
AST KENTUCKY POWER COOPERATIVE 

June 12, 2008 

Ms Stephanie L Stumbo 
Executive Diiector 
Public Seivice Commission 
Post Office Box 615 
21 1 Sowei Boillevaid 
Fiankfoi t, ICY 40602 

Re: Case No 2008-00115 

HN\ID DELIVERED 

JUN 1 2  2008 
PUBLIC SERVICE 

COMMISSION 

Deai Ms SLunibo: 

Please find eiiclosed for filing with tlie Coiiiiiiissioii in the above-referenced case an 
original and six copies of the responses of East ICentiicky Power Cooperative, h c . ,  to tlie 
Coiiimission Staff and the Kentucky Industrial Utility Customers, Iiic , second data 
requests, dated May 29, 2008 

Very truly yours, 

Charles A L.ile 
Corpoiate Couiisel 

Enclosui es 

Cc: Micliacl L Kiiitz, Esq 
ICuit J Boehin, Esq 
Lane ICollen 

4775 Lexington Road 40391 Tel (859) 744-4812 

Kentucky 40392-0707 http://www ekpc coop 
EO Box 707. Winchester, FQX: (859) 744-6008 

http://www


COMMONWEALTH O F  KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION O F  EAST KENTUCKY 

APPROVAL O F  AN AMENDMENT TO ITS 

) 

) 
POWER COOPERATIVE, INC., FOR ) CASE NO. 2008-00115 

ENVIRONMENTAL COMPLIANCE PLAN ) 
AND ENVIRONMENTAL SURCHARGE ) 

RESPONSES TO SECOND SET O F  DATA REQUESTS O F  
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

TO EAST KENTUCKY POWER COOPERATIVE, INC. 
DATED MAY 29,2008 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 1 

RESPONSIBLE PERSON: 

COMPANY: 

Ann F. Wood/James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 1.  

Coop, monthly, for 2007: 

Please provide the following information for each EKPC member 

a. MWh purchased from EIQC at wholesale 

b. monthly Coop peak MW deniands coincident with the EIQC 

nionthly system peak, associated with purchases from EIQC 

c. monthly energy related revenues associated with Coop 

purchases from EIQC 

d. monthly capacity or demand related revenues associated with 

Coop purchases from EIQC. 

e. total nionthly revenues associated with Coop purchases from 

EIQC, as used in the current development of the allocation of the environmental 

surcharge. 

Response 1. 

response. 

The iequested infomiation is included on the Attachment to this 
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MWh Rev MW MWh MW Rev 
(1.b) ( 1 .a) (1.d) (1.c) 

Big Sandy RECC 68 29,551 $355,994 $901,659 

Clark Energy Coop 117 47,320 $609,908 $1,443,664 
Cumberland Valley Electric 132 55,417 $687,625 $1,690,890 
Farmers RECC 117 52,800 $611,955 $1,595,303 
Fleming-Mason RECC 232 1 12,449 $1,058,076 $3,29 1,9 19 
Grayson RECC 66 28,614 $345,268 $869,712 
Inter-County ECC 133 5 1,499 $696,310 $1,557.762 
Jackson Energy 266 105,770 $1,393,643 $3,206,227 
Licking Valley RECC 66 29,674 $346,320 $905,879 
Noiin RECC 184 79,492 $968,188 $2,347,065 
Owen EC 381 204.038 $1,812,536 $5,702,628 
Salt River RECC 221 100,797 $1,157,762 $3,050284 
Shelby Energy RECC 90 44,667 $478,367 $1,322,654 
South Kentucky RECC 335 127,884 $1,759,377 $3,860,198 
- Taylor County RECc 136 58,129 $662,386 $1,984,609 
Totals 2,847 1,255,818 $14,530,914 $37,572,372 

Green Power $9,243 

Total $37,581,615 

Blue Grass Energy 302 127,717 $1,587,199 $3,841,919 

53,737 
110,221 
32,038 
55,573 

110,962 
32,156 
83,127 

200,153 
106.458 
47,299 

134,232 
57.982 

1,303,678 

- 
MW 
(I.b) 

69 
312 
121 
122 
119 
240 
73 

141 
255 
72 

192 
41 1 
238 
100 
328 
136 

2,928 

, .  
$620,772 $1,621,351 

$1,100,841 $3,242,366 
$383,337 $971,352 
$738.625 $1 ,679,038 

$1,332,587 $3,381,064 
$373,872 $978,937 

$1,005,108 $2,457,920 
$2,019,324 $6,104,314 
$1,247,145 $3.21 8,399 

$530,787 $1,403,923 
$1,722,872 $4,044,799 

$658,263 $2,096,898 
$14,998,480 $39,643,526 

MWh Rev MWh 1 MWRev. 1 

$4,161,997 
52,847 $631,098 $1,607,698 
56.765 $636.699 51.728.899 

Big Sandy RECC 
Blue Grass Energy 
Clark Energy Coop 
Cumbarland Valley Electric 
Farmers RECC 
Fleming-Mason RECC 
Grayson RECC 
Inter-County ECC 
Jackson Energy 
Licking Valley RECC 
Nolin RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

Green Power 

Total $39,652,967 

$9,4411 



Big Sandy RECC 
Blue Grass Energy 

Cumberland Valley Electric 
Farmers RECC 
Fleming-Mason RECC 
Grayson RECC 
Inter-County ECC 
Jackson Energy 
Licking Valley RECC 
N o h  RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

Clark Energy Coop 

I ~ (1;:; I (!.a) I ( 1 4  i (1.c) 1 
Clark Energy Coop 33,897 $440,943 $1,090,153 

Big Sandy RECC 19,857 $256,677 $638.048 
Blue Grass Energy 93,296 $1,161,032 $2,913,908 

Cumberland Valley Electric 92 39,583 $478,100 $1,272,232 

MW MWh MW Rev MWh Rev 
(1.b) ( 1 .a) (1 4 (1 .c) 

54 22,208 $280,914 $676,985 
234 101,257 $1,228,324 $3,030,370 

107 42,501 $558,352 $1,296,5 15 
89 40,328 $468,524 $1.2 14,392 

210 107,542 $949,418 $3,240,906 
52 22,873 $269,748 $693,011 
91 37,365 $476,351 $1,126.968 

206 78,652 $1,066,139 $2,379,966 
55 22,522 $287,310 $687,254 

141 64,294 $739,176 $1,880,0 14 
349 183,990 $1,588,090 $4,866,017 
176 80,753 $919,860 $2,438,838 
78 38,012 $413,452 $1,114.986 

253 93,960 $1,334,317 $2,826,681 
107 44,016 $510,898 $1,567,646 

2,292 1,017,068 $11,559,144 $30,162,658 

90 36,795 $468,271 $1,122,109 

Farmers RECC 
Fleming-Mason RECC 
Grayson RECC 
Inter-County ECC 
Jackson Energy 
Licking Valley RECC 
N o h  RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

81 38.253 $432,311 $1,204,995 
200 95,193 $973.389 $2,952,694 

51 20,177 $270,808 $643,792 
97 34,509 $515,903 $1,090,408 

193 73,189 $1,018,540 $2,324,448 
54 20,633 $283,456 $663,582 

134 60,317 $722,016 $1,832,812 
327 163,026 $1,559,383 $4,498.167 
164 74,86 1 $871,867 $2,372,308 
73 35,799 $401.449 $1,084,134 

230 89,532 $1,222,035 $2,820,305 
96 42,849 $456,464 $1,622,389 

2,143 934,971 $11,064,373 $29,024,375 



Big Sandy RECC 
Blue Grass Energy 
Clark Energy Coop 

Fleming-Mason RECC 

Jackson Energy 

Cumberland Valley Electric 
Farmers RECC 

Grayson RECC 
Inter-County ECC 

Licking Valley RECC 
Nolin RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

MW MWh MW Rev MWh Rev 
(1.b) (1.a) (1.d) ( 1 .c) 

43 18.638 $225,040 $619,857 
210 93.91 1 $1,162,439 $3,007,491 
74 32,541 $386,396 $1,081,979 
83 37,398 $435,293 $1,242,427 
77 39,416 $41 3,417 $1,274,476 

194 96.833 $943,637 $3.099.597 
44 19,258 $234,694 $633.681 
76 31,758 $405,439 $1,030,929 

150 67,531 $795,391 $2,189,821 
44 19,280 $229,278 $640,909 

126 61,447 $681,215 $1,912,762 
360 166,138 $1,823,251 $4,584,687 
183 79,967 $970,591 $2,612,605 
74 36,178 $407,462 $1,1 13,374 

189 85,289 $1,014,524 $2,763,618 
69 43,102 $418,306 $1,694,260 

2,016 926.685 $10,546,393 $29,502,473 

/June 2007 
MW MWh MW Rev. MWh Rev 
(1.b) (1 .a) ( 1 4  (1.c) 

Big Sandy RECC 49 20,416 $253,597 $683,386 
Blue Grass Energy 204 103,719 $1,109,403 $3,345,723 
Clark Energy Coop 78 36,062 $407,210 $.1,204,640 
Cumberland Valley Electric 81 40,164 $424,152 $1,340,978 
Farmers RECC 91 44,923 $482,619 51,462,368 
Fleming-Mason RECC 198 99,842 $954,494 $3,261,980 
Grayson RECC 46 20,731 $241,475 $687,034 
Inter-County ECC 81 36,085 $436,042 $1,18 1,839 
Jackson Energy 158 73,659 $836,679 $2,407,039 
Licking Valley RECC 49 20,879 $254,277 $698,712 
Nolin RECC 136 66,533 $735,659 $2,098,356 
Owen EC 383 182,594 $1,956,797 $5,196.998 
Salt River RECC 165 9 1.677 $979,920 $3,010,527 
Shelby Energy RECC 79 39,415 $440,567 $1,223,138 
South Kentucky RECC 208 93,924 $1.1 11,356 $3,06.1,216 
Taylor County RECc 99 45.237 $474,756 51,703,247 
Totals 2,124 1,015,860 $11,099,003 $32,567.181 

Green Power $9,265 

Total $32,576,446 



MW MWh MW Rev MWh Rev 
( 1 .b) ( 1 .a) (1.d) (1.c) 

Big Sandy RECC 48 21,893 $253,112 $732,742 
Blue Grass Energy 233 108,931 $1,252,193 $3,522,364 
Clark Energy Coup 83 38,662 $435,459 $1,292,460 
Cumberland Valley Electric 87 42,511 $451,917 $1,420,083 
Farmers RECC 94 47,146 $500,913 $1,538,283 
Fleming-Mason RECC 201 101,026 $973,876 $3,310,641 
Grayson RECC 50 22,016 $261,881 $730,434 
Inter-County ECC 87 38,706 $461,758 $1,269,471 
Jackson Energy 167 77,878 $881,523 $2.573.724 
Licking Valley RECC 50 22,585 $261,142 $756.122 
Nolin RECC 140 69,988 $753,652 $2,2 16,344 
Owen EC 393 184,048 $2,020,981 $5,114,847 
Salt River RECC 203 96,502 $1,074,370 $3,176,585 
Shelby Energy RECC 81 40,674 $449,173 $1,266,258 
South Kentucky RECC 21 1 101,889 $1,127,437 $3,327,487 
Taylor County RECc 102 48,592 $485,805 $1,795,159 
Totals 2,229 1,063,047 $11,645,192 $34,043,004 

Green Power $9,191 

Total $34,052,195 

(August 2007 
MW MWh MW Rev MWh Rev 
(1.b) ( 1 4  ( 1 .d) (1 .c) 

Big Sandy RECC 55 25,162 $287,831 $997,450 
Blue Grass Energy 259 129,549 $1,395,544 $4,994,288 
Clark Energy Coop 95 45.517 $494,092 $1,801,483 
Cumberland Valley Electric 105 51,176 $545,802 $2,025,936 
Farmers RECC 105 56,564 $558,238 $2,195, I39 
Fleming-Mason RECC 202 102,424 $986,163 $3,784,317 
Grayson RECC 56 25.864 $292,554 $1 ,O 17,549 
Inter-County ECC 97 45,827 $514,842 $1,793,273 
Jackson Energy 189 93,583 $997,642 $3,672,550 
Licking Valley RECC 57 26,204 $297,019 $1,038,914 
N o h  RECC 161 82.04 1 $865,247 $3,110,885 
Owen EC 417 215.880 $2,183,361 $7,960,457 
Salt River RECC 233 114,881 $1,232,961 $4,490,295 
Shelby Energy RECC 90 47,614 $496,404 $1,782,356 
South Kentucky RECC 239 120.166 $1,271,834 $4,671,594 
Taylor County RECc 113 55,672 $542,078 $2,423,729 
Totals 2,471 1,238,124 $12,961,612 $47,760,215 

Green Power $9,28 1 

Total $47,769,496 



Big Sandy RECC 
Blue Grass Energy 
Clark Energy Coop 
Cumberland Valley Electric 
Farmers RECC 
Fleming-Mason RECC 
Grayson RECC 
Inter-County ECC 
Jackson Energy 
Licking Valley RECC 
Nolin RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

MW MWh MW Rev MWh Rev 
( 1 .b) (1.a) ( 1 .d) ( 1 4  

45 19,157 $232,331 $757,133 
234 100.380 $1,266,904 $3,847,077 
83 33.466 $432,086 $1,322,7 12 
90 38,743 5470,320 $1.529,7 19 
90 42,591 $4 8 0.2 9 8 $1,642,753 

192 92.971 $932,791 $3,351,905 
47 19,802 $249,405 $774,905 
85 33,786 $450,305 $1,3 13,006 

166 71,271 $879,494 $2,774,425 
48 19,862 5251,286 $784,853 

142 64,394 $767,078 $2,415,660 
398 185,653 $2,061,087 $6,2 13,615 
205 85,929 $1,088,521 $3,344,575 

83 38,429 $460,735 $1,425,058 
212 90,192 51,131,192 $3,489,639 
98 41,258 $476,416 $1,698,371 

2,218 977,884 $1 1,630,249 $36,685,406 

Green Power $9,326 

Total $36,694,732 

Big Sandy RECC 
Blue Grass Energy 
Clark Energy Coop 
Cumberland Valley Electric 
Farmers RECC 
Fleming-Mason RECC 
Grayson RECC 
Inter-County ECC 
Jackson Energy 
Licking Valley RECC 
Nolin RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

MW MWh MW Rev MWh Rev 
(1.b) (r.a) ($4 ( 1 4  

37 18,174 5195,562 $696,495 
21 1 90,404 $1,141,774 $3,371,048 
71 30,338 $369,794 $1,164,452 
77 37,300 $400,457 $1,431,032 
82 38,479 $435,818 $1,447,039 

183 94,431 $885,132 $3,362,748 
42 19,214 5220,280 $728,421 
73 3 1,006 $391,062 $1,169:174 

144 66,363 $761,241 $2,5 13,844 
40 19,019 $207,714 $729,327 

128 59,742 $691,834 $2,177,906 
368 1 74,333 $1,915,639 $5,799,891 
186 75,457 $986,560 $2.85 1,053 
74 35,697 $420,098 $1,293,190 

183 82,735 5981,183 $3,110,173 
88 37,749 $420,932 $1,540,718 

1,986 910,441 $10,425,080 $33,386311 



KIUC Request 1 
Attaclirnent 
Page 6 of 8 

Big Sandy RECC 
Blue Grass Energy 
Clark Energy Coop 
Cumberland Valley Electric 
Farmers RECC 
Fleming-Mason RECC 
Grayson RECC 
Inter-County ECC 
Jackson Energy 
Licking Valley RECC 
N o h  RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

- 
MW 
(I.b) 

58 
235 
88 

104 
88 

207 
55 
93 

201 
57 

141 
348 
177 
78 

242 
104 

2,276 
- 
- 

MW MWh MW Rev MWh Rev 
(1.b) (1.a) ( 1 .d) ( 1 .c) 

62 1 27.7471 $323.3321 $1,062,813 

108 I 50,8471 $519.7421 $2,065,354 
2,402 I 1,192,379 I $12,467,4431 $44,402,925 

MWh MW Rev MWh Rev 
(1.a) ( 1 4  ( 1 .c) 

23,310 $300,222 $893,020 
100,678 $1,263,608 $3,776,368 
37,226 $458,545 $1,427,34 1 
45,216 $544,802 $1,732,342 
43.080 $471,903 $1,623,775 
97,908 $998,034 $3,685,449 
23,258 $289,818 $883,291 
37,649 $491,780 $1,426,997 
82,618 $1,062,202 $3,146,383 
23,845 $297,446 $914,183 
63,851 $757,802 $2,347.812 

174,563 $1,720,166 $5,825.962 
80,612 $935,195 $3,061,640 
37,592 $432,961 $1,374,842 
98.425 $1.287.021 $3.714.941 . .  , ,  

43:4341 $495,0271 $1,76 1,852 
1,013,665 I $11,806,5321 $37,596,398 

$9,4351 

251 
95 

113 
86 

213 
61 
98 

219 
62 

145 
367 
187 
82 

253 

122;592 
45,293 
50,100 
48,086 

120,143 
28,371 
46,697 
97,880 
28,369 
74,813 

196,232 
97,366 
43,353 

114.490 

$1,344;914 
$493,918 
$588,498 
$458,503 

$1,040,792 
$322,151 
$521,070 

$1 ,I 57,074 
$323,344 
$781,516 

$1,603,890 
$985,776 
$453,898 

$1.349.025 

. .  
$4,6 16,550 

$1,919,076 
$1,820,977 
$4.54 1,598 
$1,080,170 
$1,772,428 
$3,723,648 
$1,087,322 
$2,774,164 
$6,572,762 
$3,697,864 
$1,600,169 
$4.332.462 

$1,735,548 



'007 Totals 
MWh 
( 1 4  
27731 1 

1,310,866 
469,964 
536.874 
545.403 

1,230,983 
282,214 
480,460 
999,556 
285,028 
830.039 

2,230,648 
1,085,460 

484,729 
1.232,7 18 

568,867 
12,851,620 

Big Sandy RECC 
Blue Grass Energy 
Clark Energy Coop 
Cumberland Valley Electric 
Farmers RECC 
Fleming-Mason RECC 
Grayson RECC 
Inter-County ECC 
Jackson Energy 
Licking Valley RECC 
Notin RECC 
Owen EC 
Salt River RECC 
Shelby Energy RECC 
South Kentucky RECC 
Taylor County RECc 
Totals 

Green Power 

MW Rev MWh Rev 

$3,323,332 59,624.1 59 
$15,551,764 544,429,103 
$5,627,720 5 16,294,239 
$6,222,017 5 18,630,129 
$5,935,271 $18,640,851 

$1 1,796,643 541,126.120 
$3,381,419 59.71 3,352 
$6,099,487 5 16.41 1,293 

$12,182,155 534,273,139 

89,468,491 527,57 1.700 
$22,464,505 $68,440,345 
$12,450,528 537,325,193 

$5,385,373 516,004,082 
$1 5,312,173 542,023,113 

$6,121,073 521,954,232 
$144,734,415 $432,347,044 

(1 .d) ( 1 4  

$3,412,464 59,885,994 

2,902 
1,077 
1,192 
1,119 
2,473 

1,152 
2,314 

654 
1,769 
4,502 
2,359 

982 
2,882 
1,276 b 

Total $432,458.438 
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. (1) (2) (3) (4) (5) (6)  (7) (8) (9) 
Tolai Tolal 

Base Fuel Environrnenlal Excluding Excluding 
Rate Clause Surcharge Enviionmm$l Enviranrnsnlai 

Monlh RWe""es R B W " W S  RB"e""e5 Tola1 Surcharge Olt-SyPlem Tolal Surcharge 
(21+(31+(41 151-141 sales (51+(71 (81-(41 

Jan-07 $52.394;146 $8,536,337 $5,063,197 $66,013.730 $60.930.533 $271.253 $66.284.983 $61,201.786 
Feb-07 $54.441.988 $10.316.043 $6.069.617 $70.827.648 $64.758.031 $637.381 $71.465.029 $65.395.412 

1 e. 

May-07 
Jun-07 
Jul-07 

Aug-07 
Sep-07 
Oct-07 
Nov-07 
Dec-07 

Totals 

$40.372;691 516.093;873 $3,858;035 $60.324;599 $56.466;564 $185;531 $60,510,130 $56,652,095 
543,832,157 $5.748.054 $4.348.047 $53,928.258 $49,580.21 1 $349.718 $54277.976 $49,929,929 

$60.574.090 $304.693 $6,266,485 $67,145,268 $60,878,783 $1,021,364 $68,166,632 $61.900.147 
$49,019,028 $8.457.743 $6,060.176 $63.536.947 $57.476.771 $764.843 $64,301,790 $58.24 1,6'14 
$44,619,998 $3,043.446 $4.568.042 $52231.486 $47563,444 $1,472,832 $53,704,318 $49.136.276 
$49,877.004 $1.264.009 $4,369.147 $55.510,160 $51.141.013 $606,706 $56.1 16.866 $51.747.719 
$57.348387 $1,102,192 $4.519.079 $62,969,858 $58,450,779 $580,912 $63350.770 $59,031,691 

$581,162,098 $84.713.409 $59372.351 $725.447858 $665.875.507 $7,741222 $733,189,080 $673.61 6.729 

$46,044.679 $7,149.492 $4,768,377 $57,962,548 $53,194.171 $355.827 $58.318375 $53.549.998 

$5,159,359 $62200,881 $57;041.522 $1,458.107 $63 658 988 $58;499;6291 
$41502:7901 $521796,474 $48,293,684 $36.748/ $521833:22d $48,330.433 

Meinoer System A ocation Percentaye for Currenl Montn 
(Environmental SLrcharge exc Jded from Ca lm a1,ons) ColJrnn (6 )  I Co umn (Y) = 98 8595 





KIUC Request 2 

Page 1 of 3 

EAST ICENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 2 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Iuc. 

Request 2. 

2007: 

For each Coop member of EIQC, please piovide foi calendar year 

a Total retail leventies by late class 

b MWi energy sales by retail rate class 

c Purchased powei charge revenues by late class 

Response 2. 

response. 

The requested information is provided on pages 2 through 3 of this 
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Fleming Mason 
GrnYEO" 
inter C0""lY 
Jackson 
Licking Valley 
Noh 
Owell 
Sail River 
Shelby 
South Kcnlucky 
Tayior Ca. 

2 c . Retall FAC Revcnue for 2007 

Residential lriigalion 
Residenlial Seasonal FAC 

FAC revenue FAC Revenue Revenue 
s1.299 409 
S5.845 425 
$2.455.498 
$2.363 671 
S2.365.489 
$1,993.011 $107,480 
S1.333574 
52.706 139 
$5,165,250 
$1,549.551 
52,157,974 53 $95918 
S5.387.202 
S5.059.151 
SI ,604.1 12 
$5.581.614 
32,253,908 

Comm Ind 
1000 o i l e s ~  

FAC Revenue 
$545.622 
5934 ,I 26 
5710023 
$193 866 
$532.630 
$960 165 
$434.488 
$513.767 

51,256,705 
$336,927 
S620.799 
S320.963 
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$137.698 $3.357.604 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-001 15 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 3 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Reauest 3. 

considering i n  the allocation of tlie enviroiuiiental surcharge cost among its iiieinber 

Coops. Please also provide a description of any proposed change that is being prepared 

by EIQC for the member Coops regarding the allocation of the environmental surcharge 

among retail custoiiiers. 

