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Via Hand-Delivery

Mr. Jeffrey Derouen

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

Frankfort, Kentucky 40602

Re: Case No. 2008-00409
Dear Mr. Derouen:

Please find enclosed for filing with the Commission in the above-referenced case an
original and ten copies of the responses of East Kentucky Power Cooperative, Inc. (“EKPC”) to
the Commission Staff’s Third Data Request, dated January 23, 2009, and the Supplemental Data
Request of the Attorney General (“AG”), dated January 23, 2009. An original and ten redacted
copies of EKPC’s Responses to the Second Data Request of Kentucky Industrial Utility
Customers, Inc. (“KIUC”), dated January 23, 2009, are also enclosed.

You will also please find an original and ten copies of EKPC’s Petition for Confidential
Treatment of Information regarding designated responses to KIUC data requests, along with a
copy of the designated confidential pages.

Please return a file stamped copy of all of the above to me in the enclosed self-addressed,
stamped envelope.
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Mark David Goss
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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 )

David G. Eames, being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Attorney
General’s Supplemental Data Requests in the above-referenced case dated January 23,
2009, 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 me on this 4/ tf: day of February, 2009.

N5 S

Notary Public

My Commission expires: S =/5-0.0/]




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 )

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 Attorney
General’s Supplemental Data Requests in the above-referenced case dated January 23,
2009, 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.
‘\&O\w\ M %\ .
Subscribed and sworn before me on this a f’_"f{ day of February, 2009.

Notaryﬁsiﬁé g %

My Commission expires: MAJM

/




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 )

Robert M. Marshall, being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Attorney
General’s Supplemental Data Requests in the above-referenced case dated January 23,
2009, 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.

A ' /
Subscribed and sworn before me on this c?/\//b day of February, 2009.

O,

Noﬁry"f’ublic

My Commission expires: W 23 Lo //




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 )

Frank J. Oliva, being duly swomn, states that he has supervised the preparation
of the responses of East Kentucky Power Cooperative, Inc. to the Attorney General’s
Supplemental Data Requests in the above-referenced case dated January 23, 2009, 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.

Gt 04

Subscribed and sworn before me on this 3/2:3’2 day of February, 2009.

Notary i

My Cominission expires: ;Lg £9 QgA R_A00%



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 ) )
)

OLDHATA
COUNTY OF FEFFERSON- )

William Steven Seelye, being duly sworn, states that he has supervised the
preparation of the responses of East Kentucky Power Cooperative, Inc. to the Attorney
General’s Supplemental Data Requests in the above-referenced case dated January 23,
2009, 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 me on thisﬁQ«z{/ day of February, 2009.

%fm//7/ / %#M

Notary Pu 1c

My Commission expires: |2- 02~ (O




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 )

Ann F. Wood, being duly sworn, states that she has supervised the preparation
of the responses of East Kentucky Power Cooperative, Inc. to the Attorney General’s
Supplemental Data Requests in the above-referenced case dated January 23, 2009, and
that the matters and things set forth therein are true and accurate to the best of her

knowledge, information and belief, formed after reasonable inquiry.

(rar S ()ooA

Subscribed and sworn before me on this ‘\‘ft‘?}' day of February, 2009.

Notary stﬁ; Ig % %

My Commission expires: M Z 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. )

RESPONSES TO ATTORNEY GENERAL’S
DATA REQUESTS
TO EAST KENTUCKY POWER COOPERATIVE, INC.
DATED JANUARY 23, 2009






AG Request 1

Page 1 of 4
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409

RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 1
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 1. The following questions relate to the impending accounting move
from U.S. GAAP to International Financial Reporting Standards (“IFRS”).
Request 1a. Please provide a narrative explanation of the anticipated impact of
moving from U.S. GAAP to IFRS.
Response 1a. Rural electric cooperatives are governed by 7 CFR Part 1767,

Accounting Requirements for Rural Development Electric Program Borrowers, which do
not yet reference IFRS. The anticipated impact of moving from U.S. GAAP to IFRS is

too early to determine at this time, especially for private, regulated U.S.-based utilities.

Request 1b. When does the Company expect to adopt IFRS?
Response 1b. As for when EKPC expects to adopt IFRS, the U.S. Securities and

Exchange Commission has taken the lead for public companies. The SEC has proposed
allowing some large American companies to begin using international accounting
standards as early as next year and to require all American companies to do so by 2016.
Under the proposal, a small group of large companies, which the SEC estimated at about

110 firms, would be allowed to use the international rules in financial statements issued
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Page 2 of 4

after December 15, 2009. This means companies on a calendar-year basis could use the
international rules for their 2009 annual reports. To be allowed to do that, the company
would have to be among the 20 largest in its industry around the world, and a large

number of its competitors would have to already be using the international standards.

