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Q. Please state your name, business address, and occupation. 1 

A. My name is Isaac S. Scott and my business address is East Kentucky Power Cooperative, 2 

Inc. (“EKPC”), 4775 Lexington Road, Winchester, Kentucky 40391.  I am the Manager of 3 

Pricing for EKPC. 4 

Q. Please state your education and professional experience. 5 

A. I received a B.S. degree in Accounting, with distinction, from the University of Kentucky 6 

in 1979.  After graduation I was employed by the Kentucky Auditor of Public Accounts, 7 

where I performed audits of numerous state agencies.  In December 1985, I transferred to 8 

the Kentucky Public Service Commission (“Commission”) as a public utilities financial 9 

analyst, concentrating on the electric and natural gas industries.  In August 2001, I became 10 

manager of the Electric and Gas Revenue Requirements Branch in the Division of Financial 11 

Analysis at the Commission.  In this position, I supervised the preparation of revenue 12 

requirement determinations for electric and natural gas utilities as well as determined the 13 

revenue requirements for the major electric and natural gas utilities in Kentucky.  I retired 14 

from the Commission effective August 1, 2008.  In November 2008, I became the Manager 15 

of Pricing at EKPC. 16 

Q. Please provide a brief description of your duties at EKPC. 17 

A. As Manager of Pricing, I am responsible for rate-making activities which include designing 18 

and developing wholesale and retail electric rates and developing pricing concepts and 19 

methodologies.  I report directly to the Director of Regulatory and Compliance Services. 20 

Q. What is the purpose of your testimony in this proceeding? 21 

A. The purpose of my testimony is to address the following topics: 22 
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 Describe how EKPC and its Member Cooperatives have applied the environmental 1 

surcharge mechanism and the pass through mechanism in a reasonable manner during 2 

the period under review; 3 

 Propose updating the rate of return used in the environmental surcharge calculation;  4 

 Propose a change in the pass-through mechanism for three of the Member 5 

Cooperatives; and 6 

 Discuss EKPC and its Member Cooperatives’ position concerning a roll-in of the 7 

environmental surcharge into EKPC’s wholesale base rates. 8 

Q. Is EKPC preparing testimony and responding to data requests on behalf of its 9 

Member Cooperatives? 10 

A. Pursuant to the Commission’s November 15, 2019 Order, EKPC is preparing testimony on 11 

behalf of each Member Cooperative.  The Member Cooperatives are:  Big Sandy Rural 12 

Electric Cooperative Corporation (“RECC”), Blue Grass Energy Cooperative Corporation, 13 

Clark Energy Cooperative, Inc., Cumberland Valley Electric, Inc., Farmers RECC, 14 

Fleming-Mason Energy Cooperative (“Fleming-Mason”), Grayson RECC, Inter-County 15 

Energy Cooperative Corporation (“Inter-County”), Jackson Energy Cooperative, Licking 16 

Valley RECC, Nolin RECC (“Nolin”), Owen Electric Cooperative (“Owen”), Salt River 17 

Electric Cooperative Corporation, Shelby Energy Cooperative, Inc. (“Shelby”), South 18 

Kentucky RECC, and Taylor County RECC.  EKPC is also providing Response 2 to the 19 

Commission Staff’s First Request for Information (“Staff’s First Request”). 20 

Q. Have other EKPC representatives provided responses to Commission Staff’s First 21 

Request for Information in this proceeding? 22 

A. Yes.  Mark Horn, Manager of Fuel and Emissions, has provided emission allowance 23 

information in Response 3 to the Staff’s First Request.  Thomas Stachnik, Vice President 24 
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– Finance and Treasurer, has provided the debt and average interest rate information in 1 

Response 5 to the Staff’s First Request. 2 

Q. Previous Commission Orders required EKPC to incorporate certain provisions into 3 

the calculation of the monthly environmental surcharge factors.  Please comment on 4 

how EKPC has addressed the most significant aspects of these Orders during the 5 

periods under review. 6 

A. A brief description of each component of the environmental surcharge calculation, applied 7 

consistently with Commission Orders, is discussed below. 8 

 Compliance Plan Projects 9 

As of the end of the two-year review period, EKPC has 26 projects in its Environmental 10 

Compliance Plan.  These projects were approved by the Commission in Case Nos. 11 

2004-00321,1 2008-00115,2 2010-00083,3 2013-00259,4 2014-00252,5 2017-00376,6 12 

                                                           
1 See In the Matter of Application of East Kentucky Power Cooperative, Inc. for Approval of an Environmental 
Compliance Plan and Authority to Implement an Environmental Surcharge, Order, Case No. 2004-00321, (Ky. P.S.C., 
Mar. 17, 2005). 
 
2 See In the Matter of the Application of East Kentucky Power Cooperative, Inc. for Approval of an Amendment to Its 
Environmental Compliance Plan and Environmental Surcharge, Order, Case No. 2008-00115, (Ky. P.S.C., Sep. 29, 
2008). 
 
