COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF NOLIN RURAL ELECTRIC )
COOPERATIVE CORPORATION CONCERNING ) CASE NO. 94-402
EXISTING RATES )

O R D E R

On December 7, 1994, Nolin Rural Electric Cooperative
Corporation ("Nolin RECC") applied for authority to retain revenues
resulting from a reduction in its wholesale power costs and for
releage from ita obligation to rotate capital credits to its
members for all total margine in excess of a 1.5 Times Interest
Earnings Ratio ("TIER").}

Nolin RECC is a consumer-owned rural electric cooperative
organized pursuant to KRS Chapter 279 and engaged in the
disetribution and sale of electric energy to approximately 22,766
customers in Breckinridge, Grayson, Green, Hardin, Hart, LaRue,
Meade and Taylor counties.

On November 21, 1994, Nolin RECC’'s wholesala power suppliaer,
East Kentucky Power Cooperative ("EKPCY)}, applied to the Commisaion
for authority to adjust its basic rates tc its member distribution
cooperatives to reduce its annual revenues by approximately $28

million. The Commission subsequently ordered EKPC to adjust its

i See Case No. 90-064, The Notice of Nolin Rural Electric
Cooperative Corporation’s Revision to ite Electric Tariffs
{Oct. 31, 1990).



rates to reduce its annual revenuea by $33,493,9%30.' As a result
of these actions, Nolin RECC's purchased power coats will be
reduced by approximately $2.3 million.

The Attorney General intervened in this proceading, but
aubsequantly withdrew. A hearing was scheduled in this mattexr for
Auguat 18, 1995. Nagotiations between Commission Staff and Nelin
RECC were conducted prior to the scheduled hearing, As a regult of
these negotiations, a Settlement Agreement was executed and
submitted to the Commission for its approval.

Under the terms of this agreement, Nolin RECC will retain the
full amount of the reduction in EKPC's wholesale rates. Its rates
for retail service will be unaffected. Nolin RECC has agreed not
to apply for any general rate adjustment for a pericd of one year
and to continua to uge all total margine in excess of a 1.5 TIER to
rotate capital credite to its patrons. Nolin RECC has further
agreed to contain its operating costs and to report to the
Commigseion annually on its capital credit retirement efforts.

Aftar careful review of tha Settlement Agreement, the
Commisaion finds that the Settlement Agreement’s terms are
reascnable. The Commission further £inds that the Settlement
Agreement is in the public interest and should be accepted.

IT 18 THEREFORE ORDERED that:

1. The Settlement Agreement, appended hereto, is

incorporated in this Order as if fully set forth herein.

3 Case No. 5%4-336, Application of East Kentucky Power
Cooperative, Inc. to Adjust Electric Rates (July 25, 1995).
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2. The terms and conditions set forth in the Settlement
Agreement are adopted and approved.
3. Nolin RECC shall file new tariffs reflecting the
proviglons of thia Order within 30 days of the date of thig Order.
Done at Frankfort, Kentucky, this 7th day of August, 1995.

PUBLIC SERVICE COMMISSION

ATTEST:

De M,

Executive Director




APPENDIX
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO, 94-402 DATED AUGUST 7, 1993.
COMMONWEALTH OF KENTUCKY

RECEIVET
BEFORE THE PUBLIC SERVICE COMMISSION
JUL 10 1985
In the Matter of, PUBLIC SERVICE,
COMMISSION
APPLICATION OF NOLIN RURAL BLECTRIC )

COOPERATIVE CORPORATION CONCRRNING ) CASE NO. 94-402
EXISTING RATES )

SETTLEMENT AGREEMENT

THIS AGREEMENT is made and sntered this é&f?aay of July, 1995,
by and hetween the STAFF OF THE PUBLIC SERVICE COMMISSION OF
KENTUCKY ("Commission Staff") and NOLIN RURAL ELRECTRIC COOPERATIVE
CORPORATION, INC. ("Nolin REQCH).

