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CASE NO. 
2026-00070 

O R D E R 

By Order entered on April 23, 2026, the Commission opened an investigation of 

the Environmental Surcharge for East Kentucky Power Cooperative, Inc. (EKPC) and its 

16-member distribution cooperatives (Member Cooperatives).1  The investigation 

encompassed the six-month expense period ending November 30, 2025.2 

LEGAL STANDARD 

KRS 278.183(3) requires, in pertinent part, that: 

At six (6) month intervals, the commission shall review past 
operations of the environmental surcharge of each utility, and 
after hearing, as ordered, shall, by temporary adjustment in 
the surcharge, disallow any surcharge amounts found not just 

 
1 Big Sandy Rural Electric Cooperative Corporation (Big Sandy RECC), Blue Grass Energy 

Cooperative Corporation (Blue Grass Energy), Clark Energy Cooperative (Clark Energy), Cumberland 
Valley Electric (Cumberland Valley Electric), Farmers Rural Electric Cooperative Corporation (Farmers 
RECC), Fleming-Mason Energy (Fleming-Mason Energy), Grayson Rural Electric Cooperative Corporation 
(Grayson RECC), Inter-County Energy Cooperative (Inter-County Energy), Jackson Energy Cooperative 
(Jackson Energy), Licking Valley Rural Electric Cooperative Corporation (Licking Valley RECC), Nolin Rural 
Electric Cooperative Corporation (Nolin RECC), Owen Electric Cooperative (Owen Electric), Salt River 
Electric (Salt River Electric), Shelby Energy Cooperative (Shelby Energy), South Kentucky Rural Electric 
Cooperative Corporation (South Kentucky RECC) and Taylor County Rural Electric Cooperative 
Corporation (Taylor County RECC). 

2 Opening Order (Ky. PSC Apr. 23, 2026).   
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and reasonable and reconcile past surcharges with actual 
costs recoverable pursuant to subsection (1) of this section.   
 

BACKGROUND 

 On March 17, 2005, the Commission approved EKPC’s environmental surcharge 

application and established a surcharge mechanism.3  The Commission also approved a 

mechanism to pass through the environmental surcharge to EKPC’s Member 

Cooperatives.4  The Commission’s last review was completed on January 26, 2026.5   

The Commission issued a procedural schedule as Appendix A to the Opening 

Order.6  There were no intervention requests in this proceeding.  EKPC and the Member 

Cooperatives responded to two requests for information.7  On August 18, 2026, the 

 
3 Case No. 2004-00321, Application of East Kentucky Power Cooperative, Inc. for Approval of an 

Environmental Compliance Plan and Authority to Implement an Environmental Surcharge (Ky. PSC Mar. 
17, 2005). 

4 Case No. 2004-00372, Application of Big Sandy RECC, Blue Grass Energy Cooperative 
Corporation, Clark Energy Cooperative, Cumberland Valley Electric, Farmers RECC, Fleming-Mason 
Energy, Grayson RECC, Inter-County Energy Cooperative, Jackson Energy Cooperative, Licking Valley 
RECC, Nolin RECC, Owen Electric Cooperative, Salt River Electric, Shelby Energy Cooperative, South 
Kentucky RECC and Taylor County RECC for Authority to Pass Through the Environmental Surcharge of 
East Kentucky Power Cooperative, Inc. (Ky. PSC Mar.17, 2005). 

5 Case No. 2025-00266, An Electronic Examination by the Public Service Commission of the 
Environmental Surcharge Mechanism of East Kentucky Power Cooperative, Inc. for the Two-Year Expense 
Period Ending May 31, 2025, and the Pass-Through Mechanism of Its Sixteen Member Distribution 
Cooperatives (Ky. PSC Jan. 26, 2026). 

6 Opening Order (Ky. PSC Apr. 23, 2026), Appendix A. 

7 EKPC’s Response to Commission Staff’s First Request for Information (Staff’s First Request) 
(filed May 15, 2026); Nolin RECC’s Response to Staff’s First Request (filed May 15, 2026); Salt River 
Electric’s Response to Staff’s First Request (filed May 15, 2026); Licking Valley RECC’s Response to Staff’s 
First Request (filed May 15, 2026); Fleming-Mason Energy’s Response to Staff’s First Request (filed May 
15, 2026); Inter-County Energy’s Response to Staff’s First Request (filed May 15, 2026); Owen Electric’s 
Response to Staff’s First Request (filed May 15, 2026).  Grayson RECC’s Response to Staff’s First Request 
(filed May 15, 2026);Shelby Energy’s Response to Staff’s First Request (filed May 15, 2026); Cumberland 
Valley Electric’s Response to Staff’s First Request (filed May 15, 2026); Clark Energy’s Response to Staff’s 
First Request (filed May 15, 2026); Big Sandy’s Response to Staff’s First Request (filed May 15, 2026); 
Jackson Energy’s Response to Staff’s First Request (filed May 15, 2026); Blue Grass Energy’s Response 
to Staff’s First Request (filed May 15, 2026); Big Sandy RECC’s Response to Staff’s First Request (filed 
May 15, 2026); Farmers RECC’s Response to Staff’s First Request (filed May 15, 2026); Taylor RECC’s 
Response to Staff’s First Request (filed May 15, 2026); South Kentucky RECC’s Response to Staff’s First 
Request (filed May 15, 2026); EKPC’s Response to Commission Staff’s Second Request for Information 
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parties requested that the decision be made based on the record.8  This matter stands 

