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January 8,2009 

Mr. .Jeff Derouen 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: PSC Case No. 2008-00409 

Dear MI. Derouen: 

Please find enclosed for filing with the Cominissioli in  the above-referenced case an 
original and nine copies of the responses of East Kentucky Power Cooperative, Inc. 
(“EWC”) to the Commission Staffs Second Data Request, dated December 16, 2008. 
An original and nine copies of EIQC’s Responses to the First Data Request ofI<entucky 
Industrial Utility Customers, Inc. (“KIUC’)), and the Attorney General’s (“AG”) Initial 
Requests for Information, both dated December 15, 2008, are also enclosed. 

D a v i d k  Smart 
General Counsel 

Eiiclosuies 

Cc: Parties of Record 

4775 Lexington Rood 40391 Tel (859) 744-4812 
FO Box 707. Winchester, Fax: (859) 744-6008 
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COMMONWEALTH OF KENTUCKY 

JAN 0 8  2009 

IN THE MATTER OF: CO[\IIMISSIOM 

BEFORE THE PUBLIC SERVICE COMMISSION 
PUBLIC SERVICE 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2005-00409 
COOPERATIVE, INC. ) 

CERTIFICATE 

STATIC OF KENTUCKY ) 

COUNTY OF CLARK ) 
) 

Gary T. Crawford, being duly sworii, states that lie has supervised the preparation 

of the responses of E,ast ICeiitucky Power Cooperative, Iiic to the Public Service 

Coinmissioii Staff Second Data Request in  the above-referenced case dated December 

16, 2008, and that the matters and things set fo~tli theiein are true and accurate to the best 

of his laiowledge, iiiformation arid belief, formed after reasonable inquiry. 

Subscribed and S W O ~ I I  before ine on this 7 d, day of Jaiiuaiy, 2009 

My Commission expires: 2 koas 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. 1 

CERTIFICATE 

STATE OF VlRGINlA ) 

COUNTY OF FAIRFAX ) 
) 

Jonathon Andrew Don, being duly sworn, states that lie has supervised the 

preparation of the responses of East Kentucky Power Cooperative, Inc to the Public Service 

Coinmission Staff Second Data Request in the above-referenced case dated December 16, 

2008, and that the matters and things set forth the1 cin are true and accurate to the best of his 

knowledge, infomation and belief, formed after reasonable inquiry 

Subscribed and swom before ine on this day of January, 2009 

Notary Public 

My Coininission expires: 

Commonwealth of Vlrglnlo 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. ) 

CERTIFICATE 

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
1 

Riclcy L Drury, being duly sworn, slates that he has supervised the preparation of'the 

responses of East Kentucky Power Cooperative, Inc. to the Public Service Com~nission Staff 

Second Data Request in the above-referenced case dated Deceruber 16,2008, and that the 

matters and things set Forth therein are true and accurate to the best of his knowledge, 

infoiiiiation and belief, formed after reasonable inquiry. 

4 
Subscribed and sworn befoie me 011 this &a day of January, 2009 

My Commission expires: 0 8. aooq 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. 1 

CERTIFICATE 

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
) 

Craig A. Jolinsoii, being duly sworn, states that he has sitpervised the preparation of 

the responses of East Kentucky Power Cooperative, Inc. to the Public Service Commission 

Staff Second Data Request in  the above-referenced case dated December 16, 2008, and that 

the matters and tliings set forth therein are true and accurate to the best of his lcnowledge, 

infoimation and belief, formed after reasonable inquiry. 

My Corniiiission expires: c(, aooq 



COMMONWEALTH OF KENTUCICY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. 1 

CERTIFICATE 

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
) 

James C Lamb, ,Jr., being duly sworn, states that he has supervised the 

preparation of the responses of East Kentucky Power Cooperative, Inc. to the Public 

Service Coiimissioii Staff Second Data Request in the above-referenced case dated 

December 16, 2008, and that the matters and things set forth therein are true aiid accurate 

to the best o f  his knowledge, inforimtion and belief, formed afler reasonable inquiry. 

Subscribed and swoiii before me on this d* day of Jaiiuaiy, 2009 

My Commission expiies: 



COMMONWEALTH OF IUCNTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST IUCNTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. ) 

CERTIFICATE 

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
) 

Robert M. Marshall, being duly sworn, states that he has supervised the 

preparation of the responses of East I<entucky Power Cooperative, Inc. to the Public 

Seivice Commission Staff Second Data Request in the above-referenced case dated 

December 16, 2008, and that the matters and things set forth therein are true and accurate 

to the best of his knowledge, infoI~natioli a id  belief, formed after reasonable inquiry. 

Subsciibed atid sworn before iiie 011 this  day of January, 2009. 

My Comiiiission expires: 
~ a. 8 aooq 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLlC SERVICE COMMISSlON 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. 1 

CERTIFICATE 

STATE OF KENTUCKY ) 
1 

COUNTY OF CLAN< ) 

Frank .J. Oliva, being duly swoin, states that he has supervised the preparation of the 

responses of East Kentucky Power Cooperative, Inc. to the Piiblic Service Commission Staff 

Second Data Request in  the above-referenced case dated December 16, 2008, and that the 

matters and things set forth therein are true and accurate to the best of his knowledge, 

information and belief, formed after reasonable inquiry. 

Subscribed and sworn before nie 011 this &a day of January, 2009. 

My Commission expires: 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. ) 

CERTIFICATE 

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
) 

William Steven Seelye, being duly sworn, states that he has supervised the 

preparation of the responses ofE,ast Kentucky Power Cooperative, Inc. to the Public 

Service Commission Staff Second Data Request iii the above-referenced case dated 

December 16, 2008, aiid that the matters and things set forth therein are true and accurate 

to the best of his knowledge, infomiation and belief, fomed after reasonable inquiry 

My Commission expires: 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. ) 

CERTIFICATE 

STATE OF VIRGINIA ) 
) 

CITY OF RICHMOND ) 

Daniel M. Walker, being duly sworn, states that he has supervised the preparation of 

the responses of East Kentucky Power Cooperative, Inc. to the Public Service Commission 

Staff Second Data Request in the above-referenced case dated December 16, 2008, and that 

the matters and things set forth therein are true and accurate to the best of his knowledge, 

information and belief, formed after reasonable inquiry. 

5 day of .January, 2009. 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST KENTUCKY POWER ) 2008-00409 
COOPERATIVE, INC. ) 

CERTIFICATE 

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
1 

Ann F. Wood, being dilly swoiii, states that she has supervised the preparation of tlie 

responses of East ICeiituclcy Power Cooperative, Inc. to the Public Service Commission Staff 

Second Data Request in the above-referenced case dated December 16, 2008, and that the 

matters and things set forth tlierein are true and accurate to the best oilier knowledge, 

information and belief, formed after reasonable inquiry. 

t f L  Subsciibed and sworn before me on this 29 day ofJaniiaiy, 2009 

My Commission expires: 



COMMONWEALTH OF ICENTUCICY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

GENERAL ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 
OF EAST ICENTUCICY POWER ) 2008-00409 
COOPERATIVE, INC. 1 

RESPONSES TO COMMISSION STAFF’S SECOND DATA REQUEST 
TO EAST I(ENTUC1CY POWER COOPERATIVE, INC. 

DATED DECEMBER 16,2008 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 1 

RESPONSIBLE PERSON: 

COMPANY: 

Frank J. Oliva/Ann F. Wood 

East Kentucky Power Cooperative, Inc. 

Request 1. Refer. to tlie inforiiiation at Tab 19 in Voluiiie 1 of East Kentucky's 

application which shows tlie fiiiaiicial data for tlie forecasted test period as adjustments to 

tlie base period. 

Request la .  

Excludes Fuel iiicreasing by $10.4 million, or nearly 18 percent, froiii the base period to 

tlie forecasted test period. Explain thoroughly why this cost category is expected to 

increase by this magnitude. 

The first line under Operations Expenses shows Production Costs - 

Response la.  

Spurlock Unit # 4 in April, 2009, Unit # 2 Scrubber. in January, 2009, and Unit # 1 

Scrubber in Jdy,  2009 Limestone expense will increase $7.7 million and magnesium 

expense will increase $2,2 iiiillioii This $9.9 million is 95% of tlie $10.4 million 

increase between base period and forecast period. 

The $10.4 iiiillion increase can be attributed to tlie start up of 

Request 1 b. 

Spurlock Unit No. 4 ("Spurlock 4), which is described elsewhere as resulting iii East 

ICeiitucky reducing its reliance 011 purchased power to meet its members' demands. 

Provide a detailed description of the process used lo develop tlre forecasted level o f ( ] )  

All 12 months of the forecasted test period iiiclude tlie operation of 



PSC Request 1 
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fuel costs, which is 42 percent ($126.7 million) greater tliaii tlie level of fuel costs in tlie 

base period aiid ( 2 )  purchased power, which is 55 percent ($94.7 million) less than tlie 

level of purchased power in the base period 

Respouse lb .  

projectioiis. This program simulates real time system operation on an hourly, 

clxonological basis. Fuel prices included in the iiiodel analysis were based on tlie most 

recent fuel price foi-ecast from Energy Ventures Analysis (EVA). Purchased power price 

projections included in the model were provided by ACES Power Marketing., 

EKPC uses the RT Siiii iiiodel for detailed production cost 

Reauest IC. 
test period of $26 7 million is 11 percent gieater than tlie level included in the base period 

of $24 0 iiiillioii Explain tlioioughly why this expense is expected to increase by this 

amount 

Tlie level of adiiiinistiative and geiieral expenses in tlie foiecasted 

Response IC. Tlie level of administrative and geiieral expenses i n  tlie forecasted 

test year is approximately $2.6 million or 11% greater than tlie level included in tlie base 

period. 

This is an increase i n  the following: regular time labor - $650,000; defiiied benefit 

retirement plan - $567,000; 401K employer contributions - $281,000; medical insurance 

PPO - $5 19,000; maintenance & service agreements - $523,000; aiid employee education 

including training oii new financial software - $5 18,000. 

Request Id. 

test period, which is nearly 19 percent lower tliaii the $60.0 million included in tlie base 

period. E,xplaiii thoroughly why this expense is expected to decrease by this aiiiotrnt 

Production maintenance expense is $48.7 million in the foi.ecasted 



PSC Request 1 

Page 3 of .3 

Response Id. Production maintenance expense in the forecasted test period is 

$1 1.3 million or 19% lower than the base period due to tlie Spurlock Unit #2 ten-year 

overhaul being completed in 2008. 

Request le.  

geater in tlie forecasted test period than in the base period. Provide a brealtdown of this 

increase which identifies how much is related to Spurlock 4 or other items of utility plant 

wliich go into service after tlie base period, and how much is for the noriiialization of 

depreciation expeiise 011 plant in service by tlie end of tlie base period 

Depreciatioiiiaiiiortizatioii expense is $20.7 million (47 percent) 

Response le. 

increase in depreciation of$29 7 million is biolcen down as follows: 

As reflected iii Applicalion Voltune 1, Tab 19, East Kentuclcy’s 

Depreciation amount in Test 
Project Period 

Spurlock Unit 4 
Spurlock 1 Scrubber 
Spuiloclc 2 Sciubber 
CT’s 
Misc piojects added to plant 

$1 3,120,212 
$5,532,800 
$G,175,G82 
$3,059,635 
$1,811,671 

$29,700,000 

Became Applicatioii Volume 1, Tab 19, reflects a “diffeience” between the base and 

forecasted pcliods, norinaliza~ioii is not applicable. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 2 

RESPONSIBLE PERSON: Robert M. Marshall 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 2. Refer to the first complete sentence on page 5 ofthe Testimony of 

Robert M. Marshall ("Marshall Testimony") concerning East ICentucky's possible failure 

to meet its 2009 debt covenants if an increase in its rates is delayed even a month or two. 

Reconcile this statement with item 2 of East Kentucky's response to the data requests 

made at the November 13. 2008 iiifoiinal conference held in this case 

Resoonse 2. 

the Coinmission Stafrs First Data Request regarding EIUJC's request to establish a 

Regulatory Asset in this case. 