3 See In the Matter of Application of East Kentucky Power Cooperative, Inc. for Approval of an Amendment to Its 
Environmental Compliance Plan and Environmental Surcharge, Order, Case No. 2010-00083, (Ky. P.S.C., Sep. 24, 
2010). 
 
4 See In the Matter of Application of East Kentucky Power Cooperative, Inc. for a Certificate of Public Convenience 
and Necessity for Alteration of Certain Equipment at the Cooper Station and Approval of a Compliance Plan 
Amendment for Environmental Surcharge Cost Recovery, Order, Case No. 2013-00259, (Ky. P.S.C., Feb. 20, 2014). 
 
5 See In the Matter of Application of East Kentucky Power Cooperative, Inc. for a Certificate of Public Convenience 
and Necessity for construction of an Ash Landfill at J.K. Smith Station, the Removal of Impounded Ash from William 
C. Dale Station for Transport to J.K. Smith and Approval of a Compliance Plan Amendment for Environmental 
Surcharge Recovery, Order, Case No. 2014-00252, (Ky. P.S.C., Mar. 6, 2015). 
 
6 See In the Matter of Application of East Kentucky Power Cooperative, Inc. for Approval to Amend Its Environmental 
Compliance Plan and Recover Costs Pursuant to Its Environmental Surcharge, Settlement of Certain Asset Retirement 
Obligations and Issuance of a Certificate of Public Convenience and Necessity and Other Relief, Order, Case No. 
2017-00376, (Ky. P.S.C., May 18, 2018). 
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and 2018-00270.7  In conjunction with the establishment of a regulatory asset for the 1 

undepreciated balance of the William C. Dale Generating Station assets that were being 2 

retired early, EKPC was required in Case No. 2015-003028 to remove Project 5, Dale 3 

Low Nitrogen Oxide Burners, and Project 10, Dale Continuous Monitoring Equipment, 4 

from the environmental surcharge.  The monthly environmental surcharge reports, 5 

incorporated by reference in this case, show the capital costs for the remaining projects. 6 

 Base/Current Method 7 

The surcharge mechanism, as shown in EKPC’s Rate ES – Environmental Surcharge, 8 

reflects the base/current method through the formula MESF = CESF – BESF.9   As 9 

shown in Response 1 to the Staff’s First Request, EKPC’s BESF is 0%. 10 

 Actual Emission Allowance Expense 11 

EKPC included only actual sulfur dioxide (“SO2”) and nitrogen oxide (“NOx”) 12 

emission allowance expense in the monthly filings. 13 

 Return on Emission Allowance Inventory and Limestone Inventory 14 

EKPC has included a return on all environmental surcharge assets, including emission 15 

allowances.  This is addressed in Response 3 to the Staff’s First Request.  EKPC has 16 

also included a return on its limestone inventory. 17 

                                                           
7 See In the Matter of Application of East Kentucky Power Cooperative, Inc. for Approval to Amend Its Environmental 
Compliance Plan and Recover Costs Pursuant to Its Environmental Surcharge, and for the Issuance of a Certificate 
of Public Convenience and Necessity, Order, Case No. 2018-00270, (Ky. P.S.C., Apr 1, 2019). 
 
8 See In the Matter of Application of East Kentucky Power Cooperative, Inc. for an Order Approving the Establishment 
of a Regulatory Asset for the Undepreciated Balance of the William C. Dale Generating Station, Order, Case No. 
2015-00302, (Ky. P.S.C. Feb. 11, 2016).  Projects 5 and 10 were originally approved as part of EKPC’s environmental 
compliance plan and eligible for surcharge recovery in Case No. 2008-00115. 
 
9 MESF is the Monthly Environmental Surcharge Factor; CESF is the Current Environmental Surcharge Factor; and 
BESF is the Base Environmental Surcharge Factor. 
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EKPC’s emission allowance inventories for SO2 and NOx reflect operations under the 1 

Cross-State Air Pollution Rules (“CSAPR”) along with a continuation of the Acid Rain 2 

program.  Under CSAPR, SO2 and NOx allowances are awarded annually with carry-3 

forward of unused balances from prior years.  The allowances allocated to EKPC by 4 

the Environmental Protection Agency (“EPA”) under CSAPR have a dollar value of 5 

$0, which is consistent with the valuation afforded EPA allocated allowances under 6 

prior programs.  EKPC’s SO2 inventory as of the end of the review period reflects the 7 

allowances remaining from the Acid Rain program.  The NOx inventory as of the end 8 

of the review period has a $0 balance as all the allowances were issued under CSAPR.   9 

 Return on Construction Work in Progress (“CWIP”), Net of Allowance for Funds 10 

Used During Construction 11 

As approved in Case No. 2008-00115, EKPC has included a return on CWIP during 12 

the period under review. 13 

 Rate of Return 14 

Four rates of return were in effect during the periods under review.  For the expense 15 

months of June through November 2017, the rate of return was 6.068%, which was 16 

approved by the Commission in Case No. 2017-00071.10  For the expense months of 17 

December 2017 through June 2018, the rate of return was 6.075%, which was approved 18 

by the Commission in Case No. 2017-00326.11  For the expense months of July through 19 

                                                           
10 See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Six-Month Billing Period Ending December 31, 2016 and the Pass 
Through Mechanism for Its Sixteen Member Distribution Cooperatives, Order, Case No. 2017-00071, (Ky. P.S.C., 
Jul. 7, 2017). 
 
