
. . .. . . . . . ._ . . . . . . . . . . . . . .. . _. - . . . . . . -. - . 
. . .. .. . . .  . 

A T T O R N E Y S  

KENTUCKY . OHIO . INDIANA . TENNESSEE ’ WEST VIRGINIA p 8’- rh g-- B?, L c1; .,..:> *:“: e 

April 30,2010 

Via Hand-Delivery 

Mr. Jeff Deroueii 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: PSC Case No. 201 0-0002 I 

Dear Mr. Deroueii: 

Please find enclosed for filing with tlie Commission in tlie above-referenced case, an 
original and ten copies of tlie responses of East Kentucky Power Cooperative, Tiic., 
(“EKPC”) to tlie Coiiiiiiission Staffs Inforinatioii Requests from tlie Iiiforiiial Conference 
lield on March 23, 20 10, and Supplemental Testimony of Ann F. Wood. 

KO&- Cowden 

Enclosures 

250 West Main Street, Suite 2800 Lexington, Kentucky 40507-1749 (859) 231-0000 * (859) 231-001 1 fax www frostbrowntodd corn 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In  the Matter of: 

AN EXAMINATION BY THE PUBLIC SERVICE ) 

SURCHARGE MECHANISM OF EAST KENTUCKY ) 
POWER COOPERATIVE, INC. FOR THE ) CASE NO. 

COMMISSION OF THE ENVIRONMENTAL ) 

SIX-MONTH BILLING PERIOD ENDING ) 2010-00021 
DECEMBER 31,2009; ANI) THE PASS-THROUGH 
MECHANISM FOR ITS SIXTEEN MEMBER ) 
DISTRIBUTION COOPERATIVES ) 

) 

RESPONSES OF EAST KENTUCKY POWER COOPERATIVE, INC. 
TO COMMISSION STAFF’S INFORMATION REQUESTS FROM 

INFORMAL CONFERENCE HELD ON MARCH 23,2010 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLJC SERVICE COMMISSION 

In the Matter of: 

AN EXAMINATION BY THE PUBLIC SERVICE ) 

SURCHARGE MECHANISM OF EAST KENTUCKY ) 
POWER COOPERATIVE, INC. FOR THE 1 CASE NO. 

COMMISSION OF THE ENVIRONMENTAL 1 

SIX-MONTH BILLING PERIOD ENDING ) 2010-00021 
DECEMBER 31,2009; AND THE PASS-THROUGH ) 
MECHANISM FOR ITS SIXTEEN MEMBER ) 
DISTRIBUTION COOPERATIVES ) 

CERTIFICATE 

STATE OF KENTUCKY ) 
1 

COUNTY OF CLJARK ) 

Aiin F. Wood, being duly sworn, states that she has supervised the preparation of 

the responses of East Kentucky Power Cooperative, Iiic. to the Public Service 

Coinmission Staff Information Requests from the Infornial Conferelice held on March 23, 

20 10 in the above-referenced case, arid that the matters and things set forth therein are 

true and accurate to the best of her knowledge, information and belief, formed after 

reasonable inquiry. 

xq 44 
Subscribed and SWOI-II before me on this d,f day of qd’ , 2010. 

M Y  COMMISSION EXPIRES NOVEMBER 30,2013 
NOTARY ID #409352 
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EAST IaNTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2010-00021 

ENVIRONMENTAL SURCHARGE 

RESPONSE TO INFORMATION REQUEST 

COMMISSION STAFF’S INFORMATION REQUEST FROM INFORMAL 

CONFERENCE HELD ON 03/23/10 

REQUEST 1 

RESPONSIBLE PARTY: Ann F. Wood 

Request 1. 

2009 and November 2009 expense nionths. Provide a more expaiisive calculatioii of tlie 

revenue requireiiient allocated to Gallatin, to Schedule B ciistoiiiers and to all other 

customer classes. 

Refer to the pass-through calculation for Owen for tlie October 

Response I. 

filed, contaiiied an Excel formula error. Please see page 2 of this response for a revised 

pass-tlirougli calculation for the period under review. Owen’s pass-tlirougli calculations 

for the next review period (6-mo1itl1 period ending June 30, 201 0) will reflect tlie 

coi-rectioii of this formula error. 