Please provide a description of any proposed change that EIQC is 

Resoonse 3. EIQC has been made aware of the fact that some of its member 

Coops are experiencing aii under-recovery of the enviroiiineiital surcharge at the retail 

level froiii certain customer classes, or large customers, due to tlie pass-through 

mechanism. Since the impact ofthis situation varies ainoiig different iiieinber Coops, 

EIQC is currently evaluating this issue, in an attempt to identify possible changes in the 

allocatioii iiiethodology which would be equitable for all meiiiber Coops and retail 

customers, EKPC lias analyzed tlie impacts of two different methodologies-a 

percentage of revenue basis and a dollars per megawatt hour basis. EIQC has not 

discussed these methodologies with all member Coops and lias not proposed any changes 

to the surcharge calculation. Please see Response 4 for EKPC’s analyses oftlie two 

different methodologies. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-001 15 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 4 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 4. 

meetings, letters from member Coops or other writings prepared or obtained by EKPC 

during the past three years that address the allocation of the environmental surcharge 

aniong its member Coops 

among retail rate schedules or customeis of a member Coop. 

Please provide copies of any studies, memoranda, minutes of 

address the allocation of the EICPC environment surcharge 

Response 4. Please see Response 3 Correspondence and analyses comparing 

the environnienlal surcharge calculated on a peicentage of ieveiitie basis versus a dollars 

pel megawatt hour basis are included on pages 2 tluough 95. 
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Charlene Creager 

From: Bill Bosta 

Sent: 

n: Charlene Creager 

Subject: FW: Gallatin ES materials 

Friday, May 02, 2008 8 9 3  AM 

More GaliatinlOwen info 

-----Original Message----- 
From: David Eames 
Sent: Monday, October 01, 2007 8:12 AM 
To: Bill Bosta 
Subject: W: Gallatin ES materials 

they brought this up  when we met with thier board anything i can do to help also would you run thru it with me i think i 
understand just when u have some time dave 
-----Original Message----- 
From: Mike Cobb [mailto:mcobb@owenelectric.com] 
Sent: Thursday, September 27, 2007 1125 AM 
To: David Eames 
Cc: Bob Hood; Bob Marshall 
Subject: FW: Gallatin ES materials 

Dave, 
Here are t h e  moterials reloted t o  Gallatin. The excel spreadsheets recop the  dollors. 
Mike 
MICHAEL L. COBE 
SR VP -CUSTOMER SERVICE &MARKETING 
OWEN ELECTRIC COOPERATIVE. INC 
8205HWY127N 
OWENTON. I<Y 40359 
502-563-3533 

From: Mike Cobb 
Sent: Friday, September 07, 2007 9:36 AM 
To: Bob Hood 
Cc: 'rwitt@owenelectric.com'; oeccounsel 
Subject: Gallatin ES materials 

Bob, 

Here are copies o f  the  moterials I ' v e  laid on your desk. I thought you might wont t o  see them in odvonce. PIeose 
le t  me know if you want ony additianol informotion. I have prepored a review of t h e  €5 for  2007 (thru August) os 
well. 

Becky and I have continued t o  discuss th is  issue throughout th is  week. Our  conclusions are  t h a t  it appears 
t h a t  we ore handling the  billing properly, and in accordonce with methodology approved by t h e  PSC. 
However, we seriously question whether or not t h e  PSC ond t h e  AG realized the impact t h e  approved 
methodology would have. Simply put, this doesn't seem eauitable t o  all our members. 

Thonks, 
Mike 

6l612.008 

mailto:mcobb@owenelectric.com


(S6L'19P) S P68' LSE S (689'EL8)S PLB'LOL'Z S ESS'LZS'E S (S6L'L9P) S SZO'L99'0V S 028'811 Lb S 

096'LZ 5 
SZO'SZ $ 
ZLl'I-z $ 
6ZO'ZE $ 
LEP'ZE $ 
88C'CE $ 
EPO'OE $ 
E9l'ZE $ 
SL8'6Z $ 
L88'OE $ 
EOP'BZ $ 
ZE8'OE !3 

JaPPv 
ma 330 
(9) 

(999'8s) $ S6Z'OOZ $ C96'8SZ $ 
(98L'SP) $ 861'9LC $ P86'ZZZ $ 
(L98'06) $ E6C'E81 $ O9O'PLZ $ 
(WE'L8) $ OPL'SEE $ PES'EZP $ 
(SZE'OOl)$ 6S8'SZE $ P81'9ZP $ 

(S9E'S9) $ ZOS'ZPZ $ L96'LOE $ 
(ESC'EB) $ 6EP'9LZ $ Z6S'66Z $ 

(9LE'P9) $ OOC'SLZ $ 9LP'W.Z $ 
(6OZ'gP) $ LSL'88C $ 996'PEZ $ 
(SS8'8E) $ LGE'LLC $ ZSZ'OLZ $ 
awaJay!a u w e s  01 330 330 01 3dn3 

a 6 ~ e ~ p ~ n s  leiuawuoJihu3 

(S99'OL) $ 9SE'CPZ $ LZO'ZCE $ 

(8Z0'19) $ 8ES'OLZ $ 99S'CLZ $ 

(V) 

(90L'OE) $ PCO'ZGL'E $ OZL'ZIZ'E $ 

(SSL'69) $ SSZ'PEZ'Z $ OZO'POE'Z $ 
(S9E'SS) $ OSC'GSL'E $ SLS'PCP'E $ 
(888'L9) $ EZG'PZZ'P $ 118'Z6Z'P $ 
(LLP'GE) $ BEg'P8S'E $ Sll'PZ9'E $ 
(ZZE'SE) $ ZOO'EIS'E $ PZE'8PS'E $ 
(066'0s) $ EE8'0E6'E $ EZ8'L86'E 5 

(68P'EE) $ P66'6EP'E $ EBP'ELP'E $ 
(908'LC) $ 8S1'08l'E $ P96'L61'E $ 
(EZ0'8) $ 860'0E6'E $ CZC'8E6'E $ 
(ssol) u i 6 i e ~  u w i w  01 1118 uaMo OL ii18 

(19L'lZ) $ 98L'9PP'Z $ LPS'89P'Z $ 

(ECZ'CE) 5 P91'LEZ'E $ LLE'ZSZ'E $ 

JaMod S.UaM0 lSh%Od 5.3dW3 



9OS'PEZ 5 (GEO'ZE9)S SSZ'P89'1 S P6Z'91E'Z S (ZES'L6El S S9S'l.L'62 S L60'601'OE S 

POE'SLI'P $ 
GZZ'LEZ'E $ 
CPL'OCl'E $ 
560'226'2 5 
09E'SPE'E $ 
EPE'GZE'P $ 
ZLL'POl'P 5 
ESZ'E88'E $ 

UaMO 01 ll!B 
JaMod s.3dY3 



PSC Request 4 
Page 5 of 95 

From: 
Sent: 
To: 
Cc: 
Subject: 

George Marltins [george.marltlns@ekpc.coop] 
Wednesday, November 30,2005 1:38 PM 
Mike Cobb 
Bill Bosta 
Environmental Surcharge Calculation 

Attachments: Settlement Agreement - March 17 2005.pdf . 

Settlement 
greement. March 1. 

Mike : 

Sorry that it took two days to get back to you. I was on vacation Monday and was out of 
the office yesterday afternoon fo r  a doctor's appointment. 

I am attaching the Order/Settlement Agreement signed March 17, 2005 between the Members 
Systems, EKPC, the Attorney General and the KIUC. This file is in .pdf format. 

Please reference the following passages: 

environmental surcharge mechanism will apply the base/current 

proceedings." The Commission allows other 

iemand, energy, FAC revenues, and consumer/customer charges" 

(1) Page 12 of the Order, second full paragraph, second sentence. I' The 

approach in a manner consistent with surcharge mechanisms approved in other 

utilities 1e.g. Kentucky Uti,lities) to apply the environmental surcharge factor to 

(2) Page 1 of the Settlement Agreement, under the first Whereas: "...seeking 

Surcharge granted to EKPC...". This confirms that the Commission allows EKPC to 
authority to pass through to their retail electric rates any Environmental 

base the environmental surcharge on electric revenues. 

(3) Page 5 of the Settlement Agreement, Amendment 18: "The Parties agree that the 

testimony and exhibits will be utilities. .." 
illustrated that the Member System monthly pass-through mechanism factor would be 

included in Appendi,x B the attached Settlement Agreement. 

(4) Attachment 4, page 2 of 28 of the Settlement Agreement, paragraph ( 3 )  : I' The 

adjustment clause revenues less Environmental Cost Recovery Surcharge revenues, for 

Base revenues refer to EKPC's electric revenues and the automatic adjustment clause 

methodology for billing the distribution cooperatives outlined in EKPC's 

(Bosta Exhibi,t 6, page 3 of 3, filed in Case No. 2004-00321, Sept. 17, 2004) 

based on the Member's retail electric revenues. The format is also 

The testimony in the Application 

R(m) is the average monthly revenue, including base revenues and automatic 

EKPC and the twelve months ending with the current expense month. .." 
revenues refer to the FAC. 

(5) Attachment 4 ,  page 3 of 28, under "Applicability": "This rate shall apply to all 

include demand, energy, and consumer/customer charges p l u s  FAC. 
electric rate schedules and special contracts." All electric rate schedules would 

For further reference, I checked my monthly residential bill from KU to make sure. Their 
environmental surcharge is calculated by multiplying the factor times the sum of the 
energy, customer and FAC charges. 

Your retail monthly pass-through mechanism factor is calculated by dividing EKPC's 
mvironmental surcharge bill to Owen divided by the average of your twelve months electric 
revenues. If your retail customer wanted this percent applied to charges excluding the 
customer/eonswner charge and the FAC, then the factor wou,ld have to be recalculated using 
Owen's revenues minus the FAC and customer/consumer charge revenues, resulting in a lower 

1 
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denominator and a higher factor, which would then be applied to the customer's demand and 
energy charges. Consequently, the customer would end up paying approximately the same 
anyhow. 

Hope this helps. If you have any problems or questions, please feel free to call Bill 
Bosta or me. 

George 
<<Settlement Agreement - March 1'7 2005.pdf>> 

2 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF EAST KENTUCKY POWER ) 
COOPERATIVE, INC. FOR APPROVAL OF AN ) 
ENVIRONMENTAL COMPLIANCE PLAN AND 
AUTHORITY TO IMPLEMENT AN ) 2004-00321 
ENVIRONMENTAL SURCHARGE 1 

CASE NO. 

AND 

APPLICA’TION OF BIG SANDY RECC, BLUE 
GRASS ENERGY COOPERATIVE CORPORATION, ) 
CLARK ENERGY COOPERATIVE, CUMBERLAND ) 
VALLEY ELECTRIC, FARMERS RECC, 
FLEMING-MASON ENERGY, GRAYSON RECC, ) 
INTER-COUNTY ENERGY COOPERATIVE, 

CASE NO. 
2004-00372 

JACKSON ENERGY COOPERATIVE, LICKING ) 
VALLEY RECC, NOLIN RECC, OWEN ELECTRIC ) 
COOPERATIVE, SALT RIVER ELECTRIC, SHELBY ) 
ENERGY COOPERATIVE, SOUTH KENTUCKY ) 
RECC AND TAYLOR COUNTY RECC FOR 
AUTHORITY TO PASS THROUGH THE 
ENVIRONMENTAL SlJRCHARGE OF EAST 
KENTUCKY POWER COOPERATIVE, INC 

O R D E R  

On September 17, 2004, East Kentucky Power Cooperative, Inc. (“East 

Kentucky”) filed an application, pursuant to KRS 278.183, seeking Commission 

approval of an environmental compliance plan consisting of new and additional pollution 

control facilities and to establish its Environmental Surcharge tariff (“ES tariff“). East 

Kentucky maintains that it will need these facilities and will incur the related compliance 

costs in order to comply with the requirements of the Clean Air Act’ at its coal and gas- 

’ As amended, 42 U.S.C.A. § ‘7401 etseq. 
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fired generating units and other federal, state, and local environmental requirements 

applicable to coal combustion wastes and by-products from its coal-fired generating 

units. East Kentucky proposes that its ES tariff become effective for service rendered 

beginning April 1, 2005. 

Also on September 17, 2004, each of the 16 distribution cooperatives‘ of East 

Kentucky filed a joint application seeking Commission approval of a pass through 

mechanism that would allow each distribution cooperative to bill Its respective retail 

customers for the portion of the environmental surcharge that East Kentucky bills each 

distribution cooperative. The distribution cooperatives also propose that their pass 

through mechanism tariffs become effective for service rendered beginning April 1, 

2005, to coincide with East Kentucky’s environmental surcharge tariff. 

The following parties requested and were granted full intervention in both cases: 

the Attorney General of the Commonwealth of Kentucky, by and through his Office of 

Rate Intervention (“AG”), and Gallatin Steel Company (“Gallatin”). A consoiidated 

hearing was heid on February 2, 2005. 

BACKGROUND 

East Kentucky is a rural electric cooperative organized pursuant to KRS Chapter 

279 and Is a utility subject to Commission jurisdiction East Kentucky owns and 

operates facilities used to generate and transmit electricity to its 16 member distribution 

The 16 East Kentucky distribution cooperatives are Big Sandy Rural Electric 
Cooperative Corporation (“RECC”), Blue Grass Energy Cooperative Corporation, Ciark 
Energy Cooperative (“EC“), Cumberiand Valley Electric, Farmers RECC, Fleming- 
Mason Energy, Grayson RECC, Inter-County EC, Jackson EC, Licking Valley RECC, 
Nolin RECC, Own Electric Cooperative, Salt River Electric, Shelby EC, South Kentucky 
RECC, and Taylor County RECC. 

-2. Case No. 2004-00321 
Case No. 2004-00372 
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cooperatives for compensation for lights, heat, power, and other uses. Each of the 16 

distribution cooperatives are also rural electric cooperatives organized pursuant to KRS 

Chapter 279, and each is a utility subject to Commission jurisdiction. The distribution 

cooperatives are engaged in the distribution of electricity to the public for compensation 

for lights, heat, power, and other uses. They collectively serve approximately 474,000 

member-consumers in all or parts of 89 counties in Kentucky. 

KRS 278.183 provides that a utility shall be entitled to the current recovery of its 

costs of complying with the Clean Air Act as amended and those federal, state, or local 

environmental requirements that apply to coal combustion wastes and by-products from 

facilities utilized for the production of energy from coal. Pursuant to KRS 278.183(2), a 

utility seeking to recover its environmental compliance costs through an environmental 

surcharge must first submit to the Commission a plan that addresses compliance with 

the applicable environmental requirements. The plan must also include the utility's 

testimony concerning a reasonable return on compliance-related capital expenditures 

and a tariff addition containing the terms and conditions of the proposed surcharge 

applied to individual rate classes. W h i n  6 months of submission, the Commission must 

conduct a hearing to: 

(a) Consider and approve the compliance pian and rate surcharge if 
the plan and rate surcharge are found reasonable and cost-effective for 
compliance with the applicable environmental requirements; 

(b) Establish a reasonable return on compliance-related capital 
expenditures; and 

(c) Approve the application of the surcharge. 

-3- Case No. 2004-00321 
Case No. 2004-00372 
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COMPLIANCE PLAN 

The compliance plan proposed by East Kentucky calls for nine capital projects 

that include the following facilities: 

Installation of a specific type of boiler, Selective Non-Cataiytic 
Reduction equipment, baghouse, and flash dry absorber to 
control fly ash and particulate, nitrogen oxide (“NOx”), and sulfur 
dioxide (“SO?) at the new Gilbert Unit. The Gilbert Unit utilizes 
a fluidized coal bed and is located at East Kentucky‘s Spurlock 
Station. 

Installation of a new electrostatic precipitator to control 
particulates at the coal-fired Spuriock Unit 1. 

Installation of low NOx burners to control NOx emissions at the 
gas-fired J. K. Smith Combustion Turbines (“CTs”) Nos. 1 
through 7.3 

Installation of Selective Catalytic Reduction equipment (“SCR) 
to control NOx emissions at the coal-fired Spurlock Unit 1. 

Installation of a SCR to control NOx emissions at the coaldred 
Spuriock Unit 2. 

The proposed compliance pian has a total estimated capital cost of $223.8 million.4 

In support of the proposed compliance plant, East Kentucky presented testimony 

describing each project in detail? East Kentucky also noted that, except for the 

Spuriock Unit 1 precipitator replacement project, it had sought and been granted 

certificates of public convenience and necessity for the projects.6 

These facilities reflected five of the nine capital projects proposed by East 
Kentucky. 

Eames Direct Testimony, Eames Exhibit 1 

Johnson Direct Testimony at 3-19. 

Hughes Direct Testimony at 3 

-4. Case No. 2004-00321 
Case No. 2004-00372 
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Gailatin was the only intervenor to file testimony, and it opposed the inclusion of 

the capital projects assoclated with the J K Smith CTs Gailatin contends that 

KRS 278.183 authorizes only the recovery of environmental costs associated with the 

generation of electricity from coal, not gas. Gallatin recommends the removal of all gas- 

fired generation projects from East Kentucky’s proposed compliance plan? 

SURCHARGE MECHANiSM AND CALCULATiON 

East Kentucky proposes that its environmental surcharge mechanism use a 

“baselcurrent” approach, although its proposal differs from what the Commission 

previously approved for Louisviile Gas and Electric Company (“LGaE) and Kentucky 

iJtilities Company (“KU”). The baselcurrent approach calculates the revenue 

requirements for a current period, which reflects recoverable compliance costs for the 

current expense month, and for a base period, which reflects corresponding 

environmental costs already included in base rates. The calculation of the base period 

revenue requirement usually is where the impact of retirements and replacements 

resulting from the projects approved in the compliance plan are recognized. The 

current period and base period revenue requirements are each divided by the 

appropriate ievei of revenues to determine the current period and base period 

surcharge factors. The net difference between the two factors is the environmental 

surcharge factor billed to customers 

East Kentucky proposes that its base period be initially set at zero, even though it 

is able to calculate its compliance costs included in base rates. Subsequently, when its 

environmental surcharge is incorporated into base rates, Its base period will reflect the 

’ Koilen Direct ‘Testimony at 9 4  1 .. 

-5- Case No. 2004-00321 
Case No. 2004-00372 
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amount so incorporated. East Kentucky also proposes to recognize the effects of 

retirements and replacements resulting from the projects approved in the compliance 

plan by treating the plant balances, accumiilated depreciation, and associated operation 

and maintenance ("OFAM") expenses as reductions or offsets to the current balances of 

the projects included in the approved compliance plan. This proposal for retirements 

and replacements follows an incremental approach, rather than the "baselcurrent" 

approach as approved for LG&E and KU. 

As proposed by East Kentucky, the current period revenue requirement is 

comprised of a return on the environmental compliance rate base, plus specified 

environmental compliance operating expenses, less proceeds from by-product and 

emission allowance sales, plus or minus 6-month surcharge over- or under-recovery 

adjustmentsa The environmental compliance rate base includes plant in service and 

construction work in progress associated with the approved compliance plan projects 

adjusted for accumulated depreciation, spare parts and limestone inventories, emission 

allowance in~entory,~ and cash working capital allowance. The environmental 

compliance operating expenses include incremental O&M expenses, including air 

permit fees, that exceed the 1993 level of certain O&M expenses, depreciation 

expense, property taxes, insurance expense, emission allowance expense, and 

consulting fees. The incremental O&M expenses include expenses associated with 

Bosta Direct Testimony, Bosta Exhibit 1 

@ The emission allowance inventory weighted average cost would include the 
estimated cost of emission allowances East Kentucky anticipated purchasing within the 
year. ARer the actual purchase, the weighted average cost would be adjusted to reflect 
the actual cost. This approach would also impact the determination of the monthly 
emission allowance expense. 

-6- Case No. 2004-00321 
Case No. 2004-00372 



PSC Request 4 
Page 13 of 95 

environmental compliance, but are not rt d in the approved 

compliance plan. Any proceeds East Kentucky receives from the sale of by-products or 

emission allowances would be used as an offset in the determination of the current 

period revenue requirement Finally, East Kentucky would accumulate all over- and 

under-recoveries of the environmental surcharge for a 6-month period and amortize the 

net cumulative amount over a subsequent 6-month period. 

Gallatin challenged the inclusion of several items contained in East Kentucky’s 

surcharge mechanism. Consistent with its objection to including environmental projects 

associated with gas-fired generation, Gallatin argued that no costs associated with the 

gas-fired generation should be included in the surcharge mechanism Gallatin also 

opposed the inclusion of incremental OBM expenses for environmental compliance that 

was not related to projects in the approved compliance plan. Gallatin contended that 

East Kentucky had not removed ail expenses associated with retired or replaced plant, 

and Gallatin disagreed with the depreciation practices followed by East Kentucky in the 

month new plant went into service. Finally, Gallatin stated that revenues associated 

with sales to certain industrial customers needed to be adjusted before being included 

in the determination of the monthly environmental surcharge factor lo 

RATE OF RETURN 

East Kentucky proposes 5.635 percent as its reasonable rate of return on its 

compliance-related capital expenditures This return is determined by multiplying East 

Kentucky’s average cost of debt at July 31, 2004 of 4.90 percent by the Times Interest 

Earned Ratio (“TIER) of 1 15X, which was approved in its 1993 general rate case 

lo Kcllen Direct Testimony at 5-7. 

-7- 

d to the projects inch 

Case No. 2004-00321 
Case No. 2004-00372 
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East Kentucky believes this approach is consistent with the requirements of 

KRS 278.183 and will allow it to comply with the financial coverage requirements of its 

debt covenants. East Kentucky also proposes to update its average cost of debt at 

6-month Intervals." 

Gallatin opposes East Kentucky's proposed rate of return because the TIER 

multiplier results in an imputed interest expense that East Kentucky does not actually 

incur. Gallatin argues that the use of a TIER adder is inconsistent with the concept of 

dollar-for-dollar recovery through the ES tariff, nothing more and nothing less.1z Gallatin 

recommends the use of East Kentucky's overall cost of capital at October 31, 2004, with 

the cost of debt component based on East Kentucky's average cost of debt and the cost 

of members' equity at 0.0 percent.13 

-- PASS THROUGH MECHANISM 

The distribution cooperatives propose a pass through mechanism that uses the 

baselcurrent approach. The current period revenue requirement in the pass through 

mechanism will be the amount of the environmental surcharge billed by East Kentucky 

to each distribution cooperative. The base period revenue requirement will be zero until 

a pass through has been incorporated into the distribution cooperatives' existing base 

rates. The current period revenue requirement will be divided by the corresponding 

level of distribution cooperative revenues, resulting in a pass through factor which will 

" Oliva Direct Testimony at 4-5. 

l2 Kollen Direct Testimony at 15-17 

l3 Gallatin's Response to  the Commission Staffs First Data Request dated 
January 6, 2005, Item 1. 

-8- Case No 2004.00321 
Case No 2004-00372 
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be applied to the retail bills of the distribution cooperative. East Kentucky and its 

distribution cooperatives also propose that the environmental surcharge be passed 

through to retail customers in the same month that East Kentucky bills the 

environmental surcharge to the distribution cooperatives. 

SETTLEMENT AGREEMENT 

On January 20, 2005, an informal conference was held at the request of East 

Kentucky for the purpose of discussing all issues. As a result of those discussions, the 

parties reached a unanimous settlement in principle for both cases. A unanimous 

Settlement Agreement was filed at the public hearing on February 2, 2005, and East 

Kentucky testified in support of the Settlement Agreement. A copy of the Settlement 

Agreement is attached as Appendix A to this Order. 

