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Mark David Goss
(859) 244-3232
MGOSS@FBTLAW.COM

February 6, 2009

Kentucky Public Service Commission

211 Sower Boulevard

Frankfort, Kentucky 40602

Re: Case No. 2008-00409

Dear Mr. Derouen:

RECEIVED

FEB 06 2003

PUBLIC SERVICE
COMMISSION

Please find enclosed for filing with the Commission in the above-referenced case an
original and ten copies of the responses of East Kentucky Power Cooperative, Inc. (“EKPC”) to
the Commission Staft’s Third Data Request, dated January 23, 2009, and the Supplemental Data
Request of the Attorney General (“AG”), dated January 23, 2009. An original and ten redacted
copies of EKPC’s Responses to the Second Data Request of Kentucky Industrial Utility
Customers, Inc. (“KIUC”), dated January 23, 2009, are also enclosed.

You will also please find an original and ten copies of EKPC’s Petition for Confidential
Treatment of Information regarding designated responses to KIUC data requests, along with a
copy of the designated confidential pages.

Please return a file stamped copy of all of the above to me in the enclosed self-addressed,

Sincerely yours, %g ;

stamped envelope.

Enclosures

Mark David Goss

folok Parties of Record

250 West Main Street, Suite 2800

Lexington, Kentucky 40507-1749

LEXLibrary 0000191.0563409 387882v1

(859) 231-0000 + (859) 231-0011 fax

www.frostbrowntodd com



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Gary T. Crawford, being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Public
Service Commission Staff Third Data Request in the above-referenced case dated
January 23, 2009, and that the matters and things set forth therein are true and accurate

to the best of his knowledge, information and belief, formed after reasonable inquiry.

Subscribed and sworn before me on this 3/t day of February, 2009.

Notary siﬁEE %jj
My Commission expires: W



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE
STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Ricky L. Drury, being duly sworn, states that he has supervised the preparation
of the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Third Data Request in the above-referenced case dated January 23,
2009, and that the matters and things set forth therein are true and accurate to the best of

his knowledge, information and belief, formed after reasonable inquiry.
Subscribed and swormn before me on this */-{il‘ day of February, 2009.

CPone X, Mv >

Notaryq’ﬁ&c

My Commission expires: ; 2g Lo di R 209




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE
STATE OF KENTUCKY )

)
COUNTY OF CLARK )

David G. Eames, being duly sworn, states that he has supervised the preparation
of the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Third Data Request in the above-referenced case dated January 23,
2009, and that the matters and things set forth therein are true and accurate to the best of

his knowledge, information and belief, formed after reasonable inquiry.

Subscribed and sworn before me on this A/ t day of February, 2009.

00 £ e

Notary Public

My Commission expires: J=/{-201 //



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Craig A. Johnson, being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Public
Service Commission Staff Third Data Request in the above-referenced case dated
January 23, 2009, and that the matters and things set forth therein are true and accurate

to the best of his knowledge, information and belief, formed after reasonable inquiry.
Subscribed and sworn before me on this af"‘f( day of February, 2009.

Notarylgﬁbﬁ' % 55
My Commission expires: wtg&_g_ré\ﬂ@ﬂﬁv




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

James C. Lamb, Jr., being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Public
Service Commission Staff Third Data Request in the above-referenced case dated
January 23, 2009, and that the matters and things set forth therein are true and accurate

to the best of his knowledge, information and belief, formed after reasonable inquiry.
Subscribed and sworn before me on this 0’?"‘3’ day of February, 2009.

Notary$§§'c %5%
My Commission expires: w

/




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Robert M. Marshall, being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Public
Service Commission Staff Third Data Request in the above-referenced case dated
January 23, 2009, and that the matters and things set forth therein are true and accurate

to the best of his knowledge, information and belief, formed after reasonable inquiry.

VA —

Subscribed and sworn before me on this o2t day of February, 2009.

Notary Public

My Commission expires: %{M G, 2010/



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Frank J. Oliva, being duly sworn, states that he has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Third Data Request in the above-referenced case dated January 23,
2009, and that the matters and things set forth therein are true and accurate to the best of

his knowledge, information and belief, formed after reasonable inquiry.

N IA

Subscribed and swormn before me on this 5/_’;"( day of February, 2009.

.-

Notary ﬁlglg %5‘6 3
My Commission expires: g;ig £ 2 ngé R. 3 009



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE

STATE OF KENTUCKY )

OLDHFr, )
COUNTY OF JEFFERSON )

William Steven Seelye, being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Public
Service Commission Staff Third Data Request in the above-referenced case dated
January 23, 2009, and that the matters and things set forth therein are true and accurate
to the best of his knowledge, information and belief, formed after reasonable inquiry.

7 /)
//t /\/ ‘/// A

\

Subscribed and sworn before me on this g/l/iday f?' February, 2009.