11 See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Two-Year Billing Period Ending June 30, 2017 and the Pass 
Through Mechanism for Its Sixteen Member Distribution Cooperatives, Order, Case No. 2017-00326, (Ky. P.S.C., 
Jan. 5, 2018). 
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December 2018, the rate of return was 6.023%, which was approved by the 1 

Commission in Case No. 2018-00075.12  For the expense months of January through 2 

May 2019, the rate of return was 6.032%, which was approved by the Commission in 3 

Case No. 2018-00306.13  In each case, the Commission approved EKPC’s request to 4 

incorporate a Times Interest Earned Ratio (“TIER”) of 1.50 in the determination of the 5 

rate of return.   6 

EKPC’s rate of return on environmental compliance rate base is determined by 7 

multiplying the weighted average debt cost for the debt issuances directly related to 8 

projects in the approved compliance plan times a stated TIER.  The rate of return on 9 

the environmental compliance rate base is updated to reflect current average debt cost 10 

at the conclusion of the six-month and two-year surcharge reviews.14  The use of debt 11 

costs is based on the fact that all of EKPC’s environmental compliance investments are 12 

financed with long-term debt.15  The use of a 1.50 TIER was first approved by the 13 

Commission in Case No. 2011-00032.16  This rate-making methodology is different 14 

                                                           
12 See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Six-Month Billing Period Ending December 31, 2017, and the Pass- 
Through Mechanism for Its Sixteen Member Distribution Cooperatives, Order, Case No. 2018-00075, (Ky. P.S.C., 
Jul. 23, 2018). 
 
13 See In the Matter of an Electronic Examination by the Public Service Commission of the Environmental Surcharge 
Mechanism of East Kentucky Power Cooperative, Inc. for the Six-Month Expense Period Ending May 31, 2018, and 
the Pass-Through Mechanism for Its Sixteen Member Distribution Cooperatives, Order, Case No. 2018-00306, (Ky. 
P.S.C., Jan. 29, 2019). 
 
14 The determination of the rate of return was a provision in the settlement agreement filed in Case No. 2004-00321, 
which the Commission approved in ordering paragraph 4 of the March 17, 2005 Order authorizing an environmental 
surcharge for EKPC. 
 
15 Many of EKPC’s environmental compliance investments are initially funded through existing general funds or 
short-term debt; however, these forms of financing are later replaced by long-term debt. 
 
16 See In the Matter of An Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Six-Month Billing Period Ending December 31, 2010; and the Pass-
Through Mechanism for Its Sixteen Member Distribution Cooperatives, Order, Case No. 2011-00032, (Ky. P.S.C., 
Aug. 2, 2011).  EKPC requested authority to use the 1.50 TIER as it was consistent with the TIER authorized by the 
Commission in EKPC’s last base rate case, Case No. 2010-00167.  The Commission found the request reasonable and 
approved the use of the 1.50 TIER. 
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from that employed by investor-owned utilities.  The rate of return for the 1 

environmental compliance rate base for investor-owned utilities reflects a weighted 2 

average cost of capital approach.  The weighted average cost of capital reflects the 3 

blended interest rates for the investor-owned utilities’ long-term and short-term debt 4 

and a return on the common equity.  The weighted average cost of capital is then 5 

“grossed up” for income taxes.  Consequently, the rate of return for the investor-owned 6 

utilities is higher than the rate of return proposed by or authorized for EKPC.17 7 

When determining a reasonable TIER for the environmental surcharge rate of return, 8 

consideration first must be given to the Debt Service Coverage Ratio (“DSC”), which 9 

is EKPC’s critical financial metric.  This metric evaluates EKPC’s ability to service 10 

principal and interest payments and thus is more relevant to lenders than TIER, which 11 

only considers interest payment.  The two metrics can be related in that the margin 12 

required to achieve an acceptable DSC implies a TIER level. 13 

EKPC’s target annual DSC range is set forth in Board Policy 203, which states, “The 14 

Debt Service Coverage Ratio (DSC) is a financial measurement of EKPC’s ability to 15 

repay its long-term debt and is computed as depreciation plus interest on long-term debt 16 

plus net margins divided by interest on long-term debt plus scheduled principal 17 

payments.  EKPC shall strive to maintain an average DSC of at least 1.25 for two of 18 

every three successive years and not less than a DSC of 1.10 in any given year.  DSC 19 

above 1.30 is preferred.” 20 

                                                           
17 See In the Matter of Electronic Examination by the Public Service Commission of the Environmental Surcharge 
Mechanism of Kentucky Utilities Company for the Six-Month Billing Period Ending October 31, 2016, Order, Case 
No. 2016-00437 (Ky. P.S.C., Jun. 23, 2017).  Utilizing the weighted average cost of capital approach with a gross up 
for income taxes, the Commission authorized a rate of return for the Kentucky Utilities Company of 10.35%. 
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Further, the credit rating agencies, Fitch Ratings (“Fitch”) and Standard & Poor’s 1 

