
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPL.ICATION OF GRAYSON RURAL ELECTRIC ) 
COOPERATIVE CORPORATION FOR AN ) CASE NO. 2012-00426 
ADJUSTMENT OF RATES ) 

NOTICE OF FILING 

Notice is given to all parties that the following materials have been filed into the 

record of this proceeding: 

- 
conducted on June 18, 2013 in this proceeding; 

The digital video recording of the evidentiary hearing 

- 
video recording; 

Certification of the accuracy and correctness of the digital 

- All exhibits introduced at the evidentiary hearing 
conducted on June 18, 2013 in this proceeding; 

- A written log listing, infer alia, the date and time of where 
each witness’ testimony begins and ends on the digital video 
recording of the evidentiary hearing conducted on June 18, 
201 3. 

A copy of this Notice, the certification of the digital video record, and hearing log 

have been served by first class mail upon all persons listed at the end of this Notice. 

Parties desiring an electronic copy of the digital video recording of the hearing in 

Windows Media format may download a copy at: http://psc. kv.gov/av broadcast/2012- 

00426/2012-00426 18Junl3 Inter.asx. Parties wishing an annotated digital video 

http://psc


recording may submit a written request by electronic mail to pscfilings@?kv.aov. A 

minimal fee will be assessed for a copy of this recording. 

The exhibits introduced at the evidentiary hearing may be downloaded at 

http://psc. ky. qov/pscscf/20120/o20cases/20 12-00426!. 

Done at Frankfort, Kentucky, this 1 gth day of June 201 3. 

L i n h u l k n e r  
Director, Filings Division 
Public Service Commission of Kentucky 

http://psc


Don M Combs 
Manager Finance & Administration 
Grayson R E C C 
109 Bagby Park 
Grayson, KY 41 143 

Carol Hall Fraley 
President & CEO 
Grayson R E C C 
109 Bagby Park 
Grayson, KY 41 143 

Honarable W Jeffrey Scatt 
Attorney At Law 
P.0 Box608 
31 1 West Main Street 
Grayson, KENTUCKY 41 143 

Service List for Case 2012-00426 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF GRAYSON RURAL ) CASE NO. 
ELECTRIC COOPERATIVE CORPORATION ) 201 2-00426 
FOR AN ADJUSTMENT OF RATES ) 

C ERTl F ICATE 

I, Sonya J. Harward, hereby certify that: 

1 I The attached DVD cantains a digital recording of the hearing conducted in 

the above-styled proceeding on June 18, 2013. Hearing Lag, Exhibits, Exhibit List, and 

Witness List are included with the recording on June 18, 2013. 

2. I am responsible for the preparation of the digital recording. 

3. The digital recording accurately and correctly depicts the hearing. 

4. The “Exhibit List” attached to this Certificate lists all exhibits introduced at 

the hearing of June 18, 2013. 

5. The “Hearing Log” attached to this Certificate accurately and correctly 

states the events that occurred at the hearing of June 18, 2013 and the time at which 

each occurred. 

Given this 1 8‘h day of June, 201 3. 

Notary Public 
State-at-Large 

My Commission Expires: Aug. 25, 201 3 



Session Report .. Detail 2012-00426-18Jun13 

ural Electric Cooperative 

Department: 

Witness: James Adkins (Adkins Consulting Services); Carol Fraley (Grayson RECC); Mary Elizabeth Purvis (Adkins 
Consulting Services) 
Clerk: Sonya Harward 

........ " ..... ................... .. ....".I... ...... ",," ............... "_ ....................... ....... ....... 1-11- ..... ...................... "-.-..- ...... .- - ...... 
Event Time Log Event 
......I ..... " ................. _ " ........... . _.I." .................................... ....-..... .......... ........................ ..... ....... - ..... 
10:05:18 AM 
10:05:30 AM 

10:05:58 AM 

10:06:16 AM 

10:06:27 AM 

10:06:45 AM 

10:07:06 AM 

m o m 3  AM 

10308338 AM 

10:09:41 AM 
10:11:28 AM 
10:13:52 AM 

10: 14: 10 AM 

10: 16:08 AM 
10: 18:34 AM 

10: 19:49 AM 

10:19:52 AM 

10:26:15 AM 
10:29:41 AM 

10:30:42 AM 

10:34:12 AM 
10336320 AM 

Session Started 
Preliminary remarks and introduction of Commissioners 

Note: Harward, Sonya Chairman Armstrong 
Grayson Introductions 

Note: Harward, Sonya 
PSC introductions 

Note: Harward, Sonya 

Am. Jeffrey Scott and Witness Carol Fraley 

Atty. Virginia Gregg and PSC Staff Jim Livers, Leah Faulkner, and 
Elie Russell 

PSC Atty. Gregg confirms. 
Chairman Armstrong asked if public notice was given. 

Chairman Armstrong asked for outstanding motions - there were none. 

Public called to be heard - none present at this time 

Witness, Carol Fraley, Grayson President and CEO, takes stand. 

Direct Examination of Witness Fraley by Grayson Atty. Scott. 

Witness Farley discusses population and economic status as it concerns rates. 
Witness Fraley discusses rate schedules. 
Adopted Witness Fraley's Responses to Commission Staff's Request for Information into record which 
were previously provided. 

Note: Harward, Sonya 
PSC Atty. Gregg Cross-Examination of Witness Fraley 

Note: Harward, Sonya 
Witness Fraley explains Grayson's Capital Credits. 
Several Exhibits handed out . 

Note: Harward, Sonya 
Exhibit 1-PSC 

Note: Harward, Sonya 
Witness Fraley questioned about each letter. 

Note: Harward, Sonya 
Dan Combs is asked by Witness Fraley for help with an answer. 
Exhibit 2-PSC 

Response to Comm. Staff's 3rd Request for Information 
Questioned about 3.d. of Exhibit 2-PSC 

Answered by Witness Fraley 
Don Combs is asked by Witness Fraley for help with an answer. 
Witness Fraley discusses Union and non-Union wages with regard to Wage and Salary and a Survey of 
Jab Market. 

Note: Harward, Sonya 

Note: Harward, Sonya Chairman Armstrong 

Note: Harward, Sonya Chairman Armstrong 

Note: Harward, Sonya 

Note: Harward, Sonya 

Sworn in by Chairman Armstrong. 

Atty. Scott asks witness to state describe her role at  Grayson. 

Asked by Atty. Scott and confirmed by Witness Fraley 

Atty. Gregg starts by asking why Grayson needs a rate increase. 