. %ﬁ/ﬁ

Notary P&( lic

My Commission expires: 12-02 -0




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.
OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )
CERTIFICATE
STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Ann F. Wood, being duly sworn, states that she has supervised the preparation
of the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Third Data Request in the above-referenced case dated January 23,
2009, and that the matters and things set forth therein are true and accurate to the best of

her knowledge, information and belief, formed after reasonable inquiry.

fins 9. Word

Subscribed and sworn before me on this *\J‘Q:J day of February, 2009.

Notary %lsﬁ Eg : j

My Commission expires: 003



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO.

OF EAST KENTUCKY POWER ) 2008-00409
COOPERATIVE, INC. )

RESPONSES TO COMMISSION STAFF’S THIRD DATA REQUEST
TO EAST KENTUCKY POWER COOPERATIVE, INC.
DATED JANUARY 23, 2009






PSC Request 1

Page 1 of 2
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409

THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 1
RESPONSIBLE PERSON: Frank J. Oliva
COMPANY: East Kentucky Power Cooperative, Inc.
Request 1. Refer to the response to Item 1.c. of the Commission Staff’s
second data request (“Staff’s second request”).
Request 1a. Provide a detailed narrative description of the $650,000 increase,
from the base period to the forecasted period, in regular time labor.
Response 1a. The $650,000 increase in regular time labor from the base period

to the forecasted period can be attributed to personnel changes as follows:

The Corporate Services area has 3 new positions budgeted in the forecast period that
were not included in the base period; 1 position was added during the base period and has
been included in the budget amounts of the forecast period. This area also has 4 vacant

positions which are included in the budget amounts.
The Power Supply area had 1 vacant position included in the budget amounts.
The Finance area had 1 position unbudgeted for the months of September-December,

2008 which 1s included in the base period. This position is included in the budget

amounts of the forecast period.



PSC Request 1
Page 2 of 2

Request 1b. Provide a detailed narrative description of the $523,000 increase,

from the base period to the forecasted period, in maintenance and service agreements.

Response 1b. Of the $523,000 increase from the base period to the forecasted
period in maintenance and service agreements, $500,000 is for the new financial
software.

Request 1c. The last item in the response is “[e]Jmployee education including

training on new financial software - $518,000.” Identify the nature of the employee
education aside from the training on the new financial software and provide the amount
thereof. Provide, also, the amount related to training on the new financial software and

explain whether or not this will be a one-time expense.

Response Ic. Of the $518,000 increase in employee education, $137,000 is for
all expenses (course registration, travel, meals, and lodging) related to conferences,
seminars, and technical training on operating specific equipment. The remaining increase
of $381,000 is training on the new financial software and is a one-time expense related to

initial user training.






PSC Request 2

Page 1 of 2
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 2
RESPONSIBLE PERSON: William Steven Seelye
COMPANY: East Kentucky Power Cooperative, Inc.
Request 2. Refer to the response to Item 4 of Staff’s second request in which

East Kentucky states that it is seeking a ruling on its Phase Two Rates in this proceeding.

Request 2a. Given that it proposes for its Phase Two Rates to be effective one
year after its Phase One Rates take effect, explain whether East Kentucky requires a

ruling on the Phase Two Rates at the same time as a ruling on the Phase One Rates.

Response 2a. EKPC respectfully requests that the Commission issue a ruling
regarding the Phase Two rates at the same time as the ruling on the Phase One Rates.
The Phase One and Phase Two rates are designed to generate the same overall revenue

requirement and are thus revenue neutral.

Request 2b. East Kentucky also indicates that it plans for the Phase Two Rates
“pass-through” filings of its member systems to be filed pursuant to the 30-day notice
requirement contained in KRS 278.180. Assuming, for the purpose of this request, that
its Phase One Rates are effective June 1, 2009, at the end of the suspension period, and its
Phase Two Rates are, therefore, scheduled to become effective June 1, 2010, explain
whether this means that East Kentucky intends for its members to file their Phase Two

applications 30 days prior to June 1, 2010.



PSC Request 2

Page 2 of 2
Response 2b. Yes.
Request 2c. If the answer to part b. of this request is affirmative, explain

whether East Kentucky has considered the potential complications if the Commission
determines that it cannot adequately review 16 Phase Two “pass-through” filings in 30

days and decides that they must be suspended.

Response 2c. A number of EKPC's members have indicated that they plan to file
general rate case applications to implement changes in their retail rates to go into effect
concurrently with EKPC's proposed Phase 2 rates. Indeed, EKPC has encouraged its
member systems to follow this path for implementation of the Phase 2 rates. Any such
rate case filings would be subject to the normal 5- or 6-month maximum suspension

period.