The reconciliation is contained in EIQC's response to Item l a  of 
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EAST ICENTUCIW POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 3 

RESPONSIBLE PERSON: Robert M. Marshall 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 3. 

to line 1 on page 7 of the Maishall Testimony Piovidc a detailed desciiption 01 each oT 

the cost containment initiatives identified in  the answer 

Refei to the answer beginning 011 linc 19 of page 6 and continuing 

Response 3. 

initiative identified in the Marshall Testimony. 

Please find below a detailed description of each cost containment 

Reduction in defined benefit ulan level - EICPC’s defined benefit plan is only available 

to employees hired before January I ,  2007. Effective .January 1, 2008, the benefit level 

was reduced from a 2.0 cost ofliving adjustnient (C0L.A) benefit to a 1 3  non-C0L.A 

benefit. 

Increase in  emaloyee medical plan contributions - Employee contributions were 

required for the first time .January 2007 Employees pay 10% for single and 15% for 

dependents. The percentage is based on the fnnding required for each employee 111 

2008, the employee contribution did not increase; however, the 2009 contributioii will 

increase by 5%, 

Eliinination of salarv increases in  2007 - No salary incieases weie given in 2007 
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Iinuroveiiients in the comuetitive biddine urocess - EKPC lias placed a greater emphasis 

on supply chain, with improved focus on negotiations on price, delivery, warrantees, and 

other non-price conditions, 

Materials standardization - EIWC is standardizing and aggregating the purchase of 

selected items, consolidating suppliers to achieve volume discounts, and expanding 

suppliers lists where appropriate 

Imurovenients in  powel ulant efficiencies - EIQC conlinucs to blend fuels, optimize its 

plant maintenance scheduling, and identify non-fuel opportunities EIQC is pulsing 

wing non-original equipnrent nianufactui eis (OEM) for plant inaintenance outages 

Deferriiirz coillotiter software upgrade - EIQC lias deferred the upgrading of its 
PeopleSoft financial software. The iniplementatioii date of the PeopleSoft financial 

software was January 1, 1999. 
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Page 1 o f 2  

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 4 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East I<entnclcy Power Cooperative, Inc. 

Request 4. 

Testimony, which refers to East I<eiitucky's new rates being passed through on a 

proportional basis when they are iinpleniented in this case and "[aldopting a new cost- 

based rate structure beginning one year later." 

Refer to the answer in the middle of page 9 of the Marshall 

Request 4a. 

on the proposed cost-based rate structure, whjcli is referred to elsewhere in  the 

application as Phase Two Rates, in this proceeding. 

Explain whether East ICentucky intends for the Commission to rule 

Response 4a. 

proposed cost-based rate structure (Phase Two Rates) iii this proceeding 

Yes. East ICentucby intends for the Coiiiiiiission to rule on the 

Request 4b. 

member cooperatives do not include Phase Two retail rates. When, approximately, are 

their applications for authority to implement Phase Two rates expected to be filed? 

The pass-through applications filed by E.ast ICentucky's sixteen 

Response 4b. 

notice requirements for a generation and transmission cooperative or a distribution 

KRS 278.180, which is referenced by 807 IWR 5:007 (Filing and 
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cooperative to decrease rates or for a distribution cooperative to change rates to reflect a 

change in the rates of its wholesale supplier), requires a 30 day notice to be filed with the 

Commission. EIQC would adhere to that requirement on behalf of its iiiember systems. 

The reason tliat EIU'C filed notice on behalf of inany ofits meniber systems of the Phase 

I rates (and not the Phase I1 rates) was that the Phase I rates were filed with an effective 

date ofDecember 1,2008. Because the Phase 11 rates would not be implemented iintil 12 

months after the impleineiitatioii of the Phase 1 rates, it was not necessary to file the pass- 

through ofthe Phase 11 rates at the same time as the Phase I pass-through to meet the 30- 

day filing requirement of KRS 278.180. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 5 

RESPONSIBLE PERSON: David G. Eames 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 5. 

Testimony") concerning the hasis for East Kentucky's requested increase in rates. 

Among other things, the answer beginning on line 10 refers to the scheduled installation 

of two combustion turbines ("CTs") at the Smith Station in October of 2009. That 

installation will occur five months into East Kentucky's proposed test year. Explain 

whether the proposed forecasted test year includes 12 months of costs for the two CTs or 

only costs for the period October 2009 tlxough May 2010. Provide references to 

documents, schedules, etc. in the application which support the explanation. 

Refer to page 2 ofthe Testimony of David G. Eames ("Eaiies 

Response 5. 

Smith Station for the nine months beginning in September 2009. At the time the budget 

was prepared, that was the pmjected operational date. A1 a later time the operational date 

was changed to October 1 ". 

The proposed forecasted test year includes costs for the two CTs at 

Refer to Eames Exhibit 1 in the Application of this case. The depreciation expense on Row 

17 increases by $340,105 in September 2009 The change in September includes the first 

month's depreciation for the two CT's which is $339,960 per month. Nine months 
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of depreciation on the two CTs were incltided in the Test Year budget totaling 

approximately $3,059,640. 
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EAST ICENTUCICY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 11/16/08 

REQUEST 6 

RESPONSIBLE PERSON: David G. Eames 

COMPANY: East I<entucky Power Cooperative, Inc. 

Request 6. 

point font. 

Refei to Eames Exhibit 1. Provide this exhibit in at least a 10 

Response 6 .  Please see the iespoiise on the enclosed CD 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 7 

RESPONSIBLE PERSON: Jonathon Andrew Don 

COMPANY: East I<entucky Power Cooperative, Inc. 

Request 7. 

iegarding his discussioii of the conditions of the credit markets since September 2008 

Refei to pages 4-5 of the Testiiiiony of Jonathan Aiidiew Don 

Request 7% 

markets since late October of 2008, which Mr. Don believes would impact the basis point 

spread or the closing fees he believes would 11ave applied to East ICentucky as of October 

20.2008. 

Identify and describe any changes, positive or negative, iii credit 

Response 7a. 

2008 from the conditions that existed in October 2008. Attachiiieiit 1 shows two charts 

which depict the significant drop off experienced in the syndicated loan market in  

calendar year 2008 as compared to prior years (the levels for 2008 represent volume 

through December 23, 2008). The number of active participants in the credit marlcets 

continues to be very limited and credit is only being provided by banks and other 

financing institutions to those coiiipaniesi borrowers with which the bank or institution 

has had a long and profitable business relationship, Capital continues to remain very 

scarce and significantly increased due diligence i s  being conducted by any lender that is 

even considering providing capital. Those lenders that are approving credit at the 

The credit markets are not sigiificaiitly different in Deceiiiber 
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current time are mainly looking to roll-over or renew existing credit facilities with no 

new money being made available to borrowers. In addition iitnnerous lenders are using 

any forin of request (amendment or modification request) fioni a borrower to either re- 

price an existing transaction or reduce exposiire levels. Attachment 2 details the loan 

pricing / credit spreads for the indicated utility companies and is representative of tlie 

credit facility transactions that were closed in tlie fourth quarter of 2008. 

Request 7b. 

be for a term of only one year as conipared to tlie five-year term of East ICentucky’s 

existing private credit facility. 

Explain in  detail why Mr. Don believes a new credit facility would 

Response 7b. 

loans made to energy based and utility companies in the 4”’ quarter of 2008. As depicted, 

the tenors of the facilities range in matuiity from five to twelve months The majority of 

the utilities listed have ratings that are equal to or better than ilie expected rating of East 

ICentucky if East Kentucky were to seek a credit rating from tlie rating agencies 

Attaclinient 2 contains a representative sample of tlie syndicated 
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2008 Syndicated Lendincl Charts 

Overall U S .  Syndicated Lending 

2000 2001 2002 2003 2004 2005 2006 2007 YTD 
2008 

I. 

US. Utilities Syndicated lending ,- 14% 
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EAST IaNTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 8 

RESPONSIBLE PERSON: Daniel M. Wallter 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 8. Refer to page 4 of the Testimony of Daniel M., Wallcer (“Wallcer 

Testimony”) and Exhibit DMW-2. For each of the five categories that ratings agencies 

use to evaluate cooperative utilities, piovide a direct comparison of East ICeiituclcy’s 

category profile with those of the other cooperatives in the reference group. 

Response 8. Please see page 2 of this response 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 9 

RESPONSIBLE PERSON: Daniel M. Walker 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reouest 9. 

tlie discussion tindei the heading Flexibilitv to Chanee RatesiReeulatoi y Enviioninent 

Refei to the text on page 6 of the Walltei Testimony, specifically, 

Request 9a. 

statement, “In Moody’s evaluation of risk, financial perfoiiiiance and late flexibility 

account for 60% of the credit evalua~ion ” 

Piovide a copy of the Moody’s document that supports the 

Response 9a. 

Factor 2: Rate Flexibility is 20% and Factor. 4: 3-Year Average G&T Fiiiaiicial Metrics is 

reported to be 40%, The coinbinatioii o f  Factor 2 and 4 restilt in 60% of the ratings 

evaluation. 

Attached is the published Moody’s rating matrix. Please note that 

Request 9b. 

rating agencies, Standard & Poors (“S&P”) and Fitch. Provide the percentages o f  theii. 

credit evaluatioiis which S&P and Fitch assign to these two evaluation areas. 

Earlier in  the testimony, Mr Walker refers to the other inajor 

Response 9b. 

However., iny experience would suggest they use siinilar rating ineasiires 

Neither S&P nor Fitch publishes a matrix similar to Moody’s. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 10 

RESPONSIBLE PERSON: David G. Eames 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 10. 

the discussion undei the Iieading Long-telm Wholesale Contracts 

Refer to the text on page 6 of the Wallcei Testimony, specifically, 

Request loa. 

extend existing contracts for 30 years or more. Provide the term (length) of East 

ICeiitucky’s existing wholesale power contracts with its member cooperatives. 

The second sentence states that the trend in the industry is to 

Respoiise loa. 

inember cooperatives are effective until .January I ,  2041 

East ICentucky’s existing wholesale power contracts with its 

Request lob. If the teiiii of East ICentucky’s existing wholesale power contiacts 

is less than 30 yeais, identify and describe what steps East I<entucky is taking, if any, to 

extend the teiiiis 

Response 10b The remaining term is greater than 30 years 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSlON STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 11 

RESPONSIBLE PERSON: Daniel M. Walker 

COMPANY: East Kentucky Power Cooperative, lnc. 

Request 11. 

compares East IGxtucky’s average Times Interest E.arned Ratio (“TIER’) for the years 

2005-2007 with those of five generation and transmission cooperatives which have at 

least a “BBB” debt rating fiom one of the t h e  major debt rating agencies. Explain 

whether Mr. Walker is aware of East ICentucky’s alleged violations ofthe Clean Air Act 

with respect to the Dale Geiierating Station and the impact the alleged violations had on 

its TlERs during the period of time used in  his comparison, i e., TlERs that are found in 

the response to item 24 oftlie Commission Staffs First Data Request (“Staff’s First 

Request”). 

Refer to the table on page 10 of the Walker Testimony, which 

Response 11. 

would discotilit the TIER earned in 2007 and likely consider a TIER ofonly 1 . 2 5 ~  for 

that year and also restate the TIER in 2005 Thus, when they consider the three year 

average without the effect of the alleged violation the three year average of 1.,14x would 

most likely be insufficient to achieve a rating between BBB+ and A+. 

Mr. Walker is aware of the impact on TIER. The rating agencies 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 1211 6/08 

REQUEST 12 

RESPONSIBLE PERSON: Frank J. Olivn 

COMPANY: East ICentucLy Power Cooperative, Inc. 

Request 12. Refei to the Walket Testimony at pages 11-12 and Exhibit DMW-3 

Request 12a. 

During ConslIttction (“AFUDC”) accounting treatment of construction costs. 

Identify which East Kentucky lenders require Allowance for Funds Used 

Response 12a. 

required by tlie RUS Uniforiii System of Accounts. 

Absent current recovery through rates, tlie accrual of AFUDC is 

Request 1Zb. 

million private credit facility have been utilized since the test year in East Kentucky’s 

2006 rate case, including wlietlier aiiy have been used to provide short-term bridge-type 

financing to enable construction to proceed while tlie Rural Utilities Service (“RUS”) or 

some other peiiiianent lender provides final long tenii loans 

Provide an explaintion of exactly how draws froiii the $650 

Response 12b. 

to provide bridge-type finaiiciiig for various capital projects, including tlie constritction of 

Sptirloclc Unit #4, Spurlock Unit #2 Scrubber, Spurlock Unit #I Scrubber, pre- 

construction costs for Smith Unit # I  CFB, and for general corporate purposes 

Proceeds of E.I(PC’s $650 million Credit Facility have been used 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 1.3 

RESPONSIBLE PERSON: David G. Eames 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 13. Refer to the Walker Testimony at page 12. 

