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1032 CHETFORD DRIVE 
LJXlNGTON, KENTUCKY40509 
(859) 264-7147 

To the Board of Directors 
Blue Grass Energy Cooperative 

ALAN M. ZUMSTEIN 
CERTIFIED PUBLIC ACCOUNTANT 

MEMBER 
AMERICAN INSTITUTE OF CPA'S 

* WDIANA SOCIETY OF CPA'S 
KENTUCKY SOCIETY OF CPA'S 

* AICPA DIVISION FOR FIRMS 
* TENNESSEE STATE BOARD OF 

ACCOUNTANCY 

I have audited the financial statements of Blue Grass Energy Cooperative for the year ended April 
30,2007, and have issued my report thereon dated June 28,2007. 1 conducted my audit in 
accordance with auditing standards generally accepted in the United States of America, the 
standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General ofthe United States, and 7 CFR Part 1773, Policy on Audits of the Rural 
Utilities Service @US) Borrowers. Those standards require that I plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. 

In planning and performing my audit of the financial statements o f  Blue Grass Energy for the year 
ended April 30,2007, I considered its internal control over financial reporting in order to 
determine my auditing procedures for the purpose of expressing an opinion on the financial 
statements and not to provide assuxance on the internal control over financial reporting. 

My consideration of the internal control over financial reporting would not necessarily disclose all 
matters in the internal control over financial reporting that might be material weaknesses. A material 
weakness is a condition in which the design or operation of the specific internal control components 
does not reduce to a relatively low level the risk that misstatements in amounts that would be 
material in relation to the financial statements being audited may occur and not be detected within a 
timely period by employees in the normal course of performing their assigned functions. I noted 
no matters involving the internal control over financial reporting that I consider to be a material 
weakness. 

7 CFR Part 1773.33 requires comments on specific aspects of the internal control over financial 
reporting, compliance with specific RUS loan and security instrument provisions and other 
additional matters. I have grouped my comments accordingly. In addition to obtaining reasonable 
assurance about whether the financial statements are free from material misstatements, at your 
request, I performed tests of specific aspects of the internal control over financial reporting, of 
compliance with specific RUS loan and security instrument provisions and of additional matters. 
The specific aspects of the internal control over financial reporting, compliance with specific RUS 
loan and security instrument provisions, and additional matters tested include, among other things, 
the accounting procedures and records, materials control, compliance with specific RUS loan and 
security instrument provisions set forth in 7 CFR 1773.33(d)(l) related transactions, depreciation 
rates, a schedule of deferred debits and credits and a schedule of investments, upon which 1 
express an opinion. In addition, my audit of the financial statements also included the procedures 
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specified in 7 CFR Part 1773.3G.45. My objective was not to provide an opinion on these specific 
aspects of the internal control over financial reporting, compliance with specific RUS loan and 
security instrument provisions, or additional matters, and accordingly, I express no opinion thereon, 

No reports, other than my independent auditor's report, and my independent auditor's report on 
compliance and on internal control over financial reporting, all dated June 28,2007, or summary of 
recommendations related to my audit have been furnished to management. 

My comments on specific aspects of the internal control over financial reporting, compliance with 
specific RUS loan and security instrument provisions and other additional matters as required bv 
7 CFR 1773.33 are presented below. 

Comments on Certain Specific Aspects of the internal Control Over Financial 
Reporting 

I noted no matters regarding Blue Grass Energy's internal control over financial reporting and its 
operation that I consider to be a material weakness as previously defined with respect to: 

- The accounting procedures and records; 

the process for accumulating and recording labor, material and overhead costs, and 
the distribution of these costs to construction, retirement and maintenance and other 
expense accounts; and, 

- 

- the material controls 

Comments on Compliance with Specific RUS Loan and Security Instrument 
Provisions 

At your request, I have performed the procedures enumerated below with respect to compliance 
with certain provisions of laws, regulations and contracts. The procedures I performed are 
summarized as follows: 

- Procedures performed with respect to the requirement for a borrower to obtain written 
approval of the mortgagee to enter into any contract for the operation ox maintenance of 
property, or for the use of mortgaged property by others for the year ended April 30 
2007, of Blue Grass Energy. 

1. Obtained and read a borrower prepared schedule of new written 
contracts entered into during the year for the operation or 
maintenance of its property, or for the use of its property by 
others as defined in 1773.33 (e)(l)(i). 

Reviewed Board of Director minutes to ascertain whether 
board-approved written contracts are included in the borrower- 

, prepared schedule. 

2. 
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Comments on Compliance with Specific RUS Loan and Security Instrument 
Provisions, continued: 

3. Noted written RUS approval was not obtained by the borrower for 
all the contracts listed. Blue Grass Energy's management informed 
me that RUS approval was not required as the contracts related to 
operation or maintenance entered into during the normal course 
of business. 

- Procedure performed with respect lo the requirement to submit RUS Form 7 to RUS: 

1. Agreed amounts reported in RUS Form 7 to Blue Grass Energy's 
records as of April 30,2007. 

The results of my tests indicate that, with respect to the items tested, Blue Grass Energy complied in 
all material respects, with the specific RUS loan and security instrument provisions referred to 
below. With respect to items not tested, nothing came to my attention that caused me to believe that 
Blue Grass Energy had not complied, in all material respects, with those provisions. The specific 
provisions tested, as well as any exceptions noted, include the requirements that: 

- the borrower has obtained written approval of RUS to enter into any contract for 
the operation and maintenance of all or any part of property, for the use of mortgaged 
property by others as defined in 1773.33 (d)(l)(i); and, 

the borrower has submitted its RUS Form 7 to RUS and the Form 7, Financial 
and Statistical Report, as of  April 30,2007, represented by the borrower as 
having been submitted to RUS is in agreement with Blue Grass Energy's audited 
records in all material respects. 

. . , . . , . . . . . 

- 

Comments on Other Additional Matters 

In connection with my audit ofthe financial statements of Blue Grass Energy, nothing came to my 
attention that caused me to believe that Blue Grass Energy failed to comply with respect to: 

- The reconciliation of continuing property records to the controlling 
general ledger plant accounts addressed at 7 CFR Part 1773.33(~)(1); 

the clearing of the construction accounts and the accrual of depreciation 
on completed construction addressed at 7 CFR Part 1773.33(~)(2); 

the retirement of plant addressed at 7 CFR Part 1773.33(~)(3) and (4); 

approval of the sale, lease or transfer of capital assets and disposition of 
proceeds for the sale, or lease of plant, material or scrap addressed at 7 
CFR Part 1773.33(~)(5); 

- 

- 

- 
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Comments on Other Additional Matters 

- the disclosure of material related party transactions, in accordance with 
Statement of Financial Accounting Standards No. 57, Related Party 
Transactions, for the year ended April 30,2007, in the financial 
statements referenced in the first paragraph of this report addressed at 7 
CFRPart 1773.33(f); 

the depreciation rates addressed at 7 CFR 1773.33(g); 

the detailed schedule of deferred debits and deferred credits; and 

the detailed schedule of investments, of which there were none. 

- 

- 

- 

My audit was made for the purpose of forming an opinion on the basic financial statements taken 
as a whole. The detailed schedule of deferred debits and deferred credits required by 7 CFR 
1773.33(h) and provided below is presented for purposes of additional analysis and is not a required 
part ofthe basic financial statements. T'his information has been subjected to the auditing 
procedures applied in my audit of the basic financial statements and, in my opinion, is fairly stated 
in all material respects in relation to the basic financial statements taken as a whole. 

. 

The deferred debits are as follows: 
System mapping costs $319,402 

. ,. . . . .. . .. . .. . . .  
Tile defened credits are as follows: 

Consumer advances for construction $425,475 

* * * * * *  

This report is intended solely for the information and use of the Board of Directors, management, 
RUS and supplemental lenders and is not intended to be and should not be used by anyone other 
than these specified parties. However, this report is a matter of public record and its distribution is 
not limited. I 

Alan M. Zumstein 
June 28,2007 
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Indepen-a 

ACCOUNTANCY 
To the Board of Directors 
Blue Grass Energy Cooperative 

I have audited the balance sheets of Blue Grass Energy Cooperative, as of April 30,2007 and 
2006, and the related statements income and patronage capital and cash flows for the years then 
ended. These financial statements are the responsibility of Blue Grass Energy Cooperative's 
management. My responsibility is to express an opinion on these financial statements based 011 

my audits. 

I conducted my audits in accordance with auditing standards generally accepted in the United 
States of America, the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States and 7 CFR Part 1773, Policy 
on Audits of Rural Utilities Service (RUS) Borrowers. Those standards require that I plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. An audit includes examining on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 1 believe that my audits provide a reasonable basis for my 
opinion. 

In my opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Blue Grass Energy Cooperative as of April 30,2007 and 2006, and the 
results of operations and cash flows for the years then ended, in conformity with accounting 
principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, I have also issued a report dated June 28, 
2007, on my consideration of Blue Grass Energy Cooperative's internal control over financial 
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts and 
grant agreements and other matters. The purpose of that report is to describe the scope of my 
testing of internal control over financial reporting and compliance and the results of that testing, and 
not to provide an opinion on the internal control over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards 
and should be considered in assessing the results of my audits. 

I '  Alan M. Zumstein 
June 28, 2007 
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1032 CHETFORD DRIVE 
LEXINGTON, KENTUCKY 40509 
(859) 264-7147 

To the Board of Directors 
Blue Grass Energy Cooperative 

MEMBER 
* AMERICAN INSTITUTE OF CPA'S 

INDIANA SOCIETY OF CPA'S 
KENTUCKY SOCIETY OF CPA'S 

* AICPA DIVISION FOR HRMS 
* TENNESSEE STATE BOARD OF 

ACCOUNTANCY 

I have audited the financial statements of Blue Grass Energy Cooperative as of and for the years 
ended April 30,2007 and 2006, and have issued my report thereon dated June 28,2007. I conducted 
my audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. 

CQmpliance 

As part of obtaining reasonable assurance about whether Blue Grass Energy Cooperative's 
financial statements are free of material misstatement, I performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct 
and material effect on the determination of financial statement amounts. However, providing an 
upinion on compliance with those provisions was not an objective of my audit and, accordingly, I do 
not express such an opinion. The results of my tests disclosed no instances of noncompliance or 
other matters that are required to be reported under Government Auditing Standards. 

U r n a l  Control Over Financial Reporting 

In planning and performing my audit, I considered Blue Grass Energy Cooperative's internal 
control over financial reporting in order to determine my auditing procedures for the purpose pf 
expressing my opinion on the financial statements and not to provide an opinion on the internal 
control over financial reporting. My consideration of the internal control over financial reporting 
would not necessarily disclose all matters in the internal control over financial reporting that might 
be material weaknesses. A material weakness is a condition in which the design or operation of one 
or more of the internal control components does not reduce to a relatively low level the risk that 
misstatements caused by error or fraud in amounts that would be material in relation to the finahcial 
statements being audited may occur and not be detected within a timely period by employees in the 
normal course of performing their assigned functions. I noted no matters involving the internal 
control over financial reporting and its operation that I consider to be material weaknesses. 

This report is intended solely for the information and use ofthe audit committee, management, the 
Rural Utilities Service and supplemental lenders, and is not intended to be and should not be used 
by anyone other thanlthese specified parties. 

A~&'M. Zumstein 
June 28,2007 



Blue Grass Energy Cooperative Corporation 

Balance Sheets, April 30,2007 and 2006 

Electric Plant, at original cost: 
In service 
Under construction 

Less accumulated depreciation 

Investments in Associated Organizations 

Current Assets: 
Cash and cash equivalents 
Accounts receivable, less allowance for 

Other receivables 
Material and supplies, at average cost 
Other current assets 

2007 of$161,260 and 2006 of$156,264 

System mapping project 

Total 

&mbers'Equities and Liabilities 

Members' Equities: 
Memberships 
Patronage capital 
Other equities 

Long Term Debt 

Accumulated Postretirement Benefits 

Current Liabilities: 
Short term borrowings 
Accounts payable 
Current portion o f  long term debt 
Consumer deposits 
Accrued expenses 

Consumer Advances 

Total 

$167,858,736 
6,026,535 

173,885,27 1 
36,877,4 19 

137,007,852 

2 1,37 1,109 

1,866,352 

6,609,726 
1,410,818 
1.323.639 . ,  

678,235 
11,888,770 

3 19,402 

$170,587,133 
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$155,024,112 
7,442,523 

162,466,635 
35,702,259 

126,764,376 

2 1,633,555 

2,083,8 18 

5,748,162 
1,474,202 
1 ,O 17,472 

6 5 7 a  
10,980,948 

5 6 6 a  

$1 5 9,945.6 14 

$1,008,735 $987,960 
4 1,998,330 45,872,578 

611,143 1,186,338 
44,193,403 47,47 1,681 
99,603,608 94,505,650 

5,303,584 5,188,113 

7,250,000 - 
7,236,117 6,270,240 
3,200,000 3,000,000 
1.321.017 1,133,500 . .  
2,053,929 1,953,720 

21,061,063 12,357,460 

425,475 422,710 

$170,587,133 $1 59,945,6 14 

The accompanying notes are an integral part of the financial statements. 
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Statements o f  Revenue and Patronage Capital 

for the years ended April 30,2007 and 2006 

2002 

Operating Revenues $92,043,676 

Operating Expenses: 
Cost of power 70,135,658 
Distribution - operations 2,609,3 18 
Distribution - maintenance 3,807,585 
Consumer accounts 2,444,796 
Customer services 180,765 
Sales 670,659 
Administrative and general 3,984,620 
Depreciation, excluding $434,62 1 in 2007 and 

5,212,609 
Other deductions 18,458 

89,064,468 

2,979,208 

$407,888 in 2006 charged to clearing accounts 

Operating margins be€ore interest charges 

Interest Charges: 
Long-term debt 4,672,926 
Other 254,379 

4,927,305 

(1,948,0972 Operating margins after interest charges 

Patronage Capital Credits 287,175 

Net Operating Margins (1,660,922) 
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Nonoperating Margins 
Interest income 
Others 

94,694 
(1,677,857) 
(1,583,1632 

Net Margins (deficit) (3,244,085) 

Patronage Capital, beginning of year 

Rehnds to estates of deceased members 

45,872,578 

(96,665) 
Transfers to prior year's deficits and other equities (533,498) 

Patronage Capital, end of year $41,998,330 
. i  

2006 

$88,484,681 

65,775,846 
2,356,198 
3,548,753 
2,435,964 

85,640 
708,373 

3,732,661 

4,800,923 
26,492 

83,470,850 

5,013,831 

3,780,653 
174,152 

3,954,805 

1,059,026 

248,3 15 

1,307,341 

1 17,22 1 
(24,029) 
93,192 

1,400,533 

44,645,323 

(94,670) 
(78,608) 

$45,872,578 

The accompanying notes are an integral part o f  the financial statements. 

5 
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Statements of Cash Flows 

for the years ended April 30,2007 and 2006 

Cash Flows from Operating Activities: 
Net margins (deficit) 
Adjustments to reconcile to net cash provided 

by operating activities: 

Charged to expense 
Charged to clearing accounts 

Patronage capital credits assigned 
Accumulated postretirement benefits 
Change in assets and liabilities: 

Depreciation: 

Receivables 
Material and supplies 
Other assets 
Payables 
Consumer deposits and advances 
Accrued expenses 

Cash Flows from Investing Activities: 
Plant additions, including removal costs 
Salvage recovered from retired plant 
Receipts from other investments, net 

Cash Flows froin Financing Activities: 
Payments on long term debt 
Advances of long term debt 
Short term borrowings 
Net increase in memberships 
Refund of patronage capital to members 
Increase in other equities 

Net increase in cash 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

Supplemental cash flows information: 
Interest paid on long-term debt 

rn 

($3,244,085) 

5,2 12,609 
434,621 

(287,175) 
115,471 

(798,180) 
(306,167) 
226,392 
965,877 
190,282 
100,209 

2,609,854 

(1 5,852,545) 
(38,161) 
549,621 

(1 5,341,085) 

(3,070,042) 
8,368,000 
7,250,000 

20,775 
(96,665) 
4 1,697 

12,513,765 

(217,466) 

2,083,818 

$1,866,352 

$4,721,313 

m 

$1,400,533 

4,800,923 
407,888 

(248,315) 
101,202 

(627,798) 
326,143 

(225,329) 
1,472,786 

125,623 
221,184 

7,754,840 

(18,054,962) 
9 1,424 

185,935 
(17,777,603) 

(2,377,156) 
16,000,000 
(2,500,000) 

23,687 
(78,608) 
25,559 

11,093,482 

1,070,719 

1,013,099 

$2,083,818 

$3,689,117 

The accompanying notes are an integral part of the financial statements 
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Notes to Financial Statements 

1 
I 

1. Summary of Significant Accounting Policies 

'I 1 Primary Accounting Policies 
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Blue Grass Energy maintains its records in accordance with policies prescribed or permitted by the 
Kentucky Public Service Commission (PSC) and the United States Department of Agriculture, Rural 
Utilities Service (RUS), which conform in all material respects with accepted accounting principles 
generally accepted in the United States of America. The more significant of these policies are as 
follows: 

<. I 

'. -1 Electric Plant ; [  .., 

Electric plant is stated at original cost, less contributions, which is the cost when first dedicated to 
public service. Such amount includes applicable supervisory and overhead costs. There was no 
interest required to be capitalized on construction for the year. 

The cost of maintenance and repairs, including renewals of minor items of property, is charged to 
operating expense. The cost of replacement of depreciable property units, as distinguished from 
minor items, is charged to electric plant. The cost of units of property replaced or retired, including 
cost of removal net of any salvage value, is charged to accumulated depreciation for distribution 
plant. Gain or loss is recognized on removal of general plant items. 

The major classifications of electric plant in service consisted of: 

7 

I 

! 
~ 

2QoiI rnf 
i 

Distribution plant 
General plant 

Total 

$150,260,259 $140,975,475 
17,598,477 14,048,637 

$167,858,736 $1 55.024.1 12 
I 

,,.. &j .... Depreciation 

Provision has been made for depreciation on the basis of the estimated lives of assets, using the 
straight-line method. Blue Grass Energy uses a composite depreciation rate of 3.02% per annum 
for distribution plant. General plant depreciation rates are as follows: 

i 

Structures and improvements 
Office furniture and fixtures 
Transportation equipment 
Communication equipment 
Other general plant 

1.82% 
2.50% 
5-1 5% 

4% 
3.33-5.29% 

Continued 
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Notes to Financial Statements, continued 

Summary of Significant Accounting Policies, continued 

Statement of Cash Plows 

Exhibit N 
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For purposes of the statement of cash flows, Blue Grass Energy considers temporary investments 
having a maturity of three months or less to be cash equivalents. 

Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted 
in the Unites States of America requires management to make estimates and assumptions that effect 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from those estimates used in the preparation of the 
financial statements. 

Revenue 

Revenue is recorded as billed to consumers, based on monthly meter reading cycles. Blue Grass 
Energy’s sales are concentrated in a thirteen county area of central Kentucky. There were no 
customers whose individual account balance exceeded 10% of outstanding accounts receivable at 
April 30,2007 or 2006. Consumers must pay their bill within 20 days of billing, then are subject to 
disconnect aAe another 10 days. Certain consumers are required to pay a refundable deposit. The 
allowance for uncollectible accounts is based on the aging of receivables. Accounts are written-off 
when they are deemed to be uncollectible. 

Purchase Power 

The cost of purchased power is recorded monthly during the period in which the energy is 
consumed, based upon billings from East Kentucky Power Cooperative, Inc. (East Kentucky). 

Fair Value of Financial Instruments 

Financial instruments include cash, temporary investments and long-term debt. Investments in 
associated organizations are not considered a financial instrument because they represent non 
transferable interest in associated organizations. 

The carrying value of cash and temporary investments approximates fair value because of the short 
maturity of those instruments. The fair value of long term debt approximates the fair value because 
of the borrowing policies of Blue Grass. 

Off Balance Sheet Risk 

Blue Grass Energy has off-balance sheet risk in that at certain times of the month they have cash 
deposits in financial institutions in excess of the amounts insured by the Federal Deposit Insurance 
Corporation (FDIC). 

