
A Touchstone Energy Cooperative - 
~~~- ~ ~ 

P.O. Box 990 0 1201 Lexington Road 0 Nicholasville, Kentucky 40340-0990 
Phone: 888-546-4243 0 Fax: 859-885-2854 0 www.bgenergy.com 

August 26, 20 10 

Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
P 0 Box 615 
Frankfort Kentucky 40602 

Dear Mr. Derouen, 

We are filing an original and 10 (ten) copies of responses to the Kentucky Public Service 
Commission staffs initial request for information concerning case no. 2010-001 85 
“Application of Blue Grass Energy Cooperative Corporation for an adjustment of its 
security deposit and cable Television attachment rates”. I am certifying as the person 
supervising the preparation of these responses on behalf of the entity that the responses 
are true and accurate to the best of my knowledge, information and belief formed after a 
reasonable inquiry. 

If you have any questions, please contact me at (859) 885-21 18. As always, your 
continued assistance and cooperation is appreciated. 

Thank you, 

Respectfully submitted, 

/ J. Donald Smothers 
Vice President Financial Services & CFO 

Our ineiiibers are tlie most iiizportaiit part of Blue Grass Energy. 

http://www.bgenergy.com




Item 1 
Page 1 of 1 

w. For each calendar year beginning with 2005, provide a schedule 
listing the bad debt expenses and the annual increases in both 
absolute and percentage terms. 

Year Bad Debt Increase 

200s $248,693 -$ 65,374 

2006 $386,622 $137,929 

2007 $355,319 -$ 31,303 

2008 $429,8 10 $ 74,491 

2009 $590,525 $ 16O,71 5 

% 

-20.8% 

44.5% 

- 8.1% 

21.0% 

37.4% 

1 (b). Is Blue Grass energy aware of any other factors which might be 
contributing to the increase in bad debt expenses? If so, explain. 

Bad debts may increase due to: 
a. An increase in base rate, he1 adjustment etc. 
b. Weather conditions causing an increase in usage, 

Witness: Donald Smothers 





2. 

Item 2 
Page 1 of 1 

Refer to the testimony of J. Donald Smothers filed as Exhibit F- 1 to the 
application and to the testimony of Alan M. Zumstein filed as Exhibit F to the 
application. On page 2 of their respective testimonies, each states “it is estimated 
that the additional customer deposit will reduce the account written-off by 
approximately the same amount of additional interest on customer deposits.” 
Provide any calculations or documentation supporting this statement. 

These are assumptions on our part. There are no calculations or documentation 
supporting this statement. 

Witness : Donald Smothers 
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Blue Grass Energy Cooperative 
Case No. 201 0-001 85 

Commission Staff's Initial Request for Information 
Witness Alan Zumstein 

4. Refer to Exhibit I ,  page 2 of 4, section A.1. Are the amounts noted, $6,774,155 and 
$22,260,668 net of depreciation? 

Response: No, these are gross amounts. 





Blue Grass Energy Cooperative 
Case No. 2010-00185 

Commission Staffs Initial Request for Information 
Witness Alan Zumstein 

5. Refer to Exhibit G, page 1 of 3, submitted with the application. Depending on the 
responses to Item 3, provide an updated Impact Statement in Exhibit G, page 1 of 3, reflecting 
updated calculations. 

Response: 'The updated Impact Statement is as follows: 

Net margins 
G&T capital credits 
Margins, excluding G&T capital credits 
interest on long term debt 
Depreciation expense 
Principal paid on long term debt 

Times interest earned ratio (TIER), excluding G&T 
TIER = (margins .+ interest) / interest 

Debt service coverage (DSC), excluding G&T 
DSC = (margins + depreciation + interest) / 

(interest + principal payments) 

Actual 

6,016,890 
3,600,144 
2,416,746 
4,456,996 
7,003,917 
4,265,926 

1.54 

1.59 

Adjusted 
AdiustmenB Statements 

11,393 6,028,283 
3,600,144 

11,393 2,428,139 
4,456,996 
7,003,917 
4,265,926 

1.54 

1.59 
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Item 7 
Page 1 of 7 

7. Refer to Exhibit H, page 4 of 6, submitted with the application. 
a. Provide documentation supporting all entries in the columns 

labeled “Revenue” and “Bad Debt.” 

Attached. 

b. Explain why the revenue of $108,652,287 for 2009 does not match 
the Operating Revenue and Patronage Capital reported for 2009 in 
Exhibit G, page 2 of 3, linel, for the column labeled “YEAR-TO- 
DATE THIS YEAR.” Show a reconciliation of any difference. 