The SEC said it would consider requiring large U.S. companies to move to the
international standards for their 2014 financial statements, with smaller ones required to
make the move in 2015 and the smallest - but the largest number - allowed to delay until

2016. Under the plan, a final decision on those companies would be made in 2011.

Based on this proposal, as a private, regulated U.S.-based utility, EKPC would not expect
to adopt IFRS until 2016 or thereafter. However, having said that, the FASB and the
IASB are in the process of converging and are jointly developing standards. One such
standard involved the reclassification of equity. The FASB proposed SFAS 150 in 2003
to reclassify equity, which had a negative impact on cooperatives. These impacts were

communicated to the FASB as discussed in part ¢ below.

Request 1c. Please provide all analyses, quantifications, reports, studies, etc.
that the Company has conducted regarding the adoption of IFRS.

Response 1c. EKPC has not yet conducted any analyses, quantifications, reports,
or studies regarding the adoption of IFRS. EKPC relies on the National Rural Electric
Cooperative Association (“NRECA”) to stay abreast of key accounting rules and
proposed changes and to communicate with accounting standard setters about the impacts
on co-ops. NRECA is a not-for-profit national service organization representing
approximately 930 not-for-profit, member-owned rural electric cooperatives. The great
majority of these cooperatives are tax-exempt distribution cooperatives that provide retail

electric service
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to over 40 million consumer-owners in 47 states. NRECA members also include 65
generation and transmission cooperatives that supply wholesale electric power to their

distribution cooperative member-owners, including EKPC.

Request 1d. Please provide a specific discussion of how the change to IFRS
will impact the Company’s accounting calculations and entries relating to SFAS No. 143,
FIN No. 47 and the existing regulatory liability for cost of removal, SFAS No. 71 and the

difference between financial and regulatory accounting.

Response 1d. EKPC believes that it is too early to determine how the change to
IFRS will impact EKPC’s accounting calculations and entries relating to SFAS No. 143,
FIN No. 47 and the existing regulatory hability for cost of removal, SFAS No. 71 and the

difference between financial and regulatory accounting.

The IASB has a project on its agenda to discuss the impact of regulatory accounting
(SFAS 71 in the US). Currently, there is no similar standard under IFRS. The current
thinking is that there may be an exposure draft in the second quarter of 2009 with a final
standard publication date yet to be determined. EKPC must wait and see how the IASB

approaches the issue of accounting for the effects of regulation.

Request le. Please provide a specific discussion of how the change to IFRS
will impact the Company’s accounting calculations and entries relating to depreciation,
accumulated depreciation, gross salvage and cost of removal. Include a discussion of any

difference between financial and regulatory reporting relating to these items.

Response le. Given the absence of an IASB standard similar to SFAS 71, it is

too early to determine how the change to IFRS will impact EKPC’s accounting
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calculations and entries relating to depreciation, accumulated depreciation, gross salvage

and cost of removal.

Request 1f. Please provide a specific discussion of how the change to IFRS
will impact the Company’s accounting calculations and entries relating to current income
taxes, deferred income tax expense and accumulated deferred taxes. Include a discussion

of any difference between financial and regulatory reporting relating to these items.

Response 1f. As a not-for-profit electric cooperative, EKPC does not anticipate
that the change to IFRS will impact its accounting calculations and entries relating to

current income taxes, deferred income tax expense, and accumulated deferred taxes.

Request 1g. Identify all items and accounts currently classified as contra-
accounts, deferred debits and credits, liabilities and assets which will or may flow to

equity upon the replacement of GAAP with IFRS.

Response 1g. Identifying all items and accounts currently classified as contra-
accounts, deferred debits and credits, liabilities and assets which will or may flow to
equity upon the replacement of GAAP with IFRS is too early to determine, particularly in
the absence of an IASB standard similar to SFAS 71.