Continued 
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Notes to Financial Statements, continued 

Investments in Associated Organizations 

Blue Grass Energy records patronage capital assigned by associated organizations in the year in 
which such assignments are received. 

The Capital Term Certificates (CTCs) of National Rural Utilities Cooperative Finance Corporation 
(NRUCFC) are recorded at cost. The CTCs were purchased from NRUCFC as a condition of 
obtaining long-term financing. The CTCs bear interest at 0%, 3% and 4% and are scheduled to 
mature at varying times from 2020 to 2080. 

Investments in associated organizations consisted of: 

-__ 2007 2M4 

East Kentucky: 

National Rural Utilities Cooperative 
Patronage capital assigned 

Finance Corporation: 
Capital Term Certificates 
Patronage capital assigned and membership 

Other associated organizations 

Total 

Patronage Capital 

$17,503,691 $17,503,691 

2,018,585 2,036,190 
459,936 437,227 

1,388,897 1,656,447 - 
$21,37 1,109 $21,633,555 

Under provisions of the long term debt agreement, return to patrons of capital contributed by them is 
limited to amounts which would not allow the total equities and margins to be less than 30% of total 
assets, except that distributions may be made to estates of deceased patrons. The debt agreement 
provides, however, that should such distributions to estates not exceed 25% of net margins for the 
next preceding year, Blue Grass Energy may distribute the difference between 25% and the 
payments made to such estates. The equities and margins of Blue Grass Energyrepresent 26% of 
the total assets at April 30,2007. 

Patronage capital consisted of: 
m 2QQ6 

Assigned 
Assignable 
Retired to date 
Unassigned 

Total 

$57,705,989 $57,125,987 
(1,727,734) 2,629,851 

(14,138,924) (14,042,259) 
158,999 158,999 

$4 1,998,330 $45,872,578 

Continued 
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Notes to Financial Statements, continued 

Other Equities 

Other equities consisted of: 
2M2 B !  

Donated capital $315,799 $315,799 
Retired capital credit gains 2,868,276 2,826,579 
Prior years' deficits (2,006,118) (2,539,616) 
Capital credit gains and losses 8,381 8,381 

Total $1,186,338 $611,143 

Current year noli operating margins of Blue Grass Energy are used to offset the prior years' deficits 

Long Term Debt 

All assets, except vehicles, are pledged as collateral on the long term debt to United States of 
America (RUS), Federal Financing Bank (FFB) and NRUCFC under ajoint mortgage agreement. 
Long term debt consisted of: 

2001 .__ 20Q6 
First mortgage notes due RUS: 

2% $7,276 $39,946 
3.50% - 6.0% (2.875 to 6.0% in 2006) 4 1,394,017 36,638,556 

41,401,293 36,678,502 

First mortgage notes due FFB: 
4.904% to 5.077% (4.615 to 5.077% in 2006) 35,311,740 32,757,810 

First mortgage notes due NRUCFC: 
7% 27,799 45,466 
5.65% to 7.10% 8,648,569 9,152,197 
Refinance RUS loans 3.25% to 5.45% 17,4 14,207 18,871,675 

26,090,575 28,069,338 

Less current portion 
102,803,608 97,505,650 

3,200,000 3,000,000 

$99,603,608 $94,505,650 

The interest rates on notes payable to NRUCFC at 5.65% to 7.10% are subject to change 
approximately every seven years. 

Continued 
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Notes to Financial Statements, continued 

Long Term Debt, continued 

During 2004, Blue Grass Energy refinanced $22,710,297 of RUS loans with f h d s  advanced from 
NRUCFC. The long term debt to refinance RUS loans is due in a combination of 14 annual 
installments of $1,094,587 and 9 annual installments of $640,039. During 2006, Blue Grass Energy 
restructured one of the $1,094,587 installments into four (4) installments of $273,674 to be paid 
in 2019. 

The long term debt payable to RUS, FFB and NRUCFC is due in monthly and quarterly installments 
of varying amounts through 2037. Blue Grass Energy has no unadvanced loan funds available at 
April 30,2007. Blue Grass has a loan application pending with RUS in the amount of $43,000,000. 

As of April 30,2007, the annual portion of long term debt outstanding for the next five years are 
as follows: 2008 - $3,200,000; 2009 - $3,500,000; 2010 - $3,8000,000; 201 1 - $3,900,000; 
2012 - $4,300,000. 

Short Term Line of Credit 

Blue Grass Energy has executed two (2) 23 month line of credit agreements with NRUCFC in the 
amounts of $16,000,000 and an additional $10,000,000. At April 30,2007 Blue Grass Energy had 
an advance of $7,250,000 at an interest rate of 6.90%. 

Retirement Pian 

A11 eligible employees of Blue Grass Energy participate in the NRECA Retirement and Security 
Program, a defined benefit pension plan qualified under section 401 and tax-exempt under section 
501(a) of the Internal Revenue Code. Blue Grass Energy makes annual Contributions to the 
Program equal to the amounts accrued for pension expense. Contributions were $837,516 for 2007 
and $791,874 for 2006. In this multiemployer plan, which is available to all member cooperatives of 
NRECA, the accumulated benefits and plan assets are not determined or allocated separately by 
individual employer. 

Savings Pian 

Blue Grass Energy has a Retirement Savings Plan for all employees who are eligible to participate 
in Blue Grass Energy's benefit programs. The plan allows participants to make contributions by 
salary reduction, pursuant to Section 401(k) of the Internal Revenue Code. Blue Grass Energy 
will match contributions of each participant up to 2% of the participant's base compensation. Blue 
Grass Energy contributed $107,061 in 2007 and $101,708 in 2006. Participants vest immediately in 
their contributions and the contributions of Blue Grass Energy. 

Accumulated Postretirement Benefits 

Blue Grass Energy sponsors a defined benefit plan that provides medical insurance coverage to 
retirees and their dependents. Blue Grass Energy pays all premiums for retirees and their 
dependents. Postretirement benefits are not fimded. 

Continued 
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Notes to Financial Statements, continued 

Accumulated Postretirement Benefits, continued 

The following is a reconciliation of the postretirement benefit obligation: 

2062 2m 
Postretirement benefit obligation: 

Balance, beginning of period $5,188,113 $5,086,911 
Reconciliation of components of net periodic 
postretirement benefit cost: 

Service cost 171,918 141,067 
Interest cost 360,14 1 302,533 
Amortization of actuarial (gains) losses 

Benefits paid to participants 
Net change 

Balance, end of period 

44,84 1 
576,900 

64,000 
507,600 

(46 1,429) (406,398) 
11 5,47 1 101,202 

$5,303,584 $5,188.1 13 

The accrued postretirement benefit obligation is calculated as follows: 

UQ.7 20-Q6 
Accumulated postretirement benefit obligation 

Active participants fully eligible $1,765,158 $1,449,855 
Active participants not yet eligible 441 ,154 729,868 
Retirees and dependents 3,637,897 2,406,227 

Funded status 5,844,209 4,585,950 
Unrecognized net actuarial (gain) loss (540,625) 602,163 

Accrued postretirement benefit cost $5,303,584 $5,188,113 

For measurement purposes, a 8.5% amiual rate of increase, decreasing by 0.25% until constant at 
6%, in the per capita cost of covered health care benefits was assumed. The discount rate used 
in determining the accumulated postretirement benefit obligation was 6.5% in 2007 and 2006. 

Income Tax Status 

Blue Grass Energy is exempt from federal and state income taxes under provisions of Section 
501 (c)(12). Accordingly, the financial statements include no provision for income taxes. 

Related Party Transactions 

Several Directors of Blue Grass Energy, the President & CEO and another employee are on 
the Board of Directors of various associated organizations. 

Continued 
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Notes to Financial Statements, continued 

14. Advertising 

Advertising costs are expensed as incurred. Advertising costs were $34,011 for 2007 and $52,776 
for 2006. 

15. Contingencies and Commitments 

Electric power sold by Blue Grass Energy is purchased from East Kentucky. The membership of 
East Kentucky is comprised of Blue Grass Energy and 15 other distribution cooperatives. 

Under its wholesale power agreement, Blue Grass Energy is committed to purchase its electrical 
power and energy requirements from East Kentucky until 2045. The rates are subject to approval 
by the PSC. 

Blue Grass Energy is contingently liable as guarantor for approximately $965,000 of long term 
obligations of East Kentucky to RUS, NRUCFC and institutional investors. Substantially all assets of 
Blue Grass Energy are pledged as collateral for this guarantee, in addition to the pledge in the 
mortgage agreement referred to in Note 6 .  This contingent liability was part of an overall financing 
plan for the construction of a generating facility near Maysville, Kentucky. 

Blue Grass Energy also has various other agreements outstanding with local contractors. Under 
these agreements, the contractors will perform meter reading and certain construction and 
maintenance work at specified hourly rates or unit cost, or on an as needed basis. The duration of 
these contracts are one to three years. 

Blue Grass Energy had an inquiry by the Environmental Protection Agency (EPA). The EPA was 
investigating a site for potential environmental contamination. Blue Grass Energy's insurance policy 
does not provide for coverage of enviroiunental hazards. Blue Grass settled with the EPA during 
the year in the amount of $285,000. 

16. Risk Management 

Blue Grass is exposed to various forms o€losses of assets associated with, but not limited to, fire, 
personal liability, theft, vehicular accidents, errors and omissions, fiduciary responsibility, workers 
compensation, etc. Each of these areas is covered through the purchase of commercial insurance. 

Continued 
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17. New Accounting Standard 
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On September 29,2006, the Financial Accounting Standards Board (FASB) issued Statement of 
Financial Accounting Standards (SFAS) No. 158, Employers' Accounting for Defined Benefit 
Pension and Other Postretirement Plans - an amendment of FASB Statements No. 87,88, 106 and 
132(R). SFAS No. 158 requires an employer that sponsors a defined benefit postretirement plan to 
report the current economic status (the overfunded or underfhded status) of the plan in its 
balance sheet, to measure the plan assets and plan obligations as of the balance sheet date, and to 
include enhanced disclosures about the plan. The Cooperative will be required to adopt the 
recognition and disclosure provisions of SFAS No. 158 for the fiscal year ending December 3 1, 
2007, and the measurement date provision for the fiscal year ending December 3 1,2008. The 
Cooperative does not anticipate adopting the provisions of SFAS No. 158 prior to those periods. 

18. Significant Events 

During 2007, Blue Grass Energy completed the installed of automated meter reading devices (AMR) 
where the meter readings are recorded at a remote location. In conjuntion with this AMR project, 
the existing meters were removed from sewice and taken out of the plant accounts. The cost of the 
meters retired was $2,773,378 and the respective accumulated depreciation was $920,700. This 
resulted in a charge to other deductions in the amount of $1,852,678. 
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Witness: Jim Adkins 
Blue Grass Energy Cooperative 

Case No. 2008-0001 1 
December 31,2007 

Computer Software Programs 

Blue Grass Energy has used Microsoft Excel and Word in the preparation 
of this Applciation. 
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Witness: Donald Smothers 
Blue Grass Energy 

Case No. 2008-0001 1 
Annual Meeting Information 

December 31, 2007 

The most recent Blue Grass energy Cooperative annual meeting was held 
The Minutes of that annual meeting are attached, along with the insert in the 
Kentucky Living Magazine, describing the annual meeting. 

Data for the last five (5) annual meeting are as follows: 

Members Members 
Year Attendinq Votins - cost 

2007 692 0 $150,786 

2006 750 0 $108,921 

2005 430 0 $106,595 

2004 475 0 $81,536 

2003 300 0 $54,839 
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BLUE GRASS ENERGY 
IERVICE TERRITORY 

MEMBERS SERVED IN 2005 
.................. 10,077 Average 

9,992 kWh usage 
Fayerre ..................................................... 6,137 Residential per month 1,313 

..................... 5,716 
4,531 Miles of Linc .... 4,440 

Mercer ............... ................ 2,688 Consumers per Mile .................................................. 12 

Bracken .................................................................. 1,459 

Spencer ...................................................... 

Shelby ........................................................................ 75 

Garrard .......................................................... 

Accounrs Billed .... 



Exhibit P 
Page 4 of 20 

STATEMENT OF OPERATIONS 
For theYearEndingDecember31,2005 

Operating Expense 
Cost of Purchased Power 

Total Cost of Electric Service ............................ $84,320,384 

Patronage Capital or Op 
Non-Operating Margins 
G&TCapitalCredits ... 
Other Capital Credits .... 

MAJOR C O S T S  

80 

70 

60 Customer Accounts 

50 

40 

30 

20 

10 

0 

Operating and Maintenance 

Administrative 

. .  

BALANCE SHEET 
For theyear Ending December 31,2005 

ASSETS 
................... $156,633,309 

Non-Utility Property and Other Investments ..$21,489,595 
Cash and Reserves. ........ 1,750,812 
Accounts Receivable .......................................... 8,933,060 
Inventory ............................ 
Expenses Paid in Advance .. 
Deferred Debits and Other Assets ... 

Total Assets ........................... 

LIABlLlTlES 

........... 90,823,778 

Deferred Credits and Miscellaneous .............. 5,947,194 

Total Liabilities and Equities ...................... $156,199,126 

REVENUE S O U R C E S  

Industrial 
Others 

17% W/- 
Y,"  

Commercial 
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On the cover: Staf  welcoming you 
F E  T I r l  into the Blue Grass Energy - ~ 

Headquarters and Nicholasville 
district opce are Tanya Reed, oper- 
ations coordinator: Judy Tipton, 
consumer accounts assistant; 
Bobby McCoun, staking technician; 
Cayce Collins, customer service rep- 
resentative; Casey C o y ,  line tech- 
nician; Lrrmon Willis, service tech- 
nician, Dale Darland, crpw chi& 
and Mike Rainy, first class line 

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

. . .  

G 

ENERGY EXPERTS CAN SHOW 

YOU HOW TO SAVE MONEY 

Just pick up the phone-a Blue Grass 

Energy energy advisor will check your 

home for ways to reduce your bill. 

THE LATllST EQUIPMENT 

From heat pumps to surge protectors for your sensitive electronic equipment, your 

electric co-op can hook you up with the right stuff to run your home reliably and eco- 

nomically. 

I I 

For all that electricity does for you, it still offers one of the best returns on your money. 

Compared with other necessities of Me, electricity's prices have increased less than milk, 

~~ 

technician. Photo:Jim Battles 

s?b 

5x 

4'6 

3'6 

2'6 

1% 

Gasoline Milk Bread lnflaiion EktricitY 

bread, and inflation. In addition to lower price increases, electric costs have been much more 

stable and reliable than other energy sources, such as gasoline and natural gas. 
Average annualprice increases 1994-2005. 
Source: Bureau @Labor Statistics, NRECA 
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When you buy electricity from Blue Grass 

Energy, yon become more than a customer. 

You're a member and an owner of the co-op. 

You have a say in the direction of the co-op 

by being able to vote for a representative on 

the board of directors. Blue Grass Energy 

operates on a not-for-profit basis. That 

means all the efiorts and income of the co-op 

are used to give yon the best possible combi- 

nation of low prices and outstanding service. 

And since the co-op exists to provide electric- 

ity to the members in our community, it will 

remain located right here, serving your 

friends and neighbors. It  all adds up to 

neighbors working together to provide you 

with electricity-the greatest value. 

The annual meeting of Blue Grass Energy is a chance to 
participate in the business o f  your local utility that is 
owned by the consumers it serves, and to have somefun 
at the same time. These photosffom last year's annual 
meeting show how some families enjoyed the evening. 
Photos: David Moores 
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Blue Grass Energy makes safety a top-of-the-mind priority. Lineworkers in ELECTRIC SAFETY ..................... 
particular regularly work inches away from potentially deadly current, so making 

sure they follow strict safety procedures is a requirement. Making sure that h a p  

pens calls for equipment that’s in the best condition, practicing safe procedures 

over and over, as well as constant reminders never to cut corners. Keeping 

liueworkers safe is the right thing to do, and it‘s part of making sure your elec- 

tricity remains the best energy value. 
Shawn Sowder (ibregrcund), 
crew chit$ and Eugene 
Neeley,frst class line 
technician, displayed and 
brushed up on their safety 
skills and expertisefor one ./ 
the Blue Grass Enera teams 
at the first Kentucky 
Lineman? Rodeo ut East 
Kentucky P o w  Cooperative 
last AufiusJ in Winchester. 
Photo:Jim Battles 

AND EXPERT STAFF .................. The staff of experts at Blue Grass Energy stays sharp with regular training, 

learning the latest techniques for their specialties. All through the co-op office, 

staff members study and attend conferences to do the best work possible, 

whether it’s in management, accounting, engineering, or any of the other disci- 

plines needed to run a world-class business as important, complex, and cutting- 

edge as an electric utility. 

Blue Grass Energy regularly 
makes sure that employees 
are well trained in a variety 
ofsafety undjirst- aid topics. 
In this picture, Blue Grass 
Energy safety coordinator 
Rad Combs updates a group 
a f  employees on the use afthe 
latest electric safety tech- 
niques and equipment. 
Photo: Jim Battles 
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Touchrtcmc Energy 
Hot Air Ba l l~~rr  

Mcmbcr Gifts 
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LUE GRASS ENERGY 

Anderson-Dean Community Park 
Harrodsburg, Kentucky 

Thursday, June 14 
Registration at 5:30 p.m. 

Business Meeting at 7:30 p.m. 

The annual membership meeting of Blue Grass Energy 
organizes to take action on the following matters: 
1. Quorum call 
2. Reading of the notice of the meeting and proof of the due 
publication or mailing thereof, or the waiver or waivers of notice 
of the meeting, as the case may be. 
3. Consideration of unapproved minutes of previous meetings of 
the members and the taking of necessary action thereon. 
4. Presentation and consideration of, and actions upon, reports of 
officers, directors and committees. 
5. Other business 
6 .  Adjournment 

A Touchstone Eiieigy Cooperativc 
c__ 
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Avtnixal Report 2006 

e ss Y 
A Touchstone E n e r ~ ~ C o o p  

c 
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ervice territory 

Jessamine: 10,348 
Madison: 10,186 
Fayette: 6,130 
Harrison: 5,783 
Anderson: 4,637 
Franklin: 3,512 
Mercer: 2,742 
Pendleton: 2,198 
Bourbon: 1,745 
Nicholas: 1,569 
Scott: 1,568 
Bracken: 1,474 
Woodford 882 
Spencer: 386 
Grant: 262 
Robertson: 230 
Washington: 132 
Shelby: 76 

Garrard: 25 
Estill: 14 
Nelson: 11 
Jackson: 8 

Total accounts billed: 53,965 

Henry: 47 
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2006 in 

The rising demand of energy 

to rise during the year, an 
not immune to the escala 

Power Cooperative (EKPC), incurred significantly 
higher costs that we had to pass through to you - our 
member-owners. 

In November, EKPC began the initial process of 
seeking a wholesale rate increase by tiling a rate 
application notice of intent with the Public Service 
Commission (PSC). The rate increase would be the 
erst base rate inwease in more than 14 years for 
EKPC, and Blue Grass Energy memhcr-owners would 
sce an increase of about 4-7 percent on their energy 
bill. 

Rising energy costs are difficult, especially for 
members on lixed or low incomes. Blue Grass Energy 
continues to cvaluate strategic cost-cutting measures 
to contain costs while pioviding reliable power at 
lowest possible cost. 

Electricity remains a good value, and Ken 
enjoys onc ofthe lowest rates per kilowatt-h 
country. Kentucky also ranks among the high 
capita consumption. 

In 2006. electricity demand among Blue Grass 
Energy members reached an all-time high and is 
expected to increase in the future. 