(“S&P”), both prefer high DSC ratios to support EKPC’s BBB+ Stable and A Stable 2 

credit ratings respectively, which in turn result in lower cost of borrowings.  In its 3 

October 2015 report on EKPC, Fitch had set a DSC of 1.25 as a threshold that would 4 

support EKPC’s upgrade to A-, which occurred in October 2016.  The median DSC for 5 

A- rated Generation and Transmission Cooperatives as of Fitch’s June 15, 2018 Public 6 

Power Peer Study was 1.30.  Fitch has implemented a new rating methodology which 7 

focuses more on Net Debt divided by Funds Available for Debt Service (“FADS”)18 8 

than DSC which is FADS divided by Debt Service.  Since Debt Service is correlated 9 

to Net Debt, these measures are similar.  While EKPC was downgraded to BBB+ on 10 

June 7, 2019 due to Fitch’s new expectations set for this ratio, EKPC would expect that 11 

maintaining its current DSC targets would result in an upgrade back to A- within the 12 

next two to three years.  S&P does not publish medians for ratings because its ratings 13 

are based on several factors.  However, S&P has repeatedly praised EKPC’s DSC ratio 14 

being at or above 1.25.  Most recently, in the October 29, 2019 report which affirmed 15 

EKPC’s A rating, S&P highlighted as a credit strength that EKPC’s DSC was 16 

approximately 1.30 from 2014-2018.  Moody’s, which does not rate EKPC, targets a 17 

DSC of 1.2 – 1.4 for “A” rated companies. 18 

Based on the Board Policy and Rating Agency input, EKPC management targets a DSC 19 

ratio of 1.30 each year.  This target recognizes that the DSC will vary each year as its 20 

components vary (for example, mild weather would result in lower margins and a lower 21 

DSC) and thus allows for some decline without crossing the 1.25 threshold discussed 22 

                                                           
18 FADS is calculated as Margin plus Interest Expense plus Depreciation and Amortization Expenses. 
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above.  An actual DSC below this level, and forecasted to remain low, would be a 1 

primary indicator of the need for a base rate increase. 2 

EKPC’s achieved DSC and TIER19 were as follows for calendar years 2014 through 3 

2018: 4 

Calendar Year Ending DSC TIER 
December 31, 2014 1.30 1.56 
December 31, 2015 1.26 1.44 
December 31, 2016 1.33 1.48 
December 31, 2017 1.26 1.19 
December 31, 2018 1.33 1.35 
Five-Year Averages 1.30 1.40 

 5 

Note that because interest expense and depreciation change from year to year, the 6 

relationship between DSC and TIER is not locked in but should be recalculated.  That 7 

is, a DSC of 1.30 will not always imply a TIER of 1.50.  Because DSC is the critical 8 

metric, but not the only metric, for credit evaluation and financial performance, EKPC 9 

will strive to maintain the DSC near target and adjust the TIER accordingly over time. 10 

Based upon the foregoing, EKPC proposes no change to the TIER component of the 11 

rate of return.  EKPC is proposing a rate of return of 5.975% in this proceeding, as 12 

shown in Response 5 to the Staff’s First Request.  EKPC’s proposed rate of return is 13 

consistent with the Settlement Agreement approved in Case No. 2004-00321, which 14 

provided that the rate of return on compliance-related capital expenditures would be 15 

updated to reflect current average debt cost as of the end of each six-month review 16 

period. 17 

 Operation and Maintenance (“O&M”) Expenses  18 

                                                           
19 DSC is calculated by dividing the sum of depreciation, interest expense, and net margins by the sum of interest 
expense and principal payments.  TIER is calculated by dividing the sum of interest expense and net margins by 
interest expense. 
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EKPC has continued to use a 12-month rolling average for O&M expenses associated 1 

with the compliance plan projects.  For those instances where the change in the level 2 

of O&M expenses exceeded 10 percent, EKPC has provided an explanation.  These 3 

explanations are provided in Response 4 to the Staff’s First Request. 4 

Q. Were the environmental-related amounts included in the monthly surcharge 5 

calculation based on booked costs? 6 

A. Yes.  EKPC continues to use the amounts booked for the various cost categories included 7 

in the surcharge calculation and these costs were actual costs and incurred in a prudent 8 

manner. 9 

Q. Did EKPC incur any over- or under-recoveries during the period under review? 10 

A. Yes.  However, as shown in Response 1 to the Staff’s First Request, EKPC applied its May 11 

2019 under-recovery to the June 2019 expense month, which was billed in July 2019.  Thus, 12 

from the normal operation of the surcharge mechanism, no adjustment is needed in this 13 

proceeding to collect any under-recovery from the Member Cooperatives. 14 

Q. Previous Commission Orders also required EKPC’s Member Cooperatives to 15 

incorporate certain provisions into the calculation of the monthly pass-through 16 

factors.  Please comment on how the Member Cooperatives have addressed the most 17 