Request 13a. 

coal-fired generating unit at its Smith Station 

Explain how East ICentucIcy is currently anticipating finalicing the 

Response 13a. 

will allow EIQC to secLire financing of the Smith CFB unit tliiough piivate souices. 

EIQC has applied to the RUS foi a lieii accommodation, which 

Request 13b. 

AFUDC accounting treatment will still be employed for construction costs 

If private financing is being contemplated, explain whet he^ 

Response 13b. 

approve the recovery of all interest costs tl~rougli current rates. This will eliminate the 

need for EIQC to employ AFUDC accounting treatment for interest related to 

construction costs 

In the current proceeding, EICPC is requesting the Coinmission to 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQLJEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 14 

RESPONSIBLE PERSON: Daniel M. Wallcer 

COMPANY: East ICentucky Power Cooperative, Inc. 

Request 14. Refei to the Walker Testimony at page 14 

&nest 14a. 

an investoi-owned electric utility 01 an electric cooperative if i t  is iegulated 

Explain whetliei I atings agencies atitoinatically downglade either 

Response 14a. 

ordeis rather than just being regulated 

Downgrades are liltely to oectii as tlie iesult of specific regulatory 

Request 14b. 

electiic cooperatives 

Explain why it is valid to compare East Kentucky to uniegulated 

Response 14b. 

to attract capital in the capital inarltets whether their rates are regulated by a state or 

federal regulated authority or solely regdated by their board. 

Each of the coopei~alives listed on Exhibit DMW-1 must compete 

Request 14c. 

utility (“G&T”) owns its distribution cooperatives or whether the distribution 

cooperatives own tlie G&T. 

For Oglethorpe, explain whether the Generation and Transinission 
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Response 14c. Oglethoipe is owned by its meinbeis 

Request 14d E.xplain why Oglethorpe’s members renegotiated the contracts to 

allow individual members to be responsible for their own load gowth and whether this 

means that they can purcbase power from a different power supplier. 

Response 14d. These renegotiated contracts covered a nuiiiber of issues of which 

power supply was the most significant issue, The contract renegotiation occtrired in tire 

era ofnatioiial debate on the deregulation of wholesale electric markets. It is my 

understanding that several of Ogletliorpe’s ineinbers felt, at the time, they could do better 

purchasing their individual future load on the iiiarlcet rather than liom Oglethorpe. Each 

of Oglethoipe’s members coiilracted individnally with altelnative power suppliers after 

the contracts were changed 
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EAST IU3NTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2UU8-UU4UP 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 15 

RESPONSIBLE PERSON: Daniel M. Walker 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reauest 15. Refer to the Walker Testimony at page 14 and Exhibit DMW-3 

Request 15a. 

order to increase their rates. 

ldentify which of the electric cooperatives have to file rate cases in 

Response 15a. 

rates. All other G&Ts raise rates either as needed or as p a t  of their annual budget 

Only Chugach and Arkansas have to file rate cases to raise base 

process 

Request 15b. 

mechaiiisiiis similar to East Kentucky’s fuel adjustment clause (“FAC”) and 

eiiviroiimental surcharge. 

Of these electric cooperatives, identify which have rate adjustment 

Response 15b. 

nieclianisiiis except Associated, It is also understood that all the rated cooperatives 

recover environmental related costs in a tiiiiely nianner through base rates. 

It is my understanding that all the G&Ts have file1 adjustiiieiit 
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EAST IaNTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 16 

RESPONSIBLE PERSON: Fmnk J. OIiva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 16. 

the exhibit shows that the entire $650 iiiillioii ciedit facility is being utilized 

Refei to the Walker Testimony at Exhibit DMW-3 Explain why 

Response 16. 

the entire amount, either through the credit facility or other financing means, as of 

5/3 1/2010. The majority of these expenditures are expected to provide bridge financing 

for capital projects, such as the Cooper air quality control systeiu and Smith Unit #I 

CFB. 

East Kentucky Power Cooperative, Inc, is projecting the need for 
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EAST IUENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA JlEQUEST DATED 12/16/08 

REQUEST 17 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 17. 

Testimony”) Mr Crawford states that, in addition to coal, a circulating fluidized bed 

(“CFB) plant can biirii biomass and tires. Explain whether the forecasted test year fuel 

amount of $40.3,441,802 deducted koin expenses in William S. Seelye Exhibit 2, 

Schedule 1,01, includes biomass and tires, If yes, by generating unit, provide the 

projected quantity and cost for biomass aiid iiicliided in the test year file1 aiiiount 

Refer to page .3 ofthe Testimony of Gary T. Crawford (“Crawford 

Response 17. 

fuel amount 

Biomass aiid tires weie not included in the forecasted test yeai’s 
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EAST IUENTUCICY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 18 

RESPONSIBLE PERSON: Gary T. Crawford 

COMPANY: East ICentucky Power Cooperative, Inc. 

Request 18. 

discussion ofthe most recent cost estimates of the Spurloclc 4 and Smith 9 and 10 

construction projects, which are less tliaii the cost estimates included in East ICentucky's 

2009 budget approved by its board of directors. 

Refer to pages 3-6 of the Crawford Testiiiioiiy, specifically the 

Request 1811. 

by its board of directors 

Provide the date that East ICentucky's 2009 budget was appioved 

Response 18% 

directois 011 September 9, 2008 

East Kentucky's 2009-201 1 budget was approved by its board of 

Request 18b. 

forecasted test year are those iiicluded in the 2009 budget or the more recent, lower costs 

estimates identified in the Crawford Testimony. Provide references to documelits, 

schedules, etc. in the applicatioii which support the explanation 

E,xplain whether the costs estimates included in East Kentucky's 

Response 18b. 

$162,500,632 Tor Smith 9 & 10 as included i i i  East ICentucky's foiecasted test year ale 

The cost estimates of $532,220,813 foi Sptrrlock 4, and 
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included in the 2009-201 1 budget and was pieviously submitted as Gary Ciawford 

Testimony Exhibit GTC-A 

Reauest 18c. 

on which East I<entucky filed its request for a lien accommodation fiom RUS to enable it 

to seek financing for the Smith 1 Generating Unit fiom a source other than RUS. 

Refer to pages 8-9 ofthe Crawford Testimony. Provide the date 

Response 18c. 

RUS on November 5, 2008 to enable it to seek financing for the Smith Unit 1 Generating 

Unit fiom a source other than RUS. 

East ICentucky filed its request for a lien accommodation fiom 

Reauest 18d. 

Provide tlie detailed cash flow which has been developed for tlie Smith 1 project based on 

a January 1, 2010 date to start Construction. 

Refer to lines 19-20 on page 9 ofthe Crawford Testimony 

Response 18d. 

Smith Unit 1 Pioject based on a Jantiaiy 1, 2010 date to s ta t  coiistiuction 

Attached is the detailcd cash flow which was developed foi the 
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- 

UNIT 1 ESTIMATED Total Thru Aug Sep 
CONTRACT COST(2) July 2008 2008 2008 

SMITH STATION UNIT 1 
ESTIMATED CASH FLOW -AUGUST 2008 

TURBINE GENERATOR 38,000,000 25,569,139 
SITE IMPROVEMENTS 6.1 00,000 
FEEDWATER HEATERS 1,684,665 1,516,199 
DEAERATOR 450,000 
CONDENSER 2,661,835 2,395,652 
CIRCULATING WATER PUMPS 1,100,000 
CONDENSATE PUMPS 450,000 - 
BOILER FEED PUMPS 2,962,378 2,666,140 
DISTRIBUTED CONTROL SYSTEM 2,650,000 
FANS 4,400,000 - 
ASH HANDLING EQUIPMENT 5,200,000 
TURBINE BRIDGE CRANE 650,000 - 
ALLOY PIPING 4,400,000 2,800,000 
LARGE POWER TRANSFORMERS 3,400,000 
MEDIUM POWER TRANSFORMERS 1,600,000 
SMALL POWER DISTRIBUTION TRANSFORMERS 850,000 
GENERATORBREAKER&lSOPHASE 3,300,000 - 
SWITCHGEAR 6,000,000 
BOILER ISLAND 264,000,000 81,403,500 
EMISSIONS MONITORING 450,000 

CHIMNEY 7,500,000 
COOLING TOWER 3,900,000 
CIRCULATING WATER PIPE 5,500,000 
CONCRETE BATCH PLANT‘” 6,000,000 
SUBSTRUCTURE1 19,100,000 - 
SUBSTRUCTURE II 9,400,000 
ASH SILOS 12,700,000 - 
TURBINE BUILDING STRUCTURAL STEEL 8,900,000 
BUILDING & MECHANICAL WORK 109,700,000 
ASH HANDLING INSTALLATION 4,600,000 
RIVER WATER INTAKE & PUMPHOUSE 6,800,000 
ELECTRICAL & INSTRUMENTATION WORK 28,500,000 
PAINTING 4,200,000 
ENGINEER -STANLEY CONSULTANTS 22,130,000 7,516,600 
BUDGETED CONTINGENCY‘~) 45,520,000 
S U B T O T A L ( 3 )  700,158,878 123,867,230 

NOTES 

55,400,000 - COAULIMESTONE HANDLING -~ 

74,517 74,517 - 

- 
- 

- 
- 
- 
- 
- 

- 
- 

100,000 100,000 

- 
- 
- 

- 

- - 
- 
- 

10,000 10,000 

184,517 184,517 

- 
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SMITH STATION UNIT 1 
ESTIMATED CASH FLOW -AUGUST 200 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY I ,  2012 
2 CONTRACT COSTS - SEE AUGUST 2008 PLAl 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 

5 INCLUDED WITH G261 IN RECENT COST EST 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 

Page 2 of 14 



PSC Request 18(d) 
Attach men t 
Page .3 of 14 __ em 

Stanley Consultants INc 

SMITH STATION UNIT 1 

I 1 I 

ESTIMATED CASH FLOW -AUGUST 200 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,20 1: 
2 CONTRACT COSTS - SEE AUGUST 2008 PLAl 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 
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NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1.201: 
2 CONTRACT COSTS -SEE AUGUST 2008 PLAl 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4. CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 
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SMITH STATION UNIT I 
ESTIMATED CASH FLOW -AUGUST 200 
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NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,201: 
2 CONTRACT COSTS - SEE AUGUST 2008 PLAl 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 

Page 5 of 14 



a3 
Stanley Consultants INC 

SMITH STATION UNIT 1 
ESTIMATED CASH FLOW -AUGUST 20a 
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Aug Sep Oct Nov 
2010 2010 2010 2010 

TURBINE GENERATOR 74,517 74,517 74,517 
SITE IMPROVEMENTS 
FEEDWATER HEATERS 
DEAERATOR 
CONDENSER - 
CIRCULATING WATER PUMPS 99,000 
CONDENSATE PUMPS 
BOILER FEED PUMPS 
DISTRIBUTED CONTROL SYSTEM 119,250 119,250 119,250 
FANS 396,000 
ASH HANDLING EQUIPMENT 187,200 187,200 
TURBINE BRIDGE CRANE 58,500 
ALLOY PIPING - 
LARGE POWER TRANSFORMERS 
MEDIUM POWER TRANSFORMERS 
SMALL POWER DISTRIBUTION TRANSFORMER 153,000 
GENERATOR BREAKER & ISOPHASE 148,500 148,500 
SWITCHGEAR - 270.000 
BOILER ISLAND 4,559,000 5,212,800 7,973,600 
EMISSIONS MONITORING 
COALlLlMESTONE HANDLING 1,994,400 1,994,400 1,994,400 
CHIMNEY- 
COOLING TOWER 390,000 
CIRCULATING WATER PIPE 544,500 544,500 
CONCRETE BATCH PLANT‘” 2 16,000 216,000 216.000 
SUBSTRUCTURE I 859,500 859,500 859,500 
SUBSTRUCTURE I1 
ASH SILOS 571,500 428,625 428,625 
TURBINE BUILDING STRUCTURAL STEEL 320,400 320,400 320,400 
BUILDING & MECHANICAL WORK 987,300 1,974,600 1,974,600 
ASH HANDLING INSTALLATION 
RIVER WATER INTAKE & PUMPHOUSE 306,000 816,000 816,000 
ELECTRICAL & INSTRUMENTATION WORK 
PA1 NTI N G 
ENGINEER - STANLEY CONSULTANTS 350,000 350,000 350,000 
BUDGETED CONTINGENCY‘4’ 1,106,300 1,189,200 1,339,200 