Demand-side management benefits BGE and members 

Reducing energy demands during high-demand periods helps 
Blue Grass Energy and our member-owners save money by 
placing less demand on generation and transmission resources 
It also has diiect benefits to environmental preservation. 

ofreliable energy at the lowest possible cost, Blue Grass 
Energy began installing automatic meters throughout our 
service area, and installations should be completed by mid- 
2007. Automatic meter reading provides accurate energy-usage 
data and trends and will assist Blue Grass Energy as we plan to 
meet the growing energy needs of our member-owners 

Blue Grass Energy installed energy-management switches 
on 423 air conditioning units and 241 water heaters as part of a 
pilot program to monitor and reduce electricity demands during 
peak demand periods when energy costs are higher 

In our ongoing effort to help our members enjoy the benefits 





To our  
rs 

Blue Grass Energy embraces the future 

From a humble beginning of 250 members in 1938 to the 
second largest co-op in Kentucky, Blue Grass Energy today 
serves nearly 54,000 members in 23 central and north-central 
counties. 

Adapting to the evolutionary and technical changes ofthe 
electric utility industry, Blue Grass Energy is preparing for a 
future far different from what our cooperative founders envi- 
sioned almost 70 years ago. Blue Grass Energy will embrace 
the challenges of the future, turning them into opportunities to 
better serve you -our member-owners. 

We are committed to providing you reliable energy services 
at the lowest possible cost. We look to the futuie with conf- 
dence, and we thank you foi the pi ivilege to serve you. It's your 
loyalty and support that has positioned Blue Giass Energy as a 
leader in the electric utility industry. 

Respectfully submitted, 

Jody Hughes 
Chairman 
Board of Direciors 

Dan Brewer 
President and CEO 
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STATEMENT OF OPERATIONS 
For Year Ending December 3 1,2006 

Operating Revenue $89,360,905 

Operating Expenses 
Cost of Purchased Power ................................. $66,355,81 5 
Operating the Electric System 
Depreciation ......................... 
Taxes and Other Deductions 
Interest on Loans .................................................. 4,420,976 

Total Cost of Electric Service ............................ $89,195,23 I 

Patronage Capital and 
Non-Operating Margins 
Capital Credits Assign 
Patronage Capital or Margins 

. .  

80 

70 

60 

50 

40 

30 

20 

10 

0 

- 

0 Depreciation 

interest on Loans 
Taxes and Other 

BALANCE SHEET 
For the Year Ending December 3 1,2006 

Total Utility Plant .................................... 
Less Accumulated D 
Net Utility Plant Book Value ........ 

Other Property and investments 
Cash and Temporary Investments ........................ 2,016,963 
Accounts Receivable ........ 
Material in Inventory ............................... 1,257,476 
Deferred Debits & Ot 

Total Assets .............................. 

LIABILITIES 

Deferred Credits and Miscellaneous ........................ 712,838 

Comrnei 
1 

20% 
_3 

Total Liabilities and Equities ........................... $168,487,784 

,cia1 Men 
1.39% 

Others 
.24% 

industrial Members 

ibet - 
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Invocation: 

Welcome & Introl 

BLUE GRASS ENERGY 
2007 Annual Membership Meeting Minutes 

Anderson-Dean Park, Harrodsburg KY 

Jason Clark 

ction: Jody Hughes. Thank you for attending; honor to be not OIL,’ ambassador for 
BGE, but representative for members - who are the most important part of the electric cooperative. An 
introduction of the Board of Directors, attorneys, & BGE PresidentiCEO was made. 

Special Guests: 
Davis, Chuck Williamson, Ronald Peimington, Tommy Pinkston, Betty Polsgrove; Roy Palk, Retired CEO of 
EKPC; and Steve Cornish, Anderson County Judge Executive. Appreciate contributions of each to success of 
BGE. 

Call to Order: 
p.m. 

Jody Hughes introduced the following guests: Retired Directors were Bill 

Jody Hughes. Blue Grass Energy 69”‘ Annual Meeting called to order at 7:40 

Quorum: 
1% of the membership not less than 250 required. Over 650 (692 exact) members were in attendance, so they 
were duly constituted to conduct business of the cooperative at this meeting. 

2006 Annual Meeting Minutes: A motion was made to dispense with the reading of the minutes. Motion was 
seconded and approved unanimously. 

Chairman’s Report: 
jwnership is evident. BGE is three consolidated coops, reaping benefits of a stronger, larger coop for all 23 

counties it serves. We have had a good year, facing the challenge of escalating costs making us stronger for the 
new challenges to face in the next year. BGE is unique in that we have not had a rate increase in over 20 years, 
an accomplishment we must be proud of. We must recognize Dan for his leadership & mentoring skills, the 
employees which are second to none, & of course, the most important asset - our members. DVD “Welcome 
Home” was shared in appreciation to special individuals who protect us & this great nation. 

Treasurer’s Report: Paul Tucker. Annual financial report is in the May issue of Kentucky Living. 
Everyone is encouraged to review the financial report. If there are any questions, do not hesitate to contact one 
of the district offices. BGE had a positive margin, and the Board has invested in capital improvements; with 
$168 million worth of plant equipment out in the field. Very impressive. 

Nominating Committee Report: 
following directors were re-elected to four (4) year terms: Jody Hughes, Danny Britt, & Brad Marshall. These 
directors were sworn in by Howard Downing. 

President’s Report: Dan Brewer. Privilege to stand here tonight. BGE is a family, and members 
are part of that family; as we prepare for the future, we must understand we are stronger collectively, than 
individually. Successes this past year include new Cynthiana office, improvements in Lawrenceburg office, 5th 
renewable power plant opened in Pendleton Co. for EKPC, but most notable was the 1’‘ & 2”d win succeeded by 
BGE’s Rodeo team who were introduced. A short NRECA video was shown of accomplishes made when coops 
band together. We must embrace challenges & make opportunities to do what’s right &best for our members. 

Howard Downing. Required advanced notice was given. A quorum of Yi of 

Jody Hughes. Rural coops were made by members like us, in which 

Howard Downing. Met in April and there were no new petitions. The 

lecognized directors & employees, and members -for loyalty & commitment. 

Adjournment of business meeting: 
at 8:07 p.m. 

Jody Hughes. No objections to adjournment. Meeting adjourned 
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KAEC Report: 
Enron’s directors, who would have sworn in with false pretense & without sincerity. We can see the BGE 
director’s oath through their loyal actions, with support as seen tonight with attendance of members & 
:mployees; growing & thriving by hard work & decency. BGE Directors are here, available, in person; on the 
stage tonight, welcoming any contact with members. The biggest challenges we are facing today, are not local, 
nor statewide, but nationally, & internationally. Global climate change is one of those. Massachusetts Institute 
of Technology says this is a solar activity that has taken place many times over the years; resulting in either 
temperatures dropping or rising; we are experiencing the rise. Solutions of writers would prefer us do what 
California do, and stop using coal, which would cause our rates to match theirs - double. Advised members to 
be aware and use the right they have as a citizen and voice their concern, whether is be for or against. He stays 
optimistic we will find solution to get where we need to be, with everyone’s help. 

Ron Sheets. As BGE directors were swom in, it made him wonder about 
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MINUTES - BOARD OF DIRECTORS 
BLUE GRASS ENERGY COOPERATIVE CORPORATION 

JUNE 14,2007 

A meeting of the board of directors of the Blue Grass Energy Cooperative Corporation 

was held June 14, 2007 immediately after the annual meeting with Zeb Blankenship, Danny 

G. Britt, Richard Crutcher, E.A. Gilbert, Jody E. Hughes, Gary Keller, Brad Marshall, Dennis 

Moneyhon, Jane Smith and Paul Tucker present. 

The elections of Chairman, Vice President and Secretary-Treasurer for 2007-08 were 

conducted by secret ballots in accordance with policy No. 1-15. 

The following officers were duly elected to serve for 2007-08, as follows: 

CHAIRMAN - Tody E. Hughes 

VICE - CHAIRMAN - 

SECRETARY - TREASURER - 

Gary Keller 

Paul L. Tucker 

The meeting was then adjourned. 

Dated: June 14,2007. 
PAUL L. TUCKER, SECRETARY 
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IJNlTEI) STATES DEPARTMENT OF AORlClJLTtJRE 
RIJRAL UTILITIES SERVICE 

FINANCIAL AND STATISTICAL REPORT 
USI'IIUCTIONS - For detailed iwlmCtioiis, seeRUS Bulletin 1717B-2. 
%is dala will be usel by RUSio rPi*iewyourjinn,,cialriluarion. Yourresponsc is 
:wired I 7 USC. 901 el. sen.) und m m  ba confidearid. 

BORROWER DESIGNATION Kyoo64 

PEPJOD ENDED 
December, 2007 
BORROWERNAME 

BLUE GRASS ELUERGY CORPORATION .. I 
CERTIFICATION 

YE AR-TO-DATE 
LASTYEAR I THISYEAR I BUDGET ITEM 

We recognize that Statements contained herein concern a rnsller within the jurisdiction s i  81% ngency 01 the llnited Stales and the making of a 
false, flctitioiis 01' fratidulent Statement may rciider the maker subject to prosecution nndcr Title 18, United States Code Scction 1001. 

We hereby certify $hat the entries in  this rcpori 8x8 in accordance with the accounts and other records of the system and reflect lho s ta l~s  of the system to 
the h a t  of OUT knowledxe and hciicf. 

THIS MONTE 

ALL INSURANCE REQUIRED BY PART 1788 OF I CFR CHAPTER XVII, RUS, WAS IN FORCE DURING THE REPOKrlNG PERIOD AND 
RENEWALS HAVE BEEN OBTAINED FOR ALL POIXIES 

DURING THE PERIOD COVERED BY THIS REPORT PUASUANT TO PART 171 8 OF 7 CFR CHAPTER XVlI 
(check one oflhe folloamgj 

All of the obligatioiis under the RUS loan documents 
have been fulfilled in all material respects. 

I3 There has been a default in the fulfillment of the obligations 
under the RIJS loan documents. Said defaulys) isiare 
specifically described in Pan D of this yeport. 

DATE 

~~ ~ ~~ ~~ ~~~ 

127. Extraordinary Items I I I 
' 4 .  Patronage Capital or Margins (20 t / m  27) 1,113,500 (4,628,148) I (i,zee,ose)) ' (644,57: 

.dJS Form I 



USDA. KUS 

FINANCIAL AND STATISTICAL REPORT 

BORROWER DESIGNATION 
KY0064 

PERIODENDED 
December, 2007 INSf'RLICTIONS - See KUS Bulletin 1717B-2 

PART B. DATA ON TRANSMISSION AND DISTRIBUTION PLANT 
YEAK-TO-DATE YXAR-TO-DATE 

LAST YEAR THIS YEAR LAST YEAR THIS YEAR 
(a) (b) ITEM (4 (W ITEM 

1. New Sewices Connected 

2. Services Retired 

1, 317 5. Miles Transmission 

6.  Miles Distribution . 
1,609 

4,255.00 4,279.00 
160 72 Overhead 

I PART C. BALANCE SHEET 

4. Idle Services 8. Total Miles Energized 
3,232 3,301 (516+7) 4,487.00 (lixcludc Scnsoitol~) 

ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS 

1. Total Utility Plant in Service . ............................ 1,018,855 
2. Construction Work in Progres 41,497,843 

96,405 

62,513 
3,220,438 

22,634,103 
. o  

97,025,077 
13. Special Funds ............ 

16. Cash - Constmction F mste ..................... 
5,440,540 
5,440,540 
13,200,000 
8,255,474 
1,413,702 
3,125,000 

21. Accounts Receivable - Otlier(Net) ..... 
22. Materials and Supplies - Electric & Other ...... 

25. Total Current 

27. Other Deferred Debits ............................................ 
26. Regulatory Assets ._._ 1,117,213 

............................ 674,647 

4,535.0c 
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NARRATIVE ON COST OF SERVICE STUDY 

A description of the Cost of Service Study (“COSS) presented in Exhibit R of the 

original application is contained in the following discussion. This COSS is 

comprised of 11 schedules. Schedules 1 and 2 are schedules that present the 

the proposed allocation of the revenue increase to the rate classes and proposed 

rate design for those rates receiving an increase in revenue. Schedules 3 and 4 give 

the results of the COSS in a summary manner. Schedules 5 and 6 are the primary 

schedules within the COSS. Schedules 7, through 1 I are supporting schedules 

which provides many of the allocations methods for Schedules 3 and 4. 

The COSS is a functionally unbundled because it provides the revenue require- 

ments by function for each classification within all rate classes. By this is meant that 

a breakdown of the of the costs, the margins, and revenue credits for a function 

such as lines can be determined for all three classifications of demand-related, 

energy-related and consumer-related. 

The COSS does follow the standard three step process of functionalization, 

classification, and allocation. The functions utilized in this COSS include these: 

a. purchased power 

b. Lines 

c. Transformers 

d. Services 

e. Meters 

f. Consumer and accounting services 
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Witness: Jim Adkins 

The classifications used in the COSS include demand-related costs, energy-related 

costs, and consumer-related costs. One can readily see how specific costs may 

impact a specific segment of each rate class. Schedule 6 provides the function- 

alization and classification of costs. Schedule 5 provides the allocation of the costs 

to the appropriate rate classes. The relationships between functionalization and 

classification is better understood through the chart presented below: 

Demand Energy 

Related Related 

Purchased Power X X 

Lines X 

Transformers X 

Services 

Meters 

Consumer & Acctg Services 

Consumer 

Related 

X 

X 

X 

X 

X 

Purchased power demand cost and substation costs are demand related while 

purchased power energy costs are considered to be energy related costs. Most 

distribution costs are considered to be consumer related with the exceptions being lines 

and transformers. Lines and transformers are considered to have a demand 

component and a consumer component. The determination of what portion of line 

expenses and transformer expenses may be demand related or consumer related 

is based on their proportional demand investment and consumer investment. 
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BLUE GRASS ENERGY COOPERATIVE 

CASE NO. 2008-0001 I 

The determination of the demand related amount and the consumer related amount in 

lines and transformers is based the e development of regression line. The "y intercept" 

becomes the basis for determining the consumer investment for each pole, each 

conductor and each transformer. The minimum investment per unit multiplied by the 

total number of poles, conductor and transformers gives the consumer related 

investment for that plant item. The remaining investment is considered to be demand 

related. Schedule 8 provides the details on the determination the demand related 

investment and consumer related investment for lines and transformers. 

Many expenses are directly assigned to a function or allocated on the basis of O&M 

Other expenses such as depreciation, interest, margins, revenue credits and other 

similar expenses are allocated on the basis of information from Schedule 7. This 

schedule is the one that provides the development of the Net Investment Rate Base 

("rate base"). The end result from Schedule 6 is a revenue requirement for each 

functional classification which includes all costs, revenue credits and a margin 

requirement. 

The next step in the process is the allocation of the revenue requirements to each 

rate class. Purchased power demand related costs are allocated on the basis of 

each rate class of Blue Grass Energy contribution of East Kentucky Power Cooperative 

("EKPC) coincident peak or the basis by which Blue Grass is billed from EKPC. 

Purchased power energy charges are allocated to each rate class on the basis of 

each rate class's proportional share of retail energy sales. 
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Distribution demand related costs are allocated to each rate class's peak demand 

to the sum of the peak demand for all rate classes. These rate class peak demands 

and the EKPC coincident peak demands are the sum of the monthly demands for 

each of the twelve months of the test year. The basis for the demand related cost 

allocation and the energy related allocation is contained in Schedule 9. 

Schedule 10 contains the information that has been utilized to allocate the consumer 

related costs to the various rate classes. These allocations are based on number 

of consumers and weights based on the minimum size plant investments for each 

rate class. 

The end result of this COSS is the determination of the revenue requirements for each 

rate class of Blue Grass Energy. When the revenue requirements are matched 

with the revenue from current rates, it is readily apparent what rate classes are 

meeting their revenue requirements form the COSS and what rate classes are not 

meeting their revenue requirements. The end results of the COSS for blue Grass 

indicates that several rate classes are recovering costs and some are not. Schedules 

3 & 4 of the COSS indicates the rate classes that are providing margins and those 

that are not recovering costs. 

Schedule 2 of the COSS provides the combined rate classes along the associated costs 

and revenues for these rate classes. 
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The amount of increase used for rate design may different than the COSS results and 

it is different for several reasons. Those rate classes recovering amounts in excess 

or COSS revenue requirements are not being proposed a reduction in rates. 

The increase for Schedule 1 does not meet full revenue requirements but it is very close 

to recovering revenue requirements based on this proposal. The end result of the 

COSS is a better match of costs with revenues. 
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A. Residential Rates 

Consumer Energy Demand 
Cost Based Rates Total Char_qe - Rate Rate 

Consumer Related 14,726,390 14,726,390 
Energy Related 33,541,335 33,541,335 
Demand Related 

Generation Related 11,204,432 11,204,432 
Distribution Related 6,652,750 6,652,750 

Margin Requirements 3,725,191 971,558 4 3 8,9 0 8 
Total Revenue Requirements 69,850,099 
Less Other Revenue 2,314,726 
Revenue Requirements-Rates 67,535,373 15,697,948 51,637,426 

Billing Units 

Proposed Rates 

Consumer Charge 
Number of Consumer Charges 
Revenue 
Total Revenue Requirements 
Revenue-Consumer Charge 
Revenue-Energy Charge 
Energy kWh 
Energy Charge 

ETS Rate 

619,307 805,422,653 

$ 25.35 $ 0.06436 

805;422;653 
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B. Commercial and Small Power Rates 

Consumer Energy Demand 
Rate Cost Based Rates - - Rate - Total 

Consumer Related 715,055 715,055 
Energy Related 2,141,347 2.141.347 
Demand Related 

Generation Related 1,627,546 1,627,546 
Distribution Related 1,052,510 1,052,510 

Margin Requirements (374,634) (374,634) 
Total Revenue Requirements 5,161,824 
Less Other Revenue 227,164 227,164 
Revenue Requirements-Rates 4,934,660 715,055 2,141,347 2,078,258 

Billing Units 24,581 50,972,084 77,190 

29.09 0.04201 28.92 

Proposed Rates 

1-1 
77,190 

814,525 540.330 

iil 
24,581 

Total Revenue Requirements 
Revenue-Consumer Charge 
Revenue-Demand Charge 
Revenue-Energy Charge 
Energy kWh 
Energy Charge 

4,934,660 
614,525 
540,330 

3,779,805 
50,972,084 

rTEiq 



BLUE GRASS ENERGY COOPERATIVE 
CASE NO. 2008-00011 

RATE DESIGN 

Exhibit R 
Schedule 1 

Paage 4__ of 3z, 
Witness: Jim Adkins 

C. Large Industrial 8-2 (4000 kW and greater) 

Energy Demand 
- Rate - Rate 

6,976,875 

Consumer 
Cost Based Rates Charae 

Consumer Related 
Energy Related 
Primary Discount 
Demand Related 

Generation Related 
Distribution Related 

Margin Requirements 
Total Revenue Requirements 
Less Other Revenue 
Revenue Requirements-Rates 

Billing Units 

Proposed Rates 

144,170 144,170 
6,978,875 

2,150,076 
1,058,850 

286,873 
10,616,844 

138,938 
10,477,906 144,170 

2.1 50,076 
1,058,850 

286,873 

138,938 
6,978,875 3,358,861 

72 208,664,400 413,755 

2.002.36 0.033436 8.1 1 

Consumer Charge & Demand Charge 1-1 
Number of Consumer Charges 72 
Revenue 
Contract Demand kW 
Contract Demand Rate 
Contract Demand Revenue 
Excess Demand kW 
Revenue Contract Demand 
Revenue Excess Demand 
Revenue Customer Charge 
Revenue-Demand Charge 
Revenue-Energy Charge 
Energy kWh 
Energy Charge 

5 144,000 
400,347 

$ 2,490,158 
13,408 

5 115,979 

1 6 . 2 2 1  

5 144,000 
5 2,606,138 

7.727,768 
208,664,400 
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D. Large Power Rate 6-1 (50040 3,999 kW) 

Consumer Energy Demand 
Charae - Rate && 

Proposed Rates 
Consumer Charge pnm7TiJ 
Billing Units 12 
Revenue-Customer Charge $ 12,000 
Contract Demand Rate 
Contract Demand kW 
Revenue-Contract Demand 
Excess Demnand Rate 
Excess Demand kW 
Revenue Excess Demand 