significant aspects of these Orders during the periods under review. 18 

A. Under the pass-through mechanism, the environmental surcharge factors computed for 19 

retail customers were billed by EKPC’s Member Cooperatives at approximately the same 20 

time as EKPC billed the Member Cooperatives at wholesale.  The calculation of the 21 

monthly factors for each Member Cooperative was provided in the monthly reports filed 22 

with the Commission.  EKPC and the Member Cooperatives adhered to these and all other 23 

requirements and provisions of the Commission’s Orders for the periods under review. 24 
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Q. Did the Member Cooperatives incur any over- or under-recoveries during the review 1 

period? 2 

A. Yes.  The over- or under-recovery amounts for each Member Cooperative are shown in 3 

Response 2 to the Staff’s First Request.  The determination of the over- or under-recovery 4 

amounts has been prepared utilizing the revised methodology approved by the Commission 5 

in Case No. 2015-00281.20 6 

This is the second two-year review since the adoption of the revised methodology approved 7 

in Case No. 2015-00281.  Request 2 directs EKPC and the Member Cooperatives to prepare 8 

a summary schedule showing the Member Cooperative’s pass-through revenue 9 

requirement for the months corresponding with the two-year review.  In the previous two-10 

year review, Case No. 2017-00326, EKPC provided Excel spreadsheets for each Member 11 

Cooperative that include four “tabs”.  The first three tabs provided the six-month schedules 12 

filed in the previous surcharge review cases, identified by the applicable case number.  The 13 

fourth tab covered the last six-months of the review period that had yet to be reviewed and 14 

contained the determination of the over- or under-recovery for the current review period.  15 

EKPC believes viewing all four schedules together accomplishes the desired review of 16 

each Member Cooperative’s revenue requirement during the review period and EKPC is 17 

following this same approach when preparing the response to Request 2 in this review 18 

proceeding. 19 

Q. How will the Member Cooperatives reflect recovery of these over- or under-recovery 20 

amounts? 21 

                                                           
20 See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Six-Month Billing Periods Ending June 30, 2014 and December 31, 
2014, Two-Year Billing Period Ending June 30, 2015, and the Pass Through Mechanism for Its Sixteen Member 
Distribution Cooperatives, Order, Case No. 2015-00281, (Ky. P.S.C., Apr. 8, 2016). 
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A. As approved in the Commission’s November 5, 2010 Order in Case No. 2010-00021,21 the 1 

Member Cooperatives propose that the over- or under-recovery amounts be amortized over 2 

a period of six months beginning in the first month after the Commission’s Order in this 3 

proceeding.   4 

Q. Has EKPC updated the rate of return to be used prospectively? 5 

A. Yes.  As previously discussed, EKPC proposes an updated rate of return of 5.975%.  This 6 

updated rate of return reflects an average debt cost as of May 31, 2019 of 3.983% and a 7 

TIER of 1.50.  The determination of the average debt cost as of May 31, 2019 is shown in 8 

Response 5 to the Staff’s First Request.  EKPC notes that its weighted average debt cost in 9 

the five previous surcharge review cases and as reported in this case are relatively constant, 10 

fluctuating no more than 0.31% between cases.  While this is due in part to a favorable 11 

interest rate environment, EKPC’s ability to build equity is also a major contributor to this 12 

trend. 13 

Q. When does EKPC propose to apply the updated rate of return in its surcharge 14 

calculations? 15 

A. EKPC proposes to use the updated rate of return in the surcharge calculations in the first 16 

month following the Commission’s final Order in this proceeding. 17 

Q. Does EKPC believe that its environmental surcharge should be rolled into its 18 

wholesale base rates? 19 

A. No.  While EKPC is providing the information related to a potential roll-in of the 20 

environmental surcharge into the wholesale base rates in Response 6 to the Staff’s First 21 

                                                           
21 See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Six-Month Billing Period Ending December 31, 2009 and the Pass-
Through Mechanism for Its Sixteen Member Distribution Cooperatives, Order, Case No. 2010-00021, (Ky. P.S.C., 
Nov. 5, 2010). 
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Request, EKPC does not believe it is appropriate at this time to roll its environmental 1 

surcharge into its wholesale base rates. 2 

Q. Would you explain the reasons in support of EKPC’s position? 3 

A. Yes.  EKPC would initially note that whether or not there are amounts of environmental 4 

costs incorporated into wholesale base rates, the effect on EKPC, the Member Systems, 5 

and the retail ratepayer is that the total environmental revenue requirement should remain 6 

the same.  In addition, EKPC believes there are several reasons why a roll-in of the 7 

environmental surcharge is not appropriate at this time. 8 

First, like the environmental surcharge mechanisms approved for Kentucky Utilities 9 

Company, Louisville Gas and Electric Company, Kentucky Power Company, Duke Energy 10 

Kentucky, and Big Rivers Electric Corporation, the environmental costs included in 11 