Other member systems, however, may choose to file flow-through rates pursuant to KRS
278.180. Because KRS 278.180 requires that the flow-through must be effectuated on a
proportional basis, the review necessary for the flow-through filings should be less
extensive than a rate case filing. Nevertheless, EKPC recognizes that a 30-day notice
may not provide sufficient time for the Commission to review the flow-through rates.
Therefore, EKPC would not have any objection, and, indeed, would encourage those
member systems which plan to file for flow-through rates to do so no later than 90 days
prior to the effective date of the rates. This would provide the Commission

approximately three months to review the proportional flow-through rates.






PSC Request 3

Page 1 of 1
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 3
RESPONSIBLE PERSON: David G. Eames
COMPANY: East Kentucky Power Cooperative, Inc.
Request 3. Refer to the response to Item 5 of the Staff’s second request.

Clarify whether the gist of the response is that, although the new combustion turbines
(“CTs”) are scheduled to become operational October 1, 2009, when eight months of the
forecasted test year remain, the forecasted test year actually contains nine months of

depreciation expense for the two CTs.

Response 3. When the budgeting process began, the CT’s were scheduled to
become operational on September 1, 2009. Depreciation expense for nine months was
forecasted based on this operational date. However, late in the budgeting process, the
operational date was revised to October 1, 2009, but depreciation expense was not
changed. Therefore, the forecasted test year depreciation on this project is overstated by

one month.

Since the submission of responses to the Commission Staff’s Second Data Request, the
commercial operation date of the CT’s has changed. Please see Response 15(a)(7), and

KIUC Response 4.






PSC Request 4

Page 1 of 4
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 4
RESPONSIBLE PERSON: David G. Eames/William Steven Seelye
COMPANY: East Kentucky Power Cooperative, Inc.
Request 4. Refer to the response to Item 13.b. of the Staff’s second request

and to Eames Exhibit 1 to the Testimony of David G. Eames. The $67.9 million increase
in revenues proposed by East Kentucky is based on the recovery “[o]f all interest costs

through current rates.”

Request 4a. Explain why East Kentucky proposes current recovery of all
interest costs as opposed to continuing to capitalize interest during construction as it has

done historically.

Response 4a. Beginning with this general rate case, EKPC is proposing to
include Construction Work in Progress (CWIP) in rate base and to discontinue accruing
Allowance for Funds Used During Construction (AFUDC) on current construction
projects. Recovering interest expenses through rates on a current basis, rather than
accruing AFUDC, should help strengthen EKPC's financial condition and should help

prevent a further deterioration in its members’ equity percentage.

It has been the longstanding regulatory practice in Kentucky to allow utilities to include
CWIP in rate base rather than accrue AFUDC. Specifically, the Commission has
traditionally allowed Louisville Gas and Electric Company (LG&E), Kentucky Utilities



PSC Request 4
Page 2 of 4

Company (KU) and other utilities to recover current interest expenses on CWIP balances
through rates. The Commission's regulatory practice of allowing CWIP in rate base was
affirmed on appeal in a Franklin Circuit Court ruling in Case Nos. 84-CI-0936 and 84-CI-
1451 dated November 11, 1987.

There is little question that the Commission's longstanding practice of allowing CWIP in
rate base is one of the reasons that utilities in Kentucky currently have some of the lowest
rates in the country. Allowing utilities to recover current interest and other capital
charges through rates prevents the buildup of capital costs along with compounded
interest charges that must be subsequently borne by ratepayers. Furthermore, recovering
current interest charges on CWIP balances through rates is consistent with the ratemaking
principle of gradualism and helps prevent the rate shock effect that is often seen with

AFUDC ratemaking.

Request 4b. Provide a revised version of Eames Exhibit 1 which reflects the
continued capitalization of interest during construction for the forecasted test period.
Include any necessary narrative explanation, supporting documents, spreadsheets,

calculations, etc.

Response 4b. Please see pages 3 and 4 of this response for the inclusion of
AFUDC. Please note that the totals on line 39 for June 2009 through May 2010 have
been corrected for a formula error. This correction does not impact EKPC’s revenue

requirement calculation.
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PSC Request 5

Page 1 of 2
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 5
RESPONSIBLE PERSON: Gary T. Crawford
COMPANY: East Kentucky Power Cooperative, Inc.
Request 5. Refer to the response to Item 18 of the Staff’s second request and

to Exhibits GTC-A, B, and C to the Testimony of Gary T. Crawford (“Crawford
Testimony”). The response indicates that the cost estimates included in the forecasted
test year for Spurlock 4 and Smith 9 and 10 are those included in East Kentucky’s 2009-
2011 budget rather than the more current estimated costs discussed in the Crawford

Testimony.

Request Sa. Explain why East Kentucky made the decision to include the

budget estimates in its forecasted test year rather than the more current estimates.