WITNESSETH:

THAT, WHEREAS, on November 21, 1994, East Kentucky Power
Cooperative ("EKPC") applied to the Public Service Commimsion in
Case No. 94-336 for asuthority to adjust its basic rates to its
member diatribution cooperatives to reduce ita annual ravenues by
approximately 828 million;

WHEREAS, Nolin RECC is a member cooparative of EXPC;

WHEREAS, EKPC’'s action would reduce Nolin RECC’s purchase
power costs approximately $1,934,091,

WHEREAS, EKPC subsequently agresd to n?ditionnl adjustmancs
te itp test pariod cperations which will reduce its basic rates
by a total of $32.2 millien;

WHEREAS, Nolin RECC’s purchass power costs would be raducsd
by approximataly 82,299,544 as & result of ERKPC’s amsnded
application,



WHEREAB, on Dacembar 7, 1994, Nolin RECC applied to the
Public Service Commimsion for authority to retain in full RKPC'a
reduction in wholesale power rates and foy releasa from its
obligation under the Public Service Commission’s Order of October
31, 1990 in Came No. 90-0€4 to rotate capital credits teo its
mamberg for all totel margina in axcess of a 1.5 Times Interest
Earnings Ratioc (“TIER"};

WHEREAS, the Attornay Gensral intervened in this proceeding,
but subsquently withdraw frem it;

WHEREAE, no othar pearson has intervened as a party teo this
proceading; and

WHREREAS, Nolin RECC and Commission Staff have discussed
Nolin RECC's application and resched agreement on all ocutstanding
issues raised by it,

NOW, THEREFORE, be it reasolved that:

1, Nolin RRCC and Commimseion Ataff mutually agres that all
outstanding issues raised in thias proceading shall be rosolved by
thim Settlement Agreement.

4. Upon written acoceptance of this Settlement Agresmant by
the Public Service Commission, Nolln RECC shall be authorized to
retain all of EXPC’'s bzopos-d raduction in purchass power coste,
or approximately 53,299, 544.

3. 8hould the Public Service Commission order reductions
in EKPC’'eE rates which are groater than those to which EKPC has
propomed (including those to which it agresd in its brief in Casa
No. 954-336), Nolin RECC shall reduce its current rates to rsflect



the differance betwean the raduction which the Public Servicae
Commimspion orderad and that which EXPC has agrsed. If thae
reduction which the Public Sarvice Commission orders doas not
axcead 107 percent of EKPC's propoaed reduction, howaver, then
Nolin RECC shall not be raquired to reduce its ratas.

4. Within 20 days of the Public Service Commission‘’s f£inal
Ozdax in Case No. 54-336, Nolin RECC shall f£ile tariff shests
reflacting any rate adjustment which Paragraph 3 of thins
Settlamant Agreemsnt may reqguire. Nolin RECC shall submit with
these tariff sheats all calculations and workpapers which wera
used to detarmine the naw rates.

5. For as long ag this Settlement Agreement is in effect
and Nolin RECC'y ravenue raquirsments are determined heraunder,
Nolin RECC agrees to use all total margine in excsea of a 1.5
TIER tc rotate capital credits to ite patrons. For purposes of
determining total marging, Ganerating and Transmigeion margins
shall be axcluded,

6. For purposes of detarmining Nolin RECC’s earnings and
nargine, referance will be made to Nolin RECC’'s Annual Reports on
file wich the Public Service Ccmmiseion with adjustments to
eliminate any cost that is not normally alquld by the Public
Service Commission for rate-making purpecses. TIER shall be
calculated by excluding Gensrating and Transmission Capital
Credits, Dapreciation expensms shall be calcﬁlatnd uging the
depraciation rates which Nolin RECC proposed in its application,

exclusive of the component of those ratas which is intended to



racc&ar the depraciacion rasarve deficiency which Nolin RECC'Ss
moat racent depraciation atudy raportad.

7. When ragquired by this Settlemant Agrasment to rotate
its capital oredits, Nolin RECC ghall make paymant of thase
capital credica to itme patrons within 129 days of the close of
the calendar year in which its total margine aexcaeded a 1.% TIER
unleass rellaef i scught puxpuant to the provision of paragraph 14
of this Settloment Agrassment within 60 days of the close of the
calendar year,

8. In addition to any othar roports required by this
Settlement Agreemant, Nolin RECC shall, no later than April 30 of
each year, submit a written roport to the Public Service
Commigaion on the status of its patronega capital credit
rotation.