AG Request 2
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 2
RESPONSIBLE PERSON: William Steven Seelye/Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 2. Please provide each applicable Exhibit and/or Schedule of the

Company’s filing showing the impact of the regulatory asset approved in Case No. 2008-

00436. Also, provide a list of each item or category that changed.

Response 2. Please see revisions to Seelye Exhibit 2 on pages 2 through 4 of
this response. Seelye Exhibit 2, Schedule 1.19 (page 4 of this response) provides the
calculation of amortization of the regulatory asset granted by the Order in Case No. 2008-
00436. Pages 1 and 2 of Seelye Exhibit 2 (pages 2 and 3 of this response) have been
modified accordingly. Please also note that Seelye Exhibit 2, page 1, line 16 (page 2 of
this response), has been revised based on the correction noted in Response 25b to

Commission Staff’s Second Data Request.
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EAST KENTUCKY POWER COOPERATIVE, INC.
Adjustment to Amortize Net Unrecovered Forced Outage Replacement Fuel Costs

2008 Net Unrecovered Forced Outage
Replacement Fuel Costs As Per Commission
Order in Case No. 2008-00436, dated
December 23, 2008

Monthly Amortization--Assuming 3-Year
Amortization Period $ 341,700

Annual Amortization Assuming 3-Year Amortization
Period (Beginning with Effective Date of Rates)

AG Request 2
Page 4 of 4

Seelye Exhibit 2
Schedule 1.19
(Addendum to

Seelye Exhibit 2)

$ 12,301,196

$ 4,100,399







AG Request 3

Page 1 of 1
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 3
RESPONSIBLE PERSON: David G. Eames
COMPANY: East Kentucky Power Cooperative, Inc.
Request 3. Please refer to the response to AG 1-26. Does EKPC have an
actual Asset Management Plan document? If so, please provide it.
Response 3. EKPC’s Asset Management Plan is contained in two documents.

One document is its 2006 Integrated Resource Plan, and one document is its 2008

Financial Forecast.
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Page 1 of 1
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 4
RESPONSIBLE PERSON: Frank J. Oliva
COMPANY: East Kentucky Power Cooperative, Inc.
Request 4. Please refer to the response to AG 1-29. The electronic copy of

Eames Exhibit No. 1 does not provide any supporting calculations showing how the test
year amounts were determined. Please provide these calculations in Excel with all
formulae intact, including any linked files. Also, please provide amounts by account,
showing how they are rolled up into the revenue and expense categories shown in the
Exhibit. The files provided should allow the user to review exactly how a given amount
was calculated (wages, for instance), make any recommended changes, and incorporate

the changes into the appropriate revenue/expense category.

Response 4. The support for Eames Exhibit 1, which reflects amounts by

account, is included on the enclosed CD.
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Page 1 of 2
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409

RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 5
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 5. Please refer to the response to AG 1-32.
Request 5a. What caused the large increase in a/c 14305 in 20077
Response 5a. The large increase in account 14305 in 2007 is the result of a

receivable due from Warren RECC. Warren RECC (who was in the process of becoming
a member of EKPC) made a decision in late 2006 not to join EKPC. Pursuant to an
agreement between the two parties that was reached in 2007, Warren RECC agreed to
compensate EKPC a sum of $3,700,000 for property interests and system upgrades to be
conveyed to Warren RECC. This sum was established as a receivable in a/c 14305 and 1s
included in the Dec. 31, 2007 balance for this account. Payment was received from

Warren RECC in 2008 and the receivable was relieved accordingly.

Request 5b. What does NRECA (a/c 14313) stand for and why did it decrease
to $0 in 2007?
Response 5b. The abbreviation, NRECA, stands for the National Rural Electric

Cooperative Association. The balance in account 14313 was recorded in 2006

representing a receivable from NRECA that pertained to the pension restoration plan for
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EKPC’s then CEQ, Roy Palk. This receivable was settled in 2007 leaving the zero

balance reflected in this account thereafter.

Request Sc. What caused the large increase in a/c 14341 in 20087
Response Sc. Several member and non-member cooperatives are participants in

EKPC’s self-funded medical plan. The balance in account 14341 represents the claims
incurred in excess of the plan funding by the participants and will vary at any point in

time based upon the level of claims in relation to funding.






AG Request 6

Page 1 of 9
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 6
RESPONSIBLE PERSON: Frank J. Oliva
COMPANY: East Kentucky Power Cooperative, Inc.
Request 6. Please refer to the response to AG 1-33.
Request 6a. Please explain exactly what the actual and budget amounts shown

in the response represent. For instance, do they represent anticipated and actual gross

salvage receipts from retirements? Or do they represent net salvage?

Response 6a. The actual amounts represent net salvage. The budget amounts

represent cost of removal.

Request 6b. Please select one period and provide sample accounting entries for

the actual amounts.

Response 6b. Table 1, shown on page 4 of this response, reflects the retirements
charged to account 10880 during the third quarter of 2008 and matches the amount
reported in the response to Request 33, Page 2 of 2, of the Attorney General’s First Data
Request. Table 2, shown on pages 5 and 6, details the full journal entries associated with

the retirements.
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Page 2 of 9
Request 6¢. How are the budget amounts determined? Please provide the
calculation of these amounts for each period.
Response 6c¢. Transmission service center personnel estimate the cost of removal

to be ten percent of the cost to replace minor items of transmission and distribution plant.