Response Sa. The 2009 budget estimates are the official cost estimates for the
referenced projects. While management and staff update the estimates periodically
throughout the budget year, these updates do not reflect an official revision to the budget
and are therefore, considered to be management tools used to monitor overall cost

performance as compared to the official budget.

Request 5b. Pages 10-11 of the Crawford Testimony indicate that there is a cost

estimate for Smith 1 more current than the estimate in the 2009 budget. However, the
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testimony also states that this more current estimate is not expected to change the
estimated expenditures on Smith 1 during the forecasted test year from what was
included in the 2009 budget. Provide a detailed explanation for why a decrease in the
total estimated cost of the unit, from $804 million to $766.7 million, is not expected to

impact the level of expenditures on the unit during the forecasted test year.

Response 5b. The lower costs in the more recent estimate are not expected to
occur in the early months of project construction. The more current Smith 1 estimate is
based on the same construction start dates (January 2010) as the former estimate.
Therefore, the project construction costs (CWIP) in the forecasted test year (from January

through May 2010) are anticipated to be the same for both estimates.

Request Sc. The estimated cost of $164 million for Smith 1 as of the end of the
forecasted test year was based on construction beginning in January 2010, as stated on
page 10 of the Crawford Testimony. It has been approximately three months since the
filing of East Kentucky’s application. Explain whether East Kentucky currently expects
to begin construction on Smith 1 in January 2010. If the expected date has changed to

any extent, explain why.

Response Sc. Current plans for starting construction of Smith 1 have not changed
since the filing of East Kentucky’s application and continue to be dependent on timely

receipt of financing and environmental approvals. These are expected by late 2009.
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Page 1 of 5
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE

COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 6
RESPONSIBLE PERSON: James C. Lamb, Jr.
COMPANY: East Kentucky Power Cooperative, Inc.
Request 6. Refer to the response to Item 19 of the Staff’s second request,

specifically, page 1 of 4 of the attachment thereto, which appears to show that, on
average, for each of the last nine years included in East Kentucky’s 1994 forecast (2000 -
2008), actual winter peak demand exceeded the forecast peak demand by roughly 13
percent. It also shows that the next three forecasts, 1998, 2002, and 2004, included
significantly higher peak demands than the 1994 forecast but that lower peak demands

have been included in the 2006 and 2008 forecasts, compared to the three prior forecasts.

Request 6a. Recognizing that 2000 - 2008 represents the last nine years of a 14-
year period covered by East Kentucky’s 1994 forecast, what general factors would

account for the differences between actual and forecast peak demands for that period.
Response 6a. There are 3 general factors that account for the difference between
2000-2008 actual versus 2000-2008 as projected in 1994. The factors are (1) residential

sales, (2) large retail load growth, and (3) load factor. Each factor is addressed below.

Residential Sales

The following table reports total residential sales and average residential use per
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customer for the period 2000 through 2007. Note that the 1994 forecast increasingly

underforecasts actual occurrence.

Residential Sales

Residential Use Per Customer

(MWh) (kWh / Month)
T N e e
2000 | 5,626,500 | 5,190,812 435,688 1,140 1,087 53
2001 | 5,797,895 | 5,313,759 484,136 1,148 1,090 58
2002 | 6,166,723 | 5,441,449 725,274 1,193 1,094 99
2003 | 6,205,364 | 5,588,728 616,636 1,172 1,101 71
2004 | 6,337,737 | 5,726,719 611,018 1,170 1,107 63
2005 | 6,751,547 | 5,850,290 901,257 1,228 1,109 119
2006 | 6,548,160 | 5,946,001 602,159 1,173 1,106 67
2007 | 6,998,554 | 6,127,562 870,992 1,237 1,119 118

There are several reasons for this — first, heat pumps have grown by a much higher rate

than was projected. Second, non HVAC usage has grown sharply starting in the mid

nineties, driven primarily by home computing and home electronics. Finally, home

heating via wood dropped off sharply — it declined much more rapidly than the 1994

forecast had projected.

Large Retail Load Growth

The following table reports how large C&lI load growth has been higher than the 1994

projection. Kentucky has had historical success in attracting electric intensive

manufacturing facilities, and EKPC member systems have seen a number of such

facilities locate in their service areas. It should be noted that as of 2007, EKPC members
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served 121 retail customers in this group — such a relatively small number means that a

single new customer can influence the numbers below.

