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Report highlights 
Mercer has prepared this report for East Kentucky Power Cooperative (EKPC) to (i) present actuarial estimates of liabilities as of  
December 31, 2023, for the East Kentucky Power Postretirement Benefit Plan (the 'Plan') to be incorporated, as EKPC deems appropriate, 
in the financial statements prepared under US accounting standards, and (ii) provide an actuarial estimate of the net periodic benefit cost for 
the fiscal year ending December 31, 2024. 

Mercer considered but could not determine at this time whether COVID-19 will have a significant impact on the East Kentucky Power 
Cooperative Postretirement Benefit Plan cash flow or liability. There is the potential impact on both short-term and long-term per capita claims, 
mortality and other assumptions; however, the degree of any impact is uncertain and possibly insignificant given that historical claims patterns 
already reflect COVID-19. Therefore, no future adjustment to assumptions have been made in this valuation. 

All figures in this report are expressed in $ unless otherwise stated. 

Please see Section 3 of this report for further explanation as to the purposes and limitations of this report. 
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Summary of results
Below are highlights of the results as of December 31, 2023, compared to the corresponding figures as of December 31, 2022. 

Fiscal year ending 
December 31, 2023 

Fiscal year ending 
December 31, 2022 

Net periodic benefit cost (1,128,440) (1,006,731) 

Benefit obligation 47,243,762 29,974,016 

Fair value of assets 0 0 

Funded status (47,243,762) (29,974,016) 

Discount rate at year-end 5.17% 5.42%   

The net periodic benefit cost for the fiscal year ending December 31, 2023, includes no charges/credits due to special events. 

The estimated net periodic benefit cost for the fiscal year ending December 31, 2024, is a charge/(credit) of $1,240,515. Please note that the 
actual net periodic benefit cost for the fiscal year ending December 31, 2024, may be substantially different from the estimate and may be 
revised if liabilities are remeasured during the year due to a significant event and/or cash flows are updated. 

Highlighted amounts ás included 
in Application Exhibit 16 
Attachment JRW-1 Schedule 1.11 
as the net periodic benefit 
expense.

03278
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Review of results 

Benefit Obligation (Gain)/Loss 

Prior Year $ 29,974,016 

Changes due to: 

Passage of time (93,270) 

New census data (274,211) (274,211) 

Claims update 8,198,413 8,198,413 

Trend update 8,036,906 8,036,906 

Discount rate update 1,401,908 1,401,909 

Actual versus expected benefit payments 320,559 

Total for FY23 47,243,762 17,683,575 

The passage of time is equal to service cost and interest cost less expected benefit payments for the year. 

Details of the disclosure information are shown in Appendix A. The estimated net periodic benefit cost information is shown in Appendix B. 

Please refer to the remainder of the report for more information about these summary numbers. 
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Data, assumptions, methods and provisions 
This report is based on the participant data, assumptions, methods and provisions summarized in the report titled East Kentucky Power 
Cooperative Postretirement Benefit Plan, Data, Assumptions, Methods and Provisions as of December 31, 2023, dated February 2024, and 
incorporated herein by reference. 

Authorized users of this report should contact Mercer to request a copy of the above report, if they do not already have the report, in order to 
understand all aspects of the calculations that are incorporated by reference. 

We used financial data submitted by EKPC as of the measurement date without further audit. Customarily, this information would not be 
verified by a plan’s actuary. We have reviewed the information for internal consistency and general reasonableness. 
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Important notices 
Mercer has prepared this report exclusively for EKPC; subject to this limitation, EKPC may direct that this report be provided to its auditors in 
connection with the audit of its financial statements. Mercer is not responsible for use of this report by any other party. 

Mercer has prepared this report to present actuarial estimates of liabilities as of December 31, 2023, for the East Kentucky Power 
Postretirement Benefit Plan to be incorporated, as EKPC deems appropriate, in the financial statements prepared under US accounting 
standards, and provide an actuarial estimate of the net periodic benefit cost for the fiscal year ending December 31, 2024.  

This report may not be used for any other purpose. Mercer is not responsible for the consequences of any unauthorized use. Its content may 
not be modified, incorporated into or used in other material, sold or otherwise provided, in whole or in part, to any other person or entity, 
without Mercer’s permission. 

This report was prepared in accordance with generally accepted actuarial principles and procedures. The actuarial assumptions were selected 
by EKPC. Based on the information provided to us, we believe that the actuarial assumptions are reasonable for the purposes described in this 
report. 

All parts of this report, including any documents incorporated by reference, are integral to understanding and explaining its contents; no part 
may be taken out of context, used, or relied upon without reference to the report as a whole.  

