MATHIS, RIGGS & PRATHER, P.S.C.
ATTORNEYS AT LAW
500 MAIN STREET, SUITE 5
SHELBYVILLE, KENTUCKY 40065

C. LEWIS MATHIS, JR.
T.SHERMAN RIGGS
DONALD. T. PRATHER
NATHAN T. RIGGS

March 8, 2010

Mr. Jeff Derouen, Executive Director
Kentucky Public Service Commission
211 Sower Boulevard

P. O. Box 615

Frankfort, KY 40602

TELEPHONE: (502) 633-5220
FAX: (502) 633-0667

e-mail: dprather@iglou.com

Re:  Application of Shelby Energy Cooperative, Inc. for an Adjustment of Rates

Case No. 2009-0410

Dear Mr. Derouen:

Please find enclosed the original and seven (7) copies of the responses to the Commission’s
Order “Commission Staff’s Second Data Request to Shelby Energy Cooperative, Inc.” dated

February 22, 2010.
Respectfully submitted,

(2 (D

Donald Prather
Counsel for Shelby Energy Cooperative, Inc.

Enclosure


mailto:dprather@iglou.com

The undersigned, Debbie Martin, as President & CEO of Shelby
Energy Cooperative, Inc., being duly sworn, states that the responses
herein are true and accurate to the best of my knowledge and belief formed
after reasonable inquiry.

Dated: March 8, 2010
SHELBY ENERGY COOPERATIVE, INC.

By: @W W/%é;/

DEBBIE MARTIN, PRESIDENT & CEO

Subscribed, sworn to, and acknowledged before me by Debbie
Martin, as President & CEO for Shelby Energy Cooperative, Inc. on behalf
of said Corporation the 8" day of March, 2010.

N\ .
(UL

Notary Public, Kentucky State At Large

My Commission Expires: 9//‘/’}

CERTIFICATE OF SERVICE

The undersigned counsel certifies that the foregoing responses have
been served upon the following:

Original and Seven Copies

Mr. Jeff Derouen, Executive Director
Kentucky Public Service Commission
211 Sower Boulevard

Frankfort, KY 40601

This 8" day of March, 2010.

ATTORNEY FOR
SHELBY ENERGY COOPERATIVE, INC.




Item No. 1
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Witness: Jim Adkins

SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:

Refer to Exhibits B and C of the application, PSC No. 5, 8" Revised Sheet
No. 15. Explain why the proposed increase in the Off-Peak Retail Marketing
Rate (ETS) is not reflected on these pages. [f Shelby Energy’s intent is to raise
the rate to $.065190 per kWh, as shown in its newspaper notice, file a revised

tariff sheet reflecting the proposed rate.

Response:
The proposed increase in the Off-Peak Retail Marketing Rate (ETS) is not

reflected in Exhibits B and C due to an oversight. It is Shelby’s intent to increase
this rate and a revised tariff sheet reflecting the proposed rate is attached to this

response.



Form for filing Rate Schedule FOR All Territory Served

Community, Town or City

P.S.C. No. 5
8th Revised Sheet No. 15
Shelby Energy Cooperative, inc. Canceling P.S.C. No. 5
Shelbyville, KY 7th Revised Sheet No. 43

Name of Issuing Corporation

CLASSIFICATION OF SERVICE

Rate
OFF-PEAK RETAIL MARKETING RATE (ETS) Per Unit

AVAILABILITY OF SERVICE

This special marketing rate is made as an attachment to Rates 11 and 12 (T)
and all other terms of those rate schedules apply except those covered here. ltis
available for specific marketing programs as approved by Shelby Energy's Board of
Directors.

The electric power furnished under this marketing program shall be separately
metered for each point of delivery and is applicable during the below listed off-peak hours.
This rate is available to customers already receiving service under Rates 11 and 12. (T)
This marketing rate applies only to programs which are expressly approved by the Public (T)
Service Commission to be offered under the East Kentucky Power Cooperative's (T)
Wholesale

Months Hours Applicable - EST
May through September 10:00 P.M. to 10:00 A. M.
October through April 12:00 Noon to 5:00 P.M.
1000 P.M. to 7:00 AM.
Rates

The energy rate for this program is as listed below:

All kWh $0.06519 )]
DATE OF ISSUE DATE EFFECTIVE;
ISSUED BY TITLE: President & CEO

Name of Officer



Form for filing Rate Schedule

Shelby Energy Cooperative, {nc.
Shelbyville, Kentucky
Name of Issuing Corporation

FOR All Territory Served
Community, Town or City
P.8.C. N0, 5
8th Revised Sheet No. 15—
Cancelling P.S.C. NO. 5
7th Revised Sheet NO 15

CLASSIFICATION OF SERVICE

OFF-PEAK RETAIL MARKETING RATE (ETS)

Rate
Per Unit

AVAILABILITY OF SERVICE:

This special marketing rate is made as an attachment to Rate GS-1-8Rate40 and
all other terms of that rate apply except those covered here. It is available for specific
marketing programs as approved by Shelby Energy's Board of Directors.

The electric power furnished under this marketing program shall be separately
meftered for each point of delivery and is applicable during the below listed off-peak hours.
This rate is available to customers already receiving service under Rate 5&5-4+&Rate—40—
This marketing rate applies only to programs which are expressly approved by the Public Kafe | (2
Service Commission to be offered under the Marketing-Rete-of East Kentucky Power

Cooperative's Wholesale Power Rate Schedule E.

Aake lf o+ foatel2

LRate Vit &

-

(7)

Months Hours Applicable - EST
May through September 10:00 P.M. to 10:00 AM.
October through April 12,00 Noon fo 5:00 P.M.

10:00 P.M. to 7:00 A M,

Rates

The energy rate for this program is as listed below:
HODLE/70

All kKWh ~$6-95842- per kWh (1) (I>
DATE OF |SSUE July 21, 2009 DATE EFFECTIVE: August 1, 2009
ISSUED BY ' Z géé'é;é ) %/f o TITLE  President & CEO

Name of Officet

Issued by authority of an Order of the Public Service Qommission of l%n%l}@

Case No. 2008-00536

PUBLIC SERVICE COMMISSI

NTUCKY
BTIVE
8/1/20
Da%RSU%—*‘@%@%%
SECTION 9 (

ol oo

ON

¢l ¥ Elecutive Director
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSION STAFF'S SECOND DATA REQUEST

Questions:
File an index to be included with Shelby Energy’'s proposed tariff which

lists each rule, regulation, and rate, and the tariff sheet on which each is located.

Response:

An index appropriate for Exhibit C in the Application is contained on page

2 and page 3 of this response.
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Shelby Energy Cooperative
Proposed Rates, Rules and Regulations Index - Exhibit C

PSC KY NO: 8
Current Proposed Revised
Rates, Rules and Regulations Sheet No. Rate Rate Sheet No.
Rates, Rules and Regulations 1-37
Section and Title:
20.  Reconnection Charge
Reconnect fee / Reconnect for disconnect fee 9 $50.00 $65.00 9
21 Collection of Delinquent Accounts
Service call charge / Collection fee 9 $25.00 $30.00 9
After regular working hours service call charge / Overtime fee 9 $75.00 $75.00
22.  Checks Returned - Unhonored by Bank
Service charge / Return check fee 10 $10.00 $25.00 10
42. Meter Testing
Meter test fee 26 $25.00 $32.50 26




Shelby Energy Cooperative

Proposed Tariffs Index - Exhibit C
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PSCKYNOQ: 5

Rate Classification Rate Schedule Sheet No. Proposed Revised Sheet
Large Power Service 2 5-8 T-N-D 5
Outdoor and Street Lighting 3 9-11 i 9
Standby Power 4 12-14 D 12-14
Off-Peak Retail Marketing ETS 15-16 T-1 15
Large Industrial - (500 to 4,999 KW) B1 17-19 No Change -
Large Industrial - (5,000 to 9,999 KW) B2 20-22 No Change -
Large Industrial - (10,000 KW and over) B3 23-25 No Change -
Large Industriai - (500 to 4,999 Kw) - "two-party" contracts C1 26-28 No Change -
Large Industrial - (5,000 to 9,999 KW) - "two-party" contracts C2 29-31 No Change -
Large Industrial - (10,000 KW and over) - "two-party" contracts C3 32-34 No Change -
Interruptible Service Rider 35-38 No Change -
Optional T-O-D Demand Service 22 39-42 | 39
UG Differential Cost - Pg1&2 No Change -
Cable Television Attachment 5 46-55 i-R 46
Voluntary Interruptible Service Rider 56-59 No Change -
Special Outdoor Lighting Service 33 60 '
Renewable Resource Energy 24 60-61 No Change -
Environmental Surcharge ES 62-63 No Change -
Net Metering Service NM 96-124 No Change -
Touchstone Energy Home Program - 1 No Change -
Cogeneration and Small Power Production => 100 kW 90-92 No Change -
Cogeneration and Small Power Production < 100 kW 93-95 No Change -
Direct Load Contro] - Residential / Commercial DSM 3(a)(b) 96-102 No Change -
General Service 11 103-104 N 103-104
Residential Service 12 105-106 N 105-106
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:
Provide a reconciliation of the amount of increase per class shown in

Exhibit D with the amount per class shown in Exhibit G, p. 1 of 2.

Response:

Provided below is a comparative schedule for the proposed increase

amounts for the old rates and the new rates.

REVENUE SUMMARY
FOR OLD RATES 1 & 10 AND NEW RATES 11 &12
Normalized Proposed

Old Rates

Rate 1 10,312,537 10,807,653
Rate 10 12,055,527 13,745,983
Total 22,368,064 24,553,636
New Rates

Rate 12 19,884,486 22,216,704
Rate 11 2,117,469 2,336,931
Total 22,001,955 24,553,635

The amount of increase for the new rates in the above schedule looks to be

$2,551,680. However, the actual increase amounts to $2,185,571 with the
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difference amounting to $366,109. This difference is due to the reclassification of
customers from the old rates to the néw rates. If the reclassification had been
completed without the proposed change in rates, Shelby Energy would have
suffered a reduction in revenue of $366,109. However, the true increase is equal
to the proposed revenue for Rates 11 and 12 minus the normalized revenue for

the old Rate 1 and 10.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:

Refer to Exhibit H of the application, the Direct Testimony of Debbie
Martin, at questions 12. Ms. Martin provides the proposed increase as
$2,262,336. Confirm that the increase being requested by Shelby Energy is

$2,268,197, as shown in Exhibit J.

Response:

The amount of increase listed in Exhibit J of $2,268,197 is the amount of

increase being requested by Shelby Energy.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Refer to Exhibit H of the application, the Direct Testimony of James R.
Adkins.

a. Questions:

Refer to page 7, Mr. Adkins states that, in the cost-of-service study
(“COSS”), the minimum-size method was used for Accounts 364, Poles and 365,
Overhead Conductor; and that the zero-intercept method was used for Account
368, Transformers. Explain why Mr. Adkins chose two different methods to

determine the demand and consumer-related components.

a. Response:

The zero-intercept method is preferable method to utilize in the
determination of the demand-related and consumer-related components.
However, sometimes the results of the zero-intercept method are not realistic to
use in a COSS. The regression equation provides a zero-
intercept that is a negative number or the regression equation provides an
amount for the minimum size amount that is not appropriate. One major reason

for this result in Shelby Energy’s case is the way that Shelby Energy maintains its
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inventory for Account 364, poles. Poles of more than one size have been
combined together and this makes it less amenable for using the zero-intercept
method in the determination of the demand and consumer-related components.
The results of the regression equation for Account 365, Overhead Conductor
were not usable for the determination of the demand and consumer-related
components. One general rule that is used in these types of cost of service
studies, assuming that the results of the zero-intercept method are not far
superior or appropriate than the results of the minimum size method, is to use the

method that will produce the lower consumer-related component.

b. Question:

Refer to pages 11 and 12. Mr. Adkins states that Shelby Energy is
proposing that the Off-Peak Retail Marketing Rate be set based on the results of
the COSS rather than set at 60 percent of the residential energy rate.

