B EASTKENTUCKY POWER COOPERATIVE

May 15, 2008

Ms. Stephanie L. Stumbo
Executive Director

Public Service Commission
Post Office Box 615

211 Sower Boulevard
Frankfort, KY 40602

Re: Case No. 2008-00115

Dear Ms. Stumbo;

RECEIVED

MAY 15 7008

PUBLIC SERVICE
COMMISSION

HAND DELIVERED

Please find enclosed for filing with the Commission in the above-referenced case an
original and six copies of the responses of East Kentucky Power Cooperative, Inc., to the
Comnussion Staff first data requests dated May 1, 2008, and the Kentucky Industrial
Utility Customers, Inc. first data requests dated Apnil 29, 2008.

Very truly yours,

e LK

Charles A. Lile
Corporate Counsel

Ernclosures

Cc: Michael L. Kurtz, Esq.
Kurt J. Boehm, Esq.

4775 lexington Road 40391 Tel. (859} 744-4812
PO. Box 707 Winchester, Fax: (859) 744-6008
Kentucky 40392-0707 http:/Iwww ekpe.coop
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matier of:

THE APPLICATION OF EAST KENTUCKY )
POWER COOPERATIVE, INC., FOR ) CASE NO., 2008-00115
APPROVAL OF AN AMENDMENT TO ITS )
ENVIRONMENTAL COMPLIANCE PLAN )

)

AND ENVIRONMENTAL SURCHARGE

RESPONSES TO FIRST SET OF DATA REQUESTS OF
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.
TO EAST KENTUCKY POWER COOPERATIVE, INC.
DATED APRIL 29, 2008






KIUC Request 1
Page 1 of 2

EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 1

RESPONSIBLE PERSON: Ann F. Wood/James C. Lamb, Jr.
COMPANY: East Kentucky Power Cooperative, Inc.
Request 1. Refer to Exhibit WAB-3 page 1 of 2. Please describe the second

numeric column on this exhibit entitled “Amount at end of Test Year (Millions $)” and

identify the source of the amounts in that column.

Response 1. The second numeric column on Exhibit WARB-3 Page 1 of 2
entitled “Amount at end of Test Year (Millions $)” represents the CWIP project balances
net of AFUDC, rounded to the nearest $100K, as of September 30, 2006. The detailed

amounts are reflected on page 2 of 2 of this response.



KIUC Request 1
Page 2 of 2

AFUBC charged to
CWIP Project Balance project for the test year
Acct Project Description net of AFUDC, @ $/30/06 ended 9/30/06

10720 Spurlock Scrubber 1 § 1,372,495 § 10,721

10720 Sparlock 4 & 179,771,312 % 6,183,347
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 2

RESPONSIBLE PERSON: James C. Lamb, Jr.

COMPANY: East Kentucky Power Cooperative, Inc.
Request 2. Refer to the response to the preceding question. If the amounts in

the referenced column represent amounts at the end of the test year in Case No. 2006-

00472, then please explain why these amounts are not included in the computation of the

BESF factor detailed on Exhibit WAB-2.

Response 2. Although the amounts in the referenced column represent amounts
at the end of the test year in Case No. 2006-00472, these amounts were not considered for
calculation of the BESF factor detailed on Exhibit WAB-2. Case No. 2006-00472 was a
TIER-based rate case, meaning return on CWIP was not explicitly considered in the
Application or in the final Order. EKP(C’s base rate case was based on an income

statement approach, versus a balance sheet (return) approach.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 3

RESPONSIBLE PERSON: James C. Lamb, Jr.

COMPANY: East Kentucky Power Cooperative, Inc.
Request 3. Refer to Exhibit WAB-3 page 1 of 2. Please provide the

computation and all other support for the 15% pollution control portion of the Spurlock 4

pollution control facilities.

Response 3. Shown below is the computation for the 15% pollution control
portion of the Spurlock 4 facilities.