Provisions 

Below is a summary of the major provisions of the Settlement Agreement. 

East Kentucky's environmental compliance pian will only include 
projects associated with coal-fired generation. The J. K. Smith CTs 
will not be included. Only costs and expenses associated with 
coal-fired generation and the approved compliance plan will be 
included in the surcharge mechanism. 

East Kentucky's surcharge mechanism will use the baselcurrent 
approach consistent with the baselcurrent approach used for LG&E 
and KU. The base period surcharge factor ("BESF") will be initially 
set at 0.51 percent. 

The cost of emission allowances included in the surcharge 
mechanism will only reflect the actual cost of allowances, not 
estimated costs. Revenues from the annual Environmental 
Protection Agency's allowance auction will be reflected as a credit 
in the emission allowance inventory and reflected in the average 
inventory price used to determine the monthly surcharge factor. In 
addition, East Kentucky will prepare an Emissions Allowance 
Strategy Pian, which will be submitted to the Commission no later 
than July 31, 2005. 

-9- Case No 2004-00321 
Case No. 2004-00372 
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The reasonable rate of return on compliance-related capital 
expenditures will be determined by multiplying the weighted 
average debt cost for the debt issuances directly related to projects 
in the approved compliance plan times a TIER of 1.15. The initial 
rate of return shall be based on the weighted average cost of 
project debt as of December 31, 2004 of 4.918 percent and 
multiplied by a 1 15X TIER. This results in an initial rate of return of 
5.66 percent. The rate of return on capital expenditures will be 
updated to reflect current average debt cost at the conclusion of the 
6-month and 2-year surcharge reviews. 

When the commercial operation date of a project is something 
other than the first of the month, East Kentucky will pro rate the 
depreciation expense included in the surcharge mechanism for the 
initial month. In addition, East Kentucky will perform a new 
depreciation study for all assets within 2 years of the date of the 
Commission's Order in this case, East Kentucky will file an 
application seeking Commission approval of the new depreciation 
rates for accounting and rate-making purposes. If the new 
depreciation study is completed in advance of the 2-year time 
period, the study will be filed within 60 days of its completion. 

The monthly surcharge factor will: 

a. Exclude any revenues associated with power purchased by 
East Kentucky to meet the requirements of Gallatin and 
Tennessee Gas Pipeline. 

Include any revenues from steam sales to Inland Container 
and those sales will be subject to the environmental 
surcharge. 

b. 

c. Exclude any revenues associated with sales under the 
"Green Power" tariffs and those sales will not be subject to 
the surcharge. 

Proceeds from the sale of Gilbert unit by-products of fly ash, bed 
ash, and scrubber particles will be credited to the revenue 
requirement in the monthly surcharge calculation 

A 12-month roiling average of 0&M expenses associated with the 
approved Compliance Plan and air permit fees will be used in the 
Surcharge Mechanism. For the Gilbert unit, until 12 months of 
operations have been achieved, the average will reflect the actual 
O&M expenses for the months of operation divided by the number 
of months of operation. 

-10- Case No. 2004-00321 
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Over- and under-recoveries of the surcharge will be computed for 
each month of each 6-month surcharge review period and East 
Kentucky will seek approval to amortize the amount during a 
subsequent period. East Kentucky will be allowed to recommend a 
reasonable amortization period, depending on the size of the 
amount to be amortized. 

The use of the "baselcurrent" approach for the pass through 
mechanism is not being decided in this case and the issue may be 
raised at the first 2-year environmental surcharge review. Until that 
time, the distribution cooperatives wili utilize their proposed tariffs 
which reflect the "baselcurrent" approach, with the base factor set 
at 0.0 percent. 

The pass through mechanism will be billed to the distribution 
cooperatives' retail customers at approximately the same time as 
East Kentucky bills the Environmental Surcharge to the distribution 
cooperatives. 

The unanimous Settlement Agreement appears to resoive all the issues raised in 

the environmental surcharge and pass through mechanism applications. The agreed to 

compliance plan for East Kentucky will contain only those environmental projects 

related to the generation of electricity by burning coal. This is consistent with the stated 

provisions of KRS 278.183, the Commission's previous decisions in environmental 

surcharge applications, and the decision of the Kentucky Supreme Court in Kentucky 

kndustriak Utility Customers v. Kentuck(,y Utilities Co., Ky.. 983 S.W.2d 493 (1998). In 

upholding the constitutionality of the environmental surcharge statute, the Supreme 

Court cited the preamble to the act, which provides as foiiows: 

WHEREAS, it is hereby declared the policy of the General 
Assembly to foster and encourage the continued use of 
Kentucky coal by electric utilities serving the 
Commonwealth; and 
WHEREAS, electric utilities should have incentive to use 
Kentucky coal in deciding how to best achieve and maintain 
compliance with the Federal Clean Air Act as amended and 

Case No. 2004-00321 
Case No 2004-00372 
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those environmental requirements which apply to coal 
combustion wastes and by-products from facilities utilized for 
production of energy from coal. 

Kentucky Utilities at 496. The Court then stated that, "The legislative intent of the 

statute was to promote the use of high sulfur Kentucky coal _."," and that the surcharge 

statute "allows utilities to use Kentucky coal and collect the costs of cleaning high sulfur 

coal " Id at 496-497. Thus, both the legislative and judicial histories of KRS 278 183 

clearly limit the surcharge cost recovery to coal-related costs. 

The environmental surcharge mechanism will provide for the recovery of actual 

environmental expenses associated only with the projects contained within the 

approved compliance plan. The environmental surcharge mechanism will apply the 

baselcurrent approach in a manner consistent with the surcharge mechanisms 

approved in other proceedings The Settlement Agreement eliminates East Kentucky's 

proposal to utilize an "incremental" approach in the determination of the current period 

revenue requirement. The adjustments to the revenues used to determine the 

environmental surcharge factor and the pass through mechanism factor are designed to 

remove the impact of sales by East Kentucky that do not result in East Kentucky 

incurring environmental compliance costs. 

The Commission has reviewed the provisions of the Settlement Agreement and 

finds that they are reasonable and should be approved in total. The compliance plan 

and environmental surcharge mechanism established by the Settlement Agreement 

conform to the requirements of KRS 278 183. Given that it has had to purchase 

emission allowances during recent years, East Kentucky should benefit from the 

development of an emissions allowance strategy. East Kentucky should also benefit 

-.12- Case No. 2004-00321 
Case No. 2004-00372 
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from conducting a company-wide depreciation study. The monthly environmental 

surcharge report formats contained in the Settlement Agreement should provide 

sufficient information for the Commission to review the environmental surcharge factor 

each month prior to the implementation of the surcharge factor. 

It was noted at the public hearing that no monthly reporting format had been 

proposed for the distribution cooperatives' pass through mechanism. East Kentucky 

agreed that such a reporting format should be developed and filed so the Commission 

can review the determination of the monthly pass through factors before they appear on 

retail East Kentucky subsequently distributed to the parties and the Commission 

a draft reporting format. The Commission has reviewed that draft and finds it 

reasonable with minor revisions so that the same format can be used by each 

distribution cooperative A copy of this reporting format is attached to this Order as 

Appendix B. The monthly pass through mechanism reporting format will be submitted 

to the Commission at the same time the monthly environmental surcharge reports are 

filed. 

EFFECTiVE DATE 

East Kentucky and its distribution cooperatives had originally proposed that the 

environmental surcharge and the pass through mechanism be effective for service 

rendered beginning April 1, 2005 On February 17, 2005, East Kentucky informed the 

parties and the Commission that some of its distribution cooperatives requested the 

impiementation date be delayed "to moderate the effect of adding the new Surcharge to 

l4 Transcript of Evidence, February 2, 2005 at 15-16 

-1 3- Case No. 2004-00321 
Case No. 2004-00372 
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Spring 2005 retail bills which will include relatively high Fuel Adjustment Clause charges 

relating to fuel and power purchase costs for winter  month^."'^ Consequently, East 

Kentucky requests a 3-month delay so the surcharge and pass through mechanism will 

be effective for service rendered on or after July 1,2005. 

East Kentucky has determined that this 3-month delay would result In a one-time 

revenue reduction of $7.0 to $8.0 million and that this revenue reduction can be 

absorbed without severe disruptions to its cash flow During 2004, East Kentucky 

experienced cash flow constraints due to construction expenditures for the Gilbert Unit 

and delays in obtaining advances on a then-pending Rurai (Jtilities Service (“RUS”) 

loan. The result was East Kentucky having to delay Its purchase of emission 

allowances for its 2004 compliance East Kentucky states that the RUS loan has been 

approved and it has been securing advances on that loan, which in turn have been used 

to reimburse East Kentucky funds used for construction and to pay off short-term 

borrowings. Thus, East Kentucky contends that the 2004 cash flow problem has been 

resolved and is not anticipated to recur. 

Based upon the representations offered by East Kentucky, the Commission 

believes that the 3-month delay should not adversely impact East Kentucky’s cash flow. 

Therefore, the Commission finds that the request to delay the effective date to July 1, 

2005 is reasonable and should be approved. 

‘’ February 17, 2005 letter at 1. 

-14- Case No 2004-0032 1 
Case No. 2004-00372 
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IT IS THEREFORE ORDERED that: 

1. The Settiement Agreement dated February 2, 2005, and attached hereto 

as Appendix A, is hereby approved. 

2. 

3. 

East Kentucky's proposed ES tariff is denied. 

The ES tariff contained in the February 2, 2005 Settlement Agreement is 

approved for service rendered on and after Juiy 1, 2005. 

4. East Kentucky's rate of return shall be determined consistent with the 

provisions of the February 2, 2005 Settlement Agreement. The current rate of return is 

5.66 percent. 

5. 

6. The East Kentucky distribution cooperatives' proposed pass through 

East Kentucky's BESF initially shall be 0.51 percent. 

mechanism tariff is denied. 

7. The pass through mechanism tariff contained in the February 2, 2005 

Settlement Agreement is approved for service rendered on and after Juiy 1,2005. 

8. East Kentucky shaii file monthly the environmentai surcharge reporting 

formats included in the February 2, 2005 Settlement Agreement. Each of East 

Kentucky's distribution cooperatives shall file monthly the reporting format included in 

Appendix B for its monthly pass through mechanism. 

9. Within I O  days of the date of this Order, East Kentucky and its distribution 

cooperatives shall tile with the Commission revised tariff sheets setting out the ES tariff 

and pass through mechanism tariff as approved herein. 

-1 5- Case No. 2004-00321 
Case No. 2004-00372 
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Done at Frankfort, Kentucky, this 17" day of March, 2005. 

By the Commission 

ATTEST 

Case No. 2004-00321 
Case No. 200400372 
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APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NOS. 2004-00321 and 2004-00372 DATED March 17,2005 

FEBRUARY 2, 2005 SETTLEMENT AGREEMENT 
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SETTLEMENT AGREEMXNI 

This Settlement Agreement, i s  entered this 2nd day of Febnrary, 2005, by and 

among East ICentuclcy Power Cooperative, Inc., (hereinafter referred to as "EBC"); Big 

Sandy RECC, Blue Cnass Energy Cooperative Corporation, Clark Energy Cooperative, 

Cumberland Valley Electric, Farmers RECC, Fleming-Mason Energy, Grayson RECC, 

Inter-Comty Energy Cooperative, Jackson Energy Cooperative, Licking VaUey RECC, 

NolinRECC, Owen Electric Cooperative, Salt River Elecbic, Shelby Energy 

Cooperative, South Kentuclcy RECC and Taylor County RECC (hereinaffer collectively 

referred to as the "EIBC Member Systems"); the Kentucky Office of the Attorney 

General @ereinafterreferred to as the "Attorney General"); and Gallatin Steel Company 

(hereinafterreferred to as "Gallah Steel"). 

W I T N E S S E T H :  

WHEREAS, ERPC filed an Application with the Kentucky Public Service 

Commission (the "Commission") on September 17,2004 for approval of an 

Euvkonmental Compliance Plan and authority to implement an Environmental Surcharge 

pursuant to ICRS $278 183 h P S C  CaseNo 2004-00321; andthemCPCMember 

Systems filed an Application With the Commission on the ~ a m e  date in PSC Case No. 

2004-00372, seeldng autbonty to pass &nu@ to their retail electric rates any 

Environmental Surcharge granted to EICPC; 

WHEREAS, The Attorney General was made aparty to PSC Case No. 2004- 

00321 and 2004-00372 by oIders of the Commission dated September 22,2004 and 

1 
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October 12,2004, respectively, and Gallatin Steel was made aparty to PSC Case No 

2004-00321 and2004.00372 by orders of the Commission dated October 7,200e 

WHEREAS, The Parties ta the above-referenced cases participated in a 

settlement conference on January 20,2005 at the offices of the Commission, with the 

assistance and participation of Commission staff, and discussed and resolved all 

contested issues in said cases; and 

WHEREAS, The Parties desire to settle all issues in the above-referenced cases 

based on Ibe terms contained in this Settlement Agreement 

NOW, THEREFORE, for and in consideration of the premises and conditions 

set forth herein, the Parties hereby agree, as follows: 

Amendment of EICPC's Application in PSC Case No. 2004-00321 

1 The Parties agree to use the Base-Currentmethodology for calculation of the 
monthly surcharge factor for EKPC The Base (EIESF) for EICPC wil l  be 0.5 1%. 
The Parties agree that the issue of the distriiution cooperative's use of the 
baselcwent approach is not being decided in these cases, and that issue may be 
raised in the &st two-year environmental surcharge review. TJntil that time, the 
distribution cooperatives will utilize their proposed tariffs, which reflect the 
baselcurrent approach, with the Base (BESF) set at 0%. Tbe BESF for EIQC is 
based on the computation outlined in Attacbment 1 herein. It reflects the 
recognition o f  the cost of those environmental-related assets already included in 
ERpC's base rates that are being replaced by new projects under ERPC's 
Environmental Compliance Plan 

2. The Parties agree that EKPC's Environmental Compliance Plan shall consist of 
the following projects: 

Project I :  Gilbert 1 Boiler @oUution-control related only), SNCR, Baghouse and 
Flash DIier AbsorbeI 

Project 2: Spurlock 1 Precipitator 

Project 3: Spurlock 1 SCR 

Project 4: Spurlock 2 SCR 

2 
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3. TheParties agree that only the environmental activities and costs diectlyrelated 
to these four projects are eligible for cost recovery. 

4. The Parties agree that the reasonable retum on construction expenditures shall be 
based on a weighted average debt cost of those debt issuances directly related to 
the four projects in EKPC’s compliance plan, multiplied by a 1.15 TIER factor. 
Further, the initial rate of retum shall be based on the weighted average cost of 
such debt as of December 3 1,2004 of 4.918%, multiplied by a 1.15 TBR factor, 
or 5.66%. Attachment 2 provides the basis of this rate of retum. The Parties agree 
that the 5.66% retum Wiu. remain in use nntil altered by Commission Order. 
EKPC will update the retum as ofthe end of each six-month review period and 
request Commission approval of the updated average cost of debt The 1.15 TIER 
factor will be applied to the updated average cost of debt Upon Commission 
approval, the updated rate of return will be applied prospectively until altered by 
the Commission. 

5. The Parties agree that EKFC will use only actual property tax expense and actual 
insurance expense in the monthly surcharge calculation. 

6. The Parties agree that EICPC will only include a pro-rated share of depreciation 
expense for eligiile projects in the initial month of service when the commercial 
operation date of the project is something other than the first day of the monk 

7. The Parties agee that the revenues from steam sales to Fleming-Masonllnland 
Container will be included in the revenues, R (m), of the monthly surcharge 
calculation and that such sales will be subject to the environmental surcharge. 

g. The Parties agree that the portion of the sales to Owen EIeciric/Gallatin Steel 
which are sourced from Louisville Gas & Electric pursuant to a Letter Agreement 
between EKPC and LG&E dated October 27, 1994, w i U  be excluded from the 
revenues, R(m), and that the surcharge will not be charged to OwedGallatin on 
that portion of their revenues. This provision s h d  remain effective until the 
current Agreement between EXPC and LG&E is terminated 

9. The Parties agree that the on-peak portion ofrevenues from sales to Taylor 
County RECC for Tennessee Gas Pipeline (TGP) and to Fleming-Mason EC for 
TGP shall be excluded &om the revenues, R(m), and that the surcharge wil l  not be 
charged to Taylor CountylTGP and Fleming-Mason EC/TGP on that portion of 
their revenues. All other sales to Taylor County RECC and Fleming Mason EC 
for service to TGP will be subject fo the surcharge. This provision shall remain 
effective until the cment Agreements are te&ated. 

10. The Parties agree that the sale of by-products from the Gilbert Unit, such as fly 
ash, bed ash and scrubber particles, will be credited to the revenue requirement in 
the monthly surcharge calculation 

3 
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11. EWC agrees to perform, or have performed, a depreciation study on all of its 
assets witbin the two-year period commencing irom the date of the Commission's 
Order in t h i s  proceeding. EKPC agrees to file an Application seeking approval of 
the Commission for the rates contained in the depreciation study for accounting 
and ratemaking purposes. ECPC will also seek the approval of RUS. Should the 
study be completed in advance of the two-year time period, EKPC agrees to f i l e  
the study with the Commission Within 60 days of completion. 

12. The ~ a r t i e i  agree to use a 12-month rolling average of O m  expenses for the 
surcharge calculation. The accounts subject to this provision are Accts. 50144, 
50621,50631,50641,50642, 50644 50645,51241,51242, and 51244. TheParties 
agree that the environmentally-related O&M expenses for the Gilbert generating 
unit (Accts. 50144,50644,51244) shall be recovered by using the actual cost &I 
.month one of operation; for month two, use the average of expenses incurred in 
months one and two, for month three, use the average of expenses incurred in 
months one, two and three. This process will continue until the end of the first 
twelve months of operation at which t ime the Gilbert O&M costs will be treated 
like all other eligible O&M costs. 

13. The Parties agree that EICPC and the dishibufion cooperatives will compute 
over/under recoveries fox eoch month of each six-mouth review period and will 
seek approval to amortize the amount during a subsequent six-month review 
perioh EKPC and the distriiution cooperatives will be allowed to recommend an 
appropriate period of amortization, depmdiug upon the size of the amortization 
am0UDt. 

14. EICPC will prepare an Emissions Allowance Strategy Plan for submittal to the 
Commission by no later than July 3 1,2005. "be study Will focus on IIIcpC's 
strategy for purchasing SO2 and NOx allowances, as required, including the 
liming of such purchases. 

15. EKPC agrees to include, fox inventory balance and emission allowance expense 
purposes, the actual emission allowances purchased Use of estimated emission 
allowance purchases shall not be pemritted for surcharge recovery purposes. 
EICPC will only include emission allowances associated With coal-fired 
generating units in the surcharge calculation. 

16. The Parties agree that the benefit irom the sale of any allowances at the m u d  
EPA auction shall be reflected as a credit in the emission allowance inventory and 
reflected in the average inventory price used in the computation of the monthly 
surcharge factor. 

17. The Parties agree that the revenues associated with sales under the Green Power 
t& for E D C  and the Member Systems, as applicable, shall not be included in 
the denominator of the surcharge calculation nor subject to the environmental 
surcharge. 

A 
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1s. The Parties agree that the methodology for billing the distiibutiou cooperatives 

outlined in EKPC’s testimony and exhibits will be utilized The methodology 
allows the diskiiution cooperatives to bill their customers the mvironmental 
surcharge at approximately the same time as EKPC bills the environmental 
surcharge to the distribution cooperatives, thns avoiding a b a g  lag for the 
distribution cooperatives. 

19. ERPC has estimated the impact of the approval of the environmental surcharge on 
the distribution cooperatives and on their retail customers. EICPC has estimated 
that the surcharge factor will be 7.0&% in the first full month, resulting in an 
estimated $33.5 million in revenue annually. This is depicted in Attacxnent 3. 
The surcharge at #e retail level is estimated to be 4.96% for the first month. For a 
residential customer using 1,000 kWb per month at an average rate of 6.5c/k’Wh, 
the increase is estimated to be about $3.20 per month. The effect of the surcharge 
on each distribution cooperative and on their retail customers Wit1 vary depending 
upon the relationship of the level ofpurchased power to the total revenues of each 
distribution cooperative. 

20. Attachment 4 ‘to this document provides the revised Environmental Surcharge 
Monthly Filing forms and tariff sheets in conformance with the provisions ofthis 
settlement. The attachment includes a redlined version compared to the original 
filing as well a6 a new version. 

Other Provisions 

21. The Parties wiU jointly move the Commission to amend ERpC’s .Application in 
PSC Case No. 200400321, as provided hereinabove, to approve EKPC’s 
Environmental Compliance Plan on such amended terms, and to authorize EKPC 
to implement its Environmental Surcharge on such amended Compliance Plan 
effective for service rendered beginning April 1,2005. 

22. This Settlement Agreement is subject to the approval ofthe Commission and shall 
not be deemed to affect thejmisdiction of the Commission or to in any way 
supercede Chapter 278 of the Kentuclry Revised Statutes. Nothing in this 
settlement shall be considered as precedent in future cases before the 
Commission. 

23. Upon formal adoption and acceptance by the Commission of this Settlement 
Agreement as a full resolution of all issues arising fsom the proceedings in the 
subject cases, all Parties agree that no petition for reheakg, pursuant to KRS 
527K400, nor any appeal, pursuanfto KRS g278.410, will be 5I61ed by any Party“ 

5 
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- IN WITNESS \ ~ ~ O ~ ,  the duly authorized counsel for the Parties have a x e d  

their signatures to this Settlement Agreement on the date Erst above written. 

EASTKENTUCKYPOWER 
COOPERATIVE, INC. and 
EWC MEMBER SYSrnMS 

OFFICE OF T4E ATTORN3Y 

GALLATIN SfEEI, COMPANY 

6 
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Attachment 1 
Page 1 of 2 

1. 

Suppait for BESF Per Sertlement Agreement 

5 Amounl 

PepreclaUon Exp'ensB 501,570 
7fl.778 

- 
Total 

. _,_ . . 
30,960 

2 O'per & Mice* 39,462 
Alr Perinlt Fees . 166,636 
TOM 0 8 M 

3" Property Tax 12,217 
1.874 

. . , 861 

Souka 
Staff 8, p. 3 of 3, Is t  Request 

Staff 8, p. 3 of 3, IS1 Request 

Page 2 of 2 

Tofal$ ~ 

SbR6, p. 3 of 3, IS1 Request 

603,306 

Wood Exhiblt 2. p. 1 of 1 
226,098 

Stitff 8, p" 3 af 3, IS1 dequest 
Staff 8, p. 3 of 3, 1st Request 
StaffB. p.3of3, IstReQuest 

15,052 

4. insuriince .I 1,203 Gallalin I O ,  1st Request 
11,203 

pelum on Rate &as& 

5. Rate Base 
Precip 8,144,692 
Preheater ?,315,867 
Fans - 573 729 1 

'10,034,288 

Wood Exhlbil 1. p. 1 of 11 
Wood Exhiblt 1, p. 8 of 11 
Wood Exhibit 1, p, 10 of 11 

6. Gash Working Capital (Ilk of OBM) 26.512 Line 5' l l B  

Tdtal Rate Base Ilo,oe2,sooj 
Apply Rale OF Retum 
Total Return on Rate Base 

7 58% GalleUn 3 '1st Request P. 2 of 4 - 762,760 
1 .  