(1) State the number of customers on this rate and whether or not
it was marketed to those consumers based on the rate being 60 percent of the
residential energy rate.

(2) Other East Kentucky Cooperative, Inc. (‘EKPC”) cooperatives
have indicated that EKPC has suspended the program. Explain whether Shelby

Energy intends to continue the program if EKPC has suspended it.
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(3) Does Shelby Energy believe that customers will be deterred
from choosing this rate if it is approved as its proposed higher percentage of the

residential energy rate?

b. Response:

(1) Shelby Energy had 84 customers on this schedule as of the
end of the test year. Shelby has not marketed this program on the basis of its
rate being equal to sixty percent of the residential energy rate.

(2) EKPC discontinued its discounted wholesale rate for ETS
purposes in Case No. 1994-00336 effective January 1, 1995. In that case EKPC
proposed an off-peak energy rate for Schedule E that was equivalent to the
discounted ETS rate. Shelby plans to continue this program but with the
proposed rate that is based on a cost-of-service study and not as a percentage of
the residential energy rate. The problem with this type of rate approach is that
the distribution cooperative is able to pass on only a portion of its increase in
wholesale power rates due to Fuel Adjustment Clause (“FAC”) changes. As an

example, when EKPC increases its wholesale energy rate by one cent due to an
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increase in base fuel rate by one cent, the distribution cooperative is able to pass
on only six tenths of one cent and losing four tenths of one cent. This fact
makes ETS programs much less attractive for distribution cooperatives.

(3) Shelby Energy believes that customers will not be deterred
from choosing this option because the proposed rate is still significantly lower

than the proposed residential energy rate.

¢. Question:

Refer to page 13. In the middle of answer 21, Mr. Adkins states, “The
proposed rate design may contain the least amount of justification of (sic)
because it does deviate from the COSS much than the other two areas.” Explain

this statement.

c. Response:

A clarification on this statement is provided as follows. The COSS has
been utilized in this rate application for three purposes: the determination of
revenue requirements for all rate classes, the allocation of the requested

increase to the various rate classes, and
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the rate design for each rate class. The statement in the testimony of Mr. Adkins
alludes to the fact that the overall proposed rate design in this application does
not follow the results of the cost service as study as closely as does the
determination of revenue requirements or the allocation of the requested
increase amount. This opinion is predicated primarily upon the fact that the
customer charge requested for Rate 12, the new residential rate, is much, much

less than is substantiated in the COSS.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Refer to Exhibit J of the application.
a. Question:

Refer to page 1 of 2. The following rates appear in Shelby Energy’s tariff
but are not included in the revenue analysis: Standby Power Rate — Rate 4;
Large Industrial Rate — Rate B3; Large Industrial Rate — Rate C1; Large
Industrial Rate — Rate C2; Large Industrial Rate — Rate C3; Optional TOD
Demand —~ Rate 22; and Special Outdoor Lighting Service — Rate 33. Confirm

that there are no customers taking service under any of these rates.

a. Response:

There are no customers taking service under any of these rate schedules.

b. Question:

Shelby Energy has a tariff rider for Renewable Resource Energy —~ Rate
24. State the number of customers who have chosen this rider as of the end of
each month of the test year, the amount of revenue received during the test year

and the account in which this revenue is recorded.
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b. Response:

The rate schedule identified as the Renewable Resource Energy — Rate
24 is identified in Exhibit J as Envirowatts and the amount revenue recorded in
Account 440.10 for the test year was $3,497.00. The customer count for each

month of the test was the following:

August — 129 February - 132
September — 129 March - 132
October — 130 April - 133
November — 129 May - 133
December - 130 June — 133
January — 131 Jul - 132

¢. Question:

Refer to pages 2, 3, 4, and 7 of 12. Explain why normalized revenues for
the proposed Rates 11 and 12 do not equal the normalized revenues for current

Rates 1 and 10.

c. Response:

The normalized revenues for the old Rates 1 and 10 will not equal the
normalized revenues for the new Rates 11 and 12 because of the reclassification

of customers and the rate designs for the rate classes being significantly
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different. Listed below is a summary of the normalized and proposed rates for

the old rate classes and for the new rate classes.

REVENUE SUMMARY
FOR OLD RATES 1 & 10 AND NEW RATES 11 &12
Normalized Proposed

Old Rates

Rate 1 10,312,537 10,807,653
Rate 10 12,055,527 13,745,983
Total 22,368,064 24,553,636
New Rates

Rate 12 19,884,486 22,216,704
Rate 11 2,117,469 2,336,931
Total 22,001,955 24 553,635

The normalized revenues for new Rates 11 and reflect that in the reclassification
process all residential customers from old Rates 1 and 10 were placed in the new
Rate 12 and all non-residential customers in old rates 1 and 10 were placed in
the new Rate 11. The current rates for those rate classes were then applied to
the billing quantities for the reclassified customers. This reclassification process
would have resulted in a revenue decrease for Shelby Energy of $366,109 or the
total revenues for the normalized old rate classes (Rates 1 and 10) minus the

total revenues for the normalized new rate classes (Rates 11 and 12).
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d. Questions:

Refer to page 11 of 12. Explain why this page shows a rate of $.02825
per kWh when Shelby Energy’s Renewable Resource Energy Rate — Rate 24 is

$.0275 per kWh.

d. Response:

The amount on page 11 of 12 should be changed to indicate an energy

rate of $.0275 for Rate 24. The rate of $.02825 is an error.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:
Provide a copy of Exhibits J and R electronically on CD-ROM in Microsoft

Excel formal with all formulas in tact and unprotected.

Response:

Attached to this filing are Exhibits J and R in an electronic format on a CD-

ROM.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:
Refer to Exhibit R of the application. Describe any differences in
methodology used in the COSS submitted in this case relative to recent COSSes

prepared by Mr. Adkins in rate cases of other EKPC distribution cooperatives.

Response:

The methodology used in the COSS in this case is the same as the

methodology used in the rate cases of other EKPC distribution cooperatives.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF’'S SECOND DATA REQUEST

Refer to Exhibit R, page 2 of 30.
a. Question:

Adjusted test-year total distribution operation expenses on this page total
$1,336,612. However, Exhibit S shows total distribution expenses to be

$1,336,483, a difference of $27,871. Explain the discrepancy.

a. Response.

Exhibit S contains a statement of operations that is presented in summary
form while Exhibit R, page 2 of 30 is based on more detailed accounts. In the
review of the expenditures in each account on page 2, it was determined that
some further investigation was needed on the level of expenses. Account 586,
meter expenses revealed that it contained some expenses that should have been
accounted for in Account 903, consumer records and collections. The amount of

this change or reduction in Account 586 expenses was $27,871.
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b. Question:
Adjusted test year total consumer accounts expenses on this page total
$751,586. However, Exhibit S shows total consumer accounts expenses to be

$723,717, a difference of $27,870. Explain this discrepancy.

b. Response:

Account 903 was increased by the amount of 27,870 for the reasons
stated above in the response to Item 9a. The amount of decrease in Account

586 equals the amount of increase in Account 903.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF’S SECOND DATA REQUEST

Question:
Refer to Exhibit R, page 6 of 30. Explain why Account 585, Street Lights

is allocated 100 percent to the Meters function.

Response:

Account 585 should have been allocated to the Meters function and not to

Street Lights.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF’'S SECOND DATA REQUEST

Refer to Exhibit R, page 8 of 30, footnote 6 at the bottom of the page.
a. Question:

The first number under the Total column, $17,024,566, appears to be the
total of Overhead Conductors and Devices rather than Poles, Towers and

Fixtures as labeled. Confirm that this total is mislabeled.

a. Response

It is correct that this is the total of Overhead Conductors and Devices.

Poles, Towers and Fixtures is incorrect.

b. Question
The second number under the Total column, $307,519, appears to be the
total of Underground Conduit rather than Overhead Conductors as labeled.

Confirm that this total is mislabeled.



Item No. 11
Page 2 of 2
Witness: Jim Adkins

b. Response

It is correct that the second number under the Total column in the amount
of $307,519 is mislabeled as Overhead Conductor when it should be

Underground Conduit.

c. Question
Explain where in the COSS the allocations calculated in footnote 6 are

used.

c. Response

These allocations have not been used in this COSS. None of footnote 6

has been used in this COSS.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question
Refer to Exhibit R, page 9 of 30. State whether or not the numbers in the
Amount column represent payroll dollars assigned to the accounts shown. If not,

explain the origin of the numbers in that column.

Response

The numbers in the amount column do represent payroll dollars.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:

Refer to Exhibit R, page 12 of 30. Explain why the accumulated
depreciation amounts of $9,731,959 and $1,679,194 shown on this page (totaling
$11,411,153) do not equal total accumulated depreciation of $11,336,003

reported in Exhibit S, page 2.

Response:

Listed below is a schedule that provides how these amounts were

developed and the source of this information from the application.

ACCUMULATED DEPRECIATION
Distribution] General
Reference Plant Plant

Exhibit Z of Application
Acct 108.60 9,689,799
Acct 108.70 1,678,563

Exhibit R of Application, Schedule R
Page 3 of 30

Line 56 Depreciation Adjustiment 42,160

Line 57 Depreciation Adjustiment 631

9,731,959 | 1,679,194
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:
Refer to Exhibit R, page 17 of 30, table No. 2. Explain how the minimum

size of .09924 was determined.

Response:

The amount of .09924 comes from page 16 of 20 in Schedule R in the
schedule labeled as “Account 365 — Qverhead Conductor” and it the per unit

price for 8 ACWC, the historical minimum size conductor for Shelby Energy.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Refer to Exhibit R, pages 19 and 20 of 30.
a. Question:

Explain how Purchased Power Energy was allocated to the customer
classes. The allocation percentages do not appear to match the allocation
percentages calculated on page 21 of 30.

a. Response:

Shelby Energy is billed on the basis of EKPC’s wholesale rate Schedule
E-2 and Schedule B. Provided below is a schedule on purchased power that has
been utilized with the tables presented in pages 21 and 22 of Exhibit R in the

application. This schedule is based on Exhibit 16 in the Application.
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PURCHASED POWER TABLE 1
FOR THE ALLOCATION OF THIS EXPENSE TO RATE CLASSES
Green

Demand Energy Power ETS Total
Schedule B 1,874,350 7,448,668 9,323,018
Schedule E 4,159,044 15,526,948 3,285 24,550 20,185,715
Total 6,033,394 22,975,616 3,285 24,550 29,508,733

Schedule B Schedule E ETS Total

Demand Costs
Demand Chrg 1,874,350 4,159,044 6,033,394
l.oad Center 146,598 325,290 471,888
Total 2,020,948 4,484,334
Energy Costs 7,448,668 15,526,948 24,550 23,003,451

9,469,616 20,011,282 24 550 29,508,733

Table 2 below provides the allocation of the wholesale energy costs for EKPC

Schedule E to Shelby Energy’s Rate Classes.