Decisions about benefit changes, granting new benefits, investment policy, funding policy, benefit security, and/or benefit-related issues should 
not be made solely on the basis of this valuation, but only after careful consideration of alternative economic, financial, demographic, and 
societal factors, including financial scenarios that assume future sustained investment losses. 

EKPC is ultimately responsible for selecting the Plan’s accounting policies, methods, and assumptions. This information is referenced or 
described in Section 2 of this report. EKPC is solely responsible for communicating to Mercer any changes required to those policies, methods 
and assumptions. 
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This report is based on our understanding of applicable law and regulations as of the valuation date. Mercer is not an accountant or auditor 
and is not responsible for the interpretation of, or compliance with, accounting standards; citations to, and descriptions of accounting standards 
provided in this report are for reference purposes only. As you know, Mercer is not a law firm, and this analysis is not intended to be a legal 
opinion. You should consider securing the advice of legal counsel with respect to any legal matters related to this document and any 
attachments. 

EKPC should notify Mercer promptly after receipt of this valuation report if EKPC disagrees with anything contained herein or is aware of any 
information that would affect the results of this report that has not been communicated to Mercer or incorporated therein. The valuation report 
will be deemed final and acceptable to EKPC unless EKPC promptly provides such notice to Mercer. 

Use of models

To prepare this report, we have employed Mercer’s suite of proprietary valuation software and tools. The purpose of these models is to 
measure the plan's liabilities, reflecting the plan's census data and provisions, using the methods and assumptions prescribed or selected by 
EKPC, under the applicable laws, regulations, and other guidance in effect as of the valuation date. Certain short-term assumptions used in the 
plan valuation, such as projections of employer claims costs and future health care inflationary costs, were developed using models 
customized by the health actuary. 

Reliance on experts

We have relied on the experts who developed each of the following models: 

• Mercer’s combined discount curve workbook

• Mercer’s health care & trend assumption models

These tools were used in the development of the discount rate for the expense and disclosures, and in setting the medical & trend 
assumptions. 
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Material inconsistencies among assumptions

Actuarial Standard of Practice No. 56 requires the actuary to identify and disclose any material inconsistencies among actuarial assumptions, 
and, for assumptions that are not prescribed by applicable law, the reason for such inconsistencies. To our knowledge, there are no material 
inconsistencies in assumptions. 
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Professional qualifications 
We are available to answer any questions on the material in this report or to provide explanations or further details as appropriate. The 
undersigned credentialed actuaries meet the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained in this report. We are not aware of any direct or material indirect financial interest or relationship, including investment consulting or 
other services provided to EKPC by the actuaries signing the report, that we believe would create a conflict of interest or impair the objectivity 
of our work. To the extent that other Mercer professionals may have provided investment services to EKPC, we do not believe those services 
would result in a conflict of interest nor affect the objectivity of our work herein.  

 February 15, 2024 

Shaun Talbot, ASA, MAAA Date 

February 15, 2024 

Staci James, FSA, EA Date 
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Appendix A
Disclosure information

Plan name

Country

Fiscal year ending on Dec 31, 2023 Dec 31, 2022

A. Change in benefit obligation 

1. Benefit obligation at beginning of year 29,974,016$     37,435,169$     

2. Service cost 590,203   834,306   

3. Interest cost 1,563,693   1,051,514   

4. Participant contributions 1,574,063   1,478,082   

5. Plan amendments -   -   

6. Plan curtailments -   -   

7. Plan settlements -   -   

8. Special termination benefits -   -   

9. Benefit payments

a. Benefits paid from the plan assets (4,141,788)   (4,085,092)   

b. Direct benefit payments -   -   

10. Medicare subsidies received -   -   

11. Expenses paid -   -   

12. Taxes paid -   -   

13. Premiums paid -   -   

14. Net transfer in/(out) (including the effect of any
 business combinations/divestitures) -   -   

15. Plan combinations -   -   

16. Actuarial loss (gain) 17,683,575   (6,739,963)   

17. Exchange rate changes -   -   

18. Benefit obligation at end of year 47,243,762$     29,974,016$     

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan

US

Mercer A - 1



ASC715 (US GAAP)
Actuarial valuation report as of December 31, 2023

East Kentucky Power
East Kentucky Power Postretirement Benefit Plan

Plan name

Country

Fiscal year ending on Dec 31, 2023 Dec 31, 2022

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan

US

B. Change in plan assets 

1. Fair value of plan assets at beginning of year -$    -$    

2. Actual return on plan assets -   -   

3. Employer contributions

a. Employer contributions to plan 2,567,725   2,607,010   

b. Employer direct benefit payments -   -   

4. Participants contributions 1,574,063   1,478,082   

5. Plan settlements -   -   

6. Benefit payments

a. Benefits paid from the plan assets (4,141,788)   (4,085,092)   

