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AG Request 10 - Attachment 
Page 4 of 6 

Witness:  Michelle Herrman



South Kentucky RECC

PSC Case 2021-00407
AG2 Question 10 d and e

Job Title 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 Total 

President, CEO X
Vice President of Finance and Member Services X X

X X X X X X
X X

X X X
X X

X X X
X X

X X X
X X X

X X X X X X X
X X

X X X X X
X X X X

X
- $7,518.30 $3,600.00 $1,050.00 $23,750.00 $5,337.50 $3,875.00 $1,325.00 $5,600.00 $3,375.00 $12,356.25 $67,787.05

Salaried Employee Bonus Compensation
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South Kentucky RECC

PSC Case 2021-00407
AG2 Question 10 d and e

Job Title 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 Totals

X X X

X
X X

- $350 - -           $4,100 -        -         -            $500 $500 $500 $5,950

Hourly Employee Bonus Compensation
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 11 

RESPONSIBLE PERSONS: Michelle Herrman and Steve Seelye 

COMPANY:    South Kentucky RECC 

 

Request 11.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 15(d) and (j).  

 a. Explain how the amount of the award is determined each year, as well as 

who approves the award amounts.  

 b. Provide the criteria used to determine which employee will receive an 

award. 

 c. Provide all studies and other objective data relied upon to determine award 

amounts.  

 d. Provide the job titles of those employees who received awards between 

2012 – 2022.  

 e. Provide the total monetary amount that South Kentucky RECC provided in 

awards for 2012 – 2022.  

 f. Confirm that all award amounts have been removed from the proposed rates 

for ratemaking purposes. 
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 g. Confirm that even if all award amounts have been removed from the 

proposed rates for ratemaking purposes, since the only revenue stream that South Kentucky 

RECC has is from the member customers, they are still actually paying for the award 

amounts. If not confirmed, explain in detail why not.  

Response 11.   

 a. The award amounts are in recognition of specified service and retirement 

milestones.  Please see the attached administrative policy describing the recognition 

criteria. 

 b. Please refer to the response in a. above. 

 c. We do not have knowledge of what studies or other relevant information 

was used to determine the rates described in the policy. 

 d. Job titles were previously provided in response to question 15(d) and 15(j) 

of the Attorney General’s First Data request. This information was provided pursuant to 

confidential treatment. 

 e.  

  

Year Total Awards
2012 $7,400
2013 $8,400
2014 $7,100
2015 $10,900
2016 $6,900
2017 $10,500
2018 $12,300
2019 $9,200
2020 $12,300
2021 $12,300
2022 $600
Total $97,900
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 f. Denied.    

 g. We believe these amounts are reasonable.  Service award recognition 

programs are widely accepted as a form of compensation. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 12 

RESPONSIBLE PERSONS: Ken Simmons and Michelle Herrman  

COMPANY:    South Kentucky RECC 

 

Request 12.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 15(e).  

 a. Provide the job titles of all employees who receive a vehicle allowance. 

 b. Provide the criteria used to determine which employee will receive a vehicle 

allowance. 

 c. Explain why the vehicle allowance is necessary. 

 d. Explain why the vehicle allowance was over $14,000 in 2017. 

 e. Explain what the vehicle allowance represents: vehicle lease payment, 

vehicle purchase payment, or a specified amount of money per mile for driving one’s own 

vehicle. 

 f. Explain whether the vehicle allowance amounts were removed from the 

proposed rates. 

Response 12. 
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 a. Previously, the President & CEO received a vehicle compensation amount 

added to his W-2 in recognition of personal use of a cooperative owned vehicle.   This 

practice was terminated and the President & CEO no longer uses a cooperative vehicle for 

personal use. 

 b. Please see a. above. 

 c. Please see a. above. 

 d. In 2017, the serving President & CEO retired.  The amount represents the 

personal use of a cooperative owned vehicle up until the time of retirement, as well as 

recognizes the value of the cooperative vehicle that was given to him at the time of his 

retirement. 

 e. The amount represents the personal use of a cooperative owned vehicle as 

determined by the Internal Revenue Service’s calculated Annual Lease Value Rule as 

describe in IRS Publication 15-B.  The value of the vehicle noted in d. above was 

determined using the value assigned at transfer by the Pulaski County Clerk Motor Vehicle 

Licensing branch. 

 f. The amount added to the CEO compensation for 2020 was not included in 

the test period and therefore, is not recognized in the proposed rates. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 13 

RESPONSIBLE PERSONS: Ken Simmons and Michelle Herrman  

COMPANY:    South Kentucky RECC 

 

Request 13.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 15(h).  

 a. Provide justification for the average raise of 6.19% in 2021. 

 b. Provide the average raise that South Kentucky RECC has approved to be 

given in 2022. Consider this a continuing request.  

Response 13.   

 a. As a result of the COVID-19 pandemic and the financial stress of the 

moratorium on payment of electric utility bills, no raises were granted during the 2020 

year.  Not granting raises during 2020, impacted the compensation increase percentages 

for 2021.  Please see our Independent Consultant report for 2021 provided in response to 

Commission Staff’s First Request No. 20.  

 b. No raises have been approved for 2022. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 14 

RESPONSIBLE PERSONS: Ken Simmons and Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 14.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 15(n). Explain whether the formal wage and salary study that 

the Company conducted compared South Kentucky RECC’s wage and benefit information 

to the local wage and benefit information for the geographic area in which South Kentucky 

RECC operates, per Commission precedent.  If not, why not? 

Response 14.  
 Local territorial service area information is a component of the Independent 

Consultant’s report results.  
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 15 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 15.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 15(p). As originally requested, provide a detailed narrative 

of the insurance benefits provided to the South Kentucky RECC employees, including but 

not limited to health, dental, vision, life insurance, etc.  In the discussion, ensure to include 

all premiums paid by South Kentucky RECC’s employees, premiums paid by South 

Kentucky RECC and the employee’s behalf, as well as all copays, deductibles, and 

maximum out of pocket amounts. If South Kentucky RECC employees do not contribute 

to specific insurance premiums then assert the same in the response. 

Response 15.    

 Please see our response to Staff’s First Data Request question 23 for the information 

related to health, dental, and vision insurance.  In addition to those insurances, the 

cooperative also provides the following: 

 1.  Life and Accidental Death & Dismemberment (AD&D) Benefits – Effective 

after the 3rd month of the employee’s employment date.  Coverage is equal to 2 times the 
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employee’s basic annual earnings, rounded to the next higher $1,000.  The cooperative 

pays 100% of the premium.  Amounts in excess of $50,000 in coverage are added to the 

employee compensation in accordance with IRS rules.  Employees can also purchase 

supplemental life and AD&D insurance for themselves or their dependents at the 

employee’s own expense.  

 2.  Long Term Disability Benefits – Effective after the 3rd month of the employee’s 

employment date.  Coverage is 66 2/3% of the employee’s annual salary with a maximum 

monthly benefit of $10,000; there is a 90-day elimination period.  The cooperative pays 

100% of the premium.   

 3.  Short Term Disability Benefits – Effective after the 3rd month of the employee’s 

employment date.  There is no insurance coverage; this is a self-funded plan.  The 

cooperative pays $40 per week, after a seven-day waiting period, for up to thirteen weeks.  

Payable upon return to work. 

 4.  Business Travel Insurance – Effective after the 3rd month of the employee’s 

employment date.  Staff and directors’ coverage is $100,000; all other employees’ coverage 

is $50,000.  The cooperative pays 100% of the premium.  

5.   24 Hour Accident Insurance – Effective after the 3rd month of the employee’s 

employment date.  This applies to salaried employees and directors only; coverage is 

$40,000.  The cooperative pays 100% of the premium.    

 6.  All employees are eligible to participate in AFLAC programs at their own 

expense. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 16 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 16.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 17.  

 a. Provide an update as to the Company’s request for Federal and State 

reimbursement from the Federal Emergency Management Agency (“FEMA”) for the 

$1,678,468 costs associated with the winter storm of February 2021. If no reimbursement 

has been received yet, specify when reimbursement should be provided. Further, explain 

how those reimbursement funds will be utilized when received.  

 b. Indicate if the Company deferred the winter storm costs in February 2021.  

If so, did it seek approval to do so from the Commission?  Did the Company record the 

FEMA receivable?  If not, why not? 

 c. Provide a narrative explanation of the Company’s accounting for the costs 

of the storm, the FEMA receivable, and how it will account for the receipt of the funds. 

 d. Provide the accounting journal entries when the Company incurred the 

storm costs, the deferral, if any, and the receivable, if any. 

  



AG Request 16 

Page 2 of 5 

 e. Explain in full detail whether the response erroneously referred to Payroll 

Protection Program, instead of the Paycheck Protection Program (“PPP”).  

 f. Explain how the $3,087,600 in PPP funds were utilized in 2021, and how it 

benefitted the member customers.  

 g. Provide a narrative explanation of the receipt of the PPP funds, i.e., did the 

Company record the receipt of the funds as income, defer the funds, or something else?  

Regardless of how it recorded the receipt of the funds, did it seek approval to do so from 

the Commission?  If not, why not? 

 h. Provide a narrative explanation of the use of the PPP funds, i.e., did the 

Company record the use of the funds as negative expense, a reduction of deferral, or 

something else? 

 i. Provide the accounting journal entries recorded when the Company 

received the PPP funds and then expended the funds.   

Response 16.    

 a. Expense reimbursement reports have been filed with Kentucky Emergency 

Management who is responsible for releasing the funds.  No reimbursement has been 

received at this time.  We have not been provided a timeline for receipt of the funds.  Those 

funds will be used for general operations to replace the funds that were used for the storm 

restoration approved by the Federal Emergency Management Agency. 

 b. No.  We have not deferred the winter storm costs.  Yes, the cooperative 

recorded the federal 75% reimbursement portion as a receivable in 2021. 
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 c. When the storm occurred, a storm project code was assigned.  Expenses 

attributed to the storm were coded to their customary account numbers noting the storm 

project code.  When the Federal contract award was provided with their approved amounts; 

the journal entry in e. below was recorded.  The entry below represents the federal portion 

of the reimbursable storm expenses.  The remaining State share and the cooperative’s share 

remain in their customary expense accounts. 

 When the funds are received from FEMA, the amount recorded as a receivable will 

be credited to the receivable account and debited to cash.  The amount remaining in the 

expense accounts for which reimbursement is received will be accounted for by first 

applying the funds received as a credit to the maintenance expense and administrative and 

general costs, with any remaining funds being applied as a credit to construction and 

retirement costs. 

 d. The expenses were recorded to the storm project code to their normal 

expense account.  Those accounts are noted in the credit entries in the journal entry below.   
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When the receivable was set up for the Federal 75% reimbursement portion, the following 

entry was made. 

   

 e. Yes, the reference was incorrectly stated.  It should have been referred to as 

Paycheck Protection Program. 

 f. The funds were utilized to meet expenses related to employee payroll costs.  

These funds stabilized cash flow impacted by the moratorium on payment of electric utility 

bills and the closure of businesses, schools and government facilities that resulted in 

reduced energy sales.  It also deferred the need to utilize our line of credit or incur 

additional long-term debt.  This benefitted our members by not incurring additional interest 

expenses associated with utilizing our line of credit or incurring additional long-term debt.  

Similarly, it ensured that we had a ready workforce who could respond to the needs of our 

members. 

 g. The funds were first recorded as a liability on our balance sheet.  Once loan 

forgiveness was granted by the Small Business Administration, the loan amount along with 

the associate interest, were recorded as miscellaneous non-operating income as required by 

the Rural Utilities Service (RUS) accounting requirements. 

JE 12599 - 10/31/21: Debit Credit
DR 143.00 OTHER ACCTS RECEIVABLE 1,243,419.00$   

CR 586.00 METER EXPENSE 60,735.64$    
CR 593.00 MAINTENANCE OF O/H LINES 464,445.03$  
CR 593.00 MAINTENANCE OF O/H LINES 461,590.87$  
CR 593.50 MAINTENANCE OF O/H LINES-RW 171,617.56$  
CR 903.00 CUSTOMER RECORDS & COLLECT EXP 18,220.69$    
CR 908.00 CUSTOMER ASSISTANCE EXP 24,294.26$    
CR 920.00 ADM & GENERAL SALARIES 42,514.95$    

TO SET UP IN ACCOUNTS RECEIVABLE THE FEDERAL SHARE OF FEMA 4592-DR-KY GRANT
FOR THE FEBRUARY 2021 ICE STORM.
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 i. The accounting journal entries are provided below. 

 

 

  

Debit Credit
Mar-21 A/C 136.16  Temp Invest-Citizens Nat'l -Somerset $3,087,600.00

         A/C 224.10  Other L T D-Citizens Nat'l Bank $3,087,600.00 JE#12496
    To record funds received 3/17/21 from
Citizens National Bank for executed loan
#20001608 under the Paycheck Protection 
Program.

Oct-21 A/C 224.10  Other L T D-Citizens Nat'l Bank $3,087,600.00
       A/C 421.00 Misc Nonoperating Income $3,087,600.00 JE#12590
    To record 20001608 Paycheck Protection
Program(PPP) loan forgiveness per letter
from Citizens National Bank dated 10/5/2021.

Oct-21 A/C 421.04  Misc Nonoperating Expense $17,324.87
       A/C 421.00  Misc Nonoperating Income $17,324.87 JE#12590
    To record 20001608 Paycheck Protection
Program(PPP) loan interest forgiveness per letter
from Citizens National Bank dated 10/5/2021.
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 17 

RESPONSIBLE PERSON:  Kevin Newton 

COMPANY:    South Kentucky RECC 

 

Request 17.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 18. Explain why there is reduced competition for right-of-

way management contractors. 

Response 17.   

 The number of right-of-way contractors has dropped due to buy-outs over the past 

several years.  Many of the small, locally owned, contractors either have been purchased 

or have stopped working in right-of-way due to the cost of doing business. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 18 

RESPONSIBLE PERSON:  Ken Simmons 

COMPANY:    South Kentucky RECC 

 

Request 18.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 20(e)(i). Explain why the Company has four district office 

locations in close proximity to each other. Has South Kentucky RECC ever contemplated 

combining locations to streamline efficiencies and save money on overhead expenses? If 

not, why not? Explain the response in full detail, and provide all benefits and negative 

ramifications for the same. 

Response 18.   

 Yes, it has been discussed by the Board in the past. However, “close proximity” is 

a very subjective measure of distance. South Kentucky’s four district office locations range 

from 28 miles to 47 miles (one way) from the main office in Somerset. Some Members 

residences are in excess of a 30-minute drive to one of the district offices and could be 

located well over an hour’s drive from the main office.  

 Although, there may be some minimal operational savings, it would certainly place 

an additional burden on members who live in these remote areas as it relates to conducting 

business with South Kentucky. I would also note that some of these members are those  
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who can least afford the additional burden of added travel  
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 19 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 
 

Request 19.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 22(c).  

 a. Explain in full detail why the Company does not have knowledge of the full 

details of East Kentucky Power Cooperative’s (“EKPC”) patronage payout program. 

Confirm also that South Kentucky RECC has a seat on the EKPC Board of Directors.  

 b. When EKPC provided cash patronage payouts in 2019 and 2020 why did 

South Kentucky RECC not ask for details of the program at that time?  

 c. Provide the monetary amount of cash patronage payouts that EKPC has 

provided to South Kentucky RECC each year from 2012 – present. 