PURCHASED POWER ALLOCATION TABLE 2
1 2 10 3
EKPC Total General  Large Power Optional DSM Outdor & St
Schedule E Amount Service Service Schedule Lighting
Allocation Percent
Page 21 36.87% 13.23% 49.08% 0.81%
Energy charge 15,526,948 5,724,719 2,054,553 7,621,360 126,316
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Table 3 below provides the allocation of the wholesale energy costs for EKPC
Schedule B to Shelby Energy's Rate Classes and the direct assignment of

wholesale power costs to the ETS and Green Power (Renewable Resource

Energy) rate classes.

PURCHASED POWER ALLOCATION TABLE 3
B-1 B-2
Schedule B Large Large Green
Allocation Percent Industrial Industrial ETS Power
Page 22 76.29% 23.71%
Energy Charge 7,448,668 5,682,524 1,766,144 24,550 3,285

b. Question:
Explain how Purchased Power Demand was allocated to the customer
classes. The allocation percentages do not appear to match the allocation

percentages calculated on page 22 of 30.

b. Response:

Reference Table 1 in the response to 15a above. Provided below is two
tables similar to Tables 2 and 3 which provides the allocations of the Purchased

Power Demand costs.
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Table 4 below provides the allocation of the wholesale demand costs for EKPC

Schedule E to Shelby Energy’s Rate Classes.

PURCHASED POWER ALLOCATION TABLE 4
1 2 10 3
EKPC Total General  Large Power Optional DSM Outdor & St
Schedule E Amount Service Service Schedule Lighting
Allocation Percent
Page 21 48.76% 9.68% 41.18% 0.38%
Demand Charge 4,484,334 2,186,729 434,091 1,846,624 16,891

Table 3 below provides the allocation of the wholesale demand costs for EKPC

Schedule B to Shelby Energy’s Rate Classes.

PURCHASE POWER ALLOCATION TABLE 5
B-1 B-2
Schedule B Large Large
Allocation Percent Industrial Industrial
Page 22 75.11% 24.89%
Energy Charge 2,020,948 1,517,955 502,993
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:
Refer to Exhibit R, page 24 of 30, the Transformers table. Explain why the
cost of the minimum transformer would be higher for Rate 10, Optional DSM

Rate, than for Rate 1, General Service.

Response:

A difference in the cost of the minimum transformer for Rate 10, Optional
DSM Rate and Rate 1, General Service exists for a several reasons. One, the
customers selecting Rate 1, General Service, is normally lower usage customers.
Two, they chose Rate 1 because it is a less expensive choice for them. The
average energy usage for Rate 1 for the test year is approximately 1,030 kWh
and 1,710 kWh for Rate 10. And three, the selection of the minimum size
transformer is determined by the appropriate personnel of Shelby Energy

Cooperative.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:
Refer to Exhibit R, page 25 of 30. For both the Services and Meters tables,

explain why the costs for the Large Power Rate Schedules B-1 and B-2 are zero.

Response:

The meters for these size loads are furnished by EKPC for load research

purposes and the retail consumer pays for the services in these rate schedules.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF’'S SECOND DATA REQUEST

Refer to Exhibit R, pages 26 and 27 of 30.
a. Question:

Refer to the Meter Reading table at the bottom of page 26. The amounts
in the Expense Allocated column do not equal the total shown of $326,264.

Explain how the amounts in this column were calculated.

a. Response:

The wrong amount was utilized and equals the amount is the same as

totaled in the schedule above of $347,309. An incorrect input was made.

b. Questions:

Refer to the Consumer Records table at the top of page 27. The amounts
in the Expense Allocated column do not equal the total shown of $296,112.
Explain how the amounts in this column were calculated.

b. Response:

The wrong amount was utilized and equals the amount is the same as totaled in
the schedule above of $302,342. Below are schedules which compare the

original with a revised based on corrected amounts.
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REVISED
Accounting Services

] Meter |Consumers Allocation

Rate Class Reading Records Total Percent
1 | General Service 125,320 103,560 228,879 36.78%
ETS Marketing Rate 618 438 1,056 0.17%
2 | Large Power Service 869 1,128 1,997 0.32%
10 | Optional DSM Rate 199,104 176,284 375,388 60.32%
B-1 Large Power Rate 353 313 666 0.11%
B-2 Large Power Rate - 17 17 0.00%
3 | Outdoor & St. Lighting 14,372 14,372 2.31%
- 0.00%
0.00%
- 0.00%
- - 0.00%
326,264 296,112 622,376 100%

ORIGINAL
Accounting Services

Meter |Consumers Allocation

Rate Class Reading Records Total Percent
1 | General Service 133,403 105,738 239,141 36.81%
ETS Marketing Rate 658 447 1,106 0.17%
2 | Large Power Service 925 1,152 2,077 0.32%
10 | Optional DSM Rate 211,947 179,993 391,940 60.33%
B-1 Large Power Rate 376 319 696 0.11%
B-2 l.arge Power Rate - 18 18 0.00%
3 | Outdoor & St. Lighting 14,674 14,674 2.26%
- 0.00%
0.00%
- 0.00%
- - 0.00%
347,309 302,342 649,651 1.00
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF’'S SECOND DATA REQUEST

Questions:
Refer to Exhibit R, page 28 of 30. Explain how “Other Revenue” was

allocated to the rate classes.

Response:

Other revenue has been allocated to Rates 1, 3 and 10 proportional on the

basis of their base rate revenue from current rates.
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:

Refer to Exhibit X of the application, page 1 of 7.
a. Provide a detailed breakdown of Accounts 454 and 456.
b. For Accounts 454 and 456, provide the July 31 balances of these

accounts for the most recent five-year period.

Responses:

a.

Account 454, Rent from electric property

Joint use telephone attachments 157,425
CATV attachments 45,564
Ky Data Link 9,481

212,470

Account 456, Other electric revenue

Collection fee 9,680
Meter test fee 25
Reconnect fee 27,350
Return check charge 4,990
Credit report fees 110
Sales tax compensation 12,905
Sales and use tax (38,021)

17,039

Case No. 2009-00410
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1=

Account Number

454 456
Test year 212,470 17,039
2008 309,895 17,578
2007 255,082 39,190
2006 229,179 29,845
2005 102,904 87,122
2004 192,113 71,504

During 2007 and 2008 Shelby back billed Bellsouth for unauthorized attachments in
Account 454. This was a one-time catch up. The level for the test year is representative of

the ongoing billings for attachments.

Case No. 2009-00410
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:

Refer to Exhibit 13, page 3 of 3.
a. Under the “Cost of Money,” Shelby Energy references its last general
rate case as Case No. 8361. Did Shelby Energy intend to reference
Case No. 87137
b. State where in the Order in Shelby Energy’s most recent general rate

case the 6.83 percent is shown.
Responses:

a.

Shelby intended to reference Case No. 8713.

b.
Page 10 of the Order references that Shelby should attain a rate of return of 9%.

Shelby elected to use the rate of return that will be allowed in this application. Shelby

should have used 6.40% instead of 6.43%.

Case No. 2009-00410
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:

Refer to Exhibit 14, page 4 of 6. The first paragraph refers to marking a customer
account as “NO CHECK.” Explain the meaning of this term and the location of this policy

in Shelby Energy’s tariff.

Response:

“NO CHECK” is used to note a customer’s account who has made payment with
four checks within a 12 month period that have been returned by a financial institution as

unpaid for various reasons such as insufficient funds, account closed , refer to maker, etc.

Sheet number 10 of the Rules and Regulations for Shelby Energy is provided as
page 2 of this response. Please refer to the last sentence of Section 22, Checks

Returned — Unhonored by Bank_ of this page for the policy which states “The Cooperative

shall have the right to refuse to accept checks in payment of an account from any

consumer that has demonstrated poor credit risk”.

Case No. 2009-00410
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22. CHECKS RETURNED - UNHONORED BY BANK Witness: Jim Adkins

When a check received in payment of a consumer's account is returned unpaid by the bank for
any reason, the Cooperative will notify such consumer by letter, stating the amount of the check
and reason for its return. Returned checks will then be considered the same as a delinquent
account, and if payment in full is not received for the check within ten (10) business days after
notification, service may be discontinued as prescribed under the section of Rules #16, #17, #21,
and #25 dealing with unpaid accounts. A $10.00 service charge shall be added to all returned
unhonored checks. The Cooperative shall have the right to refuse to accept checks in payment of
an account from any consumer that has demonstrated poor credit risk.

23. TAMPERIN

If meters or other property belonging to the Cooperative are tampered or interfered with, the
consumer being supplied through such equipment shall pay the amount which the Cooperative
may estimate is due for service rendered, but not registered on the Cooperative's meter and for
such replacement and repairs as are necessary, as well as for costs of inspection, investigation,
and protective installations.

24.  NOTICE OF TROUBLE

The consumer shall give immediate notice at the office of the Cooperative of any interruption or
irregularities or unsatisfactory service and of any defects known to the consumer.

The Cooperative may, as it deems necessary, suspend supply of electrical energy to any
consumer or consumers for the purpose of making repairs, changes or improvements upon any

part of its system.

25.  DISCONTINUANCE AND REFUSAL OR TERMINATION OF SERVICE

Any member desiring service discontinued or changed from one address to another shall give the
Cooperative three (3) days' notice, in person, writing, or telephone, provided such notice does not
violate contractual obligations or tariff provisions. The consumer shall not be responsible for
charges for service beyond the three (3) day notice period if the consumer provides reasonable
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Question:

Refer to Exhibit 18 of the application. Explain why the ETS rate is not included in

this exhibit.

Response:

The number of ETS customers is included in Rate 1, General Service. The change
in the number of customers is reflected in the adjustment for the increase in the number of

those customers.

Case No. 2009-00410
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:

Refer to Shelby Energy’s January 25, 2010 filing, which included revised tariff
sheets.

a. Refer to Revised Exhibit B-3. In Revised Exhibit B-3, Shelby Energy
changed a sentence under Section 21, Collection of Delinquent Accounts, to state that, if a
customer is disconnected for nonpayment, in addition to being charged a reconnect fee of
$35, the customer will also be charged a $30 collection fee. Explain why it is appropriate
to charge a collection fee to customers who pay their unpaid bills and reconnect fees by
mail or in person without necessitating a collection trip by utility personnel.

b. Refer to Revised Exhibit B-4(4). This Residential Service Rate 12 includes a
special rule that pertains to motors having a rated capacity in excess of ten or five

horsepower. Explain the necessity of this rule in a residential rate schedule.

Responses:

a.

Although the charge is referred to as a “collection fee”, Shelby Energy uses it

interchangeably with “service call charge” based on the steps involved with collecting or

Case No. 2009-00410
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payment, a service call charge/collection fee of $30 is charged for the trip whether the
account is collected or disconnected. If the account is collected in the field, the $30
service call charge/collection fee is the only charge to the member. If an account is
disconnected for non-payment and payment is later made in the office, by mail or in the
field, a reconnect fee of $35 is charged in addition to the initial service call
charge/collection fee of $30. In this situation, the account usually requires maintenance to
the billing software such as recording an additional deposit, reestablishing the account in
active records, initiating a service order at the time of disconnect for later verification that

account remains inactive, and another trip is required by cooperative field personnel to

reconnect the account.

b.

This special rule should be taken out and it was left in by mistake in the development of

the new tariff.