PSC Atty. Gregg 

5 pages of letters 

PSC Atty. Gregg 

Note: Harward, Sonya 

Note: Harward, Sonya 
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10:39:55 AM 

10:40:24 AM 

10342347 AM 
10:46:05 AM 
10:49:25 AM 

10350332 AM 
10:51:35 AM 

10:52:21 AM 
10:59:16 AM 

11:00:31 AM 
11:01:15 AM 

11:03:31 AM 
11:06:33 AM 

11:07:43 AM 
11:12:19 AM 
11:15:08 AM 

11: l.6:58 AM 
11:17:11 AM 

11:20:35 AM 

11:23:15 AM 
11:24:43 AM 
ll:27:30 AM 

11:28:49 AM 

11:29:34 AM 
11:30:43 AM 

11:32:00 AM 
11:33:33 AM 

11:34:29 AM 

11:35:31 AM 
11:39:14 AM 

11:41:35 AM 

Chairman Armstrong asked if Staff has copy of Union Contract - PSC does not have one but one can be 
provided Post Hearing. 

Exhibit 3-PSC 

Witness Fraley answers questions about Board Members' wages and expenses. 
Witness Fraley confirmed answer about cost of individual insurance with Don Combs. 
Comm. Breathitt asks difference between regular board meeting and meeting fees 

Witness Fraley answers question about Misc. Fees listed in Exhibit 3-PSC. 
Exhibit 4-PSC 

Witness Fraley is asked to explain cost savings measures from Exhibit 4-PSC, asked by PSC Atty. Gregg 
Exhibit 5-PSC 

Witness Fraley explains the area population and their understanding of declining black. 
Witness Fraley is asked if Grayson have an eduational program to teach about energy usage. 

Witness Fraley discusses the impact of the rate increase and how it may effect the population. 
Exhibit 6-PSC 

James Adkins responded to Witness Fraley about a question she could not directly answer. 
Witness Fraley discusses DSM Collaboration. 
Comm. Breathitt asked for confirmation about what was considered resistance heat 

PSC Atty. Gregg has no more questions for Witness Fraley. 
Chairman Armstrong Cross Examination of Witness Fraley 

Clarification questions answered by Witness Fraley. 
Chairman Armstrong asks for number of participants in DSM programs -provide Post Hearing 

POST HEARING REQUEST 
Vice Chairman Gardner Cross Examination of Witness Fraley 
Vice Chairman Gardner asks question about Exhibit 3-PSC. 
Vice Chairman Gardner requests description of each category in Director Expenses - provide Post 
Hearing 

POST HEARING REQUEST 
Vice Chairman Gardner requests Monthly Tier (30 Months) - provide Post Hearing 

POST HEARING REQUEST 
Vice Chairman Gardner references letter in Exhibit 1-PSC. 
Vice Chairman Gardner requests Monthly Form 7 for kWh sales and margins through April 2013 - 
provide Post Hearing 

Vice Chairman Gardner asks questions about Exhibit 6-PSC. 
Vice Chairman Gardner requests dollar amounts per DSM program for the test year, per program, by 
category - provide Post Hearing 

Vice Chairman Gardner requests number and dollar figure on estates paid out and the last year capital 
credits were paid out and how much - provide Post Hearing 

Vice Chairman Gardner asks questions about type of meters, etc. 
Comm. Breathitt Cross Examination of Witness Fraley 

Witness Fraley answers why Grayson took so long to file for rate increase from the time they knew 
they needed one. 

Note: Harward, Sonya 

Note: Harward, Sonya 

POST HEARING REQUEST 

Director Fees and Expenses 

Note: Harward, Sonya Answered by Witness Fraley 

Note: Harward, Sonya Response to Comm. Staffs 3rd Request for Information 

Note: Harward, Sonya Response to Comm. Staffs 1st Request for Information 

Note: Harward, Sonya Most education is individually given. 

Note: Harward, Sonya Response to Comm. Staffs 1st Request for Information, Adkins 

Note: Harward, Sonya Answered by Witness Fraley 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya POST HEARING REQUEST 

Note: Harward, Sonya POST HEARING REQlJEST 

Note: Harward, Sonya POST HEARING REQUEST 

Note: Harward, Sonya Starts with reference to Exhibit 1-PSC 

Created by JAVS on 6/19/2013 - Page 2 of 5 - 



11:44:19 AM 

11:49:00 AM 

11:52:53 AM 
11:55:28 AM 

11:58:24 AM 

12:00:29 PM 

12:06:07 PM 

12:08:15 PM 

12:08:50 PM 
12:08:56 PM 
1:45:53 PM 
1:46:01 PM 
1:46:01 PM 
1:46:07 PM 

1:47:26 PM 

1:50:56 PM 
1:52:52 PM 

1:54:40 PM 
1:55:27 PM 

1:57:13 PM 

2:01:24 PM 

2:03:05 PM 

2:03:45 PM 

2:07:43 PM 

2:09:42 PM 

2:10:27 PM 

2:11:47 PM 

2:12:51 PM 
2:13:53 PM 

Comm. Breathitt references Exhibit 2-PSC 

Witness Fraley discusses DSM programs. 

Atty. Scott Re-Direct Examination of Witness Fraley 
Atty. Scott references Exhibit 2-PSC. 

Note: Harward, Sonya 

Note: Harward, Sonya 

Questions Witness Fraley about summer employees and their duties. 

Comm. Breathitt had various questions about DSM. 

Note: Harward, Sonya Witness Fraley helps clarify some questions about Director 
expenses. 

Witness Fraley confirms some information about negotiations and 
wages. 

Witness Fraley confirms information about numbers of members. 

Witness Fraley responds. 

Am. Scott asks about Union contract. 
Note: Harward, Sonya 

Atty. Scott references Exhibit 6-PSC. 
Note: Harward, Sonya 

Atty. Scott asks questions about rates compared to other cooperatives. 
Note: Harward, Sonya 

Witness Fraley dismissed. 
Note: Harward, Sonya Chairman Armstrong 

Break for lunch 
Session Paused 
Session Resumed 
Camera Lock Deactivated 
Resumed hearing. 
Witness James Adkins, President of Adkins Consulting Services, takes stand. 

Atty. Scott Direct Examination of Witness Adkins. 

Cross Examination of Witness Adkins by PSC Atty. Gregg. 
Witness Adkins asked about conflicting figure given in various filed documents. 

Note: Harward, Sonya 

Note: Harward, Sonya 

Sworn in by Chairman Armstrong. 

Discusses cost-of-service study. 

Note: Harward, Sonya Schedule S, pg. 2 of 4, 4th column --- $2,063,535 is the developed 
revenue requirments. 