Large C&I Sales Large C&I Use Per Customer
(MWh) (MWh / Year)
O e I I
2000 | 1,503,523 | 1,317,292 186,231 14,574 14,164 410
2001 | 1,666,141 | 1,345,372 320,769 14,943 14,162 781
2002 | 1,798,352 | 1,374,157 424,195 16,201 14,167 2,034
2003 | 1,874,104 | 1,395,625 478,479 14,135 14,241 -106
2004 | 1,989,780 | 1,417,676 572,104 14,622 14,036 586
2005 | 2,020,875 | 1,440,327 580,548 14,688 14,121 567
2006 | 2,078,245 | 1,463,594 614,651 15,509 14,073 1,436
2007 | 2,137,525 | 1,500,519 637,006 17,665 14,024 3,641
Load Factor

Note the earlier point about heat pumps. Their penetration into EKPC member system

service areas has been at a high rate. While heat pumps are an efficient heating and

cooling appliance, at cold temperatures their efficiency decreases sharply. As a result of

such a rapid penetration of heat pumps, today’s EKPC system load factor is lower than

was projected in 1994. EKPC winter peak demands have likewise been higher than

projected in 1994, as reported in the PSC second data request, question 19.
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Request 6b. Being short on capacity, as it has been in recent years, for how
many years does East Kentucky need accurate forecasting results in order to properly

plan on meeting its customers’ future needs? Explain the response.

Response 6b. This request presupposes that EKPC’s existing state of being short
capacity is related to its load forecast. That is not the case. EKPC’s capacity shortage is
due to 2 factors, neither of which is load related. Those factors are (1) the contract for
power supply that EKPC signed with Kentucky Pioneer Energy, and (2) a planning
philosophy developed around 2002 whereby EKPC decided to utilize the wholesale

market for firm power supply. Both factors are detailed below.

Kentucky Pioneer Enerey (KPE)

In 1999 EKPC signed a power supply agreement whereby KPE would provide 540 MW
of capacity and energy. This arrangement ultimately was unwound, but during the time
that EKPC included it as a power supply resource, the size of the purchase prohibited any
additional power supply resources to be developed. Once it became apparent that EKPC
was not going to see any power supply from KPE, the company began to push ahead with

additional power supply plans, very much in a catch-up mode.

EKPC Planning Philosophy
Please see Section 9.2 of EKPC’s 2003 Integrated Resource Plan for a description of this

philosophy. To summarize, around 2002 EKPC decided to no longer plan capacity for
winter peak plus reserves. Rather, capacity planning was constrained to the average of

the EKPC winter and summer peak.

EKPC’s plan was to explicitly utilize the wholesale power market for winter capacity.

This plan was developed at a time when winter market prices were relatively inexpensive.
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EKPC has subsequently abandoned this philosophy and has returned to capacity planning

based on its winter peak plus reserves.

In summary, EKPC’s current lack of capacity is not due to its forecast of long-term sales
and peaks. Rather, it is due to a contract for power supply that subsequently fell through,
and an EKPC planning philosophy developed around 2002 that emphasized market

purchases in the winter season.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 7
RESPONSIBLE PERSON: Craig A. Johnson
COMPANY: East Kentucky Power Cooperative, Inc.
Request 7. Refer to Item 27 of the response to the Staff’s second request. In

addition to the overhaul scheduled for Cooper 1 in the fall of 2009, clarify whether any
portion of the cost of the overhauls of Dale 1 and 2 in the spring of 2009 will be incurred

during the forecasted test year. If yes, provide the amounts.

Response 7. Yes, Dale Unit 1’s turbine overhaul is scheduled during a unit
outage beginning on April 20, 2009, and lasting until June 12, 2009. Dale Unit 2’s
overhaul is scheduled during a unit outage beginning on April 27, 2009, and lasting until
June 19, 2009. EKPC is expecting charges of $1,350,000 in June of the forecasted test

year.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFE’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 8
RESPONSIBLE PERSON: William Steven Seelye
COMPANY: East Kentucky Power Cooperative, Inc.
Request 8. Refer to the response to Item 29 of the Staff’s second request.

Specify which items in the Steam Allocation Attachment trace to Seelye Exhibit 6 and

identify their specific locations in the Exhibit.

Response 8. The specifically-assigned steam plant of $17,374,007 shown at the
bottom of the response to Staff Request 29 is included in Functional Vector FO01 shown
on pages 27 and 28 of Seelye Exhibit 6. FOOI is used to functionally assign production

plant in the cost of service study.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 9
RESPONSIBLE PERSON: William Steven Seelye
COMPANY: East Kentucky Power Cooperative, Inc.
Request 9. Refer to the response to Item 34 of the Staff’s second request

which states that a combustion turbine would likely qualify for low-cost financing from
Rural Utilities Service at a rate that “[i]s currently less than 4 percent.”” Using this

information, provide a revised Seelye Exhibit 8.