b. Direct benefit payments -   -   

7. Medicare subsidies received -   -   

8. Expenses paid -   -   

9. Taxes paid -   -   

10. Premiums paid -   -   

11. Acquisitions / divestitures -   -   

12. Plan combinations -   -   

13. Adjustments -   -   

14. Exchange rate changes -   -   

15. Fair value of plan assets at end of year -$    -$    

C. Reconciliation of funded status 

1. Fair value of plan assets -$    -$    

2. Benefit obligations 47,243,762   29,974,016   

3. Funded status (plan assets less benefit
 obligations) (47,243,762)$     (29,974,016)$     

Mercer
A - 2
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Plan name

Country

Fiscal year ending on Dec 31, 2023 Dec 31, 2022

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan

US

D. Amounts recognized on the consolidated balance
 sheet position consists of

1. Noncurrent assets -$    -$    

2. Current liabilities (2,737,667)   (2,247,166)   

3. Noncurrent liabilities (44,506,095)   (27,726,850)   

4. Net amount [asset (obligation)] recognized in
 statement of financial position (47,243,762)$     (29,974,016)$     

E. Reconciliation of amounts recognized in statement
 of financial position 

1. Prior service credit (cost) 18,588,304   20,609,301   

2. Net gain (loss) 4,385,271   23,330,185   

3. Accumulated other comprehensive income (loss) 22,973,575$     43,939,486$     
4. Accumulated contributions in excess of net

 periodic benefit cost (70,217,337)   (73,913,502)   

5. Net amount [surplus (deficit)] recognized in
 statement of financial position (47,243,762)$     (29,974,016)$     

F. Components of net periodic benefit cost

1. Service cost 590,203$     834,306$     

2. Interest cost 1,563,693   1,051,514   

3. Expected return on plan assets -   -   

4. Amortization of prior service cost (2,020,997)   (2,020,997)   

5. Amortization of net (gain) loss (1,261,339)   (871,554)   

6. Curtailment (gain) / loss recognized -   -   

7. Settlement (gain) / loss recognized -   -   

8. Special termination benefit recognized -   -   

9. Net periodic benefit cost (1,128,440)$     (1,006,731)$     

Mercer
A - 3
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Plan name

Country

Fiscal year ending on Dec 31, 2023 Dec 31, 2022

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan

US

G. Changes in other comprehensive income
  Changes in plan assets and benefit obligations 
  recognized in other comprehensive income

1. Prior service cost -$    -$    
2. Net loss (gain) arising during the year (includes

 curtailment gains not recognized as a component
 of NPBC) 17,683,575   (6,739,963)   

3. Effect of exchange rates -   -   
  Amounts recognized as a component of net periodic
  benefit cost 

4. Amortization or curtailment recognition of prior
 service credit (cost) 2,020,997   2,020,997   

5. Amortization or settlement recognition of
 net gain (loss) 1,261,339   871,554   

6. Total recognized in other comprehensive loss (income) 20,965,911$     (3,847,412)$     
7. Total recognized in net periodic benefit and other

 comprehensive loss (income) 19,837,471$     (4,854,143)$     

Mercer
A - 4
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Plan name

Country

Fiscal year ending on Dec 31, 2023 Dec 31, 2022

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan

US

H. Assumptions to determine benefit obligations

Discount rate 5.17% 5.42%

Salary increase rate Not applicable Not applicable

Health care cost trend rates

Immediate trend rate 6.80% 6.30%

Ultimate trend rate 4.00% 4.00%

Year rate reaches ultimate trend rate 2049 2048

Measurement date Dec 31, 2023 Dec 31, 2022

I. Assumptions to determine net cost

Discount rate 5.42% 2.88%

Expected return on assets Not applicable Not applicable

Salary increase rate Not applicable Not applicable

Health care cost trend rates

Immediate trend rate 6.30% 5.70%

Ultimate trend rate 4.00% 4.00%

Year rate reaches ultimate trend rate 2048 2046

Mercer
A - 5
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Plan name

Country

Fiscal year ending on Dec 31, 2023 Dec 31, 2022

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan

US

J. Additional year-end information for plans with
 accumulated benefit obligations in excess
 of plan assets 

1. Projected benefit obligation Not applicable Not applicable

2. Accumulated benefit obligation Not applicable Not applicable

3. Fair value of plan assets Not applicable Not applicable

K. Additional year-end information for plans with
projected benefit obligations in excess of plan
assets 

1. Projected benefit obligation 47,243,762$     29,974,016$     

2. Fair value of plan assets -   -   

L. Cash flows 
1. Projected company contributions for following

 fiscal year 2,737,667$     

2. Expected benefit payments for FYE 

31-Dec-2024 : 2,737,667   

31-Dec-2025 : 2,712,564   

31-Dec-2026 : 2,639,518   

31-Dec-2027 : 2,637,579   

31-Dec-2028 : 2,717,276   

Next five years 14,899,200   

Mercer
A - 6
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Appendix B
Estimated net periodic benefit cost