SUBTOTAL 12,585,867 14,988,992 17,037,592 

~ 

NOTES 

74,517 

1 19,250 

327,600 
29,250 

3 0 6,O 0 0 

153,000 
148,500 

8,536,700 

1,994,400 

- 

- 

216,000 
859,500 

428,625 
320,400 

1,974,600 

816,000 

350,000 
1,416,600 

18,070,942 
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Feb Mar 
CONTRACT 2010 201 1 201 1 2011 
TURBINE GENERATOR 74,517 74.517 
SITE IMPROVEMENTS 
FEEDWATER HEATERS 168,466 
DEAERATOR 20,250 
CONDENSER 266,183 
CIRCULATING WATER PUMPS 49,500 
CONDENSATE PUMPS 162,000 
BOILER FEED PUMPS 296,238 
DISTRIBUTED CONTROL SYSTEM 119,250 178,875 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,2012 
2 CONTRACT COSTS -SEE AUGUST 2008 PLAI 
3 OWNERS COSTS, IDC. SUBSTATION NOT IN( 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 

74,517 74,517 

I2 1,500 

178,875 178.875 

Page 7 of 14 

FANS 
ASH HANDLING EQUIPMENT 327,600 327,600 
TURBINE BRIDGE CRANE 
ALLOY PIPING 
LARGE POWER TRANSFORMERS 306,000 306,000 
MEDIUM POWER TRANSFORMERS 144,000 
SMALL POWER DISTRIBUTION TRANSFORMER 153,000 153,000 
GENERATOR BREAKER & ISOPHASE 148.500 148,500 
SWITCHGEAR 1,350,000 
BOILER ISLAND 7,483.200 6,956,500 
EMISSIONS MONITORING - 
COALlLlMESTONE HANDLING 1,994,400 1,994,400 
CHIMNEY 
COOLING TOWER 195,000 
CIRCULATING WATER PIPE 
CONCRETE BATCH PLANT") 216,000 324,000 
SUBSTRUCTURE1 859,500 859,500 
SUBSTRUCTURE I1 84,600 169,200 
ASH SILOS 428,625 428.625 
TURBINE BUILDING STRUCTURAL STEEL 440,550 881,100 
BUILDING & MECHANICAL WORK 1,974,600 2,961,900 
ASH HANDLING INSTALLATION 
RIVER WATER INTAKE & PUMPHOUSE 8 16,000 816,000 
ELECTRICAL & INSTRUMENTATION WORK 513,000 513,000 
PAINTING 
ENGINEER - STANLEY CONSULTANTS 350,000 400,000 
BUDGETED CONTINGENCY") 1,491,000 1,628,000 

SUBTOTAL 19,110,729 20,991,967 

550,000 
~~ - ~ ~ 

327,600 327,600 

306,000 306,000 
144,000 144,000 

148,500 148.500 

7.101.800 5,812,200 

1,994,400 1,994,400 
675,000 

195,000 195,000 

324300 324,000 
859,500 859,500 
972,900 972,900 
428.625 428,625 
881,100 881,100 

2,961,900 2,961,900 

- 

- 

8 16,000 
769,500 769,500 

400,000 400,000 
1,600,000 1,577,000 

20,605,7 17 19,030,617 
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Mav Jun Jul 

. . .. . . . . . . - 
ENGINEER - STANLEY CONSULTANTS 350,000 
BUDGETED CONTINGENCY''' 1,513,000 

SUBTOTAL 18,154,567 

350,000 350,000 350,000 
1,949,700 1,708,000 1,785,000 

24,572,092 20,823,075 21,868,975 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,201: 
2 CONTRACT COSTS - SEE AUGUST 2008 PLAl 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4. CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH (3261 IN RECENT COST EST 

Page 8 of 14 
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ESTIMATED CASH FLOW -AUGUST 200 

A w  Sep Oct 
CONTRACT 201 1 201 1 201 1 
TURBINE GENERATOR 445,400 534,450 534,450 
SITE IMPROVEMENTS 
FEEDWATER HEATERS 
DEAERATOR 
CONDENSER 
CIRCULATING WATER PUMPS 
CONDENSATE PUMPS 
BOILER FEED PUMPS 
DISTRIBUTED CONTROL SYSTEM 178,875 178,875 178.875 
FANS 
ASH HANDLING EQUIPMENT 327,600 327,600 327,600 
TURBINE BRIDGE CRANE 65,000 
ALLOY PIPING 
LARGE POWER TRANSFORMERS 
MEDIUM POWER TRANSFORMERS 144,000 72,000 
SMALL POWER DISTRIBUTION TRANSFORMER 
GENERATOR BREAKER & ISOPHASE 148.500 297,000 297,000 
SWITCHGEAR 
BOILER ISLAND 5,031,200 5,049,400 6,230,000 
EMISSIONS MONITORING 
COALlLlMESTONE HANDLING 2,493,000 1,994,400 1,994,400 
CHIMNEY 675,000 675,000 675,000 
COOLING TOWER 455,000 260,000 
CIRCULATING WATER PIPE 
CONCRETE BATCH PLANT") 216,000 216,000 216,000 
SUBSTRUCTURE I 515,700 51 5,700 51 5,700 
SUBSTRUCTURE II 972,900 972,900 423,000 
ASH SILOS 685.800 685,800 685,800 
TURBINE BUILDING STRUCTURAL STEEL 
BUILDING &MECHANICAL WORK 4,936,500 5,923,800 5,923,600 
ASH HANDLING INSTALLATION 207,000 372,600 
RIVER WATER INTAKE & PUMPHOUSE 
ELECTRICAL & INSTRUMENTATION WORK 1,282,500 1,539,000 1,539,000 
PAINTING 
ENGINEER - STANLEY CONSULTANTS 350,000 350,000 350,000 
BUDGETED CONTINGENCY'4' 1,688,000 1,658,000 1,800,000 

SUBTOTAL 20,545,975 2 1,521,925 22,063,225 

Nov 
201 1 
534,450 

- 
297,000 

6,738,000 

1,994,400 
675,000 

162,000 
343,800 

685,800 

5,923,800 
372,600 

1,539,000 

300,000 
1,744,000 

21,309,650 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,201: 
2 CONTRACT COSTS - SEE AUGUST 2008 PLAl 
3 OWNERS COSTS. IDC, SUBSTATION NOT IN( 

5 INCLUDED WITH G261 IN RECENT COST EST 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
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SMITH STATION UNIT 1 
ESTIMATED CASH FLOW - AlJGUST 200 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,201: 

3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 

2 CONTRACT COSTS - SEE AUGUST 2008 PLAl 
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CONTRACT 
A P ~  May Jun Jul 

2012 2012 2012 2012 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,201: 
2. CONTRACT COSTS -SEE AUGUST 2008 PLAl 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 

TURBINE GENERATOR 623,500 
SITE IMPROVEMENTS 
FEEDWATER HEATERS 
DEAERATOR 
CONDENSER 
CIRCULATING WATER PUMPS 
CONDENSATE PUMPS 
BOILER FEED PUMPS 
DISTRIBUTED CONTROL SYSTEM 
FANS 
ASH HANDLING EQUIPMENT 260,000 
TURBINE BRIDGE CRANE - 
ALLOY PIPING 
LARGE POWER TRANSFORMERS 
MEDIUM POWER TRANSFORMERS 160,000 
SMALL POWER DISTRIBUTION TRANSFORMER 
GENERATOR BREAKER & ISOPHASE 
SWITCHGEAR 
BOILER ISLAND 5,857.000 
EMISSIONS MONITORING 
COAULIMESTONE HANDLING 1,620,450 
CHIMNEY 
COOLING TOWER 
CIRCULATING WATER PIPE 
CONCRETE BATCH PLANT") 
SUBSTRUCTURE I 
SUBSTRUCTURE II 
ASH SILOS 
TURBINE BUILDING STRUCTURAL STEEL 
BUILDING & MECHANICAL WORK 3,949,200 
ASH HANDLING INSTALLATION 372,600 
RIVER WATER INTAKE & PUMPHOUSE 
ELECTRICAL & INSTRUMENTATION WORK 1,539,000 
PAINTING 151,200 
ENGINEER -STANLEY CONSULTANTS 300,000 
BUDGETED 1,371,000 

SUBTOTAL 16,203,950 
- 

Page 11 of 14 

623,500 623,500 623,500 

- 

- 

- 
340,000 - 

- 

600,000 
5,748.000 4,713,000 3,587,000 

40,500 364,500 
1,620,450 

600,000 
1,910,000 

~ 1,270,000 _ _ _ ~  ~ 

2,961,900 2,961,900 2,961,900 
372,600 372,600 372,600 

1,539,000 513,000 513,000 
604,800 604.800 604,800 
300.000 300,000 300,000 

1,364,000 1,044,000 987.000 
16,114,750 13,002,800 12,224,300 

- 
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Stanley Consultants INC 

SMITH STATION UNIT I 
ESTIMATED CASH FLOW - AUGlJST 200 

NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1, 201: 
2. CONTRACT COSTS - SEE AUGUST 2008 PLAI 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 
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ea 
Stanley Consultants INC 

Jan 
CONTRACT 2013 
TURBINE GENERATOR 
SITE IMPROVEMENTS 
FEEDWATER HEATERS 
DEAERATOR 
CONDENSER 
C I RC U LATl N G WATER PUMPS 
CONDENSATE PUMPS 
BOILER FEED PUMPS 
DISTRIBUTED CONTROL SYSTEM 
FANS 
ASH HANDLING EQUIPMENT 260,000 
TURBINE BRIDGE CRANE 
ALLOY PIPING 
LARGE POWER TRANSFORMERS 
MEDIUM POWER TRANSFORMERS 
SMALL POWER DISTRIBUTION TRANSFORMER 
GENERATOR BREAKER & ISOPHASE 
SWITCHGEAR 
BOILER ISLAND 472,000 
EMISSIONS MONITORING 
COAULIMESTONE HANDLING - 
CHIMNEY 
COOLING TOWER 
CIRCULATING WATER PIPE 
CONCRETE BATCH PLANT"' 
SUBSTRUCTURE I 
SUBSTRUCTURE I1 
ASH SILOS 
TURBINE BUILDING STRUCTURAL STEEL 
BUILDING & MECHANICAL WORK 
ASH HANDLING INSTALLATION 460,000 
RIVER WATER INTAKE & PUMPHOUSE 
ELECTRICAL & INSTRUMENTATION WORK 
PAINTING 
ENGINEER - STANLEY CONSULTANTS 250,000 
BUDGETED CONTINGENCV' 1 f3,OOO 
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Feb Mar Apr May 
2013 2013 2013 2013 

839,883 

- 

- 
- 

330,000 

454,000 272,500 236,000 207,500 

2,770,000 

- 

5,485,000 

- 
1,425,000 1,425,000 

420,000 
250,000 200,000 150,000 150,000 
533,000 563,000 30,000 140,000 

SMITH STATION UNIT I 



as 
Stanley Consultants INC 

.lun 
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NOTES: 
1 COMMERCIAL OPERATING DATE MAY 1,201: 
2 CONTWCT COSTS -SEE AUGUST 2008 PLAI 
3 OWNERS COSTS, IDC, SUBSTATION NOT IN( 
4 CONTINGENCY DISTRIBUTED AS % OF MONl 
5 INCLUDED WITH G261 IN RECENT COST EST 
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Page 1 of .3 

EAST IUZNTUCICY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 19 

RESPONSIBLE PERSON: 

COMPANY: 

James C. Lamb, Jr. 

East Kentucky Power Cooperative, Inc. 

Request 19. 

6, which refer to East I<entucky’s load forecast results, and Exhibits .JCL.-3, JCL-4 arid 

JCL-5. 

