alternatives available to South Kentucky for this acquisition. Describe the financing 
alternatives that were available to South Kentucky and explain why South Kentucky 
selected the alternative of promissory note with the city. 

South Kentucky has the possibility of financing this project through the RDUP or 
through CFC. However, the financing of this project through the city of Monticello 
is beneficial to both South Kentucky and Monticello. It is beneficial to South 
Kentucky because of the attractive interest rate offered by the city. It is beneficial 
to the city because of the constant income stream that it will receive over the life 
of the promissory note. This financing was a part of the negotiated transaction. 
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Q. c. Concerning the letter in Exhibit T, explain in detail how South Kentucky reached the 
conclusion that this letter from the U. S. Department of Agriculture - Rural 
Development constitutes an approval of the transaction among South Kentucky, 
EKPC, and Monticello. 

R. c. This letter did not explicitly state the approval of this transaction among South 
Kentucky, EKPC, and Monticello but it did provide some type of concurrence 
with the transaction. RDUP stated the following: 

Prior approval may not be required for the acquisition if you select an 
alternative to Utilities Programs (RP) financing. ... Based on the 
information exchanged during our teleconference, this acquisition may be 
financed with the RP loan funds. 

This statement by RDUP that it would finance this project indicates that RDUP looks 
favorably on this transaction. 

Additionally, RDUP states the following in regards to the EKPC portion of the 
transaction. 

We will consider this power requirement incidental to EKPC's total 
requirement and see no problem with EKPC providing power to 
Monticello through South Kentucky RECC. 

South Kentucky feels that this statement indicates that RDUP has no problems 
and does not disapprove of the transaction. 
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RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST 

RECLASSIFYING CUSTOMERS TO SOUTH KENTUCKY'S RATES 

Q. Refer to the response to the Staffs First Request, Item 13. 

a. 

R. a. 

Q. b. 

R. b. 

Q. b. 

R. b. 

Concerning the response to Item 13(a), is South Kentucky indicating that the 
transaction will not close prior to December 31, 2007? If no, explain how a how 
a transaction will not close prior to year-end can be omitted from South Kentucky's 
financial statements. 

The determination of the closing date cannot be determined until after the voting 
in November. When approval is granted by the voters, then a more precise date 
for completing all necessary actions and closing can be estimated. January 1 has 
been used as an estimate to facilitate the year end closing of South Kentucky's 
accounting records for financial statement purposes. The inclusion of Monticello 
in the 2007 accounting records would complicate the year end closing plus it 
may put an undue burden on some the necessary actions required for South 
Kentucky to integrate the MEPB into its system. If the closing date is after 
December 31, 2007 for the acquisition of the MEPB, then a footnote on this 
purchase will be contained in South Kentucky's financial statements for 2007. 

Concerning the response to Item 13(c). 
(1) In order to continue charging the Monticello customers the existing rates from 
the date South Kentucky acquires the system until the end of the Tennessee 
Valley Authority power contract, would South Kentucky adopt the Monticello rates 
and amend its existing tariffs to include those rates for customers? Explain the 
response. 

(I) It is South Kentucky's intent to adopt the Monticello rates through December 
31,2008 contract and submit them to the Commission as an addendum to South 
Kentucky's current rates with an expiration date of December 31, 2008. 

(2) In order to bill the former Monticello customers South Kentucky's existing rates 
in November 2008, would South Kentucky file a rate proceeding to move from 
one tariff to another. Explain the response. 

(2) It is South Kentucky's intent to develop a plan to reclassify the Montcello 
customers into South Kentucky's then current rates for their concurrence. After 
the reclassification is completed, South Kentucky would then file the results 
of its reclassification. 
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RESPONSE TO CO ISSlOM STAFF'S SECOND DATA REQUEST 

JOURNAL ENTRIES FOR ACQUISITION 

Q. Refer to the responses to the Staffs First Request, Items 15(b), page 4 of 4, 19(a-b), 
and 22. 

a. The responses in Items 15 and 22 state that South Kentucky intends to 
record the Monticello acquisition at the purchase price. Is South Kentucky 
aware that the Uniform System of Accounts for Rural Utilities 
("RUS USoA") requires that, when electric plant constituting an operating 
unit or system is purchased , the acquired plant is to be recorded at its 
original cost as well as any accumulated depreciation applicable to the 
original cost. 

R. a. We are aware of it now. 

Q. b. Using the information provided in Item 19, resubmit the accounting entries 
that reflect the purchase of the Monticello fixed assets. The entries are to 
be consistent with the provisions of RUS USoA. 