Response 19.  

 a. South Kentucky has knowledge of EKPC’s patronage capital allocation 

program, in that allocations are made each year based upon EKPC’s margins for the year, 

and our respective contribution to those margins through the revenues we have provided to 

them.  However, in order to have full knowledge about the patronage payout program we 

would have to be fully involved in their decision making process at a staff level. 
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 Yes, one of South Kentucky’s Directors has a seat on the EKPC Board of Directors. 

 b. The premise of patronage capital and retirement is known; however, full 

details of the reasons that led EKPC to make cash payouts during those years was not 

known.  The reasons behind the cash payouts would not affect South Kentucky’s recording 

of the payments in its accounting records. 

 c. Cash patronage payouts were none for the years of 2012-2018 and 2021 and 

to date in 2022.  Cash patronage payout for 2019 and 2020 were $201,317.92 and 

$720,778.97, respectively. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 20 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 20.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 22(d).  

 a. Explain in full detail why the Company does not have knowledge of the full 

details of the Cooperative Finance Corporation’s (“CFC”) patronage payout program.  

 b. When CFC provided cash patronage payouts in 2012 – present why did 

South Kentucky RECC not ask for details of the program at that time? 

 c. Provide the monetary amount of cash patronage payouts that the CFC has 

provided to South Kentucky RECC each year from 2012 – present. 

 Response 20.   

 a. South Kentucky has knowledge of CFC’s patronage capital allocation 

program, in that allocations are made each year based upon CFC’s margins for the year, 

and our respective contribution to those margins through the revenues we have provided to 

them.  However, in order to have full knowledge about the patronage payout program we 

would have to be fully involved in their decision making process at a staff level. 
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b. The premise of patronage capital and retirement is known; however, full 

details of the reasons that lead to the amounts CFC declares as cash patronage payouts 

during those years was not known.  The reasons behind the cash payouts would not affect 

South Kentucky’s recording of the payments in its accounting records. 

 c.  

  

 

 

 

 

 

 

 

 

CFC Cash Payouts
Year Amount

2012 35,986.48$ 
2013 38,763.91$ 
2014 33,358.72$ 
2015 30,394.32$ 
2016 28,350.13$ 
2017 26,900.90$ 
2018 24,565.98$ 
2019 69,844.97$ 
2020 46,192.78$ 
2021 40,617.82$ 
2022 -$            
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 21 

RESPONSIBLE PERSONS: Michelle Herrman and Steve Seelye 

COMPANY:    South Kentucky RECC 

 

Request 21.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 24. South Kentucky RECC states that it currently has five 

vacant positions it would like to fill, with four of those being delayed until the Company 

has the financial ability to do so. South Kentucky RECC further asserts that it is seeking to 

fill the Director of Corporate Services position. 

 a. Explain whether the salaries, benefits, etc. associated with the above-

referenced five vacant positions are included in the proposed revenue requirement. If 

included, explain in detail why expenses associated with vacant positions would be 

included in the proposed rates. 

 b. Provide the total monetary amount associated with the aforementioned five 

vacant positions that are included in the proposed revenue requirement, if any. 

 c. Provide a breakdown of the total monetary amount associated with the 

aforementioned five vacant positions that are included in the proposed revenue 

requirement, if any. 
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 d. Explain in detail whether a job offer has been made to an applicant for the 

Director of Corporate Services. 

 e. Provide a specific date as to when the Director of Corporate Services 

position will be filled.  

Response 21.   

 a. Four of the vacant positions are included in the proposed revenue 

requirement.  These positions were described in our response to your First Request for 

Information, question 24a.  The one position that was not included in the proposed revenue 

requirement is the position of the Credit and Collections Representative because this is a 

new position that we would like to incorporate into our staffing.  The other four positions 

were existing positions that have been vacated due to retirement or resignation during 2021.  

These job roles are needed, but due to cost control measures, they were left vacant for the 

time period until our financial position improves.  We intend to advertise and fill these job 

roles as soon as we receive the financial benefits of our proposed rate increase. 

 b. As described in a. above, only 4 vacant positions are included in the 

proposed revenue requirement.  The monetary amount associated with the four vacant 

positions included in the proposed revenue requirement is $514,754. 

 c. The breakdown by position for the four vacant positions included in the 

proposed revenue requirement is shown in the table below.  Please note that these values 

are slightly different than what was reported in our response to your First Data Request, 

question 24 because these are the actual amounts that were included in the revenue 

requirement as depicted in our 2021 budget to determine the adjustment to annualize wages  
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and salaries.  The values reflected in our response to question 24 are reflective of current 

anticipated market values. 

 

 d. There has not been a job offer to any applicant for the Director of Corporate 

Services position. 

 e. We hope to have the position filled by the end of April 2022.  But no firm 

date is known at this time. 

 

 

 

  

Job Title Position Value
127,047$        
152,339$        
80,851$          

154,516$        
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 22 

RESPONSIBLE PERSONS: Michelle Herrman and Steve Seelye 

COMPANY:    South Kentucky RECC 

 

Request 22.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 25(c). Provide justification for hiring the new President and 

CEO in 2018 at an annual salary of $250,016, which is a 31.58% pay increase over the 

prior President and CEO.  

Response 22.  South Kentucky’s prior President and CEO had been a long-term 

employee of the Cooperative in several roles, the last of which was as Vice President of 

Engineering and Operations when he assumed the position of President and Chief 

Executive Officer (“CEO”) in 2017 upon his predecessor’s retirement.  He did not possess 

a four-year college degree having previously attended a local community college with an 

emphasis in business administration and electrical engineering; nor did he have prior 

experience as a President/CEO.  At the time of the prior President/CEO’s retirement in 

May 2019, South Kentucky’s Board of Directors Policy 203, President/Chief Executive 

Officer Succession and Selection, required the Board to engage a professional consultant 

to assist in the search for CEO candidates. A key component of this search included 

consideration of the amount of reasonable compensation to be paid in order to attract, retain  
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and motivate a highly qualified CEO.  South Kentucky’s Board of Directors Policy 202, 

President/Chief Executive Officer Evaluation and Compensation Policy, which provided 

that market-based compensation practices should be employed in the search process, was 

also an important factor.  South Kentucky engaged the National Rural Electric Cooperative 

Corporation’s (“NRECA”) Executive Search Group to facilitate an extensive national CEO 

search process which took several months to complete.  The candidate who was ultimately 

chosen to become South Kentucky’s new President/CEO, Mr. Ken Simmons, had a very 

impressive resume both educationally and from an experience standpoint.  Reference to 

Mr. Simmons’ specific qualifications can be found in his testimony in support of the 

Application in this case, at Exhibit 8, pages 2-3.  Mr. Simmons’ final compensation amount 

was based on the prevailing national market for electric distribution cooperatives having 

similar education and executive-level experience.  The 31.58% pay increase referenced in 

the request is justified considering the relative educational and experience backgrounds of 

the prior President/CEO and Mr. Simmons.  
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 23 

RESPONSIBLE PERSONS: Michelle Herrman  

COMPANY:    South Kentucky RECC 

 

Request 23.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 25(d). Explain in detail the alternative methods that have 

been discussed to conduct less expensive Board of Director elections.  

Response 23.   To reduce the cost of annual elections South Kentucky’s Board of 

Directors has discussed the possibility of bringing elections ‘in-house’ by sending out 

paper ballots to members either by mail or printed in Kentucky Living Magazine, and then 

tabulating them when returned. Several problems with this option have been identified 

including, but not limited to, printing and mailing expense, inability of South Kentucky’s 

website portal to provide for electronic online voting resulting in decreased member 

participation, and increased staff and employee work time necessary to oversee all election 

activities.   Another option could be to provide for in-person voting either by paper ballot 

or utilizing electronic voting machines at the annual meeting or at South Kentucky’s district 

offices on a date published to members well in advance.  The cost of this option is still 

being discussed as it would probably require engaging a local consultant having experience  

 



AG Request 23 

Page 2 of 2 

with conducting similar elections.  Discussion of this issue in ongoing and no decision has 

been reached. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 24 

RESPONSIBLE PERSON:  Ken Simmons 

COMPANY:    South Kentucky RECC 

 

Request 24.  Refer to pending Case No. 2021-00372.  

 a. Provide the monetary amount that Kentucky Utilities Company (“KU”) is 

providing to South Kentucky RECC, if any, in order to change service territories.  

 b. Explain how South Kentucky RECC plans to utilize the monetary amount 

provided by KU. 

 c. Explain whether the monetary amount is included in the revenue 

requirement of the pending case, and if so, specify where it is included. If not, explain why 

not. 

 d. Explain the journal entries South Kentucky RECC will make upon receipt 

of these sums from KU.  

Response 24.   

 a. There is no money being exchanged related to the boundary change case. 

 b.  Please see our response to a. above.  Not applicable. 

 c. Please see our response to a. above.  Not applicable. 

 d. Please see our response to a. above.  Not applicable. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 25 

RESPONSIBLE PERSON:  Steve Seelye 

COMPANY:    South Kentucky RECC 

 

Request 25.  Refer to the March 30, 2012 Final Order in Case No. 2011-00096, 

wherein the Commission amortized the rate case expense of $144,660 over three years, or 

$48,220 annually. Confirm that South Kentucky RECC has received over three times the 

amount of rate case expense as it originally expended on the 2011 rate case. If not 

confirmed, explain in full detail why not.  

Response 25.            

Confirmed.  Three years is a reasonable period between rate cases and represents 

the standard amortization period for rate case expenses in cooperative rate cases in 

Kentucky.  The Commission has approved a three-year amortization of rate case expenses 

in the following electric cooperative rate cases:  Case No. 2021-00066, Order dated June 

23, 2021, for Kenergy Corp; Case No. 2020-00338, Order dated April 8, 2021, for Licking 

Valley Rural Electric Cooperative; Case No. 2020-00264, Order dated December 30, 2020, 

for Cumberland Valley Electric, Inc.; Case No. 2020-00131, Order dated September 16, 

2020, for Meade County Rural Electric Cooperative; Case No. 2020-00104, Order dated 

August 11, 2020, for Clark Energy; Case No. 2018-00272, Order dated March 28, 2019,  
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for Grayson Rural Electric Cooperative; Case No. 2018-00129, Order dated January 25, 

2019, for Inter-County Energy; Case No. 2017-00374, Order dated April 26, 2018, for Big 

Sandy Rural Electric Cooperative; Case No. 2016-00365, Order dated May 12, 2017, for 

Farmers Rural Electric Cooperative; Case No. 2015-00312, Order dated September 15, 

2016, for Kenergy Corp; Case No. 2013-00219, Order dated February 27, 2014, for 

Jackson Energy;  Case No. 2012-00023, Order dated March 26, 2013, for Taylor County 

Rural Electric Cooperative; and Case No. 2011-00096, Order dated March 30, 2012, for 

South Kentucky Rural Electric Cooperative.    

Mr. Seelye is unaware of a cooperative rate case in Kentucky in which a 3-year 

amortization period was not approved.   Three-year amortization periods for the 

amortization of rate case expenses have also been approved by the Commission for the 

investor-owned utilities in the state, including Louisville Gas and Electric Company, 

Kentucky Utilities Company; Kentucky Power Company; Duke Energy Kentucky, Atmos 

Energy Corporation; and Columbia Gas of Kentucky, Inc. 

Furthermore, it is misleading to single out an individual item included in a utility’s 

prior rate case and claim that the utility has over or under recovered those costs.   The 

reasonableness of past revenue requirements can only be considered in total, where some 

cost items included in revenue requirements ended up being lower than actual costs once 

rates go into effect while other cost items ended up being higher.  For example, certain 

operation and maintenance expenses included in revenue requirements in 2011 would have 

been significantly less than actual expenses during many of the years in which the rates 

were in effect.  
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 26 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 26.  Refer to South Kentucky RECC’s responses to the Attorney 

General’s First Request, Item 28, and the Commission Staff’s Second Request for 

Information (“Staff’s Second Request”), Item 1. Refer further to the statement at the end 

of the response to Staff’s Second Request, Item 1, which reads, “Since the highest interest 

rate loan and blended interest rate of South Kentucky’s RUS/FFB portfolio was below the 

4% interest earning rate, South Kentucky RECC elected to keep the funds in the Cushion 

of Credit program.” 

 a. Provide the names of the individuals at South Kentucky RECC who made 

the decision to keep the funds in the Cushion of Credit program and indicate when the 

decision was made.  If the final decision was the subject of a Board of Directors’ vote, 

please so state and indicate the date of the Board Meeting.   

 b. Provide copies of all documents, including Board minutes and 

presentations, which memorialize the decision to keep the funds in the Cushion of Credit 

program.   
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 c. Provide a schedule as of March 31, 2020, December 31, 2020, and 

December 31, 2021, showing the RUS Cushion of Credit amounts by deposit date and in 

total. 

 d. Provide the journal entries, if any, associated with retaining these funds in 

the Cushion of Credit program, and with any subsequent disbursement of those funds.  

Response 26.     

 a. There was no formal vote by the Board of Directors regarding “keeping the 

funds in the Cushion of Credit program”; however, the topic was discussed several times 

during regular board meetings due to the pending passage of the Farm Bill which ultimately 

passed in December of 2018.  Those present at said meetings regularly included the Board 

of Directors, President & CEO, Vice President of Finance & Member Services, Chief 

Operating Officer, Executive Administrator to the President/CEO and Board of Directors, 

and Board Counsel. 

 b. In addition to the response of Question 26, Item (a) above, please note that 

at the December 9, 2021, regular meeting of the Board of Directors, all directors agreed to 

have Mrs. Herrman develop an investment policy statement to be reviewed at a future 

meeting.  (See attached minutes, Item 4) 

 c. Please see the attached quarterly Cushion of Credit statement balances for 

the quarters ended March 31, 2020, December 31, 2020 and December 31, 2021.  Please 

also see the associated general ledger account balances as of the periods requested.   
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The balance in the Cushion of Credit at the dates requested are as follows: 

 

 d. Representative journal entries to record interest earnings on the Cushion of 

Credit and the use of the Cushion of Credit for debt payments. 

 

 

 

 

 

 

 

Date Amount
March 31, 2020 29,163,812.92$  

December 31, 2020 30,171,214.13$  
December 31, 2021 31,065,537.90$  

Cushion of Credit Balances

MONTHLY JE FOR CUSHION OF CREDIT INTEREST (INTR  12/DEPT 1603):
Debit Credit

DR 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT X
CR 419.00 INTEREST & DIVIDEND INCOME X

TO RECORD INTEREST ACCRUED ON ADVANCE LTD PAYMENTS UNAPPLIED TO RUS FOR MONTH.

RUS LTD PAYMENT FROM CUSHION OF CREDIT FOR DECEMBER 2021 (LOAN  13/DEPT 1603/JE 12610):
Debit Credit

DR 232.40 ACCOUNTS PAYABLE-RUS 24,415.36$  
CR 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT 24,415.36$  

TO RECORD PAYMENT TO RUS FOR LTD USING CUSHION OF CREDIT.



MINUTES 
DECEMBER 9, 2021 

REGULAR BOARD MEETING 
SOUTH KENTUCKY RURAL ELECTRIC COOPERATIVE 

CORPORATION 

1 

The Regular Board Meeting of the Board of Directors of South Kentucky Rural Electric 
Cooperative Corporation (SKRECC) was held on Thursday, December 9, 2021, beginning at 5:00 
p.m., in the Boardroom at the Headquarters Office located in Somerset, Kentucky.

I) Call to Order - Cathy Epperson, Chairperson, called the meeting to order.