Several exhibits distributed by PSC Atty. Gregg. 
Exhibit 7-PSC 

Witness Adkins is asked about discrepancies of numbers currently being used in Exhibit 7-PSC - provide 
Post Hearing 

Note: Harward, Sonya POST HEARING REQUEST 
Witness Adkins explains why pricing is different from other cooperatives based on the same 500 
participants in a program. 
Ex hibit 8-PSC 

Note: Harward, Sonya 
Witness Adkins is questioned about Exhibit 8-PSC. 

Note: Harward, Sonya 
Exhibit 9-PSC 

Note: Harward, Sonya 
Witness Adkins is questioned about Exhibit 9-PSC. 

Note: Harward, Sonya 
PSC Atty. Gregg requests status of mapping and parking lot - provide Post Hearing 

Note: Harward, Sonya 
PSC Atty. Gregg requests revised Schedule 1 - provide Post Hearing 

Note: Harward, Sonya 
Witness Adkins answers about the difference in rate case expenses listed in different filed documents. 
PSC Atty. Gregg asks Witness Adkins to provide update of rate case expenses incurred - provide Post 
Hearing 

Note: Harward, Sonya Distribution Plant, dated May 31, 2012 and May 31, 2008 

Comm. Staffs First Request for Information, Adkins 

Asked by PSC Atty. Gregg. 

Response to Comm. Staff's First Request for Information, Adkins 

Asked by PSC Atty. Gregg. 

POST HEARING REQUEST 

POST HEARING REQUEST 

Note: Harward, Sonya POST HEARING REQUEST 
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2:14:16 PM 

2:15:46 PM 

2:17:54 PM 

2:19:42 PM 

2:21:38 PM 

2:22:29 PM 

2:24:15 PM 

2:24:58 PM 

2:25:39 PM 
2:26:22 PM 
2:26:56 PM 

2:30:42 PM 

2:30:59 PM 
2:31:10 PM 
2:38:04 PM 
2:38:10 PM 

2:38:36 PM 
2340326 PM 
2:42:04 PM 
2:43:04 PM 

2:43:53 PM 

2:46:07 PM 

2:48:43 PM 
2:48:51 PM 
2:49:57 PM 
2:51:56 PM 
2:52:09 PM 
2:52:38 PM 
2:53:59 PM 
2:55:31 PM 
2:57:33 PM 
2:58:35 PM 
2:58:43 PM 
2:59:07 PM 

Exhibit 10-PSC 

Witness Adkins answers questions about Exhibit 10-PSC. 

Exhibit 11-PSC 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Billing Analysis, Exhibit 1, Adkins 

Asked by PSC Atty. Gregg. 

Kentucky Electric Cooperatives Operating Expense Statistical 
Comparisons for 2011 and 2010 and Responses to Items from 
Comm. Staffs 1st and 3rd Requests for Information. 

By PSC Atty. Gregg. 

Response to Comm. Staffs 1st Request for Information, Item 37, 
Fraley 

Witness responded to questions about Exhibit 12-PSC. 
Asked by PSC Atty. Gregg. 

Exhi bit 13-PSC 
Response to Item 7, Combs 

Witness Adkins answered question about Exhibit 13-PSC. 
Asked by PSC Atty. Gregg. 

Re-Direct of Witness Adkins by Atty. Scott 
Vice Chairman Gardner Cross Examination of Witness Adkins 
Vice Chairman Gardner asks Witness Adkins about previous information he has provided about types of 
meters. 

Witness Adkins responds to questions about Exhibit 11-PSC. 

Exhibit 12-PSC 
Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Witness Adkins dismissed. 

Break 
Session Paused 
Session Resumed 
Witness Mary Elizabeth Purvis, Assistant at Adkins Consulting Services, takes stand. 

Direct Examination of Witness Purvis by Atty. Scott 
Witness Purvis discusses the pre-paid program. 
Witness Purvis discusses difference in the way other cooperatives calculated their program fee. 
Cross Examination of Witness Purvis by PSC Atty. Gregg 

PSC Atty. Gregg asked if screen shots are availabe, and if not, when will they be - provide Post Hearing 

Comm. Breathitt asked who pays additional cost of meters. 

Atty. Gregg has no further questions of Witness Purvis. 
Vice Chairman Gardner Cross Examination of Witness Purvis 
Comm. Breathitt Cross Examination of Witness Purvis 
Witness Purvis dismissed. 
Atty. Scott recalls Witness Fraley for Re-Direct. 
Witness Fraley discusses response of its members to the pre-pay program. 
Witness Fraley explains Turtle 2 meter and access to automatic disconnect. 
Witness Fraley discusses progress on mapping. 
Witness Fraley discusses parking lot paving status. 
Witness Fraley dismissed. 
Atty. Scott asked if anything else was needed concerning their application. 
PSC Atty. Gregg requested Post Hearing Request be due by 6/28/13. 

Witness's response to Comm. Staffs 3rd request, Item 7, is 
referenced. 

Note: Harward, Sonya Chairman Armstrong. 

Note: Harward, Sonya Sworn in by Chairman Armstrong. 

Note: Harward, Sonya 

Note: Harward, Sonya 

Note: Harward, Sonya 

Questioned about Item 10, concerning pre-paid program. 

POST HEARING REQUEST 

Witness Purvis responded that Grayson is responsible for the cost. 
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2:59:57 PM 

3:00:17 PM 
3:09:00 PM 

Hearing Adjourned. 

Session Paused 
Session Ended 

Note: tfarward, Sonya Chairman Armstrong 
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Exhibit List Report 2012-00426-18Jun13 

*I 

Name: Description: 
Exhibit 10-PSC Billing Analysis, Exhibit J, Adkins 
Exhibit 11-PSC 

Exhi bit 12-PSC 
Exhibit 13-PSC 
Exhibit 1-PSC 
Exhi bit 2-PSC 

Kentucky Electric Cooperatives Operating Expense Statistical Comparisons for 201 1 and 
2010 and Responses to Items from Comm. Staff's 1st and 3rd Requests for Information. 
Response to Comm. Staff's 1st Request for Information, Item 37, Fraley 
Response to Item 7, Combs 
5 pages of letters 
Responses to Comm. Staff's 3rd Request for Information 

Exhibit 3-PSC 
Exhibit 4-PSC 
Exhibit 5-PSC 
Exhibit 6-PSC 
Exhibit 7-PSC 
Exhibit 8-PSC 
Exhibit 9-PSC 

Director Fees and Expenses 
Response to Comm. Staff's 3rd Request for Information, Item 3, Fraley 
Response to PSC 1st Request for Information, Item 6, Fraley 
Response to Comm. Staff's 1st Request for Information, Adkins 
Distribution Plant, dated May 31, 2012 and May 31, 2008 
Camm. Staffs Request for information, Adkins 
Response to Comm. Staff's First Request for Information, Adkins 
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, .. --. Grayson Rural Electric Cooperative Corporation 
-_1____- 

109 Bagby Park 0 Grayson, Ki‘ 41 143-1292 
Telephone 606-474-5 136 * 1-800-562-3 532 * Fax 606-474-5862 

“President Fraley presented a letter from RUS addressing the issue that 
GRECC did not meet operating T.I.E.R. this year and asked for approval 
for her prepared response to RUS. President Fraley pointed out that this 
letter af5nned the Board’s initial intention to file for a rate increase next 
year. Director Rice made a motion, seconded by Director Martin and 
unanimously agreed to approve the letter as presented, a copy of which 
shall be made a part of these minutes.” 