submitted for a decision. 

SURCHARGE ADJUSTMENT 

The Commission, finding no hearing necessary, finds as follows.  The Commission 

reviewed EKPC’s activity during the review period set forth in this Order, including an 

under-recovery9 that occurred in November 2025.  EKPC applied its November 2025 

under-recovery to the December 2025 expense month, which was billed in January 

2026.10  The Commission finds EKPC’s application of its November 2025 under-recovery 

to the December 2025 expense month to be reasonable.  

RATE OF RETURN 

For the expense months ending November 2025, the rate of return (ROR) was 

6.474 percent, which was approved by the Commission in Case No. 2025-00013.11  

EKPC’s rate of return on environmental compliance rate base is determined by multiplying 

the weighted average debt cost for the debt issuances directly related to projects in the 

 
(Staff’s Second Request) (filed May 6, 2025); Big Sandy RECC’s Supplemental Response to Staff’s First 
Request (filed June 10, 2026); Fleming-Mason Energy’s Response to Staff’s Second Request (filed June 
18, 2026); Licking Valley RECC’s Response to Staff’s Second Request (filed June 24, 2026).   

8 EKPC and Its 16 Member-Owner Cooperative’s Motion for a Decision to Submit the Matter on the 
Record (filed Aug. 18, 2026). 

9 EKPC incurred an under-recovery of $1,950,206 in November 2025.  EKPC’s Response to Staff’s 
First Request, Item 1, Attachment 1 at 19. 

10 Direct Testimony of Christian Everly (Everly Direct Testimony) (filed May 15, 2026) at 11; EKPC’s 
Response to Staff’s First Request, Item 1. 

11 Case No. 2025-00013, An Electronic Examination By the Public Service Commission of the 
Environmental Surcharge Mechanism of East Kentucky Power Cooperative, Inc. for the Sixth-Month 
Expense Periods Ending May 31, 2022, November 30, 2022, November 30, 2023, May 31, 2024, and 
November 30, 2024, the Two-Year Expense Period Ending May 31, 2023, and the Pass-Through 
Mechanism of its Sixteen Member Distribution Cooperatives (Ky. PSC July 28, 2025). 
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approved compliance plan times a stated TIER.12  The use of a 1.50 TIER was first 

authorized in Case No. 2025-00013.13  EKPC is proposing a weighted average cost of 

debt of 4.323 percent based on the debt cost of each debt issuance directly related to the 

projects in the environmental compliance plan as of November 30, 2025 and debt cost 

for the Credit Facility for all environmental compliance plan construction work in progress 

as of November 30, 2025.14  EKPC is proposing a ROR of 6.50 percent in this 

proceeding.15 

Having considered the record, the Commission finds that EKPC’s requested 

6.50 percent ROR is reasonable and should be approved.  A TIER of 1.50 is reasonable 

in the determination of the ROR.  EKPC filed sufficient evidence to support its average 

debt costs and provided sufficient evidence that its environmental compliance 

investments are financed with long-term debt.   

PASS-THROUGH MECHANISM REPORT 

Under the pass-through mechanism, the environmental surcharge factors 

computed for retail customers were billed by EKPC’s Member Cooperatives at 

approximately the same time as EKPC billed the Member Cooperatives at wholesale.  

 
12 Everly Direct Testimony at 8. 

13 Case No. 2025-00013, An Electronic Examination By the Public Service Commission of the 
Environmental Surcharge Mechanism of East Kentucky Power Cooperative, Inc. for the Sixth-Month 
Expense Periods Ending May 31, 2022, November 30, 2022, November 30, 2023, May 31, 2024, and 
November 30, 2024, the Two-Year Expense Period Ending May 31, 2023, and the Pass-Through 
Mechanism of Its Sixteen Member Distribution Cooperatives (Ky. PSC July 28, 2025). 