Plan name

Country

Fiscal year ending on Dec 31, 2024

A. Net Periodic Benefit Cost

1. Service cost 889,778$   

2. Interest cost 2,371,734  

3. Expected return on plan assets -  

4. Amortization of prior service cost (2,020,997)  

5. Amortization of net (gain) loss -  

6. Curtailment (gain) / loss recognized -  

7. Settlement (gain) / loss recognized -  

8. Special termination benefit recognized -  

9. Net periodic benefit cost 1,240,515$   

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan
US

Mercer B - 1

Highlighted amount is included in 
Application Exhibit 16 
Attachment JRW-1 Schedule 
1.11 as the net periodic benefit 
expense.

03278
Highlight
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Plan name

Country

Fiscal year ending on Dec 31, 2024

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan
US

B. Additional Items For Net Periodic Benefit Cost
Calculations

1. Fair Value of Assets -  

2. Market-related value of assets -  
3. a.  Expected expenses, taxes and insurance

 premiums -  

b. Weighted for timing -  

4. a.  Expected benefits paid from plan assets -  

b. Weighted for timing -  

5. a.  Expected benefits paid by company 2,737,667  

b. Weighted for timing 1,368,834  

6. a.  Expected employer contributions to plan assets -  

b. Weighted for timing -  

7. a.  Expected participant contributions -  

b. Weighted for timing -  

8. Average future years of service H 15.99

9. Average future years of service to full eligibility H 13.40

Mercer
B - 2
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Plan name

Country

Fiscal year ending on Dec 31, 2024

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan
US

C. Benefit obligations and assets

 Funded Status
1. Accumulated postretirement benefit obligation

(APBO)

a. Active participants (17,521,809)$   

b. Inactive participants with deferred benefits -  

c. Inactive participants receiving benefits (29,721,953)  

d. Total (a. + b. + c.) (47,243,762)  

2. Fair value of plan assets -  

3. Funded status (1. + 2.) (47,243,762)$   

 Amounts to be reflected in future periods

1. Prior service cost (credit) (18,588,304)  

2. Net loss (gain) (4,385,271)  
3. Total not yet recognized in net periodic

benefit cost (1. + 2.) (22,973,575)$   

 Cumulative employer contributions in excess
 of net periodic benefit cost (70,217,337)$   

Mercer
B - 3
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Plan name

Country

Fiscal year ending on Dec 31, 2024

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan
US

D. Amortization amounts

1. Prior service cost (credit) - unrecognized base

 amounts shown as of beginning of fiscal year

a. (i)  Total unrecognized prior service cost (18,588,304)$   

(ii) Total amortization of prior service cost (2,020,997)  

b. (i)  Unrecognized prior service cost base 1 (3,165,006)  

(ii) Years remaining prior service cost base 1 7.69

(iii) Amortization of prior service cost base 1 (411,574)  

c. (i)  Unrecognized prior service cost base 2 (2,993,244)  

(ii) Years remaining prior service cost base 2 8.81

(iii) Amortization of prior service cost base 2 (339,755)  

d. (i)  Unrecognized prior service cost base 3 (12,430,054)  

(ii) Years remaining prior service cost base 3 9.79

(iii) Amortization of prior service cost base 3 (1,269,668)  

2. (Gain) loss

a. Net amount as of  beginning of fiscal year (4,385,271)$   

b. Excess of fair value over market-related value -  
c. Net (gain) loss potentially subject to

amortization (a. + b.) (4,385,271)  

d. Corridor 4,724,376  

e. Amount subject to amortization (c. - d.) -  

f. Amortization period 15.99  

g. Annual amortization -$   

Mercer
B - 4
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Plan name

Country

Fiscal year ending on Dec 31, 2024

East Kentucky Power 
Cooperative Postretirement 

Benefit Plan
US

E. Assumptions to determine net cost

Discount rate 5.17%

Expected return on assets Not applicable

Salary increase rate Not applicable

Health care cost trend rates

Immediate trend rate 6.80%

Ultimate trend rate 4.00%

Year rate reaches ultimate trend rate 2049

Mercer
B - 5
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