6. Total C05h 1,620,421 Line 1+2t3,44+7 

9. Calculation of % of Member Syslem Revehues to total revenues Including off-system sales 

Member Sys Rev 240,629,490 7629% Gallatin 3 1st Requesl, P. 3 o f 4  
Off System Sales Revenue .- 74,774,167 23.71% GallaUn 3 1st Request. P. 4 of4 

315,403,657 100.00% 

fob1 00Sts  incl RaLe of Return 1,620,421 
Exciuslon of Off-Syslem Sales 7628% 
Revenue Requirement 1,236,219 

Member Sys Revenue 240,629,480 

Rev Req I Mbr Sys Revenues I F  
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Attachment 2 

Weighted Avenge Cost of Debt 

Loan NBV 
Source as of 3i31105 Cost Weights 

Compliance Pmlecl f1) (2) I31 (4)=(2)-(3) " 
1. Gllbeft 2-8 $69,612,000 4.64% 1.696% 
2. Spurlock 1 - Preclpltator Y-8 $22,480,163 4.96% 0.561% 
3. Spurlock 1 SCR Y-8 $69,937,007 4.86% 1.746% 
4. Spurlock 2 - SCR Y-8 $36,670,706 4.96% 0.9 15% 

$198,699,876 4.918% 

Y-8 30 year 
Composite 

Note Current LIabilllY lntarest Yearly Rate 
Number 12/31/04 Rate Intere;t iolai ( 4 y ~ m  (2) 

( I )  (2) 13) (4) (5) 
F0720 $25,000,000 4.460% $1,115,000 
F0725 .%25.000.000 4.819% $1.204.750 

!k4;800;000 4.950% $1 >27;600 
$25,00O,OOD 5.091% $1,272,750 
$25,000,000 5.149% $1,287250 
$25,000,000 5.065% $1,266,250 
$25.000,000 5.011% $1 252.750 

F0730 
F0760 
F0755 
F0760 
F0765 
FO770 $27;000;000 5.149% $1;390;230 

$201 ,800,000 $10,016,580 4.96% 

ZB 34 Year 

Nota Current Uability Interest Yearly Rata 
Number 12131 104 RalE lnterest Told (4)1'1~1al(Z) 

FOB10 $50,000,000 4.744% $2,372,000 
FOB15 $60,000,000 4.625% $2,412,500 
FOB20 $50,000,000 4.946% $2,473,000 

Composlte 

(11 . . (2) (3 1 14) (5) 

$150,000,000 $7,251,500 4.84% 
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ARACHMENT 3 

SO~,012,000 53,840,033 

S22.400.103 512?2.377 

EOD,D37,00T S3,@30,435 

$30,670.700 52075fiU2 

514,160351 E801.821 

$0 St 

5170,005 510.W 

SO sr 

05.79% 

5472703PtO 

$3,940,039 

$2328,330 

$7,078,189 

54,702.081( 

5001,027 

50 

S10.106 

st 

SlP20,03! 

D14,015,40l 

El 

aS,9Ii4.60! 
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.kachment 4 
Page 1 of 28 

For All Counties Served 
P.S.C. No. i s  

Original Sheet No. 27 

ApPLICABILITY 

Applicable to all s&~tiorls of this rate schedule and this rate schedule shall apply to eachMernber Sysiem. 

AVAIW3ElTY 

This rate schedule shall apply to EKPC rate sections A, B, C, E, and G and all special contracts 
$th rates subject to adjustment upon the approval ofthe Commission. 

The EnVironmentd Sutcharge shall provide for monthly adjustments based on a permit of 
revenues equal to the differehce between the environmental compliance costs in the base period and in 
the current period based on the following formula: 

CESF = E(m) / R(m) MESF =CESF - BESF 

lYfESP =Monthly Environmental Surcharge Factor 
CESF = Current Environmental Surcharge Factor 
BESF = Base Enviromental Surcharge Factor of 0.51% 

where E(m) is the total of each approved environmental compliance plan revenue requirement of 
environmental costs for the cwent expense month and R(m) is the revenue for the current expense 
month as expressed below. 

Dcfiuit ims 

(I) E(m) = [(RB/12](ROkB) + OE - BAS + (0ver)Under Recovery 

where: 
(a) :RB i s  the Environmental Compliance Rate Base, defined as electric plant in 
sdrice and C W P  for applicnble environmental projects adjusted for acmulated 
depreciation, cash working capital, spare parts and limestone inventoiy, emission 
allowance inventory; 
@) RORB is the Rate of Retum on the Environmental Compliance Rate Base, 
designated as the average cost of debt for environmental compliance plan projects 
approved by the Commission plus application of a times-interest-eamedratio of 
1.15; 

- . . . . . . . . -. 

DATEOFlSSLE Scolmba17.2004 D A T E E F E E m  ScM'ecrrndETedbceinninnAunl 1.20115. 

ISSUED BY TITLE.... PRESlDl.5NT/CEO 

Isnrcd by authority of M Didn of h c  Public ScMcc Commission olKcnhlcl+n 
CASENO. DATED I 
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For All Counties Served 
P.S.C. No. 28s 

Original Sheet No. 28 
__ . 

(c)'OE is the Monthly Pollution Control Operebg Expenses, defined as the 
average ofthe twelvemonfi 0pera.ting and maintenance expense; depreciation 
expense, property taxes, inw'mce expense, emission allowance expense, and 
consulting fees. o&M expense for the pollution-conk01 related equipment at the 
Gilbert generatingunit will be recovered by including an average of the monthly 
expense r+s the Unit begins op'aation; 
(d) BAS is the net proceeds from By-Products and Emission Allowance Sales, 
an& 
(e) (Ovei) or Under fecovery amount as ardortized from priot six-month p&d. 

(2) TOd E(&) is multiplied by the Member System Allocation Xatio to arrive at Net E(m). D e  
hfember System GUocatidn Ratio i6 based on the ratio ofthe 12-month total revenue &om sales 
to Member Systems to wliicli the Surcharge will be applied, ending with the carerit expense 
month, divided by the 12-month total revenue from sales to Member Systems and off-system 
Sales. 

(3) The mvenue R(m) is the average monthly revenue, including bfse revenues ;ind automatic 
adjustment clause revenues less Environmental Cost Rccovery Surcharge revenues, for &I?C 
for the twelve months ending with the current expense month. 

(4) "l ie c w a t  expense month (m) shall be the second mohth preceding the month in which the 
Environmental Surcharge is billed. 

DATE OFISSUE SeDIembu 17.2004 DAW EFFECTNE Serfice rmdcrcd bceinnmeArm7 1.2005 

ISSWD BY TlTLE PRESIDEV"ICE0 ___- 
Issued by wth~6ty ofen Order of tlicpublir: Service Cmnmissim of1:eohicky m 

CASENO.-- DATED - 
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Attatliirian't A . ... . 
PagB 3 Of 28 

T%RRITORY S @ W  FOR ENTRE . .  

C o d t y ,  Town or City 

P.S.C. Icy. NO. I . .  
~ r i d  -...-SIXETNO . _+- 

AVAaA€%WY 

In nll of the Company's service tfdtcry. 

A.mLrc&%m 
This rate schedule shall apply to all electric rate schedules and special contracts 

RaTE_ 

mS(m) = ES(m) - BESF 

where CES(m) = Current Month Environmental Surcharge Factor 
ES(m) = Current Month Enviramental Surcharge Calculation 
BESF = Base Environmental SurchargeFactor of 0% 

ES(m) = [((WESF) x (Average of 12-months ended revenues from sales to Member System for 
current expense month, excluding environmentnl suroharge)) + (Over)NndaRecovay] divided by 
[Average of 12-months ending R e t d b e n u e  (excluding environmental surcharge)] = 

a/, 

where m.SF = Wholesald Euvimimental Surcharge Factor for durrent Expense Month 

TITLE- mmmi. lceo  - 
EY AUTHORITY OF ORD& OF 7wE PUBIIC SERVICE C O W S I O N  

IN CASENO. D A m  -~ 
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FOR ENTIRE TERNTORY SERVED 
Community, Town or City 

P.S.C. KY,NO" . A  

Orieind SKEET NO. ---...-.-- 

- 
CLASSLFICAlTQN OB SERVICE _ _  .__- 

(0ver))lunder Recovery = 

6.months cumdative (over)/under recovery as defioed by amount billed by ERPC to Menbkr System 
minus the amount b i e d  by Member System to retail customer. Over or under recoveries shall be 
omortized over a &-month period. 

BESF = zero 

BILLING 

'&e omrent expense month (m) shall be the second month preceding the month in which the 
Environmentnl Surcharge is billed. 

DATE OF ISSUE , . Scntkhcr 1.7,'2004 - 
Mmlh 1 D5lc lYur 

DATE EFFECTIVE-. .Am1 1.2005 - 
MmlhlDulrlYcm 

nm- PRESIDENTICE0 

BY AUTHORITY OF ORDER OF ?H@ PUBLIC SrmvlGz COMMISSION 
CASENO, DATED 
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AttWhmetit 4 
Pags 5 of 20 

For All Counties Served 
P.S.C. NO. 28 

@&hal SheetNo. 28 

DATE OF ISSUE Smtmber 11.2004 

DATEEFFECIZVE April 1.2005 

Mmlh IDnlclYmr 

Mmlhl DablYenr 

-- ISSUED BY -- 

m PRErnENr/CeO 

(Simnhrrs orDfiiu7) 

BY AlJi'HOIUTY OF OIulER OF "HE PUBLIC SER'VICE COMMISSION 
IN CASENO D A T E D  
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EAST lCENllJ= PO- COOPEXATl%3, INC 

AttachhW 4 
Page 6 of 28 

For AU Counties Served 
P.S.C. No. 28 

Original Sheet No. 27 

RATE $S -ENVIRONMENTAL STJRCHARGE 

A P P L I C A B E ~  

Applicable to all sections of this rate scbedule Bdd this rate schedule shall apply to each Mdmber System 

AVADLABJLITY 

This rate schedule shall apply to E W C  rate sections A, B, C, E, and G and all special contracts 
with rates subject to adjustment upon the approval of the Commission. 

The Envirohmental Surcharge shall provide for monthly adjustments based on a percent of 
reyenues equal to the difference between the environmental compliance costs in the base period and in 
&e current period based on the following formula: 

CESF = E(m) I R(m) MESF = CESF - BESF 

&BSF = Monthly Environmental Smcharge Factor 
CESF = Current Environmental Surcharge Factor 
BESF =Base Environmental Surcharge Factor- 

whereE(m) is &e total of ench approved environmental compliance plan revenue requirement of 
environmental costs for the cunent expense month and R(m) is the revenue for the cutrent expense 
month as expressed below. 

Definitions 

(1) E(m) = [@B/lZ)@,ORB) + OE -BAS + (Ov6r)Under Recovery 

where: 
(a) K7I3 is the Environmental Compliance Rate Base, defined as electric plant in 
service and C" for applicable environmental projects adjosted for accumulated 
depreciation, cash worldng capital, spare parts and limestone inventory, emission 
allowance inventory; 

of atimes-interest-earnedratio of 3.15; 

DATE OF ISSUE Seolembier 17.2004 -DATE EFFECFW!3 ScnScc rmdcrcd beeinnine Aonl 1.2005 

ISSUED BY. -. nn.E P m I D E N r ~ m O  

Issucd by mlhority olnn Order of the Public SrrVicc Cmudrsion of IhtuchT in 

CASENO - D A m  
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Atfdchrnaht 4 
Page 7 6f2d 

For Au Counties Served 
P.S.C. No. 28 

Original Sheet No. 28 EAST EcENnrcKy POWER COOPERATIVE, INC 
. .  . . .  . . .  

erating &p&es, deiinedas @ 
perating and maintenance 

. 

(d) BAS is the net proceeds fiohBy-Products and Emission AUowance Sales, 
and; 
(e) (Over) or Under recovery amount BS amortized from prior six-month period 

(2) Total E(m) is multiplied by the Member System AUocationRatio to d v e  at Net E(m). The 
Member System Allocation Ratio is bosed on the retio of the 12-month total revenue h m  sales 
to Member Systems @ @ B i & ~ - ~ a - & b @ ~ r n d i n g  -_---- ---- With the current expense 
monthi divided by the 12-month total revenue goom sales to Member Systems and off-system 

-.;,. - I 
sales. 

(3) The revmue R(m) is the average monthlyrevenue, including base revenues and automatic 
adjusbnent clause revenues less Environmental Cost Recovery Surcharge revenues, for ERPC 
for the tdvelve mobths ending with the cunent expense month. 

(4) The cunent expense month (m) shall be the second mobth preceding the month in which the 
En&onmeutal Surcharge is billed. 

DATE. OF ISWE- Sedteniber 17,2004 DATE. EFFECXWE Service rendered beeinnine Ami 1.2005 

ISSUED BY- -__- Trm PRFSLDEJWCEO 

Issued by euihmity of an Ordcr OF hc Public SmScc Commission ofKenhc1y in 
CASENO. - DATED 
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FOR & TERREORY SERVD 
Co&ty, Town or City 

P.S.C.KY.NO. - I_ 

06&d SEtXETNO. 

Memzicr SWem 
(Name of Utility) 

AVAILABILITY 

In all of the Compmy’s service territory. 

APPLICaSlLrrY 

Thisrate schedule shall apply to al l  electriorate schedules and special contracts. 

E&xE 
CES(m) =ES(m)-BESF 

where CES(m) = Current Month Environmental SurchargeFactor 
ES(m) = k e n t  Month Environmental SurchRrgB Calcul&on 
BESF = Base Environmental Surcharge Facto- 

ES(m) = [(WSF) K (Average of 12-months ended revenues .from sales to Member System for 
current expense month, excluding environmeri~l mucbrge)) i- (0ver)KTnnder Recovery] divided by 
[Average of 12-months ending Retail Revenue (excludiig enviromnentnl mucharge)] = 

% 

where WESF =Wholesale EnvirOnmentaI Swchargc Factor fm h u t  Expense Month 

-- 
DATE OF ISSUE SeDtember 17.2004 

MmlhlDnDlYcnr 

DATE E F F E W  Aonl 1.2005 A 

ISSUED BY-.....- -- 
MmUll Dnk I Y m  

(slgorun ofoiiictr) 

TITLE bRESDENT/CEO 

BY AUTFIORII‘Y OF ORDER OF “€53 PUBLIC SERVICE COMMlSSION 

IN CASEISO _ P A m . -  
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Page 9 of28 
FOR ENTIRE TERRlTORY SERVED 

Community, Town or City 

. .  P.S C. ICY. NO. - 
Orieind SHEETNO.. 

Member Svstem 
( N m e  of Utility) 

(Over)/[hder Recovery = 

6-nicinths cumulative (over)/undek recov@ BS defined by amount billed byE&PC, to Member System 
&us the mount billed by Member System to rckd cu.stomer. Over or under recoveries shall be 
amortized over a 6ixkmonth period. 

BESF = zmo 

BIJJLNG 

The arrent expense month (m) shall be the second m o ~ t h  preceding the month in which the 
Environmental Surcharge is billed. 

-- a - 
DATE OF ISSUE September 17.2004 . 

DATE F.FFEcINE Ann1 I. 2005 

MonthlDaklYur 

M m l h l D u k l Y m  
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Attacfirrient 4 
P $ ~ B  ~n of 28 

For AU Counties Served 
P.S.C. NO. 28 

Original Sheet No. 28 

?nu PRESDENTlCEO 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 
IN CASENO __ DATED 



East Kentucky Power Cooperative, Inc. 
Envlronrnental Surcharge Report 

Caldulation of Monthly Billsd Envlronrnental Surcharge Factor .. MESF 

For h a  &pease Month Ending March 31,.2065 

MESF CESF - BESF 

Where: 
CESF = Curtenl Perlbd Environmental Surcharge Factor 
BESF = Base Period Envlronrneniai SurcharQe Factor 

Calculatlon of MESF - - CESF, from ES F O ~  7.1 
BESF, from Case No. 2004-00321 

MESF 

= 051% I 

- - -- 

Eifectlve Date lor Billing: 

Submllted by: 

Date Submllted: 

PSC Request 4 
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Attachment 4 
Page 11 of  ZB 

BOSTA EXfDBE 2 
PAGE 1 OP2 

Form 1.0 
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AtWGhment 4 
Pag'e I 2  df 28 

PAGE 2 OR 2 
BOSTA m m m  2 

East Kentucky Power Cooperative, Inc. 
Erivtronrnental Sbrcharge Report 

C3lculation of Currdht Mona EriVIrbnmental Surcharge Factor (CESF) 

For the Expense Month Ending March 31,2005 

Fbni, 1.1 

1 E(m) = RORg C OE - BAS 

2 Rale Base 

3 Rale Bas8 I 12 

4 Rete of Retum 

5 Returh on Rale Base"(R0RB) 

6 Operahg Exptinses (DE) 

7 By-Producl and EmlsSlan Allowance Sales (BAS) 

6 Sub-Total E(m) 

9 Member System Allocatlon Ratio for the MonUl 

10 Subtotal E[m) = Subtotal E(m) x Member System 
Allocatlon Ratio 

(Form 3.0) 

11 Adjustment for (0ver)lUnder Rebovery, 
as applicable 

12 E(m) = Subtblal E(m) plus (0ver)lUnder Recovery 

13 R(rn) =Average Monthly Member System 
Revenue for Ihe 12 Months Ending wllh Ihe 
Current Expense Monlh (Form 3.0) 

14 CESF: 
E(m) I R(m); as a % of Revenue 
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EaSt Kentucky Power Cooperafive, Inc. 
Environmental Surcharge RepoIl 

Revenue Requirements of Envimnmental Compliance Costs 
Far !lie Expense Month of Ending March 31,2005 

Determinatlon of Envirohmental Compliance Rate Base 

~ l l g l b l ~  Pollutidri Control Plan! (Gross Plan!) 
ktlglbie PolluUon CWIP 

Subtotal 
Addilions: . 
Inventory - Spare Paris 
Inventory - Llmeslorle 
inventory - Emission Allowances 
Cash Working Capital Allowance 

Subtdlal 
Deduclions 
Accumulated DepreclaUon on Eligible PolluUon Control Plant 

Subtotal 
Environmenlal Compliance Rale Base 

Determlnation of Pollution Control Ogerating Expenses 

lvlonlhly O&!d Expense 
Monlhly DepreclaUon end Amorh'ration Expense 
MonthlyTaxes Other Than Income Taxes 
Mbnlhiy insurance Expense 
Monthly Emlsslon Allowance Expense 
Monthly Sunhame Consultan! Fee 

Total Poliufjon Conlrol Operating Expense 

Attachment 4 
Page $3 of 28 

BOSTA EXHIBIT 3 
PAGE 1 OF 7 

Form 2.0 

Gross Procesds f r ~ m  By-product and Emission Allowance SUes 

Total Proceeds from By-Product and Allovrance Sales 

(0ver)lUndst Recbvefy of Monthly 
Surcharge Due to Tirhlng DiRerence9 

1 E(m) Revenue Requirement for Six Monlh $ 

2 Revenue Coilected for Six-Month Period Ending $ 

Period Ending - 

3 

4 

Ne! (0ver)lUnder Recovery (Row 1 -Row 2) 

Amortization of Net (0ver)lUnder Recovery 
Llne (3) I 6 
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Page i 4  of 28 
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East Kentucky Power Cooperatbe, InC. 
Environmental Surcharge Report 

PAGE 3 OF 7 

InventoHes oFSpare Part6 and Limestone 

For the Monkh Ending March 31,2005 

I I , I . I I I 

Form 22 
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Beginning Allocations/ 
inventory Purchases 

East Kentucky Power Cooperative, Inc. 
Environmental Surcharge Report 

Inventory and Ekpense of Emisslon Allowances 

Ending 
Utilized Sold Inventow 

Beelnning Allocations/ 
Inventory , Purchases 

Ending 
Utilized Sold lnvenlory 

AWthrnent 4 
Page 16 of ZD 

BOSTA EXHIBIT 3 
PAGE 4 OF 7 

Fbrm 23 

Total NOx Emission Allowances in Inventoty' 
puariUty , I I I I I 
Dollars I 

I $/Allowance 1 - I I 
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Detemlnallon of' Worklng 
Capihl Allowance 

12 Mbnlhs 
OBM Expense 

One-Elghth ( l l 8 )  df 12 Month 
DBM Expenses -. 

Atta5hmBnt 4 
Page 17 of 28 

BOSTA EXHIBIT 3 

- 

PAGE 5 OF 7 

East Kentucky Power Cooperative, Inc. 
Environmental Surcharge Report 

4&M Ekpenses and Determination of Cash Working Capital Allowancr 

For the Wpense Month Ending March 31,2005 

Fortti 2.4 

iliglble O&M Expenses 
Ilh prevlous rnonlh 
Olh prevlous month 
3th previous monlh 
9th previous rnonlh 
7th previous month 
6th previous month 
5th previous month 
4th previous rnonlh 
3rd prevlous month 
2nd prevlous month 

Previous month 
Curienl monh 

rota1 12 Month O&M 

4verage Monthly O&M 

Nori-Gilbert 
-I_ 

Gllbert Total 
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Expadsi'Typs 

I ivlalntenahte 

50144 
51241 
51242 
51244 

11 AlrPenbkFaes 
50621 
SO631 
50045 

East Kontucky Power CoopQmUvr, lni. 
Envlronmmhl Surchergc 

Opcrallng and Mainlenancc Expenses 
Fot the Expnnsc Munth Endlng March 31,2005 

Accounl Dffiicrlptfon h o u n t  

Fuel Cdi l  Gllbctt 
Malnlnnanw of Roller Plant Spudock 1 
Malnlensnw of Boner Plant Spurfock 2 
Maintenance of Bonar Plant Gllbeii 

____- 

Mlsc Eileam Power Envlmnmonbl Dala 
Mlsc Gleam Pmvnr Envlronmcnbl Coopor 
Mloc Gleam Power Envlmnmanbl Spuilock 

111 OpeidUnn Eqmr."Ohrnonla and Umacbne 
50641 
50642 
60614 

Mlsc Slaam Power Expense - spurlock 1 
Mlsc Steam Powsr Expense - Spurlock 2 
Mise Skam Power Expan68 - Gilbert 

Attactiinent 4 
Page 18 of28 

BOSTA m i T 3  
PAGE 6 OF 7 

Font 2.5 
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Attachment 4 
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East Kentucky Power Cooperative, Inc. 
Environmental Surcharge Report 

Caioulatlon of Monthly Billed Environmental Surcharge Factor - MESF 

For h e  Expense Monlh Ending March 31,2005 

MESF = CESF - BESF 

Where: 
CESF = Current Period Environmental Surcharge Faclor 
BESF = Base Period Environmental Surcharge Faclor 

Ceiculatioh of MESF: - - CESF, from ES Form 1 .I 
BESF, from Case No. 2004-00321 =p@@ggq 

Efiective tiate for Billing: 

Submilled by: 

Dale Submitted 

PSC Request 4 
Page 5.3 of 95 

Attdchment 4 
Page 20 0F28 

BOSTA EX8JBlT 2 
PAGE 1 OB 2 

Fom 1.0 
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Attachment 4 
Pags 21 of 28 

EOSTA EXEttBlT 2 
PAGZ 2 OF 2 

East Kentlrcw Power Cooperative, Inc. 
Environmental Surcharge Report 

Calculation of Cuirent Month Environmental Surcharge Faclor (CkSF) 

Form 1.1 

For the Expense Month Ending March 31,2006 

1 E(m) = RORB + OE - BAS 

2 date Base 

3 Rate Base / 12 

4 Rate of Retbm - - 

5 Return on Rate Base (R6RB) 

6 OpBding Expenses (OE) .t 

7 By-product and Emlsslon Allowance Sales (BAS) - - 

c 

E Sub-'Total E(m) 

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

i o  Subtotal E(m) = Subtotal E(m) x Member System 
AlloWfiDn h t b  

11 Adjustmentfor (0ver)lUnder Recovery, 
as appllceble 

12 €(in) = Subtotal E(m) plus (0ver)lUndar Recovery 

13 R(m) i: Average Monthly Member System 
Revenue for the 1'2 Months Ending wllh lhe 
Current Expense Month (Form 3.0) 

14 GESf? 
E(m) I R(m); as a % of Revenue 
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East Kantucky Power Cobperalive, lnc. 
Envlronrnental Surcharge Report 

ReVehue Requlrbrnenls OF Envlronmental Compllanca Costs 
Forthe Expense Month oFEndIng March 3'f, 2005 

Deterniinalion of Environmental Compliance Rate Bas& 

Ellgibfe Pollution Cdntrol Plant (Gioss Plant) 
Eligible Pollullon CWlP 

Subtotal 
Addilloris: 
lnvenlory -Spare Pa* 
inventory - Llmestone 
lnventoiy - Ernlssion Allowances 
Cash Working Capital Allowance 

Subblal 
Deducllons 

Attacfiinclnt 4 
Page 22 of 28 

BO&A MHIBIT 3 
PAGE 1 OP 7 

Accumulated Depreciation on dlglble Polluiion Control Plant 

Enviiunrnenlal Compliance Rate Base 
Subtotal 

Determination of Pollution Control Operating Experlses 

Monthly OBM Expense 
Monthly Depreciation and Arnbrtlzalion Expense 
Monthly Taxes Other Then Income Taxes 
Monthly lrisurance Expense 
Monthly Emlsslon Allowance Expense 
Monthly Surcharge Consultant Fee - 

Tolal PolluUon Conlrol Operating Expense 

Gross Proceeds from ByPrdduct alld Emlsslon Allowance Sai& 

Total Pidctieds from By-product and Allowance Sales 

(0ver)IUhder Recdvery of Monthly 
Sbrcharge Due to Timing Differences 

E(m) Revenue Requirement for SIX Monlh 
Period Ending . 