Response 9. Please see attached.
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Seelye Exhibit 8

East Kentucky Power Cooperative, Inc.
Avoided Cost Estimate of Interruptible Power

Estimated Installed Cost of a

CT $ 550 per kw
Estimated Cost of Capital 4.00%
Depreciation 4.00%

ASL for CT 25 Years
Annual Capacity Cost $35.21 per kW
Annual Fixed O&M Expenses 6.5 per kW
Total Annual Cost $51.71 per kW

Monthly Cost $4.30  perkw
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 10
RESPONSIBLE PERSON: Gary T. Crawford
COMPANY: East Kentucky Power Cooperative, Inc.
Request 10. Refer to the response to Item 39 of the Staff’s second request,

which states that the $45.6 million budgeted for a wind farm in 2010 represents a

placeholder for development of a 25 MW wind farm, if and when it can be justified.

Request 10a. Identify what portion, if any, of the $45.6 million is included in the

forecasted test year.

Response 10a. The construction cost of the wind farm included in the forecasted

test year totals $18,991,675.

Request 10b. Identify the schedules, exhibits, etc. that can be used to verify if,

and in what amount, a portion of the $45.6 million is included in the forecasted test year.

Response 10b. Please see the response to KIUC’s Second Data Request 21.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 11
RESPONSIBLE PERSON: Frank J. Oliva
COMPANY: East Kentucky Power Cooperative, Inc.
Request 11. Refer to the response to Item 40 of the Staff’s second request.
Request 11a. The discussion of the maintenance cost for Spurlock 2 being over

budget for 2008 states that this was “[p]rimarily due to maintenance projects associated
with the 10-year overhaul” of the unit. Explain whether this means that the $8.5 million
budgeted (shown in the response to Item 27 of Staffs second request) for the overhaul did
not include some of the maintenance projects associated with the overhaul or if it means
that the projects were included but that some, or all, of them turned out to be more costly

than the amounts budgeted for them.

Response 11a. The $8.5 million included all of the projects associated with the

10-year overhaul of the turbine/generator and work associated with the boiler and
pollution control equipment. The overhaul of the turbine/generator was over budget.
The work associated with a boiler maintenance project involving a dissimilar metal weld
replacement was also over budget. The amount of scaffolding necessary to support the

maintenance projects was under estimated.

Request 11b. The discussion of the Smith 3 overhaul being over budget for 2008

focuses on the timing of the overhaul verses the receipt of invoices from contractors that
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performed the work of the overhaul and how that impacted when costs were recorded.
Aside from the timing issue, the response indicates that the overhaul was $5.5 million
over budget at completion. Explain why the actual cost was so much greater than the

budgeted amount.

Response 11b. The amount estimated for the Smith CT 3 overhaul was obtained

from historical cost for performing similar work on the other combustion turbines. Smith
CT 3 had numerous unexpected problems that could not have been foreseen prior to the
outage. The major items included a cracked turbine casing, replacement of the third stage

vanes, replacement of the compressor vane carrier, and a generator ground fault repair.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE

COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09

REQUEST 12

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.

Request 12. Refer to the response to Item 41 of the Staff’s second request. The

forecasted test year will include the installation of Smith Units 9 and 10 and, based on the

information in East Kentucky’s application, five months of construction on Smith 1.

Request 12a. Provide the supporting workpapers, spreadsheets, etc. which show
how the 89.4 percent of payroll charged to expense and the 10.6 percent of payroll
capitalized in the forecasted test period were derived. Include appropriate narrative

descriptions of the calculations as needed.

Response 12a. Please note that 10.2 percent of payroll is capitalized and §9.8
percent of payroll is expensed in the forecasted test year. Please see the enclosed CD for

the supporting calculations.

Request 12b. Provide, for each of the calendar years 2004 through 2008, annual
payroll showing the amount and percentages charged to expense and the amount and

percentages capitalized.

Response 12b. Please see page 2 of this response.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFEF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 13
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 13. Refer to the response to Item 42 of the Staff’s second request.

Provide, for each of the calendar years 2004 through 2008, East Kentucky’s Other

Operating Revenue - Income.

Request 13. Please see Application Volume 5, Tab 54, Page 2 of 4, for calendar
years 2004 through 2007. Other operating Revenue-Income for 2008 totals $2,589,338.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 14
RESPONSIBLE PERSON: Ricky L. Drury
COMPANY: East Kentucky Power Cooperative, Inc.
Request 14. Refer to the response to Item 47 of the Staffs second request. The

request asked that East Kentucky provide the budgeted cost to be incurred in the
forecasted test year for projects with in-service dates that fall within or after the
forecasted test year. It is unclear whether this response addresses that request. Although
the pages of the response contain a heading that appears consistent with the request, the
response includes (1) projects with in-service dates prior to the forecasted test period and
(2) columns with headings that refer to amounts budgeted for either calendar year 2009 or
2010, but no column with amounts specifically budgeted for the forecasted test period.
Provide the information as originally requested or, in the alternative, an explanation of

how this response complies with the original request.