2) Invocation - Cathy Epperson gave the invocation.

3) Roll Call/Declaration of Quorum - Present at the meeting were Board Directors, Cathy
Epperson, Chairperson; Billy G. Hurd, Vice Chairperson; Boris Haynes,
Secretary/Treasurer; Tommy Nelson, Greg Redmon, Rick Halloran, and Brent Tackett.
Also present were Ken Simmons, President and CEO; Kevin Newton, Chief Operating
Officer; Michelle Herrman, Vice President of Finance and Member Services; and Joy
Turpin, Executive Administrator to the President/CEO and Board of Directors.

4) Safety Moment - Kevin Newton presented a safety moment on clearing your windows of
frost during cold weather.

5) ADOPTION OF CONSENT AGENDA - Upon a motion duly made, seconded, and
unanimously carried, the consent agenda was adopted as presented.

6) ADOPTION OF DISCUSSION AGENDA - Upon a motion duly made, seconded, and
unanimously carried, the discussion agenda was adopted as presented.

CONSENT AGENDA 

I) Approval of Regular Board Meeting Minutes of November 11, 2021 - Cathy Epperson

2) Approval of Special Board Meeting Minutes of November 18, 2021 - Upon a motion

duly made, seconded, and unanimously carried, the minutes were approved as presented.

3) Recurring Monthly Approvals - Cathy Epperson

a. Electric Write-offs for October 2021 in the amount of$19,843.91.

b. Capital Credit Refunds Deceased Estates for November 2021 in the amount of

$26,827.81.

c. SKRECC 438 New Members for November 2021.

d. Claims for November 2021.
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e. CEO, Directors, and Attorney Expenses for October 2021.

DISCUSSION AGENDA 

I) Executive Session - Upon a motion duly made, seconded, and unanimously carried, the
Board of Directors moved to executive session at 5:05 pm and exited at 6:25 pm. The
regular session resumed at 7:00 pm following a dinner break.

2) Action Items:

a. Recommended Review and Approval of 2022 Expense Budget as
Presented in November (to be covered during the Special Board Meeting
on December 21, 2021 ). Directors agreed to convene and review and
consider the 2022 Expense Budget for approval at the Special Board
Meeting scheduled for December 21, 2021.

b. Request Approval of the 2022 Worker's Compensation Policy Renewal -
Mrs. Herrman reviewed the information previously sent to directors and
recommended that the policy be renewed based on ease of service and
estimated cost savings. Mr. Simmons stated that the workers
compensation coverage was bid out in 2020 for the 2021 coverage year
and that the Federated Insurance bid came back considerably cheaper
than any of the other companies that submitted bids. Upon a motion duly
made, seconded, and unanimously carried, the 2022 Worker's
Compensation Policy renewal with Federated was approved as presented.

2 

c. Request Approval of Resolution on 2022 - 2023 Right of Way Circuit Bid
Contract with A Cut Above Tree Service. Mr. Newton reviewed all of the right of
way bids with the directors and stated that he would like to notify the contractors
in January so they can move forward with planning for the work even though the
2022 expense budget has not been approved. Mr. Newton further stated that
adjustments can be made to the hourly work, if necessary, in order to comply with
the 2022 expense budget. Upon a motion duly made, seconded, and unanimously
carried, the bid from A Cut Above Tree Service was approved as presented.

d. Request Approval of Resolution on 2022 - 2023 Right of Way Circuit
Bid Contract with Kendall Vegetation Service. Upon a motion duly
made, seconded, and unanimously carried, the bid from Kendall
Vegetation Service was approved as presented.

e. Request Approval of Resolution on 2022 - 2023 Right of Way Circuit
Bid Contract with Phillips Tree Service. Upon a motion duly made,
seconded, and unanimously carried, the bid from Phillips Tree Service
was approved as presented.

3) CEO's Report
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a. Job Postings Update - Mr. Simmons requested approval for the Director of
Corporate Services position which was discussed in Executive Session. Mr.
Simmons requested approval for the Director of Corporate Services position which
was discussed in Executive Session. Upon a motion duly made, seconded, and
unanimously carried, the new position of Director of Corporate Services (formerly
HR Manager) was approved. Mr. Simmons stated that this position is currently
the only vacant position we seek to fill at this time.

b. E. V. Workshop - Mr. Simmons reported that he and Mr. Haynes attended the EV
workshop presented by CoBank, in conjunction with KEC, earlier in the day in
Louisville. Mr. Simmons played a video presentation from FOX news regarding
the Ford Lightning pickup. The number of reservations taken by Ford for truck
orders, the seriousness of the EV projections and the need for developing a rate
were discussed. Mr. Simmons stated that he has met with EKPC and discussed
putting together a strategic team to focus on designing a rate and emphasized to
directors that the Co-op needs to start thinking about it. Mr. Haynes commented
that it was stated during the workshop that 80% of electric vehicles will be charged
at home, and that he believes the Co-op doesn't need to pursue the public charging
station business. Mr. Simmons and Mr. Haynes stressed that the Co-op needs to
identify where the EV's are and develop a rate to encourage and appropriately
recover SKRECC cost.

c. OSHA - COVID Vaccine Mandate - Mr. Simmons informed directors that
OSHA's Emergency Temporary Standard on Vaccination and Testing has been
held up in litigation and the government contractor executive order has also been
suspended by the courts. Human Resources reports that all of the vaccination status
surveys which were sent to employees have been completed and returned.
According to the surveys, the Co-op currently has fifty employees out of 128 who
are not vaccinated. Mr. Simmons commented that we have some employees who
started the vaccination process following the employees' meetings held last week,
and that the process has been better received than we anticipated. Mr. Simmons
stated that as of now, we have not received any response regarding our inquiry of
whether or not electric co-ops are government contractors.

4) Finance & Member Services - Michelle Herrman

a. Financial Report - Mrs. Herrman summarized the written report for October which
was sent out early to attendees.

Mrs. Herrman reported that, financially, October was very busy and that the new 
EKPC rates went into effect. Operating margins received a boost for the month 
with the reclassification of expenses from the FEMA event. The federal portion of 
the FEMA money, $1,243,419, was moved from expenses on the Income Statement 
to a receivable on the Balance Sheet. This reduced the expenses for the year. 

Also recorded in October was the forgiveness of our PPP loan in the amount of 
$3,087,600. This money, that we received in March, was reclassified as loan funds, 
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and recorded as other non-operating income. This significantly impacted our net 
margin result, our TIER ratio, and changed our financial position, year-to-date. 

Mrs. Herrman stated that she is working with NISC to determine the credit card fee 
process, but nothing has been decided yet. NISC is tighter with their options so we 
may be forced to adjust to their requirements. We are being told that their fees 
average less than what we have been paying, but we don't have a definitive answer 
since it's based on individual credit card charges. The Co-op currently pays about 
$44,000 per month in fees, and the hope is to cut that number in half. 

Cushion of Credit - Mrs. Herrman reminded directors that she had previously 
discussed using cushion of credit dollars to pay our obligations for long-term debt 
thus; allowing us to invest general fund dollars normally used for debt payment into 
unrestricted investment savings. She stated that CFC could be used for short-term 
investment when beginning to build the investment fund, and once the fund is fully 
developed, we would then decide where to invest the money for the long-term. 
Currently, a short-term 90-day note with CFC is earning .43%. Directors agreed to 
have Mrs. Herrman develop an investment policy statement for them to review. 

Capital Credits - Mr. Simmons commented that Mrs. Herrman will present some 
definitive numbers regarding returning capital credits at the next meeting. He 
added that currently, our equity position is higher than our Board's target range. 
Discussion was held regarding consideration of returning capital credits during the 
rate case. Mrs. Herrman stated that while we have recently returned capital credits 
in January or February, we can choose an alternative time frame. Directors 
questioned if using capital credits every other year to invest in infrastructure instead 
of returning them would be an option. Discussion was held. Mrs. Herrman will 
prepare a report for review and further discussion at the budget meeting on 
December 21 st

• 

Mrs. Herrman informed directors that the Monticello building balance is just over 
$686,000 and is invested with CFC in a select note. Currently we are rolling over 
the interest and will continue to do so for another six months. 

5) Operations Report- Kevin Newton

a. Operations and Engineering - Mr. Newton stated that he had nothing to add to his
written report which was sent to directors prior to the meeting.

6) KEC Report - Mr. Halloran reported on the KEC annual meeting which was held on
November I 5th and 16th. Mr. Halloran stated that it was a good meeting, and a CEO
evaluation was conducted on Chris Perry.

Mr. Halloran requested that Mrs. Turpin read aloud, an email which he had received 
through the SKRECC website director email account. Mrs. Turpin proceeded to read the 
email from Chris Roberts of CRR Contracting, LLC, to the other directors. Mr. Roberts 
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states in his email that he has recently moved back to Somerset from Lexington and is 
interested in forming a cooperative of small independent contractors (United Contractors 
Cooperative) who could be utilized when building a home. He contacted Mr. Halloran to 
find out if SKRECC would be interested in being involved as a "non-profit pass-through 
entity" in the project development. Mr. Nelson stated that he would get in touch with Mr. 
Halloran following the meeting and provide him with contact information for a group 
which he thought could assist Mr. Roberts. Mr. Halloran agreed to contact Mr. Roberts 
and pass along the information. 

7) East Kentucky Power Report - Mr. Haynes reported on the EKPC Board of Directors
meeting held Tuesday, December gu,. Operating margins are in the minus of$6.5 million
which is $1 million better than projected. Cost of member system was over for the month,
and the total fuel cost is up 79% over 2020. There is great interest from manufacturing
firms wanting to relocate back from Europe and Asia. Cooper One is currently back on­
line, and Cooper Two should be back on-line next week.

8) Attorney's Report - None. Mr. Goss was unable to attend due to a scheduling conflict.

9) Other Business - None

10) Future Agenda Items-

a. 2022 Annual Meeting 
b. Attorney's Report - Chapter 9 of the NRECA Board Governance Task Force,

Board of Director Meetings
c. Cushion of Credit Policy Statement Review
d. Capital Credits Procedure Report and Discussion

11) Meeting Adjournment - Cathy Epperson - Upon a motion duly made, seconded, and

unanimously carried, the meeting was adjourned at 8:15 p.m.

Cathy Eppers , Chairperson of the Board 

� <2A(J;, � QJ\Boris Haynes, Secretary/Treasurer 

1-1:i -.;t;>...
Date 

1[1,/ :Z.,Z-

Date 

AG Request 26 - Attachment 
Page 8 of 14 

Witness:  Michelle Herrman



Unitad States Daparlment of Agriculture 
Rural Development 

Washington, D.C. 20250 
Cushion of Credit 

Statement of Loan Account and 
Transactions for Three Month Period Ending March 31, 2020 

SOUTH KENTUCKY RUR ELEC COOP CORP 
POBOX910 
SOMERSET, KY 42502-0910 

Page 1 of9 

Reference Number: 210054 

Account Interest Date of 
Outstanding Balances 

Number Rate Transaction Event Name COC Deposits 
Capitalized 

CCC Available 
Interest 

1-1 5.0000 12/31/19 Beginning Balance $27,068,226.01 $1,737,483.15 $28,805,709.16 

1-1 03/31/20 Interest Capitalization $358,103.76 

1-1 03/31/20 Ending Balance $27 I 0.68 f 226 • Ql $2,095,586.91 $29,163,812.92 

' 

" 

-

; 

,, 

,, -

Balance as of March 31, 2020 $27,068,226;01 $2,095,586.91 $29,163,812.92 

�50¢00034501* LRLS8?18 

/ 
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH 

BF 99 224.60 BYBA 00 01 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 

NUMBER OF RECORDS FOUND -

BH DATE 

1 01/01/20 
2159 01/31/20 
2159 02/28/20 
2159 03/31/20 

4 

ACCOUNT ANALYSIS PAGE 1 
FOR ACCT: 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT 
DATE RANGE FROM 01/01/20 TO 03/31/20 

RUN DATE 02/21/22 08:20 AM 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.00 28,805,709.16 

.00 122,325.61 

.00 114,919.59 
.00 120,858.56 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

CREDIT DESCRIPTION 

.00 BEG YEAR BALANCE FORWARD 

.00 JE 12316 

.00 JE 12326 
.00 JE 12336 

.00 

29,163,812.92 
.00 

-------------

29,163,812.92 
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United States Department of·Agrlculture 
Rural Development 

Washington, D.C. 20250 
Cushion .of Credit 

Statement of Loan Account and 
Transactions for Three Month Period Ending December 31, 2020 

SOUTH KENTUCKY RUR ELEC COOP CORP 
POBOX910 
SOMERSET, KY 42602-0910 

Page 1 of9 

Reference Number: 210064 

Account Interest Date of 
Outstanding Balances 

Number Rate Transaction Event Name CCC Deposits 
Capitalized 

CCC Available Interest 
. 

l-l 4,0000 09/30/20 Beginning Balance $27,068,226.01 $2,802,647.10 $29,870,873.11 

l-l 12/31/20 Interest Capitalization $300,341,02 

l-l 12/31/20 Ending Balance $27,068,226.01 $3,102,988.12 $30,171,214.13 

-) __ ! 

• 

' 

, 

' 

-

' ! 

' -

Balance as of December 31, 2020 $27,068,226,0l $3,102,988.12 $30,171,214.13 

tQQ00003S401$ LRLS8�18 

✓
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH 

BF 99 224.60 BYBA 00 01 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 232.40 LOAN 13 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 
JE 40 419.00 INTR 12 1603 

NUMBER OF RECORDS FOUND -

ACCOUNT ANALYSIS PAGE 1 
FOR ACCT: 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT RUN DATE 02/21/22 08:20 AM 
DATE RANGE FROM 01/01/20 TO 12/31/20 

CK/JOB/REC/TSK 
BH DATE PJ/VHR/VND/VEH 

1 01/01/20 
2159 01/31/20 
2159 02/28/20 
2159 03/31/20 
2159 04/30/20 
2159 05/31/20 V JE12361 
2159 06/30/20 
2159 06/30/20 
2159 06/30/20 
2159 06/30/20 
2159 07/31/20 
2159 08/31/20 
2159 09/30/20 
2159 10/31/20 
2159 11/30/20 
2159 12/31/20 

16 

QTY DEBIT 

.oo 28,805,709.16 

.00 122,325.61 
.00 114,919.59 
.00 120,858.56 
.00 119,851.29 
.00 124,355.29 
.00 118,460.84 
.oo . 00 
.oo .00 
.00 118,241.82 
.00 125,274.43 
.00 125,806.41 
.00 119,685.53 
.00 126,848.91 
.00 123,278.31 
.oo 50,213.80 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

CREDIT DESCRIPTION 

.OD BEG YEAR BALANCE FORWARD 

.00 JE 12316 

.00 JE 12326 
.00 JE 12336 
.00 JE 12347 
.00 INTEREST RECEIVED 
.00 JE 12375 

26,154.58- JE12376-CORRECTING JE12361 
118,460.84- JE 12375 

.00 INTEREST RECEIVED 

.00 JE 12387 

.00 JE 12399 

.00 JE 12410 

.00 JE 12426 

.00 JE 12434 
.00 JE 12443 

.00 

30,315,829.55 
144,615.42-

-------------

30,171,214.13 
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United States Department of Agriculture 
Rural Developm4'nt 

Washington, D.C. 20250 
Cushion of Credit 

Statement of Loan Account and 

f?WS + FF/3 

Page 1 of? 