The correct amount should be $108,653,336. The amount on the 
Statement of Operations in Exhibit G, page 2 of 3 line 1. 

c. Based on the responses to items Sa and 5b, provide an updated Bad 
Debt to Revenue Ratio Table. 

Year Revenue Bad Debt Ratio 
2005 $ 85,349,220 $248,693 .29% 

2006 $ 89,360,905 $386,622 .43% 

2007 $ 98,994,564 $355,319 .36% 

2008 $108,898,100 $4293 10 .39% 

2009 $108,653,336 $590,525 .54% 

Witness: Donald Smothers 



,- PI__ - I BORROWER DESIGNATION USDA-FXJS 

Last Year This Year 
(a) (b) ___- 

1. New Services Connected 1,809 1,802 

92 107 2. Services Retired 

3. Total Services in Place 55,625 5 7 , g  
L 

A. 3,059 3,1531 

0.00 Q I I O 1  5. Miles Transmission 
6. Miles Distribution -Overhead 5,532.00 4,225.00 

G Z D i s t r i b u t i o n  -Underground 380.00 215.00 

4. Idle Services (Exclude Seasonal) 

8. Total Miles Energized (5 +6 +7) 5,912.00 4,440.00 

12l2OQ5 

Part A. Statement of Operations 
Year-to-date 

This Month --l----r Year-to-date 

INSTRUCTIONS-See RUS Bulletin 1717B-2 AwDENDED 
This Year Budget 

(b) (c) 
ITEM --p::;:: 

-- 
72,959,231 8,686,457 Operating Revenue and Patronage Capital 70,881,605 85,349,220 I 

I I____--- -- 
RUS Form 7 (Rev. la-QQ) Page  4.2 



BLUE GRASS ENERGY COOPERATIVE CORPORATION 
- I 

CERTIFICATION 

We recognize that statements contained herein concern a matter within the jurisdiction of an agency of the United States and the making of a 
false, fictitious or fraudulent statement may render the maker subject to prosecution under Title 18, United States Code Section 1001. 

We hereby certify that the entries in  this i8port are in accordance with the accounts and other records of the system and reflect the status of the system to 
the best of our knowledge and belief. 

ALL WSURhR'CE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVII, RUS, WAS IN FORCE DURING THE REPORTING PERIOD AND 
RJ3NE'IVnLS IWVE BEEN OBTAINED FOR ALL POLICIES 

DIJIZING THE PERIOD COVERED BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CHAPTERXVII 
(clieck oiie ojllre following) 

0 All of the obligations under the KUS loan documents 
have been fulfilled in all material respects. 

There has been a default in the fulfillment of the obligations 
under the RUS loan documents. Said default(s) idare 
specifically described in Part D of this report. 

DATE 

PART A. STATEMENT OF OPERATIONS 

i 

7. Interest Expense - Other 153,964 559,841 120,000 . 64,62 

96,570,867 8,708,365 9. Total Cost ofElectric Service ( I 1  thru 18) 89,195,231 102,376,034 
0. Patronage Capital & Operating Maigins ( I  rninzcs 19) 165,674 (3,381,470) (1,676,658) (602,%_! 

5 Other Deductions 20,371 316,537 3 0 0 , 0 0 0  12 ,= 
1. Non Operating Margins - Interest 108,493 79,519 133,600 345 
2. Allowance for Funds Used During Construction 
3. Income Goss) from Equity Investments 

5.  Generation and Transmission Capital Credits 

- 
4. Non Operating Margins - Other 425,005 296,151 (42,454) 

6. Other Capital Credits and Patronage Dividends 414,328 294,591 255,000 
7. Exhaordinary Iteins (1,916,999) 
8. Patronage Capital or Margins (20 t l m  27) 1,113,500 (4,628,148) (1,288,058) (644,572' 

'S Form 7 
I 



According to the Papenvork Reduction Act of 1995, an agency N ~ Y  not conduct or sponsor, and n person is not required to respond to, B collection of information unless it displays a valid OMB 
control number. The valid OIvIB control number for this information collection is 0572-0032 The time required to complete this information collection is estimated to average 16 hours per 

BLUE GRASS ENERGY COOPERATIVE CORPQRATION 

CERTIFICATION 

We recognize that statements contained herein concern a matter within the jurisdiction of an agency of the IJnited States and the making of a I false, fictitious or fraudulent statement may render the maker subject to prosecution under Title 18, United States Code Section 1001. 

1 We hereby certify that the entries in this report are in accordance with the accounts and other records of the system and reflect the status of the system to 

! 