1 

2 Revenue Collecled for Slx-Month Period Endlng $ 

3 Nei (0ver)lUnder Recovery (Row 1 -Row 2) $ 

4 Amorthation of Net (0ver)lUnder Recovery 
Llna (3) I 6 

Form 2.0 
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East Kentucky Pbwer cooperative, Inc. 
Environmental Surcharge Report 

inventories of Spare Parts and'Limesione 

For the Month Ending March 31,2005 

Attachmeht 4 
Page 24 of 2B 

BOSTA EEEBK 3 
PAGE 3 OR 7 

Form 22 



East Kentucky Power Cooperative, Inc. 
Environmental Surcharge Report 

Inventory and Expense of Ernlsslon Allowances 

PSC Request 4 
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AHiicRmdnt 4 
Page 25 of 28 

BOSTA MHlBiT 3 

For the Month ending March 31,2005 

- soz Allowances __________7 

PAGE 4 OF 7 
F o n  2.3 

I' 
- 

NOx Allowances 

Quantity . I I I I I 
Dollars I_ 

$/Allowance . I I I I 
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East Ket cky Power Cooperative, I r  
Environmental Surcharge Report. 

Form 2.4 

3grin Expenses and Determination of Cash Working Capital Allowanct 

AWchnia'iit4 
Page 26 df 28 

BOSTA EXHIBIT 3 
PAGE 5 OF 7 

For the &pense Month Ending Merch 31,2005 

0th previous month 
9th previous month 
6th previous month 
7th previous month 
6th previous month 
5th previous month 
4th previous month 
3rd previous month 
2nd previous month 

Previous month 
Current month 
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ExpdnieType 

I Milnlenanw 

East Kcnhlcky Pdvm CDOpCmtlvO, Ihc 
Envlronrncntll Surcharge 

OpcrAUng and filninlenanco Exponscs 
For the Expeko Month Ending Mamh 31,2005 

Account DescrIfiUon Amount 

- 
I1 Alr Psnnll FQm 

50821 
50631 

M I S ~  Swrn &war Ehvhmnenlal bale 
Mlsc Sleern Power Envlmnrnenlal Coopsr 

, 60646 , . ,  . Mlsc Sleam Povier Envlmnrn6ntll Spurlock p , , $ '  , % " - .  

Abchiiient 4 
PED0 27 Of 7.8 

BOSTAIKEL!JIT3 
PAGE 6 OF 7 

Form 2 5  

ill OperaUng Expense -Ammoola and Llmeslone 
50841 
50842 
50044 

Mlsc Sleam Power Expense - Spudock 1 
Mlsc Sleam Power Expense - Spurlock 2 
Mlsc Slearn Power Expense - Glibert 
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APPENDIX B 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NOS. 20fl4-00321 and 20fl4-00372 DATED March 17,2005 

Monthlv Reportino Format for Pass Throuqh Mechanism 

The attached reporting format should be submitted by the Distribution Cooperatives 
along with East Kentucky’s monthly environmental surcharge report. 
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EAST KENTUCKY POWER COOPERATIVE, N C  

For All Counties Served 
P.S.C. No. 29 

Original Sheet No. 27 
Canceling P.S.C. No. 28 

Original Sheet No. 27 - 
I .- -- 

RATE ES - ENVIROMMENTAL SURCHARGE 

APPLICABDLITY 

Applicable to all sections ofthis rate schedule and this rate schedule shall apply to each Member .. 
System. 

AVAaABILITY 

This rate schedule shall apply to EKPC rate sections A, 8, C, E, and G and all special contracts 
with rates subject to adjustment upon the approval of the Commission. 

RATE 
The Environmental Surcharge shall provide for monthly adjustments based on a percent of 

revenues equal to the difference between the environmental compliance costs in the bose period and in 
the current period based on the following formula: 

CESF = E(m) / R(m) MESF = CESF - BESF 

MESF = Monthly Environmental Surcharge Factor 
CESF =Current Environmental Surcharge Factor 
BESF =Base Environmental Surcharge Factor of 0.51% 

where E(m) is the total of each approved environmental compliance plan revenue requirement of 
environmental costs for the current expense month and R(m) is the Ievenue for the current expense 
month as expressed below. 

Definitions 

(1) E(m) = [(RB/12)(RORB) -+ OE -BAS 5 (0ver)Uuder Recovery 

where: 
(a) RB is the Environmental Compliance Rate Base, defined as electric plant in 
service and CWIP for applicable environmental projects adjusted for accumulated 
depreciation, cash worlcing capital, spare puts and limestone inventory, emission 
allowance inventory; 
(b) RORB is the Rate of Retum on the Environmental Compliance Rate Base, 
designated as the average cost of debt 

T I T L E -  

Executive Dlrector 
CASE NO __ 200A-00464 
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EAST KENTUCICY POWER COOPERATIVE, INC 

For All Counties Served 
P.S.C. No. 29 

Original Sheet No. 28 
Canceling P.S.C. No. 28 

Original Sheet No. 28 
- - 

(c) OE is the Monthly Pollution Control Operating Expenses, defined as the 
average of the twelve month operating and maintenance expense; depreciation 
expense, property taxes, insurmce expense, emission allowance expense, and 
consulting fees. O&M expense for the pollution-control related equipment at the 
Gilbert generating unit will be recovered by including an average of the monthly 
expense as the IJnit begins operation; 
(d) BAS is the net proceeds from By-Products and Emission Allowance Sales, 
and; 
(e) (Over) or Under recovery amount as amortized from prior six-month period. 

('2) Total E(m) is multiplied by the Member System Allocation Ratio to wive at Net E(m). The 
Member System Allocation Ratio is based on the ratio of the 12-month total revenue &om sales 
to Member Systems to which the Surcharge will be applied, ending with the current expense 
month, divided by the 12-month total revenue &om sales to Member Systems and off-system 
sales. 

(3) The revenue R(m) is the average monthly revenue, including base revenues and automatic 
adjustment clause revenues less Environmental Cost Recovery Surcharge revenues, for EKPC 
for the twelve mouths ending with the current expense month. 

(4) The current expense month (m) shall be the second month preceding the month in which the 
Environmental Surcharge is billed. 

PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

DATE OF ISSUE /~Iuunc 7.20U.5 

CASE NO- 2004-00465 -DATED 
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DATE EFFECTIVE-. Scrvicc rcndond hcsinninr. lulv 1.20I15 - 

(Signoolrc ofomccr) ' 
.- 

ISSUED BY- 

3lTL.E PrcsidentlCEO 

FOR ENTIRE TERRITORY SERVED 
Community, Town or City 

P.S.C. ICY" NO. 6 - 
Oririnal SHEETNO. 38 

PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

PURSUANTTO 807 KAR 5:011 

EFFECTIVE 
7/1 /ZOO5 

SECTION 9 (1) 

Owen Elecbic Coouerative. Inc. 
- 

CLASSIlilCATION OF SERVICE -I 

A V W I L l T Y  

In all of the Company's service territory. 

APPLICABlLrn- 

This rate schedule shall apply to all electric rate schedules and special contracts. 

CES(m) = ES(m) -BESF 

where CES(m) = Current Month Envirnnmental Surcharge Factor 
ES(m) = Current Month Environmental Surcharge Calculation 
BESF = Base Environmental Surcharge Factor of 0% 

ES(rn) = [((WESF) x (Average of 12-months ended revenues from sales to Member Syslem, 
excluding environmental surcharge)) .t' (0ver)Rlnder Recovery] divided by 
[Average OF 12-months ending Retail Revenue (excluding environmental surcharge)] = 

% 

where WESF =Wholesale Environmentnl Surcharge Factor For Current Expense Month 

DATE OF ISSUE M m h  17.2005 _- 
Month/DnlclYcm 

BY AUTHORl'IY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

Executive Director 

IN CASENO. 21104.00372 
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rendered bealnninR July I .  2005 

/ 1 ( S i g l d t ~ r c o ~ ~ ~ c c r ~  

FOR ENTIRE TERRITORY SERVED 
Community, Town or City 

P.S.C. KY. NO. 6 

Orieinnl SHEETNO. 39 

PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

EFFECTIVE 
7/1/2005 

Owen Electric CooDerative. inc. 

-- 
- CLASSJFKATION OF SERVICE I__- 

(0ver)AJnder Recovery = 

6-months cumulative (over)/under recovery as defined by amount billed by EKPC to Member System 
minus the amount billed by Member System to retail customer. Over or under recoveries shall be 
omortized over n six-month period. 

BESF =zero 

BULING 

The current expense month (m) shall be the second month preceding the month in which the 
Environmental Surcharge is billed. 

- 
DATE OF ISSUE Mnmh 17.2005 - 

Monlhl Dutcl Ycnr r 

PURSUAFITTO 807 KAR 5:011 I SECTION 9 (1) TITLE- PrcsidcntlCEO 

BY AUTHORI?Y OF ORDER OFTHE PUBLIC SERVlCE COMMISSION 
IN CASENO. - 2004-Dfl372 _- 

Execullve Director 
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GALLATIN/CIEC/EKPC 

AGREEMENT FOR ELECTRIC SERVICE 

THIS AGREEMENT is made this 25th day of March, 2005, among EAST KENTUCKY POWER 

COOPERATIVE, INC., hereinafter referred to as "EKPC," OWEN ELECTRIC COOPERATIVE, 

hereinafter referred to as "OEC," and GALLATIN STEEL COMPANY, hereinafter referred to as 

"Gallatin Steel", for the purposes of providing electric service to Gallatin Steel. 

WHEREAS, EKPC, OEC and Gallatln Steel entered Into a Special Agreement for Electric 

Service dated October 27, 1994 (1994 Agreement); and 

WHEREAS, the '1994 Agreement was approved by the Kentucky Publlc Service Commission by 

Order dated April 14, 1995; and 

WHEREAS, the 1994 Agreement has a ten year Initial term which expires May 31, 2005; and 

WHEREAS, EKPC, OEC and Gallatin Steel have been in negotiations for approximately two 

years to agree upon a replacement all-requirements contract for service beginning June 1, 2005; and 

WHEREAS, OEC regularly resells and distributes electric power and energy and satlsfies all of 

its requirements for electric power and energy by purchases from EKPC; and 

WHEREAS, Gallatin Steel requires the resources of both OEC and EKPC to fully ensure the 

supply of electric power and energy to the Gallatin Steel Plant: and 

WHEREAS, EKPC and OEC desire to continue to serve the electric load associated with 
I I 

I Gallatin Steel's steel manufacturing operation under the te s~~~~~~~~~~~~~~~~~~ 
OF KENTUCKY 

Service; and EFFECTIVE 

I 6/1/2005 
WHEREAS, this Agreement is sublect to approval by t K e n ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ l ~ s i o "  



I .  

all meters on the Gallatin plant site. 

b. The maximum on-peak contract demand will 

Agreement, but can be increased, with 30-day 
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PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

EFFECTIVE 

be 1 8 ~ ~ ~ ~ ~ ~ ~ q ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  this 
notice, if Gail8~%l??&b production 

Cooperative Finance Corporation. 

THEREFORE, upon consideration of the mutual covenants and undertakings hereinafter set 

forth, the parties agree to the following: 

- 2 -  

I., Plant Description. The Gallatin Steel Plant is a thin-slab steel mill owned and operated 

by Gallatin Steel in Gallatin County near Ghent. Kentucky. The plant is configured on the basis of a 

single D.C. power supply for twin shell electric arc furnaces which feeds a thin slab caster io a six stand 

rolling mill on a continuous basis, The electrical load primariiy consists of the direct current to the 

electric arc melting furnaces fed by two transformers each nominally rated at 75 MVA; ladle metallurgy 

stations nominally rated at 25 MVA and 5 x 10,000 horsepower rolling mill motors, aiong with slag and 

arc-furnace dust processing equipment, small motor loads and other ancillary facilities. 

L 

II' 

5 y - m  Executive Dlrector 

2. m. The initial term of this Agreement for electric service will be the five-year period 

beginning June I ,  2005. The Agreement shall remain In effect after the initial five-year term from year 

to year thereafter: provided however that the Agreement may be cancelled after the initial five-year term 

by OEC, EKPC or Gallatin Steel upon giving 12 months advance written notice. 

3. Demand Charqe and Bllllnq. Demand shall be the average kW demand occurring at the 

Gallatin Steel Plant site during any fifteen-minute period beginning at any standard clock hour or 15,30, 

or 45 minutes after any standard clock hour. 

a. Billing Demand shall be the greater of the highest-average kW demand occurring durlng 

a 15-minute measurement in the peak period or 83.33 percent of the highest average 

IkW demand occurring durlng a 15-minute measurement in the off-peak period in the 

current bllllng month. The Biiling Demand will 
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facilities at its existing production site. Gallatin wlll notify EKPC/OEC of the estimated 

load associated with the new production facilities at the existing site and all parties must 

agree In writing if the increased load Is expected to be 15 MW or more. Gallatin Steel will 

be charged $5.39/KW/month for billing demand at or below 180 MW In on-peak periods. 

If billing demand exceeds 180 MW during an on-peak period, then Gallatin will be 

charged at three times the demand rate of $5.39/KW/month, or $16.17 KWlmonth for the 

excess demand above 180 MW. If billing demand exceeds 120 percent of 180 MW 

during an off-peak period, or 216 MW, then Gallatin will be charged three times the 

demand rate of $5.39/KW/month, or $16.17 KWlmonth for the excess demand above 

216 MW. OEC/EKPC will give Gallatin Steel Notice of Unavailability on Friday morning 

by l0:OO AM EST If the additional 20% is not available for the weekend. Notice of 

Unavailability will be made by 1O:OO AM EST the day before a holiday. OEClEKPC wlll 

only issue a Notice of Unavailability if circumstances warrant, such as an extended 

scheduled outage or forced outage at one of EKPC's generating units or in anticipation 

of high peak demand. In the event of such Notice of Unavailability, then Gallatin Steel 

will pay the excess demand charge of $16.17/KW/month on the MW amount In excess of 

180 M W  if demand during the on-peak hours of the weekend or holiday exceeds 180 

MW. 

c. For purposes of the demand charge, on-peak hours are defined as follows: 

I. October through April: everyday from 7:OO AM to 12:OO noon EST and 5:OO PM 

to 1O:OO PM EST provided however that weekend and holiday hours shall be 

deemed to be off-peak unless OECE 

other hours are off peak. 

il_ May through September: everyday fro 

however that weekend and holiday hou 

Executive Director 
BY 

- 3 -  
I I 
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OEClEKPC give Notice of Unavailability. All other hours are off-peak, 

4. Firm and lnterruotible Demand. 15 MW of Demand shail be designated as Firm Power 

Demand. All Demand exceeding Firm Power Demand, up to 180 MW total Demand, shall be 

designated Interruptible Demand. interruptible Demand service to Gallatin Steel will consist of two 

primary categories: 

a. Ten Minute interruptible Demand Service which shall consist of the 120 MW electric 

arc furnace melt shop. The interruptible credit for this ioad wlli be $3,6OlkW/month; 

and 

b. Ninety Minute Interruptible Demand Service which shail be all remaining plant load. 

except the fin load and Ten Minute interruptible Load. The Interruptible credit for 

this load will be $2.70/kW/month. 

c. Interruptible Demand Service may be interrupted by EKPC upon the following 

advance verbal, including telephonic, notlce to Gallatin Steel (unless a shorter notlce 

is agreed to by the parties): 

Pursuant to Ten Minute interruptible Service, EKPC may require Gallatin Steel to 
reduce its demand to no more than the total of the designated Firm Power 
Demand Service Level plus the designated Ninety Mlnute Demand Service Level 
within ten minutes of notification; 
Pursuant to Ninety Minute Interruptible Service, EKPC may require Gallatin Steel 
to reduce its demand to no more than the designated Firm Power Demand within 
ninety minutes of notification. 

- 

To provide notice, EKPC has Installed a direct communications line between the EKPC Control Center 

and the Gallatin Steel Control Center. The notice will take effect when the phone call Is initiated at the 

Y?l@/dt5medk EBrnlMrn' EKPC Control Center. It is Gallatin Steel's responsibility to b 

someone is available 24 hours per day, 365 days per year t 

shail specify: (a) the time at which the Interruption period w 

being interrupted, (c) the time at which the intermptlon Is ex 

mptiy a n @ a w m e  notice 
11/20 5 

mpoe, jbhf i&ym gffiqrvice 

to termin%+?%2'(*'B,'IAe maximum - 
/' 

Executive Director 
BY- 

- 4 -  
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load which Gallatin Steel may impose during the period of interruption. EKPC may extend or shorten 

the period of interruption noticed by advising Gallatin Steel of that action prior to the expiration of the 

noticed period. If an interruption is called for, the load to Gallatin Steel shail be restored as soon as 

practicable. 

5. Conditions For Ninetv Minute And Ten Minute Interruptible Service. Interruptions may 

not exceed 360 hours in each 12 month period beginning June Is 2005. The rnaxlmum number of 

monthly interruptible hours shall be 100. Interruptions shall be limited to two per day. Gallatin Steel's 

load shall be subject to economic interrtrptlons (Le., non-physical interruption) for any reason except 

selling power off-system and Its interruptions are Independent of interruptions for any other customer. 

6. -to Interruot. With respect to the Ten Minute Interruptible Demand Service, if 

Gallatin Steel has not Interrupted its melt shop load within the ten minute notice period, then EKPC 

shaii have the right to automatically shut down the melt shop load and Gallatln Steel shall Incur no 

penalty. In the event that EKPC sends a signal to automatlcaiiy shutdown the melt shop and the 

interruption does not occur, Gallatin will be subject to the penalty. Should Gallatin Steel not interrupt its 

Ninety MiflkJte interruptible Demand Service when or to the extent called for or should an EKPC signal 

fail to interrupt Gallatln Steel's ten-minute Interruptible Demand Service load, Gallatin Steel shall pay a 

penalty of five (5) tlmes the firm power demand charge then in effect for each kW of demand that 

should have been Interrupted as called for under the t e n s  of this Agreement. in addition, if by virtue of 

Gallatln Steel's demonstrated and repeated inability to Interrupt service, EKPC, after consultation wlth 

Gallatln Steel, may reclassify Gallatin Steel's load as firm until Gallatin Steel can establish that the load 

should be classified otherwise. Physical Interruptions shall be called only when EKPC determines that 

such interruption may be necessary to prevent interruption of 

firm off-system customers, or If EKPC's Reliability Coordinat 
EFFECTIVE 

load be interrupted or for load following compliance as specifie in Section 1Zc h6/WOs 
PURSUANT TO 807 I<AR 5:Oll 

SECTION 9 (1) 7. Buv-Throuah of Interruptions. Gallatin Steel s all have the option to buy-through any 

Executive Director 
- 5 -  
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economic Interruption. The buy-through cost shall be EKPC's actual incremental (out-of-pocket) cost of 

purchased power to serve the Gallatin Steel load with no mark-up or additional charge. Interruptible 

buy-through power shall be subject to the OEC distribution charge. EKPC shall provide to Gallatin 

Steel, solely for informational purposes and not for billing purposes, the buy-through price reasonably 

expected to be Incurred at the tlme notice of interruption is given. When the buy-through costs incurred 

by Gallatin Steel (net of energy charges that would have been billed to Gallatin Steel during the period 

of economic interruption) in each twelve month period, beginning June 1, 2005, equals the amount of 

the annual interruptible credits, then economic interruptions shall terminate; provided however that 

Gailatln Steel shall remain subject to physical interruptions at all times during the term of thls 

Agreement up to the maximum number of Interruptible hours authorized under this Agreement. Annual 

interruptible credits, for purposes of thls Section 7, shall be based on the Arc Furnace interruptlble load 

of 120,000 KW multlplled by the 10 minute lnterruplible credit of 53.6O/KW, multiplied by 12; plus the 

remaining interruptible load of 40,000 KW rnultlplled by the 90 minute Interruptible credit of $2.70/KVV, 

multiplied by 12. 

8. Enersv Charses. The off-peak energy rate will be 2.0 centsKWh. For purposes of the 

energy rate, the off-peak hours will be 1000 PM to 1000 AM EST Monday through Friday for May- 

September plus all weekend and holiday hours; and 1O:OO PM to 7 AM EST Monday through Friday 

and Noon to 5:OO PM EST Monday through Friday for October-April, plus all weekend and holiday 

hours. All other hours wlll be on-peak. The on-peak energy rate will be 2.3 centslKWh. The on-peak 

and off-peak energy charges will be subject to change as a result of any future FAC basing point 

change approved by the Commisslon. 