14 EKPC’s Response to Staff’s First Request, Item 5a-d. 

15 Everly Direct Testimony at 11.  Applying a TIER of 1.50 multiplied by a weighted average cost of 
debt of 4.323% equals 6.50%.    
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The Member Cooperatives’ under- and over-recoveries are calculated and applied 

separately from EKPC’s total under-recovery during this review period. 

EKPC provided the Member Cooperatives over- or under-recovery amounts for the 

review period and proposed that they be refunded or collected by amortizing the amount 

over a period of six months beginning in the first month after the Commission’s Order in 

this proceeding.16  

Member Cooperative 

Total (Over)/Under 
Recovery 

Months 
to 

Amortize 

Monthly Amortization  
(Over) Under (Over) Under  

Big Sandy RECC ($162,179)   6 ($27,030)    

Blue Grass Energy   $113,715  6  $18,953   

Clark Energy ($352,668)   6 ($58,778)    

Cumberland Valley 
Electric    $411,451  6  $68,575  

 

Farmers RECC   $80,774  6   $13,462   

Fleming-Mason Energy ($546,704)   6 ($91,117)    

Grayson RECC   $74,113  6   $12,352   

Inter-County Energy ($546,795)   6 ($91,133)    

Jackson Energy ($311,516)   6 ($51,919)    

Licking Valley RECC ($333,361)   6 ($55,560)    

Nolin RECC ($46,194)   6 ($7,699)    

Owen Electric   $488,080  6   $81,347   

Salt River Electric   $173,006  6  $28,834   

Shelby Energy ($70,081)   6 ($11,680)    

South Kentucky RECC ($351,358)   6 ($58,560)    

Taylor RECC ($506,999)   6 ($84,500)   
 

Cumulative Totals ($3,227,855) $1,341,139    ($537,976) $223,523  
 

   

The Commission finds the Member Cooperatives' proposals to amortize their 

respective accumulated over- or under-recovery amounts in each of the first six expense 

 
16 EKPC’s Response to Staff’s First Request, Item 2.  
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months following the final Order in this proceeding reasonable as is customary in 

environmental surcharge six-month reviews.   

IT IS THEREFORE ORDERED that:  

1. The amounts billed by EKPC through its environmental surcharge for the 

six-month review of EKPC’s environmental surcharge for the expense month ending 

November 30, 2025, are approved.  

2. EKPC shall use a ROR of 6.50 percent in all monthly environmental 

surcharge filings subsequent to the date of this Order.  

3. EKPC’s Member Cooperatives shall include the applicable monthly retail 

pass-through adjustments, shown in the Appendix to this Order, in the determination of 

each Member Cooperative’s respective pass-through mechanism amortized monthly in 

each of the first six expense months following the date of this Order, as discussed herein.  

4. This case is closed and removed from the Commission’s Docket. 
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Entered on this 17th day of September, 2026. 

PUBLIC SERVICE COMMISSION 

___________________________ 
Angie Hatton 
Chair 

___________________________ 
Mary Pat Regan 
Vice Chair 

___________________________ 
Andrew W. Wood 
Commissioner 

___________________________ 
Barry L. Mayfield 
Commissioner 

ATTEST: 

______________________ 
Justin McNeil 
Executive Director 
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APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2026-00070  DATED SEP 17 2026

Member Cooperatives’ Adjustments to Monthly Pass-Through Mechanism 

The EKPC Member Cooperatives shall include the following monthly adjustments in the 
determination of the applicable pass-through factors for the first six months after the date 
of this Order.   

Total Amount of Monthly Amount Monthly 

Over-Recovery To Be Returned Bill Impact

Big Sandy RECC $162,179 $27,030 $1.86

Clark Energy Cooperative $352,668 $58,778 $1.55

Fleming-Mason Energy Cooperative $546,704 $91,117 $2.63

Inter-County Energy Cooperative Corp. $546,795 $91,133 $2.87

Jackson Energy Cooperative $311,516 $51,919 $0.85

Licking Valley RECC $333,361 $55,560 $2.56

Nolin RECC $46,194 $7,699 $0.15

Shelby Energy Cooperative $70,081 $11,680 $0.58

South Kentucky RECC $351,358 $58,560 $0.67

Taylor County RECC $506,999 $84,500 $2.13

Total Amount of Monthly Amount Monthly 

Under-Recovery To Be Collected Bill Impact

Blue Grass Energy Cooperative $113,715 $18,953 $0.21

Cumberland Valley Electric $411,451 $68,575 $2.40

Farmers RECC $80,774 $13,462 $0.47

Grayson RECC $74,113 $12,352 $0.73

Owen Electric Cooperative $488,080 $81,347 $1.02

Salt River Energy Cooperative Corp. $173,006 $28,834 $0.32
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