1 

the best of our knowledge and belief 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CPR CHAPTER XVII, RUS, 'WAS IN PORCE DURING TWE REPORTING PERIOD AND 
RENEWALS HAW3 BEEN OBTAINED FOR ALL POLICIES 

DURING THE PERIOD COVERED BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CHAPTER XVII 
(check one ofthe following) 

All of the obligations under the RUS loan documents 
have been fiilfilled in all material respects. 

0 There has been a default in the fulfillment of the obligations 
under the RUS loan documents. Said default(s) islare 
specifically described in Part D of this report. 

THIS MONTI ITEM 

RUS Fonn 7 
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Blue Grass Energy Cooperative 
Case No. 2010-00185 

Commission Staffs Initial Request for Information 
Witness Alan Zumstein 

8. Refer to Exhibit I ,  page 2 of 4, submitted with the application. Provide all documentation 
supporting the "Average cost of anchors: of $1 15.68. 

Response: The continuing property records (CPRs) include the anchors and guys together. 
To get the cost of the anchor separately, the Engineering Department for Blue Grass Energy 
determined that the cost of the anchor was about 2/3 of the total cost since it takes more 
labor to install the anchor than to attach the guy. $1 15.68 is 2/3 of the total of $173.43. 





Blue Grass Energy Cooperative 
Case No. 201 0-001 85 

Commission Staff's Initial Request for Information 

9.a. Refer to Case No. 2008-0001 1 as cited in Cost of Money section. Provide the 
citation of documentation that suppoerts the 6.24% rate of return provided. 

Response: Exhibit K, page I of 7 of Case No. 2008-001 1 provides the "Net Rate Base". 
The calculation is as follows which indicates the rate of return should have been 5.1 7% 
instead of 6.24%. 

Application Ad i usted 

Net margins 
Increase in Settlement 
Non-cash patronage dividends 
Interest on long term debt 

Total 

Net rate base 

(4,628,148) (4,628,148) 
7,405,930 

4,793,634 4,764,362 
- - 

165,486 7,542,144 

145,253,150 145,879,175 

Rate of return 0.1 1 Yo 5.1 7% 

Exhibit I 
page 3 of 3 

Fixed charges on investment from PSC Annual Report at December 31,2009. 

Total Distribution Expense 8,089,528 

Customer Accounts Expense 2,891,937 

Customer Service and Informational Expense 1,324,754 

Administrative and General 4,302,949 

Depreciation Expense 7,003,917 

Taxes Other than Income Taxes 2,010 

Reference Page 14 

Reference Page 15 

Reference Page 15 

Reference Page 15 

Reference Page 13 

Reference Page 13 

Sub total 23,615,095 

Divided by Total Utility Plant 
Line 2, Page 1 

189,082,373 12.49% 

Cost of Money 
Rate of Return on Investment allowed in the last General 
Rate Request, Case No. 2008-00011 5.1 7% 

Net plant ratio for distribution plant: 

Distribution plant 172,874,879 
Accumulated depreciation 39,197,352 22.7% 

Rate of return ( times 1 minus reserve ratio) 4.00% 

Annual carrying charges 16.49% 



Exhibit I 
page 2 of 3 

A. 1. Two-party Pole Cost: 

Size Quantity Amount 

35' and under poles 38,216 $6,774,155 
40' - 45' poles 51,545 $22,260,668 

89,761 $29,034,823 

Weighted Average Cost 

$323.47 

2. Three-Party Pole Cost: 

Size Quantity Amount Weighted Average Cost 

40' - 45' poles 51,545 $22,260,668 $431.87 

3. Average cost of anchors $1 15.68 

B. 1. Pole Charge: 
a. Two party = $323.47 85% 16.49% 0.1224 
b. Three party = $431.87 85% 16.49% 0.0759 

2. Pole Charge, with ground attachments: 
a. Two party = $323.47 85% $12.50 16.49% 0.1 224 
b. Three party = $431 "87 85% $1 2.50 16.49% 0.0759 

3. Anchor Charge: 
a. Two party = 
b. Three party = 

$1 15.68 
$1 15.68 

16.49% 0.50 
16.49% 0.33 

$5.55 
$4.59 

$0.25 
$0.16 

$9.54 
$6.29 

( I )  Remove miscellaneous allocations to pole accounts when using Record Units in the 
continuing property record (CPRs) system, per PSC Administrative Case No. 251 

Blue Grass Energy has not made any adjustments or modifications to its CPRs during the current 
or previous several years. 

Blue Grass Energy's CPRs for poles are classified as following: 

35' and under 

50' and over 
40' - 4 s  

b. Refer to calculation of the net plant ratio. Explain why the totals do not match those 
contained within the cited documentation. 

Response: The amounts reflected in the 2009 PSC annual report have been used in this 
response as reflected in Item 9.a. 