Refer to the Testimony of dames C. L.amb, Jr.,, specifically pages 4- 

Request 19a. 

per-customer on its system will continue to grow, but at a lower rate relative to historical 

growth. He also indicates that East I<entuclcy’s 2008 load forecast is lower than its 2006 

forecast. The exhibits provide various historical and forecasted load and energy data, 

with the historical data going back to 1990, Provide a side-by-side comparison of East 

Kentucky’s actual peak winter demands and total energy requirements and its forecasted 

peak winter denialids and total energy requirements from 1995 through the most recent 

period available. Use the iiiost recent East ICentucky forecast available at the time as the 

sotirce of the forecasted demands and energy requirements. 

Mr. Lamb indicates that E.ast I<eiitucky believes that electric use 

Response 19a. Please see attachment 



PSC Request 19 

Page 2 of .3 

Request 19b. 

average load factor for the last 10 years reported (1998-2007) was 54.1 percent. Explain 

why its forecasted load factor is consistently lower than this historical average. 

Based on the information in Exhibit JCL-3, East IQmtucky’s 

Response 19b. 

During a noiinal weather year, the iiiininiinii temperature is -3 degrees Farenheit For the 

t h e  period 1998-2007, the temperature was below zero 2 years, 200.3 and 2004., During 

these years the load factor is 51% and 52% which is similar to the load factors for the 

forecast period 

The forecast is based upon the assumption of normal weather. 

Request 19c. Explain which of the growth rates contained in Table 2 of Exhibit 

.JCL-4 was used in developing the data used iii East Kentucky’s proposed forecasled test 

year 

Response 19c. 

expected growth rates for total requirements, residential sales, as well as commercial 

sales, winter and sininiier peak demand for 5, 10, and 20 year projections. These show 

the long term trends that are expected to be seen on the EKPC system in general, not 

specifically related to the test period. 

The growth rates presented in Table 2 of exhibit JCL-4 show the 

Request 19d. 

2009 tlxotigh May of 201 0. The comparison of East ICentucky’s 2OOG and 2008 load 

forecasts in  Exhibit SCL-5 shows a lower level of total energy requiremeiits for calendar 

year 2010 in the 2008 forecast as compared to the 2006 forecast, but higher net winter 

and sunnner peak demands Explain how these forecasted levels for 2010 have beeii 

built into East I<entucky’s proposed forecasted test year, 

East Kentucky’s proposed test year is the 12 months froin lune of 
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Resoonse 19d. 

Foiecast Monthly demands and energies were developed based upon the 2008 load 

forecast and used to derive billing determinants for the test yea1 

All of the inputs for the test yea1 ale based upon the 2008 Load 
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Winter Peak Deiriaiid 

1995 

L996 

1997 

L998 

1999 

2000 

2001 

1002 

1003 

1004 

2005 

2006 

2007 

2008 

2009 

2010 

201 1 

2012 

2013 

2014 

Actual 

1,621 

1,915 

1,953 

1,682 

1,971 

2,140 

2,278 

2,092 

2,435 

2,487 

2,615 

2,477 

2,749 

2,964 

1994 
Forecast 

1,683 

1,7.34 

1,801 

1,864 

1,913 

1,973 

2,022 

2,072 

2,133 

2,187 

2,23 1 

2,257 

2,336 

2,408 

2,469 

2,517 

2,591 

2,63 1 

2.716 

1998 ' 2002 ~ 2004 I 2006 
Forecast j Forecast I Forecast Forecast 

I ! 

i 
I 

i ,~ 

2,081 

2,177 

2,255 

2,3 14 

2,370 

2,464 

2,551 

2,629 

2,719 

2,801 

2,896 

2,963 

3,060 

3,166 

3,271 

3,373 

2,430 

2,528 

2,63 1 

2,724 

2,816 

2,90.3 

3,007 

3,108 

3,206 

3,296 

1,409 

3,517 

2015 3,482 3,623 

2016 

201 7 

2018 

2019 

2020 

202 1 
2022 
2023 
2024 
2026 
2026 
2027 - __ 

3,590 

3,705 

3,8.32 

3,722 

3,837 

3,943 

4,063 

4,174 

4,307 
4,434 

2,659 

2,758 

2,864 

2,950 

3,047 

.3,138 

3,220 

3,305 

3,413 

3,509 

3,604 

3,688 

3,801 

3,906 

4,02 1 

4,124 

4,248 
4,359 
4,475 
4.574 

-, 7 848 

-3  7 938 

3,021 

3,094 

3,162 

3,251 

3,326 

3,398 

3,468 

3,560 

3,638 

3,722 

3,804 

3,904 
3,992 
4,078 
4,153 
4,248 
4,329 

2008 
Forecast 

2,962 

3,029 

3,087 

3,143 

3,215 

3,275 

3,345 

.3,408 

3,482 

3,547 

3,617 

3,680 

3,760 
3,833 
3,904 
3,965 
4,052 
4, I 2 5  

ge 1 O f 4  
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Total Energy Requireinelits 

995 

996 

997 

! 998 

1999 

,000 

to01 

,002 

,003 

ZOO4 

2005 

LO06 

2007 

2008 

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 
2021 
2022 
2023 
2024 
2026 
2026 
2027 - __ 

i 1994 
Actual Foiecast 

7,761 ~ 8,010 

8,505 ~ 8,270 
! 

8,850 ~ 8,531 

9,074 ~ 9,310 

9,826 

10,521 

10,751 

1 1,457 

11,568 

11,866 

12,528 

12,331 

13,080 

9,510 

9,727 

9,936 

10,149 

10,377 

10,596 

10,798 

10,968 

1 1,249 

11,517 

11,761 

11,987 

12,262 

(GWH) I 

1998 2002 2004 
Foiecast Foiecast 1 Foiecast 

I 

9,123 

2006 2008 
Forecast I Foiecast 

9,524 

9,873 

10,674 

10,956 

11,196 

11,564 

11,896 

12,221 

12,549 

12,869 

13,215 

13,494 

13,830 

11,152 

11,616 

12,122 

12,548 

12,963 

13,368 

13,777 

14,200 

14,645 

15,079 

12,056 

12,506 

12,975 

13,464 

13,890 

14,300 

14,701 

15,079 14,462 

12,781 

13,015 

13,399 

13,769 

14,139 

12,480 14,190 15,509 15,497 

14,558 15,961 

14,953 16,421 

15,336 16,891 

15,715 ' 17,374 

16,118 17,837 

16,560 18,318 

I 18,844 

19,386 
19,920 
20,483 

15,934 

16,363 

16,789 

17,213 

17,666 

18,134 

18,642 

19,141 
19,633 
20,125 
20,634 
21,165 

14,799 

15,140 

15,465 

15,787 

1 6,1.39 

16,477 

16,824 

17,204 

17,601 
17,986 
18,378 
18,761 
19,149 
19,520 

13,173 

13,647 

13,959 

14,217 

14,512 

14,777 

15,050 

15,336 

15,658 

15,930 

16,222 

16,527 

16,855 
17,158 
17,480 
17,784 
18,106 
18,423 

19,874 , 18,751 
19,099 
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Page 1 of 1 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 20 

RESPONSIBLE PERSON: Craig A. Johnson 

COMPANY: East Kentucky Power Cooperative, Iuc. 

Request 20. 

Testimony”), specifically the comparison of East ICentucky’s O&M cost per 

iiiegawatthour (“MWh”) to the national average O&M cost per MWh from 2002 to 2007. 

In 2002, East I<entucky’s cost per MWli was 2.2 percent greater than the national 

average, while in  2007 its cost per MWh was 23 percent greater than the natioiial 

average. The national average O&M cost per MWh increased by .3S percent over this 

period, while E.ast I<eiitucky’s O&M cost per MWh increased 67 percent. Provide a 

summary of the restilts of any analysis East ICentucky has perforiiied to deteriiiine why 

the growth of its O&M cost per MWh so greatly exceeded the growth ofthe natioiial 

industry average. 

Refer to page 7 of the Testimony of Craig A ,  Johnson (“Johnson 

Response 20. 

O&M growth to that ofthe national industry average. However, an analysis of East 

ICentucky’s O&M costs from 2002 to 2007 is provided in Respoiise 18 to the First Data 

Request of the Attorney General. 

East I<eiituclcy has not perforined a foiiiial analysis to compare its 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 21 

RESPONSIBLE PERSON: Craig A. Johnson 

COMPANY: East I<cntucky Power Cooperative, Inc. 

Request 21. 

concerning how East ICeniucky's forced oiitage rates compare to industry averages, 

Mr. Jolinson points out that the data collected by tlie North American Electric Reliability 

Cotiiicil does not distiiigtiisli between pulverized coal units and CFB units, Is East 

Kentucky aware of any "non-Gilbert" industry data which would separately report forced 

outage information on CFB units? If yes, provide a stimiiiary of tlie information. 

Refer to the discussion on pages 7-8 ofthe Johnson Testimony 

Response 21. 

reports forced outage iiifoiniatioii on CFB units. 

No. EIQC is not aware of any industry data which separately 
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rage I o f 2  

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 22 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East ICentucky Power Cooperative, Inc. 

Request 22. 

Testimony"), specifically tlie respective discussion on pages 4-5 of his qualifications and 

on pages 7-9, of East Kentucky's choice to file its rate application based on a forecasted 

test year due to tlie upcoiiiing coiiiiiiercializatioii of Spurlock 4 ,  Mr. Seelye was 

employed in the Rate Deparlnient of L.ouisville Gas and Electric Company's ("LG&E.") 

from 1979-1996, during which time LG&E filed a rate application designed to fiilly 

incorporate the costs of its Triiiible County Unit 1 into its electric rates, Case No. 1990- 

00158. Describe tlie extent to which Mr. Seelye or others in his firm, The Prime Group, 

LLC, advised East Kentucky conceriiing the type of test year on which it should base its 

rate application. 

Refer to tlie Testimony of William Steven Seelye ("Seelye 

Response 22. 

supported by a fully forecasted test period, ICRS 278.192, did not become effective until 

July 14, 1992. LG&E's rate case application in Case No. 1990-00158 was filed prior to 

that date 

The statute under which E,ICPC filed its rate case application 

' Case No 1990-00158, Adjustment o f  Gas and Electiic Rates of L.ouisville Gas 
and Electric Company, Ordei dated Deceiiibei 21, 1990 
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EIQC had coiicluded that it was necessary to file a rate case application supported by a 

fully forecasted test year to prior engaging The Prime Group, LLC, to provide assistance 

with the rate case filing. Mr, Seelye agreed with EICPC’s conclusion. 
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Page 1 of 2 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 2.3 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 23. 

through base rates and the FAC which are removed fioiii revenues on lilies 4 aiid 5 total 

$459,411,613 The fuel costs removed fioiii expeiises on lines 15 and 16 total 

$455,126,416. Explain why, with the use of a forecasted test period, the amouiit of fuel 

cost reveiiiie aiid the amount of fuel cost expense would not be the same. 

Refer to Seelye Exhibit 2, page 1 of 2. The fuel costs recovered 

Response 23. 

Exhibit 2, page 1 of 2, should be $457,684,172, and not $455,126,416 as shown in the 

exhibit. See corrected exhibits provided iii response to Staff 25(b). Therefore the 

mismatch between FAC-related ieveiiues aiid fuel expeiises is $ 1,727,441 

The fuel costs removed from expenses on lines 15 and 16 of Seelye 

In any given test period, irrespective ofwhether a forecasted or actual test year is utilized, 

the reveiiiie collected through the application ofthe FAC and base fuel costs will not 

match fuel costs. 111 this instalice, the $459,411,613 in FAC and base fuel cost revenues 

were determined by applying the projected FAC rate and base fuel cost to the applicable 

itWh aiid MMBTU (steam) sales. There is a one-month lag between the determination of 

the FAC factor and the application of the FAC. Consequently, the FAC factors used to 

deteriiiiiie the FAC reveiiiie during the test year correspond to FAC factors deteiiiiined 
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for the 12 iiioiitlis ended April 2010, but the fiiel costs removed from test-year operating 

results correspond to projected cost for the 12 months ended May 2010 Therefore, FAC 

reveiiiies and FAC expenses will never match. 
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Page 1 of1 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 24 

RESPONSIBLE PERSON: Frank J. Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 24. 

things, shows Pumping Station Fuel Cost Billings in the forecasted test year of 

$9,142,011. Identify in which revenue category this amount is included on Eaiiies 

Exhibit I ,  page 1” 

Refer to Seelye Exhibit 2, Schedule 1-01, which, among other 

Response 24. 

of $9,142,011 is included in the revenue category of “Power Sales-Member Coops - 

Basic Rate” on Eariies Exhibit 1, page 1 

The Pumping Station Fuel Cost Billings in the forecasted test year 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. ,2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 25 

RESPONSIBLE PERSON: 

COMPANY: 

Frank J. Oliva/William Steven Seelye/Ann F. Wood 

East Kentucky Power Cooperative, Inc. 