Case No. 2009-00410
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:

Refer to Exhibit S, page 4 of the application, which shows the amount of the
proposed increase based on attaining a TIER of 2.0X.

a. Describe the methodology employed by Shelby Energy in determining that
2.0X was the appropriate TIER on which to base its requested rate increase.

b. Is Shelby Energy aware of any studies performed by the Rural Ultilities
Service (“RUS”) or the National Rural Utilities Cooperative Finance Corporation (“CFC”) on
the subject of the appropriate TIER level for an electric distributive cooperative? If yes,
identify the studies and when they were performed.

C. Shelby Energy’s request in this case for a 2.0X TIER would produce net
margins of roughly $1.7 million. For each of the five calendar years immediately preceding
the test year, provide the approximate net margins that would have been realized if Shelby

Energy had achieved a TIER of 2.0X.

Responses:

|®

A TIER of 2.0x will allow Shelby to increase its margins, which will result in an
increase in equity. This will allow Shelby to continue to refund capital credits, meet its

mortgage requirement for TIER and DSC, and increase equity ratios.

Case No. 2009-00410
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=

Shelby is not aware of any studies performed by either RUS or CFC that addresses
an appropriate TIER level. Both have minimum requirements in their mortgage
agreements. CFC will periodically address equity levels, but does not give a specific or

target level that is appropriate, but does give ranges. This is generally about 35%.

c.

Margins had a TIER of 2.0x been achieved for the past 5 years are as follows:

Margins for

2.0x TIER
2008 1,669,016
2007 1,690,546
2006 1,745,199
2005 1,350,168
2004 1,267,282

Case No. 2009-00410
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:
Refer to Exhibit X of the application, which provides a comparison of income
statement account levels for the test period and the 12 months immediately preceding the

test period.

a. Page 2 of 7 shows that Account 593.00, Maintenance of Overhead Lines,
increased by $291,689, from $625,640 to $917,329, from 2008 fo the 2009 test period.

Provide a detailed explanation for why the expense increased by this magnitude.

b. Page 2 of 7 also shows that Account 593.10, Right-of-Way Maintenance,
increased by $109,370, from $522,870 to $632,240, from 2008 to the 2009 test period.

Provide a detailed explanation for why this expense increased by this magnitude.

C. Page 2 of 7 also shows that Account 594.00, Maintenance of Underground
Lines, decreased by $32,793, from $78,731 to $45,938, from 2008 to the 2009 test period.

Provide a detailed explanation for why this expense account decreased by this magnitude.

Case No. 2009-00410
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d. Page 3 of 7 shows that Account 903.00, Consumer Records & Collections
Expense, decreased by $73,960, from $331,613 to $257,653, from 2008 to the 2009 test

period. Provide a detailed explanation for why this expense decreased by this magnitude.

e. Page 3 of 7 also shows that Account 908.00, Customer Assistance Expense,
increased by $27,747, from $57,836 to $85,583, from 2008 to the 2009 test period.

Provide a detailed explanation for why this expense increased by this magnitude.

f. Page 3 of 7 also shows that Account 909.00, Informational/ Instructional
Expense, increased by $6,554, from $14,585 to $21,139, from 2008 to the 2009 test

period. Provide a detailed explanation for why this expense increased by this magnitude.

g. Page 4 of 7 shows that Account 923.00, Outside Services Employed,
increased by $169,923, from $45,396 to $215,319, from 2008 to the 2009 test period.

Provide a detailed explanation for why this expense increased by this magnitude.

h. Page 6 of 7 shows that Account 421.10, Gain on Disposition, increased by
$200,710, from ($90,000) to $110,710, from 2008 to the 2009 test period. Provide a

detailed explanation for why this expense increased by this magnitude.

Case No. 2009-00410
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i. Page 5 of 7 shows that Account 427.20, CFC Interest, decreased by
$42,060, from $259,175 to $217,115, from 2008 to the 2009 test period. Provide a detailed

explanation for why this expense decreased by this magnitude.

- Page 6 of 7 shows that Account 418.10, Subsidiary Income, increased by
$48,323, from $2,399 to $50,722, from 2008 to the 2009 test period. Provide a detailed

explanation for why this expense increased by this magnitude.

Responses:
26 a.

Account 593, Maintenance of Overhead Lines increased by $291,689. A large
portion of this amount is accounted for by the wind storm in September, 2008 and the ice
storm of 2009 totaling $236,537, which was not reimbursable by FEMA. The remaining
$55,152 is associated with increased expenses for safety equipment & supplies, tools,
construction department parts and supplies and other minor maintenance items. The cost
for the calendar year of 2008, excluding storms, was $674,514 and this is in line with the

2010 budget projections of $680,796 per month.

26 b.

Account 593.10, Right-of-Way Maintenance increased by $109,370. Shelby Energy
has enhanced its right-of-way management plan by being more aggressive in trimming of
trees and vegetation. This has resulted in increased right-of-way costs of 6.5%, totaling

$40,790, from calendar year 2008 to 2009. In addition, the 2010 budget reflects an 11.7%

Case No. 2009-00410
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increase from 2009. It is the goal of the cooperative to improve service reliability and
shorten duration of outages for members. The cooperative is reviewing plans to address
trees considered to be “danger trees” such as those outside the cooperative’s easement
but represent a risk to primary power lines. The increased attention to right-of-way by the

cooperative and gaining participation of membership will improve restoration time during

outage situations.

26.C.

Account 594.00, Maintenance of Underground Lines decreased by $32,793. During
the past several years Shelby Energy has worked to replace direct-buried underground
lines due to problems that have developed with this type of installation. These
underground lines were being done as small projects on an annual basis and work tapered
off in late 2008. No projects were addressed in 2009, because of the restoration and
maintenance demands related to the wind and ice storm. An average cost for a calendar
year based on 2005 — 2008 is approximately $65-68,000 annually for maintenance to

underground lines.

26.d.

Account 903, Consumer Records & Collections Expense decreased by $73,960 in
part because Shelby Energy previously provided postage-paid envelopes with monthly
statements for customers to pay bills. This service was discontinued in January, 2009 and

cost approximately $36,000 on an annual basis. Another substantial factor was a

transition in payroll labor distribution because of employee promotions and transitions to
Case No. 2009-00410



Question 26
Page 5 of 6
Witness: Jim Adkins

different positions within the cooperative which resulted in a total of $37,500 from 2007 to
2009. Taking these items into consideration and reviewing the average expense for 2008
and 2009 of $271,340 the 2010 budget reflects a total of $270,493 which appears to be

within a normal range.

26.e.
Account 908, Customer Assistance Expense increased by $27,747 a Customer
Service Representative was hired, a former employee, and the majority of this variance is

reflected in payroll and benefits for this employee of approximately $23,743.

26.1.
Account 909, Informational/lnstructional Expense increased by $6,554 because
member safety programs were substantially increased in 2008 and in 2009 for a total cost

of $4,100, advertising in the newspaper was increased by approximately $1,500 and

member education activities by approximately $1,000.

26.9.

Account 923, Outside Services Employed increased by $169,923. A large portion
was spent on attorney fees to assist with programs to communicate and share information
with employees about working without a Union along with negotiating the bargaining unit
agreement. Fees attributable to this work were $119,341. Consultants were obtained to
assist with activities resulting from the changes needed to improve processes and

procedures associated with safety and other recommendations of the management audit

Case No. 2009-00410
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with fees totaling $9,407. Consulting fees for professional engineering services totaled

$33,542 and human resources consulting fees totaled approximately $7,500.

26.h.
Shelby records a gain or loss on the trade, sale, or disposal of general plant items.
Sometimes there are gains, and sometimes there are losses on these transactions. Shelby

expects that it will continue to trade vehicles in the future.

26.i.

During February 2009, Shelby under-accrued interest expense by approximately $20,000.

This has been adjusted in months after the test year.

26.j.
Account 418.10, Subsidiary income, reflects positive margins from Shelby’s subsidiary.

The subsidiary made more net income during 2008 than in 2007. The amount reflected in

this account represents Shelby’s 75% interest in the subsidiary.

Case No. 2009-00410
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SHELBY ENERGY COOPERATIVE
CASE NO. 2009-00410

RESPONSE TO COMMISSIONS STAFF'S SECOND DATA REQUEST

Questions:

Refer to Exhibit 1 of the application.
a. Provide a copy of the union contract.
b. Refer to pages 3 and 4 of the exhibit, and the column labeled Storm
and Christmas.

(1) Provide a detailed explanation for the amount of $1,709 listed
for most of Shelby Energy’s employees.

(2)  Why did some employees receive a different amount or none at
all?

(3)  How was the amount of $1,709 determined?

C. Page 5 shows that employee number 1308 was hired during the test year.
However, this employee number does not appear on the Employee Earnings and Hours
schedule on pages 3 and 4.

(1) Explain this discrepancy.

(2) If employee 1308 has not been included in the schedules filed
but should have been, provide corrected schedules for all schedules affected by this
discrepancy.

(3)  Forwhat position was employee 1308 hired?

4) Provide the date of hire for the new employees.

Case No. 2009-00410
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Response:

27.a.

A copy of the Union contract is contained on pages 4 through 44 of this response.

27.b(1).

The heading for this column should have read “Performance Bonus and
Christmas” instead of “Storm and Christmas”. Based on four specific areas of
performance by Shelby Energy employees, active employees were provided an

opportunity to participate in a performance bonus program.

27.b(2)

Each full-time active employee, those who had completed the required 6 month
training period, participated at the same amount totaling $1,709. This amount consisted of
the performance bonus amount of $1,559 plus a Christmas gift of $150. New employees,
those who had not completed the required 6 month training period, did not participate in
the performance bonus. However, these employees did receive 50% of the Christmas gift
totaling $75. Regular part-time employees participated in the bonus program on a
prorated basis using the number of hours worked as a percentage of hours normally

worked by a full-time employee.

27.b(3)

Included with this response is page 45 and page 46 which provides the method

used to calculate the performance bonus.

Case No. 2009-00410
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27.c(1)

A former employee of 15 years was rehired at Shelby Energy. When entering the
personal information for this employee into the software system, a new employee
identification number of # 307 was created in error. Employee No. 1308 and 307 refer to

the same employee.

27.¢(2)

The employee was included in the schedules as employee # 307.

27.¢(3)

Customer Service Representative

27.c(4)

Employee ID Date of Hire Position

#1308/307 05/01/09 Customer Service Representative
#802 11/07/08 [T Specialist

#1201 05/18/09 Staff Accountant

#211 01/04/10 Apprentice Line Technician
#1310 12/21/09 Apprentice Line Technician
#1911 11/02/09 Apprentice Line Technician
#1912 11/16/09 Apprentice Line Technician

Case No. 2009-00410
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AGREEMENT

BETWEEN

SHELBY ENERGY COOPERATIVE, INC.

- INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS,
LOCAL UNION 2100

EFFECTIVE DATES: September 2, 2009 through September 1, 2012
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AGREEMENT
THIS AGREEMENT, made and entered into as of this 2nd day of September, 2009, by and
between SHELBY ENERGY COOPERATIVE, INC. (hereinafter referred to as the "Cooperative"),
and INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS, LOCAL UNION
2100 (hereinafter referred to as the "Union"),
ARTICLE 1
PREAMBLE

Statement of Principles and Union Responsibilifies

The Union recognizes the responsibilities imposed on it as the bargaining agent for the
employees covered by this Agreement, and realizes that in order to provide maximum opportunities
for continuing employment, good working conditions and good wages, the Cooperative must be in a
strong marketing position, which means that it must provide quality services to its customers at the
lowest possible costs and otherwise be able to operate its business efficiently, economically and
competitively. The Union assunes its full responsibility in the attainment of these goals. The
Union therefore agrees that it will cooperate with the Cooperative and support its efforts to assure a
full day's work on the part of employees and require employees to recognize and abide by the rules
and regulations, board policies and operating procedures established by the Cooperative. The
Union will actively work to avoid absenteeism and any other practices which hurt or interfere with
production and the efficient operation and management of the Cooperative in its effoifs to operate
and manage the business covered by this Agreement as efficiently and economically as possible,
improve services and products, preserve equipment, prevent accidents and strengthen good will
between the Cooperative and its employees, as well as with its suppliers and customers. The Union

further recognizes that the Cooperative has certain definite and stringent obligations and
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responsibilities to its customers and suppliers and the Union agrees that it will fully cooperate with
the Cooperative in the performance and discharge of these obligations and responsibilities. The
Cooperative recognizes its responsibilities to the Union and employees and herein pledges to
cooperate with the Union and strive toward a harmonious relationship between labor and

management of the Cooperative,

ARTICLE 2

RECOGNITION

The Cooperative recognizes the Union as the exclusive bargaining representative for all full-
time and regular part-time employees employed by the Cooperative at it’s Shelbyville, Kentucky,
facility, including the Crew Leaders, Line Technicians, Lead Line Technicians, Service
Technicians, Apprentice Line Technicians, Material Technician/Warehouse employees, but
excluding, St@_l_cﬁipfgﬁ_le_g_hgi_cﬂi_a_ns, all other employees, confidential employees, clerical employees,
managers, guards and supervisors as defined by the National Labor Relations Act, as amended. Itis
the intention of the parties ‘hereto that the bargaining unit covered by this Agreement shall be as
established by the National Labor Relations Board in its "Certification of Representative" in Case
No. 9-RC-18225, and this Article is included herein solely for the purpose of discharging the
Cooperative's obligation under the law to recognize the Union.

ARTICLE 3

MANAGEMENT PREROGATIVES

The operation, control and management of the Cooperative's facilities and operations, and
all business and activities of the Cooperative in connection therewith which are covered or affected
by this Agreement, and the supervision and dirvection of the working forces at such facilities,

operations and business are and shall continue to be solely and exclusively the functions and
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prerogatives of the management of the Cooperative. All of the rights, functions and prerogatives of
management which the Cooperative had prior to entering into this Agreement with the Union are
reserved and retained exclusively to the Cooperative and shall not be questioned by the Union or
any employee covered by this Agreement at any time or in any manner. In no event shall any right,
functioﬁ or prerogative of the Cooperative ever be deemed or construed to have been modified,
diminished or impaired by any past practice or course of conduct, or otherwise, than by an explicit
provision of this Agreement. Specifically, but without limiting or affecting the generality of the
foregoing, it is distinctly understood and agreed that this Agreement does not affect and shall not be
deemed or construed to impair or limit in any way the Cooperative's right in ifs sole discretion and
judgment, to determine the nature and extent of the business to be carried on by the Cooperative;
determine the suppliers and customers with whom it will deal, and the prices at which and terms
upon which its materials, equipment and supplies will be purchased, leased or otherwise acquired
and ifs services and products will be sold; determine the size and composition of the working force
covered by this Agreement, and assignment of work, and policies affecting the selection of
employees; establish and enforce quality, production, construction and service standards for ifs
employees, services and products; establish new departments; discontinue existing departments;
introduce new and improved equipment, facilities and service methods; establish and change
production and work performance standards; change, combine, establish or discontinue jobs or
operations, set wage rates for such jobs or operations, and determine when and if vacancies in the
working force shall be filled; determine the means and methods by which production and services
will be made; determine the hours of operation; subcontract or procure from others any work of the
business as the Cooperative may from time-to-time deemn advisable or necessary, whenever and as

often as, and to such extent as the Cooperative may deem necessary and advisable; and discontinue
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temporarily or permanently, in whole or in part, any operations of the business of the Cooperative

covered or affected by this Agreement. The Cooperative shall also have the right from time-to-time
to make and enforce such reasonable rules applicable to employees covered by this Agreement,
including rules concerning health and safety, alcohol and substance abuse, and to enforce, change,
abolish or modify existing rules applicable to employees covered by this Agreement, as it may from
time-to-time deem necessary or advisable, except as specifically limited herein,

ARTICLE 4

SUBCONTRACTING

It is understood by the Cooperative and the Union that, for the Cooperative to satisfy the
demands of its customers and to successfully operate the business, contracting and/or
subcontracting of work is necessary from time to time. It is therefore agreed by the Union that the
Cooperative may, within its exclusive discretion, engage contractors for all construction, delivery,
service and operations functions, and any and all other functions which it, in its exclusive
discretion, deems necessary or desirable, with the exception that the Cooperative will not use this
subcontracting clause to subcontract work while any employee who is fully qualified and capable of
performing such work has any recall right, except in the case of an emergency. Subcontracting of
work will not cause the direct layoff of bargaining unit employees. The exception in the preceding
sentence shall not prohibit the Cooperative from subcontracting work to be performed by an
employee recalled from layoff pending the employee’s return to work from recall. Finally, neither
this subcontracting provision nor any other provision of this Agreement shall limit, restrict, or
prohibit the Cooperative from subcontracting or continuing to sugcontract any work the

Cooperative subcontracted prior to the execution of this Agreement.
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ARTICLE 5

DISCIPLINE AND DISCHARGE

SECTION 1.

The Cooperative shall have the right to discipline and discharge employees during their
probationary period without cause and without recourse by the Union or by such probationary
employee to the grievance procedure of this Agreement,

SECTION 2,

Discipline and discharge of employees will be at the sole discretion of the Cooperative.
However, such discipline and discharge will only be administered for just cause (which shall
include the “Rules of Conduct” adopted and implemented in accordance with Article 3 of this
Agreement.)

SECTION 3.

It is agreed that in the event an employee is given any disciplinary action, including a
warhing notice, one (1) copy of the warning notice will be given to the employee, one (1) copy will
be sent to the Union Office and one (1) copy will be retained in the employee's personnel file. A
warning notice or notices for any cause may constitute a basis for discharge for any subsequent
infraction and it is wnderstood and recognized by the parties hereto that certain infractions,
including those specified in Section 2 of this Article, may, at the Cooperative's sole discretion,
result in immediate discharge without warning. It is further understood and recognized that in any
event the Cooperative may, in its sole discretion, discharge an employee who receives three (3)

warning notices for any cause or combination of causes in a rolling fifteen (15) month period.
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SECTION 4.

Apprentice Employees: For the purposes of the Agreement, an apprentice may be

terminated, without recourse, for the following reasons:
(1) The employee fails to complete the TVPPA ftraining as stated in Operating
Procedure No. 7; or
2) the Apprenticeship Committee informs the CEO that the employee is unable or
unwilling to carry out the field portion of their duties in an acceptable manner.
ARTICLE 6

UNION SECURITY AND VOLUNTARY CHECKOFF

SECTION 1.

All employees who are hired by the Cooperative shall become and remain members in good
standing of the Union or become an agency fee payer in accordance with the Local Unjon's Bylaws
as a condition of continued employment upon the conclusion of their probationary period, as set out
in Article 8.

"Membership in the Union in good standing" shall mean the tendering of the initiation fee
and periodic dues, or the agency fee uniformly required as a condition of acquiring or retaining
membership in the Union.

SECTION 2.

Thirty-one (31) days after the effective date of this Agreement the Union shall furnish to the

Cooperative a troe and correct list of those employees covered by this Agreement who are members

of the Union,
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SECTION 3. Checkoff.

The Cooperative agrees to deduct each month, from the paychecks of all employees who are
covered by this Agreement, all periodic dues and initiation fees owing to the Union by the
employees, provided, however, that such employees shall have voluntarily signed and submitted a
written authorization which shall conforin to and be in accordance with all applicable Federal and
State laws.

All monies deducted by the Cooperative shall be forwarded to the Business
Manager/Financial Secretary of the Union.

It is understood and agreed that any monies collected by the Cooperative for the Union will
be taken out of the paycheck for the first pay period of the month and remitted to the Union before
the 30th day of the same month.

The Cooperative will recognize anthorizations for deductions from wages, if in compliance
with State and Federal law, to be transmitted to the Union. No such authorization shall be
recognized if in violation of State or Federal law., No deduction shall be made which is prohibited
by applicable law. This provision is subject to whatever shop rule is promulgated by the
Cooperative with respect to garnishments or other wage deductions.

SECTION 4.

If for any reason an employee does not work during the first pay period of any month in

which the checkoff is made, the Cooperative shall make deductions for the above purpose from

such employee's wages out of the next succeeding pay period in which he works.
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SECTION 5.

It is understood and agreed that the Cooperative shall not be obligated or required to
discharge an employee for failure to make payments as required and provided for hereunder unless
the Union shall have first given the Cooperative and such employee ten (10) days written notice of
such employee's default, and an opportunity within said ten (10) day period to pay all sums due and
owing by such employee under the provisions of this Agreement.

SECTION 6.

In consideration of the adoption by the Cooperative of the Union Security and Voluntary
Checkoff provisions, the Union agrees to indemnify and hold the Cooperative harmless from and
against any and all liability, loss, cost, damage, of every kind suffered, incurred or imposed upon
the Cooperative because of any claim, demand, action, unfair labor practice charge, or any other

legal or administrative proceedings, including attorneys fees and court costs, because any employee

is discharged or other action taken, as a result of the provisions of this Article.

ARTICLE 7

NO STRIKE-NO LOCKOUT

The Union and employees agree that during the term of this Agreement neither the Union,
its officers, agents or members shall authorize, instigate, aid, condone or engage in any work
stoppage, strike of any kind or description, including so-called sympathy strikes, or otherwise
interrupt, impede or restrict services of the Cooperative or engage in any activity which would tend
to cause an interruption or delay in the accomplishment of the work and business of the

Cooperative.
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The Union and employees further agree that during the term of this Agreement the Union,
its officers, agents or members will not honor or recognize any picket line or picketing in any form,
including recognition of picket lines or picketing out of so-called sympathy, by any union at the
Cooperative, or any facility or operation of the Cooperative, regardless of where it is located. Any
employee who engages in any conduct prohibited by this Section, or who fails or refuses to comply
with any provision of this Section, shall be subject to appropriate discipline, including discharge by
the Cooperative. Further, the Cooperative shall be under no obligation éo bargain with the Union
concerning employees who are on strike or concerning the subject of any strike so long as the strike
continues.

The Cooperative shall not lock out members of the Union during the term of this
Agreement.

Nothing in the Article will require an employee to endanger Cooperative equipment,
property or the employee’s personal safety, however, if an employee believes the Cooperative’s
equipmeﬁt, property or their personal safety are threatened, they must notify the Cooperative and
the local law enforcement officials immediately. Failure to give such notices will be conclusively
presumed to prove that no such threat existed and the employee will be disciplined or discharged as
set out above, with no recourse,

ARTICLE 8

PROBATIONARY EMPLOYEES

All new or rehired employees shall be placed on probation and shall be classified as
temporary help during the first one hundred twenty (120) actual working days actually worked of

their employment with the Cooperative. During such period the Cooperative may discharge or
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otherwise discipline, lay off, transfer or assign such employees with or without cause, and such
actions shall not be subject to the grievance procedure,

Probationary employees who complete their probationary period will be classed as regular

‘employees and their date of hire shall be from the first day of hiring.