Please see page 7 for calculation of amounts for each period of the third quarter of 2008.

Request 6d. What caused the negative actual amounts?
Response 6d. The negative actual amounts represent salvage value in excess of

cost of removal.

Request Ge. Why is there consistently a large difference between the budget

amount and the actual amount?

Response 6e. Refer to Response 6(f) below.
Request 6f. The response seems to indicate that EKPC does not budget or

forecast retirement dollars, i.e., the amount of plant to be retired each year. If this is the

case, please explain why the Company does not prepare this sort of budget or forecast.

Response 6f. Because computation of retirements is complex and requires the
identification of specific unit values of plant assets and the retirement values only affect
the forecasted balance sheet, EKPC does not attempt to budget or forecast retirement
dollars for major items. The only amount budgeted is for the cost of removal of minor

items of transmission and distribution plant.
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Request 6g. If the Company does prepare a forecast of plant retirement dollars,
please provide the comparison between those amounts and the dollars actually retired by

month for 2006, 2007 and 2008.

Response 6g. Please see page 8 for comparison between forecast of plant
retirement dollars and actual dollars retired by month for 2006, 2007, and 2008.

Request 6h. Please provide the amounts included in the test year budget for this
case.
Response 6h. Please see page 9 for amounts included in test year budget for this

case.
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l I | i
Table 1
Period Journal Date Acct Sum Amount
7 0000015744 2008-07-31 10880 679
7 AL00000006 2008-07-31 10880 144,442
7 MR0O0015742 2008-07-31 10880 (15,250)
7 MRQO0015777 2008-07-31 10880 (24,891)
7 RET0015835 2008-07-31 10880 234,936
8 0000015979 2008-08-31 10880 (65,416)
8 AL00000001 2008-08-31 10880 38
8 ALO0000002 2008-08-31 10880 132
8 ALODDO0003 2008-08-31 10880 76
8  |ALOO000006 — [2008-08-31 | 10880 |~ 61316
8 MR00015863 2008-08-31 10880 +  (27,637)
8 MRO00015894 2008-08-31 10880 (18,238)
8 MR00015902 2008-08-31 10880 (33,614)
8 PR00015893 2008-08-31 10880 511
8 RET0015890 2008-08-31 10880 (3,321,994)
8 RET0015982 2008-08-31 10880 23,631
8 TRNOO15919 2008-08-31 10880 87
9 0000016004 2008-09-30 10880 (25)
9 AL0O0O000006 2008-09-30 10880 69,346
9 MR00016018 2008-09-30 10880 (46,607)
9 MR00016034 2008-09-30 | 10880 (8,487)
9 RET0016100 2008-09-30 10880 (101,636)
(3,128,602)
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Table 2
Period Journal Date Acct | Sum Amount
7 0000015744 2008-07-31 10880 679
7 0000015744 2008-07-31 59200 (679)
0000015744 Total 0
7 ALO0000006 2008-07-31 10720 (144,442)
7 AL00000006 2008-07-31 10880 144,442
AL.00000006 Total 0
7 MRO00015742 2008-07-31 15415 15,250
7 MRO0O0015742 2008-07-31 10880 (15,250)
MRO00015742 Total 0
7 MRO0015777 2008-07-31 10880 (24,891)
7 MR00015777 2008-07-31 15402 24,891
MRO00015777 Total 0
7 RET0015835 2008-07-31 10850 145,119
7 RET0015835 2008-07-31 10858 53,076
7 RET0015835 2008-07-31 10860 135,545
7 RET0015835 2008-07-31 10868 25,908
7 RET0015835 2008-07-31 10880 234,936
7 RET0015835 2008-07-31 35300 ~ (176,008)
7 RET0015835 2008-07-31 36200 ~(418,578)
RET0015835 Total ) 0
8 0000015979 2008-08-31 10720 20,665
8 0000015979 2008-08-31 10720 1,415
8 0000015979 2008-08-31 10720 39,024
8 0000015979 2008-08-31 10720 2,996
8 0000015979 2008-08-31 10720 27,538
8 0000015979 2008-08-31 10720 3,728
8 0000015979 2008-08-31 10720 360
8 0000015979 2008-08-31 10720 (30,310)
8 0000015979 2008-08-31 10880 (65,416)
0000015979 Total 0
8 ALO0000001 2008-08-31 10880 38