(dollars in thousands)
Total capital cost for pollution control equipment

{(from Exhibit CAJ-1 of Johnson testimony) $84,747 (a)

Forecasted cost of Spurlock 4
(from Exhibit WAB-3, page 1 of 2 of Bosta testimony) $570,000 (b)

(a) divided by (b) 14.87% (rounded to 15%)
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 4

RESPONSIBLE PERSON: James C. Lamb, Jr.

COMPANY: East Kentucky Power Cooperative, Inc.
Reguest 4, Refer to Exhibit WAB-3 page 2 of 2. Please explain why the

Company used the amount of $474.3 million for the capital costs to determine the
“Annual Revenue Requirement—New ES Projects” given that this amount includes

AFUDC, which the Company states that it does not intend to include in the surcharge.

Response 4. Exhibit WAB-3 Page 2 of 2 was included simply to provide a

broad estimate of annual cost recovery associated with the new projects.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 5

RESPONSIBLE PERSON: James C. Lamb, Jr.

COMPANY: East Kentucky Power Cooperative, Inc.
Reguest 5. Refer to Exhibit WAB-3 page 2 of 2. Please provide the

computation of the 14.3% fixed charge rate.

Response 5. The computation of and support for the 14.3% fixed charge rate are

provided on pages 2 through 5.



KIUC Request 5

Page 2 of 5
EAST KENTUCKY POWER COOPERATIVE
COMPUTATION OF FIXED CHARGE RATE
1. Derivation of Fixed Charge Rate
FCR Source
Interest 5.29 Average interest cost of existing projects, plus Spurlock #4

pollution control and scrubbers. See Pages 2 and 3.

TIER (Based on 1.35) 1.85 Based on TIER level for Case 2006-00472.
Depreciation 2.96 See Paged.
Taxes & Insurance 0.43 See Paged.
Sub-Total 10.53
FixedO &M 1.39 Sec Page 4.
Sub-Total E
Variable O & M 2.38 Sec Page 4.

|

Total 14.30

|
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KIUC Request 6
Page 1 of 2

EAST KENTUCKY POWER COOPERATIVE, INC,
PSC CASE NO., 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 6

RESPONSIBLE PERSON: Ann F. Wood/James C. Lamb, Jr.

COMPANY: East Kentucky Power Cooperative, Inc.
Request 6. Please provide the September 30, 2006 and March 30, 2007 CWIP

balances for each of the Company’s environmental compliance projects 3- 10. Reconcile
the Spurlock 1 and 4 environmental CWIP amounts to the CWIP amounts shown in the

second numeric column on Exhibit WAB-3 page 1 of 2

Response 6. The September 30, 2006 and March 31, 2007 CWIP balances for
the Spuriock Scrubber 1, Spurlock Scrubber 2, and Spurlock 4 are included on page 2 of
this response. The remaining projects in this Application have no CWIP balances as of
the referenced dates. The second numeric column on Exhibit WAR-3 page 1 of 2
represents the CWIP project balances net of AFUDC, rounded to the nearest $100K, as of
September 30, 2006 for Spurlock Scrubber 1 and Spurlock Unit 4.



Acct Project Descr
10720 Spurlock Scrubber 1

10720 Spurlock Scrubber 2

10720 Spurlock Unit 4

Acct  Project Descr
10720 Spurlock Scrubber 1

10720 Spuriock Scrubber 2

10720 Spurlock Unit 4

Gross CWIP Balance
@ 9/30/06

1,392,216
21,003,802

185,954,659

Gross CWIP Balance
@ 3/31fo7

9,692,817
56,640,723

260,340,062

AFUDC as of
9/30/06

19,721

436,263

6,183,347

AFUDC as of
3/31/07

183,790

1,389,459

12,068,049

KIUC Request 6
Page 2 of 2

Net CWIF Balance
@ 9/30/06

1,372,495
20,567,539

179,771,312

Net CWIP Balance
@ 3131107

9,408,027
56,251,264

248,272,913
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115
RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/2%/08

REQUEST 7

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.