Reauest 25. 

1.0.3 

Refer to Seelye Exhibit 2, page 1 of2,  and Exhibit 2, Schedule 

Request 25% It appears that the $10 iiiillion in purchased power assigned to 

forced outages is a budgeted amount. If that is the case, explain how the amount was 

determined. If that is not the case, explain how $10 million was chosen as the amount to 

assign to forced outages. 

Response- 

budgeted amount. E.KPC assuiiies that $83.3,300 in  monthly purchases relate to forced 

outages. EIQC reviewed its level of forced outage costs for the past three years: $10.3 

million in 2005; $5 .3 million in 2006; and, $3.6 ~iiillioii in 2007. EIQC budgeted the 

forced outage costs at the high end of the three-year trend. Please note that EKPC’s 2008 

forced outage costs are $12 3 million 

The $10 iiiillion in purchased power assigned to forced outages is a 

Request 25b. 

proposed forecasted test year of $64,242,370 minus the $10 inillion in purchased power 

The schedule shows total purchased power expense in the 

expense assigned to foiced outages, with the resulting amount of $51,684,614 shown as 
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purchased power costs recoverable l l~ougl i  East Kentucky's FAC. The $5 1,684,614 is 

then carried forward to Line 16 ofseelye Exhibit 2, It appears that the amount of 

purchased power costs recoverable through the FAC is understated by roughly $2.5 

inillioii. Clarify whether this is the case and, if so, provide corrected versions of 

Schedule 1.03 and Exhibit 2, and any other exhibits that may be impacted by the 

correction. 

Response 25b. 

purchased power costs recoverable through East ICentucky's FAC are understated by 

approximately $2.5 iiiillioii, Corrections to Seelye Exhibit 2 and Schedule 1.03 are 

included on pages 3 through 5 ofthis response. 

There is a forinula error in  Schedule 1.03 of the Application; 
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Seelye Exhibit 2 
Schedule 103 

Revised 

___ 

EAST KENTUCKY POWER COOPERATIVE, INC. 
Adjustment to Remove Purchased Power Expense Recoverable Through the Fuel Adjustment Clause 

June 2009 
July 2009 
August 2009 
September 2009 
October 2009 
November 2009 
December 2009 
January 2010 
February 2010 
March 2010 
April 2010 
May 2010 

Total 

Purchased Power 
Total Purchased Assigned to 

Power Forced Outages 

3.871.392 
5,3 16,797 
5,207,600 
3,745,707 
3,611,051 
7,484,043 
7,533,457 
9,284,1 17 
7.024.925 
4,123,190 
3,649,035 
3,391,056 

833,300 
833.300 
833,300 
833,300 
833.300 
833,300 
833,700 
833,300 
833,300 
833,300 
833,300 
833,300 

Purchased Power 
Recoverable 

Through the FAC 

3,038,092 
4,403,497 
4.374.300 
2,912,407 
2,777,751 
6,650,743 
6,699,757 
8.450.817 
6,191,625 
3,289,890 
2,815,735 
2,557,756 

$ 64,242.370 $ 10,000,000 $ 54,242,370 
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EAST ImNTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 26 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 26. 

adjustnieiit to remove Touchstone Energy Dues iii the amount of$414,000, which is 

identified as of January 2010. Explain whether this amount reflects E,ast ICentucky's dues 

for calendar year 2010 and, if so, whether this aiiiount is representative of its Touchstone 

Energy dues for its proposed test year, which includes only five months of2010. 

Refer to Seelye Exhibit 2, Schedule 1,14, which contains an 

Response 26. On Seelyc, Exhibit 2, Schedule 2 14, the Touchstone Energy Dues 

in the amount of $414,000 does reflect EIVC's dues foi the caleiidai yeai, as well as the 

test ycar The dues are paid aniiually and we do nol anticipate an iiiciease i n  these dues 

betweeii 2009 and 2010 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 27 

RESPONSIBLE PERSON: Craig A. Johnson 

COMPANY: East ICentucky Power Cooperative, Ine. 

Request 27. Refer to Seelye Exhibit 2, Schedule 1.1 8. 

Request 27.1. 

on the schedule other than the units that aie scheduled to have oveihauls duiing the 

proposed test yea1 

Piovide the planned overhaul dates fool the generating tinits listed 

Response 27a. Infoimatioii piovided on page 2 of this response 

Reauest 27b. 

ICentucIcy's geiiei atiiig tinits 

Provide the dates and costs of the iiiost recent overhauls of East 

Response 27b. Iiifoiiiiatioii provided on page 2 of this iesponse 
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Last Major Overhaul 
Scheduled Year 

Next Major 
Budget Actual for -~ 

Station Unit Year Cost cost Overhaul 

Cooper 1 2000 $3,225.000 $3,078,415 2009 fall 
2 2003 $5,698,000 $5,086,636 2012 

Dale 1 NA NA NA 2009 spring 
2 NA NA NA 2009 spring 
3 2007 $6,600,000 $6,700,000 2017 
4 2006 $4,605,000 $3,500.000 2016 

Smith 1 2006 $3,002,044 -$3,133,370 2012 
2 2005 $3,375,000 $2,477,864 2013 
3 2007 $1,540,818 $7,055,453 2014 
4 NA NA NA 2023 
5 NA NA NA 2025 
6 NA NA NA 2026 
7 NA NA NA 2027 

Spurlock 

1 2004 $0 $3,800,000 2014 
2 2008 $8,500,000 $13,950,000 2018 

Gilbert NA NA NA 2015 

Notes 

To be completed during test year 

TurbinelGenerator replaced in 1998 
TurbinelGenerator replaced in 1998 

Outage was originally budgeted in 2005 
at $4,100,000 Performed in 2004 due 
to forced outage Does not include cost 
of the generator rewind 
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EAST I(ENTUC1CY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 28 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 28. 

the formulas intact 

Provide ail electronic copy of Seelye Exhibits 6 thiough 10 with 

Response 28. 

29 to the First Data Request or  the Attorney General 

The Seelye exhibits are included on the attached CD as Response 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 29 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East I<eatucky Power Cooperative, Inc. 

Request 29. 

Steam Direct represents and explain how costs are ftinctioiialized and classified into this 

category. 

Refer to Seelye Exhibit 6, page 1 ,  Describe what the category 

Response 29. 

directly assigned to an industrial special contract ctistoiiier that receives s t e m  service 

fioiii EKPC’s Spurlock 1 & 2. Attached is the worlcpaper used to determine the specific 

assignment. 

S t e m  Direct iiicludes power production plant costs that are 
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EAST ImNTUCICY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST .30 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 30. 

Functional Vectoi TUP is and identify fiom wliere in the exhibit it is derived 

Refer to Seelye Exhibit 6, pages 13-1 4 Explain what the 

RCSDOIISC 30. 

references the amounts shown in the row designated “Total Utility Plant” (i e , the first 

row) on pages 3 and 4 of Seelye E.xhibit 6 Total Utility Plant for each fiinctioiial 

category is calculated in the bottoni row of pages 1 and 2 of Seelye Exhibit 6. 

Tlie Function Vector TUP refers to Total Utility Plant and 

(Please note that the functional vectors shown in the column labeled “Functional Vectoi” 

can be found i n  the column labeled “Name” of the cost of service study ) 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 31 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, h c .  

Request 31. 

Functional Vector PDIST is identical to F003, F023 and F024 and identify from where in 

the exhibit it is derived. 

Refer to Seelye Exhibit 6, pages 19-25. Explain whether the 

Response 31. 

breakdown of EIWC’s distribution facilities which could be identified as Production, 

Transmission, Distribution Substations, and Meters functional groups: 

PDIST, F003, F02.3, and F024 are the same Page 2 shows a 
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FUNCTIONAL GROUP 
Prodnctiorr 
(substations and iiielers recorded as 
distribution 
plant but used at power plants) 
Tronsrrrissiorr 
(substations and meters recorded as 
distributioii 
plant but used for traiisinissioii service) 

Di,stribrrtiorr Srrbstrrtiorts 

Meters 

Total 

PLANT 
AMOUNT 

$ 1,498,76.3 

$ ,336,846 

$ 91,000,654 

$ 4,219,536 

$ 97,055,799 

1.5442% 

0.3471% 

93.7612% 

4 3475% 

100.0000% _E 
In the cost of seivice study, distributioii costs were functionally assigned oii the basis of 
the above ielationship 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 32 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 32. 

whether the functional vector L,BSUB9 is identical to L,BSUB7 and identify from where 

in the exhibit it is derived 

Refer to pages 23-24 and 27-28 of Seelye Exhibit 6. Explain 

Response 32. L.BSUB9 and LBSUB7 ale the same In fact, LBSUB7 refelelices 

the values showii foi LBSUB9 L.BSUB9 is calculated at the bottoiii of pages 21 and 22 

of Seelye Exhibit G 
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EAST I(ENTUCI<Y POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 3.3 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 33. 

Exhibit 6, pages 27-28 

Refel to lines 2-4 011 page 25 of the Seelye Testimony and Seelye 

Request 33.1. Identify fiom where in Exhibit 6 tile vectors are derived. 

Response 33a. 

2 of Seelye Exhibit 6 (but is tiltiiiiately based on F001). PTRAN refers lo Transmission 

Plant aiid is calculated oii pages 1 aiid 2 of Seelye Exhibit 6 (but is ultimately based on 

F002). PDIST refers to Distribution Plant and is calculated on pages 1 and 2 of Seelye 

Exhibit 6 (but is ultimately based on F003). PGP refers to General Plant and is calculated 

011 pages 1 and 2 of Seelye 6 (but is ultimately based on PT&D - Production, 

Traiismission and Distribution Plant) TPIS refers to Total Plant in Service and is 

calculated on pages 1 and 2 of Seelye Exhibit 6 

PPROD refers to Production Plant and is calculated on pages 1 and 

Request 33b. 

ideiitical aiid why some costs appear to be assigned and classified under Transmission 

Demand 

Explain wlietliei the fiitictional vectois F003, F023 aiid F024 are 



.- 
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Response 33b. F003, F023 and F024 are the same. As explained i n  the response to 

Staff-31, some distribution substations and meters are used at power plants and to provide 

traiismission service. 

Request 33c. Describe and define tlie functional vectors PROFIX and PROVAR. 

Response 33c. 

maintenance expenses classified respectively as either fixed or variable using the FERC 

predominance methodology. Under tlie "FERC predominance methodology", production 

operation and maintenance accounts that are predominately fixed, i.e. expenses that tlie 

FERC has determined to be predominately incurred independently of kilowatt hour levels 

of output are classified as demand-related. Production operation and maintenance 

accounts that are predominately variable, i.e., expenses that tlie FERC has determined to 

vary predominately will1 output (kW1i) are considered to be energy related. The 

predominance niethodology has been accepted in FERC proceedings for over 25 years 

and is a standard methodology for classifying production operation and maintenance 

expenses. For example, see PtrOlic Service Conipnriji ofNew Mexico (1980) I0 FERC 11 
63,020, Illiriois Poi'iw Cornpnriy (1980), 11 FERC 11 63,040, Delrnctri~n Power & L.igl7t 

Corrzpnny (1981) 17 FERC 11 63,044, and Ohio Edisori Corrtpnrry (1983) 24 FERC 11 
63,068. 

PROFIX and PROVAR refers to production operation and 

Request 33d. Explain the difference in the finictional vectors FOOl and F017 

Response 33d. 

specifically assigns the costs to steam service. F017 would classify production costs as 

energy-related, but is not actually used in EIQC's cost of service study. 

Fool classifies production plan! costs as deinand-related or 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 34 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 34. 

“[s]ubsequent to developing this estimate, it was brought to my attention that this 

avoided cost credit may be somewhat overstated because the capital cost of financing a 

new coiiibtistioii turbine would almost certainly be less than 7 percent“. Provide what 

Mr. Seelye believes the appropriate capital cost to be. 