8 AL.00000001 2008-08-31 40830 (38)
AL00000001 Total 0
8 AL0O0000002 2008-08-31 10880 132
8 AL00000002 2008-08-31 92600 (132)
AL00000002 Total 0
8 AL00000003 2008-08-31 10880 76
8 AL0O0000003 2008-08-31 92600 (76)
AL00000003 Total 0
8 AL00000006 2008-08-31 10720 (61,316)
8 AL.00000006 2008-08-31 10880 61,316
AL.00000006 Total 0
8 MRO00015863 2008-08-31 10880 (27,637)-
8 MR00015863 2008-08-31 15415 27,637
MR00015863 Total 0
8 MR00015894 2008-08-31 10880 (18,238)
8 MRO00015894 2008-08-31 15415 18,238
MR00015894 Total 0
8 MR00015902 2008-08-31 10880 (33,61—47
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8 [MR00015902 2008-08-31 | 15402 33,614
MR00015902 Total 0
8 |PRO0015893 2008-08-31 | 10880 | 511
PR00015893 2008-08-31 | 24220 | T (51)
PR00015893 Total 0
8 |RET0015890 2008-08-31 | 10814 | 65,201,579
8 |RET0015890 2008-08-31 | 10819 | 28,908,180
8 |RET0015890 2008-08-31 | 10880 (3,321,994)
8 |RET0015890 2008-08-31 | 31143 | (10,706,505)
8 |RET0015890 2008-08-31 | 31243 | (73,237,311)
8 |RET0015890 2008-08-31 | 31543 (6,655,832)
8 |RET0015890 2008-08-31 | 31643 (188,118)
RET0015890 Total 0)
8 |RET0015982 2008-08-31 | 10850 7,617
8 |RET0015982 2008-08-31 | 10858 4,489
8 |RET0015982 2008-08-31 | 10860 8,738
8 |RET0015982 2008-08-31 | 10868 (26)
8 |RET0015982 2008-08-31 | 10870 3,855
8 |RET0015982 2008-08-31 | 10878 6,759
8 |RET0015982 2008-08-31 | 10880 23,631
8 |RET0015982 2008-08-31 | 35300 (10,471)
8 |RET0015982 2008-08-31 | 36200 (40,738)
8 |RET0015982 2008-08-31_ | 39700 (3,855)
RET0015982 Total 0
8 |TRN0015919 2008-08-31 | 10880 87
TRN0015919 2008-08-31 | 18410 87)
TRN0015919 Total | 0
9 [0000016004 2008-09-30 | 56000 25
9 0000016004 2008-09-30 | 10880 (25
0000016004 Total 0
9 |AL00000006 2008-09-30 | 10720 (69,346)
9 |ALD0000006 2008-09-30 | 10880 69,346
AL00000006 Total 0
9 |MR00016018 2008-09-30 | 10880 (46,607)
9 |MR00016018 2008-09-30 | 15415 46,607
MR00016018 Total 0
9 [MR00016034 2008-09-30 | 10880 (8,487)
9 |MR00016034 2008-09-30 | 15415 8,487
MR00016034 Total 0
9 |RET0016100 2008-09-30 | 10880 (101,636)
RET0016100 2008-09-30 | 10850 95,859
RET0016100 2008-09-30 | 10858 121,959
RET0016100 2008-09-30 | 35500 (97,248)
RET0016100 2008-09-30 | 35600 (18,934)
RET0016100 Total 0

Grand Total

(0)
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East Kentucky Power Cooperative
Retirements Budgeted for July-September 2008

Budget
Jul-08 | Aug-08 | Sep-08

Budgeted Replacement of Minor ltems in
Transmission & Distribution Plant 42,050 42,220 42,020

Computed @ 10% of Replacement 4,205 4,222 4,202
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East Kentucky Power Cooperative
Actual to Budget Comparison
Retirements

2006 2007 2008
January
Actual 263,706 428,687 283,425
Budget 4,896 4,594 4,131
February
Actual (66,578) (116,872) 404,612
Budget 4,891 4,591 4123
March
Actual 193,750 46,001 (304,580)
Budget 6,822 5,174 4,202
April
Actual 58,294 (134,665) 811,994
Budget 6,142 6,081 4,205
May
Actual 134,381 (90,775) 156,038
Budget 4,970 4,671 4,202
June
Actual 858,589 189,308 (63,232)
Budget 4,970 4,671 4,202
July
Actual 588,984 47,314 339,915
Budget 4,982 4,682 4,205
August
Actual 919,896 250,878 (3,381,109)
Budget 4,982 4,681 4,222
September
Actual (233,792) 27,840 (87,408)
Budget 4,970 4,671 4202
October
Actual 23,326 (161,260) (141,799)
Budget 4,977 4,675 4,205
November
Actual 157,295 (119,897) (250,840)
Budget 4,970 4,671 4,209
December
Actual (868) 73,791 975,046
Budget 5,368 5,062 4,513
Total
Actual 2,896,984 440,350 (1,257,937)
Budget 62,940 58,224 50,621
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 7
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 7. Refer to the response to AG 1-43. It is not possible to recreate the