This is a certified excerpt from the minutes of the April Board Meeting of April 20,2012. 

and Notary Public, State of K.entuclsy, Coimty of 
Carter. Notarized this 12th day  of December 
2012. 

My Commission Expires March 22, 20 13. 

PSC EXHIBIT 1 A Touchstone Energyecooperative &$& - 



_I___._ , _.__ Grayson .--..-yl”-..rCI-O- Rural --..,- Electric ”“*.. .-.I-- -.-II1lT-y-- Cooperative L -I-y- _,.-.-“.-__Y- Corporation -_u ---,-_- 
t 

109 Bagby Park ’ Grayson, KY 41143-1292 
Telephone 606 474-5136 * 1400 562-3532 Fax 606-474-5862 

April 12, 2012 

Mr. Brian D. Jenkins 
Chief, Operations Branch 
Northern Regional Division 
Electric Programs 
1400 Independence Avenue, SW 
Washington, DC 20250-0700 

lvlr” Jenkins: 

in response to your correspondence of March 27,2012, we offer the following: 

Our financial budget for 2012: 

0 Assumes no Kwh growth. 
0 Assumes no additional revenue 
e Continues an aggressive right of way clearing budget. 

Resulting in the projected ratios: 

0 OTIER “03 
0 TIER .98 
e ODSC 1.18 
0 DSC 1.57 

As there are no remedies that will significantly remedy our financial situation, we fully 
anticipate filing for a rate adjustment by the end of this calendar year. The amount of revenue 
increase to  remedy our TIER deficiency will be determined later this year. 

Sincerely, 

Carol Hall Fraley 
President €2 CEO 

A Touchstone Em& Coopcrative &- 
c_ 



Idrs Carol Wall Fraley 
President & CEO 
Grayson Rural Electric Cooperative 

109 Bagby Park 
Grayson. Kentucky 4 1143-1203 

Corporation 

Dear Mrs Hall Fralev 

Thank you for your ietter dated April 12, 2012, providing LJS the 2012 budget assumptrons 
and ratio projections for Grayson Rural Electric Cooperative Corporation (Grayson) 
Hov,mm, you did not include any explanation of why Grayson failed to meet the minimum 
Operating Times Merest Earned Ratio (OPIER) ratio of 1 . I  0, outlined in Article V, Section 
5.4 of the RUS Loan Contract, during 201 I Please provide this information within 30 days 
from the date of this ietter. 

Based on the information provided, it appears that Grayson will not meet the minimum 
requirements for Average OTIER in 201 2 We must remind you that, should this prove to be 
correct, an Event of Default, as described in Article Vll, Section 7 1 (d) of the Loan Contract, 
will exist 

It is our understanding that Grayson will be filing an application for a rate increase with the 
Kentucky Public Service Commission (KPSC) before the end of 2012 in order to remedy this 
situation The decision to request a rate increase is never an easy one and we commend the 
board of directors and management of Grayson for recognizing the need, planning for, and 
taking this necessary action We strongly encourage you to take appropriate action so that 
the rate application can be filed and new rates implemented as soon as possible. Please 
keep us advised as to the anticipated filing date, an estimate of the implementation date, and 
an approximation of additional revenues for 201 3. In addition, please let us know of any 
additional actions that Grayson plans to take in order to improve its financial condition 

In order for us t~ more closely follow Grayson’s financial condition as it progresses through 
the rate filing process, please forward copies of your March, June, and September 201 2 
Form 7, Parts A - C, to this office and to our General Field Representative, Mr Mike Norman, 
whom we understand is assisting you in your financial review 

Sincerely, 

Northern Regional Division 
Electric Programs 

IdOD lndependencs Ave. S W Washington DC 20250-0700 
Web http I I w  rurdev uSda gov 

C o G 7 i i l l G d  IC 11u f;ltu:e i;f rural r/Jrnrrwiifies 

’USDA is an eqiial opporlunrly provider employer and lender ~ 

To file a cmnplainl OI discrininalion, wrile USDA Direclor. OKm 01 C.ivil Rights 
1400 Independence Avenue S W Washinglon DC 20250 84’10 or call (BOD) 795-3272 (Voice) or (202)  i20-E382 (TUD) 



Mrs. Carol Hall Fraley 
President Cpr CEO 
Grayson Rural Electric Cooperative 
Corporation 

109 Bagby Park 
Grayson, Kentucky 41143- 1203 

Dear Mrs. Hall Fraley: 

%Je have completed our review of Grayson Rural EIectr-ic Cooperative Corporation’s (Grayson) 
December 31, 2012, Rural Utiliries Service (RUS) Form 7, Financial and Statistical Report, and 
note that Grayson did not meet the minimum Operating Times Interest Earned Ratio (OTIER) of 
1.10 or the Average OTIER of 1.10. We understand that the cause of these adverse ratios is a 
continued decrease in KWh sales. Ln addition, we are aware that Grayson filed an application for 
a rate increase with the Kentucky Public Service Commission in November of 2012 to remedy this 
situation. The decision 1.0 implement a rate increase is never an easy one, and we commend the 
Board of Directors and management of Grayson for recognizing the need and taking this difficult 
action. 

Elease keep us advised as to the progress of the rate application as well as the estimated effective 
date for the revised rates and an approximation of additional revenues anticipated in 2013. In 
addition, please Ikt us h o w  of any additional actions that Grayson plans to take in order to 
improve its financial condition. Include the projected OTIER and Average OTIER for the year 
ending December 3 1,20 13. 

In order for us to inore closely follow (?rayson’s financial condition as it progresses through the 
rate filing process, please forward copies of p u r  March, June, and September 2013 Form 7, 
Parts A - C, to this office and to our General Field Representative, Mr. Mike Norman. 