Total Revenue from Rates 
Less 
Revenue-Customer Charge 
Revenue-Contract Demand 
Excess Demnand Rate 
Energy Revenue Requirements 
Energy kWh 
Energy Rate 

$ 1,212,640 

$ 12,000 
S 218.322 
$ 14.653 

16.221 
35100 

$ 218,322 
8.65 
1694 

$ 14,653 
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Revenue from Rates 

Demand Related Costs 
Energy Related Costs 
Consumer Related Costs 
Total Costs 

Energy Costs 
Energy kWh 
Energy Rate 
Use 

Consumer Costs 
Consumer Billing Units 
Consumer Charge 

Demand Costs 
Demand kW 
Demand Chare 

LP-1 

5 3,957,880 

1,114,779 
2,294,930 

127,221 
3,536,930 

2,664,495 
54,820,839 
5 0.04860 

~~j 
71,050 

1,421 
m 1  

1,222,335 
162.978 

1-1 
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1p-2 

5 4,871,801 

1,080,183 
3,392,544 

69,718 
4,542,445 

3,429,869 
81,040,431 
5 0.04232 1-1 

23,000 
230 

-1 

jT-TT1 
1.41 8,933 

189,191 
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Exhibit R 

1 
2 
3 
5 

BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

T I /  I-BG 1 
Schedule GS-I 

Total Envirowatts Residential Farm & Non-Farm 
$$$ Energy Demand !&g.y Consumer -__ 

___ 
Pwts2d Power, 
Generation Demand 15,623,539 4,964,527 
Generation Energy 49,655,319 5,700 18,191,792 
Substation Demand 1,286,796 422,748 

Schedule 5 
Page 20 of "k, 
Witness Jim Adkins 

10 
11 
12 
13 
14 
15 
16 
17 

9 -  
Distribution O&M Dema/ld Related 2,881,554 9 I 8,474 
Distribution O&M Consumer Reiated 1,690,769 794,999 
Admin & Gen Demand Related 1,042,448 332,273 
Admin & Gen Consumer Related 611,670 287,604 
Deprec, Taxes & Misc Demand Related 2,401,020 765,307 

662,423 
Interest Demand Related 1,838,769 586,094 
Interest Customer Related- 1,076,921 507,303 

Deprec, Taxes & Misc Consumer Related 1,408,629 - 
Lpp 

6 1  I I 1  I I I I 

8 1  I 1 1 66,565,654 i I ! 1 
7 !Total Purchased Power 1 66,565,654 1 5,700 1 5,387,275 I 18,191,792 1 

L" 

24 
25 
26 
27 

, 
Credits Demand Related 1,070,561 341,234 
Credits Consumer Related 628,166 295,360 

Revenue Requirements-Lines 13,989,111 - 2,810,078 2,432,305 
I 

18 1 I I 1  I I I I 
19 /Total Costs for Lines 1 1 12,954,001 1 ~ 1 2,602,149 I i 2,252,329 
OII 1 I 1 1  I I I I 
L" 1 I U I I 1 I 
21 /Margins Demand Related __ 1,722,902 / 1 549,163 1 
11 I I I I 
22 /Margins Consumer Related 1,010,935 I I I 1 475,336 

Y" j I 1  I I I 
39 /Total Costs for Transformers 2,062,767 1 1 596,702 1 I 211,445 



BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

Exhibit R 
Schedule 5 

Page 2 o f 2  
Wilness: Jim Adkins 
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56 
57 
58 

BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

MARGINS PROVIDED 
RATE REVENUE 1,803,926 296,856 390,583 

Witness: Jim Adkins 



Exhibit R 

9 Lines - 
T G b u t i o n  O&M DemaLd Related 458,133 533,572 
11 Distribution O&M Consumer Related 372,960 446,301 
12 Admin & Gen Demand Related 165,737 193,028 
13 Admin & Gen Consumer Related 134,924 161,457 

15 Deprec, Taxes & Misc Consumer Related -, 310 764 371,875 
16 Interest Demand Related 292,343 340,482 
17 Interest Customer Related 237,992 284,792 

19 Total Costs for Lines 1 1,297,947 1,058,639 1,511,675 1,264,425 

21 Margins Demand Related 273,921 319,027 
22 Margins Consumer Related 222,995 266,847 
23 I 
24 Credits Demand Related 170,207 198,234 
25 Credits Consumer Related 138,563 165,811 
26 
27 Revenue Requirements-Lines 1,401,662 1,141,072 1,632,468 1,365,461 

14 Deprec, Taxes & Misc Demand Related 381,734 444,593 

Ir; I 

E L  

I _- 
.. 

BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Schedule 5 
Page a3 of 13 
Witness: Jim Adkins 

Transformers I 
Distribution O&M Demand Related 6.862 7,992 
Distribution O&M Consumer Related 2,287 2,737 
Admin & Gen Demand Related 2,482 2,891 
Admin & Gen Consumer Related 827 990 
Deprec, Taxes & Misc Demand Related ___ 163,260 190,143 
Deprec, Taxes & Misc Consumer Related 54,412 65,111 
Interest Demand Related 125,029 145,617 
Interest Customer Related 41,670 49,864- 

Total Costs for Transformers 297,634 99,196 346,644 118,702 
I 

i I  I 'i 3 1 3 H C  1 
Schedule A 

Farm and Home 
 ema and 1 ~nerqy j Consumer 1 ~nerqv 1 Consumer 
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40 
41 
42 
43 
44 
45 
46 
47 
AR 

BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-0001 1 

Allocation of Revenue Requirements to Rate Classes 

Schedule R Schedule A 
Residential Farm and Home 

Demand Consumer Demand Ensmv Consumer 
-~ 

Margins Demand Related 117,151 ___ 136,441/ 
Margins Consumer Related 39,044 46,722 

Credits Demand Related 72,794 84,781 
Credits Consumer Related 24,261 29,032 

Revenue Requirements-Transform. 341,990 113,979 398,305 136,393 

I 

I 1,846,123 

I 

Schedule 5 

Witness Jim Adhins 
rage Of.?? 

49 
50 
51 
52 
53 

Services I I 
Distribution 0&M Consumer Related 1 248,208 297,017 
Admin & Gen Consumer Related 1 89,793 107,451 
Deprec, Taxes & Misc Consumer Related 206,816 ___ 247,486 
Interest Customer Related I 158,385 189,532 

61 /Revenue Requirements-Services I I 759,392 1 I 908,725 
I I I I 

3 I 
rivl bonsumer Related 1 235,485 

er Related I 85,191 

mer Related I 45,470 

,.̂..̂..... 
E, I axes a MISC Consumer Related 

I 

59,373 
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Schedule 5 

Witness: Jim Adkins 
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___ Schedule R Schedule A 
Residential Farm and Home 

oemand Consumer Demand !&gy Consumer 
~ 

20 Outdoor Lighting Deprec & Misc 
21 Street Lighting Deprec & Misc 
22 Outdoor Lighting Interest 
23 Street Lighting Interest 
24 
25 Totai Costs for Lights 
26 ~ 

27 Outdoor Lighting Margins 
28 Street Lighting Margins/ 
29 I 
30 Outdoor Lighting Revenue Credit 
31 Street Lighting Revenue Credit 

- - 

BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

45 
46 
47 
48 
,io 

I 

I 
Revenue Credits 19,196 22,971 

Revenue Require. Cons. Act & Sew. ~ 1,129,535 1,351,655 
I 

32 1 I I 1  I I I I I 
33 /Revenue Requirements-Lighting - 

1 183,235 1 172,453 1 
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CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

PageJb of 7 2  
Witness: Jim Adkins 
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Schedule 5 

Wllness Jim Adkms 
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I 

20 Outdwr Lighting Deprec 8 Misc 
21 Street Lighting Deprec & Misc 

BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

Schedule GS-2 Schedule R2 

Demand Enernv Consumer Demand Consume 
Gff-Peak Marketing (ETS) Residential Marketing Rate 

Schedule5 

Witness: Jim Adkins 
Page 3 Of ‘1D 

. . 7-z::. .- . ‘--I-.+----- 5,707 2,654 ~ 22,426 11,834 

5lj ___. 
~TOTAL __-._.___ REVENUE ~ REQUIRE,-- ..- . 

MENTS FROM RATES .. .. ., . . _._. _ . i . 
I -~ 

57 MARGINS PROVIDED 
58 RATE REVENUE 290 65 
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Page 27 of "1.0 
Witness: Jim Adkins 
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Witness: Jim Adkins 
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Schedule 5 
Page 41 of ?O 
Witness: Jim Adkins 

581 RATEREVENUE I I I 636 1 67,377 I 1 25,638 
I 



Fxhihit R BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

-. .. . . . . 
Schedule 5 

PaQe2&ofqC) 
Witness: Jim Adkjns 

38 1 I I I I I I 
39 /Total Costs for Transformers 33,038 1 3,580 1 27,861 1 1 2,856 



Exhibit R 
Schedule 5 

Witness: Jim Adkins 
P a g e 3 3  Of 7 v  

I I 1 -  Schedule C I Schedule Rate 2 
Commercial &Small Power Commercial & Small Power 

 ema and j - 1 Consumer 1  ema and 1 - /Consumer 

BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

50 
51 
52 
53 
54 
55 

Distribution O&M Consumer Related 1 16,749 13,360 

Deprec, Taxes & Misc Consumer Related - 13,956 11,132 
bdmin & Gen Consumer Related I 6,059 4,833 

interest Customer Related 1 -  10,688 8,526 

Total Costs for Services/ I 47,451 37,852 
I 

40 1 ! ! !  I I I I I 
41 /Margins Demand Related 13,004 1 
“,,I I I I 

10,966 
I 42 /Margins Consumer Related I 1,409 1 2,224 

_ _ _ ~  

56 
57 
58 
59 

1- - 
Margins Consumer Related 10,014 7,988 

Credits Consumer Related 6,223 4,964 
s_._-._. __ .. - -1 - ___-.-. .....___..._I 
61 Revenue Re-quiremenls-Services 1 51,243 40,876 .. - I I 



BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

I Schedule C Schedule Rate 2 
Commercial &Small Power Commercial &Small Power 

Demand Consumer Demand Enemy Consumer - 
20 Outdwr Lighting Deprec & Misc __ 

Exhibit R 

54 
55 
56 
Tr7 

Schedule 5 
Page 3% of 10 
Witness: Jim Adkins 

TOTAL REVENUE REQUIRE. 
MENTS FROM RATES 456,467 381,140 155,691 424,070 264,349 124,354 

I 
MADr2 INE DDn\ltnCn 1 "'-ll.l-.-...". ..-.."LY 

58 RATE REVENUE 
. . 

, __ . I i l  I I I I I 
16,436 1 8,404 1 13,861 1 1 6,704 

I 1  I I I I I 
I 1  I I I  I I i I I I 
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Page3\- of 73 
Witness: Jim Adkins 
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Witness: Jim Adkins 

49 
50 
51 
52 
53 

BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

Services I 
Distrib- TI 71 I 

Deprec, Taxes & Misc Consumer Related 5,924 592 

I ~~ ~~- 
Admin & Gen Consumer Related I 2,572 257 

Interest Customer Related I 4,537 454 



BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-0001 1 

Allocation of Revenue Requirements to Rate Classes 

I Schedule LP-1 Schedule L 
Large Power Large Power Service (50-499 kW) 

Demand Enerqy Consumer Demand Enerqy Consumer - 
20 Outdoor Lighting Deprec & Misc 
21 Street Lighting Deprec & Misc 
22 Outdoor Lighting Interest 
23 Street Lighting Interest - 
24 
25 Total Costs for Lights 
26 

Exhmt R 
Schedule 5 

wtiness J8m Aakm 
Paye 3 -01 La 



BLUE GRASS 
ENERGY COOPERATWE 

36 
37 
38 
39 

Exhibit R 
Schedule 5 

Witnsss: Jim Adkins 
P8Q.33 Of 70 

Interest Demand Related 14.886 7,302 
Interest Customer Related 222 201 

Total Costs for Transformers 35,436 528 17,384 694 
I 

CASE NO. 2008-0001 1 

Allocation of Revenue Requirements to Rate Classes 
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BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-0001 1 

Allocation of Revenue Requirements to Rate Classes 



BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

Exhibit R 
Schedule 5 

Page ...!&.-of= 
Witness: Jim Adkins 

57  MARGINS PROVIDED 1 I 
581 RATEREVENUE 1 17,629 1 187 1 8,648 1 137 - _ _ _ _ _ _ _ _ _  
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Witness: Jim Adkins 

Schedule Rate 8 Schedule LPR 
Lare Power Service Large Pow Svc (Over 500 kW) 

Oemand Enemy Consumer Demand Consumer 
40 
41 Margins Demand Related 5,081 3,287 

BLUE GRASS 
ENERGY COOPERATNE 

CASE NO. 2008-0001 1 

Allocation of Revenue Requirements to Rate Classes 

I I /  I I I I 

I I , , I 
61 IRevenue Requirements-Services 1 4,502 1 
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BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

I I I I I I 
27 /Outdwr Lighting Margins 
26 /Strest Lighting Margins/ I I I 
lm I I 
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Witness: Jim AdWns 
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ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 
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BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 20080001 1 

Allocation of Revenue Requirements to Rate Classes 

.~ ~ 

P a g e s  of 7 5  
Wilness: Jim Adkins 

Taxes & Mise Consumer Related 
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ENERGY COOPERATIVE 
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Allocation of Revenue Requirements to Rate Classes 

Exhibit R 
Schedule 5 

P a g e s  of "?D 
Witness: Jim Adkins 

57 /MARGINS PROVIDED 1 
581 RATEREVENUE 1 7,863 I - 1 9 1 65,342 1 43 

I I I /  I I I I I 
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BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 
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Schedule 5 
PaQe 48  01 7a 
Wltness dm AdK.ns 
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Exhibit R BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

I I 

~emsnd 1 ~ner(ly 1 Consumer 
Outdoor Lighting Service 

I I 

I l i  I I I 

, I I 
19 /Total Costs for Lines 1 61,740 1 1 13,765 .. 

- -  Demand Relaled 
Consumer Related. 

Schedule 5 
P a g e s  of 92 
Witness: Jim Adkjns 
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BLUE GRASS 
ENERGY COOPERATWE 

CASE NO. 2008-00011 

Allocation of Revenue Requirements to Rate Classes 

I I 
Outdwr Lighting Service 

 ema and I ~nergy 1 Consumer 
I I 

-.& 8vb~bt l i r l r  vyllllulllrl ,,elated 

44 Credits Demand Reiated 
45 Credits Consumer Related 

43 I 

"C I 

I 
5,573 

540 

3,463 
335 

54 
55 
56 
57 
FiR "" , $ 1  ! , 
59 /Credits Consumer Related 235 
60 1 I I 1  I I 
61 /Revenue Requirements-Services 1,937 

I 
Total Costs for Services/ 1,793 

Margins Consumer Related 378 
I 
i 

7 
8 
9 
I n  

Total Costs for Services1 

Margins Consumer Related 
I I I 
I I I 

' 6 :  . _ _  
13 Revenue ~ Requirements-Meters I l d  I 

p, 
11 /Credits Consumer Related I I  

I I 

I n  I 1 I , 

Schedule 5 

WIIICSS Jim Adhins 
Pago 5 I Of '73 



FYhihil R BLUE GRASS 
ENERGY COOPERATIVE 

CASE NO. 2008-0001 1 

Allocation of Revenue Requirements to Rate Classes 

I I I 1  I 
Outdoor Liahtii 

i I i n^^^^_l 

jng Interest I 1 126,506 
4Street Lighting Interest 1 I 

I I 1  I I 
25 /Total Costs for Lights I 1- 
7P i I l i  I 

51 1 I 1 1  I I 
52 /TOTAL COSTS 144,752 1 388,801 1 816,531 

............ 
Schedule 5 

Wllness. J m Adhins 
P a Q O S L  Of 70 
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BLUE GRASS ENERGY COOPERATIVE 
Case No. 2008-00011 

Exhibit R 
Schedule 8 

PageLO of 7Q 
Witness: Jim Adkins 

Determination of Certain Plant Investments as Demand Related or Consumer Related 

I I I 
Account 384. Poles 

Poles Size lnwstment Number Unit Cost Predicted 

35 R and und 30 6,808,266 39,767 171.20 187.67 
40 Rand 4.5 f 42.5 19.538.964 49,117 397.80 364.88 
50 R and o w  55 1.386.61 1 2,638 525.83 642.09 