ARTICLE 9

HOURS OF WORK AND OVERTIME

SECTION 1.

A full-time employee's regular work week shall be forty (40) hours, Monday through
Friday, subject to change by the Cooperative when, as determined at the sole discretion of the
Cooperative, requirements dictate—but after notice to the Union-- but shall not be less than eight
(8) hours, excluding a maximum sixty (60) minute lunch break. The lunch break includes travel to
the place where lunch is purchased and travel to return to the work site. In addition, employees
shall receive two (2) fifteen (15) minute breaks during a full eight (8) hour shift. The Cooperative
retains the sole discretion to determine when any employee(s) shall take his breaks. Employees
may be required to leave work prior to the end of their shift in the case of strikes or other work
stoppages, disciplinary suspension of an employee, acts of God. In such event, the employee shall
only be compensated for the hours actually worked.

Part-time employees (employees regularly scheduled to work less than forty (40) hours per
week) are excluded from the bargaining unit and shall work on the days and for the hours directed
by the Cooperative in its sole discretion.

SECTION 2.

10
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Overtime shall be paid for all hours actually worked in excess of eight (8) ina w

forty (40) hours in any one (1) work week af the rate of one and one-half (1'4) times the employee’s
regular straight-time hourly rate (only paid holidays, jury duty, bereavement leave, sick leave and
vacation days shall count as time worked for the purposes of over-time pay). Overtime under this

Section shall be computed on a weekly (Sunday through Sunday) basis. There shall be no

Employees shall be paid at the rate of one and one-half (1%2) times their regular siraight-time
hourly rate for all hours worked on Saturday or Sunday, so long as the employee has previously
actually worked a minimum of forty (40) hours during such week, except as set out above,

Employees will be paid at the rate of two (2) times their regular straight-time hourly rate for
all hours work.eé in excess of sixteen (16) consecutive hours in a work day. In addition, employees

will be paid at the rate of one and one-half (1 %) times their regular straight-time hourly rate for all

hours actually worked when performing work for electric utilities outside the State of Kentucky.

ARTICLE 10

REPORTING AND CALL-OUT PAY

SECTION 1. The call-out rotation will consist of two (2) employees and will be posted yearly.
These two (2) employees will be available and will be called on every call-out. If additional help is
required the employees on the over-time list will be called in order of ascending over-time hours
(lowest first, etc.) until such time as the required help is obtained. The over-time list will be
updated each pay period. Employees on the call-out roster for a particular week shall receive five
(5) hours of pay at time and one-half their regular rate of pay for actually serving call-out duty for

the week. A substitute bargaining unit employee will be assigned for on-call duty when the

11
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regularly scheduled employee is on sick leave or vacation. The substitute will be selected with low
over-time as the first consideration and availability as the second. Prior notice fo and written
approval from management is required for an on-call employee to trade on-call duty days. The
employee requesting the frade, must work the on-call duty day(s) for which they have traded.
When an employee has completed his regularly scheduled work day, left the Cooperative’s
headquarters and in route fo his home, but is called in to report to work more than two (2) hours
prior to the beginning of his next regularly scheduled shift, he will be guaranteed two (2) hours
work at his regular over-time hourly rate of pay. During this two (2) hour period the employee
must respond to any re-callouts by the Cooperative, There will be no overlap of the two (2) hour
minimum or overtime pay by any employee., If an employee has not left the Cooperative’s
headquarters, the time worked will be paid as regular overtime and not be classified as “call-out”
duty. An employee shall not be required to remain longer than the time required to perform the
emergency work existing during the period of such call-outs, Any work assigned before the end of
a regularly scheduled work day will be considered regular overtime and will not be subject to the
minimum two (2) hour call-out provision. If however, the Cooperative determines the rotation
system is not efficiently or effectively covering call-out sufficiently or maintaining a balance in the
overtime hours, then the Cooperative shall have the right to change from the rotation system.
SECTION 2.

Employees on vacation will only be called out after the Cooperative has made an effort to

call out all other employees. Such employees will not have vacation time charged for the hours

worked during scheduled vacation.

12
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ARTICLE 11

WORK ASSIGNMENTS

Notwithstanding any of the provisions of this Agreement, there shall be no limitation or
restriction upon the nature, extent and kind of work which employees who are not covered by this
Agreement (including Supervisory and Management personnel) may perform, nor shall there be any
limitation or restriction as to the times or occasions on which employees who are not covered by
this A.grecincnt (including Supervisory and Management personnel) may perform such work,
Neither shall there be any limitation or restriction upon the nature, extent and kind of work which
employees in the bargaining unit may be required to perform, nor shall there be any limitation or
restriction as to the time or occasions on which bargaining unit employees shall be required to
perform any work in a safe manner. Supervisory and management personnel will not regularly
perform bargaining unit work,

ARTICLE 12

GRIEVANCE PROCEDURE

SECTION 1.

A grievance as referred to in this Agrecment is a dispute arising out of the interpretation or
application of any one or more specific provisions of this Agreement. A written grievance must
designate the specific provision(s) alleged to have been violated. No grievance alleging general
violation of the Agreement or Articles of the Agreement will be accepted or processed by the
Cooperative. Such grievance will be void and not subject to further processing or appeal.
Grievances shall be processed in accordance with the procedures set forth below.

STEP 1. The aggricved employee shall present his grievance in writing to his immediate

supervisor within two (2) days after the cause of such grievance becomes known or could reason-

13
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ably be expected to have been known. If he so desires, the aggrieved employee may be
accompanied by his Union Steward.

STEP 2. If the grievance is not seftled in Step 1, it may be appealed by the employee within
three (3) working days to the President and CEO (or designated representative in event of absence),
who shall meet with the Union's Business Representative and the aggrieved employee. The
President and CEO (or designated representative in event of absence) will give a written answer to
the grievance within thirty (30) days of the initiation of Step 2 by the Union,

STEP 3. If the grievance is not satisfactorily settled in Step 2 and if the grievance is
otherwise arbitrable under this Agreement, it may be referred to arbitration in strict accordance with
the provisions of this Agreement pertaining to arbitration, provided that if the Union fails to notify
the Cooperative in writing by Registered Mail within ten (10) days after the Cooperative gives its
answer in writing to a grievance at Step 2 of the grievance procedure of the Union’s desire to
arbitrate the grievance, then the Union shall be conclusively presumed to have accepted the
Cooperative’s answer and said grievance shall not thereafter be arbitrable.

SECTION 2.

The grievance procedure is subject to the following rules and conditions:

(a) A settlement satisfactory to the Union at any step in the grievance procedure shall be
binding on it and the employee or employees making the complaint,

(b) Saturdays, Svndays and holidays are excluded in computing the time limits specified
in this Article.

(c) All meetings conducted pursuant to the provisions of Step 1 and Step 2 of this

Article shall be conducted at times when the aggrieved employee and others, including the Steward,

are not regularly scheduled to work or at a time mutually agreed to between the Cooperative and the

14
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Union, Neither party shall have more than a total of three (3) persons present, including the
agpgrieved employee, except, by mutual consent, the parties may agree to a greater number.

(d) Employees will not leave their work to investigate, present or discuss grievances.

(e) This grievance procedure constitutes the sole and exclusive means of resolving
confroversies. Pending the raising, processing and/or settlement of a grievance, all employees will
continue to work in a normal manner, and there shall be no slowdown, stoppage or other
interference with work or operations as discussed and set forth in the Articie of this Agreement
entitled “No Strike - No Lockout.”

& Infrequently, due to the nature of the subject matter, the Cooperative or the Union
may request that Step 1 of the grievance procedure be waived. In such cases Step 1 of the
grievance procedure may be waived provided there is mutual agreement by the Cooperative and the
Union to do so.

(& Any time the Cooperative offers a settlement with regard to any grievance, there
will be a Union Official present, "Union Official” shall mean the employee's Steward or the
Union's Business Manager,

(h) Any grievance of any kind which has been presented under the grievance procedure
set forth herein which is not appealed to the next step within the applicable time specified above
and any grievance which has not been presented under the grievance procedure set forth herein
within the time period for presentation of grievances shall be considered settled and shall not be
subject to further discussion or appeal.

SECTION 3.

The Cooperative shall not be reguired or obligated under the terms of this Agreement or

otherwise to submit to the grievance procedure any claim or cause of action which it may have or

15
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assert on account of any alleged violation of this Agreement by the Union or any employee or
employees covered by this Agreement.
SECTION 4.

No grievance may be filed or considered which is based in whole or in part on an occurrence
happening prior to the execution of or after the term of this Agreement. A grievance which is
timely filed over an issue which occurred before the Agreement expired will be processed as though
the Agreement were still in effect.

SECTION 5.

The provisions of this Agreement covering grievance procedure and arbitration are
completely unrelated to and independent of the provisions of the Article of this Agreement entitled
“No Strike — No Lockout” clause. In the event the Cooperative claims that a grievance filed
hereunder is not arbiirable, whether or not such claim be ultimately sustained, such claim shall not
in any way affect or excuse the Union or any employee or employees covered by this Agreement
from the provisions of the Article entitled “No Strike — No Lockout” and their respective
obligations and duties thereunder.

SECTION 6.

In the event any grievance which is otherwise arbifrable under the terms of this Agreement
shall be arbitrated, selection of an arbitrator shall first be attempted by the Union and the
Cooperative attempting to agree on an arbitrator, and, if they cannot agree upon a selection, the
Federal Mediation and Conciliation Service shall be asked to furnish a panel consisting of at least
seven (7) names of arbitrators, One person selected by the Union and one person selected by the
Cooperative shall select a single arbitrator from the panel by alternately siriking a name until such

time as only one (1) name remains, The Cooperative and the Union will alternate in striking the

16
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first name from the list. The Cooperative will strike the first name in the first arbitration case and
the Union will strike the first name in the second arbitration case, etc. The Cooperative and the
Union shall each have the right to reject one (1) panel.

SECTION 7.

No more than one grievance shall be submitted to any one arbitrator unless the Cooperative
and the Union agree otherwise in writing. The Arbitrators selected shall have power to receive
relevant testimony from the parties to the dispute and hear such witnesses as they may desire to
present. The parties may, if they so desire, be represented by counsel in all proceedings held before
the Arbitrator, The Cooperative shall bear the costs of preparing and presenting its case to the
Arbitrator and the Union shall bear the costs of preparing and presenting its case to the Arbitrator,
All other expenses of arbitration, such as, but not limited to the Arbitrator’s fee, and the hiring of a
space in which the arbitration proceedings are held, shall be divided equally between the
Cooperative and the Union.

SECTION 8.

The function of the Arbitrator shall be of a judicial, rather than a legislative, nature. The
Arbitrator shall not have authority to add to, ignore or modify any of the terms or provisions of this
Agreement, The Arbitrator shall not substitute his judgment for the Cooperative’s judgment and
where matters of judgment are involved he shall be limited to deciding whether or not the
Cooperative acted arbitrarily, capriciously or in bad faith. The Arbitrator shall not decide issues
which are not directly involved in the case submifted to him. In any discharge or disciplinary
suspension case where the Arbitrator decides that the aggrieved employee should be awarded any
back pay, the Cooperative shall be entitled to full credit on such awards for the employee’s gross

interim earnings, unemployment compensation benefits, worker’s compensation benefits received

17
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or receivable and any-other compensation he receives from any form of employment during the
period he was not working for the Cooperative. Subject to the foregeing qualifications and
limitations, the Arbitrator’s award shall be final and binding upon the Cooperative, the Union and
the aggrieved employee or employees.
SECTION 9.