R b Listed below is the journal entries consistent with RUS USoA 

The initial entry is provided below: 
Debit Credit 

102 Electric Plant Purchased or Sold 4,686,000 
224.14 Mortgage Note Payable 4,400,000 
131 .I Cash 286,000 
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RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST 

The subsequent entry is provided below: 

360 
36 I 
362 
364 
365 
366 
367 
368 
369 
370 
37 I 
373 
389 
390 
391 
392 
393 
394 
395 
396 
397 
398 
114 
102 

108.6 

109.6 

15,024 Land and land rights 
17,824 Structurres and improvements 

Station equipment 1 ,I 54,18 I 
Poles, towers, and fixtures 1 ,I 18,664 
Overhead conductor and devices 491,598 
Underground conduit 3,950 
Underground conductor and devices 17,860 
Line Transformers 1,385,180 
Services 356,972 
Meters 242,810 
Installations on customers premises 304,403 
Street lighting and signal systems 193,569 
Land and land rights I 12,948 
Structures and improvements 682,723 
Office furniture and equipment 129,313 
Transportation equipment 425,948 
Stores equipment 328 
Tools. Shop, and garage equipment 12,567 
Laboratory equipment 9,161 
Power operated equipment 14,580 
Communication equipment 28,529 
Miscellaeous equipment 3,047 
Electric Plant Acquisition Adjustment 961,127 

Electric Plant Purchased or Sold 
Accumulated Depreciation of Distribution 

Accumulated Depreciation of General 

4,686,000 

Plant 2,325,628 

Plant 670,677 

Q. c. Describe how South Kentucky would propose to amortize any acquisition 
adjustment that may result from the Monticello acquisition. 

R. c. South Kentucky would amortize any acquisition adjustment over a fifteen (I 5) 
year period using the straight line method. 
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RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST 

DISTRIBUTION SUBSTATION TRANSACTION 

Q Refer to the response to the Staffs First Request, Item 16. 

a. 

R a  

Q. b. 

R. b. 

The response to Item 16(a) states, "How the substation transaction will be financed 
as {sic} not been determined yet." Explain this statement, given that the substation 
transaction refers to the purchase of a substation from South Kentucky EKPC. 

A more appropriate response would have been that South Kentucky is not sure 
how EKPC plans to pay for the transaction; cash or have SKRECC finance it. 
The presumption is that EKPC will pay cash. 

Explain why South Kentucky does not plan to use the net proceeds from the sale 
of the substation to EKPC to pay down the $4,400,000 debt incurred to acquire 
the Monticello assets. 

The purchase of the Monticello assets is a completely separate transaction from 
the sale of the substation to EKPC. The asset purchase was completed before 
an agreement was reached to sell the distribution substation to EKPC. Additionally, 
The asset purchase was a negotiated transaction and the financing by the city 
was one of their major considerations in consummating the deal. The city wanted 
to receive a constant stream of money over long period of time. 





SOUTH KENTUCKY RECC 
CASE NO. 2007-00374 

Item No. 8 
P a g e  1 of 1 

Witness: Jim Adkins 
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CONSUMER DEPOSITS TRANSACTlON 

Q Refer to the response to the Staff's First Request, Items 18 and 22. Given 
that South Kentucky is assuming a customer deposit liability and accrued 
interest liability of $1 52,897 and $9,174, respectively, why did South Kentucky 
not reflect these liabilities in the proposed journal entry to record the Monticello 
acquisition? 

R It was an oversight in the preparation of the responses to the Staffs First 
Request. The journal entry to cover this part of the acquisition would be as 
provided below: 

131.1 Cash 
235 Customer Deposits 
237 Interest Accrued 

162,071 
152,897 

9,174 
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LENDER APPROVALS 

Q Refer to the response to the Staff's First Request, Item 18(b). What is the status 
of the RUS lien accommodation and the supplemental lender's approval of the 
proposed acquisition? 

A. A lien accommodation is to be provided by RUS and is in the process of being 
prepared and CFC has rendered its approval of this transaction. Attached is a copy 
of the letter from CFC. 
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October 17,2007 

Mr. Jeffrey C. Greer 
CFO 
South Kentucky RECC 
P.O. Box 910 
Somerset, KY 42502 

Re: Monticello Electric Plant Board Acquisition 

Dear Mr. Greer: 

It is National Rural Utilities Cooperative Finance Corporation's ("CFC") understanding 
that South Kentucky Rural Electric Cooperative Corporation ("South Kentucky") plans to 
complete the acquisition of the Monticello Electric Plant Board. We have reviewed the 
loan documentation currently in existence between CFC and South Kentucky and 
determined that CFC written approval of the acquisition is not required. 

If you have any questions, or need any further detail, please don't hesitate to give me a 
call at 800-424-2954, extension 6801. We at CFC look forward to working with you 
toward a successful completion of this transaction. 

Sincerely, 

Elaine M. MacDonald 
Associate Vice President 

CFC LETTER 
KY054-X-0074 (LUONGOA) 
11 3787-1 
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RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST 

TERRITORIAL 

Q Refer to the response to the Staff's First Request, Item 23. Would South 
Kentucky agree that upon its acquisition of the Monticello customers, South 
Kentucky will be required to submit new service territory maps to the 
Commission reflecting the addition of this area to its service territory? 
Explain the response. 

R South Kentucky is willing to submit maps of the MEPB area upon acquisition. 
South Kentucky does not believe that new service territory maps are 
required in this situation because KRS 278.01 8(2) is interpreted by South 
Kentucky to mean that they can automatically provide service without 
redrawing. This interpretation is based on the idea that the Monticello area will now 
be a new electric consuming facility under the jurisdiction of the Commission. 
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ELECTION RESULTS 

Q Provide the results of the November 6, 2007 election concerning the acquisition 
of Monticello by South Kentucky no later than November 15, 2007. 

A. We will provide the results as soon as they become available. 