Subtotal 27.733.841 81.522 303.03 
Other Inwestmen1 for this 

Total Investment 44,666,314 91,522 26,699,762.44 
17,966.551.13 

of Units Value 

Account 1 16,932.473 

~~~ 

U.Y/4/03U43/ 

30 42.5 55 

Pole Sire - Feet 



BLUE GRASS ENERGY COOPERATWE 
Case No. 2008-0001 1 

Exhibit R 
Schedule 8 

PageQ of791 
Witness: Jlm Adkins 

Determination of Certain Plant Investments as Demand Related or Consumer Related 

I I 1  I I I i I Account 385. Overhead Conductor 
I I 1  8 ,  I I I 
I 

I 
Number 

Condudor 1 investment I of Units I /  
I Unit Cost 1 Amp Ratings j x i c t e d  cost 

, 0,054 , 9 i 
#2 SPACER CABLE-HARRISON 1 11,437 I 400 1 $ 24.8024 1 
#0 ACSR HARRISON 1.709 1 1.204 1 $ 1.3098 1 I I 1  

I 

I ,  
I Account 365 -Overhead Comluctor 

+-+--H- 

t. I 
120 140 180 230 270 300 340 475 

Amp Reflnes 
$ 5  

lrdercept 1 -0.16718419/ / 
XVsriabie 1 10.0028858031 1 
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Case No. 2008-00011 

Exhibit R 
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Page b% o f l l ) l  
Witness: Jim Adkins 

Determination of Certain Plant Investments as Demand Related or Consumer Related 
I I 1  1 I I I 

Account 3B8-Transformen 



BLUE GRASS ENERGY COOPERATIVE 
Case No. 2008-00011 

Determination of Certain Plant Investments as Demand Related or Consumer Related 

Exhibit R 
Schedule 8 

Page Lh of?o 1 
Witness: Jim Adkins 

I 
I 
I 

Demand Related Investment 1 I I 21,302,387.32 1 I 
Percentage of Investment Consumer Related 
Percentage of Investment Demand Related I I 77.89% I 

ZZ.i i%/ 

1.50 3.00 5.00 10.00 15.00 25.00 37.50 50.00 - 
Transformer SIze . KVA __ 

- 

- 
- It Actual +Regression Line] 
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Case No. 2008-ooo11 

Consumer Related Costs Allocators 

Schedule 10 

1 Rate Class 1 Consumers 1 Cost 1 cost 1 Weight 1 Percent - 



BLUE GRASS ENERGY COOPERATIVE 

Case No. 2008-00011 

Consumer Related Costs Allocators 

I 

I 
C. Services 

Rate Class , 

Exhibit R 
Schedule 10 

Page of 
Witness: Jim Adkjns 

I 
Minim 

SeMce Relative 
_ _ ~  

Allocation 
#ofconsume+ cost cost Weight Percent 

I 

I , , I I I I I I I I 

~ 
I I 

I I Meter Relative Allocation 
D. Meters Minimum 

Rate Class #of  Consumer Cost cost Weight Percent 
I I 

I I I I I I I I I 
55,208 1 56,650 1 100.00% 
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Consumer Related Costs Allocators 

I 1 Rate Class 
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1 Reading [Assistance1 Total 1 Percent 1 

I ! ! I I I I 1 E. Consumer & Accounting Services 

I I I I I 
Meter Reeding , 
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Consumer Related Costs Allocators 
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Schedule 10 

Consumer Records 
I , , , , 

, I I I I I I 
BG 1 Note j B-2 144.45.47.48.49 

I I I I L I I I I 
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ASSETS 

Electric Plant: 
In service 
Under construction 

Blue Grass Energy 
Case No. 2008-0001 1 

Balance Sheet, Adjusted 
December 31.2007 

Exhibit S 
page 1 of 4 

Witness: Jim Adkins 

Actual Adjustments Adjusted 
Test Year to Test Year Test Year 

Less accumulated depreciation 

172,635,904 172.635.904 
7,831,343 71831 ;343 

180,467,247 180,467,247 
39,049,560 (625,119) 38,424,441 
141,417,687 625,119 142,042,806 

Investments 21,431,733 21,431,733 
Current Assets: 
Cash and temporary investments 1,840,369 1,840,369 
Accounts receivable, net 4,794,120 4,794,120 
Material and supplies 1,252,330 1.252.330 , ,  

Prepayments and current assets 496,644 496,644 
8,383,463 8,383,463 

Deferred debits & Net Change in Assets 286,757 8,801,833 9,088,590 
Total 171,519,640 9,426,952 180,946,592 

MEMBERS' EQUITIES AND LIABILITIES 

Margins: 
Memberships 
Patronage capital 

1,018,855 1.018.855 
40,249,133 9,392,510 49,641,643 
41,267,988 9,392,510 50,660,498 

Long Term Debt 100,150,077 100,150,077 
Accumulated Operating Provisions 5,440,539 34,442 5,474,981 
Current Liabilities: 

13,200,000 13,200,000 Short term borrowings 
Accounts payable 8,255,474 8,255,474 
Consumer deposits 1,413,702 1.41 3.702 
Accrued expenses 1 ,I 17,213 111 17;213 

23,986,389 23,986,389 
Deferred credits 

Total 

674,647 674,647 
171,519,640 9,426,952 180,946,592 
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Operating Revenues: 
Base rates 
Fuel and surcharge 

Other electric revenue 

########## 

Operating Expenses: 
Cost of power: 

Base rates 
Fuel and surcharge 

Distribution - operations 

Blue Grass Energy 
Case No. 2008-0001 1 

Statement of Operations, Adjusted 

Exhibit S 
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Witness: Jim Adkins 

Actual Normalized Normalized Proposed Proposed 
Test Year Adiustments Test Year Increase Test Year 

$81,635,499 $5,356,928 $86,992,427 $7,838,023 $94,830,450 

2,306,801 279,466 2,586,267 2,586,267 

98,994,564 (9,415,870) 89,578,694 7,838,023 97,416,717 

15,052,264 (15,052,264) 0 0 

61,266,019 5,278,676 66,544,695 

2,765,010 165,536 2,930,546 
15,046,679 (15,046,679) 0 

66,544,695 
0 

2,930,546 
Distribution - maintenance 4,366,837 48,378 4,415,215 4,415,215 
Consumer accounts 2,381,969 37,339 2,419,308 2,419,308 
Customer service 1,041,225 22,256 1,063,481 1,063,481 
Sales 0 0 0 0 
Administrative and general 4,183,659 (266,259) 3,917,400 3,917,400 

Total operating expenses 91,051,398 (9,760,753) 81,290,645 0 81,290,645 

Depreciation 5,651,239 990,540 6,641.779 6,641,779 
Taxes -other 3,386 0 3,386 3,386 
Interest on long-term debt 4,793,634 (29,272) 4,764,362 4,764,362 
Interest expense - other 559,841 (239,433) 320,408 320,408 
Other deductions 316,537 (31 0,592) 5,945 5,945 

Total cost of electric servic 102,376,035 (9,349,510) 93,026,525 0 93,026,525 

Utility operating margins (3,381,471) (66,360) (3,447,831) 7,838,023 4,390,192 

Nonoperating margins, intere 79,579 0 79,579 79,579 
Nonoperating margins, other (1,620,847) 1,620,847 0 0 
Patronage capital redits 294,591 0 294,591 294,591 

Net Margins ($4,628,148) $1,554,487 ($3,073,661) $7,838,023 $4,764,362 

TIER 0.03 0.35 2.00 

2.00 7,838,023 9.01% 
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Blue Grass  Energy 
Case No. 2008-0001 1 

Proposed Revenues 
December 31,2007 

4,764,362 

(3,073,661) 
15 

16 

17 

Proposed increase in revenues over normalized revenues 
to attain a TIER of 2 . 0 ~  

18 

19 

20 

21 

22 

23 

$7,838,023 
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Witness: Dan Brewer 

Blue Grass Energy Cooperative 
Case No. 2008-0001 1 
By - Laws Changes 
December 31,2007 

Two changes have been made to the Member Byloaws since the last 
rate case was approved in 2001 - 

Article II - Meeting of Members - Section 4. Quorum. This section 
was rewritten to state - "Business may not be transacted at any meetins 
of the members unless there are present in person at least 50 of the 
then-total members of the Cooperative ..." 

Article II - Meeting of Members - Section 10. Nomination and Election 
of Directors. This section was rewritten to state - "Any five hundred 
(500) or more members of the Cooperative, acting together, may make 
an additional nomination in writing over their signatures, ...'I 

x 



Sour Cooperative Bylaws 
ARTICLE I: MEMBERSHIP joint Waivei of notice of the meeting; ration. 

Section I .  Requirements for Membership 

Awperson, partnership (but excluding part- 
nerShips.controlled under Article I, Section 3; 
b), association,. corporation, or body politic or 
subdivision.ihereof will become a .member of 
Blue'Grass Energy Cooperative Corporation, 
(hereinafter called.the "Cooperative"), pro- 

a) 

b) 

vided that he or it has first: . .  

ma8e.a written application for member- 

agreed t0.purchas.e from the Coopera- 
tive eie.ctric energy as. hereinafter speci- 
fied, and be receiving el6ctric service 
fromttie'.Coopefative; . . ' , 

c) -'agreed to:comply with and bd bound by 
' . the Articles of Consolidation and By- 

laws of the. Coooeratlve.and anv rules : 

. ' shiptherein;, ''. . . . , 

and regulations'adopted by tie'Boaro 
of D.rectors, and . .  

d) ' the legal capacity to enter into abinding 

Notwiihstanding thata person; partnership; 
(but exclui3ing:partnerships cbntrolledunder , 
Article I, Sectionbb), ass 
tion, or body politic may h, 
tion for more than one service'connectidn as 
provided'in Seciion..5 Oflhis Article, no mem: 
ber shall have more than one membership in' 
the cooperative, aKd no'membdrshitj in.the 
Cooperative shall be transferab1e;except as 
provide.d.in these Bylaws. ' . 

contract, and ' . '. 
, . .  

. .  . , .  
Section 2. .MemberCertificateb: . ~ 

Membership in thk Cooperatiie sliail be 
evidenced bya membership certificate that 
Shalbbe in such form and shall containsuch 
'provisions as shall be deteimined. by the 
Board of Directors. ' Nome,mbership certifi- 

,. cate.shall be, issued,fOr.leSs.than the mem- 
bership fee,fixed,in these Byiaws, nor until 
such membership fee has"been fully paid. 

Section 3,:Joint Membershig. . ; 
Members who are husbandand wife may 
COnStrtUtC a joint membership and subject to 
their compliance Wdh the requirements set 
forth in Section 1 of this Article, shall be 
accepteo for such membership Tne terms 
member. applicant, person, nis and him, as 
used in these Bylaws shall be deemed to 
include a husband and wife and any prov'. 
Sions relating to rights and liabilities of mem- 
bership, shaii apply equally with respect to 
tne holders of a joint membership, Wfihout 
limiting the generality of the forego ng, the 
effect of the hereinafter specified actions by 
or in respect of the holders of ajoint mem- 
bership shall be as follows. 

a) the presence at a meeting of either or 
both shall be regarded as tile presence 
o'one member and shall constitute a 

b) . the vote of either separately or-both 
jointly shall constituteone joint vote, or 
act, or, one joint act; except, that each 
partner of a partnership (including a 
married couple) shali.have one.(l)vote 

er orspouse owns, 6n 
yorjointly with a 

partner in a property served by the 
cooljerative and each, partner or spouse 
is a separate member of the Cooperar 
tiVe. 

both shall'constitute a joint waiver; 

. .  

c) ' a waiverbf nolice signed by either or 

d) notice to either shaii constitute notice to 
both, 

e) 

f) 

g) 

expulsion. of either shaiiterminate the 
joint membership;. 

wiihdrawai of either shall terminate the 
joint membership; 

'eithwbut not both may.be elected',or 
appointed as an officeror director;, pro- 
vided that the candidate or appointee 
meets the qualifications of such.office. 

A membership may be convekdto a 
joint me'mbersvp'upon the marriage of 
the holder tFereof, The Outstanding 
membershit, csrtificate.,may be 
surrendered, and may be.reissued by . ' 

the CGoperative in'suchmahner as may 
. . indicatethe changed membership .. 

b) ' Upon the death of either spouse who is 
.a party to the joint membership:such 
r%mbership mavbe held solelv bv the 

. ~. 

Section 4. Conversion of Membership. 

a) 
. 

, .  

~. status. , ' . .  

ceniticate may be surrenoered, and 
may be reissued m such manner as 
shall indicate the cnanged membership 
status, prov ocd, however, that tne 
estate of the deceased shall not be 
releaseo from any debts due the Coop- 
eratrve 

Section 5. Membership Fee and Other De- 
postts or Fees 

Effective January 1, 2002. any person, pan- 
nership, association. corporation or body 
p01it;c who makes application to and re- 
ceives electric service from the cooperative, 
shall pay a membership fee of $25 00, pro- 
vided, however, tnat an additional fee as 
determined by the Board shall be required 
for each aooitional service connection. All 
members in good standing wth the former 
Blue Grass Energy Cooperat.ve Corporation 
and with the former Harrison County Rural 
Electric Cooperat.ve Corporation on Decem- 
ber 31. 2001 shai; become members of the 
new Blue Grass Energy Cocperative Corpo- 

No former member of the Cooperative who is 
indebted to the Cooperative shall be readm t- 
ied to the membership except upon the pay- 
melt of any OJtstandlng account plus ac- 
crued mterest tnereon at the Kentucky legal 
rate in effect when such accounts first be- 
come overdue, compounded annually. plus 
any security deposlt, service fee, faciilties 
extension deposit or contr'bLtion in afd to 
construction. 

Section 6 Purchase of Electric Pov/er_and 
._ En- Povder ProducJqn-by Member, AD- 
!&cation of Pavments IO All A x o m  

The Cooperative shall use reasonable din- 
g6noetofurn'ish its members with.adequate 
a'nd depen4able electric service,,aithough it 
Cannot and therefore does not guarantee a 
continuous.and uninteirupted supplythereof; ' . 

,and each member,forso long as such'prem- 
ises aie'owtied ordirectly occupied or used 
by him, s,hal( pwrchase from the Cooperative 
all electric power and energy purchased.for 
use on all premises to which electric seivice. 
has been turnishe8 by the Coopekative pur- 
suant t6 his.membership. unlessand except. '. 
tothe extent that the Boaid of Directors may 
in wrjiing waive:such requirement, and shall 
pay therefore at !tie times and in accordance 
with the rules, regulationq, rate classifica-. : 
tions and rate schedules established by the. 

' ' Board of Directors and, if in effect, in.aec0r- 
dance with the provisions of any supplemen- 
tal contract that may have beenzentered into: 

service connection from the Cooperative, 
any payment bq himfoi'service from ?he 
Cooperavye shall be.deemed to be allocated 
and crediteg.on a pro'rata basis to his out- 
standing accounts for alisuch service con-. 
nectipns, -notwithstanding.that ihe COopera- 
tive:s actual accounting .procedureS~do not 
refiect such allocationand pro-ration. . .  
Section f .  Termination'of Membership 

. .  
a) Any member may withdraw from mern- 

beiship upon compliance with such 
..uniform terms andconditionsas the 

Boar8 of Directors'may prescribe. The 
Bpard of Directors may,.but.onlyafter 
due hearing if such isrequested by the 
member, bythe affirmative%'ote of not 
leqs than two-thirds (213) pf all the . 
members of the Board of Directors, 
expel any member.whofaiis to co.mpiy 

. with anyof the provisions of the.Articles 
of Consolidation,.Bylaws, or Rules and 
Regulations adopted by the Board of 
Directors. Any expelled member may 

., 

. 
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be reinstated by vote.of the Board of 
Directors or by vote of the members a! 
any annual or special meeting. The 
membership of a member who, for'a 
period Of six (5) months after service is 
available~to him,.has not purchased 
electric energy from the Cooperative, or 
of a member'who has ceased to pur- 
chase energy from the Cooperative, 
may be cancelled by resolution otthe 
Board of Directors: 

b) ' Upon'the withdrahai, death, cessation 
of existence or expulsion of a member, 
the membership of such member shall 
!hereupon terminate. Teimination of 
membership in any manner shaii not 

. . release a member or his estate from 
.any debts.due the Cooperative. , ' . 

Section,8. Witina'of Rremises; Resbonsibiiitv 
therefore: .ResPonsibiiitv for Meter Tamoer- 
ina o i  Bvoassinb and for Damaae to Coob- 
erative PrOoerties: Extent of Coorjerative 
Responsibilitv: in.demniiication 

Each member.shaii cause ail premises-re. 
ceiving electric service pursuant to his mem- 
bership to become and to rema.in wired in 
accordahcewith the specifications of the . . 

trical Code and any applicable 
local government o'rdinances. 
r shall be responsible for and 

sliall indemnify the Coopeiative, its empioy- 
ees; agents'and, independent contractbrs ., 

,against death, injury, loss or damage.result- 
ing,frobi any defect in, or.improper use or 
maintenance of such,premises.apd a11 wiring 
and apparatus connectedthereto or used 

. ,  . 

, ,. 

. .  

nishing and meteiing electricsekice'and at 
aii.ieasonable times,shali peimit the Coop- 
er?tiv& authorized'employees, agents ai$ 
independent eontractors to have access 

'thereto satelj and witeout, interferencefrom- 
hostile, dogs or anypther hostile source for 

the meter, 6iil collecting and for in- 
spec con;, maintenance, replacement, reloca- 
tion, repair or,disconnecting of such facilities. 
As partial ootisideration for se,rvice, each 

ing there from, inciuding,"but,noi limitedto 
the Cooperatives cost .of repairing, replacing 
or relocating such facilities and its loss, if 

any, of revenues resJ ting from tne fa.iure or 
defective function rig 0' its nietei ng equip- 
meni. In no evcrit shall ice responsibi1.t: cf 
trie Cooperat've for furn'sliing eiectr city 
exleno beyond me potni of dei,very 

Section 9 Access to Lan-u Prem ses 

Wittiout being pa:o compensal6on therefore 
each memoer shal grant ano g.ve to the 
Cooperative free access cnto his, her or ils 
land or prenises for the purpuse of placing. 
locating, bkilding constr-cling. operating. 
replacing. rebuilaing relocat ng iepamng. 
tmprovmg. enlarging. extending, and ma n- 
latning on, over or iinaer SJCh lano an0 
premises, or removing there from its electric 
distribution sysiem. new or existing I lies. 
wires, poles. anchors, and otner necessary 
or appurtenant pans tliereof providea, now- 
ever, any exlensions shall oe located along 
exislmg exterior boundai) lines and :nterior 
fence lines when feasible. An/ unusual tir 
excess.ve use of lands are lo be compen- 
sated for, ivhicn compensal~ori sliall be voted 
upon by a majority vole of tne Board of D -  
rectors. The Board of Dtreclors. after due 
Iiearing, may expel from membership and/or 
a.Scontinue electric serv:ce to any member 
i*.lio fa IS or refuses to comply 'iilln the provi- 
stons of this Bylaw 

ARTICLE II: RIGHTS AND LIABILITIES OF 
MEMBERS 

. .  Section I : .  Non-Liabilitv for Debfs oT the 
Co0oerativ.e 

The'private Property of the members shall be 
exempt.from'executim or other iiabiiity for 
 the debts .of the Gooperative and.no member 
shall be liable or responsible for anydebts or 

ARTICLE 111: MEETINGOF MEMBEdS 

s of the Cooperative. 
. .  . .  

Section 1 Apuai  Meeting Tne anniai 
meeting of tne members sha i be held annu- 
ally on a date set by the Boaro of Drectors 
at such place Within a county served by the 
Cooperative, as  selected by the Board.of 
Directors andwhich shall be,deSignated in 
the notice of the meeting, for the purpose of 
reporting on the elsction of directors, passing 
upon reports for the previous fiscal yearand 
transacting such otherbusiness as may 

Section 2. .Special Meetinqs. 

Special mktings,of the members may be 
called by resolution of the Boarti of Directors, 
orupon wtitten.request signed by a majority 
ofthe directors. or by ten per centum.or 
mwe of all members, and it shaii thereupon 

be the duty of the Secretary to cause notice 
of such meetings to be given as hereinafter 
provided. Special meetings of the members 
may be heid at any piace within one of the 
counties served by the Cooperative as des- 
ignated by the Board of Directors and shall 
be specified in !he notice of !he special 
meeting. 

Section 3. Notice of Members' Meetirks. 

Written oiprinted notice stating the place, 
day and hour of the meeting'and, in case of 
a special meeting or.anannual meeting at 
which business requiring special not,ice is to 
be transacted, the purpose or purposes for 
which the meeting is called, including an 
.agenda, shali bii delivered not less tban ten 
( I O )  days or mokthan sixty (60) days before 
the date of the meeting, either.personaliy or 
by mail. byor at the direction of the Secre- 
tary, or upon default. i! duty by the Secretary; 
by the persons calling the meeting, toeach 
member. Such notice shaii be.deemed to be 
delivered when deposited, in the United 

ail, addressed to the member at the 
addiebs as,it appears on the'records of the 
Cooperative with.postage thereon prepaid. 
The faiiure,of the memberto receive.notice 
of anannual'or special meeting ofthe mem- 
bers shall not invalidate any action which 
may tie taken by the,members at such meet- 
ing. Notice published in Kentuckv Livina or' 
any other Coopeiative publication shall be 
adequate notice of member meetings. 

NO proposal shaii be voted upon at the an- 
nuai.meeting unless it has been placed on 
the agendaat least 40 days $or to such 
meeting. pny legitimate proposal may be 
placed on the agenda by.a.ny member by 
filing a.copy.of the proposal withthe Secre- 
tary within the time allowed with a request it 
be submiJed to the Annual Meeting for con- 
sideration. 

Section 4. Q&.&.& 

A quorum~forthe transaction of business at 
meeting.of the members shall be the lesser 
of one haif percent (I/%) of the total num- 
ber of membek as reported onthe Financial 
and Statistical Report of RUS Fel$7~as of 
Decembef 31 ,of the calendar year precedjng 
the Annual Meeting, or two hundred, and fiHy 
(250) members present in person.for the 
transaction;Qf business.at.ali meetings ofthe 
members. In case of a joint membership, 
the presence a la  meeting of,eith.er husband. 
wife or both, shaii be fegardeb.as the pres-. 
ence of one member., ' . ', '' . 

If less than a quorum is.present at any, meet- 
ing, a majority of members.presept,+ay 
without further notice adjourn the.meeting to 
another time ana date not more than foljy- 
five (45) days later and to any'place in one Of 
the counties in. Kentucky within'which the 
.Cooperative serve$ provided, that the Sec: 
retary shall not8y any absent members ofthe 

.. 

, .  

. .  
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time, date,:and place of such adjourned 
meeting by delivering notice, thereof as pro- 
vided in Se'ctidn 3 of this Ariicle. 

Section 5. Votina. 

a) Each memberShall.be entitled to o'nly 
one vote upon each matter submitted to 
a vote at a 'meeting of the members.. All 
questions shall be'decided by vote of a' 

, majoriiy of the members voting; thereon 
in person, unless otherwise provided in 
the BylawsiA?icies of C.onsolidation,br 
oth6rapplicable law. There shall be no 
voting by.proxy. 

, ,  

iiector elections, any me& 
d to vote on a matter slibmlt- 

ted to the membership for vote, (Nho 
' , has'not been declared mentally dis- 

abled.by a Court Of competent jurisdic, 
ti.On, and who, on account of age, ihfir- 
mity or illness, is not able to appear at 
the meeting at.which the'vote s$all be 
taken, may vote in the following man- 
ner: : 

1). At!east ten (IOj days prior to 

. ,  .~ 
may present.to any person in 
the administraiive staff at the 

to appear at the meeting is 
: . due to age, infirmity, or,ill- 

ness. 

2) Upon receipt ofthe applica- 
tion, the administrative staff 
person shall immediately mail 
to the'member awabsentee 

',ballot. along with anknvelope 
addressed to the Cooperative 

" ,headquarters or district office, 

smaller,.plain envelope. 

3) , The member shall mark the 
ballot, seal it in the smaller, 
plain envelope, place the 
plainehvelope in the outer 

, envelope addressed to the 
Cooperative,and mail it to' . 
the cooperative headquar- 
ters, or.district office, as the 
case may'be. The member 
shall sign the outer envelope 
in order to validate the ballot. 

Upon receipt of the return 
envelope, the administrative 
staff person shall verify.the 
signature onfhe outer enve- 
lope to validate the ballot, 

. 

' ' as the case.may be, and a 

. 

4) 

and shall then deoosit the set forth in Section 2 
plain, inner envelbpe cotita n- 
ing the ballot in ine ballot box, Section u 
or some other secure con- 
tainer, to be counteo in tne 
pending vote. 

Tne Cooperat;ve shall oe divided into ten 
(IO) terr'1or:at d:strtcts according to a plat 
ahached herewth and all Board of Dreclors . .  

5) In to be counted,.the . ornominees for the office of director shall be 
bailot~shali be received by the 
administrative staff merson 

members and'residents of their respective 
districts, provided. however, 

by the close of business on 
the last business day orior to 
the date of the member VOID. 

NoMilhstanding any other procision of 
these B y l a w  all voting for nom nees or 
cand;dates for dtrector shati be excllr- 
sively by mail ballot personally marked 
by an eligible member ana in compli- 
ance w'lh the Bylaws No cJrnuiatrve 
votmg sha I be permitted as to election 
of the Board of Directors, but each 
member shall have the r:ght to vote for 
one director in each d.strct :n wiiicli a 
director is to be elected 

c )  

1) That each district shall have one (1) 
director, and . .  

2) That'the entire membership shall, retain 
the right to nominateby petition and 
vote for directors in all districts. 

Section 3. Election and Tenure 

thereafter. 

2005 - Districts No. Sand 8(3year terms) 

2005 - Districts No. 1 'and 4 (4 year terms) 

2006 - Districts No.,3. 7 and 9 (4 yearterms) 

2008 - Districts N?. 5 and 8 (4 yeat terms) 

All directors elected at the expiration of 
above terms of office shall be elected for 

Section 6.' 0rderof.Business.. , 

2) Reading of the Notice. ofthe Meeting 
and proof ,df the due pub1ication:or mail: 

,' ing thereof, or the waiver or waivewof 

3) 

Agenda itemsfiled under Section 3 of 
Article 111. 

notice of the meeting. as the case map 
be. 

Reading of unapproved minutes of 
previous meet.ngs of the 

Presentation of repons of oft.cers, oi- 
rectors. and committees. 

Report on election of directors. 

TO comply a;lh Section 279.080 of the Ken- 
tucky Revised StatJtes, as amende0 by Ine 
1982 LegislatJre, and to insure secrecy and 
anonymity of baliois cast in the clectiori of 
directors. tne election of directors shali be 
conducted by mail ballot as set forth in lhcse 
Bylaas: provided, hottever, that if a nominee 
of the Nomlnatmg Commhlee is the only 
nomination for the position of director in a 
distr;ct and no nominating petilions have 
been filed w;tn (ne Secretary as provided in 
tnese Byla#s, then the Secretary shall so 
certify and will so announce at the Annual 

7) Other informalcon Meeting and such nominee or norniriees 
shall be deemed elected to the Board of 

8) Adjournmenl. Directors without the necessitq of a mailed 
ballot No wr,te-in votes shall be permitted ill 
election o! directors. ARTICLE IV: BOARD OF DIRECTORS 

Section 1. m e r a t  Powers. Tne Secretary shall mail with the notice of 
The business and aHairs of the Cooperative tfie meeting a statement of the number Of 

snall be manage0 by a Board of Directors of directors to be elected and showtng SePa- 
not less than five ( 5 )  d;rectors which shell rately the nominations made by the Conlmit- 
exercise all the powers of the Cooperative tee or nomination ana nominalions made by 
except such as the Bycaws or tne Anicles of pelil;on, if any. 
Consolidation of tile Cooperative confer 
upon o1 reSeNe to the memoers, One d.reC. If a nominee of the Nominatlng Committee is 

tor shall be elected from of the d:st,:cts the only nonima1:on for the position of direc- 

Of necessary thereon, 
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1 'tor in a district and no ' Nothing contained in this Section shall affect 

action taken at any meeting of the Board of ' 

Directors. 

Section 4.01.. Board Trainino and 

Deveiooment. 

Directors-are expected l o  gain and maintain . 
the knowledge' and skills necessary to func- 

seated on the Board of 

member who is in compliance with the By- 
iaws, Rules and Regulations of the Coopera- 

Service Commission as of forty-five (45) 
days prior to the Annual Membership Meet- 
ing. The Secretary shall deliver a list of 
members in good standing on the certifica- . . 
lion date to the Provost. 

Any member. whose service is disconnected 
for any reasbn, will automatically become a 
nonvoting member until said member is re- 

in any manner whatsoever the Of any tive, and Rujes and Reguiations of the public 
have been filed with the Secretary as pro- 
vided in these Bylaws, then tbe Secretary 
shall so.certify and 
nual Meeting and:such nominee or nominees 
shall be deemed elected to the Board of 
Directors without the necessity of a mailed 
ballot. 

Section 4. ,Qualifications. 

No person'shali be eligible lo become or 
remain a member of the'Board of Directors 
of the Cooperative who: 

is not a member in 

the A ~ .  

. .  
. .  

a) 

b). does not receive, electric seivice from 
the Cooperative: or' . .  

d) does not have the legal capacity to 
enter.into a binding contract; or 

directorof the Cooperative 

9)- has.entered a plea of guilty to, or no 
contest to, or been convicted of, a fei- 

If the Provost shall disapprove a signa- 
any,. . . 

NO member of the Board. of Directors may 

the Board. not approved, , 

lure, printed "me, and,or address on a 
use his position on the Board for personal or  
political gain. Suchaction is expiessly'pro- 
hibited and may result in his removal from 

Qolwithstanding any of the foregoing provi- 
Sions of this Sectioc regarding close relative 
relationships, no incumbent'director shall 
lose eiigibilitytoiemain a member of the 
Board of Directors or to be re-elected asa 
director-if he/she becomes a close re1ative:of 
another incumbent member'of theeoard of 
Directors or Of a Cooperative empioyee be- 
cause of mirriage to which he was not a 
party. 

"Ciose.Relatwe'; defined. .As-defined in 
these Bylaws, !:close relative" means a per- 

foster, step and adoptive. kin, is eithdr a 

ent,.brother, Sister, uncle, aunt;nephew, or ' 

$'randchiid, parent, grandpar- 

qetition,or,petitipns, he, shall list,same in 
writing giving the reason or reasons why 
signaiure, printed name, and/or address was 

A, The Provostshall determine'if the required 
number of qualified voting members have 
signedthe pbtition or petitions afler having 
deducted fromth; petitiohor petitions the 
names disapproved by him because lhe 
names, signatures, pcinted names, and/or 
address on said petition or petitions fail to 

- comply with'the Kentucky RevisedStatutes, 
the Articles of Consolidation 01 the Coopera- 
tiv& and these Bylaws. I f a  petition does not 
contain the required number of Lalid signa- 
tures, printed names; and a 

mb.er 31 of the calendar year preced- 

. .  

ere the list of nominations 

ber sign more than one.peliion for the 
ination of a director fr0m.a district. 

, .  son who by blood or in-law, including haif. ' members in good standing ost 
shall not cerlify to the Seer e Of 

spouse, as on said as a can& than forty-five (45) days prior $0 the Annual the 

niece of the principal, ber is in good standing and qualified 
When a membership is held jointly by a hus- purpose Of signing a nominating 

. 

'cate date which determines whether a mem. 
Meeting shall be established as theceftfi-, . date 

Or voting. 

A member 'in good stantling isany active 

to be upon the 

Upon compl&on of the'examination and 
vost, he.shali certify to the Seeretaw Of the 
Cooperative, the dame ornames of those 
persons properly nominated bypetition or 

audit of the.petition or.Aetitions, by the pro- 
band and wife, either one, but not both, may ~ 

tie elected as a member of the Board of 
Directors. 



petitions so that those nominated may be 
listed on the official, ballot. 

S..Afler.receiving the'nominations, the Sec- 
retary will contact those persons nominated 
and give them an opportunity to furnish bio- 
graphical information. This information is to 
be included with'ihe official ballot which is 
sent toall the members as required by the 
Bylaws. The Secretary shail have !he righl 
to require the candidate to limit such bio- 
graphical information.to not more'than two 
hundred (200)words. ' . ' 

'j After 1haProvost'haS certified the names of 
the candidates nominated by petition..or,peti-' 
lions t o  be placed upon the official ballot, it 
shaii be the responsibility.of the Secretary to 
prepare a printed ballot of those persons 
duly nominated by the Committee and by 
nominatiqg petition within fifteen(l5) days 
aftkr the nominating,petitions are, required to 
be pos1ed:The printed baliot Shall show 
separately those persons nominafedby the 
Nominating C0mmittee.and those persons 
nominated by petition in, alphabetica1,order 
by district and labeled in such a'manner as 
to note which catididate,appears on the bal- 
lot by nominationof the Nominating Commit- 
tee and which appears on:the balltitby nomi- 
nation by petitivn. . . : 
It shall be the furthei responsibilityof the 

Secretary to seeth'at hppropripte official 
ballots are mailed to each active and quaii- 
fied ,member at his!ast address shown on 
the Cooperative records,, not less than 
twenty (ZO).days'prior to said Annual'Meet- 
ing at which tfie results of said election are to 
be announceti. 

The official ballot shall be inscribed with 
instructions'by the Secretary of the Coopera- 
tive as to how many candidates may be 
voted f0r:on.each. ballot by the member and 
4 t h  instructions that all official ballots must 
bereturned'only by U. S. Mail and received 
not less lhan ten ( IO)  days prior to'the said 

: Any ballot not received by 
afterthe time set for receipt 

1hereof;shall not be counted. 

Each officiai baiiol shall be placed with an 
envelope labeled Ballot Enveiope within an 
Official Return Envelope bearing pbstage 
prepaid, addressed to the Provost, Blue 
Grass Energy Cooper#llve, Pod Office Box 
990, Nicholasville, .KY 40340-0990. 

The officiaibailot shai1,be personally marked 
and voted py the eligible.member and then 
placed .in.the Ballot Envelope'antl sealed. 
The sealed Ballot Envelope, with the official 
baiiot Cnclosed, shall then be place6 in the 
CIfflcial .Return.Envelope which is addressed 
to the Provost with postage piepaid., The 
Official Return Envelope shali then be signed 
by the member in the space provided 

" 

thereon so it can be determined by the Pro- 
vost prior to opening the Official Return En- 
velope whether the person signing the Offi- 
cial Returh Envelope is an eligible voting 
member of the Cooperative. ,The member 
shall then seal and mail the Official Return 
Envelope to 1he.Provost. 

All return'envelopes shail be, deposited in a 
locked Ballot Box or B,oxes at the Nicholas: 
viile Post Office or other secure location as 
may be designaied by the'Provost. 

6. in the event a voting member in good 
stahding has his, her or its ballot inadver- 
tently destroyed, or ihe Official Return Enve- 
lop@ inadve$enl(y destroyed, or the cover 
envelope with the contents therein was not 
received by the voting member, then, upon 
the voting member having exhibited to the. 
Provost his driver's'license and/or a social 
security card, the Provost shaii'check the 
COoDerative's membershib list to determine 
if he, she or itis a voting member in good 
standing. 

, "  

The Provost shailthen cause the voiing 
member 10 epcute an Affidavit before a 
NotaryPtlbliCaithe'Office ofthe Provost, 
and, if the piovost approves, he'may then 
and there deliver iothe voting member a 
Return Envelope, a.Ballot EnvelOpe'and a, 
Ballot. However, no Affidavi1,Official Return 
Enveiope, Ballot Enveiope and a Ballot shall 
be delivered by the Provost after4:30 pm,, 
on the ten*,dayprior to the Annual Meeting. 

7. The Board of Directors shall, at least thirty 
(30) days beforeany'election of directors 
appoint an Election Committee; The Com- 
mittee shall include the Provost and shall 
consist of an uneven number (including Pro- 
vost) not less than five (5) members of the 
Cooperativewho are not members.of the 
Nominating Committee or existing Coopera- 
tive employees, agents, officers, directors or 
known candidatesfor director, and who are 
not close relatives or members of the same 
household thereof.. In the event a.protes1 or 
objedio? Is filed concerning any election, : .. 
'such protest.or,objection musl tie filed dur- 
ing;or within three (3) business days follow- 
ing the adjournments of the meeting in which 
the "ling is conaucted. The Committee 
shall thereupon be reconvened, upon notice 
from the Provost, not less. than three.(3) 
days after sucti .protest or objection is filed. 
The Cummi!lee shall hear.evidence as is 
presen1etl'by:lhe protestor(s) or obj$c\or(s), 
who.mi\y be'heard in person, by Counsel, or 
both. and any opposing evidence,,and the 
Committee, by a vote of8 majority of those 
present.and voYing, shall, within a reason- 
able time but not later ihan thidy (30) days 
afler such heahng..render its decision, the 
result of which may be to affirm the election, 
to change the outcome thereof, or l o  set it 
aside. The Committee may no1,affirmatively 

act on any matter unless a majority of the 
Committee is present. The Committee's 
decision (as reflected ,by a majority of those 
actuallypresenl and voting) on ail matters 
covered by this section shall be.final. 

8. The duties of the Provost and Election 
Committee regarding votes and counting 
shall be as foilows: , .  

, .  
a. At no later than 9:OO a.m. on the 

second day'prior to the Annual 
Meeting of members, the Provost 
shall take the locked Baiiot Box or 
Boxes containing the Return Enve- 
IoDes and transferthe locked Bal- 
lot Box or Boxes lo a location of 
his choosing, 

b. The Provost and Election Commit- 
tee shall unlock the Ballot Box or 
Boxes and examine each Return 
Envelope to ascertain if it has 
been properly signed. 'Signatures 
on eehaif of a corporation. partner-. 
ship, church or other organization 
shall be presumed to be by a d.uly 
authorized officer, padner or agent 
of the organization, unless shown 
otherwise by written notice of the 
organization, by the Provost prior 
to the count of the vote'. 

c. Any and'all Return Envelopes 
'found by the Provost and Election 
Committee not to conform to the 
provisionsand requirements of 
these Bylaws shall not be opened 
but shall immediately be.placed in 
a lockea Ballot Box or Boxesfor 
rejected Return Envelopes which 
shall be retained by the.Provost in 
safekeeping until sixty (60) days 
afler the Antiuai Meeting. 

When the unopened Return Enve. 
lope.is found by the Provost and 
Election Committee.to be in con-, 
formity with'the provisions and 
requirements of these Bylaws, the 
Provost and Election' Committee 
shall see that 1he:membership 
record ismarked so as to indicate 
the member.has voted. The Re- 
turn. Envelope shaii then be placed 
in a locked Ballot Boxforthe ac- 
cepted Return Envelopes. 

e. .  Inthe event.another Return Enve- 
lope is found by the Election Com- 
mittee to be from the same voting 
member, the Election Committee 
shall reject'the second unopened 
Return Envelope, state the reason 
for the rejection and placeit in the 
locked Ballot Box provided for any 
and al1,unopaned Return Enve- 
lopes found not to conform to the 
provisions and requirements of the 

, ' 

d. 

Page 7 

6 2001 



Your CooDerative Bvlaws 
Byiaws 

After ail the Return Envelopes 
have been checked by the Provost 
and Eiection Committee for ap- 
proval or rejection and placed 
either in the iocked.Baliot Box or 
Boxes for accepted Return Enve- 
lopes or placed in iocked.Baiiot 
Box or Boxes for rejected Enve- 
lopes, the Provost and Election 
Committee shaii then open the 
accepted.Reiurn Envelopes and 
remove the unopened Ballot Enve. 
lopes therefrom and place same in 
a iocked.Baiiot Box until ail of said 
Return Enveiopes.have been 
opened. The Provost end Election 
Committee shall then open the 
ldckeg Ballot Box or Bdxes con- 
taining the unopened Official Ballot 
Envelopes an@ remove same from 
said Bailot Box or Boxes and open 
said Official Ballot Envelope and 
tabulate ail valid.votes cast on 
each Officiai Ballot. Counting of 
ballots shall be conducted solely 
by the Provost and Election Com- 
mittee with the, assistance of any 
personnel necessary for its work. 
Any nominee o r  anyone desig- 
nated in writing by such nominee 
may be present in the counting 
room. No other person shall be 
present in the counting room ex- 
cept the Cooperative Attorney who 
may be present at any part of the 

in addition to the reasons stated 
elsewhere in Paragraph 7 of Sec- 
tion 6, ttie following Ballots shall 
not be counted 
1. A Baiiot ,marked for more than 
one candidate in each district from 
which a director is to be elected; 
2. Ballots other than the Official 
Ballot. 1 

Any Official Ballot deemed invalid 
by the Provost and Election Com- 
mittee for'reasons set forth in 
these Byiaws shall be piaced in 
the'locked Ballot Box or Boxes 
containing the rejected Return 
Envelopes. 

The Ballot Box& Boxes shall be 
kept locked at aiitimes except 
when the Provost.or Election Com- 
mittee, are'present. 

If the counting of the Official Bai- 
lots hamot been completed at the 
time of adjournment of the count- 
ing, ail Official Ballots unopened 
and uncounted shall be kept in the 
locked Ballot BOX or Boxes in the 
Provcst's safekeeping uhtii the 

f: 

' , election process. 

g.. 

h. 

i. 

counting of all Official Ballots is 
again begun in the presence of the 
Provost and Election Committee 
and this ProGedUre shaii continu'e 
until all valid Officiai Ballots have. 
been counted and tabulated. 

j. The.Provostshaii place ail officiai 
and valid Ballots which tiave been 
.counted.in a locked Ballot Box and 
shaii retain same unopened in 
safekeeping of the Provost for 
sixty(60) days aflerttk date of the 
Annual Meeting. 

The Provost shaii promptly, upon 
completion of the counting of the 
membership votes, certify in writ- 
ing to,the Secretary of.the Board 
the names of the candidates and 
the number of votes received by 
each and shall also certify the 
names and addresses of the can- 
didates receiving the highest.num- 
ber of votes taking into account 
thenumber of directors to be 
elected and the'respective districts 
they are to represent. In case of 
any lie votes, drawing by lot by the 
candidates shall resolve any tie 
votes. The Secretary shall an-. 
nounce the election iesuits at the 
Annual Meeting: 

After sixty (60) days have passed 
from,the day of the Annual Meet- 
ing of memtiers. the Provost shaii 
deliver the Ballot Box or Boxes to 
the Secretary of the Cooperative. 

k. 

I. 

I 

Section 7 Removal of Member of the Board 
of Dlreclors bv Members 

Any member may bring charges for cause 
against a member of the Bgard of Directors, 
and, by filing With the Secretary such 
charges in writing together with a peti t in 
signed by.ten percentum or more of.aii the 
members, may request the. removal of such 
member of the- Board. of Directors by reason 
thereof. For the purpose of thisSection 7; 
"cause" shall be defined'to mean malfea- 
sance inoffiee, that is.. the commission of an 
act which is unlawful and affects, interrupts 
or Interferes with the peilormance of official 
duties. Each page of the petition shall, in the 
forepan, ttiere0f;state the name@) and ad- 
dress(es) of the member@) filing such 
charge@), a, verbatim statement.of such 
chars+) and the name(s) of the director(s) 
against whom Such charge(s),.is(are) being 
made. The petition shall be signed by each 
member in the same name a3.he is billed by 
the Cooperativeand shall state the signa- 
tory's address as the,same appears on such 
billings along with printed names@), dates of 
birth and social security numbers. A state- 
ment of charge@) verbatim, the name(@ of 