Transactions for Three Month Period Ending December 31, 2021 

SOUTH KENTUCKY RUA ELEC COOP CORP 
POBOX910 
SOMERSET. KY 42502-0910 

Account Interest Date of 
Number Rate Transaction Event Name 

1-1 ,0900 09/30/21 Beginning Balance 

1-1 09/30/21 Reversal of Interest Capitalization 

1-1 09/30/21 Interest Capitalization 

1-1 12/31/21 Interest Capitalization ---- - - -

1-1 12/31/21 coc used for RS1 

1-1 12/31/21 Ending Bal.ance 

' 
' 

., 

, 

' i 

-

Balance as of December 31, 2021 

•KS00003&401* LRLS8718 

Reference Number: 210054 

Outstanding Balances 

COC Deposits 
Capitall,ed 

COC Available Interest 

$27,068-,226.01 $4,092,240,04 $31,160,466.05 

($387,819,65) 

$310,255,72 

---- $7,051.14 

($24,415,36) 

$27,068,226.01 $3,997,311.89 $31,065,537.90 

; 

-

', 

-, 

$27,068, 226-.01 $3,997,311.89 $31,065,537.90 / 
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

BF 99 224.60 BYBA 00 01 1 01/01/21 
JE 40 419.00 INTR 12 1603 2159 01/31/21 
JE 40 419.00 INTR 12 1603 2159 02/28/21 
JE 40 419.00 INTR 12 1603 2159 03/31/21 
JE 40 419.00 INTR 12 1603 2159 04/30/21 
JE 40 419.00 INTR 12 1603 2159 05/31/21 
JE 40 419.00 INTR 12 1603 2159 06/30/21 
JE 40 419.00 INTR 12 1603 2159 07/31/21 
JE 40 419.00 INTR 12 1603 2159 08/31/21 
JE 40 419.00 INTR 12 1603 2159 09/30/21 
JE 40 419.00 INTR 12 1603 2159 10/31/21 
JE 40 419.00 INTR 12 1603 2159 11/30/21 
JE 40 232.40 LOAN 13 1603 2159 12/31/21 
JE 40 419.00 INTR 12 1603 2159 12/31/21 

NUMBER OF RECORDS FOUND 14 

ACCOUNT ANALYSIS PAGE 
FOR ACCT: 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT RUN DATE 02/21/22 
DATE RANGE FROM 01/01/21 TO 12/31/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.DO 30,171,214.13 

.OD 102,499.47 

.DO 92,894.68 

.00 102,184.95 
.00 100,171.38 
.00 103,850.73 
.OD 99,831.06 
. 00 104,542.69 
. 00 104,897.85 
. 00 100,815.18 
. 00 2,375.93 
.00 2,299.46 
.00 .OD 

.OD 2,375.75 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

CREDIT DESCRIPTION 

.00 BEG YEAR BALANCE FORWARD 

.00 JE 12465 
.oo JE 12477 
.00 JE 12489 
.OD JE 12503 
.00 JE 12517 
.DO JE 12530 
.DO JE 12540 
.DO JE 12555 
.DO JE 12576 
.DO JE 12589 
.DO JE 12602 

24,415.36- JE 12610 
.OD JE 12610 

.DO 

31,089,953.26 
24,415.36-

-------------

31,065,537.90 

1 
08:20 AM 

AG Request 26 - Attachment 
Page 14 of 14 

Witness:  Michelle Herrman
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Federal Financing Bank 

Statement of Account and Transactions for Three Month Period Ending January 18, 2022 

SOUTH KENTUCKY RUR ELEC COOP CORP 

PO BOX 910 

SOMERSET, KY 42502-0910 

Note Loan 
Designation Designation 

1 AZS 

2 BAS 

4 BCS 

5 808 

6 BE48 

Reference Number 210054 

Note Note Amount Unadvanced Amount 
Date 

11/01/07 $8,709,000.00 $.00 

11/03/08 $30,762,000.00 $.00 

03/01/11 $51,000,000.00 $.00 

11/01/16 $40,000,000.00 $.00 

09/30/20 $44,000,000.00 $44,000,000.00 

AG Request 27 - Attachment 
Page 9 of 26 

Witness:  Michelle Herrman



( 

Page 3 of 8 

Federal Financing Bank 

Statement of Account and Transactions for Three Month Period Ending January 18, 2022 

SOUTH KENTUCKY RUR ELEC COOP CORP 

POBOX910 

SOMERSET, KY 42502-0910 

Account Interest Date of Event 

Number Rate Transaction Name 

1-1 12/31/21 Beginning Balance 

1-1 3.4550 01/01/22 Interest Rate 

1-1 01/04/22 Note Section 9 Fee 
coc 

1-1 01/04/22 Interest from CoC 

1-1 01/04/22 Principal from coc 

1-1 01/04/22 Principal from coc 

1-1 01/18/22 Ending Balance 

1-2 12/31/21 Beginning Balance 

1-2 3.6490 01/01/22 Interest Rate 

1-2 01/04/22 Note Section 9 Fee 
coc 

1-2 01/04/22 Interest from Coe 

1-2 01/04/22 Principal from Coe 

1-2 01/18/22 Ending Balance 

2-1 12/31/21 Beginning Balance 

2-1 3.6990 01/01/22 Interest Rate 

2-1 01/04/22 Note Section 9 Fee 
coc 

2-1 01/04/22 Interest from Coe 

2-1 01/04/22 Principal from Coe 

2-1 01/18/22 Ending Balance 

2-2 12/31/21 Beginning Balance 

2-2 3.2490 01/01/22 Interest Rate 

2-2 01/04/22 Note Section 9 Fee 
Coe 

2-2 01/04/22 Interest from Coe 

2-2 01/04/22 Principal from coc 

2-2 01/18/22 Ending Balance 

4-1 12/31/21 Beginning Balance 

4-1 2.6570 01/01/22 Interest Rate 

4-1 01/04/22 Note Section 9 Fee 
Coe 

4-1 01/04/22 Interest from Coe 

4-1 01/04/22 Principal from coc 

4-1 01/18/22 Ending Balance 

4-2 12/31/21 Beginning Balance 

4-2 3.5500 01/01/22 Interest Rate 

4-2 01/04/22 Note Section 9 Fee 
Coe 

4-2 01/04/22 Principal from coc 

4-2 01/04/22 Interest from Coe 

4-2 01/18/22 Ending Balance 

4-3 12/31/21 Beginning Balance 

4-3 2.2070 01/01/22 Interest Rate 

4-3 01/04/22 Note Section 9 Fee 
coc 

4-3 01/04/22 Interest from Coe 

Reference Number 210054 

Outstanding Balances 

Paid/Applied Deferred 
Interest Principal Principal 

$ . 00 $ . 00 $4,042,281. 77 

from $1,315.13 

$36,350.08 

$306.40 

$32,935.95 

$.00 $.00 $4,009,039.42 

$.00 $.00 $2,497,095.05 

from $812.41 

$23,715.90 

$20,029.39 

$.00 $. 00 $2,477,065.66 

$.00 $. 00 $13,274,770.81 

from $4,318.85 

$127,803.31 

$98,408.24 

$.00 $. 00 $13,176,362.57 

$.00 $. 00 $10,563,189.48 

from $3,436.65 

$89,325.51 

$83,238.59 

$.00 $.00 $10,479,950.89 

$.00 $.00 $12,182,002.97 

from $3,963.32 

$84,244.39 

$86,527.88 

$.00 $.00 $12,095,475.09 

$.00 $.00 $5,281,928.52 

from $1,718.44 

$32,641.74 

$48,803.57 

$.00 $.00 $5,249,286.78 

$.00 $.00 $2,389,066.08 

from $777.26 

$13,723.38 

AG Request 27 - Attachment 
Page 10 of 26 

Witness:  Michelle Herrman



Account Interest 

Number Rate 

4-3 

4-3 

4-4 

4-4 2.2070 

4-4 

4 -4 

4-4 

4-4 

4-5 

4-5 2.8700 

4-5 

4-5 

4-5 

4-5 

4-6 

4-6 2.2260 

4-6 

4-6 

4-6 

4-6 

4-7 

4-7 2.2260 

4-7 

4-7 

4-7 

4-7 

4-9 

4-9 .0410 

4-9 

4-9 .0460 

4-9 

4-9 

4-9 

4-9 

4-10 

4-10 .0410 

4-10 

4-10 .0460 

4-10 

4-10 

4-10 

4-10 

4-11 

4-11 2.6010 

4-11 

4-11 

Page 4 of 8 

Federal Financing Bank 

Statement of Account and Transactions for Three Month Period Ending January 18, 2022 

Reference Number 210054 

Date of Event 
Outstanding Balances 

Transaction Name Paid/Applied Deferred 
Interest Principal Principal 

01/04/22 Principal from coc $18,149.57 

01/18/22 Ending Balance $.00 $.00 $2,370,916.51 

12/31/21 Beginning Balance $.00 $.00 $2,426,016.60 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $789.29 

CoC 

01/04/22 Interest from Coe $13,935.64 

01/04/22 Principal from Coe $18,430.27 

01/18/22 Ending Balance $.00 $.00 $2,407,586.33 

12/31/21 Beginning Balance $.00 $.00 $8,507,034.72 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $2,767.70 

coc 

01/04/22 Interest from Coe $63,546.38 

01/04/22 Principal from coc $58,493.52 

01/18/22 Ending Balance $ .00 $.00 $8,448,541.20 

12/31/21 Beginning Balance $ .00 $.00 $842,627.56 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $274.14 

coc 

01/04/22 Interest from Coe $4,881.93 

01/04/22 Principal from CoC $6,383.47 

01/18/22 Ending Balance $.00 $. 00 $836,244.09 

12/31/21 Beginning Balance $.00 $. 00 $842,637.74 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $274.15 

Coe 

01/04/22 Interest from Coe $4,881.99 

01/04/22 Principal from coc $6,383.55 

01/18/22 Ending Balance $.00 $. 00 $836,254.19 

12/31/21 Beginning Balance $.00 $. 00 $829,598.51 

01/01/22 Interest Rate 

01/03/22 Short Term Maturity ($829,598.51) 

01/03/22 Short Term Maturity $829,598.51 

01/04/22 Note Section 9 Fee from $269.90 

coc 

01/04/22 Interest from coc $88.53 

01/04/22 Principal from Coe $8,507.06 

01/18/22 Ending Balance $.00 $.00 $821,091.45 

12/31/21 Beginning Balance $.00 $.00 $829,546.73 

01/01/22 Interest Rate 

01/03/22 Short Term Maturity ($829,546.73) 

01/03/22 Short Term Maturity $829,546.73 

01/04/22 Note Section 9 Fee from $269.89 

coc 

01/04/22 Interest from CoC $88.52 

01/04/22 Principal from coc $8,506.54 

01/18/22 Ending Balance $.00 $.00 $821,040.19 

12/31/21 Beginning Balance $.00 $.00 $3,024,425.62 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $983.97 

coc 
01/04/22 Interest from coc $20,474.53 

AG Request 27 - Attachment 
Page 11 of 26 

Witness:  Michelle Herrman



Account Interest 

Number Rate 

4-11 

4-11 

4-12 

4-12 .0410 

4 -12 

4-12 .0460 

4-12 

4-12 

4-12 

4-12 

4-13 

4-13 2.3070 

4-13 

4-13 

4-13 

4-13 

4-14 

4-14 2.2230 

4-14 

4-14 

4-14 

4-14 

4-15 

4-15 2.2230 

4-15 

4-15 

4-15 

4-15 

5-1 

5-1 2. 5710

5-1

5-1 

5-1 

5-1 

5-2 

5-2 2.5130 

5-2 

5-2 

5-2 

5-2 

5-3 

5-3 2.8480 

5-3 

5-3 

5-3 

5-3 

Page 5 of 8 

Federal Financing Bank 

Statement of Account and Transactions for Three Month Period Ending January 18, 2022 

Reference Number 210054 

Date of Event 
Outstanding Balances 

Transaction Name Paid/Applied Deferred 
Interest Principal Principal 

01/04/22 Principal from Coe $21,664.98 

01/18/22 Ending Balance $.00 $.00 $3,002,760.64 

12/31/21 Beginning Balance $.00 $.00 $829,546.73 

01/01/22 Interest Rate 

01/03/22 Short Term Maturity ($829,546.73) 

01/03/22 Short Term Maturity $829,546.73 

01/04/22 Note Section 9 Fee from $269.89 

Coe 

01/04/22 Interest from Coe $88.52 

01/04/22 Principal from coc $8,506.54 

01/18/22 Ending Balance $.00 $.00 $821,040.19 

12/31/21 Beginning Balance $.00 $.00 $2,588,135.52 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $842.03 

Coe 
01/04/22 Interest from CoC $15,540.51 

01/04/22 Principal from Coe $19,373.38 

01/18/22 Ending Balance $.00 $.00 $2,568,762.14 

12/31/21 Beginning Balance $.00 $.00 $861,130.06 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $280.16 

Coe 
01/04/22 Interest from Coe $4,982.40 

01/04/22 Principal from coc $6,526.53 

01/18/22 Ending Balance $.00 $.00 $854,603.53 

12/31/21 Beginning Balance $.00 $.00 $1,119,469.05 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $364.21 

Coe 

01/04/22 Interest from Coe $6,477.13 

01/04/22 Principal from coc $8,484.48 

01/18/22 Ending Balance $.00 $.00 $1,ll0,984.57 

12/31/21 Beginning Balance $.00 $.00 $1,875,506.84 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $610.18 

coc 

01/04/22 Interest from Coe $12,550.22 

01/04/22 Principal from coc $10,305.67 

01/18/22 Ending Balance $.00 $.00 $1,865,201.17 

12/31/21 Beginning Balance $.00 $.00 $1,874,301.79 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $609.79 

coc 

01/04/22 Interest from Coe $12,259.22 

01/04/22 Principal from coc $10,411.99 

01/18/22 Ending Balance $.00 $.00 $1,863,889.80 

12/31/21 Beginning Balance $.00 $.00 $4,702,865.91 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $1,530.04 

coc 
01/04/22 Interest from Coe $34,860.48 

01/04/22 Principal from coc $24,512.95 

01/18/22 Ending Balance $.00 $.00 $4,678,352.96 

AG Request 27 - Attachment 
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Witness:  Michelle Herrman



Account 

Number 

5-4 

5-4 

5-4 

5-4 

5-4 

5-4 

5-5 

5-5 

5-5 

5-5 

5-5 

5-5 

5-6 

5-6 

5-6 

5-6 

5-6 

5-6 

5-7 

5-7 

5-7 

5-7 

5-7 

5-7 

Interest 
Rate 

2.9770 

3.0340 

1.9380 

1. 1180 

Page 6 of 8 

Federal Financing Bank 

Statement of Account and Transactions for Three Month Period Ending January 18, 2022 

Reference Number 210054 

Date of Event 
Outstanding Balances 

Transaction Name Paid/Applied Deferred 
Interest Principal Principal 

12/31/21 Beginning Balance $. 00 $.00 $4,709,269.27 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $1,532.13 
coc 

01/04/22 Interest from Coe $36,489.10 

01/04/22 Principal from coc $23,940.63 

01/18/22 Ending Balance $.00 $.00 $4,685,328.64 

12/31/21 Beginning Balance $.00 $.00 $8,537,920.67 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $2,777.75 
Coe 

01/04/22 Interest from Coe $67,421 .50 

01/04/22 Principal from Coe $42,924 .32 

01/18/22 Ending Balance $. 00 $.00 $8,494,996.35 

12/31/21 Beginning Balance $. 00 $.00 $4,818,766.36 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $1,567.75 
Coe 