Request 7. Please confirm that the Company will discontinue AFUDC on all
CWIP amounts included in rate base in the environmental surcharge. If this will not be
the case, please explain why the Company should earn a current return through the
surcharge and defer another return on the same CWIP balance and add it to the CWIP

cost for accounting purposes.

Response 7. EKPC is neither including CWIP, nor AFUDC, in the cost of
projects currently being recovered under the surcharge. This filing is requesting future

recovery of a return on CWIP net of AFUDC.,






KIUC Request 8
Page 1 of 2

EAST KENTUCKY POWER COOPERATIVE, INC,
PSC CASE NO. 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/068

REQUEST 8

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.

Request 8. Refer to Exhibit AFW-2 page 1 of 2. Please provide all support for

the operation and maintenance expense associated with the old Spurlock 2 scrubber.

Response 8. Support for the operation and maintenance expense associated with
the old Spurlock 2 scrubber is included on page 2 of this response. This detail reflects the

activity for the test year ended September 30, 2006,
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KIUC Request 9
Pagelofl

EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115

RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 9

RESPONSIBLE PERSON: Craig A. Johnson

COMPANY: East Kentucky Power Cooperative, Inc.
Reguest 9. Please provide a copy of all economic studies, e-mails, or other

documents that address in any respect savings, particularly in operation and maintenance

expenses, resulting from replacing the Spurlock 2 scrubber.

Response 9. Please see attached information.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115
RESPONSES TO KIUC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 10

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.

Request 10. Please explain how the Company tracks the operation and
maintenance expense associated with the Spurlock 2 scrubber in its accounting system.
Provide a copy of documentation that supports your response, such as relevant pages

from an accounting procedures manual.

Response 10. EKPC tracks the operation and maintenance expense associated
with the Spurlock 2 scrubber in its accounting system by a subaccount in the general
ledger. Page 2 of this response is taken from the Uniform System of Accounts issued by
the Rural Utilities Service, and defines account 512. EKPC uses subaccount 43 (meaning

51243) to distinguish scrubber accounts. Please see the detail on Response 8 page 2 of 2.
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field supervision of specific jobs shall be charged to the appropriate maintenance
account. (See § 1767.17 (a).)

511 Maintenance of Structures.

This account shall include the cost of labor, employee pensions and benefits, social
security and other payroll taxes, injuries and damages, and materials used and expenses
incurred in the maintenance of steam structures, the book cost of which is includible in
Account 311, Structures and Improvements. (See

§ 1767.17 (b).)

512 Maintenance of Boiler Plant.

A.  This account shall include the cost of labor, employee pensions and
benefits, social security and other payroll taxes, injuries and damages, and materiais used
and expenses incurred in the maintenance of steam plant, the book cost of which is
includible in Account 312, Boiler Plant Equipment. (See § 1767.17 (b}.)

B.  For the purpose of making charges hereto and to Account 513,
Maintenance of Electric Plant, the point at which steam plant is distinguished from
electric plant is defined as follows:

1. Inlet flange of throttle valve on prime mover.

2. Flange of all steam extraction lines on prime mover.

3. Hotwell pump outlet on condensate lines.

4. Inlet flange of all turbine-room auxiliaries.

5. Connection to line side of motor starter for all boiler-plant
equipment.
513 Maintenance of Electric Plant.

Tlus account shall include the cost of labor, employee pensions and benefits, social
security and other payroll taxes, injuries and damages, and materials used and expenses
incurred in the maintenance of electric plant, the book of which is includible in Account
313, Engines and Engine-Driven Generators; Account 314, Turbogenerator Units; and
Account 315, Accessory Electric Equipment. (See § 1767.17 (b) and Paragraph B of
Account 512.)

514 Maintenance of Miscellaneous Steam Plant.

This account shall include the cost of labor, employee pensions and benefits, social
security and other payroll taxes, injuries and damages, and materials used and expenses
incurred in maintenance of miscellaneous steam generation plant, the book cost of which
is includible in Account 316, Miscellaneous Power Plant Equipment. (See § 1767.17

(b))
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00115

RESPONSES TO KIUGC FIRST SET OF DATA REQUESTS

KIUC’S FIRST SET OF DATA REQUESTS DATED 04/29/08

REQUEST 11

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.
Request 11. Please provide a copy of all monthly financial reports filed with

the Commission for January 2007 through the most recent month available, including, but
not limited to, the additional financial information required by the interim and final

orders inn Case No. 2006-00472.