We are sending a copy of this letter to your Chairman, Mr. Roger L. Trent, and to our General 
Field Representative, Mr. Mike Norman. We would appreciate receiving your response within 
30 days from the date of this letter. 

Sincerely, 

WSEPH s . BADIN 
Director 
Northern Regional Division 
Electric Programs 

1400 Independenc: kve, S.W. . Washington DC 20255-0700 
Web: htip:Nwww.rurdev.usd2.gov 

Cornmined lo thE future of rural cornmunllies 

”USDA is an equal opportunlty provider, employer and lender ” 
To  lite a complain1 of discrimination, write USDA, Director, Ofice of Civil Rights, 

1400 lndependance kvenus, S W., Wzshington, DC 20250-9410 or call (BOD) 795-3272 (Voice) or (202) 720-6387. (TOO) 

http://htip:Nwww.rurdev.usd2.gov


I. '--_I_______ - - ---- --.. 
103 Bagby Pail: c- Cnayson, 1 0  41143-1292 
Telephone 606 474-5156 0 1-600-562-3532 Fax 606-474 5662 

April 17, 2013 

Mr. Joseph S. Badin 
Director 
Northern Regional Division 
Electric Programs 
1400 I 1-1 depend en ce Ave i i  u e, S w 
Washington, DC 20250-0700 

i' 

Mi-. Badin: 

I n  response t o  your correspondence of March 26, 2013, we offer t he  foliowing: 

Our rate  application is progressing on schedule with an estimated effective date  for t h e  revised 
rates  being JuJy 27, 2013. These rates should produce $1,175,000 in additional revenue. 

Resulting in t h e  projected ratios: 

OTIER 1.83 
(9 Avg OT'IER 1.04 

As of February 2013, kwh sales have been closer to norm;, and margins have improver 
forward copies of March, June, September 2013 Form 7, Parts A-C, when produced. 

We will 

Sincerely, 

Carol Hall Fraley 
President e! CEO 

I ,  



Grayson Rural Electric Cooperative 
Case No. 2012-00426 

Commission Staff‘s Third Request for Information 

3. Refer to the responses to Items 5 and 29 of Staffs Second Request. 

a. Identify the date on which Grayson received the letter from the Rural Utilities 
Service (“RUS”) provided in response to Item 5. 

Response: 

On or around March 30, 2012 

b. Identify the date on which Grayson’s Board of Directors received notification of 
the letter from RUS. 

Response: 

Grayson shared the letter and response with the Board on April 20, 201:3\- the 
7, 

; <\ 

next regular Board of Directors meeting. 4J 

c. Refer to the last sentence in the third paragraph of the letter from RUS. Identify 
and describe what additional actions Grayson took in response to the letter from 
RUS. 

Response: 

Grayson immediately developed a list of planned expenditures that could be 
delayed, without affecting customer service and utility operations. Among the items 
were: 

8 Downsizing the Annual Meeting 
Q 

e 

Q Delaying various IT upgrades and improvements, including Grayson’s 

e 

B 

Not expanding the coop information section in the Kentucky Living magazine. 
Not re- surfacing a portion of the parking area. 

mapping system. 
Delaying the development of the next 4 Year Work plan and a Strategic Plan, 
Reduced the number of Construction Contracting personnel due to reduced 
demand. 

PSC EXHIBIT d 



item 3 
Page .s- of ,& 

d. Refer to the response to Item 29 of Staffs Second Request. State what 
consideration Grayson and its Board of Directors give to delaying or reducing its 
wage and salary increase in light of its financial condition. 

Response: 

Grayson’s wages have historically been below market rates and Grayson’s wage 
and salary studies and union contracts have been the means to raise the rates 
near market levels. At the same time, employees have been asked to take on 
additional responsibilities as the work functions have evolved, 
e.g. increased regulatory oversight and the role of computers in most every area 
of utility ope rations . 

e. State whether Grayson has received any other correspondence from RUS. If so,  
provide a copy of s u c h  correspondence and consider this an ongoing request. 

Response: 

No, however Grayson will provide copies of future  correspondence from an to RUS. 

Wii,ness: Carol Fraley 



Grayson Rural Electric 
PSC First Request for Information 

Case Na: 2012-00426 
item # 

Page _L_ of 4. 

29. Refer to Exhibit 1 of the Application. 
a. Refer to the wage and salary increase table on page 1. Describe the policies and 

procedures the Board of Directors utilizes in determining the amount of wage and salary 
increases for employees. Provide copies of any salary surveys or analysis of prevailing 
wage and salary amounts and any other information or documents utilized in the process 
of determining the amount of increase for wage and salaried employees. 

RESPONSE: 

Grayson has a consultant perform a complete  wage and salary study every  7 
years .  C h a n g e s  are made between studies for new positions, promotions, 
employees, and other c h a n g e s  

b. Given Grayson’s deteriorating fiiiancial condition identified in paragraph 5 of the 
Application and in tis margins for the test year, explain how Grayson can justify the 
salary and wage increases it has awarded to employees in the test y e a  and the year 
preceding the test year. 

Grayson a t tempts  to grant  wage increases  to all employees  based on t h e  
w a g e  increase  s ta ted  in t h e  union contract. The union contract calls for a n  
hourly increase,  which is roughly calculated as a percentage  for non-union 
employees.  
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Grayson Rmal Electric 
Case No. 20 1 X W 6  

May31,2012 

PayroB1 Adinstmennt 

To reflect the increase granted by the Board of Directors, the step increases granted and 
promotions during the year. To give recognition to employees terminated and employees 
hired during the test year. Increases are granted each h4ay 3 1st to union employees. Non 
union employees are granted wage increases on their anniversary date. Overtime pay is 
calculated at 1 - 1/2 times replar  pay for hours worked in excess of 8 hours per day. 

Grayson has always hired summer and part time employees, and miticpates this to 
continue into future years. These employees were normalized at the same rate and hours 
during the test year. 

As a general rule, outside employees are union and inside employees are non-union. 

Wage and salary increases are as follows: 

Union Non-Union 

2012 $l.OO/hr 3.44% 
201 1 $1 .OO/hr  3.56% 
2010 $l.OO/hr 3.80% 
2009 $l.OO/hr 4.00% 
2008 $1 .oo/llr 4.00% 

The amount of increase was allocated based on the actual test year. 