9. Distribution Charses. OEC's Distribution Ch ge for a I power and energy will e 
PUBLIC SERVICE COMMISSION 

$.000285 per kilowatt-hour and 5.0375 per kilowatt, delivered y EKPC/OEil3PrJ(@Jlp~~el through 
EFFECTIVE 

both the EKPC 345 KV line and the Gallatin County substation. hese ratffi are fidi%Wr the life of the 
PURSUANT TO 807 KAR 5:OI 1 

Agreement. i SECTION 9 ('1) 

- 
I' 

Executive Director 
BY - 

- 6 -  
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10. Fuel Adiustment Clause. Gallatin Steel will be charged the EKPC system fuel .- 
adjustment clause (FAC) In conformity with 807 KAR 5:055. 

11. Environmental Surcharqe. Gallatin Steel will be charged the OEC environmental 
.,-- 

surcharge in conformity with KRS 278.153. 

12. Load Followinq. The charges for load following are as follows: 

a) $65,000 per month in the event that EKPC is subject to the North American Electric 

Rellabllity Council's (NERC) CPS-2 standards and EKPC continues to incur load 

following costs caused by Gallatin Steel. 

b) In the event that EKPC is subject to either a test or a permanent change in NERC 

standards, Gallatin Steel will not be subject to a monthly charge for load following 

unless EKPC determines, In the course of continuous monitoring of compliance with 

such standards that violation of the standard Is Imminent without providing specific 

load following for the Gallatin Steel load. If EKPC fails to meet either applicable test 

standard or permanent standard, or otherwise determines that specific load following 

for Gallatin Steel Is the only means available to meet such standards, Gallatin Steel 

will be charged $65,000 per month for all months that such load following Is required. 

OEClEKPC and Gallatln Steel agree to Immediately discuss the reasons for the 

failure to meet the standard and will endeavor to resolve the issue for future service 

as expeditiously as possible. In no event will Gallatin Steel be charged more than 

$65,000 per month for load following. 

c) During a period when EKPC is operati 

equivalent standard) and Galiatln Steel is n 

load following. If EKPC Is facing violatio 

interconnect frequency, EKPC has the right 

-1-  EXECUtiVE Director 
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a minimum notice of 10 minutes. Such interruptlons will count toward the 360 hours 

of interruption required pursuant to the provisions of Section 5. Further. such 

Interruptions shall be limited to a maximum of 30 minutes per incident, 5 times per 

month and 10 hours per year. During a period when EKPC Is operating under NERC 

Standard 300 (or an equivalent standard), Gallatin Steel may elect to avoid the 

interruptlons called for under this Paragraph 12(c) by paying $65,000 per month. The 

payment for load following costs does not negate the right of EKPC to interrupt 

Gallatin when a physical interruption is necessary to prevent interruption to firm, 

native load customers or firm, off-system customers. Such physical interruption will 

not be subject to a buy-through provision. 

d) Gallatin Steel will provide short-term prediction of its load in real-time on an on-going 

basis throughout the duration of the contract. The exact nature of these predictions 

will be determined through discussions between Gallatin Steel and EKPC. At a 

minimum, the predictions wiil consist of a predictlon of EAF loading 5 minutes ahead. 

13. EKPC Mlnimuma. The minimum monthly bill for the EKPC portion of the Gallatin bill 

will consist of the sum of the following. 

a. The monthly demand charge net of all interruptible credits applied to 50 percent of the 

maximum contract demand (180 MW) plus: 

b. Energy Charges, Fuel Adjustment Clause charges, Environmental Surcharge, if actually 

incurred during any month. Gallatin will be subject to a minimum energy bill amount 

equivalent to the energy charges minus the fuel base per kwh, multlplied by 65,700 

MWH (50% of maximum energy). 

For the duration of the Agreement, for each time Gallatin has 

reason, the EKPC portion of Gallatin Steel's minimum bill sh 

PUBLIC SERVICE COMMISSION 
OF KENTUCKY 

shut down opk$y,$$!#k piant for any 

- 8 -  Executive Dlrsctor BY 
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..9- 

the amounts calculated under sections a and b above, and at such time as said 12 months of payments 

have been made, the EKPC minimum bill will be suspended until such time that Gallatin Steel resumes 

operation. 

14. OEC Minimum Bill. The Distribution charge for OEC shall consist of 50% of maximum 

contract demand (180 MW) applicable to the $.0375/KW OEC demand charge and 50% of maximum 

energy, or 55,700 MWH, applicable to the $.000285/kwh OEC energy charge. For the duration of the 

Agreement, for each time Gallatin has to shut down operation of Its plant for any reason, the OEC 

portion of Gallatln Steel's minimum bill shall not exceed 12 months of payments of the amounts 

calculated under sectlons a and b above, and at such time as said 12 months of payments have been 

made, the OEC minimum bill will be suspended until such time that Gallatin Steel resumes operation. 

- 
I' 

BY- Executive Director 

15. Contlnuincl KPSC Jurisdiction. The rates, terms and conditions of this Agreement for 

electric service shall be subject to modification or change by order of the KPSC during ihe initial five 

year term and thereafter. 

16. Meterincl and Load Control. Gallatin Steel will provide space, structure, bus and 

switches for appropriate metering equipment, and provide static VAR control and harmonic control 

equipment and current and potential transformers. EKPC will supply secondary metering equipment 

and will continue to make available clock and metering pulses for Gallatin Steel's load mntrol 

equipment. The electric service to be provided hereunder shall be three phase, 60 hertz at 345 kV and 

at 34.5 kV as specified herein. 

1'7. Prudent Utllitv Practice. Each party shall design, construct and operate Its facilities in 

accordance with prudent electric utility practice in conformity with generally accepted standards for 

electric utilities In the State of Kentucky, including the National 

18. Malntenance of Equiument. Each party agrees 

equipment, and other facilities in a safe operating condition In ~0~~~~~~~~~~~ %&pted I 



. . -  
.I' 
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standards for electric utilities In the State of Kentucky, including the National Electric Safety Code. 

19. Force Maieure. If Gallatin Steel's President promptly notifies EKPClOEC in writing that 

all of Gallatin Steel's arc furnace facilities are completely out of service as the direct result of any cause 

beyond the reasonable control of Gallatin Steel, including, but not restricted to war; flood; earthquake: 

storm: fire; lightning; other acts of God; epidemic: riot; civil disturbance or civil disobedience; 

quaranllne; explosion; sabotage; breakdown or malfunctlon of equipment; disruption or threat of 

disruption of fuel supply; inability or threatened inability to obtain necessary materials, personnel, 

services or facilities; acts of public enemy; strike, lockout, work stoppage. or industrial disturbance or 

dispute, whether or not any labor dispute could reasonably have been settled or whether determined to 

have arisen out of an unfair labor practice by any Party; any act, delay or failure to act on the part of 

any state or federal governmental authority, whether legislative, executive, judicial or admlnistratlve, 

including delay or failure to act by any governmental authorlty In the issuance of any necessary permits 

or licenses or the prohibiting of acts necessary to performance hereunder or the permlMng of any such 

acts only subject to conditions whlch are unreasonable In the sole judgment of Gallatin Steel upon 

whom such conditions are imposed; restraint by court order or other public authority; failure to obtain 

the necessary authorizations or approvals from any governmental agency or authority; blockage or any 

other event@) beyond the reasonable control of Gallatin Steel, then Gallatin Steel wlll not be obligated 

to pay the EKPC minimum charges with respect to the period beginning the day following the delivery 

of the notification and for a period not to exceed ninety (90) days thereafter or until the day that all of 

the electric arc facilities first return to service, which ever occurs first. 

Gallatln Steel shall promptly notify EKPC in writing of any Force MaJeure event under this 

Section. Such notice shall Include a description of the ca 

Failure to promptly notify EKPC of a Force Majeure event 

relieved of any EKPC minimum charges. Gallatin Steel sh 

Force Majeure event and shall keep EKPC informed of steps 

txecutlve Dlrsctor BY 
-10-  

I I 
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invocation of this provision shall be limited to no more than one occurrence in any twelve (12) 

month period. This Force Majeure provision shall not affect demand charges due in any month where 

actual demand has exceeded minimum demand levels. 

Any minimum charges forgiven hereunder shall be recovered by EKPC in the event of 

dlscontlnuance of service by Gallatin Steel prior to the termination of this Agreement. The financial or 

monetary constraints or inability of Gallatin Steel shall not be considered as a Force Majeure. Nothing 

contained herein shall be construed so as to require Gallatin Steel to settle any strike, lockout, or 

stoppage, or other Industrial disturbance or dispute in which it may be involved. 

20. Verification of Incremental (Out-of-Pocket) Costs. For purposes of determining the out- 

of-pocket costs associated with the buy-through of purchased power for Gallatin Steel, EKPClOEC 

shall grant Gallatin Steel access to any information or calculatlon used to determine incremental (out- 

of-pocket) costs. Incremental (out-of-pocket) costs shall not include any EKPC demand, energy, 

environmental surcharge, or FAC charges. 

21. a n a  And Pavment. 

a. Reoular Monthlv Billinq. OEC will bill Gallatin Steel each month for the cost of 

electric power and energy delivered to Gallatin Steel during the precedlng month. 

Such bills may be rendered by EKPC/OEC on the basis of electronic meter reading 

("telemetering"). Any difference between telemetering and the actual on-site meter 

reading will be reflected as a credit or debit to the bill for the following month. 

b. Due  Date: Payment Charges and Credits. Bills received by Gallatin Steel shall be 

paid within four (4) business days after recei 

a bank designated by OEC in writing. If G 

payment on or before such due date, then 

may discontinue service to Gallatin Steel up 

Executive Dlrector 
5 Y  
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of intention to do so. Provided, however, that such discontinuances of service shall 

not relieve Gallatln Steel of any of Its obligations under thls Agreement. Within ten 

( IO)  days of Gallatln Steel's receipt of such a notice, Gallatln Steel shall have the 

right to cure Its delinquency by paylng any late balance along with any applicable late 

charges. When payment Is late, Gallatin Steel WIII pay a late charge based on the 

same rate that OEC normally imposes on its commercial and industrial customer 

members. In the event OF a bona-fide billing dispute, Gallatin Steel shall pay all such 

amounts to OEC. Such amount shall be subject to refund depending upon resolution 

of the dispute. 

c. Gallatin agrees to provide a form and amount of bill payment security acceptable to 

OEC, and payable to OEC, for the duration of the Agreement. The amount of 

payment security may be changed at the request of OEC to match any change In 

load by Gallatin. Such payment security may be equal to, but shall not exceed one 

and one-half times the amount of Gallatln's average monthly bill. The payment 

security shall be promptly payable to OEC, upon demand, due to non-payment by 

Gallatin. and In accordance with the conditions set forth in Sections a and b above. 

22. Points of Dellvew. Point of Measurement. and Meterlna. Four meters (MI, M2, M3, and 

M4) will measure the Gallatin Steel power usage. 

- M I  meters the total input to Gallatln Steel's 345 kV bus. Electrically, it Is located 

Inside the Gallatin Steel Substation; physically, it may be located either Inside or 

outside the Gallatln Steel Substation. 

- M2 and M3 meter the Input to EAF Nos. 1 

located on the 34.5 kV side of Gallatln Stee 

the EAFs. The readings for M2 and M3 will b 

for meters located on the 345 kV side of the 

- 
- 1 2 -  txacutive Dlrector 
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-13 -  

will coordinate ownership and specifications of metering transiormers and locations 

of the meters. 

Executlvo Uirector 

- M4 meters the load served from the EKPC 138 iW system. This meter is located on 

the 34.5 kV side of the Gallatin Steel Substation. The readings wlli be adjusted to 

give equivalent values for a meter located on the 138 kV side of the Gallatin County 

Substation transformer. 

23. Voltaqe fluctuations. Gailatin Steel and EKPC shall cooperate to see that Gallatin's 

load is operated in accordance with prudent utility practices. Gallatln Steel agrees to operate its facility 

to reduce voltage fluctuations or harmonic distortions in accordance with past practices during the initial 

IO-year period of operation. EKPC or QEC will notiw Gallatin Steel if its operations cause voltage 

fluctuations or harmonic distortions which result in interference with EKPC, OEC or KU service to other 

customers, and will attempt to identify and help Gallatin Steel correct s!ah problems. Any substantial 

deviation from past practices that would cause additional voltage fluctuations or harmonic distortions 

requires approval from EKPC, OEC and KU. If Gallatln Steel falls to install and/or to operate the 

necessary facilities on its premises to correct the voltage fluctuations or harmonic distortions of Its load, 

or to prevent such voltage fluctuations or harmonic distortions from interfering with EKPC, OEC or KU's 

supply of service to other customers, OEClEKPC shall have the right to deny service to Gallatin Steel. 

Any voltage fluctuations or harmonic distortions shall be corrected within twenty-four (24) hours after 

written notice from OEClEKPC to Gallatin Steel stating the voltage fluctuation or harmonic distortion 

problems. 

24. MembershidCapital Credits. Gallatin Steel shall be a member of OEC, shall pay the 

adopted by OEC. Provided, however, that during the term of fhi Agreementml f 

prevail over any such rule or regulation in the event of any inc nslstenc exce @k%?h table to the 

Kentucky Public Service Commission. 

E f  !f 
P&SUA8T TO 807 &R 5:O 11 

SECTION 9 (1) t 
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OEC Is a non-profit Kentucky corporation and Gallatin Steel will benefit from any savings or 

reductlons In cost of service in the same manner as any comparable customer as authorized by the 

Kentucky Revised Statutes, and by OEC's Articles of Incorporation and Bylaws. Gallatin Steel shall 

particlpate in capital credits of OEC In accordance with Kentucky Revised Statutes and OEC's and 

EKPC's Artlcies of Incorporation and Bylaws. 

25. Liabilltv For lnterruotion Of lnterruotible Demand. It is understood that the interruptible 

portion of the power supplied pursuant to this Agreement Is provided to Galiatin Steel for Gallatin 

Steel's benefit in controlling costs. Neither OEC nor EKPC shall be liable to Gallatln Steel for any 

losses whlch may accrue to Gallatin Steel due to Gallatin Steel not being prepared to be interrupted 

when a notice of interruption Is duly given in accordance with the terms of Paragraph 4. 

26. Meter Testina And Billlno Adlustment. EKPCIOEC shall test and calibrate meters, or 

cause them to be tested and calibrated, by comparison with accurate standards at Intervals of twelve 

(12) months. EKPWOEC shall also make, or cause to be made, special meter tests at any time during 

normal business hours at Gallatin Steel's request, The costs of all tests shall be borne or provided for 

by EKPCIOEC, provided, however, that if any special meter test made by Gallatln Steel's request shall 

disclose that the meters are recording accurately, Gallatin Steel shall reimburse EKPCIOEC for the cost 

of such test. Meters registering not more than one (1%) percent above or below normal shall be 

deemed to be accurate. The readings of any meter which shall have been disclosed by test to be 

inaccurate shall be corrected for the period during whlch meter error is known to have existed , or if not 

known, for one-half the elapsed time since the last such test In accordance with the percentage of 

Inaccuracy found by such test. If any meter shall fail to register for any period, the parties shall agree as 

to the amount of kW Demand and energy furnished durlng 

on Gallatin Steel's operating records for the period in qu 

pertinent data and records. and OEC shall render a bill to Ga 

27. Riqht Of Access. The duly authorized agent 

EFFECTIVE 

-14-  Executive Director 
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have free access at all reasonable hours to the premises of Gallatin Steel for the purpose of installing, 

repairing, inspecting, testing, operating, maintaining, renewing or exchanging any or ail of their 

equipment which may be located on the premises of Gallatin Steel, for reading or testing meters, or for 

performing any other work Incident to the performance of this Agreement. 

The parties agree to properly protect the property of each other party located on its premises, 

and to permit no one to inspect or tamper with the wiring and apparatus of the other party except such 

other party's agents or employees, or persons authorized by law. It Is agreed, however. that no party 

assumes the duty of inspecting the wiring or apparatus of any other party and shall not be responsible 

therefor. 

28. Responslbilltv for Oamaqes or Loss. The electric power and energy supplied under this 

Agreement is supplied upon the express condition that after it passes the Point of Delivery it becomes 

the responsibility of Gallatin Steel, and neither OEC nor EKPC shall be liable for loss or damage to any 

person or property whatsoever, resulting directly or indirectly from the use. misuse or presence of the 

said electric power and energy on Gallatin Steel's premises, or elsewhere, after it passes the Point of 

Delivery except where such loss or damage shall be shown to have been occasioned by negligence of 

EKPC or OEC, their agents or employees. 

29. -of Power. The parties understand and agree that Gallatin Steel purchases and 

accepts the power and energy delivered to it under this Agreement solely for the use of Gallatin Steel's 

steel manufacturing plant operation, Including typical on-site anclliary loads. The parties further 

understand and accept that Gallatin Steel purchases and accepts such power solely for the benefit of 