01/04/22 Interest from Coe $24,306.39 

01/04/22 Principal from coc $29,748.92 

01/18/22 Ending Balance $.00 $.00 $4,789,017.44 

12/31/21 Beginning Balance $.00 $.00 $11,507,595.82 

01/01/22 Interest Rate 

01/04/22 Note Section 9 Fee from $3,743.91 
coc 

01/04/22 Interest from Coe $33,485.53 

01/04/22 Principal from coc $81,965.10 

01/18/22 Ending Balance $.00 $.00 $11,425,630.72 

Total Paid/Applied: 

Current Interest $780,324.66 
Note Section 9 Fee $36,098.94 
Principal $767,307.66 

Balance as of January 18, 2022 $1,583,731.26 $.00 $.00 $110,189,422.52 

AG Request 27 - Attachment 
Page 13 of 26 

Witness:  Michelle Herrman
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Rural Electric And Telephone 

Statement of Account and Transactions for Three Month Period Ending January 18, 2022 

SOUTH KENTUCKY RUR ELEC COOP CORP 

PO BOX 910 

SOMERSET, KY 42502-0910 

Note Loan 

Designation Designation 

8 AV61 

Reference Number 210054 

Note Note Amount Unadvanced Amount 

Date 

08/01/97 $8,315,000.00 $.00 

AG Request 27 - Attachment 
Page 14 of 26 

Witness:  Michelle Herrman
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Rural Electric And Telephone 

Statement of Account and Transactions for Three Month Period Ending January 18, 2022 

SOUTH KENTUCKY RUR ELEC COOP CORP 

POBOX910 

SOMERSET, KY 42502-0910 

Account Interest Date of Event 

Number Rate Transaction Name 

8-1 12/31/21 Beginning Balance 

8-1 .1250 01/01/22 Interest Rate 

8-1 01/18/22 Ending Balance 

8-2 12/31/21 Beginning Balance 

8-2 .1250 01/01/22 Interest Rate 

8-2 01/18/22 Ending Balance 

Total Paid/Applied: 

Balance as of January 18, 2022 

Reference Number 210054 

Outstanding Balances 

Paid/Applied Deferred 
Interest Principal Principal 

$.00 $.00 $1,540,851.88 

$.00 $.00 $1,540,851.88 

$.00 $.00 $1,539,317.10 

$.00 $.00 $1,539,317.10 

$.00 $.00 $.00 $3,080,168.98 

AG Request 27 - Attachment 
Page 15 of 26 

Witness:  Michelle Herrman
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United States Department of Agriculture 
Rural Development 

Washington, D.C. 20250 
Cushion of Credit 

Statement of Loan Account and 
Transactions for Three Month Period Ending December 31, 2021 

SOUTH KENTUCKY RUR ELEC COOP CORP 
PO BOX910 
SOMERSET, KY 42502-0910 

Page 1 of 7 

Reference Number: 210054 

Account Interest Date of 
Outstanding Balances 

Number Rate Transaction Event Name COC Deposits 
Capitalized 

COC Available 
Interest 

1-1 .0900 09/30/21 Beginning Balance $27,068,226.01 $4,092,240.04 $31,160,466.05 

1-1 09/30/21 Reversal of Interest Capitalization ($387,819.65) 

1-1 09/30/21 Interest Capitalization $310,255.72 

1-1 12/31/21 Interest Capitalization $7,051.14 

1-1 12/31/21 coc used for RET ($24,415.36) 

1-1 12/31/21 Ending Balance $27,068,226.01 $3,997,311.89 $31,065,537.90 

Balance as of December 31, 2021 $27,068,226.01 $3,997,311.89 $31,065,537.90 

*K5000036401* LRLS8718 

-
-

-
-

-
-

-
-

-

AG Request 27 - Attachment 
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Witness:  Michelle Herrman
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Federal Financing Bank Reference Number: 210054 

Statement of Loan Account and Transactions for Three Month Period Ending December 31, 2021 

Note Loan Note 
Designation Designation Date 

Note Amount Unadvanced Amount 

1 AZ8 11/01/07 $8,709,000.00 $.00 

2 BA8 11/03/08 $30,762,000.00 $.00 

4 BC8 03/01/11 $51,000,000.00 $.00 

5 BD8 11/01/16 $40,000,000.00 $.00 

6 BE48 09/30/20 $44,000,000.00 $44,000,000.00 

AG Request 27 - Attachment 
Page 17 of 26 

Witness:  Michelle Herrman
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Federal Financing Bank Reference Number: 210054 

Statement of Loan Account and Transactions for Three Month Period Ending December 31, 2021 

Account Interest Date of 
Outstanding Balances 

Number Rate Transaction Event Name Paid/Applied Deferred 
Interest 

Principal 
Principal 

1-1 09/30/21 Beginning Balance $,00 $.00 $4,042,281.77 

1-1 3.4550 10/01/21 Interest Rate 

1-1 12/31/21 Ending Balance $.00 $.00 $4,042,281.77 

1-2 09/30/21 Beginning Balance $.00 $.OD $2,497,095.05 

1-2 3.6490 10/01/21 Interest Rate 

1-2 12/31/21 Ending Balance $.00 $.00 $2,497,095.05 

2-1 09/30/21 Beginning Balance $.00 $.00 $13,274,770.81 

2-1 3.6990 10/01/21 Interest Rate 

2-1 12/31/21 Ending Balance $.00 $.00 $13,274,770.81 

2-2 09/30/21 Beginning Balance $,00 $.00 $10,563,189.48 

2-2 3.2490 10/01/21 Interest Rate 

2-2 12/31/21 Ending Balance $,00 $,00 $10,563,189.48 

4-1 09/30/21 Beginning Balance $.00 $.00 $12,182,002.97 

4-1 2.6570 10/01/21 Interest Rate 

4-1 12/31/21 Ending Balance $.00 $.00 $12,182,002.97 

4-2 09/30/21 Beginning Balance $.00 $.00 $5,281,928.52 

4-2 3.5500 10/01/21 Interest Rate 

4-2 12/31/21 Ending Balance $.00 $,00 $5,281,928.52 

4-3 09/30/21 Beginning Balance $.00 $.00 $2,389,066.08 

4-3 2.2070 10/01/21 Interest Rate 

4-3 12/31/21 Ending Balance $.00 $.00 $2,389,066.08 

4-4 09/30/21 Beginning Balance $.00 $.00 $2,426,016.60 

4-4 2.2070 10/01/21 Interest Rate 

4-4 12/31/21 Ending Balance $.00 $.00 $2,426,016.60 

4-5 09/30/21 Beginning Balance $.00 $.00 $8,507,034.72 

4-5 2.8700 10/01/21 Interest Rate 

4-5 12/31/21 Ending Balance $,00 $,00 $8,507,034.72 

4-6 09/30/21 Beginning Balance $.00 $,00 $842,627.56 

4-6 2.2260 10/01/21 Interest Rate 

4-6 12/31/21 Ending Balance $.00 $.00 $842,627.56 

*KS000036402* LRLS8718 

-

-

-

AG Request 27 - Attachment 
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Witness:  Michelle Herrman



Account 
Number 

4-7

4-7

4-7

4-9

4-9

4-9

4-10

4-10

4-10

4-11

4-11

4-11

4-12

4-12

4-12

4-13

4-13

4-13

4-14

4-14

4-14

4-15

4-15

4-15

5-1

5-1

5-1

5-2

5-2

5-2

Page 4 of 7 

Federal Financing Bank Reference Number: 210054 

Statement of Loan Account and Transactions for Three Month Period Ending December 31, 2021 

Interest Dale of 
Outstanding Balances 

Rate Transaction Event Name Paid/Applied Deferred 
Interest 

Principal 
Principal 

09/30/21 Beginning Balance $.00 $.00 $842,637.74 

2.2260 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $842,637.74 

09/30/21 Beginning Balance $.00 $.00 $829,598.51 

.0410 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $829,598.51 

09/30/21 Beginning Balance $.00 $.00 $829,546.73 

.0410 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $829,546.73 

09/30/21 Beginning Balance $.00 $.00 $3,024,425.62 

2.6010 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $3,024,425.62 

09/30/21 Beginning Balance $.00 $.00 $829,546.73 

.0410 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $829,546.73 

09/30/21 Beginning Balance $.00 $.00 $2,588,135.52 

2.3070 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $2,588,135.52 

09/30/21 Beginning Balance $.00 $.00 $861,130.06 

2.2230 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $861,130.06 

09/30/21 Beginning Balance $.00 $.00 $1,119,469.05 

2.2230 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $1,119,469.05 

09/30/21 Beginning Balance $.00 $.00 $1,875,506.84 

2. 5710 10/01/21 Interest Rate

12/31/21 Ending Balance $.00 $.00 $1,875,506.84 

09/30/21 Beginning Balance $.00 $.00 $1,874,301.79 

2.5130 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $1,874,301.79 

AG Request 27 - Attachment 
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Witness:  Michelle Herrman



Account 

Number 

5-3

5-3

5-3

5-4

5-4

5-4

5-5

5-5

5-5

5-6

5-6

5-6

5-7

5-7

5-7 

t-'age 5 ot 7 

Federal Financing Bank Reference Number: 210054 

Statement of Loan Account and Transactions for Three Month Period Ending December 31, 2021 

Interest Date of 
Outstanding Balances 

Rate Transaction Event Name Paid/Applied Deferred 
Interest 

Principal 
Principal 

09/30/21 Beginning Balance $.00 $.00 $4,702,865.91 

2.8480 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $4,702,865.91 

09/30/21 Beginning Balance $.00 $.00 $4,709,269.27 

2. 9770 10/01/21 Interest Rate

12/31/21 Ending Balance $.00 $.00 $4,709,269.27 

09/30/21 Beginning Balance $.00 $.00 $8,537,920.67 

3.0340 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $8,537,920.67 

09/30/21 Beginning Balance $.00 $.00 $4,818,766.36 

1. 9380 10/01/21 Interest Rate

12/31/21 Ending Balance $.00 $.00 $4,818,766.36 

09/30/21 Beginning Balance $.00 $.00 $11,507,595.82 

1.1180 10/01/21 Interest Rate 

12/31/21 Ending Balance $.00 $.00 $11,507,595.82 

Balance as of December 31, 2021 $.00 $.00 $.00 $110,956,730.18 

*KS000036403* LRLS8718 

-

-

-

-

-

-
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Page 6 of 7 

Rural Electric And Telephone Reference Number: 210054 

Statement of Loan Account and Transactions for Three Month Period Ending December 31, 2021 

Note Loan Note 
Designation Designation Date Note Amount Unadvanced Amount 

8 AV61 08/01/97 $8,315,000.00 $.00 
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Account 

Number 

8-1

8-1

8-1

8-1

8-1

8-1 

8-1

8-1

8-1

8-1

8-1 

8-1 

8-2

8-2

8-2

8-2

8-2

8-2

8-2

8-2 

8-2

t-'age 7 ot 7 

Rural Electric And Telephone Reference Number: 210054 

Statement of Loan Account and Transactions for Three Month Period Ending December 31, 2021 

Interest Date of 
Outstanding Balances 

Rate Transaction Event Name Paid/Applied Deferred 
Interest 

Principal 
Principal 

09/30/21 Beginning Balance $.00 $.00 $1,577,000.24 

.1250 10/01/21 Interest Rate 

10/29/21 Current Interest $156.62 

10/29/21 Principal $12,057.16 

11/30/21 Current Interest $171.50 

11/30/21 Principal $12,042.28 

11/30/21 Short Term Maturity ($1,552,900.80) 

11/30/21 Short Term Maturity $1,552,900.80 

12/31/21 Interest from Coe $164.86 

12/31/21 Principal from CoC $6,721.58 

12/31/21 Principal from Coe $5,327.34 

12/31/21 Ending Balance $.00 $.00 $1,540,851.88 

09/30/21 Beginning Balance $.00 $.00 $1,575,429.35 

.1250 10/01/21 Interest Rate 

10/29/21 Current Interest $156.46 

10/29/21 Principal $12,045.12 

11/30/21 Current Interest $171.33 

11/30/21 Principal $12,030.25 

12/31/21 Interest from CoC $164.70 

12/31/21 Principal from Coe $12,036.88 

12/31/21 Ending Balance $.00 $.00 $1,539,317.10 

Total Paid/Applied: 

Current Interest $985.47 

Principal $72,260.61 

Balance as of December 31, 2021 $73,246.08 $.00 $.00 $3,080,168.98 

*KS000036404* LRLS8718 

-

-

-
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

BF 99 224.60 BYBA 00 01 1 01/01/21 
JE 40 419.00 INTR 12 1603 2159 01/31/21 
JE 40 419.00 INTR 12 1603 2159 02/28/21 
JE 40 419.00 INTR 12 1603 2159 03/31/21 
JE 40 419.00 INTR 12 1603 2159 04/30/21 
JE 40 419.00 INTR 12 1603 2159 05/31/21 
JE 40 419.00 INTR 12 1603 2159 06/30/21 
JE 40 419.00 INTR 12 1603 2159 07/31/21 
JE 40 419.00 INTR 12 1603 2159 08/31/21 
JE 40 419.00 INTR 12 1603 2159 09/30/21 

NUMBER OF RECORDS FOUND - 10 

ACCOUNT ANALYSIS PAGE 
FOR ACCT: 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT RUN DATE 02/21/22 
DATE RANGE FROM 01/01/21 TO 09/30/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.00 30,171,214.13 
.00 102,499.47 
.00 92,894.68 
.00 102,184.95 
.00 100,171.38 

.00 103,850.73 
.00 99,831.06 
.00 104,542.69 
.00 104,897.85 
.00 100,815.18 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

CREDIT DESCRIPTION 

.00 BEG YEAR 

.00 JE 12465 

.00 JE 12477 
.00 JE 12489 
.00 JE 12503 
.00 JE 12517 
.00 JE 12530 
.00 JE 12540 
.00 JE 12555 
.00 JE 12576 

.00 

31,082,902.12 
.00 

31,082,902.12 

BALANCE FORWARD 

1 
08,33 AM 
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

BF 99 224.60 BYBA 00 01 1 01/01/21 
JE 40 419.00 INTR 12 1603 2159 01/31/21 
JE 40 419.00 INTR 12 1603 2159 02/28/21 
JE 40 419.00 INTR 12 1603 2159 03/31/21 
JE 40 419.00 INTR 12 1603 2159 04/30/21 
JE 40 419.00 INTR 12 1603 2159 05/31/21 
JE 40 419.00 INTR 12 1603 2159 06/30/21 
JE 40 419.00 INTR 12 1603 2159 07/31/21 
JE 40 419.00 INTR 12 1603 2159 08/31/21 
JE 40 419.00 INTR 12 1603 2159 09/30/21 
JE 40 419. 00 INTR 12 1603 2159 10/31/21 

NUMBER OF RECORDS FOUND - 11 

ACCOUNT ANALYSIS PAGE 
FOR ACCT: 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT RUN DATE 02/21/22 
DATE RANGE FROM 01/01/21 TO 10/31/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.DO 30,171,214.13 
.OD 102,499.47 
.OD 92,894.68 
.OD 102,184.95 
.DO 100,171.38 
.OD 103,850.73 
.OD 99,831.06 
.OD 104,542.69 
.OD 104,897.85 
.OD 100,815.18 
.OD 2,375.93 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