EKPC’s niontlily pass-tlirougli calculation for Owen, as originally 

Page 3 of this response contains a revised calculation of Owen’s over or under recoveries 

for tlie period uiider review. Please note tliat page 3 represents a revision to PSC Request 

2, Page 13 of 17, origiiially filed on March 3, 20 10. 
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EAST mNTIJCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2010-00021 

ENVIRONMENTAL SURCHARGE 

RESPONSE TO INFORMATION REQUEST 

COMMISSION STAFF’S INFORMATION REQUEST FROM INFORMAL 

CONFERENCE HELD ON 03/23/10 

REQUEST 2 

RESPONSIBLE PARTY: Ann F. Wood 

Request 2. 

October 2009 and November 2009 expense months. Provide a more expansive 

calculation of the reveiltie requirement allocated to Schedule C custoiiiers and special 

contracts and to all other customer classes. 

Refer to the pass-through calculation for Fleming-Mason for the 

Response 2. 

originally filed, contailled an Excel foiiiiula error. Please see page 2 of this response for a 

revised pass-tlirougli calculatioii for the period under review. Fleming-Mason’s pass- 

through calculations for the next review period (6-montli period eliding June 30, 20 10) 

will reflect tlie correction of this formula error. 

EIQC’s iiioiitlily pass-tlirough calculation for Fleming-Mason, as 

Page 3 of this response coritaiiis a revised calculation of Fleming-Mason’s over or under 

recoveries for the period under review. Please note that page 3 represents a revision to 

PSC Request 2, Page 7 of 17, originally filed on Marcli 3,2010. 



Page 2 of 3 



PSC Request 2 

Page 3 of 3 

(Revised) 

EKPC 
Invoice 
Month 

recorded 
on Member's 

Books 
MolYr (1) 

Jul-09 $218,520 

I I I  Fleming-Mason - Calc of (0ver)lUnder w/ 2-month lag - Sch C + Spec Contracts Fleming-Mason - Calc of (0ver)lUnder wl2-month lag -Al l  Others 1 
Billed to 
Retail 

Consumer & 
recorded on 
Member's 

Books 
(2) 

Under Under 

$215,055 
MoIYr 

JUl-09 
Aug-09 
Sep-09 
Oct-09 
NOV-09 
Dec-09 

$224,453 

Billed to 
Invoice Retail 
Month Consumer & 

recorded recorded on Monthly Cumulative 
on Member's Member's (Over) or (Over) or , Books Books Under Under 

$232,292 ($7,839) 
$296,742 ($163,869) 
$99,714 $1 19,114 

$234,130 I $243,870 I ($9,740)1 ($5,901 - 
$264,583 I $243,222 I $21,361 I 
$240,348 $248,742 ($8,394) 
$191,973 $191,973 $0 
$24 I ,362 $241,362 $0 

$236,269 I $246,098 I ($9,829)1 ($6,364) 
$208,144 1 $191,339 I $16,805 I 
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EAST KJ3NTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2010-00021 

ENVIRONMENTAL SURCHARGE 

RESPONSE TO INFORMATION REQUEST 

COMMISSION STAFF’S INFORMATION REQUEST FROM INFORMAL 

CONFERENCE HELD ON 03/23/10 

REQIJEST 3 

RESPONSIBLE PARTY: Ann F. Wood 

Request 3. Refer to Coiiiiiiission Staffs First Data Request No. 4. Account 

SO 144 reflects expenditures for asli disposal on the Gilbert Unit. Identify tlie following: 

a. 

b. 

c. 

Tlie supplier contracted to perform ash disposal; 

The date this supplier was contracted by EKPC; 

Wlietlier or iiot this supplier nets the sale of ash by-products from the 

invoice; and 

Wlietlier or iiot it is possible to “gross up’’ the ash disposal expense and 

the sale of ash by-products. 

d. 

Response 3. 

a. 

b. 

c. 

d. 

EKPC’s ash disposal supplier is Headwaters Resources, IIIC. 