~~~ ~~~~~~~ ~ 

director@) against whom the charge(s) have 
been made, of the mernber(s) filing the 
charge@) and the purpose of the meeling 
shall be contained in the notice of the meet- 
ing; provided, that the notice shaii set forth 
(in aiptiabeticai order) only twenty (20) of the 
names of the members filing one or more 
charges if twenty (20) or.more members fiie 
the same charge@) against the same direc- 
tor(Q). Such director(s) shaii be informed in 
writing of the chars@) afler they have been 
validly.fiied at least thirty (30) days prior to 
the,rneeting of the members at~which the 
charge(s) are to be considered, and shall 
have'an opportunity at the meeting to be 
heard in person by witnesses, by counsel or 
any combination of such.and to present evi- 
dence in respect to the charge(s); and the 
person(s) bringing the charge@) shaii have 
the same opportunity, but must be heard 
first. The question.of the removal ofsuch 
direct+.) shall, separately, for each if more 
than one has been charged, be considered 
and voted uponat such meeting; provided, 
that the quest.ion of removal of a.director 
shaii not be voted upon at ail uniess some 
evidence in support of the charge@) againsf 
him shall have been presented during the . , 
meeting through oral statements, documents 
or, otherwise, with the ruling concerning 
same to be made by the chairman of the 
special meeting. A two-thirds (2/3) majority 
of members.present at the meeting shaii be 
required for.removai Of a director. The chair- 
man:of the said meeting shall be a ijcensed 
attorneyappointed .by the Board of Directors 
.and the Cooperative shall compensate him 
for'his. setvices. 