test year depreciation expense amounts by multiplying the rates shown in Application
Vol. 5, Tab 41 by the account balances shown on tab 43a of the response. Please provide
a schedule showing for each account the rate used, the formulae showing the calculation
of the depreciation expense amount using the plant balances given, and the formulae
showing the roll-up of the calculated depreciation expense into the depreciation expense
categories shown at the top of the page. In other words, please provide tab 43a of the
response showing all background calculations necessary to achieve the depreciation

expense amounts shown.

Response 7. For the following reason, it is virtually impossible to show the test
year depreciation expense amounts by multiplying depreciation rates times the account
balances. Assets are depreciated over their useful lives, which can vary depending on
when a particular asset was placed in service. For example, the in-service date for
Spurlock Unit #2 was March 2, 1981. However, the in-service date for the scrubber on
Spurlock Unit #2 was January 1, 2009. The expected retirement date for Spurlock Unit
#2, including the scrubber, has been extended to June 30, 2042. As a result of the 2005
depreciation study, the life of the original Spurlock Unit #2 assets was extended by 438
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months. The scrubber portion of the unit will be depreciated over 402 months. This
results in a blending of depreciation rates, which is extremely difficult to break down on a

schedule.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 8
RESPONSIBLE PERSON: William Steven Seelye/Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 8. Please refer to the response to AG 1-43. Please provide a new

depreciation/amortization amount that includes the recently ordered amortization of the
regulatory asset (Case No. 2008-00436). The amount should be a replacement for the
amount shown on page 2 of Eames Exhibit 1. Also, if the new amortization amount
differs from that discussed in the response to AG 1-43, please provide the calculation of

the new amount.

Response 8. The amortization amount (Case No. 2008-00436) does not differ
from the response to AG 1-43. Please note that Eames Exhibit 1 will not change as a
result of the above-referenced amortization amount, as this amount is an adjustment to
the revenue requirements. Please see the response to Request 2 for revisions to Seelye

Exhibit 2.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 9
RESPONSIBLE PERSON: Gary T. Crawford/Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 9. Please refer to the response to AG 1-48.
Request 9a. Explain fully the increase in temporary employees in the test year.
Response 9a. The number of temporary employees increased from 49 at the end

of the base year to 57 at the end of the test year for a net increase of eight. This net

increase is explained as follows:

e The addition of 3 summer employees/co-op students in Environmental
Affairs

e The addition of 3 co-op students at Cooper Station

e The addition of 2 Quality Control employees in Construction

e The addition of 1 part-time lineman at the Bardstown Service Center
(maintenance)

e The elimination of 1 temporary Construction Inspector

Request 9b. Explain why a 16% increase in employees from the base to the test

year caused a 112% increase in salaries.
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Salaries increased by 112% for the following reasons.

The net increase of eight temporary or part-time employees explained in
part (a) above resulted in a $350,000 increase in wages and salaries, of
which $291,000 related to the two quality control employees. These
employees are certified welding inspectors. Note that this quality control
function is critical to the long-term reliability of the Smith CFB facility.
Please note that for budgeting purposes, these inspectors were considered
to be temporary employees. However, EKPC may decide to continue
contracting this function. This decision will not impact the overall

expense as budgeted.

The number of temporary employees increased from 33 at the end of 2008
to 49 at the end of the test year, because 16 additional plant trainee co-op
students were budgeted to be hired at Spurlock Station in January 2009.
The wages of these 16 additional co-op students are included in only one
month of the base year (Jan. 2009), but they are included in all twelve
months of the test year. This accounts for a $100,000 increase in wages
and salaries. These temporary positions are needed due to the addition of

Spurlock Unit #4 and the scrubbers on Units #1 and #2.

An additional 19 summer employees are budgeted to be employed from
June to October 2009, but they will not be retained through the end of the
test year. These 19 employees are broken down as follows: Dale Station,
3; Cooper Station, 6; Spurlock Station, 8; and Smith Station, 2. The added

cost of hiring these summer employees is $150,000.
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Request 9c. Provide a list of the positions to be filled by the base and test year
temporary employees and explain why each new position is necessary.
Response 9e¢. Please see the attached list of the positions to be filled by the base

and test year temporary employees. These positions are needed as a result of business

expansion.