Gallatin Steel and its steel manufacturing process. 

~~~~~~~~~~~~~~~ 

30. Continuity Of Service. OEC and EKPC shall 

public utility in Kentucky to provide a constant and unlnterrup 

hereunder. if the supply of electric power and energy shall fa 

through acts of God, Governmental authority, action of the el 

supply of %$#$#wnd energy 

be -&& % &qww FjqjvFtlve 

nts, public enemy, acc Id ent. strikes, 

6/1/2005 

SECTION9 1 

- 
I 
L 

Executtve Dlrector 
- 15- Y "7 
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labor trouble, required maintenance work, or any other cause beyond the reasonable control of OEC 

and EKPC, they shall not be liable therefor or for damages caused thereby. (The foregoing paragraph 

is not intended lo mitigate OEC's and EKPC's rights to Interrupt service as provided for In Paragraph 5 

or 12c). 

31. Assionment. No party to this Agreement may assign Its rights hereunder without the 

consent of the other, which shall not be unreasonably withheld; except that a party may, without the 

consent of the other, assign, pledge or hypothecate its rights hereunder to its trustee or mortgagee 

under a mortgage, Indenture or trust indenture, and being so pledged or assigned, shall be subject to 

all the terms and provisions of such mortgage or trust Indentures. Provided, further, that Gallatin Steel 

may assign this Agreement to an entity recognized as flnanclally and technically capable by EKPC and 

OEC which may hereafter acquire or operate the Gallatin Steel Plant In the same manner, to the same 

extent, and for the same purposes as originally operated by Gallatin Steel. Such recognitlon shall not 

be unreasonably withheld in appropriate cases. No assignment shall relieve the assignor of its 

obllgatlons hereunder without the written assent of the other parties to accept the assignee as a 

substitute obligor. 

32. Aoproval. The rates and charges for electrical service established hereunder are subject 

to approval by the Kentucky Public Service Commlsslon pursuant to Kentucky Revised Stalutes, 

Chapter 278, and any necessary approvals by the Rural Utllities Services and the National Rural 

Utilities Cooperative Finance Corporation. The parties covenant to use their best efforts to forthwith 

seek and support such approvals for this Agreement by flllng such papers, presenting such testimony, 

and taking such other action as may be necessary or appropriate to secure the same. 

a. Headlines of Artlcles. Headings of articles 

convenience only and shall In no way 

provision hereof. 
SECTION 9 (1) 

33. Miscellaneous. 

- 
I" -3 

Executive Director 
BY 

16- 
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b. Severability. Except where expressly stated otherwise the duties, obligations, and 

liabilities of the parties are intended to be several and not joint or collective. 

c. Govemlna law. This Agreement shall be governed by and Interpreted in accordance 

with the laws of the State of Kentucky. 

d. Waivers. Any waiver at any time by a party of its rights with respect to a default or 

with respect to any other matters arising in connection with this Agreement shall not 

be deemed a waiver with respect to any subsequent default or other matter. 

e. Prior Aoreernents. The parties hereby acknowledge that this Agreement conlains 

the entire agreement among the parties and supersedes all prior agreements and 

understandings related to the subject matter hereof. 

f. Countemarts. This Agreement may be executed in any number of counterparts, 

each of which, when executed and delivered, shall be deemed an original. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by 

their duly authorized representatives the day and year first above written. 

GALLATIN STEEL 

B .  I 
ChWFlnancial Officer 

6/1/2005 
PtJRStJANTTO 807 WR 501 1 

SECTtON 9 (1) 

7- 
,17- BY- Executive Cllreclor 
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Charlene Creager 

From: 
Sent: 
To: 
cc: 
Subject: 

Charlene Creager 
Friday, March 07, 2008 8:41 AM 
Jim Lamb 
Bill Bosta; David Eames; Fran Waddle 
Env Surcharge. Alternative Methods 

Good Morning, 

I'm attaching summaries of the analyses Fran and I have prepared regarding alternative methods for computing the 
Environmental Surcharge 

The workbook entitled "Compare ES Dist Cost Method" assumes wholesale Env Surcharge is calculated as we presently 
do (%Total Dollars) and the Retail portion is allocated to rate classes based on percent of rate class portion of wholesale 
power bill. 

The workbook titled "Compute ES per MWH Basis" assumes the Env Surcharge is allocated on a per MWH basis at 
wholesale and retail level. 

Please call me (ext 759) or Fran (ext 271) if you have questions or concerns. 

Charlene Creager 
Senior Pricing Analyst 
East Kentucky Power Cooperative 
Phone 859-745-9759 
e-mail: charlene creageraekpc. coop 

b llmlarnb 3-07-OKollmLamb 3-07-08 
Compute E5 ... Compare ES D. .. 

Tracking: Recipient 

Jim Lamb 

Bill Bosta 

David Eames 

Fran Waddle 

Read 

Read: 3/7/2008 8 4 4  AM 

R e a d  3/10/2008 7 4 9  AM 

Read: 3/7/2008 210 PM 

Read: 3/7/2008 1 0 2 9  AM 

1 
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MEMBER COOPERATIVES PSC Request 4 
RETAIL ENVIRONMENTAL SURCHARGE SlMWH METHOD COMPARED T O  CURRENT METHOD 

INDUSTRIAL, NON-INDUSTRIAL 
TEST YEAR U'N3012006 

Page 88 of 95 

CURelit %s 
Surdinrgc Total % 

Billinp Current 

Imputed % at 
SIM W H 
Mclhod Totnl % SIMWH 

Nos-Isdustrial 
Eliic Grnrr 
lnduslrial B/C R a m  
Non-lndusli ial 
rnid AII ~ ~ o s s c s  

g&& 
Non-leduslrial 
Cumhcrlnnd Vnllev 
Non-Industrial 
- 
Industrial BIC Rates 
Nan-Industrid 

Total All Classes 
Flcminc-Mnron 
Industrial BIC Rvles 
Island Container 
Inland SIear" 

Nos-Industrid 
rcnnesste G ~ S  

T ~ t d  All Clnsscs 

liidustrinl BIC Ralcs 
Grousol, 

Non-Industrid 

Il,tcr-Coanl" 
lixlustrial BIC Rvtcs 
Non-lsdusti ial 

Total All Classes 
.Inrkron 
Industrid BIC Rates 

Totnl All Clnsscs 

row AII CIOSSCS 

Nail-lsduslriul 

Lirkinc Vnllcy 
Non-lsduslt iBI 
Nolin 
liiduslrivl BIC Rates 
AGC 
Non-lsduslrid 

- 

Total All Closscs 
Qy$J 
lnduslrial BIC Rntcs 
Gollalin Slccl 
Nan-lnduslrial 

rota1 AII C I W ~  

Induslriul BIC Rates 
Non-lsdustrisl 

Talnl All Clnsscs 
sllclllv 
liiduslrial BIC Ralcs 
Noli-lnduslrinl 

Soiitli I<cnlarku 
Induslri:d BiC Rates 
Non-Industrial 

Tnlvl All Cl~~sses 

liiduslrial BIC Rates 
TGP 
Non-lsduslrinl 

AII CI~ISSCS 

Totol All Cl;ascs 

Wholesale-Retail per MWH basis XIS 

6 79% 

7 26% 
7 26% 

6 40% 

7 17% 

7 33% 
7 33% 

n 03% 

n 03% 
x 03% 

8 03% 

8 03% 

6 02% 
6 02% 

6 58% 
6 58% 

6 35% 
6 35% 

6 45% 

6 90% 
6 90% 
6 90% 

7 53% 
7 53% 
7 53% 

7 30% 
7 30% 

7 15% 
7 IS% 

6 78% 
6 78%) 

6 88% 
6 88% 
6 88% 

6 79% 

7 26% 

6 40% 

7 17% 

7 33% 

8 03% 

6 02% 

6 58% 

6 35% 

6 45% 

6 90% 

7 53% 

7 30% 

7 15% 

6 78% 

6 88% 

6 46% 

9 54% 
6 42% 

621% 

6 66% 

9 30% 
6 77% 

971% 
1091% 
I 2  37% 
7 28% 
6 56% 

8 72% 
5 66% 

8 87% 
6 14% 

1248% 
5 55% 

6 29% 

9 40% 
1091% 
6 52% 

9 71% 
I 2  75% 
6 28% 

9 59% 
6 80% 

n 93% 
6 43% 

8 62% 
6 08% 

n 87% 
7 71% 
6 43% 

6 46% 

6 87% 

621% 

6 66% 

7 02% 

8 65% 

5 78% 

6 37% 

5 93% 

6 2'1% 

7 2456 

8 70% 

6 98% 

7 22% 

6 30% 

6 68% 
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MEMBER COOPERATIVES PSC Request 4 
Page 91 of 95 RETAIL. ENVlRONRlENrAL. SUIICIMRCE 

DlSTRlBUliON COS1 RlEIllOD CORIPAREU TO CURRENI hlEIllOD 
INDIISTIIIAL. NON-INDUSTRIAL 

TU? V M I I  0913(1n006 

Current Avg % Pcrcentvgs 

Billing Dist Cos1 
Surellnrgc ilccognizing 

IliaSsnrhl 
lndurtrinl BIC Rotcs 
Non-lndurlriill 

Totulr 

Industrial BIC R a m  
Nan-lndurlrisl 

Clurk Encrrv 
lnduilriill BIC Riltes 
Non-lnduslrinl 

Tnlnlr 

lotulr 
Cumbcrlond VSlIC" 
Indeslriul BIC Rates 

- 
Indiirlrinl BIC Rnkr  
Nun-Indintrial 

rotulr 
ISckIna Vixllcr 
lndiistriill BIC Rates 
Nun-lndurlrirl 

lotnlr 

0 00% 
&lr& 
6 79% 

7 26% 
7.26% 
7 26% 

0 00% 

640% 

0 00% 
111% 
7 17% 

1 3 3 %  
Ll& 
7 33% 

8 03% 

8 03% 
8 03% 

- 

m 03% 

- 8.nm 
m OIY~ 

6 02% 

6 02% 

6 58% 

6 58% 

6 3596 

6 35% 

I1 00% 

6 45% 

(1 90% 
6 90% 

6 90% 
- 6.90% 

753% 
7 53% 
?&% 
7 53% 

7 30% 

7 30% 

7 15% 

7 15% 

6 78% 
- 11.78?4 
6 78% 

6 88% 
6 88% 
u& 
6 88% 

0 00% 
__ 6.79% 
6 79% 

R 31% 

7 26% 

0 00% m" 
6 40% 

0 00% 
111% 
7 17% 

8 16% 
- 7.24% 
7 33% 

8 49% 
6 99% 
8 87% 
9 30% 
'1.07% 
8 03% 

7 64% 
m 
6 02% 

7 63% 

6 58% 

7 82% 
6.27% 
6 35% 

0 00% 

6 45% 

7 73% 
8 57% 

6 90% 

7 73% 
941% 
- 6.45% 
7 53% 

8 64% 
- 7.211% 
7 30% 

7 62% 
rn 
7 15% 

8 06% 
b.6h% 
6 78% 

7 38% 
881% 

6 88% 

- 7.09% 

- 6.49% 

- 6.58% 
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Charles Lile 
From: Bob Marshall 
Sent: 
To: 

Wednesday, May 14,2008 3:27 PM 
Allen Anderson; Barry Myers; Bill Prather (Bill Prather); Bob Hood (E-mail); Bobby 
Sexton; Carol Fraley; Chris Perry; Dan Brewer; Debbie Martin; Don Schaefer; Jim 
Jacobus; Kerry Howard; Larry Hicks; Mickey Miller; Paul Embs; Ted Hampton 
Jim Lamb; David Smart; Charles Lile; Claudia Embs 
FW: PSC Case No 2007-00378- Member System Responses 

cc: 
Subject: 

I Importance: High 

Attached you will find the proposed response language for the PSC discussion we had from 
yesterday I know that several of you were not able to attend so if you need explanation on the 
issue, please get in touch with either Jim Lamb, Bob Hood, Charlie Lile or myself Certainly if any 
of you have concerns with the attached, do not hesitate to contact same 

Thanks. Bob 

From: Charles Lile 
Sent: 
To: lim Lamb; Bob Marshall 
cc: David Smart 
Subject: 
Importance: High 

Attached for review and comments are draft member system responses to Requests 1 and 4, for 
those systems which have identified an under-recovery issue Since Request 1 asks about any 
administrative problems with the surcharge over the past 2 years, a response characterizing the 
effect of the allocation issue on the member system would be needed, if the member system 
intends to suggest any future changes in the pass-through mechanism Those systems which do 
not have a problem with such under-recovery can respond to the questions in any way that they 
see fit. 

Also attached is a form certificate for the responding person at the member system, The member 
systems can use another format for the responses, if desired 

Please advise if you have any comments or concerns If these documents seem acceptable, they 
can be e-mailed to the member systems in their current form 

Tuesday, May 13, 2008 2 3 1  PM 

PSC Case No 2007-00378- Member System Responses 

378 
ys-PSCresponse fori 

Charles A Lile 
EKPC Legal 

charles.lile@ekpc.cooa 
859 745-9380 
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DRAFT PSC Request No. 1 

Page 1 of 1 

(NAME OF COOPERATIVE’) 

PSC CASE NO. 2007-00.378 

INFORMATION REQUEST RESPONSE 

PUBLIC SERVICE COMMISSION DATA REQUEST DATED 

MAY I, 2008 

REQUEST NO. 1 

RESPONDING PERSON: (Name) 

Reauest No. 1: 

its eiiviroiuiiental surcharge pass tluough iiiechanisin over the 2-year period mder review 

in this case? If yes, explain in  detail tlie nature of the problem and any suggested 

changes to cure the probterns. 

Has your cooperative experieiiced any probleiiis in administering 

Response No. 1: 

recovery of the eiiviroiimeiital suicharge from (large commercial; industrial; or specify 

as appropriate) customers, due to tlie pass-through allocation methodology used to bill 

for the surcharge at retail, East Kentucky Power Cooperative, Iiic is currently evaluating 

this situation, in ai1 effort to determine if changes caii be made in the pass-through 

inechauisni which would resolve this under-recovery, but (Name of Coop) does not have 

a specific change to reconmend, at this time. 

(Name of Coop) has experienced a (slight; significant) under- 
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DRAFT 

PSC Request No. 4 

Page 1 o f1  

(NAME OF COOPERATIVE) 

PSC CASE NO. 2007-00.378 

INFORMATION REQUEST RESPONSE 

PUBLIC SERVICE COMMISSION DATA REQUEST DATED 

MAY 1,2008 

REQUEST NO. 4 

RESPONDING PERSON: (Name) 

Request No. 4: 

existing eiiviromnental surcharge pass through mechanism? If yes, explain in detail the 

nature of each change and the reasons why the change is needed 

Does your coopeiative have any recoiiiiiiended changes for its 

Resoonse No. 4: As referenced in the response to Request No. 1, East Kentucky 

Power Cooperative, Inc. (“EIQC”) has been iiiade aware ofthe fact that some EIQC 

member systems are experiencing an under-recover y of the eiiviroilnleiital surcharge 

from certain customer classes, or large customers, due to the pass-through mecha~iism 

Since the impact of this situation varies among different member systems, EIQC is 

currently evaluating this issue, in an attempt to identify possible changes in the allocation 

methodology which would be equitable for all member systems and retail customers. It is 

hoped that some acceptable changes to the pass-tluough methodology can be developed 

within the next 60 days. EIQC plans to present any proposed changes to the pass-tllrough 

methodology to the Commission for review at the earliest appropriate time. 
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COMMONWEALTH O F  KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

AN EXAMINATION BY THE PUBLIC SERVICE ) 
COMMISSION OF THE ENVIRONMENTAL 1 
SURCHARGE MECHANISM O F  EAST KENTUCKY ) 
POWER COOPERATIVE, INC. FOR THE ) 
SIX-MONTH BILLING PERIODS ENDING 
JUNE 30,2006 AND DECEMBER 31,2006, FOR 1 
THE TWO-YEAR BILLING PERIOD ENDING 1 
JUNE 30,2007, AND THE PASS THROUGH 1 
MECHANISM FOR ITS SIXTEEN MEMBER 1 
DISTRIBUTION COOPERATIVES ) 

) CASE NO. 2007-00378 

CERTIFICATE 

STATE O F  KENTUCKY ) 
1 

COUNTY OF 1 

(Name), being duly sworn, states that (he/she) has supervised the preparation of 

the responses of (Name of Coop) to the Public Sewice Commission Data Requests in the 

above-referenced case dated May 1, 2008, and that the iiiatteis and things set forth therein 

are true and accurate to the best of (his/l~er) knowledge, iiifomiation and belief, fornied 

after reasonable iiiquiry 

(Name) 

Subscribed and sworn before me 011 this __ day of May, 2008. 

Notary Public 

My Coinmissioii expires: 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO IUUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 5 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, JI-. 

East Kentucky Power Cooperative, Inc. 

Reauest 5. 

the allocation of the EKPC enviroimiental surcharge for each month during 2007 aiid 

2008, year to date. 

Please provide an excel spreadsheet showing the developmetit of 

Response 5. 

eiivironinental surcharge to each member cooperative for each inoiith during 2007 aiid 

through April 2008 are included on the Attachment to this response. 

Excel spreadsheets showing the allocation of the EKPC 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-001 15 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 6 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 6. 

the allocation of tlie EIQC eiiviroiimental surcharge among Coop members, ieflecting 

EICPC's requested increase in the surcliaige to recover the cost of iiew projects at issue in 

the cunent proceeding 

Please piovide an excel sprcadsheet showing the developineiit of 

Response 6. 

showing the developineiit of the allocation of the EIQC eiivironiiiental surcharge among 

Coop members, reflecting EIQC's requested increase in the surcharge to recover the cost 

of new projects at issue in tlie current proceeding, 

Please see page 2 of this respoiise for an excel spreadsheet 
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1 

of Total 

I Revenues $64.0 M* 
Member System I (1) (2) 
Big Sandy 2,29% $1,463,580 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

Blue Grass 
Clark 
Cumberland Valley 
Farmers 
Fleming-Mason 
Grayson 
Inter-County 
Jackson 
Licking Valley 
Notin 
Owen 
Salt River 
Shelby 
South Kentucky 

10 43% 
3 86% 
4 41% 
4 31% 
8 81% 
2 33% 
3 96% 
8 25% 
2 35% 
6 43% 

15 76% 
8 54% 
3 75% 

10 13% 

$6,677,846 
$2.471,43 1 
$2,824,590 
$2,761,324 
$5,637,354 
51,488,830 
$2334,633 
55,280,896 
$1507,102 
$4,116,579 

$10,088,858 
$5,462,520 
$2,398.644 
$6,485,675 

*Source" Application, Exhibit WAB-3, Page 2 of2 

16 Taylor County 4.38%( $2,800,139 
Totals 1 100.00%) $64,000,000 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 7 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 7. 

reveiiue requiiemeiits, including all new projects, between 1) fixed, demand related costs 

and 2) variable, energy related costs Please show detailed itemization for the costs 

iiicluded in each categoiy 

Please provide a breakdown of EKPC’s eiiviroiiiiieiital surcharge 

Response 7. 

revenue requiieiiients, iiicludiiig all new projects, between fixed and variable costs is 

included on page 2 of this response. 

A dctailed breakdown of EKPC’s enviroiuiieiital surcharge 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO IUUC SECOND SET OF DATA REQUESTS 

KIUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 8 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 8. 

allocation study. 

Please provide a copy of EIWC's most recently completed cost 

Response 8. 

Application to PSC Case No. 2006-00472 as Exhibit S, a copy o l  which is attached 

EKPC's mosl recent cost of service study was filed in the 
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KIUC Request 9 

Page 1 of 2 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-001 15 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 9 

RESPONSIBLE PERSON: David G. Enmes 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 9. Please provide a copy of all computations oiTIER and DSC used 

in tlie tests under tlie Company's RUS loan covenant and all other credit agreements for 

each calendar year 2006 and 2007 aiid for tlie 12 months ending each month Januaiy 

2008 th~ougli April 2008 

Resoonse 9. All computations of TIER and DSC used in tlie tests under East 

Kentucky's RUS loan covenant aiid all other credit ageernents for each calendar year 

2006 and 2007 and for the 12 months ending each month January 2008 through April 

2008 are provided 011 page 2 of this response. 
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Page 1 o f 4  

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

IUUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 10 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 10. Refer to page 5 ofthe Coiiipany's response to KIUC 1-5 and the 

$2 473 million for fixed O&M and $2 683 million for variable O&M for the Spu~locl< 1 

scrubber 

Request loa. Please provide all support for these projected amounts 

Response loa. The support for Spurlock 1 scrubber fixcd and variable O&M costs 

is provided oii pages 2 through 4 Note that this analysis is for 2010, the first full year of 

operation for the Spurlock 1 scrubber. 

Request lob. 

costs ale not reduced. If this is not the case, then please describe all costs that are reduced 

and provide a quantification of the aiiiounts included base rates for the twelve months 

ending September 30, 2006. 

Please confiiiii that these amounts are increiiieiital and that other 

ResDonse lob. These are increineiital costs that are not included in base rates 



KIUC Request 10 
Page 2 of 4 

EAST ICENTTJCKY POWER COOPERATIVE 
SPURLOCK #1 SCRUBBER 

FIXED AND VARIABLE 0 & M 
YEAR 2010 

I. Derivation of Fixed 0 & M ($2.473 Million) 

(1) (2) 
Spurloclc 1 Spurlock 1 Scrubber 
Capacity Fixed 0 & M Rate 

(Icw) (%/lcw) 
(1) (2) 

325,000 (8) 7.61 

(a) SPUFIOCIC 1 Scrubber Fixed 0 & M Rate ($/lcW) 
Labor - $55,000 * I S 5  for benefits * 8 employees = 

Maintenance - (See page 3 of 4) 
Total Fixed Dollars 

(3) 
Spurlock 1 Scrubber 

Fixed 0 61 M 
( $ )  

(Cot. 1 * Col. 2) 
$2,473,250 

$682,000 
1.687.000 

%2,.369,000 

$2;369,000 I325,OOO 1cW = 7.28 $ k W  (2007s -See page 4 of4)  

TI. Derivation of Variable 0 & M ($2.683 Million) 
(Based on generation projections from the production costing model) 

(1) (2) (3) 
Spurlock 1 Spurlock 1 Scrubber Spurlock 1 Scrubber 
Generation Variable 0 & M Rate Variable 0 & M 

OMWW ($/MWll) I $ )  
(1) (2) (Col. 1 * Col. 2) 

2,293,446 (b) 1.17 %2,68.3,.332 

(b) Spurlock 1 Scrubber Variable 0 & M Rate ($/MWIi) - See pages 3 and 4. 



ELS5SL'lS 657'1 996'ZL 



KIUC Request 10 
Page 4 of 4 

EAST KENTUCKY POWER COOPERATIVE 
SPURLQCK 1 SCRUBBER 0 & M 

( a )  0 gL M E.scalation 1,5% 

Fixed 0 Sr M 

2007 IF 7 28 
2008 $ 7 39 
2009 IF 7 50 
2010 $ 7 61 
2011 $ 7 73 
2012 $ 7 84 
2013 $ 7 96 
2014 $ 8 08 
2015 $ 8 20 
2016 $ 8 32 
2017 $ 8 45 
2018 $ 8 58 
2019 $ 8 70 
2020 $ 8 83 
2021 $ 8 97 
2022 $ 9 10 
2023 $ 9 24 
2024 $ 9 38 
2025 $ 9 52 
2026 S 9 66 
2027 R 9 81 

($/IcW) 
Variable0 Sr M 

($IMWB) 
$ 112  
$ 1 1 4  
9; 1 1 5  
$ 1 1 7  
$ 1 1 9  
$ 1 2 1  
$ 1 2 2  
.$ 1 24 
$ 12G 
$ 1 2 8  
$ 1 3 0  
$ 1 3 2  
$ 1 3 4  
$ 1 3 6  
$ 138  
$ 1 4 0  
9; 1 4 2  
$ 1 44 
% 1 4 6  
$ 1 4 9  
$ 1 5 1  

(a) The 1 5% 0 & M escalation rate is based on 
estimates for 2007 - 2018 from Global Jnsight 
The Power Planner 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-001 15 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 11 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 11. 

$4 00G million for fixed O&M and $3 805 million for the variable O&M for the Spurlock 

2 sciubber Please provide all support for t ime amounts 

Refei to page 5 of the Company's response to KIUC 1-5 and the 

Resaonse 11. 

is provided 011 pages 2 tlirougli 4 As indicated in Response 10, 2010 was used in this 

analysis as this is the first full year of operation for both scrubbers. 

The support for Spurlock 2 scrubber fixed and variable O&M costs 
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EAST KENTUCKY POWER COOPERATIVE 
SPURLOCK #2 SCRUBBER 

FIXED AND VARIABLE 0 & M 
YEAR 2010 

1. Derivation of Fixed 0 & M ($4.006 Million) 

(1) (2) (3) 

OW ($/lcW) ( $ )  

Spurlock 2 Spurlock 2 Scrubber Spurloclc 2 Scrubber 
Capacity Fixed 0 & M Rate Fixed 0 & M 

(1) (2) (Col. 1 * Col. 2) 
525,000 (8) 7.63 $4,005,750 

(a) Spurlock 2 Scrubber Fixed 0 & M Rate (Mew) 
Labor - $55,000 * I S 5  for benefits * 8 employees = 

Maintenance - (See page 3 of 4) 
$682,000 
3,167.815 

Total Fixed Dollars $3,849,815 

$3,849,815 /525,000 IcW = 7..30 $/IcW (2007% - S e e  page 4 of4) 

II. Derivation of Variable 0 Jt M ($3.805 Million) 
(Based on generation projections from the production costing model) 

(1) (2) (3) 

(MWIi) ($/MWh) ( $ )  

Spurlock 2 Spurloclc 2 Scrubber Spurlock 2 Scrubber 
Generation Variable 0 & M Rate Variable 0 & M 

(1) (2) (Col. 1 * Col. 2) 
1.00 $3,805,021 .3,805,021 (b) 

(b) Spurlock 2 Scrubber Variable 0 & M Rate ($/MWIi) -See pages 3 and 4. 
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EAST KENTUCKY POWER COOPERATIVE 
SPURLOCK 2 SCRUBBER 0 & M 

(a) 0 6r M Escalation I 5% 

Fired 0 Sr M 
($/kW) 

2007 9; 7 30 
2008 $ 7 41 
2009 X 7,52 
2010 s 1,63 
2011 X 7.75 
2012 s 7 86 
201.3 $ 7 98 
2014 s 8 10 
2015 X 8 22 
2016 X 8,35 
2017 $ 8.47 
2018 s 8.60 
2019 s 8 73 
2020 x 8 86 
2021 $ 8,99 
2022 X 9,13 
202.3 X 9 26 
2024 9 40 
2025 X 9 54 
2026 $ 9,69 
2027 $ 9.83 

Variable0 Sr M 
(S/MWIi) 

X 0 96 
X 0 97 
$ 0,99 
X 1 .,oo 
s 1.02 
X 1 03 
X 1 05 
s 1.07 
$ 1.08 
X 110 
X 1 1 1  
$ 1.13 
$ 1.15 
s 1 1 7  
$ 1 1 8  
$ 1 20 
$ 1.22 
X 1 24 
s 1.26 
X 1 2 7  
s 129  

(a) The 1 5% 0 & M escalation rate is based on 
estimates for 2007 - 2018 from Global Insight - 
The Power Planner 
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Page 1 of 1 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 12 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 12. 

the question that was asked. 

Refer to the Company's response to KIUC 1-7. Please Iespond to 

Response 12. Please see Response 13 for clarification 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-001 15 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 1.3 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 13. 

Testimony. Assume that $1,000 of C W P ,  net of AFUDC, is included in the 

environniental surcharge and the interest rate is 0.5 percent per niontli for both return on 

rate base in the environmental surcharge and for AFUDC purposes. 

Please refer to page 4 lines 12 -18 of Ms. Wood's Direct 

Request 13a. 

surcharge should include a retuiii on the CWIP of $5.00 for the month 

Coiifiiiii tliat it is the Company's position that the environmental 

Response 13% 

CWIP net of AFUDC, it is East I<entucky's position that the environmental surcharge 

would include a return on CWIP of $5 00 for that inontli 

Based on the assumption that $1,000 is the ~iio~itlrly charge to 

Request 13b. 

in AFUDC for the month If this is not the Company's position, then please describe the 

Company's position in detail and all reasons in  support of the Company's position 

Confiirn that it is the Company's position that it also will record $5 

Resoonse 13b Based on the assumption that this is the fiist month of construction, 

nieaning no AFUDC is included in the previous month's balance, EIQC would record $5 

in AFUDC for the month foi accounting purposes. 



KIUC Request 1.3 

Page 2 of 2 

Reauest 13c. If it is tlie Company's position that it also will record $5 in AFUDC 

for the month, please explain why this does not provide tlie Company double recovery of 

tlie sane carrying cost on tlie sanie CWIP, oiie through a current recovery pursuant to the 

environmental surcharge and one through a defened recovery by adding the AFUDC to 

tlie cost of the plant and subsequently recovering it tlixougli depreciation, interest and 

TIER margin over tlie life of tlie asset? 

Request 13d. 

AFUDC on CWIP that is included iii the enviroiiiiiental surcharge given Ms. Wood's 

statenient that "This change will allow EICPC to apply the rate of returii to the proper 

CWIP balance during the period of construction " Wiat is tlie proper CWIP balance? Is 

it only tlie AFUDC that is not included in tlie environmental surcharge or something else? 