Projected wages $2,87 1,457 

Actual wages for test year 2,779,640 

Adjustment $9 1,817 

The allocation is on the following page: 



Exhibit 9 
Page 1 of 14 

Witness: Jim Adltins 

Grayson Rural Electric Cooperative 
Case No. 20 12-00426 

Director Fees and Expenses 

Certain director expenses are removed for rate-making purposes. These costs include 
director health insurance, directors’ per diems, Christmas gifts, attending the Legislative 
conference, directors attending either the KAEC annual meeting or EKFC annual 
meeting, when the director is not the representative for the respective organization. 

Expenses that are not removed for rate-making purposes include costs of attending 
NRECA director training/educat.ion seminars. These seminars are critical for directors to 
be updated on e~7ent.s and activities related to eh electric industry. Also included is D-O- 
h4 Liability Insurance that protects the directors for decisions they make on a monthly 
basis, Without DOM insurance, directors m70uld be hesitant to make any decisions as 
members, coiisumers, or any person could file a legal claim against the director(s). 

A copy of the Board Policy regarding “Compensation, Expenses, and Travel of 
Directors” is attached. 

Costs removed for rate-making purposes are as follows: 

All items marked ~n7ith an ‘ I  x ’I are removed 

Per diems 

Less previously removed with an x 

Total to remove for rate making purposes 

65,704 

20,550 

(2,550) 

83,704 

PSC EXHIBIT !$ 
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Grayson Rural Eiectric Cooperative 
Case No. 2012-00426 

Commission Staffs Third Request for Information 

3. Refer to the  responses  to Items 5 and  29 of Staffs Second Request.  

a .  Identify the  d a t e  on which Grayson received the  letter from the Rural Utilities 
Service (“RUS’) provided in response to  Item 5. 

Response: 

On or around March 30, 2012 

h. Identify t h e  da t e  on which Grayson’s Board of Directors received notification of 
the  letter from RUS. 

RespotPse: 

Grayson shared the  letter and  response with the  Board on April 20, 2013 - t he  
next regular Board of Directors meeting. c 

c. Refer to the  last sen tence  in the third paragraph of the  letter from RUS. Identify 
and  describe what additional actions Grayson took in response to the letter from 
RUS. 

Response: 

Grayson immediately developed a list of planned expenditures that could be 
delayed, without affecting customer service and  utility operations. Among the  items 
were: 

8 Downsizing the  Annual Meeting 
e 

o 

o Delaying various IT upgrades and  improvements, including Grayson’s 

e 

e 

Not expanding the  coop information section in the  Kentucky Living magazine.  
Not re- surfacing a portion of the parking area. 

mapping system. 
Delaying the  development of the next 4 Year Work plan and  a Strategic Pian. 
Reduced the  number of Construction Contracting personnel d u e  to  reduced 
demand.  

PSC EXHIBIT 9’ 



d. Refer to the  response to Item 29 of Staffs Second Request. State what 
consideration Grayson and its Board of Directors give to delaying or reducing its 
wage and salary increase in light of its financial condition. 

Response: 

Grayson’s wages have historically been below market rates and Grayson’s wage 
and salary studies and union contracts have been the means to raise the rates 
near market: levels. At the same time, employees have been asked to take on 
additional responsibilities as the work functions have evolved, 
e.g.  increased regulatory oversight and the role of computers in most every area 
of utility operations. 

e. State whether Grayson has received any other correspondence from RUS. If SO, 
provide a copy of such correspondence and consider this an ongoing request. 

Response: 

No, however Grayson will provide copies of future correspondence from an to RUS 

Witness: Carol Fraley 



Grayson Rural Electric 
PSC First Request for Information 

Case Na: 201240426 
Item # 6 

Page of I 

6. Refer to page 3 of the Prepared Testimony of Carol H. Fraley (“Fraley Testimony”). 
Describe Grayson’s experience to date with customer acceptance o f  and patkipation in the 
innovative, optional rate designs referenced in response to Question 10. 

RESPONSE: 

Consumers in Grayson’s sewice territory have  been  slow to react to innovative 
c h a n g e s .  However, Grayson cont inues to explain t h e s e  options to its consunws, 
especialiy t h o s e  consumers  who h a v e  complaints regarding their electric bills. 

Witness: Carol Fraley 

PSC EXHlBiT 5 



Grayson Rural Electric Cooperative 
Case No. 2012-00426 

Commission Staff's Third Request for information 

4. Refer to the response to Item 6 of Staffs Second Request. Identify which specific 
optional rate designs are the subject of this response and provide the  number of 
customers currently participating in each  identified rate design and associated tariff. 

Response: 

#20 Inclining Block 14 participants 
# I O  Residential Time of Day 2 participants 
$1 5 Residential Demand & Energy 0 participants 
#I 1 Small Commercial Time of Day 0 participants 
# I 6  Small Commercial Demand & Energy 0 Participants 

Customers have been slow ta choose  optional rate designs, mainly because  of the  risk 
of a higher bill, if not able  or willing to fit optimal energy usage patterns. Many are not 
able or willing to shift their loads (lifestyle) to achieve savings. 

Most of Grayson's effort have centered around improving weatherization levels in 
homes  and businesses.  

Witness: Jim Adkins 



XW-M le 
PSC First Request for Information 

Case No: 2012-00426 
Page -L o f L  

Witness: James R. Adkins 

14. Refer to page 10 of the Adlcins Testimony, response to Question 21. If states, in relevant part, 
that by placing more of its costs into a fixed-rate component, less distribution costs will come 
from energy sales based on the volume of usage, a n d  that Grayson will be more prone to enter 
into additional DSM programs. State whether Grayson has experienced a decline in customers 
or energy sales since 2008 over and above the energy reduction identified in the response to 
hem 49.c. of Staff's First: Request. 

RESPONSE: 

Grayson RECC has experienced a decline in customers and  energy sales. Please see annual energy 
sales and  the number of members at the e n d  of the year. 

Number of Total 
Me m be rs Energy ltWh 

2008 15,722 270,151,286 

2009 15,678 260,700,929 

2010 15,479 269,324,801 

2011 15,393 251,020,517 

Test Year 15,425 243,823,180 

PSC EXHIBIT 
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PSC First Request for Information 

Case No: 2012-00426 
Page I[ of ,l 

Witness: James R. Adltins 

14. Refer to page 10 of the Adkins Testimony, response t o  Question 21. If states, in relevant part, 
that by placing more of its costs into a fixed-rate component, less distribution costs will come 
from energy sales based on the volume of usage, and that Grayson will be more prone to enter 
into additional DSM programs. State whether Grayson has experienced a decline in customers 
or energy sales since 2008 over and above the energy reduction identified in the response to 
Item 49.c. of Staff’s First Request. 

RESPONSE: 

Grayson RECC has experienced a decline in customers and energy sales. Please see annual  energy 
sales and the number of members a t  the end  of the year. 