EKPC’s contract with this supplier began April 1, 2009. 

EKPC receives no proceeds froin the sale of asli by-products. 

This is not applicable. Please see tlie response to 3c. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PIJBLIC SERVICE COMMISSION 

In the Matter of: 

AN EXAMINATION BY THE PIJBLIC SERVICE ) 
COMMISSION OF THE ENVIRONMENTAL 1 
SURCHARGE MECHANISM OF EAST KENTUCKY ) 
POWER COOPERATIVE, INC. FOR THE ) CASE NO. 
SIX-MONTH BILLING PERIOD ENDING ) 201 0-0002 1 
DECEMBER 31,2009; AND THE PASS-THROUGH ) 
MECHANISM FOR ITS SIXTEEN MEMBER ) 
DISTRIBUTION COOPERATIVES ) 

SUPPLEMENTAL TESTIMONY OF ANN F. WOOD 
ON BEHALF O F  EAST KENTUCKY POWER COOPERATIVE, INC. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Are you the same Ann F. Wood who submitted direct testimony in this 

proceeding? 

Yes. I ani tlie same Aim F. Wood who submitted testimony dated March 3, 2010. 

Have there been any changes in your background information or duties at 

EKPC? 

Tlie only change from lily original testimony is tliat I now report directly to tlie 

Chief Fiiiaiicial Officer. 

What is the purpose of this supplemental testimony? 

The purpose of this supplemntal testimony is to discuss coiiceriis associated with 

the two-month “true-up” adjustment at the retail level, and request that this 

practice be ceased effective with the date of the Commission’s Order in this 

proceeding. 

1 



1 Q. 

2 

3 A. 

9 

10 

11 

12 

13 

14 

15 

16 Q. 

17 A. 

18 

19 

20 Q. 

21 

22 A. 

23 

How did EKPC become aware of problems with the two-month “true-up” 

adjustment at the retail level? 

In Case No. 2009-00039, EKPC requested, aiid the Coniiiiissioii approved, a two- 

month “ti-ue-up” adjustiiieiit of over and under recoveries at both the wholesale 

aiid retail levels. Duriiig an Iiifoiiiial Coiifererice iii this proceeding (Case No. 

201 0-0002 I), Coiiimissioii Staff made EKPC aware of an Excel foriiiula error 

associated with the pass-through calculations for Fleming-Mason aiid Owen. At 

the same time when EICPC was correcting these formula errors, EICPC and 

several iriember systems were observing that the retail over/itnder recoveries were 

fluctriatiiig drastically. Such dramatic fluctuations were not anticipated when 

EKPC requested tlie retail two-nioiitli “true-up” in Case No. 2009-00039. Tliere 

have been instaiices during the period subsequent to this review period that the 

ineiiiber systeiiis’ retail eiivirotiiiieiital surcharge factor has exceeded EICPC’s 

wholesale eiiviroiimerital surcharge factor. In other cases, iiieriiber system have 

experieiiced negative retail surcharge factors. 

How are these fluctuations impacting the member system? 

Such extreme fluctuations in tlie retail pass-through mechaiiism have negatively 

impacted cash flows at the member systeiii level aiid made it impossible for tlie 

iiieniber systems to forecast their eiiviroiirneiital surcharge factors. 

What is EKPC proposing to address the overhnder recovery variances at the 

retail level? 

EIQC respectfully requests that the Coiiiiiiissioii issue an Order iii this 

proceeding discoiitiriuiiig the two-month “true-up” adjustinelit at the retail level. 

2 



1 

5 

6 

7 

8 Q. 

9 

10 A. 

11 

12 

13 Q. 

14 

15 A. 

16 

17 Q. 

18 

19 A. 

20 Q. 

21 A. 

Altliougli EKPC has not been able to isolate tlie reason for tlie variances, tlie 

elimination of the retail two-month “true-up” adjustment will avoid the continuing 

significant fluctuations in the retail surcharge factor. EKPC will continue to 

analyze tlie reasons for the fluctuatioiis. The member systems request that 

accumulated over/uiider recoveries be addressed during tlie Coiiiiiiission’s six- 

month review periods, as was done prior to tlie issuance in tlie final Order in Case 

NO. 2009-00039. 