CREDIT DESCRIPTION 

.OD BEG YEAR 

.OD JE 12465 

.OD JE 12477 

.OD JE 12489 

.OD JE 12503 
.OD JE 12517 
.OD JE 12530 
.OD JE 12 540 
.OD JE 12555 
.OD JE 12576 
.OD JE 12589 

.OD 

31,085,278.05 
.DO 

31,085,278.05 

BALANCE FORWARD 

08:33 AM
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

BF 99 224.60 BYBA 00 01 1 01/01/21 
JE 40 419.00 INTR 12 1603 2159 01/31/21 
JE 40 419.00 INTR 12 1603 2159 02/28/21 
JE 40 419.00 INTR 12 1603 2159 03/31/21 
JE 40 419.00 INTR 12 1603 2159 04/30/21 
JE 40 419.00 INTR 12 1603 2159 05/31/21 
JE 40 419.00 INTR 12 1603 2159 06/30/21 
JE 40 419.00 INTR 12 1603 2159 07/31/21 
JE 40 419.00 INTR 12 1603 2159 08/31/21 
JE 40 419.00 INTR 12 1603 2159 09/30/21 
JE 40 419.00 INTR 12 1603 2159 10/31/21 
JE 40 419.00 INTR 12 1603 2159 11/30/21 

NUMBER OF RECORDS FOUND - 12 

ACCOUNT ANALYSIS PAGE 
FOR ACCT: 224.60 ADV PAYMENTS UNAPPLIED-LTD-DEBIT RUN DATE 02/21/22 
DATE RANGE FROM 01/01/21 TO 11/30/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.OD 30,171,214.13 

.OD 102,499.47 

.DO 92,894.68 

.DO 102,184.95 

.OD 100,171.38 

.OD 103,850.73 

.OD 99,831.06 

.OD 104,542.69 

.OD 104,897.85 

.OD 100,815.18 

.DO 2,375.93 

.DO 2,299.46 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

CREDIT DESCRIPTION 

.OD BEG YEAR 

.OD JE 12465 

.OD JE 12477 

.OD JE 12489 

.OD JE 12503 

.OD JE 12517 

.OD JE 12530 

.OD JE 12 540 

.OD JE 12555 

.OD JE 12576 

.OD JE 12589 

.OD JE 12 602 

.OD 

31,087,577.51 
.00 

31,087,577.51 

BALANCE FORWARD 

1 
08:33 AM 
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In its Order in Case No. 2013-00219, dated February 27, 2014, the Commission 

authorized a TIER of 2.0, excluding Generation and Transmission Capital Credits, for 

Jackson Energy.  The Order did not discuss OTIER. 

 In its Order in Case No. 2015-00312, dated September 15, 2016, the Commission 

authorized a TIER of 2.0, excluding Generation and Transmission Capital Credits, for 

Kenergy Corp, which resulted in an OTIER of 1.57. 

 In its Order in Case No. 2016-00365, dated May 12, 2017, the Commission 

authorized a TIER of 2.0, excluding Generation and Transmission Capital Credits, for 

Farmers Rural Electric Cooperative, which resulted in an OTIER of 1.91. 

 In its Order in Case No. 2017-00374, dated April 26, 2018, the Commission 

authorized a TIER of 2.0, excluding Generation and Transmission Capital Credits, for Big 

Sandy Rural Electric Cooperative, which resulted in an OTIER of 1.64. 

 In its Order in Case No. 2018-00129, dated January 25, 2019, the Commission 

authorized a TIER of 2.0, excluding Generation and Transmission Capital Credits, for 

Inter-County Energy, which resulted in an OTIER of 1.91. 

 In its Order in Case No. 2018-00272, dated March 28, 2019, the Commission 

authorized a TIER of 2.0, excluding Generation and Transmission Capital Credits, for 

Grayson Rural Electric Cooperative, which resulted in an OTIER of 1.9. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 29 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 29.  Refer to the Direct Testimony of Michelle D. Herrman (“Herrman 

Testimony”) page 11, lines 10 – 15, regarding the percentage costs of employee benefits 

paid by the Cooperative.   

 a. Provide the amount of the employees’ cost of medical insurance incurred as 

expense during the 2019 test year. 

 b. Provide the amount of the dependent health insurance coverage costs paid 

by South Kentucky RECC and recorded as expense, and the amount of the expensed 

dependent health insurance coverage that was the responsibility of the employees during 

the 2019 test year. 

 c. Provide the amount of the dental insurance coverage costs paid by South 

Kentucky RECC and recorded as expense, and the amount of the expensed dental insurance 

coverage costs that were the responsibility of the employees during the 2019 test year. 

 d. Provide the amount of the short-term disability costs incurred as expense 

during the 2019 test year. 
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 e. Provide the amount of the long-term disability costs incurred as expense 

during the 2019 test year. 

Response 29.   

 a. Please see the response to Staff’s Third Data Request, Question 5.  

 b. Please see the response to Staff’s Third Data Request, Question 5. 

 c. Please see the response to Staff’s Third Data Request, Question 5. 

 d.   $240 

 e. $64,341.60 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 30 

RESPONSIBLE PERSONS: Michelle Herrman and Steve Seelye 

COMPANY:    South Kentucky RECC 

 

Request 30.  Refer to the calculation of the electric operating ratio in the 

electronic version of Exhibit WSS-4 at Schedule 1.10, and further to cell F54 that includes 

the amounts that sum to the total electric operating expenses.  Refer also to Exhibit WSS-

3 at Schedule 1.0, which contains the source of the expenses used in that calculation. 

a. Confirm that the calculation includes the amount of depreciation/amortization 

expense in the amount of total electric operating expenses.  If confirmed, explain why 

depreciation/amortization expense is included in the computation of the operating ratio and 

how it would be expected to change with an increase in revenues. 

b. Confirm that the calculation includes the amount of long-term debt interest expense 

in the amount of total electric operating expenses.  If confirmed, explain why long-term 

debt interest expense is included in the computation of the operating ratio and how it would 

be expected to change with an increase in revenues. 

c. Confirm that the calculation includes the amount of property taxes expense in the 

amount of total electric operating expenses.  If confirmed, explain why property taxes  
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expense is included in the computation of the operating ratio and how it would be expected 

to change with an increase in revenues. 

d. Confirm that the calculation includes the amount of other taxes expense, other 

interest expense, and other deductions in the amount of total electric operating expenses.  

If confirmed, explain why other taxes expense, other interest expense, and other deductions 

are included in the computation of the operating ratio and how each would be expected to 

change with an increase in revenues. 

Response 30.   

The methodology used to calculate the operating ratio in the development of the 

year-end customer adjustment has been approved by the Commission in a number of cases 

for investor-owned utilities.  For example, see Order in Case No. 2004-00067 for Delta 

Natural Gas Company, Order in Case No. 2000-080 for Louisville Gas and Electric 

Company, and Case No. 90-158 for Louisville Gas and Electric Company.     

a. Depreciation/amortization expense reflected in revenue requirements 

would not be expected to change with an increase in revenues 

 b. Long-term debt reflected in revenue requirements would not be expected to 

change with an increase in revenues. 

 c. Property taxes were not normalized to reflect year-year levels of plant; 

therefore, property taxes would be expected to change to reflect year-end plant. 

 d. Other taxes were not normalized to reflect year-end levels of expenses; 

therefore other taxes would be expected to change to reflect year-end levels of these 

expenses. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 31 

RESPONSIBLE PERSONS: Michelle Herrman and Steve Seelye 

COMPANY:    South Kentucky RECC 

 

Request 31.  Refer to the Application, Exhibit 22, containing the 2019 and 2020 

annual reports.  Refer to page 6 of 16, which shows the residential average kWh usage per 

month for residential customers for 2009 and 2019 as 1,087 kWh per month and 1,063 

kWh per month, respectively.  Further, refer to page 14 of 16, which shows the residential 

average kWh usage per month for residential customers for 2010 and 2020 as 1,198 kWh 

per month and 1,030 kWh per month, respectively.  Provide the residential average kWh 

usage per month for residential customers for each calendar year 2009 through 2021 

calculated in the same format as calculated for the annual reports. 

Response 31.  

Please see the table below. 
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The residential average kWh usage per month for each calendar year 2009 through 2021 

as calculated for our annual reports is as follows. 

  

AVERAGE
RESIDENTIAL

YEAR KWH USAGE
2009 1,087            
2010 1,198            
2011 1,132            
2012 1,028            
2013 1,097            
2014 1,148            
2015 1,081            
2016 1,055            
2017 990               
2018 1,130            
2019 1,063            
2020 1,030            
2021 1,077            
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 32 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 32.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 53, Attachment at page 50, which shows that long-term debt 

interest expense actually incurred was only $4,821,438 for the first eleven months of 2021 

through November 30, 2021.  Provide the 2021 amount of long-term debt interest expense 

incurred for the twelve months ended December 31, 2021, and provide the calculation of 

the expense for each month in the calendar year 2021. 

Response 32.    

 The amount of long-term debt interest expense incurred for the twelve months 

ended December 31, 2021 is as follows: 

 

 To record interest expense monthly, we utilize the following methods based upon 

the specific vendor. 

 a.  RUS- RUS payments are made monthly on the last day of the month.  The  

RUS 9,162.12$           
FFB 3,169,926.03$   
CFC 308,595.11$      
COBANK 1,631,801.22$   
CITY OF MONTICELLO 118,433.34$      
2021 LTD INT EXP 5,237,917.82$   
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recorded interest expense would align to the monthly billing statement. 

 b.  FFB-  Amortization schedules are utilized to determine the quarterly interest 

billings.  The quarterly interest is recorded by month to coincide with the number of interest 

days for the month. At the end of the quarter, the interest expense is reconciled to the 

quarterly billing statement and adjusted if necessary. 

 c.   CFC- The monthly interest expense is calculated using the outstanding principal 

balance multiplied by the interest rate and interest days. At the end of the quarter, the 

interest expense is reconciled to the quarterly billing statement and adjusted if necessary. 

 d.  CoBank- The monthly billing statement is utilized to record the monthly interest 

expense. 

 e.  The City of Monticello is paid one time annually.  We simply use the annual 

interest from the amortization schedule and divide by twelve to record the monthly interest 

expense. 

Please see the attached general ledger detail for each long-term debt interest expense 

account. 

 

 



SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

JE 40 232.40 LOAN 13 1603 2159 01/31/21 
JE 40 232.40 LOAN 13 1603 2159 02/28/21 
JE 40 232.40 LOAN 13 1603 2159 03/31/21 
JE 40 224.30 LOAN 13 1603 2159 03/31/21 
JE 40 232.40 LOAN 13 1603 2159 04/30/21 
JE 40 232.40 LOAN 13 1603 2159 05/31/21 
JE 40 232.40 LOAN 13 1603 2159 06/30/21 
JE 40 232.40 LOAN 13 1603 2159 07/31/21 
JE 40 232.40 LOAN 13 1603 2159 08/31/21 
JE 40 232.40 LOAN 13 1603 2159 09/30/21 
JE 40 232.40 LOAN 13 1603 2159 10/31/21 
JE 40 232.40 LOAN 13 1603 2159 11/30/21 
JE 40 232.40 LOAN 13 1603 2159 12/31/21 
JE 40 224.30 LOAN 13 1603 2159 12/31/21 

NUMBER OF RECORDS FOUND - 14 

ACCOUNT ANALYSIS 
FOR ACCT: 427.10 INTEREST ON REA CONST 
DATE RANGE FROM 01/01/21 TO 12/31/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

. 00 1,169.19 

.00 1,040.95 
.00 1,311.93 
.00 80.07 
.00 1,184.33 
.00 1,097.53 
.00 1,284.24 
.00 331. 30
.00 350.75 
.00 326.36 
.00 312.88 
.00 342.83 
.00 329.56 
.00 .20 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

LOAN 
PAGE 1 

RUN DATE 02/21/22 09,08 AM

CREDIT DESCRIPTION 

.00 JE 12465 

.00 JE 12477 

.00 JE 12490 

.00 JE12486-COR JE12477 ROS FEB PMT 
.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 

9,162.12 
.00 

9,162.12 

12503 
12517 
12529 
12540 
12555 
12577 
12589 
12 601 
12 610 
12 609 - TO CORRECT JE 12589 
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

JE 40 237.11 SJOO 16 1603 2159 01/31/21 
JE 40 237. 11 SJOO 16 1603 2159 02/28/21 
JE 40 237. 11 SJOO 16 1603 2159 03/31/21 
JE 40 237 .11 SJOO 16 1603 2159 04/30/21 
JE 40 237 .11 SJOO 16 1603 2159 05/31/21 
JE 40 237 .11 SJOO 16 1603 2159 06/30/21 
JE 40 237.11 SJOO 16 1603 2159 07 /31/21 
JE 40 237.11 SJOO 16 1603 2159 08/31/21 
JE 40 237. 11 SJOO 16 1603 2159 09/30/21 
JE 40 237. 11 SJOO 16 1603 2159 10/31/21 
JE 40 237. 11 SJOO 16 1603 2159 11/30/21 
JE 40 237. 11 SJOO 16 1603 2159 12/31/21 
JE 40 237.11 SJOO 16 1603 2159 12/31/21 
JE 40 237 .11 SJOO 16 1603 2159 12/31/21 

NUMBER OF RECORDS FOUND - 14 

ACCOUNT ANALYSIS 
FOR ACCT: 427.11 
DATE RANGE FROM 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH 

INTEREST ON FFB LOANS 
01/01/21 TO 12/31/21 

QTY DEBIT 

.00 263,502.34 

.00 263,502.34 

. 00 263,114.23 

.00 264,318.19 
,00 264,318.19 
.00 264,318.16 
.00 265,403.60 
.00 265,403.60 
.00 265,403.58 
.00 271,761.21 
.00 271,761.21 
,00 272,901.18 
.00 .00 
,00 247,119.38 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

PAGE 
RUN DATE 02/21/22 09,08 

CREDIT DESCRIPTION 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 

.00 ACCR 
272,901.18- ACCR 

.00 ACCR 

,00 

3,442,827.21 
272, 901.18-

3, 169,926.03 

INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 
INT ON LTD-FFB LOANS 

1 
AM 
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

JE 40 237.31 SJOO 05 1603 2159 01/31/21 
JE 40 237.31 SJOO 05 1603 2159 02/28/21 
JE 40 237.31 SJOO 05 1603 2159 03/31/21 
JE 40 237.31 SJOO 05 1603 2159 04/30/21 
JE 40 237.31 SJOO 05 1603 2159 05/31/21 
JE 40 237.31 SJOO 05 1603 2159 06/30/21 
JE 40 237.31 SJOO 05 1603 2159 07/31/21 
JE 40 237.31 SJOO 05 1603 2159 08/31/21 
JE 40 237.31 SJOO 05 1603 2159 09/30/21 
JE 40 237.31 SJOO 05 1603 2159 10/31/21 
JE 40 237.31 SJOO 05 1603 2159 11/30/21 
JE 40 237.31 SJOO 05 1603 2159 12/31/21 

NUMBER OF RECORDS FOUND - 12 

ACCOUNT ANALYSIS 
FOR ACCT: 427.21 INTEREST ON OTHER LTD 
DATE RANGE FROM 01/01/21 TO 12/31/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.00 29,156.97 
.00 25,117.99 
.00 27,432.75 
.00 26,547.83 
.00 26,162.01 
.00 25,352.04 
.00 26,197.09 
. 00 24,966.90 
.00 24,484.84 
.00 25,300.99 
.00 23,325.98 
.oo 24,549.72 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