Only the Union shall have the right to prosecute grievances under this Agreement and only
the Union shall have the right to take to arbitration any grievance which is otherwise arbitrable
under this Agreement. If the Union fails, refuses or declines to prosecute a grievance on behalf of
an employee, or on behalf of a group of employees hereunder, such employee or employees who
filed such grievance or on whose behalf it has been filed shall be conclusively bound thereby and

both the Union and the aggrieved employee or employees shall theréafter be prohibited from

reviving or further prosecuting said grievance,

ARTICLE 13
PAY PERIOD
Members of the Union shall be paid on the first and sixteenth of the month, the
Cooperative's regular pay day. When the pay day falls on Sundays or Holidays, employees will be
paid the next regular working day, but no later than the 2" and 17™ of the month.
ARTICLE 14

ASSIGNMENT OF OVERTIME

Overtime work shall be assigned to the employee(s) where the overtime exists. All other
overtime assignments shall be determined by an established on-duty roster with the understanding

that during major outage or emergency situations, all Cooperative personnel, contractor employees
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or mutual-aid assistance from other cooperatives may be utilized to serve the members of the
Cooperative. The Cooperative will endeavor to divide overtime work within a work group equally.
In order to assist management in equalizing overtime, a Scheduled Overtime and Out of Town
Overtime roster will be utilized.

ARTICLE 15

RATES FOR NEW JOB CLASSIFICATIONS

Recognizing that during the term of this Agreement the Cooperative may install new
equipment or change work methods resulting in the creation of new job classifications, the
Cooperative shall establish rates for such new classifications in line with the Cooperative's wage
scale for like work and notify the Union's representative in writing, If after ten (10} days the Union
does not question the rate established for the new classification, it shall become the established rate
for the job.

ARTICLE 16

INSPECTION PRIVILEGES

The Local Union Business Manager or designated representative of the Union, the name of
whom shall be furnished to the Cooperative in writing, shall have access to the Cooperative's
establishment during working hours for any legitimate purpose in connection with the
administration of this Agreement, provided he notifies the President and CEO (or designated
representative in event of absence) of the Cooperative beforehand and obtains permission. The
Cooperative will not unreasonably withhold such permission. The Union hereby agrees that its
agents and representatives will not cause any interruption of the Cooperative's working schedule or
interfere with the work of employees or otherwise abuse these visitation privileges when on its

premises. Union representatives will follow the procedures of other visitors to the Cooperative and
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sign in at the reception area and be accompanied by the Operations Manager or other designated
representative while on Cooperative property. In the event of a change of agents, the Cooperative
will be immediately notified in writing.
ARTICLE 17
SENIORITY
SECTION 1,

Seniority of employees covered by this Agreement shall be determined by the Cooperative
on the basis of length of continuous service with the Cooperative from the last date of hire.
SECTION 2.

An employee's seniority, qualifications, ability, skill, work record, and adaptability to
perform the work involved, as determined by the Cooperative, shall apply in the case of layoff,
recall from layoff, and promotions. It is agreed that in the case of layoff no employee, regardless of
his seniority, may displace any other employee unless he is at that time able to perform the work of
the employee being displaced to the satisfaction of the Cooperative. An employee who displaces
another employee pursuant to the provisions of this Section shall be paid at the howrly rate of pay
for that job classification as set forth in Appendix A. When the working force is being increased
after a layoff the Cooperative will apply the same standards as it originally applied for layoff when
the employees are being recalled. The Union shall possess the right to grieve and/or take to
arbitration the issue of whether the Cooperative has acted arbitrarily, capriciously, or in bad faith in
its application of the above factors.

SECTION 3.

When there is to be a reduction/layoff in the workforce, the Cooperative will notify the

Union as to the classification(s) and number of employees to be affected. All probationary,
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seasonal, pari-time, and casual employees shall be laid off before any employees who have
established seniority are affected.
SECTION 4.

The Cooperative will, when it determines it to be practicable, give employees one (1) week
notice prior to layoff.
SECTION 5.

Seniority, qualifications, ability, skill, work record, and adaptability to perform the work
involved, as determined by the Cooperative, shall be the controlling factors in promotion of
employees, and where in the Cooperative's Nexclusive judgment, these factors are equal between two
(2) or more employees, seniority will control.

SECTION 6.

All job vacancies in jobs which the Cooperative decides to fill will be posted for bid for at
least ten (10) full working days. Until the Cooperative has selected an employee to regularly fill
such job vacancy, the vacant job may be filled in any manner the Cooperative sees fit. The
Cooperative will take final action with respect to all job openings within two (2) weeks after the
posting is taken down, Employees shall be permitted to bid only on jobs which are higher than the
job classification which they are in at the time. If no employee in the unit who bids on the job is
selected, using the criteria set out in this Sections 5 and 6, then the Cooperative may hire a new
employee(s) from outside the work force,

If the Cooperative creates imore than one (1) reporting location, there will be no bidding

within the Apprentice, Crew Leader, Lead Line Technician, Line or Service Technician or

Material/Warehouse classifications, unless the employee lives or commits to relocate within fifteen
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(15) miles of such location. Such relocation must occur within six (6) months of being awarded the
job and, if not, the employee will be removed from that job.
The progression within the Line classifications will be as follows:
Apprentice-Level 1
Apprentice-Level 2
Apprentice-Level 3
Apprentice-Level 4
Line Technician
Service Technician
Lead Line Technician
Crew Leader
Promotion from level-to-level within the Apprentice classification and to Line Technician, Service
Technician, Lead Line Technician and/or Crew Leader will be at the sole discretion of the
Cooperative.
SECTION 7.
An employee shall lose his seniority and his status as an employee shall cease for any of the
following reasons:
(a) If an employee quits or is discharged.
(b) If an employee is in layoff status for more than six (6) months.
(©) If an employee, after having been laid off, when notified of recall by the
Cooperative by certified mail sent to the employee's last address appearing on the Cooperative's

records, fails by the end of the work day following the day of receipt of such notification to notify

the Cooperative of his/her acceptance and intent to return to work, or such employee fails to report
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for work on or before the beginning of the seventh calendar day following the day the employee

received the Company’s notification of recall. It shall be the employee’s responsibility to keep the
Cooperative informed of his/her current address.

@ If an employee is absent from work for one (1) day without reporting to the
supervisor before the regular work day begins, unless prevented from doing so because of being
hospitalized or physically unable to do so. The burden of proving such circumstances existed is on
the employee making the claim. Progressive discipline will be administered beginning with a (1)
written warning; (2) a fhree (3) day suspension without pay, and (3) discharge. Discipline will be
administered on a rolling fifteen (15) month basis.

(&) If an employee has retired.

SECTION 8.

Seasonal, temporary, part-time and casual employees are excluded from the bargaining unit
covered by this Agreement and are not entitled to any of the benefits and privileges provided for in
this Agreement,

SECTION 9.

If, and when, employees in the bargaining unit covered by this Agreement are promoted or
transferred to jobs outside the bargaining unit they will retain seniority for a period of twelve (12)
months, during which period such employees will have the right to return to a job in the bargaining
unit, provided they have the seniority to do so. At the end of said twelve (12) month period, if the
employee remains in the job outside of the bargaining unit, he will lose all seniority rights under

this Agreement.
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SECTION 10.

A seniority list shall be made up by the Cooperative within thirty (30) days after the date
this Agreement becomes effective. A copy shall be furnished to the Business Manager or his
designee and a copy posted on the Union Bulletin Board. This list shall be open for correction for a
period of thirty (30) days thereafter and if an employee does not make a protest in writing to the
Cooperative, with a copy to the Union, within such thirty (30) day period after the posting of such

= list, his seniority shall be brought up-to-date on January 31 of each year thereafier.
SECTION 11.

In the event a job vacancy is posted, in accordance with Section 6 of this Article, and no
employees bid on the job and the Cooperative decides not to fill the vacancy by hiring a new
employee from outside the work force, then the Cooperative may assign employees to the position
on a permanent basis. Such assignment will be the least senior qualified employee(s), as
determined by the Cooperative being required to perform that job.

SECTION 12.

If it is necessary for an employee to perforin work in a higher rated classification on a
temporary basis for a period of five (5) consecutive days or more, including holidays then the
Cooperative will offer such work to qualified employees, by seniority. The employee selected will
be paid at the rate of that position. If it is necessary for an employee to perform work in a higher
classification for less than a five (5) day period, the position will be filled by managgment of the

Cooperative and the employee selected will be paid at the rate of that position,
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ARTICLE 18

MEDICAL AND BEREAVEMENT LEAVE

SECTION 1.

“Leave,” as that term is used in this Agreement, shall mean time off taken by an employee
who has accumulated leave time for purposes of bereavement, illness or other medical condition,
including maternity, and shall be used only as provided in this Article.

SECTION 2.

Sick+Leave shall be earned and taken in accordance with Board Policy No. 905, except
employees are not eligible for sick leave until they have completed one hundred twenty (120) actual
working days of employment, actually worked.

SECTION 3.

To receive compensation under this Article, before his/her shift begins, an employee must
notify his immediate supervisor of the necessity for absence, except in the rare instances when the
employee is completely physically unable fo give the required notice (i.e., unconscious or totally
incapacitated). An employee who has been absent from work for three (3) consecutive work days
because of illness or accident must notify and advise his supervisor in writing regarding the
anticipated duration of his/her continued absence. Such written notice must be from the employee’s
attending physician.

SECTION 4.

Any employee found to have falsified the reason for leave or who has abused the leave
provision by falsification or misrepresentation shall, in the Cooperative’s sole discretion, thereupon
be subject to disciplinary action, including discharge. In addition, such employee will restore to the

Cooperative amounts paid to him to which he was not entitled.
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ARTICLE 19
JURY DUTY
An employee who is required to serve and perform jury duty shall be compensated at his
regular straight-time hourly rate by the Cooperative for a maximum of thirty (30) regularly
scheduled work days (up to a maximum of eight (8) hours per work day) per year on a rolling
twelve (12) month basis. Any amount received as juror's fees by an employee performing jury duty
and being compensated under this Article shall be tendered and released to the Cooperative. To
receive compensation under this Article, an employee must provide to the Cooperative valid proof
of such jury duty and the amount received as juror's fees, Whenever the employee is terhporarily
excused from such jury duty by the Court on a scheduled work day he shall advise his immediate
supervisor as promptly as possible and report to the Cooperative and stand ready to work
immediately if requested by the Cooperative. The receipt of notice to report for jury duty must be
reported immediately to the employee’s immediate supervisor,

ARTICLE 20

MILITARY SERVICE

Employees inducted into the Armed Forces of the United States shall be re-employed
according to the provisions of the Vietnam Era Veterans Readjustment Assistance Act of 1974, as
amended (VEVRA), and the Uniformed Services Employment and Reemployment Rights Act of
1994, as amended (USERRA). Any and all benefits under this Agreement which require working
as a condition of earning such benefits and such other benefits as health, medical and other

insurance shall not be due such employees, unless specifically required by statute.
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ARTICLE 21
HOLIDAYS
SECTION 1.
Employees shall be paid eight (8) hours pay at their regular straight time rate for the
following holidays:
New Year’s Day Thanksgiving Day

Martin Luther King, Jr. Day Friday after Thanksgiving

Memorial Day Christmas Eve
Fourth of July Christmas Day
Labor Day Floating Holiday*

* The “Floating” Holiday is added as a vacation day the first pay period of January for the
employee to use as regularly scheduled vacation.