Response 11. Copies of monthly financial reports (January 2007 through March
2008, the most recent month available) filed with the Commission as required by the
interim and final orders in Case No. 2006-00472 are included on pages 2 through 16.
Copies of the Variable Rates on EKPC Debt reports (January 2007 through March 2008,
the most recent month available) filed with the Commission monthly are included on
pages 17 through 31 Additionally, EKPC submits the RUS Form 12 to the PSC
monthly. These reports (January 2007 through March 2008, the most recent month

available) are included on the enclosed CD.
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
1s providing the current interest rates on its outstanding
variable rate loans as of March 31, 2008:
Smith Pollution Control Bonds 3.50%
Spurlock Pollution Control Bonds  2.18%

Cooper Solid Waste Disposal Bonds  1.85%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of February 29, 2008:
Smith Pollution Control Bonds 3.50%
Spurlock Pollution Control Bonds  3.31%

Cooper Solid Waste Disposal Bonds  1.85%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of January, 2008:
Smith Pollution Control Bonds 3.50%
Spurlock Pollution Control Bonds ~ 2.10%

Cooper Solid Waste Disposal Bonds  3.75%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc,
is providing the current interest rates on its outstanding
variable rate loans as of December, 2007:
Smith Pollution Contro! Bonds 3.50%
Spurlock Pollution Control Bonds ~ 3.49%

Cooper Solid Waste Disposal Bonds  3.75%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of November, 2007:
Smith Pollution Control Bonds 3.50%
Spurlock Pollution Control Bonds  3.67%

Cooper Solid Waste Disposal Bonds  3.75%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of October, 2007:
Smith Pollution Control Bonds 3.50%
Spurlock Pollution Control Bonds ~ 3.29%

Cooper Solid Waste Disposal Bonds  3.75%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of September, 2007:
Smith Pollation Control Bonds 3.70%
Spurlock Pollution Control Bonds  3.91%

Cooper Solid Waste Disposal Bonds  3.75%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of August, 2007:
Smith Pollution Control Bonds 3.70%
Spurlock Poliution Control Bonds  4.08%

Cooper Solid Waste Disposal Bonds  3.75%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of July, 2007:
Smith Poliution Control Bonds 3.70%
Spurlock Pollution Control Bonds  3.71%

Cooper Solid Waste Disposal Bonds  3.73%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of June, 2007:
Smith Pollution Control Bonds 3.70%

Sputlock Pollution Control Bonds ~ 3.81%

Cooper Solid Waste Disposal Bonds  3.73%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of May, 2007:
Smith Pollution Control Bonds 3.70%
Spurlock Pollution Control Bonds  3.88%

Cooper Solid Waste Disposal Bonds  3.73%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of April, 2007:
Smith Pollution Control Bonds 3. 10%

Spurlock Pollution Control Bonds  4.04%

Cooper Solid Waste Disposal Bonds  3.73%
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Variable Rates on EKXPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of March, 2007:
Smith Pollution Control Bonds 3.55%
Spurlock Pollution Control Bonds  3.74%

Cooper Solid Waste Disposal Bonds  3.73%
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Variable Rates on EKPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of February, 2007:
Smith Pollution Control Bonds 3.55%
Spurlock Pollution Control Bonds  3.61%

Cooper Solid Waste Disposal Bonds  3.73%
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Variable Rates on EICPC Debt
As requested by the KPSC in Case Number 95-135, dated
May 26, 1995, East Kentucky Power Cooperative, Inc.
is providing the current interest rates on its outstanding
variable rate loans as of January 31, 2007:
Smith Pollution Control Bonds 3.55%

Spurlock Pollution Control Bonds  3.59%

Cooper Solid Waste Disposal Bonds  3.68%