Section7.01. Removal of Directors for 
Absence. 
Any boardmember who is absent from three 
consecutive regular meetings of the board, 
uniess excused by the affirmative vote of a 
majority of the other board members.'may be 
deemed fo have vacated his office if so de- 
termined by the affirmative vote of a majority 
of the other board members. 

Section 8. Vacancies. 

Vacancies occurring on the Board of Direc- 
tors may be filled by the affirmative vote of 
the majority of the remaining members of the 
Board of Directors for the unexpired portion 
of !he term,.subject however to the terms of: 
the Consolidation Agreement which shall 
supersede aii teinis.and conditions of the 
Bylaws. The Board of Directors reserves the 
right to leave any vacancy,or vacancies un- 
filled, and to ailer the number of director 
districts. 

Section 9. Compensation. 

The members of the Board of Directors shall 
not receive a salary for their services as 
such,,except that the Board of Directors of 
the Cooperative may by resolution authorize 
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a fixed sum which may include insurance 
benefits, for each day or portion thereof 
spent on Cooperative business,'such as 
attendance at meetings, conferences, and 
training programs orwerforming committee 
assignments when authorized by the Board 
of Directors. If authorized by the' Board of 
Directors, directors may also be reimbursed 
for expenses actuaiiy and necessariiy in- 
curred in carrying out such Cooperative busi- 
nesS or granted a reasonable per diemal- 
iowance bytheBoard of Directors in lieu of 
detaiied accounling for some of these ex- 
penses. NO director shall receive compen- 
sation for serving the Cooperative, in any 
other capadty, nor shall any close relative of 
a director receive compensation for serving 
the Cooperative, uhless the payment and 
amount of compensation shall be sp@cificalIy 
authorized'by a vote of the members or the 
sewice by the director or~his close relative 
shaii have been certified by the Board of 
Directors as an emergency measur6. 

ARTICLE v MEETINGS OF THE BOARD 

Section 1. Reqular Meetinas. 

A regular meeting of the Board of Directors 
shaii be heid without notice immediately 
after, and at the same piaceas, the Annual 
Meeting of thE members. A regular meeting 
of the Board of Directors shall also be heid 
monthly a i  such time and place within one of 
the counties.sewe8 by the Cooperative as 
designated by the Board of Directors. Such 
reguiaimonthiy meeting may be heid without 
notice other than such resolution fixing the 
time and pldcethereof. 

Section 2. Special Meetinqs. 

Special meetings of th.e Board ofDirectors 
may be calied'by the Chairman of the Board 
of piiectors ,or by a majority of directors, and 
it shall thereupon be the duly of the Secre- 
tary to cause.notice of such meeting to be. 
given as hereinafter provided. The Chair: 
man or directom,cailing the meeting shall fix 
the'time and piace for the holding of !he 
meeting which shall be held in one of the 
counties in Kentucky within which the coop- 
erative serves, unless all directors consentto 
its being held in some other place in Ken- 
tucky 'or elsewhere. Special meetings, upon 
proper notice as provided.in these B,ylaws, 
may also be held via telephone conference 
call. without regard Wthe actual location of 
the directors at.the time, Of such telephone 
coflference meeting, if all directors consent 
thereto. 

Section 3. Notice ofBoard Meetinqs.. 

Written notice, $the time, place and purpose 
of any special meeting of tb,Board of Direc- 
tors shall be delivered to each director either 
personally ot.by mail, bypr at the direction of 
the Secretary, or upon a default in duty by 
the Secretary. 6y the Chairman or the direc- 

tor calling the tneeting. If mailea. such no- 
tice snail oe deenied lo be delivered when 
depositeo In t'ie United Stales mail ad- 
uresseo to lric oireclor at his address as il 
appears on ihe recoros of the Cooperalive, 
u;lh postage thereon prepaid, at least f.ve 
( 5 )  days before the date set for the ineeting. 

Section 4 .  W~Q. 
A major,ty of the Board of Direciors shall 
conslilute a qiiorbm, provided. that if less 
lhan sucn majority of the Board of Directors 
:s present at said reeling. a majority of the 
Board of Directors present may adjourn Ihe 
nieetitig from lime io m e :  and provided 
funher, that lhe Sccrelary snali notify any 
absent directors of the time and place o i  
sdch aojourned meeting The acl of a major- 
ity of the dreclors presml a1 a meeting at 
u.hich a quorum 1s present shall be the act of 
the Board of Directors, excepl as otherwise 
provided in these By1av.s. 

ARTICLE VI: OFFICERS 

SectNon 1 &&EX 

Tne officers of the Cooperallwe shall be a 
Cha,rman of the Board, V m  Chairman of the 
Board, Secremry and Treasurer each of 
rvnom shall be elected oy lhe Board. Such 
other oflcers and assistant ofhcers as may 
be deemed necessary may be elected or 
appoinled by the Board of Directors. The 
oflices of Secretary and Treasurer may be 
neld by the same person. 

Section 2.  Election and Term of.O&%. 

Tiic Board of Directors of the consolidated 
cooperatwe shall e.ect officers at a meeting 
of the Board of D rectors lo be heid immedi- 
a1e.y after each Annual Meeting. A vacancy 
in any office snali be filled by the Board of 
D.rec1ors for lhe Lnexpircd portion of lne 
term. 

Sect.on 3. Removal of Oflrcers. 

Tne Board of Ddectors may remove any 
offmr eleclco or appoinleo by the Board of 
Directors for cause whenever in its judgmenl 
the bESt inieres: Of the Cooperalive will be 
served thereby. For the purpose of lhis Sec- 
I o n  3. came shaii be def,ned io mean 
malfeasance in oflice. that IS, the conimis- 
sion of an acr which is unlawful and which 
affects, nterruprs or interferes w:lh the per- 
formance of oif.cial duties. The oflcer 
against uhom such charges have been 
brought shall be informed in writing of lhe 
cnarges at least thirty (30) nays prior to tne 
Board Meet'ng at which the charges are to 
be considered. arid shall have an opportunity 
ai  tne meeting lo be heard in person or bv 
cobnsel and io present evidence in respecl 
of the charges, lne oireclor or d,rectors 
bringing lne charges aga'nst him shall riawe 
lhe same oppownity. The question of tne 
removal of the ottlcer shall be decided by a 

majority vote of the members of the Board of 
Directors present and voting. 

Section 4. .-, 

The Chairman of the Bo'ard'shail: 

a) be the principal officer of the Coopera- 
tive and unless otherwise determined 
by the members of the Board of Direc- 
tors, shall preside at all meetings of the 
members and the Board of Directors; 

sign anydeeds, mortgages. deeds of 
trust, notes, bonds, contracts or other 
instruments authorized by the Board of 
Directors to be executed. except in 
cases in which the signing and execu- 
tion lheredf shall be expressly deie- 
gated by the Board of Directors or, by 
these Bylaws to some other officer or 
agent of the Cooperative, or.shali be 
required by laiv to be otherwise signed 
or executed; and 

in general, perform ail duties incident to 
the office of Chairman and such othei 
duties as may be prescribed by the 
Board of Directors'from time to time. 

while presiding at a meeting ofthe 
members or of the Board of Directors; 
choose to vacate the chair, and the 
Vice-chairman is absent or chooses not 
to preside, the Chairman shall desig- 
nate.anotRer person,as Chairman for 
any part or ail of the remainder of the 
meeting., 

b) 

c) 

.d) 

Section.5. Vice-Chairman. . ' 

In the absence of the Chairman, or in the 
event of his inability or refusal to act. the 
Vice-chairman shali perform the duties of 
the Chairman, and who soacting shall have 
all the powers of and be subject to ali the 
restrictions upon the Chairman. The Vice- 

.Chairman shall also perform such other d u  
tieaas from time to time may be assigned to 
him by the Bodrd of Directors, 

Section 6: m. 
The Secretary shall be responsible for: 

a) keeping; or causing to be kept, the 
minutes of meetings of the members 
and Of the Board of Directors in books 
provided for that purpose; 

seeing that all notices are duly given in 
accordance witki these Bylaws or as 
required by law; 

the safekeeping of the corporate books 
and records and the Seal of the Coop- 
erative and affixing the Seai.of the CO- 
operative to ali Certificates of Member- 
ship prior to the issue thereof,.and to ail 
documents, the execution of which on 
behalf of the Cooperative under its Seal 
is duly authorized with the provisions of 

b) 

c) 

Page 9 
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these Bylaws. 

keeping, or causing to be kept, a regis- 
twof  the names and post office ad- 
dresses of ail members; 

keeping, or causing to be kept, On file at 
all times a complete copy of the Articles 
of.Consoiid@on and Bylaws of the 
'Cooperative containing ail Fimendments 
thereto (which copy shail,aiways be 
open to the inspection of any member) 
and at the expense of.the Cooperative, 
furnishing acopy'of the Bylaws and ail 
amendments thereto to.any member 
upon request;.hnd , ' . 

'in general, performing ail duties incident 
io thebfiice of Secreta,ry and such other 
duties as'irom time to'time may be : 
assigned to h'im by the Board of.Direc- 
tors. 

Section 7. m. ' , , 

The Treasurei shall be responsible foi: 

a) 

b) 

Custody of all funds and securities of 
the Cooperative; 

the receipt of and.the issuance of re- 
ceipts for.ali monies due and payable to 

e and for the deposit of 
s in.the name of the Co- 
ch bank or banks as. 

shall be selected in accordance with the 
provisions of these Bylaws; and . , 

the general performance of aii the ifu- 
ties 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. 

c) 

Section b Leiesation of Secretar&a& 
Treasureis ResDon7- 
Notwiihstanding the provisions of the duties, 
responsibiiifies an.d authorities of the Secre- 
.taw and Treasurer hereinbefore provided in 
Sections.6 and'7, the Board of Directors by 
resolution may, except aSotheMlise limited 
by iaw, delegate, wholly or in part, the re- 
sponsibility and authorityfor, and the regular 
or routine administration of,one ok more of 
each subhofficers' duties to,,be one of more, 
agents, other officers or employees of the 
Cooperative.who are not.directors. To the 
extent that the:Board of Directors does so 
delegate the duties, responsibiiity,'or airihor- 
ity of such officer, that officer shall be re- 
leased from such'duties, responsibiiities and 
authorities. 

Section $., President and CEO 

The Board.of Directors'may appoint a Presi- 
dent and CEO who may be, but who shall 
not be required to be,,a member of the Co- 
2perative. The President.and CEO shall 
perform the duties.of Chief Executive Officer 

. , . .  

vest in him. 

section IO. -Bonus of Officers. 

The Board'of. Directors,in its discretion may. 
require the Treasurer'and.any other officer or 
agent of the'cooperafive charged with re- 
sponsibility for the cu.stody of any of its funds 
or property to be.bonde 
with, such. surety as the 
may.defermine. The costs.bf ail such bonds' 
shaii be boine by the Cooperative. 

0fficers;agents and directors shall be fixed 
by the Board of Directors subjeci to the'pro- , . 

.wilh res@ect lo wm: 

. .  
Section'l2., m: 
The officers of the Cooperative'shali submit 
at each.Annuai Meeting of the members, 
repoiis covering the business ofthe Coop- 
erative for the previous fiscal year.. Such , 
rePo.@ shall-set forth the condition of the 
Cooperative ai'the close Of-such fiscal year. 

. .  

and shall exercise such authority as the 
Board of Dlrectors may from I me to I me 

ikasi not oppose0 to tile nest inter- 
est of the Cooperat,ve 

7 

3 

Sectibn 13 Indemnification of Directors. 
Officers. Empiovees and Members of Board 
Committees. 

Evety present or past director, ofiicer. em- 
ployee. or member of a board comm;ttee of 
tne Cooperative shall ne ;ndemn:fied Dy (ne 
Cooperative against ai: judgments. pena ties, 
fines, settlements and reasonable expenses, 
including iegal fees, incdrred by him as a 
result of or in connect,on wltn any threat. 
eneo, pend.ng or completed civil, cr.miiiai. 
administral8vC or investigative proceeding to 
which ne may be maoe a party of by reason 
of his acting o r  having acted in his official 
capacity as a o rector, offcer, employee or 
member of a board committee of the Coop. 
erat;ve. or in any other capac.ty ne may hold 
at rhe request of tne Cooperalive. as ;is rep- 
resentat ve in any affiliated organization, 
subject io me foilocing conditions: 

1. Such director. officer, employee. 
or member of a boaro committee 
must nave conducted himseii in 
good faith (and reasonably be- 
lieved his conduct was in tnc best 
Interests of the Cooperative), and, 
in fne case of criminal proceed- 
ings. he (addttionaiiy) must have 
had no reasonable cause to be- 
lieVe that his conduct was unian- 
fui. VUhen acting in his ofkfal 
caDac'ty. he must have reasonably 
believed that his conduct was in 
the best interests of the Coopera- 
tive, and when acting In any otner 
CaDacity. he must have reasonably 
bekved that his conduct was ai 

If the proceeding was brought by 
or on behalf of the.Cooper.ative, 
however, inaemnification shaii be 
made only with respect to reason- 
able expenses referenced above. 

adjudged liable to the Cooperative, 
except that ndprofessionai em: 
ployee shaii,be liable io the Coop- 
erative for any losses occasioned 
by hiserrors or omissions 
his official capacity with th 
erative unless suchlosses were 
the result 07 his gross negligence 
or willful misconduct. . . 

In no  event;^ however, will indemni- 
fication be made $ith respect to 
any describedproceedinq which 
charges,oraileges improper per- 
sonal benefit'to a director, officer, 
empidyee,. or member of a board 
committee where liability is im- 
Dosed uoon'him on the basis of 
the reckpt of such improper per- 
sonal benefit. 

4. In order for.any person' to receive 
indemnification under.this bylaw, 
he.,shaii vigorously'assert snd 
pursue any and ail defenses to 
those claims, charges oiproceed- 
ings coveted hereby which are 
reakonabie and'iegaiiy.available 
and shall fully cooperate with the 
Cooperative or'any attorneys inT 
voived in the defense of any such 
claim, charges, or proceedings. 

. .  

NO indemnification shall be made in any 
specific instance until it has been determined 
by the Cooperative that indemnifieationis 
permissible in, fhaf specific case under'fhe 
standaids setforthherein and that the'ex- . . 
pensewiaimed are reasonable. Thesetwo 
determinations shali.be made by a'majority 
vote of aileast a quorum of the Board of 
Directors consisting solely of directors,who 
were not parties to the,proceeding. If such a 
quorum,cannut b e  Obtained; a majority of at 
ieast.a.quorum of theB0ard of Directors, 
inbiuding directors who are parties, shaii 
designate a Board'Committee which shaii 

by majority vote. If it is not possible to make 
said determinations by either of the above 
methods,then a special iegai counsel se- 
lected by a majority vote of at least a quorum 
of tfie Board of Direct0rs;inciudirig directors 
who may be parties: shall make said deter- 

. .  

. .  
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miriations. HoweverJn making such deter- 
minations the termination of any proceeding 
by judgment, order, settlement. conviction, 01 
upon plea of nolo contendere or its equiva- 
lent shall not, in and of itself, beconclusive 
that the person did not meet the standards 
set forth herein. 

The'reasonable expenses, as shaii be deter- 
mined above that have been incurred by a 
director, officer, employee, or member of a 
bpard commitlee who has beenmade a 
.party to a proceeding as defined herein'may 
be paidor reimbursed in,advance upon a 
majority vote of a quorum of the full Board of 
Directors, including those who may be a 
party to the proceedings. Provided, how- 
ever, 1hat.such director, officer, employee, or 
member.0f.a boafd committee shall have 
provided the Cooperative with a Written affir- 
mation'under oath that he'in good faith be- 
lieves that he has rnet the standards of con- 
duct contained herein and a written under- 
taking that he shall repay any amounts ad- 
vanced with interest accumulated at the iegai 
rate if it is ultimately determined that he has 
not rnet such standardsof.conduc1.. In addi- 
tion to the indemnification provided herein; 
the Board of Directors shall, as part of the 

urse of business of the Coopera: 
that insurance of self-funded 

liatjility protectionshall be purchased or 
provided, to the ehent.reasonably pra 
by the COo,perative that would protect 
'directors;Officers, employees, or members 
of board committees against liabilities and 
reasonable expenses arising out of the per- 
formance of their duties for the Cooperative. 

ARTICLE vii: NON-PROFIT OPERATION 

Section '1. Interest or Dividends on Capital 
Prohibited. 

The,Cooperative-shall at all times be oper- 
ated on a Cooperative non-profit basis for 
the, mutual benefits of its patrons. No inter- 
est or dividends shall be paid or payable by 
the Cooperative on any capital furnished bv 
its patrons, except as required by law, . .  

Section 2. Patronaqe Capital in-Connect:on 
vrith Furnishinq Electric E n e w .  

In.the,furnishing of dectric energy the Coop- 
erative's operatiansshall be so conducted 
that all patrons, members and nonmembers 
alike,: will Zhrough ttieir patronage, furnish 
capital for th8,Cooperative. in order to in- 
ducepatronage and 1o.assure 1i)at'the Coop- 
erative, wiii operate-ona non-profit basis, the 
Cooperative is~obligated to account on a 
patronage basisto all.its patrrns, members 
and nonmembers alike, forsll amounts 
received and receivatile from the furnishing 
of electric bnergy in excess of operating 
costs and expenses properly chargeable 
against the furnishing of electric energy. All 
such amounts in excess of operating costs 

and expenses at the moment of receipt by 
the Cooperative are.received with the under- 
standing that they are furnished by the 
patrons. membersand nonmembers alike, 
as capital. The'Cooperative is obligated to 
allocate credits 1o.a capital account for each 
patron all such amounts in excess of operat- 
ing tosts and expenses. The tiooks and 
records of the Cboperative shall be set up 
and kept in such a manner that at the end of 
each fiscal year, the amount ofcapital, if 
any, so.furnished by each patron is clearly 
reflected and credited,in an appropriate re- 
cord to the'capital account of each patron. 
Ail such.amounts. cred-ited to the capital ac- 
count of any patron shall have same'status 
as though they had been paid to the patron 
in cash in pursuance Of a leaal obliaation to 
do so and the patron has then furn;hed the 
Cooperatjde correspond ng amounts for 
capftal 

All.other amounts received'bythe Coopera- 
tive 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 orany prior fiscal year and 
(b) to the extent nof needed for that,purpose,' 
allocated to its patrons On a patronage basis 
and any amount so allocated Shall be in- 
cluded as part of the capital credited to the 
accounts of pations, as herein provided. 