EKPC’s revenue requirement represent both investment costs and energy costs.  As a 12 

general matter, investment costs are usually reflected in demand charges while energy costs 13 

are reflected in the energy charge.  Because both investment costs and energy costs make 14 

up the environmental costs, a roll-in of the surcharge into base rates is more complicated 15 

than the roll-in performed in a two-year fuel adjustment clause proceeding.  In the two-16 

year fuel adjustment clause proceeding, only energy costs are rolled into the energy charge 17 

of base rates.  If EKPC is required to roll-in its environmental surcharge into its wholesale 18 

base rates, it believes the roll-in will have to be allocated to both the demand and energy 19 

charges.  Included in Response 6 is a rough allocation of the calculated roll-in amount 20 

between demand and energy components.  Please note that this rough allocation assumes 21 

that the entire return on environmental compliance rate base would be assigned to demand.  22 

A cost-of-service study would likely assign the components of the environmental 23 

compliance rate base to both demand and energy. 24 
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Ideally, such an allocation should be performed utilizing a cost-of-service study.  However, 1 

there has not been any time in this review proceeding for EKPC to undertake a cost-of-2 

service study that would provide a reasonable allocation of an environmental surcharge 3 

roll-in into demand and energy related components.  The belief that a cost-of-service study 4 

should be the basis for allocating a surcharge roll-in between demand and energy rate 5 

components is the primary reason why EKPC believes a roll-in of environmental costs 6 

should occur at the time of a wholesale base rate case proceeding.  Including a roll-in as 7 

part of a wholesale base rate case would allow for the allocation of environmental costs in 8 

a manner consistent with other costs through the utilization of a cost-of-service study.  9 

EKPC notes that the Commission has accepted the argument that a surcharge roll-in should 10 

be undertaken as part of a base rate case in previous environmental surcharge reviews.22 11 

The second reason concerns how the change in the wholesale base rates would be reflected 12 

in the Member Systems’ retail base rates.  When the Commission approved the 13 

environmental surcharge mechanism for EKPC and the corresponding pass-through 14 

mechanism for the Member Systems, there was no discussion of how or when retail base 15 

rates would be adjusted to reflect the change in the wholesale base rates resulting from the 16 

surcharge roll-in.  Clearly any adjustment to the retail base rates should be accomplished 17 

in the same proceeding as the roll-in to wholesale base rates and both changes in the base 18 

                                                           
22 See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of Kentucky Power Company for the Six-Month Billing Periods Ending June 30, 2006 and December 31, 2006, and 
for the Two-Year Billing Period Ending June 30, 2007, Order, Case No. 2007-00381, p. 6 (Ky. P.S.C., Aug. 19, 2008); 
See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Two-Year Billing Period Ending June 30, 2009 and the Pass-
Through Mechanism for Its Sixteen Member Distribution Cooperatives, Order, Case No. 2009-00317, p. 5 (Ky. P.S.C., 
Jan. 28, 2010); See In the Matter of an Examination by the Public Service Commission of the Environmental Surcharge 
Mechanism of East Kentucky Power Cooperative, Inc. for the Two-Year Billing Period Ending June 30, 2011, for the 
Six-Month Billing Periods Ending December 31, 2011 and June 30, 2012, and the Pass-Through Mechanism for Its 
Sixteen Member Distribution Cooperatives, Order, Case No. 2012-00486, p. 5-6 (Ky. P.S.C., Aug. 2, 2013); also see 
the March 21, 2014 Order in Case No. 2013-00324, page 6 and the April 8, 2016 Order in Case No. 2015-00281, page 
9. 
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rates become effective at the same time.  If a surcharge roll-in was required as part of the 1 

two-year review case, EKPC believes the necessary adjustments to the retail base rates 2 

need to correspond as closely as possible to the change in the wholesale base rates.  The 3 

change in the wholesale demand-related base rates should be reflected in the corresponding 4 

retail customer charges and demand base rates.  The change in the wholesale energy-related 5 

base rates should be reflected in the corresponding retail energy base rates.  However, as a 6 

surcharge roll-in during the two-year review to the wholesale base rates would not be cost-7 

of-service based, neither would the corresponding adjustment to the retail base rates be 8 

cost-of-service based. 9 

From May 2011 through August 2012, EKPC undertook a detailed rate design project that 10 

looked closely at cost-of-service study results and the potential impacts on the Member 11 

Systems.  The Member Systems participated in numerous discussions held during this 12 

period.  One of the topics discussed extensively was whether or not the environmental 13 

surcharge should be rolled into the wholesale base rates in conjunction with a base rate 14 

proceeding.  While there was a difference of opinion among the Member Systems 15 

concerning whether there should be a roll-in, the Member Systems were in general 16 

agreement that a roll-in should only take place during a base rate proceeding.   17 

As with a roll-in to its wholesale base rates, EKPC believes that the corresponding 18 

adjustment to retail base rates should be performed in conjunction with a base rate 19 

proceeding and not as part of a two-year surcharge review.  The amount of the roll-in each 20 