Please also see the response to 9b.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 10

RESPONSIBLE PERSON: Robert M. Marshall

COMPANY: East Kentucky Power Cooperative, Inc.

Request 10. Please refer to the response to AG 1-55. The response does not
answer the question. Please provide the reasons why only a portion of the budgeted
increase was distributed. Also, provide the calculations behind how the portion of the
increase to be used was determined. In other words, how were the dollar amounts or

percentages shown on pages 3 and 4 determined?

Response 10. The merit increase was 4.10 percent of gross payroll of
$41,772,209. Thus, $1,712,660 was available for distribution to EKPC employees.
Please note that not every employee received the 4.10 percent. Percentage increases were
dependent on two factors: an employee's individual performance review rating and an
employee's current earnings compared to the market. Department managers allocated
salary increases based on these two criteria. The result was, of the budgeted amount of

salary increases, only $1,375,924, which was 3.29%, was distributed.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 11
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 11. Please refer to the response to AG 1-66. What caused the increase

in workers’ compensation insurance and claims expenditures in 2008? Also, please

provide the amounts included in the base and test year.

Response 11. In 2008 East Kentucky settled two workers’ compensation claims
totaling $40,000 and paid large medical claims of $85,000 for three employees involved
in an automobile accident. Please note that during December, East Kentucky received a
reimbursement from its excess carrier on three claims, bringing the 2008 year-end
expenditures to approximately $558,000. Excluding the $125,000 in large claims noted
above, the 2008 claims level would be $433,000, which is consistent with the 2005-2007

levels.

Workers’ compensation expense included in the base and test year i1s $641,396 and

$571,975, respectively.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 12
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 12. Please refer to the response to AG 1-88.
Request 12a. Explain the expenses submitted by Robert Marshall as shown on
page 2. Are these related to a relocation?
Response 12a. A payment of $6,333.29 to Berger Transfer was made on
07/12/2007 for Robert Marshall’s relocation moving expenses.
Request 12b. If the amounts are due to a one-time relocation, please demonstrate
that the test year expense amounts have been reduced to reflect this fact.
Response 12b. The expenditure of $6,333.29 was a one-time relocation expense

and not included in the forecasted test year.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 13
RESPONSIBLE PERSON: James C. Lamb, Jr.
COMPANY: East Kentucky Power Cooperative, Inc.
Request 13. Please refer to the response to AG 1-91. Why did the Company

not purchase outage insurance during 2008? Using any outages that would have been
covered by the insurance, provide a comparison of the Company’s actual total 2008
outage-related expenses with what they would have been had outage insurance been

purchased.

Response 13. EKPC did not purchase outage insurance in 2008 because the
benefits from such a purchase were less than the cost. While formal outage insurance is
something that is available to EKPC, there are a limited number of companies offering
coverage, and this type of transaction is relatively illiquid. EKPC has purchased outage
insurance in the past. However, EKPC has never collected on any of its formal forced
outage policies. It should be noted that in addition to looking at formal outage insurance,
EKPC also looks at self-insurance, via the use of call options. EKPC typically chooses
either formal outage insurance or self-insurance, depending on its needs and market
conditions. EKPC continues to evaluate outage insurance options prior to each peak load

season, with input from ACES Power Marketing.

For 2008, EKPC was quoted $825,000 as the premium for coverage in the winter and
summer peak months. There was a 100 MW and $4,000,000 deductible and a
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$20,000,000 maximum payout. The strike price was $30/MWh, so any costs exceeding
that would be covered for a qualifying forced outage. EKPC evaluated the proposal and
concluded that it was not a financially advantageous coverage. The amount of financial

risk mitigation that would be achieved was not comparable to the premium.

Had EKPC purchased the quoted product, it would not have collected monies for any of
the covered forced outages. EKPC’s actual total 2008 outage-related expenses would not

have been any different had it purchased the outage insurance product described above.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 14

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.

Request 14. Refer to the response to AG 1-101. Please provide any documents,
studies, etc. supporting the use of a 40-year life for Spurlock 3 and Spurlock 4. (This
does not include depreciation studies or orders adopting the 40-year life, unless those

documents include some engineering or statistical justification for the life.)