In the event of dissolution or liquidation of 
the Cooperative, seer all outstanding indebt- 
edness of the CoOperatikshall have been 
paid; outstanding capital credits shall be 

Without priority qn a pro-rata basis 
any'payments are made On account 
erty rightsof members,. provided, that 

insofar as gains,may'be realized from the 
sale of any appreciated asset, such gains 
shall be distributed to all persons who Were 
patrons during the period.lhe asset was 
owned by the Cooperative in proportion to 
the amount of business done by such pa- 
trons acti- 
cable irec- 
torsb ac- 
count 

~. 

as capital. Provide& however, that the 
Board df Dire6tors.shall have the power to 
adopt rules providingfor theseparate retire- 
ment of Capital credited to the accounts of 
patrons and to descendant's estates which 
correspond tocapitai credited to the account 
of 1he'Cooperativ.e.by any organization fur- 
nishing services to the Cooperative 
(including power sewice'to cooperative) 

Such rules shall: 

a) establish a method for determining the 
various' portions of capital credited to 
each patron for each applicable fisoai 
year; 

provide identification on the Coopera- 
tive's books of fhe various portions of 
capital credited to the cooperative's 
patrons: 

provide for appropriate notification to 
patrons with respect tovarious portions 
of capital credited to their accoun1s;and 

PreGlUde a general retirement of the 
various portions of capital credited to 
patrons for any fiscal ,year prior tolhe 
general retirement of other capital cred- 
ited to patrons for the same yeafor of 
any capital credited to pairons for any 
priorfiscal year,, . ' '  

Capital credited to the account of each pa- 
tron shall be assignable only on the books of 
the Cooperative pursuant to written instruc- 
tion from the asb$nor and only to succes- 
sors in interest or successors in occupancy 
in all or part of such patron's premises 
SeNed bv the CooDerative unless the Board. 

b) 

c) 

d) 

. .  

acting under policles of general applcations, 
shall determtne oiherwse 

Notwithdending any,otliei plovision of the 

ately upon such terms and conditions as the 
Board of Directors, acting under policies of 
general applications, and the legal represen- 
tatives of such patron's,estate shall agree 
upon; provided, however, that the financial 
co!id,ition of the Cooperative Will not be im- 
paired t!?ereby:.and,provided, further that no 
,payment of capital credits io the estate of a 
deceased membei shall be made except to 
the extent said credits represent receipts in 
cash to the Cooperative: , . 

The patrons of the Cooperative, by dealing 
with the Cooperative. acknowledge that the 
terms and provisions .of the Articles of Con- 
solida)ion.and Bylaws shall constitute and be 
a contract betyeen the Cooperati'fe and 
eacii patron, and both,the Cooperative and 
the patrons are bound by such contrabt, as 
fully as though each patron. had individually 
signed a separate instrument, containing 
such terms and provisions. The provisions 
of 1his.Article of the Bylaws shall be called to 
the atlention of,each patron.of the Coopera- 
tive tiy.posting in a conspicuous place in ttie 
Cooperative's Office. 
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ARTICLE VIII: FINANCIAL OBLIGATION 

Sectton 1 Bonds, Note&Debentures. Cer- 
tificates or Other EEdxEe of Indebtedness 

Tne Cooperat;ve may issue its obligations 
and pledge its future revenues for the pay- 
ment thereof. The ob1 gations may be in the 
form of bonds notes, debentdres, interim 
cen fcates or other evidence of indebled- 
ness. Tne obligations shall be autnorized by 
the Board of Directors by a resolution wnich 
wall f.x the dates of issuance and matur;ty, 
the rate and time of payment of interest, and 
denominations. the form (either coupon or 
reg'stered), the registration pr:vileges. llte 
manner of execution, the place and meoiuln 
of payment and the terms of redemption. 
Any limitation as to interest or term of matur- 
,ty otnewise provided by tne laws of Ken- 
tucky shall not be applicable to obligat;ons 
issued by the Cooperative as prov,ded In 
Kentucky Revised Statutes, Chapter 279. 

Section 2. Seli. Lease. or DiSDOSe of 
&?.p.&- 

. . ,  , 

Exceptas provided in Kentucky Revised 
Statutes 279.090,,279.120 and 2792130 and 
in'section'3 of this Aflic!e, the,Cooperative 
may.not sell, lease or otherwise dispose of 
any'6f its proljerty or disso1v.e the'coopera- 
tive unlessthe Board of Directofs isauthor- 
ized so to do by..a two-thirds (213)vote of the 
.total membership; Due notice.shali be-given 
to ali members of the,proposed,sCile, lease, 

position of such p p e i t y .  The 
irectors, vhhout authorization by 

,the'members, shall have full pow& and au: 
thority to authorize tbe exe 
ery-of a.mortgage or mocg 
deeds of trust upon, or the 
cumberi,ng of any or,all of, the,property, as- 

, sets, rights,.privileges; licences, franchise's, 
and.permits of the Cooperative, whether 
acquired ofto be acquired, and wherever 
situate& as well as the revenues and .income 
therefrom, upon such terms and. 
as -the' Board of Directors shall a 
secure any. obligation of the Cooperative, 
any provisions of the Articiesof Consolida- 
tion or Bylaws of the Coopeiative notwith- 
-standing. 

Section 3. Disnosition of Properties and 
Assets. 
1. Supplenientary to Ihe first sen- 

fence of Section 2 of this Article 
ana any otner applicable pro& 
sions of law or these Bylavrs. no 
sale, lease. lease-sale, exchange, 
transfer or otner disposition of any 
of !ne Cooperat;ve's properties 
and assets shall oe authorized 
except In conformity w.th tne fol. 
lowing. 

2. 

3. 

If the Board of Directors look n:lh 
favor upon any proposal for sucn 
sale, lease, lease-sale excnange, 
transfer or other disposition, it 
shall 1,rst cause three (3) inde- 
pendent, nonafCliated appraisers, 
expert in such matters. to renoer 
tneir individual opinions as to the 
valde of the Cooperative re- 
spect to such a sale, lease. lease- 
sale, exchange, transfer or otner 
disposition and as 10 any other 
terms and conaitons which shoLid 
be considered 

If the Board of Directors, after 
receiving such appraisals (ana 
other terms and condit;ons which 
are submined, if any) detemnes 
that the proposal should be sJb- 
mitted for consideration oy the 
members, it mall lirst give every 
other electric cooperative corpo- 
rately sited and operating in Ken- 
tucky (whch has not maoe such 
an offer for such sale, lease, 
lease-sale, excnange, transfer 01 
other disposition) an opportmty to 
sJbmil competing proposals 
Such opportunity shall be in the 
form of a vrr,tten notlce to such 
electfic cooperative. which notice 
sitall be atlached to a copy of tne 
proposal which the Cooperative 
has already rece ved an0 copies of 
the respective repons of the three 
(3 )  appraisers. Such electr c co- 
operatives shall be given nor less 
tnan thirty (30) days dur ng wliich 
to sLbmit competing proposals, 
and ltie actual m;nintum period 
within which proposals are lo be 
submitted shall be stated in the 
vrrincn notice given to tnem 

If the Board of Directors then oe- 
lermines that favorable considera. 
t,ons should be given to the init a 
or any subsequent proposal wnich 
nas been submined to it. it shall 
adopt a resolution recommending 
the sale and directing the submis- 
sion of tne proposal to a vote of 
the members at a duly held mem- 
ber meeting, and shall call a spe- 
cial meeting of the members for 
consideration thereof and action 
thereon. which meet;ng shall be 
held not sooner than ninety (90) 
days aHer the giving of such notice 
to the members, provided, that 
consideration and action by the 
members may ne given at the next 
annual member meeting ;I the 
Board of Directors so de'ermines 
and if such Annual Meeting is held 
not sooner than ninety (90)days 
aner the giving of sucn notice 

4. Any one percent (1%) or inore of 
Ihe total number of consumers 
shown on the Financ ai and Statis- 
t:cal Repon of RUS Form 7 as of 
December 31 of the calendar year 
preced'ng, by so petitioning the 
Board of Di!ectors not less tnan 
twenty (20) days prior to the dare 
of special or annLal meeting. may 
cause the Cooperative. kith the 
cost to be borne by the Coopcra- 
tive, to mail to all members any 
opposing or allernatw positions 
which they may nave to the pro- 
posals that navt been submitted 
or any recommendations that the 
Board of Directors nas made. 

The provis'ons of this Section shall 
no: apply to a sale, lease, (ease- 
sale, exchange, transfer or other 
disposition to one or more otner 
electric cooperatives or if the sub- 
stantive or actual legal effect 
thereof is to merge or conso~idale 
v.ilh such other one or more elec- 
tric cooperatives. 

DistribLtion of surplus assets on 
aissolutioii Upon tne Coopera- 
tfve's dissolut80ri, any assets re- 
maining aher all liabilities or obli- 
gations of the Cooperative have 
been satsfled and discharged 
shall, to Ihe extent practicable as 
deternined oy the Board of Direc- 
tors, not inconsistently with the 
provisions of the third paragraph of 
An cle VII. Section 2 of these By- 
laws, be o'stributed vrithout priority 
but on a patronage basis among 
all persons who are members of 
the Cooperative. Prov'ded. how- 
ever, that, if in the judgment of the 
Board of Directors the amount of 
such surplus is too small to Idstify 
the expenses of making such dis- 
tribution. the Board of Directors 
may. in Ihe, thereof, donate, or 
provide for the aonation of, such 
sirplus to one or more non-profit 
charitable 0' educationa. organiza- 
tions lhal are exempt from Federal 
income taxatiori 

5. 

6 

Section 4. ProDertv Sales Withouf Member's m ' '  
The Board of Directors'may seWanyof the 
following property without authority from the 
members:, 

1. 
. .  

proper& that is not necessary in 
operating and maintaining'the 
system, blrt,sales of such property 
shall not in any.one year exceed 
ten percent (10%) in value of all 
the prop$rty of the corporation 
other than merchandise and prop- 
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erty.acquired for resale; 

2. services and eiectri; energy; 

3. ' ' property acquired for resale: and 

4. merchandise. 

, ARTiCLEWSEAL 

The Corporate seal of the Cqoperative shall 
have inscribed thereon the name of the Co- 
operative and the words'lcorpgate Seal, :. 
Kentucky". 

ARilCLE X :FINANCIAL TRANSACTIONS 

section I..-. 
Except as otherwise provided in ihese By-.. 

. . laws, theBoard of pirect0r.s may authorize 
any officer or officers, agent or agents to 

: enter.,into any contract or execute and de- 
. . , liver any instrument in the nameand on ~ , , 

behalf of the Cooperative, and such authority 
may be general.or confined to specific in- 
stances. 

Section 2. Checks,'Drafts. E&. 

Ail checks, drafts or other ordersfor the 
paymentof money, and all notes;. bonds or 
.other evidences.of indebtedness issued in 
the name of theCooperative shall be signed 
and/or counteriig,ned by soch officer or offi-, , 

cers. agentoragents, employeeor employ- 
ees, of:the Cooperative and in such manner 
as shali from time to time b& deter 
resolution of the.Board of Directors. 

All fiinds except petty cash of the Cobpera- 
I be deposited from time to time @ 
it of the Cooperative in such bank or. 

banks as the Board'of Directors may select. 

Section 4. Chanse in Rates. 

Written notice shaii be given io the Adminis: 
trator of the Rural Utilities Serjice. Of the . , . ' United.States of America not less than ninety 
(90) days prior to the date upon which any 
propo.sed change in the rates charge.d.by the 
Cooperative for electric energy becomes 
effective. . . . , .  

SeEtion &. Fiscal Year. 

The fiscal year of the Cooperative shall be: 
.gin on thefirstday 6f Januaiy of each year 
and shall end on the thirty-first dayof'De: 
cember of th! same year: 

Section.1.; Waiver oi Notice. 

Anymembei ordirector may waive in'writing 
any.notice of a meeting required to be given 
by these'Bylaws. The attendance of a mem- 
tier or director at such meeting shall consti- 
tute a Waiver of Notice ?f such meeting by 
such member or director, except in case a 

. .  

. .  . .  

... , .  

. ' Sectipi 3. &. 

. . .  

. .  

ARTICLE XI:,MISCELLANE~US 

. .. 

member or oirector shaii attend 6 meeting for 
the expressed purpose of ob.ectlng tu the 
transaction of any bmness oil the oromas 
!hat the meeting has not been iawf2ly called 
or convened. 

Section 2. Policies. . ,  Rules . and Requlations. 

The Board'of.Directors shall have,power to 
makeand adopt such.policies, rules and- 
regulations, not inconsistent with the law, the 
Arficles of Consolidation or these. Bylaws, as 
it 'maydeem advisable 
of the business and afl 
tive. , .  

Section3. Accountina'svstem and R ~ D o ~ ~ s .  

established and maintained a'compiete ac- 
counting system which, among other things, 

' .subject to the iaws of the Commonwealth of. 
Kentucky'and ttieWles.and regulations of 
any iegulatory body thereof, shall conform to 

. ' such system of acCounts as may.from time 
to time be'designated.by the Administratoi of 
the Rural Utilities service of the United 
States of.Amerlca. The Board .of Directors 
shall also after the close of each fiscal year 
cause to be made by a certified public ac- 
countant aft!i(and:co,mpieie.audit of the 
accounts, books and financia1:condition of 
the,Cooperative,as of the end of such fiscal 
year. A report of.such audit.shali be avail- 
able to th&members at the coiporate offices. 

The Board of Directors.shall make diligent 
effort to see that electricselvice is extended 
to all unserved persons within the Coopeia- 
tive service area who (a) desire such service 
and (6) meet all, reasonable requirements 
established by the Cooperative as a condi- 
tion of such service. 

Section 5. ComDutation of Time. 

. .  

. .  . 
' , TheBoard of Directors shall causeio be 

' Section 4. Area Cov?raoe. 

, ,  

uti& any period of time prescribed 
d by these Bylaws, the date of the 

act or.event after which the designated pe- 
riod,of time begins to run is not to be in- 
ciuded. The last day of the 6eriod.so corn 
puted is to belncluded, unless.if is a Satur- 
day, a Sunday or a legal holiday, ihwhich 
event the period runs until the end of the 
next day whlch,is not a' Saturday, a Sunday 
or a legal holiday. ,When'the peiiod of time 
prescribed or allowedis 1ess;than seven (7) 
days,.iote:rmediate Saturdays, Sundays.and 
legal.holidays shall be efciuded in the com- 
putation. . ' . ' 

AMENDMENTS' 

These Byla,ws may be altered, amended or 
.repealedby the affirmative vote of not less 
than two-thirds (2/3) of ail voting directors 
present at any regular or special meeting, 
provided the notise of such meeting shali 
have contained a copy of the proposed ai- 

teration, amendment or repeal; however, 
such notice and copy of proposed alteration, 
amendment or repeal, may be waived as 
provided in Article XI, Section 1, of these 
Bylaws. 

Parliamentary procedure at all meetings of, 
the members, of the Board of Directors, of 
any Committee provided for in these Bylaws 
and of any othec committee of the members 
or directors which ma.y.from.time.to time @e 
duly established shall be governed by 
Robe$'s Rules of Order, except to.the extent 
such procedure is olheMlise'determined. by 
law or by the Coopekative's Articles 07 Con- 
solidation or Bvlaws. 

ART,ICLE XIII: RULES OF ORDER 

Adopted: January.1, 2002 ' . ' 

Last Revision: August 11; 2004. . ~ 

. .  
. ,  

. .  . ,  

. .  
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Operating revenue 

Operating expenses: 
Cost of power 
Distribution-operations 
Distribution-maintenance 
Consumer accounts 
Consumer service 
Sales 
Administrative and general 

Blue Grass Energy Cooperative 
Case No. 2008-0001 1 
Statement of Operations 

December 31, 2007 

Depreciation and amortization 
Taxes-other 
interest on long term debt 
Other interest expense 
Other deductions 

Utility operating margins 

Nonoperating margins, interest 
Nonoperating margins, other 

Patronage capital: 
G & T  
Others 

Net margins 

2007 

$98,994,564 

76,312,698 
2,765,010 
4,366,837 
2,381,969 
1,041,225 

0 
4,183,659 

91,051,398 

5,651,239 
3,386 

4,793,634 
559,841 
316,537 

102,376,035 

(3,381,471) 

79,579 
(1,620,847) 
(1,541,268) 

294,591 
294,591 

($4,628,148) 
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- 2006 

$89,360,905 

66,355,815 
2,370,305 
3,524,604 
2,499,514 

872,844 
0 

3,918,729 
79,541,811 

5,055,679 
2,430 

4,420,976 
153,964 
20,371 

89,195,231 

165,674 

108,493 
425,005 
533,498 

414,328 
41 4,328 

$1,113,500 
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Blue Grass Energy Cooperative 
Case No. 2008-0001 1 

Balance Sheet 
December 31,2007 

ASSETS 

Electric Plant: 
In service 
Under construction 

Less accumulated depreciation 

Investments 

Current Assets: 
Cash and temporary investments 
Accounts receivable, net 
Other receivables 
Material and supplies 
Prepayments 

Other deferred debits 

Total Assets 

MEMBERS' EQUITIES AND LIABILITIES 

Margins and Equities: 
Memberships 
Patronage capital 

Long Term Debt 

Accumulated Operating Provisions 

Current Liabilities: 
Notes payable 
Accounts payable 
Consumer deposits 
Accrued expenses 

Deferred Credits 

Total Members' Equities and Liabilities 

~ 2007 

$1 72,635,904 
7,831,343 

180,467,247 
39,049,560 
141,417,687 

21,431,733 

1,840,369 
3,746,596 
1,047,524 
1,252,330 
496,644 

8,383,463 

286,757 

$1 71,519,640 

$1,018,855 
40,249 ,I 33 
41,267,988 

100,150,077 

5,440,539 

13,200,000 
8,255,474 
1,413,702 
1,117,213 
23,986,389 
674,647 

$1 71,519,640 
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___. 2006 

$167,091,691 
5,140,369 

172,232,060 
36,886,666 
135,345,394 

21,340,046 

2,016,963 
5,494,570 
1,915,747 
1,257,476 
603,560 

11,288,316 

514,028 

$168,487,784 

$1,003,258 
44,931,642 
45,934,900 

98,606,412 

5,293,744 

6,675,000 
8,372,092 
1,263,376 
1,629,422 
17,939,890 
712,838 

$1 68,487,784 
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Blue Grass Energy Cooperative 
Case No. 2008-00011 
Statement of Cash Flows 

December 31,2007 

Cash Flows from Operating Activities: 
Net margins 
Adjustments to reconcile to net cash provided 

by operating activities: 
Depreciation 

Charged to expense 
Charged to clearing accounts 

Patronage capital credits 
Accumulated postretirement benefits 
Net change in current assets and liabilities: 
Receivables 
Material and supplies 
Prepayments and deferred debits 
Accounts payables 
Consumer deposits and advances 
Accrued expenses 

Cash Flows from Investing Activities: 
Plant additions 
Salvage recovered from plant retired 
Additional investments, net of receipts 

Cash Flows from Financing Activities: 
Net increase in memberships and other equties 
Retirement of patronage capital 
Additional long-term borrowings 
Payments on long-term debt 
Short term borrowings 

Net increase in cash 

Cash balances - beginning 

Cash balances - ending 

___ 2007 

($550,762) 

6,860,467 
112,679 

(380,653) 
216,066 

(1,270,760) 
(396,839) 
(12,760) 
551,486 
(231854) 

(428,556) 
4,676,514 

(1 2,810,007) 
155,077 
588,022 

(12,066,908) 

835,080 
(409,305) 

10,000,000 
(3,712,293) 

350,000 
7,063,482 

(326,912) 

2,016,963 

$1,690,051 
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- 2006 

$1,113,500 

5,055,679 
434.621 

(4141328) 
88,987 

1,522,743 
(129,175) 

72,598 
(1,268,287) 

146,720 
158,010 

6,781,068 

(20,048,542) 
920,020 
563,877 

(18,564,645) 

22,360 
(55,266) 

8,087,000 
(2,679,366) 
6,675,000 

12,049,728 

266,151 

1,750,812 

$2,016,963 
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