Refer to page 27 of the Seelye Testimony. Mr. Seelye states that, 

Response 34. 

from RUS This rate is currently less than 4 percent 

A combustion tuibine would likely qualify foi low-cost financing 
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Page 1 012 

EAST I(ENTUC1CY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 35 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East ICentuclcy Power Cooperative, Inc. 

Request 35. Refer to Seelye Exhibit 7, pages 1-2 

Request 3Sa. 

allocate production demand and transmission plant costs as opposed to a diffeient 

method, such as the peak and avei age method or the aveiage and excess method 

Explain why Mr. Seelye chose to we a coincident peak method lo 

Response 35a. 

generation capacity on the EIQC system. EICPC must have sufficient capacity to meet 

the maximum demand placed on the system. Changes in EKPC’s average demand do not 

have a material effect, i f  any, on EICPC’s production fixed costs, but changes in EICPC’s 

system peak demand have a major effect on its fixed production costs Because using a 

CP allocator. does not result in free-rider issues on EICPC’s system, Mr. Seelye believes 

that a 6-CP allocation niethodology is reasonable 

Increases in peak demand have been driving the need for new 

Request 35b, 

method to allocate production demand rathei than the 12CP method as was used to 

allocate transmission plant 

Explain why it is ieasonable to use the 6 Coincidcnt Peak (“CP) 
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Response 35b. 

methodology used by EICPC in its Open Access Transmission Tariff (OATT) which has 

been accepted by the Federal Energy Regulatory Coinmission and is also an industry 

standard approach for allocating transmission costs in OATTs. A 6-CP allocatioii 

iiietliodology is appropriate for allocating fixed production costs because tliese costs are 

primarily driven by changes in  EKPC’s winter and stimiiier peak deiiiands 

A 12-CP allocator for transiiiission costs is consistent with the 

Request 35c. 

Stations are tiaiismission plant costs 

Explain why the only costs allocated to Special Contract Pumping 

Response 35c. 

transmission service agreement with power provided at marltet based rates. 

The Puiiiping Station special contract was negotiated as a 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 36 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reauest 36. 

allocatioii vectois FACAL, and FACEX 

Refer to page 2 1 of Seelyc Exliibit 7 Explain the diffcrence in the 

Response 36. 

rate class. FACAL refers to the amount of firel expenses assigned to each rate class, 

includiiig fuel expeiises that were directly assigned to the Special Coiitract Pumping 

Stations and fuel expenses allocated to all other classes on the basis of FACEX (but 

excluding Pumping Stations). 

FACEX correspoiids to the aiiiotiiit of FAC ieveiiues billed to each 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 37 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 37. Refer to pages 25-26 of Seelye Exhibit 7 

Request 37a. 

Base Fuel Reveiltie Allocator (BSFL.) and why Special Contract Pumping SLations 

ieceive no cost allocation under BSFL 

Explain the diffeience between the Eneigy (E01) allocator and the 

Resaonse 37% 

classes, whereas the Base Fuel Revenue Allocator (BSFL) includes energy sales to all 

customer classes except the Pumping Station special contract, which does not have a base 

fuel cost component in its rate. 

The Energy (E01) allocator includes energy sales to all customer 

Request 37b. 

Contract Pumping Stations, there are numbers below the BSFL entry for which there is 

no identifier in  the Description column. Explain what these numbers represent. 

For rate classes €3, C, G and Large Special Contract and Special 
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Response 3% The iiuiiibers below the BSFL. eiitiy foi rate classes B, C, G, Large 

Special Contact and Special Coiitiact Puiiipiiig Stations are not used in the cost of service 

study. They were used as a checkpoint 
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EAST IU3NTUCICY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 38 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 38. Refer to pages 27-28 of Seelye Exhibit 7, Provide a description of 

each ofthe Production Eiiergy Allocatioii factors and identify where in  the cost of service 

study tlie Total System numbers are obtained and koiii where the allocatioii factors are 

derived. 

Response 38. 

(PENGA) references BSFL which represents the energy sales for each rate class, except 

Special Contract Ptimpiiig Stations, whose purchased power and fuel costs are 

specifically assigned The row labeled “Production Energy Costs” refers to EICPC’s total 

production energy costs as sliowii on page 7 of Seelye Exhibit 7. Tlie row labeled 

“Member Specific Assigiinieiit” refers lo tlie fuel costs billed to Special Contract 

Puiiiping Statioiis ptirsuaiit to tlie ageeiiieiit with that customer This amount, which 

corresponds to tlie suin of tlie Off Peak FueliPurcIiased Power Cost Recovery of 

$3,306,725 and On-Peak Fuel Purchased Power Cost Recovery of $6,174,617 shown on 

Seelye Exhibit 9, page 6, is specifically assigned lo Special Contract Pumping Statioiis. 

The row labeled “Production Energy Residual” is the total energy costs less tlie amount 

specifically assigned to Special Contract Pumping Statioiis allocated on tlie basis of 

PENGA. Tlie row labeled “Production Energy Total” is the sum “Production Energy 

Tlie row labeled “Production Eiiergy Residual Allocator” 
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Residual” and “Member Specific Assig~iment” allocated to Special Contract Pumping 

Stations. The row labeled “Production Energy Total Allocator” is the allocation facto] 

calculated by dividing the class amount for “Production Energy Total” by the total 

amount for all classes. 





PSC Request "39 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 39 

RESPONSIBLE PERSON: Gary T. Crawford 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 39. 

application 

Refei to page 2 undei Tab 24 iii Volume 3 or East Kentucky's 

Request 3921. 

shows an estimated constitiction cost in 2010 of $45,580,000 

Piovide a detailed desciiption of the wind faim pioject which 

Response 39.1. 

2003. At this time, no decision has been made as to whether EKPC will or will not 

develop a wind prqject. The dollars budgeted for 2010 are a placeholder for development 

o f a  25 MW wind farm, if and when it can be justified., 

EKPC has been studying wind data in  southeast Kentucky since 

Request & 
generation mix on page 7 o f  1 1  under Tab 30 of the application for either 2010 or 201 1 

Explain why wind farm generation is not included in the forecasted 

Response 39b. 

justified 01 approved by EKPC 

As noted in response 39a, at this time a wind fanil has not been 
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EAST IOENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 40 

RESPONSIBLE PERSON: Frank J. Oiiva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 40. 

inoiithiy budget variance reports show that budgeted production maintenance costs 

ranged froin $2,8 inillioii to $ 5 1  niillioii per month for the period Septeinber 2007 - 

August 2008, while the monthly variances fioin tlie budgeted costs ranged froin $826,000 

to $5,4 million. Overall, actual costs of $63.2 inillioii for the period exceeded budgeted 

costs ofs47.5 inillioii for tlie period by $15.7 million, or 33 percent The information at 

Tab 37 refers to causes such as "[bloiler mainteiiance over budget" or "[tlurbine 

maintenance over budget" at different generating units, but does not explain why a 

specific maintenance project was over budget. Explain in  detail why actual production 

inaiiitenaiice costs were so much greater than tlie levels budgeted by East ICentucky, 

Refer to Tab 36 in Volume 5 of East IGmtucky's application. The 

Response 40. 

2008. This is p I i m ~ i l y  due to maintenance projects associated with tlie IO-year overhaul 

of Spurlock Unit 2. The budget for this outage was approxiinately $ 8 , 5  million. The 

actual cost for the outage was approxiinately $14 million. The inoiiey budgeted for these 

maintenance projects were spread over a twelve-inoiith period. The reason for dividing 

the money equally over the twelve-inontli period is due to not lcnowing when tlie actual 

invoices for the work will be billed. Invoices for inaterials required to perform 

The maintenance cost for Spurlock Station is over budget for 
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maintenance prqjects may coine in prior to an outage while invoices for labor and repair 

services perfoimed during an outage rnay lag by as much as five months EIQC 

performed a major overhaul in late 2007 on Smith Station Coinbustion Turbine Unit 3 

that was more than extensive than expected and resuIted in being over budget $2.5 

million. The invoices for a substantial amount of this work was not submitted by the 

contractor until the spring of 2008 making Smith Station over budget $3.,0 inillion in 

2008. [Note that at the completion of this project, the Smith Station overhaul was $5SM 

over budget ($2.5M in 2007; $3.0M in ZOOS.)] Dale Station Unit 3 turbine overhaul was 

delayed until the fourth quarter of 2007 and, for the time period September 2007-August 

2008, that project was over budget $2,5  million. (Note that at completion of the project, 

the Dale Station Unit 3 turbine overhaul was under budget by $100,000.) 
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EAST ICENTUCICY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 41 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, h e .  

Request 41. Refer to Tab 52 in Voluiiie 5 of East ICentucky's application 

Request 41n. For the base period, 86 5 percent of payroll is expensed and 13 5 

percent is capitalized while, in  the forecasted period, 89.4 percent is expensed and 10.6 

percent is capitalized. Explain why the percentages in the forecasted period differ from 

those in the base period 

Response 41a. 

upon tlie amount of construction projects that EIQC has underway. 111 the base period, 

EKPC is constructing Spurlock Unit 4 and constructing scrubbers on Spti~loclc Units 1 

and 2. The major construction projects will be completed prior to tlie forecasted period. 

Therefore, it is reasonable that EIPC's percentage of payroll capitalized is lower in  tlie 

base period than i n  tlie forecasted period, 

The percentage of payroll expeiised versus capitalized is dependent 

Request 41b. 

First Request indicates that Mr. Robert Marshall is the only E.ast Kentucky employee 

whose compensatioii is included under the category of E.xecutive Compensation. E.xplain 

Tlie infonnation at Tab 52 and the response to Item 40 of Staffs 
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why the compensation of East Kentucky’s vice-presidents and its chief fiiiancial officei 

are not iiicliided 

Resaonse 41b. EIQC interpreted “executive” to meail executive officer EIQC’s 

President and CEO is the only employee officei of EICPC 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 42 

RESPONSIBLE PERSON: Frank J. OIivn 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 42. Refer to Tab 54 i n  Volume 5 ofEast ICentucky's application, page 

2 o f 4  Explain the decrease in "Other Operating Revenue - Income" from $2 6 million in 

2007 to $1.55 million in tlie base year to $.399,000 in the forecasted test year 

Response 42. "Other Operating Revenue - Income" decreases from $2.6 million 

in 2007 to $1.55 niillioii in the base year to $399,000 in the forecasted test year. due to the 

non-budgeting ofnon-firm transmission revenue. EIQC plans to budget for this item in  

tlie future. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 4.3 

RESPONSIBLE PERSON: Frank J. Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 43. Refer to Tab 55 in Volume 5 of East ICentucky’s application. 

Request 4313. It appears that most of the increase in  East ICentuclcy’s debt balance 

fiom the end of the base period to the end of the forecasted period can be attributed to the 

levels of Federal Finance Bank (“FFB’) notes and the National Rural Cooperative 

Finance Corporation’s ”Fast Track funding for Siiiith Units 9 and 10. Identify the 

specific projects for which the additional FFB funds will be used. 

Response 43a. 

general funds for the construction of the Spurlock #1 & Spurlock #2 Scrubbers 

The additional FFB funds will be primarily used to reiiiiburse 

Request 43b. 

Kentucky’s forecasted equity levels at the end oftlie base peiiod and the end of the 

forecasted period 

Provide a supplement to page 2 of 2 at Tab 55 which includes East 

Response 43b. 

piedicted to be $185,184,000, and at the end of the forecasted peiiod is predicted to be 

The forecasted equity level at the end of the base period is 
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$246,465,000 The iatio of equity to total assets foi each of  these peiiods is 6 56% and 

7 77%, iespectively 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 44 

RESPONSIBLE PERSON: William Steven Seelye 

COMPANY: East ICentucIcy Power Cooperative, Inc. 

Request 44. 

Volume 5 of East I<.entucky's application. Applying the rates to the billing units for both 

the demand charge and energy charge do not produce the dollar amounts shown in the 

column headed Current $. Provide clarification as to the calculations or a revised Steam 

Service section based on the correct calculations,, 

Refer to the S t e m  Service section on page 6 of 6 at Tab 58 in 

Response 44. 

calculations for the Steam invoice for the base year, There is a Steam Adjustment Factor 

applied each month. According to the contract, "Steam demand and steam energy and 

FAC rates have been developed upon the basis of a standard lneasure of unit efficiency. 