Member System receives as a result of the change in wholesale base rates would be cost-21 

of-service based.   22 

A final reason is related to the disclosure of the cost of environmental compliance to retail 23 

customers.  EKPC’s currently approved environmental compliance plan contains 26 24 
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projects and the monthly surcharge filings reflect the investment costs and operating 1 

expenses associated with those projects.  The monthly cost of environmental compliance 2 

will be known to EKPC even if there is a roll-in of the surcharge revenue requirement into 3 

wholesale base rates.  As there to date has been no roll-in of the environmental surcharge 4 

into base rates, the Member Systems’ monthly surcharge pass-through factors serve as a 5 

means to disclose to the retail customer the cost of environmental compliance for the 6 

approved projects.  However, if there were a roll-in, a significant portion of the EKPC 7 

monthly surcharge factor would be collected through wholesale base rates and the 8 

corresponding Member Systems’ monthly surcharge pass-through factors would be 9 

reduced.  The monthly surcharge pass-through factors would no longer easily disclose to 10 

retail customers the full cost of environmental compliance for the approved projects.  11 

Several of the Member Systems believe it is important that retail customers be aware of 12 

the full cost of environmental compliance for the approved projects and the impact this 13 

compliance cost has on the monthly retail bill.  Consequently, until an acceptable method 14 

can be developed to facilitate transparency with regard to full cost of environmental 15 

compliance, EKPC and the Member Systems believe roll-in should not be undertaken as 16 

part of the two-year review proceeding. 17 

Q. Is EKPC aware of any problems or concerns the Member Cooperatives may have 18 

with the surcharge pass-through mechanism? 19 

A. Yes.  Inter-County, Nolin, and Shelby have discussed with EKPC concerns about the 20 

allocation methodology utilized to pass through the monthly environmental surcharge.  21 

Specifically, the concern focuses on retail industrial customers whose rates are based on 22 

EKPC’s Rate B, C, G, and special contracts. 23 
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Q. Would you describe the allocation methodology utilized by 14 of the Member 1 

Cooperatives to pass through the monthly environmental surcharge? 2 

A. The allocation methodology utilized by 14 of the 16 Member Cooperatives divides the 3 

monthly surcharge billed by EKPC to the Member Cooperative by the applicable retail 4 

revenues to determine the surcharge pass-through factor.   5 

Q. Would you describe the allocation methodology utilized for the remaining two 6 

Member Cooperatives? 7 

A. For Fleming-Mason and Owen, before the surcharge pass-through factor is determined, the 8 

environmental surcharge billed by EKPC for the Rate B, C, and special contract customers 9 

are passed directly on to those customers.  The net balance of the monthly surcharge billed 10 

by EKPC is then divided by the retail revenues from non-Rate B, C, and special contract 11 

customers.  The Commission authorized this allocation methodology for Fleming-Mason 12 

and Owen in Case No. 2009-00039.23 13 

Q. In Case No. 2009-00039 did EKPC examine the impact this alternative allocation 14 

methodology would have on the Member Cooperatives? 15 

A. Yes.  In response to the Commission Staff’s First Data Request EKPC provided an analysis 16 

of the annual impact the alternative allocation methodology would have on each Member 17 

Cooperative.  The analysis showed Fleming-Mason and Owen would experience the 18 

greatest shifts in the allocation of the wholesale environmental surcharge for Rate B, C, 19 

                                                           
23 See In the Matter of An Examination by the Public Service Commission of the Environmental Surcharge Mechanism 
of East Kentucky Power Cooperative, Inc. for the Six-Month Billing Periods Ending December 31, 2007; June 30, 
2008; and December 31, 2008; and the Pass-Through Mechanism for Its Sixteen Member Distribution Cooperatives, 
Order, Case No. 2009-00039, (Ky. P.S.C., Nov. 6, 2009).  During the proceeding Fleming-Mason and Owen claimed 
and documented that the original allocation methodology had not allocated enough of the monthly environmental 
surcharge costs to large industrial customers, resulting in an under-recovery of surcharge revenue from that customer 
group.  This under-recovery was collected from the remaining retail customers of Fleming-Mason and Owen. 
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and special contract customers.24  At the time of the data response, no other Member 1 

Cooperative believed it was necessary to request approval to utilize the alternative 2 

allocation methodology.   3 

Q. Do Inter-County, Nolin, and Shelby want to adopt the allocation methodology utilized 4 

by Fleming-Mason and Owen? 5 

A. Yes.  Since the analysis conducted in Case No. 2009-00039, industrial customer loads have 6 

changed and EKPC’s environmental surcharge has grown.  Inter-County, Nolin, and 7 

Shelby have reviewed the operation of their current surcharge allocation methodology and 8 

believe it is now appropriate to adopt the allocation methodology utilized by Fleming-9 

Mason and Owen.  As part of this review, Inter-County, Nolin, and Shelby have analyzed 10 

past surcharge billings to determine if there was an under-recovery of the monthly 11 

environmental surcharge allocated to large industrial customers.  Based on their review and 12 

analysis, Inter-County, Nolin, and Shelby have determined that the alternative allocation 13 

methodology produces a fair, just, and reasonable result for all of their retail customers.  14 

Inter-County, Nolin, and Shelby have sent written notices of this change in the surcharge 15 

mechanism to all of their Rate B and G customers.25   16 

Q. Will the change in allocation methodology require any changes to Inter-County’s, 17 

Nolin’s, and Shelby’s Environmental Surcharge tariffs? 18 

A. Yes, there will be a need to modify the existing tariffs to reflect that the environmental 19 

surcharge billed by EKPC for the Rate B, C, G, and special contract customers are passed 20 

                                                           
24 See EKPC’s Responses to the Commission Staff’s First Data Request dated February 23, 2009, Request No. 8, 
pages 14-16 of 33.  The alternative allocation methodology is identified as the “Flow Through Method” in the analysis. 
 