- CFC
PAGE 

RUN DATE 02/21/22 

CREDIT DESCRIPTION 

.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 
.00 INTEREST 

.00 

308,595.11 
.00 

308,595.11 

ON 

ON 

ON 

ON 

ON 

ON 

ON 

ON 

ON 

ON 

ON 

ON 

LTD TO CFC 
LTD TO CFC 
LTD TO CFC 
LTD TO CFC 
LTD TO CFC 
LTD TO CFC 

LTD TO CFC 
LTD TO CFC 
LTD TO CFC 
LTD TO CFC 
LTD TO CFC 
LTD TO CFC 

1 

09,08 AM 
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

JE 40 232.51 LOAN 21 1603 2159 01/31/21 
JE 40 232.51 LOAN 21 1603 2159 02/28/21 
JE 40 232.51 LOAN 21 1603 2159 03/31/21 
JE 40 232.51 LOAN 21 1603 2159 04/30/21 
JE 40 232.51 LOAN 21 1603 2159 05/31/21 
JE 40 232.51 LOAN 21 1603 2159 06/30/21 
JE 40 232.51 LOAN 21 1603 2159 07/31/21 
JE 40 232.51 LOAN 21 1603 2159 08/31/21 
JE 40 232.51 LOAN 21 1603 2159 09/30/21 
JE 40 232.51 LOAN 21 1603 2159 10/31/21 
JE 40 232.51 LOAN 21 1603 2159 11/30/21 
JE 40 232.51 LOAN 21 1603 2159 12/31/21 

NUMBER OF RECORDS FOUND - 12 

ACCOUNT ANALYSIS 
FOR ACCT: 427.25 INTEREST ON LTD - COBANK 
DATE RANGE FROM 01/01/21 TO 12/31/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.00 142,524.70 

.00 128 / 179 • 83 

.00 141,151.20 

. 00 135,877.68 

.oo 139,677.29 

.00 134,514.89 
.00 138,240.74 
.00 137,519.23 
.00 132,397.14 
.00 136,069.71 
. 00 131,037.32 
. 00 134,611.49 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

RUN DATE 

CREDIT DESCRIPTION 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 

.00 JE 
.00 JE 
.00 JE 
.00 JE 
.00 JE 

.00 

1,631,801.22 
.00 

1,631,801.22 

12464 
12478 
12489 
12504 
12518 
12530 
12539 
12556 
12578 
12590 
12 602 
12611 
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SOUTH KENTUCKY RECC 
PRG. ACCTANAL (ANLA) 

so TR RACCT ITEM ID DEPT WH BH DATE 

JE 40 237.20 SJOU 13 1603 2159 01/31/21 
JE 40 237.20 SJOU 13 1603 2159 02/28/21 
JE 40 237.20 SJOU 13 1603 2159 03/31/21 
JE 40 237.20 SJOU 13 1603 2159 04/30/21 
JE 40 237.20 SJOU 13 1603 2159 05/31/21 
JE 40 237.20 SJOU 13 1603 2159 06/30/21 
JE 40 237.20 SJOU 13 1603 2159 07 /31/21 
JE 40 237.20 SJOU 13 1603 2159 08/31/21 
JE 40 237.20 SJOU 13 1603 2159 09/30/21 
JE 40 237.20 SJOU 13 1603 2159 10/31/21 
JE 40 237.20 SJOU 13 1603 2159 11/30/21 
JE 40 237.20 SJOU 13 1603 2159 12/31/21 

NUMBER OF RECORDS FOUND - 12 

ACCOUNT ANALYSIS 
FOR ACCT: 427.24 INTEREST ON LTD - CITY 
DATE RANGE FROM 01/01/21 TO 12/31/21 

CK/JOB/REC/TSK 
PJ/VHR/VND/VEH QTY DEBIT 

.00 9,869.39 

.00 9,869.45 

.00 9,869.45 

.00 9,869.45 

.00 9,869.45 

.00 9,869.45 
.00 9,869.45 
.00 9,869.45 
.00 9,869.45 
.00 9,869.45 
.00 9,869.45 
.00 9,869.45 

TOTAL QTY 

TOTAL DEBIT 
TOTAL CREDIT 

NET BALANCE 

OF MONT RUN DATE 

CREDIT DESCRIPTION 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 INT 

.00 

118,433.34 
.00 

118,433.34 

ON LTD TO 
ON LTD TO 
ON LTD TO 
ON LTD TO 
ON LTD TO 
ON LTD TO 
ON LTO TO 
ON LTD TO 
ON LTD TO 
ON LTD TO 
ON LTD TO 
ON LTD TO 
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CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
CITY OF MONT 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 33 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 33.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 53, Attachment at page 50, which shows the calculations of 

TIER and Operating Times Interest Earned Ratio (“OTIER”) for the first eleven months of 

2021 through November 30, 2021.  Provide the 2021 calculations of TIER and OTIER, 

stripped and non-stripped, for the twelve months ended December 31, 2021. 

Response 33.   

 Please see the attached Statement of Operations for the twelve months ended 

December 31, 2021, which includes the stripped OTIER.  

 

 



Line
No (a) (b) (c) (d) (e) (f) (g) Dec-21 Dec-21

THIS YEAR LAST YEAR DIFFERENCE THIS YEAR BUDGET VARIANCE Actual Budget Variance

1 Operating Revenue and Patronage Capital 133,752,012$  119,151,498$    14,600,513$  12.25% 133,752,012$   130,351,303$    3,400,709$       2.61% 14,409,065$   12,877,872$  1,531,193$      11.89%
2 Less:  Cost of Purchased Power 96,010,219$    82,678,137$      13,332,082$  16.13% 96,010,219$     92,349,070$      3,661,149$       3.96% 10,935,444$   9,113,000$    1,822,444$      20.00%
3 Net Revenue 37,741,793$    36,473,361$      1,268,431$    3.48% 37,741,793$     38,002,233$      (260,440)$         -0.69% 3,473,621$     3,764,872$    (291,251)$        -7.74%

28.22% 30.61% 28.22% 29.15% 24.11% 29.24%

4 Distribution Expense - Operation 3,936,513$      4,126,358$        (189,845)$      3,936,513$       4,306,040$        (369,528)$         -8.58% 360,137$        356,328$       3,808$             
5 Distribution Expense - Maintenance 8,197,243$      8,074,940$        122,303$       8,197,243$       8,921,150$        (723,907)$         -8.11% 739,097$        713,020$       26,076$           
6 Consumer Accounts Expense 3,993,782$      2,602,163$        1,391,619$    3,993,782$       4,122,689$        (128,907)$         -3.13% 388,913$        342,231$       46,682$           
7 Customer Service and Informational Expenses 575,022$         602,211$           (27,189)$        575,022$          600,999$           (25,977)$           -4.32% 48,471$          48,477$         (7)$  
8 Sales Expense 42,019$           41,280$             739$              42,019$            30,127$             11,891$            39.47% 4,335$            2,511$           1,824$             
9 Administrative & General Expense 4,007,136$      3,863,206$        143,931$       4,007,136$       4,308,400$        (301,264)$         -6.99% 388,983$        323,794$       65,189$           
10 Total Operation & Maintenance Expense 20,751,714$    19,310,157$      1,441,557$    7.47% 20,751,714$     22,289,406$      (1,537,691)$      -6.90% 1,929,935$     1,786,361$    143,574$         8.04%

    (Less Power Cost)

11 Depreciation and Amortization Expense 9,627,826$      9,295,542$        332,285$       3.57% 9,627,826$       9,305,296$        322,530$          3.47% 813,383$        775,441$       37,942$           
12 Tax Expense-PSC/Property/Sales Tax Assess. 155,255$         160,956$           (5,700)$          155,255$          166,800$           (11,545)$           -6.92% 12,251$          13,900$         (1,649)$            
13 Tax Expense-Other -$  -$  -$  -$  -$  -$  -$  -$  -$  
14 Interest on Long Term Debt 5,237,918$      5,489,309$        (251,391)$      -4.58% 5,237,918$       5,394,130$        (156,212)$         -2.90% 416,480$        449,511$       (33,031)$          
15 Interest Charged to Construction - Credit -$  -$  -$  -$  -$  -$  -$  -$  -$  
16 Interest Expense - Other 1,857$             28,588$             (26,731)$        1,857$              1,531$  326$  1,642$            128$              1,515$             
17 Other Deductions 39,284$           20,452$             18,832$         39,284$            76,470$             (37,186)$           -48.63% 1,289$            4,542$           (3,252)$            
18 Total Cost of Electric Service 35,813,855$    34,305,003$      1,508,852$    4.40% 35,813,855$     37,233,633$      (1,419,778)$      -3.81% 3,174,980$     3,029,882$    145,097$         4.79%

    (Less Power Cost)

19 Patronage Capital & Operating Margins 1,927,938$      2,168,358$        (240,420)$      -11.09% 1,927,938$       768,600$           1,159,338$       150.84% 298,642$        734,990$       (436,348)$        -59.37%
20 Non-Operating Margins - Interest 1,007,399$      1,517,050$        (509,651)$      1,007,399$       1,366,835$        (359,436)$         -26.30% 9,403$            113,903$       (104,500)$        
21 Non-Operating Margins - Other 2,936,328$      79,304$             2,857,024$    2,936,328$       27,460$             2,908,868$       (265,759)$       2,115$           (267,874)$        
22 Generation & Transmission Capital Credits 3,352,650$      5,084,683$        (1,732,033)$   3,352,650$       3,496,000$        (143,350)$         -$  -$  -$  
23 Other Capital Credits & Patronage Dividends 206,460$         160,860$           45,600$         206,460$          170,000$           36,460$            -$  14,167$         (14,167)$          

24 Patronage Capital or Margins 9,430,774$      9,010,255$        420,519$       4.67% 9,430,774$       5,828,895$        3,601,879$       61.79% 42,286$          865,174$       (822,889)$        -95.11%

TIER 2.80 2.08
OTIER 1.38 1.14 2021

Margin Used for Ratio Calculation 1,968,556             
Stripped OTIER 1.12 Remove Items Impacting Ratios

 Bad Debt Recapture (64,273) 
EKPC Cash Patronage - 

CFC Cash Patronage (40,618) 
FEMA Reimbursement in A/R (1,243,419)            

Unmodified Operating Margins 620,245 

SKRECC 2021 FORM 7 VARIANCE ANALYSIS
STATEMENT OF OPERATIONS

Dec-21
UNAUDITED

Stripped OTIER
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 34 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 34.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 53, Attachment at page 50, which shows the Form 7 

statement of operations variance analysis for the first eleven months of 2021.  Provide the 

same depiction of results for the twelve months ended December 31, 2021 

Response 34.   

 

 Please see the attached Statement of Operations for the twelve months ended 

December 31, 2021. 

 

 

 

  



Line
No (a) (b) (c) (d) (e) (f) (g) Dec-21 Dec-21

THIS YEAR LAST YEAR DIFFERENCE THIS YEAR BUDGET VARIANCE Actual Budget Variance

1 Operating Revenue and Patronage Capital 133,752,012$  119,151,498$    14,600,513$  12.25% 133,752,012$  130,351,303$    3,400,709$       2.61% 14,409,065$   12,877,872$  1,531,193$      11.89%
2 Less:  Cost of Purchased Power 96,010,219$    82,678,137$      13,332,082$  16.13% 96,010,219$    92,349,070$      3,661,149$       3.96% 10,935,444$   9,113,000$    1,822,444$      20.00%
3 Net Revenue 37,741,793$    36,473,361$      1,268,431$    3.48% 37,741,793$    38,002,233$      (260,440)$         -0.69% 3,473,621$     3,764,872$    (291,251)$       -7.74%

28.22% 30.61% 28.22% 29.15% 24.11% 29.24%

4 Distribution Expense - Operation 3,936,513$      4,126,358$       (189,845)$      3,936,513$      4,306,040$        (369,528)$         -8.58% 360,137$        356,328$       3,808$             
5 Distribution Expense - Maintenance 8,197,243$      8,074,940$       122,303$       8,197,243$      8,921,150$        (723,907)$         -8.11% 739,097$        713,020$       26,076$           
6 Consumer Accounts Expense 3,993,782$      2,602,163$       1,391,619$    3,993,782$      4,122,689$        (128,907)$         -3.13% 388,913$        342,231$       46,682$           
7 Customer Service and Informational Expenses 575,022$         602,211$          (27,189)$        575,022$         600,999$           (25,977)$           -4.32% 48,471$          48,477$         (7)$  
8 Sales Expense 42,019$           41,280$            739$              42,019$           30,127$             11,891$            39.47% 4,335$            2,511$           1,824$             
9 Administrative & General Expense 4,007,136$      3,863,206$       143,931$       4,007,136$      4,308,400$        (301,264)$         -6.99% 388,983$        323,794$       65,189$           
10 Total Operation & Maintenance Expense 20,751,714$    19,310,157$      1,441,557$    7.47% 20,751,714$    22,289,406$      (1,537,691)$      -6.90% 1,929,935$     1,786,361$    143,574$         8.04%

    (Less Power Cost)

11 Depreciation and Amortization Expense 9,627,826$      9,295,542$       332,285$       3.57% 9,627,826$      9,305,296$        322,530$          3.47% 813,383$        775,441$       37,942$           
12 Tax Expense-PSC/Property/Sales Tax Assess. 155,255$         160,956$          (5,700)$          155,255$         166,800$           (11,545)$           -6.92% 12,251$          13,900$         (1,649)$           
13 Tax Expense-Other -$  -$  -$  -$  -$ -$  -$  -$  -$  
14 Interest on Long Term Debt 5,237,918$      5,489,309$       (251,391)$      -4.58% 5,237,918$      5,394,130$        (156,212)$         -2.90% 416,480$        449,511$       (33,031)$         
15 Interest Charged to Construction - Credit -$  -$  -$  -$  -$ -$  -$  -$  -$  
16 Interest Expense - Other 1,857$             28,588$            (26,731)$        1,857$             1,531$  326$  1,642$            128$              1,515$             
17 Other Deductions 39,284$           20,452$            18,832$         39,284$           76,470$             (37,186)$           -48.63% 1,289$            4,542$           (3,252)$           
18 Total Cost of Electric Service 35,813,855$    34,305,003$      1,508,852$    4.40% 35,813,855$    37,233,633$      (1,419,778)$      -3.81% 3,174,980$     3,029,882$    145,097$         4.79%

    (Less Power Cost)

19 Patronage Capital & Operating Margins 1,927,938$      2,168,358$       (240,420)$      -11.09% 1,927,938$      768,600$           1,159,338$       150.84% 298,642$        734,990$       (436,348)$       -59.37%
20 Non-Operating Margins - Interest 1,007,399$      1,517,050$       (509,651)$      1,007,399$      1,366,835$        (359,436)$         -26.30% 9,403$            113,903$       (104,500)$       
21 Non-Operating Margins - Other 2,936,328$      79,304$            2,857,024$    2,936,328$      27,460$             2,908,868$       (265,759)$       2,115$           (267,874)$       
22 Generation & Transmission Capital Credits 3,352,650$      5,084,683$       (1,732,033)$   3,352,650$      3,496,000$        (143,350)$         -$  -$  -$  
23 Other Capital Credits & Patronage Dividends 206,460$         160,860$          45,600$         206,460$         170,000$           36,460$            -$  14,167$         (14,167)$         

24 Patronage Capital or Margins 9,430,774$      9,010,255$       420,519$       4.67% 9,430,774$      5,828,895$        3,601,879$       61.79% 42,286$          865,174$       (822,889)$       -95.11%

TIER 2.80 2.08
OTIER 1.38 1.14

SKRECC 2021 FORM 7 VARIANCE ANALYSIS
STATEMENT OF OPERATIONS

Dec-21
UNAUDITED
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 35 

RESPONSIBLE PERSONS: Michelle Herrman and Steve Seelye 

COMPANY:    South Kentucky RECC 

 

Request 35.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 53, Attachment at page 50, which shows the Form 7 

statement of operations variance analysis for the first eleven months of 2021 and projected 

for all of 2021.  Refer further to line 4 which shows the projected level of Distribution 

Expense – Operation of $3,932,704.  Refer also to Exhibit WSS-3, Schedule 1.0, line 6, 

which shows the proforma level of Distribution Expense – Operation of $4,293,105.  