Response 14. Please see pages 2 through 9.
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EAST KENTUCKY POWER COOPERATIVE SUMMARY
OF PLANNED EXPENDITURES FOR TEST YEAR 6/1/2009 THRU
5/31/2010 TOTAL AMOUNT
BUDGETED EXPENDITURES FOR 6/1/2009 THRU 12/31/09 $ 61,201,182
BUDGETED EXPENDITURES FOR 1/1/2010 THRU 5/31/2010 $ 8,895,076

TOTAL EXPENDITURES FOR TEST PERIOD $ 70,096,258
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE

COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 15
RESPONSIBLE PERSON: Gary T. Crawford/Craig A. Johnson
COMPANY: East Kentucky Power Cooperative, Inc.
Request 15. The response to Item 48 of the Staff’s second request explains that

East Kentucky’s forecasted test year does not include a slippage factor because, by the
end of the forecasted test year, it will have completed construction on three major
projects - Spurlock 4 and scrubbers on Spurlock 1 and Spurlock 2. The response goes on
to state that East Kentucky expects to complete all of its currently scheduled construction

projects without any slippage.

Request 15a. Refer to the three-year construction work plan provided in

response to Item 46 of the Staffs second request. -

Request 15a(1). Page 7 of the document discusses the installation of emission

control equipment, including SCRs, scrubbers, and a new stack for Cooper 1 and 2, at a
cost of $484 million over the period 2009-2012. Describe how far along with this
construction project East Kentucky expects to be by the end of the forecasted test year

and how much of the $484 million will have been expended by that point in time.

Response 15a(1). Work activity on the Cooper Retrofit Project prior to the end of the

test year is limited to design, procurement, and engineering work only. There is no on-

site construction planned during the test year. A detailed cash flow for the project has not
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yet been developed. Therefore, costs for engineering and progress payments for long
lead time items are the only costs to be incurred by May 31, 2010 (the end of the test
year). A very rough preliminary estimate of the cash flow indicates that as much as $57

million could be spent.

Request 15a(2). Page 8 of the document, which discusses the Spurlock 2 scrubber

project, identifies the expected “on-line” date as November of 2008. Provide the date on

which the scrubber went into commercial operation.

Response 15a(2). The Spurlock Unit 2 scrubber was placed in commercial operation

on January 1, 2009. Commercial operation of the scrubber was extended due to startup

and testing delays experienced after the equipment first became available for testing on

October 12, 2008.

Request 15a(3). Page 10 of the document discusses the rebuild of the Spurlock 2

cooling tower, at an estimated cost of $5,058,430, with the work, apparently, scheduled
to be performed entirely during 2008. Provide the completion date of this project and the

actual total cost.

Response 15a(3). The Spurlock 2 cooling tower rebuild was completed on June 7,

2008, at a cost of $5,440,576.73.

Request 15a(4). Page 12 of the document discusses the Spurlock 1 scrubber which

is scheduled to be completed in 2009 at an estimated cost of $172.9 million. Provide the

specific “on-line” date for this scrubber.
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Response 15a(4). Testing on the Spurlock 1 scrubber will begin on May 24, 2009,

upon the return to service of Unit 1 after its spring scheduled maintenance outage. EKPC

expects the commercial operation date to be on or about August 1, 2009. This date

assumes a period of startup and testing similar to that experienced on the Unit No. 2

scrubber.

Request 15a(5). Pages 13 through 20 of the document discuss various projects at

the Spurlock Station, with a combined estimated cost of slightly more than $20 million,

with all the work apparently scheduled to be performed entirely during 2008. Provide the

completion date and actual total costs of each of these projects.

Response 15a(5).

Description
Page 13 — Unit No. 1 Feedwater Heaters
No. 6 & No. 7

Page 14 — Units No. 1, 2, & 3 Operator
Control Stations

Page 15 — Install Unit No. 1 NOx Analyzer

Page 16 — Install Unit No. 2 NOx Analyzer

Page 17 — New Layer SCR Catalyst —
Unit No. 2

Page 18 — Replace Unit No. 3 Limestone Mill
Transport Line

Page 19 — Emergency Back-Up Power

Page 20 - Bed and Fly Ash Silos —
Unit No. 4

Status

Not Completed

Not Completed

Not Completed

Not Completed

$1,878,523
Completed May
2008

$4,385,124
Completed Nov.
2008

Estimated Oct.
2009

Estimated April
2010

Reason

Outage moved to
spring 2009

See (1) on the
following page

See (2) on the
following page

See (3) on the
following page

Project delayed
due to major
construction at site

Equipment delay
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(1) The upgrades have been completed on Unit No. 2 and Unit No. 3. The upgrade to
Unit No. 1 will be completed during the scheduled spring outage. An upgrade to
the Historian System does not require a unit outage and will be completed before
May 30, 2009 — Charges through December have been $268,455.

(2) EKPC did not install the NOx analyzer; instead, EKPC installed an Ammonia Slip
System at a cost of $341,932. This was completed in July 2008.