SECTION 2.

To receive holiday pay, an employee must have worked his regularly scheduled hours on the
day immediately preceding the holiday and the day iininediately after the holiday, or have either of \
these days charged to vacation, funeral leave orjury duty.

SECTION 3.

In addition to the above allowance, an employee will be compensated for hours actually
worked on the above listed holidays, except the Floating Holiday, at one and one-half (1 ) times
his regular straight time rate.

SECTION 4.

Holidays falling on Saturday shall be recognized on the previous scheduled work day and

holidays falling on Sunday shall be recognized on the following scheduled work day,
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In the event a holiday falls during an employee's vacation, the employee shall not have

vacation time charged for the holiday.

ARTICLE 22

VACATIONS

The earning, accumulation and scheduling of vacation will be as follows:

A.

New employees, after successfully completing one hundred and twenty (120) work
days of training and continuous employment, will have forty (40) hours of vacation
time placed on the books which may be taken thereafter, upon approval of the
department manager.

Regular full-time employees earn vacation days as follows, based on their
employment date:

I Ten (10) days earned per year through five (5) years of continuous service,
2. Ten (10) days earned per year plus one (1) additional day per year
added for six (6) through fourteen (14) years of continuous

service.

3. The maximum earned vacation, twenty (20) days, will be earned at fifteen
(15) years of continuous service.

4. Vacation is not to be taken during the annual meeting and first aid/CPR
fraining.

Maximum carryover at the end of the calendar year will be equal to annual vacation
camed, plus one (1) week. Example: An employee who earns four (4) weeks of
vacation may catry over five (5) weeks at year end.
Vacation will be scheduled as follows:
1. Selection of one (1) weeks vacation by each employee based upon
seniority followed by repeated selections until all employees have their
entire vacation selected.

2. Vacation will be selected by the 15™ of December annualy.

3. Employees entitled to ten (10) days vacation shall take at least one full
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workweek,

4, No more than two (2) employees will be permitted fo schedule vacations
on the same dates.

E. I the event one of the Cooperative’s regularly scheduled holidays falls within the
employee’s scheduled vacation, such holiday will not be charged against the
employee’s vacation time,

E. Employees who have earned four (4) weeks of vacation per year may take one (1)
week in bonus pay during a designated time in the month of December.

G. Vacation leave will not be advanced nor may an employee show a negative leave
balance on their record.

H. In the case of a person on compulsory military leave, the numbers of years which
determine the vacation earned will continue uninterrupted and the time while on
military leave will count toward the number of years of continuous service to
determine the amount of vacation earned.

ARTICLE 23

GROUP INSURANCE

SECTION 1. The Cooperative shall have the right to change insurance catriers or programs at any
time so long as the group insurance coverage is not substantially reduced.

SECTION 2. The contracts between the Cooperative and insurance carriers will govern in all
matters related to the insurance plans provided for herein. The exact coverage and the conditions
for the coverage of such insurance will be determined by the terms and conditions of the policy or
contract, and the Cooperative will not be liable under any circumstances as an insurer of any of the
benefits to employees.

SECTION 3. Any employee covered by this Agreement who is off work for more than six (6)
months--other than for vacation or a leave of absence approved in writing by the CEO of the
Cooperative--will lose entitlement to all benefits provided for in this Agreement and any insurance

contributions made by the Cooperative will terminate, In order for any such benefits to continue,
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the employee, if eligible, will be required to make. the contributions previously made by the
Cooperative in accordance with the Consolidated Omnibus Budget Reconciliation Act of 1985, and,
if not made by the employee, such benefits will terminate.
SECTION 4, Employees shall contribute ten percent (10%) of the total premium for the health
insurance provided by the Cooperative.
SECTION 5,

(D If an employee’s spouse is employed by another employer where health insurance is
available, then such spouse must obtain health insurance from that employer and it shall be primary
for such spouse. If the spouse is not eligible to obtain the health insurance, under the provisions of
HIPPA, at the time the employee is eligible for health insurance under the Cooperative’s plan, then
upon a certification from the spouse’s employer and its health insurance provider (whether insured
or self-insured) that the spouse is not eligible under the provisions of HIPPA until a later date, the
spouse will be eligible to be covered under the Cooperative’s health insurance program until the
earliest date on which such employee’s spouse is eligible for insurance provided by their employer.

(2) Dependents will be covered by the health insurance of the employee or the spouse
with such dependents being covered by the spouse whose Birthday falls earliest in the calendar
year.

(3) A spouse who loses insurance from their employer will be added to the
Cooperative’s health insurance program within (30) days of notice of termination of such coverage.
An employee who has a spouse covered by the Cooperative’s health insurance program shall certify

in writing yearly, during the month of January, that the spouse continues to be unemployed or is

not eligible for health insurance from their employer,
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SECTION 6. The Cooperative may reopen for negotiations Aiticle 23 of this Agreement with
respect to health and medical insurance if Federal or State health care reform legislation is enacted,
and if either of the below situations occur:
(1)  Legislation requires the Cooperative to make payments above that required to
provide the specified coverage set forth in this Article; or
(2)  The legislation would allow the Cooperative fo realize a cost reduction in replacing
its current plan with that provided for in such legislation.
ARTICLE 24

PENSION PLAN

SECTION 1. Employees hired on or before September 2, 2009 shall receive the NRECA Pension
Plan. The instruments composing the Pension Plan will govern in all matters related to it. The
exact terms and conditions for coverage, retirement, efc. will be determined by the terms and
conditions of such instruments and the Cooperative will not under any circumstances be liable for
any benefits to the employees. New employees hired on and after September 3, 2009 will not be
eligible for or participate in such plan.

For the term of this Agreement, the Cooperative shall pay for such employees the full
contribution rates (Cooperative and employee contributions) required under the NRECA Pension
Plan. The current so-called multiplier will be 1.7. In no case will the Cooperative maintain or
provide Pension Plan benefits to employees who have not completed their probationary period.
SECTION 2. Employees hired on and before September 2, 2009, will be permitted to participate
in the Cooperative’s 401(k) Plan. That Plan currently provides that if an employee contributes one
percent (1%) of his straight time wages, then the Cooperative will contribute two percent (2%) of

such employee’s straight time wages. In addition, only new employees hired on and after
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September 3, 2009, will also be periitted to contribute an additional two percent (2%) of their
straight time wages and for each one percent (1%) of such wages an employee contributes, the
Cooperative will contribute one percent (1%) up to a maximum of two percent (2%).

The instruments composing the 401(k) Plan will govern in all matters related to it. The
exact terms and conditions for coverage, confributions, withdrawal, retirement, ete. will be
determined by the terms and conditions of such instruments and the Cooperative will not under any
circumstances be liable for any benefits to the employees.

ARTICLE 25

MISCELLANEQUS

SECTION 1. Clothing. The Cooperative will provide employees with thirteen (13) sets of
uniforms per year and pay for the laundry of such uniforms. In addition, the Cooperative will
provide an additional five hundred dollars ($500.00) per year for employees to purchase boots, tools
or other appropriate clothing to wear with the uniforms. All uniforms, clothing and other apparel
shall be clean and well maintained, as determined by the Cooperative. A Cooperative
representative will place clothing orders twice per year with sufficient notification of the order date
to allow bargaining unit employees to make selections and submit a completed and signed order
form to the representative. Only clothing and other apparel with logos and/or insignias approved
by the Cooperative management shall be worn.

SECTION 2. Climbing Equipment.

The Cooperative specifically retains the sole discretion to determine the equipment
bargaining unit employees shall use to perform their work. The Cooperative will provide new
employees seven hundred dollars ($700.00) for the purchase of belt and hooks. Should the

employee complete the Apprenticeship Program, the belt and hooks will belong to the employee for
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the duration of his employment, Any such replacement climbing equipment and/or hand tools shall
conform to all applicable rules and regulations as determined by the Cooperative’s safety
representative.

Each employee will furnish the initial set of hand tools. The Cooperative will replace such
climbing equipment and/or hand tools that are broken or worn to a point of being unsafe. Such
equipment must be returned by the employee as a condition of having it replaced.

SECTION 3. Driver’s License.

Crew Leaders, Lead Line Technicians, Line Technicians, Service Technicians, Apprentice
Technicians and any other employees who drive or operate Cooperative vehicles or equipment shall
maintain an active, Kentucky driver’s license with a Commercial Driver’s License (“CDL”)
certification. The Cooperative will pay for the required CDL portion of the license. Loss or
revocation of a driver’s license or a CDL for a “Major Violation” under the CDL Regulations will
result in the termination of the employee. If it is a “Serious Violation” under the CDL Regulations,
then the disciplinary action can be, in the Cooperative’s discretion, up to and including termination
of employment.

SECTION 4. Union Bulletin Board.

The Cooperative will provide a bulletin board for posting of official Union bulletins and job
postings. Nothing, however, shall be posted on such bulletin board which is derogatory to any
individual or which is libelous or obscene, or which deals with any matter that is subject to the
grievance-arbitration procedure set forth in this Agreement. This shall not apply to an arbitrator’s
decision and award, Only official matters which relate directly to members of the bargaining unit at

the Cooperative may be posted on the bulletin board.
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SECTION 5. Cellular Telephones

The Cooperative shall provide cellular telephones to each bargaining unit ¢mployee. The
phone shall be the property of the Cooperative and employees are required to have the telephone
available at all times and answer it when called.

ARTICLE 26

NON-DISCRIMINATION

The Cooperative and the Union agree that the provisions of this Agreement shall be applied
to all employees without discrimination on the basis of age (over age 40), disability (as defined and
provided for in the Americans with Disabilities Act of 1990), sex, race, color, religion, national
origin or status as a Vietnam Veteran.

Whenever the words "he", "him" or "his" are used herein, those words shall be deemed to
include the feminine gender as well.

ARTICLE 27

WAGE RATES AND CLASSIFICATIONS

SECTION 1. Moves Into Lower-Rated Positions.

All employees, whether employed as of the ratification date of this Agreement or not, who
are demoted to a lower rated classification (determined by reference to Regular Classified Rates)
after the ratification of this Agreement shall receive the rate of the job classification to which they
are demoted to or to which they have bumped

SECTION 2. Rates.

Wage rates for all classifications within the bargaining unit are set forth in Appendix A.
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ARTICLE 28
STEWARDS
The Union shall have the right to designate a Chief Steward and an Assistant Chief Steward (

from employees in the bargaining unif. Such designation of the person to be steward shall be
communicated to the President and CEO (or designated representative in event of absence) of the
Cooperative within seven (7) days. Any change in the steward shall be communicated to the
Cooperative in the same way and within the same period as set forth above. Employees shall not
engage in any Union activities during working hours. All Union activities, including the discussion
of grievances, whether or not with management, and other activities incidental to collective
bargaining, shall take place at times mutually convenient to the Cooperative and the Union.

ARTICLE 29

EFFECT OF LAW

All provisions of this Agreement shall be subordinate and subject to any statute or law that
may be applicable, whether now in effect or hereinafter enacted. If any provision of this Agreement
or application of this Agreement to any employee is contrary to law, then such provision or
application shall not be deemed valid except to the extent permitted by law, but all other provisions
or applications of this Agreement shall continue in full force and effect.

ARTICLE 30

ENTIRE AGREEMENT

SECTION 1.
This Agreement sets out the entire understanding between the Cooperative and the Union
with respect to the unit of employees described in this Agreement. Neither party intends to be

bound or obligated except to the extent that it has expressly so agreed herein and this Agreement
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