This standard measure of unit efficiency is a heat rate (BttdkWi) of 10,250. However, 

unit efkiciency is a dynamic process in that it is constantly changing due to several 

variables. Thusly, an ad,justnient for this change in unit efficiency is required to properly 

measure the steam energy and steain demand and FAC., Steam demand and steam energy 

and FAC will be adjusted iiioiitlily on a moving twelve-month weighted average of the 

heat rate of Spurlock Unit No,  2 by the standard heat rate of 10,250.'' 

Please see page 2 of this response, which shows the actual 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 45 

RESPONSIBLE PERSON: David G. Eames 

COMPANY: East ICentucky Power Cooperative, Inc. 

Recluest 45. 

and describe the shoi tei-term budget changes which East ICenlucky expects to adopt 

permanently “[flor 2010 and beyond ” 

Refer to the iesponse to Iteiii 2 of Staff‘s First Request Identify 

Response 45. 

Case No 2008-00409, East ICeiitiicky has adopted pernaiiently the following cost 

coiitaiilrnent initiatives: rediictioii in the defined beiiefit plan level, increase in employee 

iiiedical p h i  contributions, improvements in the competitive bidding process, materials 

standardization, and improveinelits in power plant efficieiicies Please also note that 

salary iiicreases were eliminated iii 2007 The effects of many of these initiatives will be 

felt in 2010 aiid beyond. 

As indicated in the Direct Testimony of Robert M Marshall in 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 46 

RESPONSIBLE PERSON: Gary T. Crawford 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 46. 

Request, which is East Kentucky’s three-year construction work plan for the period 2007- 

2009. The forecasted test year, as well as some of the construction activity iiicluded in 

the forecasted test year, iiicltides the first five months of2010 Is there a work plan or 

similar East ICentucky document for 2010? If yes, provide it. 

Refer to Attachment 1 ofthe response to lteiii 12 of Staffs First 

Response 46. 

provided 011 the enclosed CD 

Yes. The 2008-2010 Three-Yea1 Coiistruction Woilc Plan is 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 47 

RESPONSIBLE PERSON: Ricky L. Drury 

COMPANY: East I<entucky Power Cooperative, Inc. 

Request 47. 

Request, which includes the 1 0-year construction schedules (ZOOS-20 IS) for E.ast 

Kentucky’s plaiiiied traiisiiiission projects. Provide schedules showing separately (1) the 

budgeted cost to be iiicurred in the proposed forecasted test year for each project with aii 

in- service date that falls within the forecasted test yea1 and (2) the budgeted cost to be 

incurred in the proposed forecasted test year for each project with an in-service date that 

is after the end of the forecasted test year. 

Refer to Attachinent 2 of the response to Iteiii 12 of Staffs First 

Response 47. Information piovided on pages 2 through 7 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 48 

RESPONSIBLE PERSON: Gary T. Crawford 

COMPANY: East I<entueky Power Cooperative, Inc. 

Request 48. 

indicates that East Ikiitucky's 10-year "slippage factor" on capital construction pro.jects 

for the period 1998-2007 was 88.3 percent and that it experienced a slippage factor below 

100 percent in 8 of those 10 years. 

Refer to the response to Item 13 of Staffs First Request, which 

Request 48a. 

siibstantially larger in the last seven years tlian in tlie first three years shown in the 

response. Describe, generally, the factors, events, reasons, etc. which had the greatest 

impacts during the period 2001-2007 on East ICentucky's actual annual construction costs 

being less tlian the amounts budgeted in 6 of the 7 years., 

Tlie ainoiiiits in East I<entiicky's annual construction budgets are 

Response 48% The principal reason for the actiial amounts being less than the 

budgeted amounts is due to scheduling. A project slips if tlie necessary permitting to 

begin construction is not obtained in accordance with the original schedule Also, EIQC 

delayed certain capital projects that did not impact immediate transmission reliability or 

generation availability due to EIU'C's financial condition 
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Resuest 48b. 

a slippage factor in determining the capital additions reflected in its base period and 

forecasted test period The Coininission has consistently applied a slippage factor in all 

litigated rate cases based 011 a forecasted test year since the enactinent ofI(RS 278.192 

allowed utilities to use a forecasted test period,’ Explain why E.ast I<entucky chose not to 

recognize a slippage factor in  developing its forecasted test year general 

rate application 

Part c of the response states that East I(entuc1cy did not recognize 

Response 48b. 

coinpleted the construction of three major projects - Spurlock Unit #4 CFB, Spurloclc #2 

Scrubber, and Spurlock #I Scrubber. Because these projects have been or will be 

completed by then, EICPC does not anticipate any inaterial slippage on its major 

construction projects during the base and forecasted test periods, The primary purpose of 

this rate case proceeding is to recover costs related to Spurlock’s Unit 4 and EICPC: is 

confident that the costs projected for Spurlock Unit 4 and the timing of tliose costs are on 

target EICPC expects to complete all of its currently scheduled construction projects 

without any slippage, 

By the end of the forecasted test period, EKPC will have 

’ Case No. 1992-00452, Notice ofthe Adjustment ofRates of Kentucky- 
American Water Company, Order dated November 22, 1994; Case No. 1995-00554, 
Application of I(entucky-Americaii Water Company to Increase its Rates, Order dated 
September 1 I ,  1996; Case No.  1997-00034; Application ofI~entucky-American Water 
Company to Increase its Rates, Order dated September 30, 1997; and Case No, 2005- 
00042, The Adjustment of the Gas Rates of The Union, Light, Heat and Power Company, 
Order dated Deceniber 22,2005 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 49 

RESPONSIBLE PERSON: Frank J. Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 49. Refer to the response to Item 27 of Staffs First Request., Describe 

the nature of the reclassifications identified in the asterisk for three ofthe scheduled loan 

advances, 

Response 49. 

EICPC has submitted requests to use tinutilized loan fiinds to reimburse general funds for 

projects not included in a curlent loan. These dollar amounts represent the dollars 

remaining in the transmission portions of these three loans and the reclas%ifications allow 

RUS to more effectively allocate their loan funds 

The reclassifications are a routine approval process by RUS. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST SO 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Resuest 50. 

First Request. From 2005 to the proposed base period, East ICentucky’s expense for 

Maintenance of Boiler Plant increased 35 percent, fro111 $21,844,674 to $3 1,975,457. 

Describe thoroughly the reasons this expense increased by this magnitude. 

Refer to line 17 011 page 1.3 of the response to Item 29 b. of Staffs 

Response SO. 

which was in excess of $9 millioii 

The iiiaiii ieason for this increase is the 2008 Spuilock 2 overhaul 
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EAST ICENTUCICY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 51 

RESPONSIBLE PERSON: Robert M. Marsliall 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 51. Refer to the response to Iteiii 34 of  Staffs First Request 

Request 51a. 

budgeted merit salaiy/wage increases foi 2009 aiid 2010, iespectively, were developed 

Provide a thorough desciiptioii ofhow the 5 peiccnt and 3 percent 

Response 51a. 

merit increase was forecasted koin a 12 inontli CPI-U of 4 10%). The 3% for 2010 is an 

estimate based on the ecoiiomic downtuni. The CPI-U for October 07 through October 

08 is 3.7. 

For. 2009 EKPC asseiiibled a budget in diine of 2008. The 5.0 

Request 51b 

year when the iiicieases will go into effect in  2009 and 2010 

Based oii its iiorinal practices, provide the appioximate time of 

Response 51b. 

on an employee’s annual perfonnaiice evaluation 

Merit increases are granted for the last pay period in October based 



.- 
PSC Request 51 

Page 2 of 2 

Request 51c. 

year for the budgeted 2009 and 2010 wageisalary increases. Provide references to 

documents, schedules, etc in the application from which this amotint can be determined. 

State the dollar amount of expense included in the forecasted test 

Response 51e. 

mount  is not specifically identified in the Application 

Budgeted wage incieases for the test period total $828,070 This 

Reauest 5ld. 

maix~geinent opted to budget these pelcentage incieases for 2009 and 2010 

Given its present financial condition, explain why East Kentucky’s 

Respouse 51d. 

allocating inerit increases based on employee performance. Once again many factors are 

explored before an actual merit amount is determined. However, coinpensation planning 

is necessary to retain employees that possess the essential knowledge for continued 

operation. 

During the budgeting process in  June 2008 EICPC planned for 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 52 

RESPONSIBLE PERSON: Robert M. Marshall 

COMPANY: East Kentucky Power Cooperative, h c .  

Reauest 52. 

the specific aiiiendmeiits in Policy No 505, Insurance Benefits, which have been made 

since the test yea1 in East Ihitucky’s 2006 rate case 

Refei to the response to Item 37 of Staffs First Request Identify 

Response 52. 

benefit progam was eliminated for, employees hired on or after 01-01-07; aiid a new 

eidianced 4013~ plan became available for all employees hired on or after 01-01-07. The 

Supplemental Death Plan, which only pertains to tlie RS benefit, only applies to 

employees hired prior to 01-01-07, Employees hired on or after. 01-01-07 must have 20 

years of service to receive the 50% discount on retiree medical premiums and the 

coverage is only available to age 65 

Amended 10-0.3-06: The Retirement aiid Security (RS) defined 

Amended 09-11-07: The term “regular” employee was changed to “full-time” employee. 

The 401k plan language was moved to tlie second page of the amendment. The retired 

life insurance benefit was changed to be consistent with the retired medical plan 

regarding the years of service requirement for the 50% discount Executive positions 

eligible for the $100,000 business travel benefit were clarified. 
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Amended 11-13-07: The RS defined benefit piograni, which is only available to 

employees hired piior to 01-01-07, was changed from a 2 0 COLA benefit to a 1 8 11011- 

COLA benefit effective 01-01-08 

Amended 12-10-08: Employees hired on 01 after 01-01-09 who worked at an NRECA 
participating cooperative oi ernployel that participates in the RS plan iniiiiediately 

preceding their eiiiployiient at EISPC will be allowed to paiticipate in the EKPC RS plan 

and corresponding 4011c 2% matching plan 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 5.3 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Reauest 53. Refer to the response to Iteiii 47 b. of Staffs First Request, which 

shows that, for the 12 months ended September 30, 2008, tlie amount recorded by East 

Kentucky in Account 930, Miscellaneous General Expenses, was $3.8 million, and that, 

of that amount, $1.66 million was categorized as iiiiscellaneous, meaning it did not fall 

within one of tlie seven specific categories of expenses included in the response. For the 

forecasted test year, provide the total expense aiiiouiit that would be iiicluded in Account 

930 and tlie portion ofthat total that would be categorized as miscellaneous. 

Response 53. 

included in account 9.30 and categorized as miscellaneous totals $2,63.3,859. 

For the forecasted test year, the total expense amount that would be 
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EAST IaNTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF’S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 54 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Resuest 54. 

Piovide the schedule on page 2 of 2 of the iespoiise in at least a IO-point font 

Refer to the response to Item 47 c of Staffs Fiist Request 

Response 54. The requested schedule is iiiciuded on the attached CD. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2008-00409 

SECOND DATA REQUEST RESPONSE 

COMMISSION STAFF'S SECOND DATA REQUEST DATED 12/16/08 

REQUEST 55 

RESPONSIBLE PERSON: Ann F. Wood 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 55. 

Request. East ICentiicky did not provide a response to part d. of this question Provide 

the requested information. 

Refer to E.ast I<entucky's response to Item 53 ofstaffs First 

Response 55. The response to 53d of the Commission Staffs First Request was 

iiiadvertently omitted Please find the question and corresponding responses below 

Request 53d. (1) 

(2) 
(.3) 

Provide the date that East I<entucky adopted SFAS 158. 

Provide the effect 011 the financial statements. 

Confinii whether the base period or forecast period iiicludes 

any impact of the impleinentation. 

Response 53d. (1) East Kentucky adopted SFAS 158 iii 2007 

( 2 )  The 2007 effect of iinplemeiiting SFAS 158 was an increase 

in other coiiiprelieiisive income of $12,1.36,000, and a corresponding decrease in 

accrued postretirement benefit cost. This adoption is discussed in the footnotes to 

the audited financial statements provided in Voliiiiie 5 ,  Tab .39 of the Application. 
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( 3 )  Neither the base period nor forecast period includes any 

impact of thc implementation 