Does this proposed change impact the environmental surcharge tariffs at the 

retail level? 

Yes. The elimination of the two-inontli “true-up” adjustnieilt at tlie retail level 

will require a change to the retail eiiviroiiinental surcharge tariffs. Exhibit AFW- 

1 reflects an example of the cliange required in the iiiember system’s tariff. 

Do the Member Systems plan to change the proposed amortization period 

relating to accumulated over or under recoveries in this proceeding? 

No. The Member Systems plan to use a two-month amortizatioii period in the 

first month followiiig the Coiiiinissioll’s Final Order in this proceeding. 

Does EKPC propose any changes to its wholesale calculation or  to the 

wholesale environmental surcharge mechanism as is currently in place? 

No, EKPC does not propose any changes at tlie wholesale level. 

Does this conclude your testimony? 

Yes. 

3 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

AN EXAMINATION BY THE PUBLIC SERVICE ) 

SURCHARGE MECHANISM OF EAST KENTUCKY ) 
POWER COOPERATIVE, INC. FOR THE ) CASE NO. 

COMMISSION OF THE ENVIRONMENTAL 1 

SIX-MONTH BILLING PERIOD ENDING ) 201 0-0002 1 
DECEMBER 31,2009; AND THE PASS-THROUGH 
MECHANISM FOR ITS SIXTEEN MEMBER ) 
DISTRIBUTION COOPERATIVES 1 

) 

A F F I D A V I T  

STATE OF ImNTUCKY ) 

COUNTY OF CLARK ) 
) 

Ann F. Wood, being duly sworn, states that slie has read the foregoing prepared 

testiiiiony aiid that she would respond in the same manlier to tlie questions if so aslted 

upon taltiiig the stand, aiid that the matters and things set forth therein are true and correct 

to the best of lier knowledge, information aiid belief. 

y-& 
Subscribed and sworn before me on this P-/ day of April, 2010. 

n 

MY COMMISSION EXPIRES NOVEMBER 30,2013 
NOTARY ID #409352 



Exhibit AFW-1 
FOR ENTIRE TERRITORY SERVED Page of 

Community, Town or City 

P.S.C. KY. NO. 

SHEET NO. 

Name of Member System 

CLASSIFICATION OF SERVICE 

RATES SCHEDULE ES - ENVIRONMENTAL SURCHARGE 

AVAILABILITY 

In all of the Coiiipaiiy’s service territory. 

APPLICABILITY 

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

RATE 

CES(m) = ES(m) 

where CES(m) = Current Month Environmental Surcliarge Factor 
ES(m) = Current Month Enviroiiiiieiital Surcharge Calculation 

ES(iii) = [((WESF) x (Average of 12-months ended revenues from sales to Member System, 
excluding eiivironniental surcharge)) + (Over)/lJiider Recovery] divided by 
[Average of 12-months ending Retail Revenue (excluding eiiviroiimeiital surcharge)] = 

% 

where WESF = Wholesale Environmental Surcharge Factor for Current Expense Month 

DATE OF ISSUE 
Month / Date / Year 

DATE EFFECTIVE 

Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

TITLE President and General Maiiasei 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. DATED 



Exhibit AFW-1 
FOR ENTIRE TERRITORY SERVED Page of 

Community, Town or City 

P.S.C. KY. NO. 

SHEET NO. 

Name of Meiiiber Systeiii 

CLASSIFICATION OF SERVICE 

(Over)/Under Recovery = 

(over)/under recovery as defined by amount billed by EKPC to Member System niinus the 
amount billed by Member System to retail customer. Over or under recoveries result fi-0111 

the amortization of amounts determined by the Coniniission during six-month and two-year 
reviews < L L  . 5, . 

BILLING 

The cull-ent expense nionth (in) shall be the second month preceding the month in which the 
Environniental Surcharge is billed. 

DATE OF ISSUE 
Month / Date / Year 

DATE EFFECTIVE 

Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

TITLE President and General Manager 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. DATED 