Response 14. EKPC's most recent depreciation study (Commission Case No.
2006-00236) included an engineering analysis that supported a 40-year life for Spurlock
Unit 3. EKPC has estimated that Spurlock 4 will have the same useful life as Spurlock 3,

since both units use circulating fluidized bed technology.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 15

RESPONSIBLE PERSON: Frank J. Oliva

COMPANY: East Kentucky Power Cooperative, Inc.

Request 15. Please refer to the response to PSC 2-42. Please explain the
response more fully. For instance, if EKPC intends to budget for “Other Operating

Income — Revenue” in the future, why did it not include those amounts in the test year?

Response 15. For the five years prior to 2006, non-firm transmission monthly
revenue was inconsistent and relatively insignificant. Because of this uncertainty, the
forecasted test year’s revenue did not take into account the monthly revenue from non-
firm transmission even though such revenue began to increase during the 2005-2006
timeframe. The revenue from this non-firm transmission has only recently become
consistent enough to include in a future year’s budget and will be included in future

budget years.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 16

RESPONSIBLE PERSON: William Steven Seelye

COMPANY: East Kentucky Power Cooperative, Inc.

Request 16. Please refer to the response to PSC 2-44. Provide the attachment in

Excel with all formulae intact and showing all background calculations.

Response 16. Please see the file on the enclosed CD.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS
ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 17
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 17. Please refer to the response to PSC 2-53. The response seems to
indicate that for the test year the entire amount of account 930 would be categorized as
miscellaneous.
Request 17a. Please explain why none of the amount would fall under the seven

categories shown in PSC 1-47.

Response 17a. In responding to Commission Staff Second Data Request 53,

EKPC provided only the amount classified as miscellaneous. Please see Page 3 of this

response for a full categorization of amounts in Account 930.

Request 17b. If a portion of the amount does fall under those categories, please

provide a schedule showing the $2,633,859 amount divided between the categories.

Response 17b. Please see the response to part a, above.
Request 17c. What types of expenses are considered “miscellaneous” (as

opposed to those that are categorized)?
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Response 17c¢. Please note that the $2,654,474 reflected below is
slightly different than the $2,633,859 originally reported in the response to
Commission Staff Second Data Request 53. The following items are
accounted for in a 930 account and not in the categories listed:
Communications and printing for EKPC and its member systems $ 1,103,689
Property Tax for General Plant $ 649,268
Annual Meeting Expense for EKPC and its member systems $ 14,500
Research and Development $ 595,924
Commercial and Industrial Services for member systems $ 291,093
$ 2,654,474
Request 17d. What caused the decrease in the test year amount?
Response 17d. Please see Page 3 of this response. Note the increase in totals for

Account 930.



AG Request 17(a,d)

Page 3 of 3
Analysis of Account No 930 - Miscellaneous General Expenses
For the 12-Month Period Ended May 31, 2010
Line [tem Amount
No. (a) (b)
1 Industry Association Dues $1,670,495
2 Stockholder & Debt Service Expenses
3 Institutional Advertising 521,500
4  Conservation, Safety Advertising 10,000
5  Rate Department Load Studies
6  Director's Fees and Expenses 403,940
7  Dues and Subscriptions
8  Miscellaneous 2,654,474
9  Total 5,260,409
10 Amount Assigned to Kentucky Jurisdictional $5,260,409
By Account:
93010 $ 783,290
93020 403,940
93021 1,670,495
93022 1,156,877
93023 649,268
93025 596,539

$5,260,409
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00409
RESPONSE TO SUPPLEMENTAL DATA REQUESTS

ATTORNEY GENERAL’S DATA REQUESTS DATED 1/23/09
REQUEST 18

RESPONSIBLE PERSON: Frank J. Oliva

COMPANY: East Kentucky Power Cooperative, Inc.

Request 18. Please refer to the responses to KIUC 14 through 17. Please
provide these responses showing the impact of the regulatory asset approved in Case No.

2008-00436.

Response 18. Please see pages 2 through 10 of this response.



AG Request 18
Page 2 of 10

East Kentucky Power Cooperative, Inc.
TIER & DSC Calculations for year 2008
Including Effect of Creation of Regulatory Asset Approved in Case No. 2008-00436
(update of KIUC First Data Request Nos. 15 and 17)

For 2008: RUS Mortgage Agsreement and Credit Facility Agreement

TIER (a) Net Margins 29,486,790

(b) Interest on Long Term Debt 109,848,439

TIER = (a) + (b) / (b) = 139,335,229 / 109,848,439 = 1.268
DSC (a) Depreciation 41,196,739

(b) Interest on L-T Debt 109,848,439

(¢) Margins 29,486,790

(d) Interest + Principal 172,090,195

DSC=(a)+(b) +(¢)/ (d) = 1.049
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