Please explain and provide an illustration of tlie proposed methodology. 

Please explain specifically how tlie Company proposes to compute 

Response 13e,d. 

enviroiiineiital surcharge purposes The proper CWIP balance is defined as CWIP net of 

AFUDC. An illustratioii follows 

EICPC proposes to exclude all AFUDC from plaiit iii service for 

Pollution Control Project A will be capitalized 011 October 1,2008, Tlie total CWlP 

balance is $1,000,000. Tlie total AFUDC is $50,000, leaving a net CWIP of$950,000. 

Plant in service, for enviroiiinental surcharge puiposes, will be $950,000 Depreciation 

expense and rettiiii will be based 011 tlie $950,000 capital cost. This will eliminate any 

potential double-recovery. For accounting purposes, Pollution Coiitrol Project A will be 

recorded in plant iii service at $1,000,000 Also for accounting purposes, $50,000 in 

AFUDC has been recorded 011 tlie income statement during the construction period. 
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Page I of 10 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO IUUC SECOND SET OF DATA REQUESTS 

KIUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 14 

RESPONSIBLE PERSON: 

COMPANY: 

Craig M. Johnson/Ann F. Wood/James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 14. Refer to tlie Coiiipaiiy's response to I W C  1-8, which requested tlie 

support for the $0.008 inillion amouiit of Spurloclc 2 O&M expense presently included in 

base rates, and page 5 of tlie Company's response to KIUC 1-5, which provides the 

projected fixed and variable O&M expense for tlie new Spurlock 2 scrubber. 

Request 14a. 

expense presently included iii base rates at $0.008 inillion for tlie existing scrubber 

appears to be substantially understated. Tlie sum of tlie prqjected fixed plus variable 

O&M expense for tlie new Spurloclc 2 scrubber is $7.8 million (see response to KIUC 

1-5). Please explain this difference. 

The Coinpaiiy's quantification of tlie Spurloclc 2 scrubber O&M 

Response 14a. 

1982. It was operational for approximately two years. After that time, bumiiig 

coinpliaiice coal was inore economical than burning non-compliance coal and ruiiiiiiig tlie 

scrubber. The existing scrubber has been maintained with minimal effort aiid no 

upgrades for over 20 years. Tlie fixed and variable O&M expense for tlie new scrubber 

as outliiied in ICIUC 1-5 assumes full operations; therefore, these expenses will be 

substantially higher 

Tlie Spurloclc 2 scrubber that is included in base rates was built in 
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Page 2 of 10 

Request 14b. 

eiror, then please provide the coriect quantification for the twelve months ending 

September 30,2006 by FERC accoiint and siibaccouiit 

If the Company’s previous quantification of $0 008 million was in 

Response 14b. 

Please see the response to 14a 

East Ikmtucky’s pievious quantification of the $8,000 is correct. 

Request 14c. 

payroll tax expenses associated with the existing Spurlock 2 scrubber for the twelve 

months ending September 30, 2006 and each month thereafter for which actual 

information is available. Provide the expense iiifoiination by account and subaccount. 

Please provide the iitiinber of employees aiid tlie related labor and 

Response 14c. 

inainteiiaiice oftlie existing Spt i r lo~l~ 2 scrubber As discussed in response to 14a, 

maiiitaiiiiiig tlie existing Spurlock 2 scrubber has been minimal. Labor aiid payroll tax 

expense associated with tlie existing Spurlock 2 scrubber for the twelve months ending 

September 30, 2006 through April 2008, tlie last inoiitli data is available, is outlined 011 

page 6 of this response. 

There are no employees specifically designated for operations and 

Request 14d. 

(lime) as the reagent feed material for the existing Spurlock 2 scnibber. Please provide 

tlie lime expense for the twelve months ending September 30, 200G and each month 

thereafter for which actual inforination is available. 

Please coiifiim that the Company presently uses calcium oxide 

Response 14d. 

months ending September 30, 2006 through April 30, 2008, the last month data is 

available, is zero. The scrubber has not been operational since 1984. 

Please see the response to 14a. Lime expense for the twelve 
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Request 14e. 

addition to labor and h i e  to operate and maintain the existing Spurlock 2 scrubber, 

Please provide the amounts for each of these O&M expenses for the twelve inoiiths 

ending September 30,2006 by account and subaccount 

Please confimi that the Company iiictirs O&M expenses in 

Response 14e. Please see page 7 of this iespoiise 

Request 14f. 

eliminate tlie need to purchase SO2 allowa~ices foi the emissions fioiii that unit 

Please confinn that the new Sptirlock 2 scrubber will reduce or 

Response 14f. 

need to purchase SO2 allowances for the emissions from that unit. Please see 

Response 14g 

EICPC confirms that the new Spurlock 2 scrubber will reduce the 

Request 14% 

purchase SO2 allowances, please provide the annual reduction iii the number of SO2 

allowaiices compared to the twelve months ending September 30, 2006. Provide all 

assumptions, including the number of SO2 allowaiices used for the unit during the twelve 

months ending September 30, 2006. 

If the new Spurlock 2 scrubber will reduce or eliminate tlie need to 

Response 14% 

excerpt froin EICPC’s production costing model used in EICPC’s 2008 Twenty-Year 

Financial Forecast. This model shows that Spurloclc 2 will emit approxiiiiately 2,485 

Tons of SO2 in 2010. As indicated in Response 10, 2010 was used in this analysis as this 

is the first full year of operation ofboth scrubbers. Page 9 of this response shows that 

Spurlock ’2 emitted 22,374 tons of SO2 during the twelve months ending Septeiiiber 30, 

2006, This reduces the Spurlock 2 SO2 emissions by 19,889 Tons, or approximately 88.9 

percent. 

Please see pages 8 and 9 of this response. Page 8 reflects an 
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Request 14h. Please provide the dollar amount of tlie SO2 allowance expense for 

Spurlock 2 for the twelve months ending September 30, 2006 by account and subaccount" 

In addition, please provide tlie weighted average cost of those allowances per allowance, 

starting with the beginning balance, the allowances granted by tlie US EPA, purchases 

and ending balance for each month during tliat twelve-month period. 

Response 14h. 

response. 

The requested SO2 information is provided on page 9 of this 

Request 14i. 

to the twelve iiiontlis ending September 10, 2006. Provide both the number of 

allowances and the dollar amount of savings. Provide and use the twelve months ending 

September 30, 2006 as the base amount for computing tlie savings in tlie number of 

allowances and tlie dollar amount. 

Please provide the projected savings in SO2 allowances compared 

Response 14i. 

shown in Response 14g, we show an estimated reduction of 19,889 Tons of SO2 

Assuniing the average cost of SO2 in 2010 is equal to the test year ended September 30, 

2006, the average price per Ton would be $402 52 as shown on page 9 of this response 

This would convert to a savings of approximately $8 million 

Bascd on EICPC's 2010 projected SO2 eniissions foi Spurlock 2 as 

A long-term forecast provided by Energy Venture Analysis, Inc , dated April 2008 and 

shown on page 10 of this response, shows SO2 prices projected to be $61 3 per Ton in 

2010. Based on this projection, savings would convert to approximately $12 2 million 

Request 14i. 

associated with the existing Spurlock 2 scrubber in the eiivironiiiental surcharge If this 

is not tlie case, then please piovide the amount of O&M cxpenses includcd by the 

Please confiiiii tliat the Company includes no O&M expenses 
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Company in its environmental surchaige filings foi the existing Spw loclc 2 scrubbei for 

the twelve months ending Septembei 30,2006 by account and subaccount 

Response 14i. 

expenses associated with the existing Spurloclc 2 scrubber in the environmental 

surcharge. 

East Kentucky includes neither O&M expenses nor any other 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 15 

RESPONSIBLE PERSON: Craig M. Jolinson 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 15. 

copy of all studies, e-niails, or other documents that address in  any respect savings, 

particularly in O&M expenses, resulting from the new Spurloclc 2 scrubber compared to 

the continued operation of tlie existing Spurlock 2 scrubber. 

Refer to tlie Company’s response to KIUC 1-9, Please provide a 

Response 15. A cost analysis is included on page 2 of this response The Board 

Agenda and Resolution relating lo tlie new Spu~loclc 2 scrubber are included on pages 3 

through 10 
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Board Agenda Item 
TO: 

FROM: 

DATE: 

SUBJECT: 

KEY MEASURES: 

Fuel and Power Supply Committee and Board of Directors 

Roy M. Palk 

September 2,2005 

Approval to Engineer, Purchase, and Construct a Limestone 
Scrubber at Spurlock Power Station IJnit No. 2 and Permission to 
Request a Certificate of Public Convenieiice and Necessity from 
the Kentucky Public Service Commission for this Project and The 
Award of a Contract to Alstom Power, Inc. (Executive Summary) 

This action supports reliable and competitive energy. 

Background 

The Spurlock Power Station (“Spurlock”) Unit 2 is equipped with a scrubber. This 
scrubber was built in 1982. It was operational for approximately two years. At that time 
a decision was made that burning compliance coal was more economical than burning 
lion-compliance and operating the sciubber. 

This equipment has been maintained with minimal effort and no upgrades made foi over 
20 years. Theiefore, an extensive upgrade would be necessary to operate the existing 
scrubber 

Justification and Strategic Analysis 

The economic evaluation ofthe viability of the Spurlock Unit 2 scrubber focused oii a 
comparison of the all-in cost of operating a scrubber burning high-sulfur coal versus 
burning low-sulfur compliance coal (CAPP-Pike 1.2) in the non-scrubbed unit. Factors 
considered included projected fuel costs, scrubber capital costs, SO2 allowance costs, 
maintenance costs, limestone costs, ash landfill costs, and other operating costs. Three 
scrubber options were analyzed: ( I )  a refurbished lime scrubber (2) conversion of lime 
tolimestone scrubber (3) a new limestone scrubber. 

All three options included a wet electrostatic precipitator (“WESP”), for SO3 reduction. 
The WESP is recommended for installation Firing of high sulfur coal in boilers equipped 
with SCR Systems will result in the conversion of small amounts of sulfur dioxide (SO2) 
to sulfur trioxide (SO3) Sulfur trioxide is not removed i n  the scrubber The result can be 
the emission from the chimney of a blue haze as has occurred at other utilities. Alstom 
predicts the formation of 70 ppm of sulfur trioxide in the Unit 2 boiler and SCR. Levels 
in excess of 8 ppm can be visible from the chimney. The installation of the WESP is 
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required to niect opacity emission regulations. 

Primarily due to reduced capital costs and lower annual maintenance costs, the new 
limestone scrubber option was prefermd over the refurbished limestone scrubber. 

The evaluation was i u n  for a 30-year timefixme. Production’s scrubber cost model was 
used and expanded to a multi-year analysis by the Finance Division 

In this analysis, compliance fuel without a scrubber was compared to two non-compliance 
fuels, ILB-WK-Green R 6.0 coal and NAP-WV-Pitts 6.0 coal. The NAP-WV-Pitts 6.0 
coal is considered the baseline non-compliance fuel. A basefuel forecast was conducted 
through the year 2036 by Energy Ventutes Analysis (“EVA”). 

As tlie data was evaluated, it became apparent that tlie results of the stndy were influenced 
greatly by two variables: ( I )  the price spread between compliance coal and non- 
compliance coal and (2) tlie cost of SOzeinission allowances. 

A new EVA forecast of SO2 emission allowance prices was provided in February 2005. 
These SO2 emission allowance prices average between $600 and $700 per ton per year. In 
today’s market, a vintage 2005 SO2 allowance is worth $800. 

Operating a scrubber on Spurlock Unit 2 is tlie best option when analyzed over the 30- 
year study period 
price spread moderates to the levels assumed by EVA and SO2emission allowance prices 
will be inore than $600 per ton, the expected NPV savings from operating the scrubber 
over 30 years would be about $368 million. 

If it is assumed that the compliance coal veisus non-compliance coal 

Estimated Project Cost 

Scrubber: 

Wet Precipitator.: 

Electrical Upgrade: 

Foundations: 

Transformers: 

Owner’s Costs: 

Subtotal: 

$1 14,497,060 

25,209,000 

.3,500,000 

5,000,000 

2,000,000 

5,000,000 

$1 55,206,060 
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5% Contingency: $7,600,000 

Total Estimated Project Cost: $1 62,806,060 

To obtain bids for both a refurbished and a new scrubber, two sets of bid documents were 
issued to each of two bidders. Base Bid 1 included the replacement of the existing 
scrubber and auxiliary systems for Spurlocl; Unit 2 with a complete new sulfur dioxide 
(SO*) scrubber, limestone preparation, storage, and pumping systems, and wet 
electrostatic precipitator (WESP). Base Bid 2 required that tlie existing scrubber system 
be refurbished and returned to operating condition, converted to use limestone reagent, 
meet new, more stringent emission guarantees, and updated to current industry design 
standards and operating practices. 

Bids were received from Babcock & Wilcox (B&W), Barberton, Ohio and Alstoni Power, 
Inc. (Alstom), Knoxville, Tennessee. 

Alstom’s Base Bid 2 to refurbish tlie existing scrubber was $143,516,000. This amount 
was approximately $16 million higher than their Base Bid 1 amount for a new flue gas 
cleaning system. Likewise, B&W’s Base Bid 2 was over $23 million higher than their 
Base Bid I .  Reasons were requested froin the bidders to explain the differences in costs. 

Under Base Bid 1 ,  one new absorber module would be installed to treat the total flue gas 
flow and replace the four existing absorbers. More equipment is required to operate tlie 
four existing absorber modules than a single new absorber. For example, the four existing 
absoi.bers would require 16 slurry recirculation pumps instead of four larger pumps for a 
new single absorber system. Tlie cost of four larger capacity pumps is less than 16 
smaller pumps.. 

Another consideration is the increased financial risk to the successful bidder. Tlie 
performance o f a  new scrubber system can be predicted and established by design to a 
high degree of accuracy. Risks of not meeting emission and performance guarantees are 
minimal. There is significant risk involved in attempting to refurbish and upgrade the 
existing scrubber system, such as: 

Repair costs or need to replace equipment are difficult to evaluate 

Higher sulfur dioxide removal efficiency (98%). Height and diameter of 
refwbislied existing absorber modules would be less than optimum to meet current 
design methods. 

Performance of existing equipment, i f  used, is questionable. 
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The maintenance and operating costs would be expected to be highei with refuibished and 
rebuilt equipment Maintenance costs and the potential for unit outages would be lower 
with new equipment 

Alstom’s lump sum Base Bid 1 price was $127,673,000. The Base Bid 1 amount from 
B&W was $135,892,794. Commercial and technical exceptions and clarifications were 
negotiated successhlly. Estimates were provided for the maximum escalation applicable 
to materials and labor subject to escalation. 

The engineer’s estimate for Base Bid 1 was $148 million. The Alstom evaluated price is 
the lowest at $135,882,910. B&W’s evaluated price is $142,635,194. The evaluated price 
includes the altei nates recommended for acceptance. 

Several alternates were specified in the bid documents. The following alternates are 
recommended for acceptance: 

Produce wallboard Quality Pvpsum: Additional expenditures for dewatering 
equipment, cake washing system, larger mills, larger reaction tank, and other items 
totaling $4,746,000 will produce a gypsum product that is suitable for sale to 
wallboard manufacturers. Otherwise. the waste material will need to be landfilled. 

Stebbins tile lined reagent feed tank: The use of tile to line the reagent (limestone) 
feed tank will result in a tank impervious to corrosion and wear for this severe 
service. The tile will have a significantly longer life than the trowel apply vinyl 
ester coating specified in the base bid The cost of this option is $380,000. 

Owner provided storage warehouse: The bidder will give a credit of $133,000, if 
EKPC provides the storage building foi critical components during consti uction 

This project supports EKPC’s key measure of supplying reliable and competitive energy 

Recommendation 

EKPC management recommends the approval of a new limestone scrubber at a capital 
cost o f$  $162,806,060, It is further recommended that approval be given to make 
application to the Kentucky Public Service Commission for the Certificate oiPublic 
Convenience and Necessity for this project General funds should be used to fund this 
project, to be reimbursed from loan Cirnds, should they become available. 

EKPC management also recommends the award of a contract to Alslom Power, Inc. to 
engineer, provide, and construct a limestone scrubber at Spurlock Power Station for Unit 2 
at a cost of $1 39,706,060, which includes an  estimated labor and material escalation of $6 
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million during the project 

JB:dp 
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FROM THE MINUTE BOOK OF PROCEEDINGS 
OF THE BOARD OF DIRECTORS OF 

EAST ImNTUCKY POWER COOPERATIVE, INC. 

At a regular meeting of the Board of Directors of East Kentucky Power Cooperative, Inc. held 

at the Headquarters Building, 4775 Lexington Road, located in Winchester, Kentucky, on Tuesday, 

September 13, 2005, at 1 :55 p. m., EDT, the following business was transacted: 

Sourlock No. 2 Limestone Scrubber and Wet Precioitator 

After review and discussion of the applicable information, a motion was made by 
Jimmy Longmire, seconded by E. A. Gilbert, and, there being no further discussion, 
passed to approved the following: 

Whereas, The Spurlock Power Station (“Spurlock”) Unit 2 is equipped with a scrubbei 
built in 1982; 

Whereas, In 1984, an economic decision was made to burn compliance fuel and not 
operate the scrubber; 

Whereas, This equipment has been maintained with minimal effort and no upgrades 
made for over twenty years, therefore, an extensive upgrade would be necessary to 
operate the existing scrubber; 

Whereas, An economic evaluation of the viability of the Spurlock Unit 2 scrubber 
focused on a comparison of the all-in cost of operating a scrubber burning high-sulk 
coal versus burning low-sulfur compliance coal in the non-scrubbed unit; 

Whereas, Factors included were projected fuel costs, scrubber capital costs, SO2 
allowance costs, maintenance costs, limestone costs, ash landfill costs, and other 
operating costs; 

Whereas, Three scrubber options were analyzed: (1) a refurbished lime scrubber (2) 
conversion of lime to limestone scrubber, (3) a new limestone scrubber; 

Whereas, All three options included a wet electrostatic precipitator for SO2 reduction 
and primarily due to reduced estimated annual operation and maintenance costs, the 
new limestone scrubber option is preferred over the refurbished limestone scrubber; 

Whereas, To obtain bids for both a refuibished and a new scrubber, two sets of bid 
documents were issued to each of two bidders; 

Whereas, Bids were received from Babcock & Wilcox (B&W), Barberton, Ohio and 
Alstom Power, Inc. (Alstom), Knoxville, Tennessee; 



KIUC Request 15 

Page 9 of 10 

Whereas, Both bids for a refurbished scrubber were significantly higher than for a new 
scrubber and the bidders were aslced to explain this; 

Whereas, A primary reason for a higher cost for providing a refurbished scrubber is 
that the existing scrubber has significantly more pieces of equipment than a new 
scrubber and this would mean more supporting equipment as well; 

Whereas, Evaluating existing equipment and the ability for this equipment to be 
capable of meeting the performance guarantees is extremely difficult; 

Whereas, The operating and maintenance (O&M) costs would be expected to be higher 
with refurbished and rebuilt equipment, with O&M costs and potential for outages 
lower with the new equipment; 

Whereas, As the new scrubber proposals were significantly lower in cost and risk than 
the refurbished, it was decided to only evaluate the bids for the new scrubbeq 

Whereas, Alstom’s bid was evaluated the lowest at $135,882,910, with B&W’s bid 
evaluated at $142,635,194, and the engineer’s estimate was $148 million; 

Whereas, The evaluated bids include the following recommended alternates: 
Produce wallboard quality gypsum: $4,746,000 
Stebbins tile lined reagent feed tank: $380,000 
Owner provided storage warehouse: ($1.33,000) 

Whereas, The Fuel a i d  Power Supply Comniittee and EKPC management recommend 
the award of a contract to Alstoni to engineer, provide, and constnict a new limestone 
scrubber, with a wet precipitator, at a cost of $139,706,060; 

Whereas, This project is included in the 2005 -2007 Budget and Work Plan and should 
be funded with general funds, to be reimbursed with loan funds, should they become 
available; 

Whereas, This project supports EKPC’s key measure of supplying reliable and 
competitive energy; and 

Whereas, The Fuel and Power Supply Committee and EKPC management recommend 
the approval to engineer, provide, and construct a new limestone scrubber at a cost o f $  
$162,806,060 (excluding interest during construction) and the approval to request a 
Certificate of Public Convenience and Necessity from the Kentucky Public Service 
Commission; now, therefore, be it 

Resolved, That the EKPC Board hereby approves a new limestone scrubber,, with a wet 
precipitator, at a cost of $162,806,060, and approves the request to the Icentuclcy Public 
Service Commission for a Certificate of Public Convenience and Necessity, and 
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authorizes the EKPC President and Chief Executive Officer or his designee to execute 
all documents requixed to submit the application for the cextificate; 

Resolved, That approval is hereby given for the use of general funds for this project, 
subject to reimbursement from loan funds, when and if such funds become available; 
and 

Resolved. That the EKPC Board also approves the award of a contract to Alstom 
Power, Inc. to engineer, pxovide, and construct a new limestone scrubber, with a wet 
precipitator, on Unit 2 at Spurlock Power Station for $139,706,060, and authorizes the 
EKPC President and Chief Executive Officer or his designee to execute all documents 
requixed to award this contxact. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00115 

RESPONSES TO IaUC SECOND SET OF DATA REQUESTS 

KIUC’S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 16 

RESPONSIBLE PERSON: Craig M. Johnson 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reguest 16. 

as the result of each new environinental pioject for which the Company seeks approval 

Provide and use tlie twelve niontlis ending September 30, 2006 as tlie base amount for 

computing savings Provide all assumptions, data, and computations, including 

electronic spreadsheets with cell foi~iiulas intact 

Please identify, describe, and quantify each O&M expense savings 

Response 16. 

new environniental project, as these are all new projects. As indicated in Responses 1 

and 2 of Commission Staff‘s First Data Request, prqject Nos. 5, 7, 8, and 10 are new 

projects required by tlie terms of the Coilsent Decrees, As indicated in Mr. Jolinson’s 

testimony, project Nos. 3, 4, and 6 are new projects that, although not required by the 

Consent Decrees, will enable EKPC to coniply with tlie t e r m  oftlie Consent Decrees. 

Project No. 9 is also a new project. 

EIQC will not have any O&M expense savings as a result of each 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-001 15 

RESPONSES TO KIUC SECOND SET OF DATA REQUESTS 

IUUC'S SECOND SET OF DATA REQUESTS DATED 05/29/08 

REQUEST 17 

RESPONSIBLE PERSON: Craig M. Johnson 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 17. 

Exhibit DGE-I , For these two NOX reduction projects, please provide tlie projected 

savings in NOX allowaiices coiiipared to tlie hvelve iiioiitlis ending September 30, 2006. 

Provide both tlie iiuiiiber of allowances and tlie dollar aiiiount of savings. Provide and 

use tlie twelve months eliding Septeiiiber 30, 2006 as the base amount for coiiiputiiig tlie 

savings in tlie iiuinber of allowaiices and tlie dollar amount. 

Refer to NOX reductioii projects 5 (Dale) and 6 (Spurloclc I )  on 

Response 17. 

Request, tlie NOX reductioii project (Project 5) at Dale Station was required by the 

Consent Decree, The decision to install low NOX buriiers at Dale Station was driven by 

tlie Consent Decree, not by projected NOX allowance savings. 

As indicated in Response l a  of Coiiiiiiissioii Staff's First Data 

As indicated in the Responses Ib and 2a of Commission Staffs First Data Request, tlie 

iiew low NOX burners (Project 6) at Spurloclc Station are estimated to reduce eiiiissioiis 

out of tlie boiler by 20 percent. For tlie twelve months ending September 30, 2006, the 

quantity and dollars relating to NOX emissions on Spurloclc 1 are estimated to be 507,5 

tons and $393,490, respectively. A 20 percent eiiiissioiis savings would equate to dollar 

savings of approxiiiiately $75,000. 