GRAYSON RECC 
Number of Tota I 
Members Energy kWh 

2008 15,722 270,151,286 

2009 15,678 260,700,929 

2010 15,479 269,324,801 

2011 15,393 251,020,517 

Test Year 15,425 243,823,180 



Grayson Rural Electric 
PSC First Request for Information 

Case Na: 2012-00426 
Item # + 

Page of 2 

2009 2010 
Resistant Heat to Heat Pump 16 28 
Touchstone Energy Home - Geothermal 21 20 
Direct Load Control 41 60 
Button-Up 14 29 
Energy Audits (Residential and Commercial) 56 - 69 
KY Energy Retrofit Rider 0 0 

0 0 -___- Commercial Advanced Lighting - 
Compact Fluorescent Lighting 2000 1700 

40. R.efer to the response to Item 49 of the Staff’s Frist Request. 

201 1 281 2 
23 8 
24 3 
131 79 
31 8 
68 69 
4 12 
0 1 

2100 2500 

a. Provide the number of customers participating in each of the demand-side 
managementlconservatiodenergy efficiency (“DSM’) programs listed in the response to 
Itern 49.1. during the years identified in the response to Item 49.b. 

Button-Up 
Energy Audits (Residential and - Commercial) 
KY Energy Retrofit Rider 
Commercial Advanced Lighting 
Compact Fluorescent Lighting 

RESPONSE: 

EKPC 
EKPC 
Grayson 
EKPC 
EKPC 

b. State whether each of the existing DSM programs was initiated by East Kentucky Power 
Cooperative (“EKPC”) OP by Grayson. 

EKPC 
EKPC 
EKPC 



Grayson Rural Electric 
PSC First Request for Information 

Case No: 2012-00426 
Item # 

Page 2 of z 

c. Provide, as a percentage, the ratio of Grayson’s expected annual investment in DSh4 
relative to its annual electric sales revenue for the years 20 12 through 20 15 based on 
current estimates. 

RESPONSE: 

2013 - 2014 - 2015 

DSM Investment per Sales Revenue 
(expected) 

0.25% 0.25% 0.25% 0.25% 

d. Provide, as a percentage, the ratio of Grayson’s expected annual DSM energy-efficiency 
savings relative to its total electric sales (in kWh) for the years 201 2 through 2015, based 
on current estimates. 

RESPONSE: 

2 0 1 2 -  2013 - 2014 - 201s 

DSM Energy -Efficiency savings per Total Electric Sales 0.40% 0.40% 0.40% 0.40% 
(expected) 

e. State whether there are additional DSM programs that Grayson has identified or is 
andyzing that may be included in its DSM portfolio if its increased customer charge is 
approved. Include a brief description of each program. Include in this explanation a 
discussion of whether these programs are initiated by EKPC or by Grayson and whether 
Grayson will af3er DSM programs in the hture independent to EICCP. 

IUESPONSE: 

There are currently no additional DSM programs that Grayson is currently 
looking to pursue including in their DSM portfolio. Any programs that would 
be initiated in the future would most likely be initiated with EKPC. 



Item if 3 
Page 2 of 

Grayson Rural Electric Cooperative 
Case No. 2012-00426 

Commission Staff's Third Request for Information 

9. Refer to the response to Item 14 of Staffs Second Request, which referenced the 
statement that Grayson will be more prone to enter into additional DSM programs if 
more of its costs are placed into a fixed-rate component. Reconcile this statement 
with the response to Item 40.e., which states that Grayson is not looking to pursue 
including additional DSM programs in its portfolio as a result of approval of its 
proposed increased customer charge. 

Response: 

The reconciliation of these two statements is based on the recognition of the timing 
difference. The response in Item 14 of Staffs Second Date Request is geared to the 
future if and when the proposed customer charge is increased to the requested 
amount and when new DSM programs come to light and/or offered by East 
Kentucky Power Cooperative. The response in Item 40e of the Staff's Second Data 
Request is talking only about the time frame. 

Witness: Jim Adkins 
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PSC First Request for Information 
Case No: 2012-00426 

Witness: fames R. Adltins 
Page of 

23. Refer to Exhibit R of the  application, page 37 of 42. 
a .  this page shows that  an increase of $21,085 is justified for _-*,----- Rate 4, 4 Largs-p,ower. - Explain 

why Grayson is not proposing an increase of this rate class. 

RESPONSE: 

Grayson decided not t o  increase this rate class for a couple of reasons. One, the  amount is not a 
large in  the  overall scheme and was overlooked in the development of the proposed increase 
amounts and rate designs. 

b, This page shows that  an increase of $3,748 is justified for Rate 5, Street Lights, and that 
$21,781 is justified for Rate 6, Yard Lights. Explain why Grayson is proposing an increase 
of only $378 for Rate 5 (which is less than the amount justified) and $27,622 for Rate 6 
(which is more than the amount justified), as shown in Exhibit J, page 1 of 17. 

RESPONSE: 

Grayson determined that  the lighting rates should go approximately the same percent. The new 
rates were then rounded t o  the nearest one fourth of  a dollar. 

PSCEXHIBJT r% 





ttem #E 
Page 1 of I 

Rate Class 
1 - Residential 

Grayson Rural Electric Cooperative 
Case No. 2012-00426 

Commission Staffs Third Request for Information 

1,627,302 

10 . Refer to the revised cost of service study (GCOSS’7) filed in response to ltem I 8  of 
Commission Staffs Second Information Request (“Staffs Second Request”), pages 40- 
41 of 43. The following table shows Grayson’s proposed increases and COSS justified 
increases for certain rate classes. 

I - Large Power 
5 - Street Lighting 

- 7 1,805 
378 3,389 

I L I V  I 1 6-Secuiity Lights 1 27,622 1 2,952 ] 

Given the revised “CQSS Based Increase” amounts for the rate classes shown in the 
table, state whether Grayson now believes that the proposed increases to these classes 
should be revised. If yes, explain how Grayson would propose to revise them. If no, 
expiain why a revision would not be appropriate. 

Response : 

Grayson agrees that the proposed increase for the rate classes listed above should 
be revised to the amounts that in the column labeled as COSS Justified. 

Witness: Jim Adkins 



Grayson Rural Electric 
PSC First Request for Information 

Case No: 2012-00426 
Item ff -2'& 

Page of _L 

28. Refer to Exhibit X of the Application, which provides a comparison of income statement 
account levels for the test period and the 12 months preceding the test period. 
a. Account 583.00, Overhead Line Expense, decreased from $5 15,000 in the 12 months 

preceding the test year to $483,000 in the test year. Provide a detailed explanation for 
why this expense decreased in the test year. 