3) EKPC did not install the NOx analyzer; instead, EKPC installed an Ammonia Slip
System at a cost of $341,932. This was completed in July 2008.

Request 15a(6). Page 21 of the document discusses various modifications to the

Spurlock 1 boiler, with all the work, apparently, to be performed in 2009. Provide the

planned “start” and “completion” dates for this project.

Response 15a(6). The boiler work to Spurlock Unit 1 shall be performed during the

spring outage which is scheduled to start on April 13, 2009 and to end on May 22, 2009.

Request 15a(7). Page 23 of the document, which is dated December 2007,

discusses the new CTs, Smith Units 9 and 10. The section headed “Justification”
identifies the commercial date for the units as June 2009. The response to Item 5 of the
Staff’s second request indicates that, at the time the 2009 budget was prepared, the date
had changed to September 2009, and that, at some later point in time, the date had
changed to October 2009. Explain why, within Iess than 12 months, the date changed

twice for a total period of four months.

Response 15a(7). The changes in the commercial operation dates for Smith CTs 9

and 10 were caused by a number of factors:
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1. The original planned start of construction date was delayed due
to a delay in the receipt of the air permit for the project. The originally planned date was
June 2008. The actual date was September 3, 2008.

2. The project further has experienced a delay in the design,
delivery, and installation of piling materials. Foundation work originally planned for
June 2008 was not actually begun until October 2008. Piling materials were not
delivered to the site until December 2008.

3. Manufacturing and delivery of the combustion turbines were
impacted by hurricane Ike in the fall of 2008, thus delivery schedules were delayed from
December 2008. Currently, the combustion turbines are scheduled to arrive in early

February and mid-March 2009.

Presently, the project is scheduled for testing in October 2009 with commercial operation

on December 1, 2009.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE
COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09
REQUEST 16
RESPONSIBLE PERSON: Robert M. Marshall
COMPANY: East Kentucky Power Cooperative, Inc.
Request 16. Refer to the response to Item 51. parts b. and c. of Staff’s second
request.
Request 16a. Clarify whether or not, based on October being the month in which

merit pay raises are granted, any part of the planned 3 percent increases for 2010 is

included in the forecasted test year.

Response 16a. The 3% wage increase is expected to be approved by the Board in

October 2009, with an effective date of November 2009. Therefore, as indicated in part b
of this response, $828,070 is the portion of the 3% wage increase included in November

2009 to May 2010 of the forecasted test year.

Request 16b. Part c. of the response states that $828,070 of budgeted increases
are included in the forecasted test year but states that this amount is not specifically
identified in East Kentucky’s application. Provide the workpapers, spreadsheets, etc.,
which show the derivation of this amount, along with any necessary narrative description

of said derivation.
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Response 16b. Please see pages 3 through 7 for worksheets supporting the
$828,070. The calculation is as follows:
Regular/Full Time Employees
November & December 2009 $235,339*
January — May 2010 $588,350

($117,670* per month times 5 months)
Part Time/Temporary Employees

November & December 2009 $ 4.381*
Total $828.070

* From Page 7 of 7
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PSC Request 17

Page 1 of 2
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
THIRD DATA REQUEST RESPONSE

COMMISSION STAFF’S THIRD DATA REQUEST DATED 1/23/09

REQUEST 17

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.

Request 17. Refer to the response to Item 53 of the Staff’s second request. The

request asked for the amount included in Account 930 in the forecasted test year and the
portion of that amount that would be classified as “miscellaneous.” Clarify whether the
$2,633,859 cited in the response to be “categorized as miscellaneous” is the total amount
included in Account 930, or just the portion classified as “miscellaneous.” Ifit is the

latter, provide the total amount included in the account.

Response 17. In responding to Commission Staff Second Data Request 53,

EKPC provided only the amount classified as miscellaneous. Page 2 of this response
reflects a full categorization of amounts in Account 930. Please note that the
miscellaneous amount of $2,654,474 is slightly different than the $2,633,859 originally

reported in the response to Commission Staff Second Data Request 53.



PSC Request 17
Page 2 of 2

Analysis of Account No. 930 — Miscellaneous General Expenses
For the 12-month Period Ended May 31, 2010

Line Item Amount
No. (a) (b)
1 Industry Association Dues 1,670,495
2 Stockholder & Debt Service Expenses
3 Institutional Advertising 521,500
4 Conservation, Safety Advertising 10,000
5 Rate Department Load Studies
6 Director's Fees and Expenses 403,940
7 Dues and Subscriptions
8 Miscellaneous 2,654,474
9 Total 5,260,409

10 Amount Assigned to Kentucky Jurisdictional 5,260,409

93010 783,290
93020 403,940
93021 1,670,495
93022 1,156,877
93023 640,268
93025 596,539

5,260,409