9. For as long as this Sattlemant Agrasment ie in effact
and Nolin RECC’s ravanus regquiremants are determined hersunder,
Nolin RECC acknowledges that it will ba subject to financial
monitoring by Commission Staff. To fascilitate that menitoring,
Nolin RECC agrees to provide, upon reasonable notice, any
financial statemesntcs necassary to assure Commission Staff that
refunds of Capital Credits are being administersd in good faith
in accordance with this Settlament Agreementi

10. Nolin shall not make application to the Public Service
Commigsion for a genaral adjustment of its ratas for a period of
one year from the day on which the Public Service Commission

approves this Settlement Agreesmant.



11. 'Nolin RECC shall withdraw ita pending application for
rate adjustment which hes been docketed as Casa No, 9%-089.

12. In ita next application for a general adjustment of
¥ates, Nolin RECC shall submitc with its application a new
dapraciaticn study, Nolin RRCC shall rstain additional data at
plant acaount lavel on ita utility plant for use in that study.

1). Neolin RECC recogniszes and acknowledges its obligation
to operate lts systam at the loweat poasible cost consistant with
the furnishing of adequata, efficient, and reasonable alectric
sexrvice, Nolin RECC agreea to take all reasonabla steps
necessary to comply with this cobligation.

14, Nolin RECC may apply to the Public Servics Commission
Yor relief from its aforamantioned obligations to retira capital
cradice whan, dus fo circumstances bayond Nolin RECC's control,
the Rural Electrification Administration or the National Rural
Utilicies Cooperative Finance Corporaticn has suspended or
discontinued advancing loan fundas to Nolin RECC.

15. Nolin RECC will proceed with all diligent speed to
obtain all requisite approvals from its crediters and othex
persong nacedsary to lmplament the provisions of this Settlemenc
Agresnmant.

16. Thio Ssettlement Agreement ia subjegt to the accap’ance
of and approval by the Public Service Commiasion.

17. If the Public Sexrvice Commissicn fails to acoept and
approve this Settlament Agreament in ilts antirety, this
procaeding shall go forward and neither the taxms of this
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Settlament Agresusnt nor any mattars vaimed during settlament
nagotiationa shall ba binding on either signatoxry.

18. If the Public Bervice Commiasmion accaptas and adopta
this Sattlemont Agreement in its entirety and enters an ordar in
thia procesding to that effect, Nolin RECC ahall not apply for
rahaaring in this proceeding nox bring an action for review of
thar order.

19. Nothing centained in this Agresment shall prevent Nolin
RECC from daveloping and prasenting a nsw squity management plan
Lo the Public Service Commiasion for ite reviaw and approval.

The signatoriams receognise, howsvar, that guch plan will not
affact the Yates satablished by this Agreament and that any
changaes in Nolin RECC's vateas regquirsd by such agquity managemant
plan can cnly be obtained through a general rate adiustmant
procaading., _

30, Until Nolin RECC presants a naw sguity managsmant plan
to the Public Servica Commisweion for its reviaw and approval,
Nolin RECC shall <¢ontinue to follow the toxms of the aquity
managament plan which it enacted to comply with the texma of the
Octobar 11, 1990 Zottlament Agresment in Cape No, 90-064.

21, Upon its approval by the Public Service COmmisaion;
this Hattlemant Agresment shall supercade and replace the Octcbar
11, 199C Settlamant Agraement in Case No, 90-064.

23, Nothing centained in this Settlemant Agresment ralieves
Nolin RECC of any obligations under the October 11, 19%0
Sattlamant Agreoment whioch arise bafors the approval of thiws
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Jattlament Agrasnent by t':hu Public¢ Sexvice Cummission.

23. Nothing contained in this agresment shall be construed
as ondorsing Nolin RECC’s applicaticn in Case No. 94-357 or
resolving any issues Talated to that protseding. This agresment
may not be presentad ag evidence in that procesding.

AGREED TO aY:

NOLIN RURAL EECTRIC WOPERJ\TIVE CORPORATICN
Pate: - G -95

Title: Geuc&A L_MANACER

COMMISSION STAFF

A’*QCE@Q,‘O&‘ | Data: 7-71-95°
Title: "_:i% ﬂg:vws ‘
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