RESPONSE: 

Property taxes decreased from $440k to $41 Ok 

b. Account 586.00, Meter Expense, increased from $512,000 in the 12 months preceding the 
test year to $552,000 in the test year. Provide a detailed explanation for m7hy this expense 
increased by this magnitude. 

Installation costs for meters were $58k less during the test year 

c. Account 588.00, Miscellaneous Distribution Expense, decreased from $ 144:000 in the 12 
months preceding the test year to $1  10,000 in the test year. Provide a detailed 
explanation for why this expense decreased in the test year. 

RESPONSE: 

Grayson installed a new mapping system. Employee labor, benefits, and 
expenses were recorded in this account as the mapping system was being 
installed. Labor and expenses are now being recorded in other accounts. 

d. Account 932.00, Maintenance of General Plant, increased from $285,000 in the 12 
months preceding the test year to $326,000 in the test year. Provide a detailed 
explanation for ivhy this expense increased by this magnitude. 

RESPONSE: 

The parking lot was repaved and striped at a cost of $49k during the test year. 

Witness: Jim Adkins 

PSC EXHIBIT 9 



G ray son R u ra I E I ect r i c Coop i3 ra t ive 
Case No. 2012-00426 

Commission Staff’s Third Request for Information 

12. Refer to the  responses to Items 28.a. a n d  b. of Staffs Second Request. 

a. Grayson’s response to Item 28.a. states, “Instaliation costs for meters were $58k less 
during the test year.” Given that the total expense in the  test year for Account 586.00, 
Meter Expense was $552,000 and installatian costs for meters was $58,000 less in the 
test year, explain how the total amount of expense for this account was more for the  test 
year than for the 12 months preceding the test year. 

Response: 

Installation costs are credits. This accounting is in accordance with the Uniform System 
of Accounts (“USoA”) for installing meters and transformers. 

b. Grayson’s response to Item 28.d. of Staffs Second Request states that Account 
932.00, Maintenance of General Expense,  increased from $285,000 in the  year 
preceding the test year to $326,000 in t he  test year due to t h e  “parking lot being 
repaved and striped at a cost of $49k during the test year.” 

(1) Identify and explain the authority and threshold for which Grayson capitalizes rather 
than expenses costs. 
(2) Explain why the parking lot improvements were not capitalized. 
(3) If Grayson had capitalized the cost of the parking lot improvements, what would the 
amount of the annual depreciation on the asset? 

Response: 

(I) Grayson capitalizes items of general plant over $2,500. This is what the USoA 
recommends. However, when an item of general plant is repaired, and not removed 
from service, it becomes a maintenance costs. Grayson did nat remove the  existing 
parking lot, but repaved the lot, which was accurately accounted for as maintenance. 
(2) Since the existing parking lot was not removed, the cost of repaving was 
maintenance. 
(3) $49,025 x 2.5% =: $1,226. 

Witness: Jim Adkins 
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Grayson Rural Electric 
PSC First Request for Information 

Case No: 2012-00426 
item ff 35 

Page p of -I 

35. Refer to the Total Operations and Maintenance Expense Per Customer C o l u m  on page 1 of 
Exhibit 16. State the reason9s) why Grayson had the highest mount  o f  this expense among 
the cooperatives on a per-customer basis. 

RESPONSE: 

Grayson included the postretirement benefits in its total benefits in the calculation 
of average cost per employee. A review of the other cooperatives indicates they 
did not include postretirement benefits. Had Grayson not included the 
postretirement benefits, its average per employee would be $35,410, whJch 
would be more comparable to the other cooperatives. 

Witness: Jim Adkins 



Grayson Rural Electric Cooperative 
Case No. 2012-00426 

Commission Staff's Third Request for Information 

14. Refer to the response to Item 35 of Staffs Second Request. The answer is not 
responsive. State with explanation the reason(s) why Grayson had the highest amount 
of Total Operations and Maintenance Expense Per Customer (Column 4 on Exhibit 16, 
Page 7 ) .  

Response: 

Grayson operates in a very rural and sparsely populated area. Even though there are 
not many consumers on a line, there is still maintenance and other associated costs. 
Grayson has the lowest density of consumers per mile, this translates into have t h e  
highest operations and maintenance per consumer. 

Witness: Jim Adkins 



Grayson Rural Electric 
PSC First Request for Information 

Case No: 2012-00426 
Item #i 

Page of I 

37. Provide a listing, with descriptions, of all act.ivities, initiatives, or programs undertaken or 
continued by Grayson since its last general rate case through the end of the proposed test 
period ending May 3 1 , 20 12 for the purpose of minimizing cots or hiproving the efficiency 
of its operations or maintenance activities. 

RESPONSE,: 

Grayson, along with four (4) other electric cooperatives in eastern Kentucky have 
been meeting on a regular basis to discuss operational activities, member 
service, right-of-way, safety, consumer related, financing, and other aspects of 
the electric cooperative activities for the purpose of sharing ideas and activities 
that have both been successful and those that have not been successful. These 
cooperatives on occasion have shared employees for training and educational 
purposes. Grayson can not put a doltar value on these meetings, but they have 
been very helpful for management, and other employees. 

Activities specific to Grayson are as follows: 

o Starting in early 201 0 an Inventory Analysis Program was implemented 
through a collaborative effort of the warehouseman and purchasing 
agent where processes were set up to improve the efficiency of 
ordering and accounting for material. This has resulted in a reduction of 
the amount of material on hand. 

e During 2011 Grayson realized approximately a $26,000 savings by 
switching to a different brand of chemicals for spraying right of way. 

8 Grayson has been installing a disconnect switches on meters of 
consumers who are habitual delinquents to reduce trips for servicemen. 

e The annual meeting was moved from an offsite location to another 
location that saved approximately $1 5,000. 

Witness: Carol Fraley 

PSC EXHIBIT 



item 7 

Page 1 of 1 

Witness: Don M. Combs 

7. Roes Grayson RECC have an AMR or AMI system? If yes, indicate the type of system, when it 

was installed, and whether Grayson RECC requested a Certificate of Public Convenience and 

Necessity to install the system (provide the case number). 

Response: 

Grayson installed a Landys & Gyr Turtle 1 AMR system in 2001 and did not 

request a Certificate of Convenience and Necessity. Grayson is currently 

upgrading i ts  AMR to a Turtle 2 system in order to accommodate optional 

inclining block and off peak rate structures, as they are requested by i ts  

customers. 

PSC EXHIBIT 