Explain all known reasons why the projected 2021 actual level of expense is $360,401 less 

than the proforma level in the Company’s filing, especially considering that projected 2021 

revenues reported on line 1 of each schedule are much higher, by over 8%, than the 

proforma revenues in the filing. 

Response 35.   

 Please see the Statement of Operations provided in response to question 34 of this 

data request.  The actual amount recorded as expense for the twelve months ended 

December 31, 2021 for Distribution Expense- Operation is $3,936,513.  When considering 

this expense category using actual to budget, the categories of Distribution  
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Expense- Operation and Distribution Expense- Maintenance must be considered together.  

The discussion below is meant to address the actual versus budget differences for both 

categories combined. 

 Revenues do not drive South Kentucky’s controllable expenses.  Revenues are 

driven by kWh sales.  Higher kWh sales will increase the cost of purchased power on line 

2 of the Statement of Operations, but not controllable expense categories on lines 4- 9.  The 

cost for purchase power is driven by members’ demand for electricity.  This demand is 

greatly impacted by weather.  Similarly, during 2020 this demand was heavily impacted 

by Government mandated closures and work rules related to the COVID-19 pandemic. 

 Our controllable cost categories of Distribution Expense- Operation and 

Distribution Expense- Maintenance can be affected by the amount of work that is 

capitalized.  Member demand for new services can reduce the costs that are expensed on 

the Statement of Operations, but will increase the costs that are capitalized and reflected 

on the Balance Sheet.  Whether expenditures are expensed or capitalized they require the 

same revenue stream to fund the expenditures.  As we broke out of the pandemic, South 

Kentucky saw member demand for new Meter Services spike.  In 2021 South Kentucky 

increased number of Meter Services by 1,131.  Comparatively, in 2020 our meter services 

only increased 898 and in 2019 the increase was only 717.   We believe the spike in 2021 

is only temporary and will return to the levels seen in 2019. 

 The capitalized percentage of labor and the associated benefits has increased since 

2018.  The capitalized percentage rates were as follows: 2018- 37.17%, 2019-38.23%,  
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2020- 40.59%, 2021- 40.77%.  In 2021, our budget only assumed a capitalized labor 

percentage of 38.62%.  Using test year salaries and wages of $10,254,512, the difference 

between actual and assumed capitalized labor is $220,472.  With the added factor for 

benefits and payroll taxes, this provides for a total expense reduction reflected in the 

Statement of Operations from budget to actual of $360,824. 

 Vacant positions and position changes impact our Statement of Operations 

comparison of budget to actual.  In 2021, we had 10 employees leave employment whose 

work was directly related to the areas of Distribution Operations and Distribution 

Maintenance.  This turnover of employees leave positions vacant for a period of time.  Due 

to our financial condition and COVID work rules, many of these positions were delayed in 

filling.  These transition reductions result in budget to actual savings as depicted in the 

Statement of Operations.  The actual cost reduction is difficult to quantify.   

 The February 2021 storm event impacted operations for approximately two weeks.  

During this period regularly budgeted expenses that were allocable to the FEMA 

restoration reimbursement total for Distribution Maintenance and Distribution Operations 

was $576,498.88.  The FEMA reimbursement is reflected in the Statement of Operations 

actual results for 2021. 

 The two noted quantifiable savings total, $937,323.  The difference in the budget 

to actual categories for Distribution Operations and Distribution Maintenance on the 

Statement of Operations for the year ended December 31, 2021 combine to $1,093,435.  

The variance is $156,112 is less than 1.2% of the budgeted amount for these cost categories. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 36 

RESPONSIBLE PERSONS: Michelle Herrman and Steve Seelye 

COMPANY:    South Kentucky RECC 

Request 36.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 53, Attachment at page 50, which shows the Form 7 

statement of operations variance analysis for the first eleven months of 2021 and projected 

for all of 2021.  Refer further to line 5 which shows the projected level of Distribution 

Expense – Maintenance of $8,171,167.  Refer also to Exhibit WSS-3, Schedule 1.0, line 7, 

which shows the proforma level of Distribution Expense – Maintenance of $8,963,189.  

Explain all known reasons why the projected 2021 actual level of expense is $792,022 less 

than the proforma level in the Company’s filing, especially considering that projected 2021 

revenues reported on line 1 of each schedule are much higher, by over 8%, than the 

proforma revenues in the filing 

Response 36.   

 Please see the Statement of Operations provided in response to question 34 of this 

data request.  The actual amount recorded as expense for the twelve months ended 

December 31, 2021, for Distribution Expense-Maintenance is $8,197,243.  When 

considering this expense category using actual to budget, the categories of Distribution  
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Expense-Operation and Distribution Expense – Maintenance must be considered together.  

Please see the response to Request 35 above. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 37 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 37.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 35, Attachment at page 509, which reports a credit expense 

amount of ($594,601.51) in October 2021 for account 593.00 Maintenance of Overhead 

Lines.  Explain all reasons for the large credit amount in this expense account recorded in 

October 2021 and explain why this should be considered recurring or non-recurring and 

the reasons why.   

Response 37.  

 In October 2021, South Kentucky posted the journal entry to record the FEMA 

reimbursement related to the ice storm of February. The entry reduced the annual expenses 

recorded to account 593.00.  The final balance in the account for the month of October 

2021 was ($593,601.51).  However, without the two credit amounts of $464,445.03 and 

$461,590.87 related to FEMA the balance in account 593.00 would have been $331,434.39 

for the month of October 2021.  

 The journal entry should be considered non-recurring because the FEMA 

reimbursed storm is an unusual event and rare in occurrence.   
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The journal entry is below. 

 

 

  

  

JE 12599: Debit Credit
DR 143.00OTHER ACCTS RECEIVABLE 1,243,419.00$ 

CR 586.00 METER EXPENSE 60,735.64$   
CR 593.00 MAINTENANCE OF O/H LINES 464,445.03$ *
CR 593.00 MAINTENANCE OF O/H LINES 461,590.87$ *
CR 593.50 MAINTENANCE OF O/H LINES-RW 171,617.56$ 
CR 903.00 CUSTOMER RECORDS & COLLECT EXP 18,220.69$   
CR 908.00 CUSTOMER ASSISTANCE EXP 24,294.26$   
CR 920.00 ADM & GENERAL SALARIES 42,514.95$   

TO SET UP IN ACCOUNTS RECEIVABLE THE FEDERAL SHARE OF FEMA 4592-DR-KY GRANT
FOR THE FEBRUARY 2021 ICE STORM.
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 38 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 38.  Refer to South Kentucky RECC’s response to Staff’s First Request, 

Item 1(a), Attachment, which is a schedule showing the operating expenses by account for 

the test year and for each year 2017 through 2020.  Expand the Attachment response to 

include the operating expenses by account for calendar year 2021 and the 2021 percentage 

increase or decrease over the prior year for each account.   

Response 38.   

 Please see attached.  The attachment is a schedule of operating expenses by account 

expanded to include the 2021 calendar year.  This attachment is an Excel spreadsheet which 

is being uploaded into the Commission’s electronic filing system separately. 

 

 

 

 

 

  



 
 

ATTACHMENTS 
ARE EXCEL 

SPREADSHEETS 
AND UPLOADED 

SEPARATELY 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 39 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 39.  Refer to South Kentucky RECC’s response to Staff’s First Request, 

Item 1(a), Attachment, which is a schedule representing the operating expenses by account 

for the test year and for each year 2017 through 2020.  Refer further to the expense amounts 

reflected for account 586.00 Meter Expenses, which show a decline in 2020 expense 

amounts compared to those reflected for the test year.   

 a. Explain all known reasons for the decline in expense during 2020 and 

explain whether the Company experienced a similar decline in 2021 compared to test year 

levels.   

 b. Provide the monthly expense amounts recorded for account 586.00 for each 

month and in total during the test year, 2019, 2020, and 2021.   

Response 39.   

 a.  Meter purchases are treated as special equipment. As such, the cost of the 

meter and the associated labor to install is capitalized at the time of purchase.  The 

capitalization of labor results in a reduction of expenses within the 586.00 account.  The  
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reduction to expenses in 2019 was $100,490, in 2020 was $147,557, and in 2021 was 

$158,989. 

 Due to COVID work rules our labor costs were impacted in 2020.  There was a 

reduction in overtime expense from 2019 to 2020 in the amount of $19,780. 

 The difference in the total expenditures in 2019 and 2020, is a reduction in expense 

of $88,812.  The differences noted above total $66,847.  When considering this known 

difference, there is a change of less than 1.5% from 2019 to 2020.   

 The discussion contained in our response to Question 35 of this data request related 

to reduced expenses in 2021 applies to the 586.00 account as well.  The account activity 

for account 586.00 is reported in the Statement of Operations on line 4, Distribution 

Expense - Operation.  

   b. The monthly expense amounts recorded for account 586.00 for each 

month and in total during the test year, 2019, 2020, and 2021 are as follows. 

 

Test Year
Month 4/19-3/20 Month 2019 2020 2021
Apr $66,394.58 Jan $142,057.80 $174,651.42 $110,041.43
May $142,873.59 Feb $130,312.25 $182,697.47 $131,112.20
June $116,278.59 Mar $154,717.91 $141,998.74 $144,411.21
July $128,285.86 Apr $66,394.58 $103,416.10 $131,281.80
Aug $133,530.40 May $142,873.59 $105,243.03 $137,581.68
Sept $120,138.98 June $116,278.59 $109,156.98 $108,837.70
Oct $134,302.45 July $128,285.86 $93,822.68 $109,749.92
Nov $112,160.93 Aug $133,530.40 $102,564.11 $95,680.51
Dec $120,962.58 Sept $120,138.98 $103,642.22 $122,680.03
Jan $174,651.42 Oct $134,302.45 $101,051.43 $23,018.74
Feb $182,697.47 Nov $112,160.93 $92,561.82 $109,460.64
Mar $141,998.74 Dec $120,962.58 $102,397.44 $112,877.11
Totals $1,574,275.59 $1,502,015.92 $1,413,203.44 $1,336,732.97



 

AG Request 40 

Page 1 of 3 

SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 40 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 40.  Refer to the Application, page 7, where it attributes the proposed 

rate increase in part to the lost revenue rebates from EKPC related to discontinuation of 

energy assistance programs ($100,906).  In South Kentucky RECC’s response to the 

Attorney General’s First Request, Item 6(c), the Company states that certain energy 

efficiency programs remain in place as described in the Application, Exhibit 31. 

 a. Explain why EKPC discontinued reimbursement of energy efficiency 

programs. 

 b. Explain why the Company did not discontinue the energy efficiency 

programs when EKPC discontinued reimbursement of the programs. 

 c. Confirm that the Company continued the same energy efficiency programs 

for which EKPC discontinued reimbursement.  If this cannot be confirmed, then provide a 

corrected statement and explain why the original statement was incorrect.   

 d. Provide the present status of these specific programs for which EKPC 

discontinued reimbursement.  
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Response 40.                                                                                          

 a.   EKPC discontinued reimbursement for select energy efficiency programs after 

EKPC proposed, and the Commission subsequently approved, the DSM program tariff 

changes as reviewed in the two Kentucky Public Service Commission cases 2019-00059 

and 2019-00060. 

 b.  South Kentucky RECC did eliminate the programs when EKPC discontinued 

the specific programs that were approved for cancellation by the Commission in the two 

Kentucky Public Service Commission cases 2019-00059 and 2019-00060. 

 c.  Denied.  In our Application Exhibit 31, we state that the Commission approved 

South Kentucky’s request to modify the following programs: (1) Direct Load Control 

Program – DSM - Residential; (2) Direct Load Control Program – DSM - Commercial; (3) 

Touchstone Energy Home - DSM; (4) Button-Up Weatherization Program - DSM; and (5) 

Heat Pump Retrofit Program – DSM.  These programs were not discontinued by EKPC; 

and we continue to provide these programs to our members. 

 We go on to say that at the same time the Commission approved a new DSM 

program, ENERGY STAR® Manufactured Home Program. 

 The following statement in the Exhibit 31 to the application is a correct statement 

as the eliminated programs were not fully eliminated during the test year period and other 

continued as modified or were newly introduced.  “South Kentucky continued to offer 

Demand-Side Management/Energy Efficiency programs to its members during the test 

year with the assistance of EKPC. In the test year, South Kentucky paid out $114,521.76  
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to its members for these programs, but was reimbursed in full by EKPC, and thus, there 

was no impact to the test year expenses.” 

 d.  South Kentucky RECC eliminated the specific program offering that EKPC 

discontinued when EKPC discontinued the specific programs that were approved by the 

Commission in cases 2019-00059 and 2019-00060. 
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SOUTH KENTUCKY RECC 

PSC CASE NO. 2021-00407 

SECOND REQUEST FOR INFORMATION RESPONSE 

 

AG’S SECOND REQUEST FOR INFORMATION—02/17/22  

REQUEST 41 

RESPONSIBLE PERSON:  Michelle Herrman 

COMPANY:    South Kentucky RECC 

 

Request 41.  Refer to South Kentucky RECC’s response to the Attorney 

General’s First Request, Item 31(d) and the journal entry (1) to record patronage capital 

allocations.  

 a. Provide the remaining journal entry(ies), including the credit to members’ 

equity and patronage capital. 

 b. Identify the Company’s representative(s), by name and job title, who sits on 

the EKPC Board.   

Response 41.   

  a. Our response to the Attorney General’s First Request Item 31(d) is as 

follows. 

  1.  Patronage capital allocations from EKPC are recorded on line 26 

(account #423.00) of the statement of operations as a credit, and on line 8 (account #123.10) 

of the balance sheet as a debit. 

 Other journal entries related to Generation and Transmission patronage capital 

allocations are as follows: 
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  2. To move Patronage Capital Allocations to Operating Margins as part of 

our year end closing entries.  Line 26 (account #423.00 G&T Cooperative Capital Credits) 

of the statement of operations as a debit, and on line 32 (account #219.10 Operating 

Margins) of the balance sheet as a debit. 

  3.  To transfer prior year Operating Margins to Patronage Capital 

Assignable.  Line 32 (account #219.10 Operating Margins) of the balance sheet as a debit, 

and on line 31 (account #201.20 Patronage Capital Assignable) of the balance sheet as a 

credit. 

  4.  To record the Patronage Capital Assigned to the member for the prior 

year per the Board of Directors approval.    Line 31 (account #201.20 Patronage Capital 

Assignable) of the balance sheet as a debit, and on line 31 (account #201.10 Patrons Capital 

Assigned) of the balance sheet as a credit. 

 b. South Kentucky’s representative on EKPC’s Board is Director Boris 

Haynes. 
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