25 Currently the affected large industrial customers of Inter-County, Nolin, and Shelby are served on rates based on 
EKPC’s Rate B and G.  In order to cover current and potential future large industrial customers, the cooperatives are 
proposing amendments to their respective Environmental Surcharge tariffs to cover Rates B, C, G, and special 
contracts. 
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directly on to those customers.  In addition, the monthly surcharge format used to determine 1 

Inter-County’s, Nolin’s, and Shelby’s pass-through factors will need to be modified. 2 

Q. What information is Inter-County, Nolin, and Shelby providing in support of the 3 

proposed change in allocation methodology? 4 

A. Attached to my testimony are Exhibits ISS-1, ISS-2, and ISS-3.  Exhibit ISS-1 is 5 

information for Inter-County, Exhibit ISS-2 is information for Nolin, and Exhibit ISS-3 is 6 

information for Shelby.  Each exhibit contains the following items in support of the 7 

proposed change in allocation methodology: 8 

 An analysis of past surcharge billings to determine if there was an under-9 
recovery of the monthly environmental surcharge allocated to large industrial 10 
customers; 11 

 Examples of the written notices Inter-County, Nolin, and Shelby have sent to 12 
their Rate B and G customers concerning the change in the surcharge 13 
mechanism; 14 

 Marked up copies of Inter-County’s Rate Schedule ES, Nolin’s Schedule ES, 15 
and Shelby’s Rate Schedule ES reflecting the change in allocation 16 
methodology; and 17 

 Copies of Inter-County’s, Nolin’s, and Shelby’s monthly pass through 18 
mechanism report format modified to reflect the change in allocation 19 
methodology. 20 

 21 

Q. When does Inter-County, Nolin, and Shelby propose that the change in allocation 22 

methodology begin? 23 

A. Inter-County, Nolin, and Shelby recommend that the alternative allocation methodology 24 

be utilized in the first monthly surcharge filing submitted after the issuance of a final Order 25 

in this review proceeding. 26 

Q. Does EKPC have a request concerning the timing of the issuance of the final Order 27 

in this surcharge review proceeding? 28 

A. Yes.  EKPC is requesting that the Commission issue its final Order in this case either within 29 

the first 10 days of the month or after the 21st day of the month.  This is due to the 30 
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processing procedure for the monthly surcharge factor filing and the critical processing 1 

period between the 11th and 20th of the month.    2 

Q. Does this conclude your testimony? 3 

A. Yes it does. 4 



Exhibit ISS-1

Inter-County - Support for Proposed Change in Allocation Methodology

1 . Analysis of Surcharge Billings - pages 1 through 1 1 of I 5.

2. Sample of Notice sent to Rate B customers concerning the

proposed change in allocation methodology - page 12 of 15.

3. Mark up copy of Inter-County's Schedule ES tariff reflecting

the proposed change in allocation methodology - pages 13

and14 of 15.

4. Copy of Inter-County's monthly pass through mechanism

report format modified to reflect the proposed change in

allocation methodology - page 15 of 15.
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Analysis of Over- or Under-Recovery of Surcharge from Rate B Customers

Total Over- or Under-Recovery for 24-Month Period by Customer

Surcharoe Billed Over/(Under)
RecoveryRate B Customer By EKPC By lnter-County

Member A
Member B

Member C

Member D

Member E

Member F

Member G

Member H

Member I

Member J

$58,396
$80,402

$169,1 36

$175,852
$249,1 1 5

$35,543
$167,061

$39,221
$45,220
$40,524

$46,028
$62,1 99

$132,308
$135,876
$195,499

$32,023
$128,919

$32,1 68

$35,669
$33,011

($12,368)
($18,203)
($36,828)
($3e,e76)
($53,616)

($3,520)
($38,1 42)

($7,053)
($e,551)
($7,513)

Totals

Over-recovery means lnter-County billed more than EKPC.

Under-recovery means lnter-County billed less than EKPC.

Total Over- or Under-Recovery for 24-Month Period by Month

$833,701 ($226,76e)

Bv lnter-County
Over/(Under)

Recovery

$1,060,470

EKPC
Billinq Period By

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8

Mar-18
Apr-18
May-18
Jun-1 I
Jul-18
Aug-18
Sep-18
Oct-18
Nov-1 I
Dec-1 8

Jan-1 9
Feb-1 9

Mar-19
Apr-19
May-19
Jun-1 9

Jul-19

$57,005
$42,928
$50,975
$55,446
$45,641
$50,351
$35,540
$22,005
$38,639
$45,896
$50,809
$39,917
$39,1 66

$39,475
$45,712
$44,279
$47,838
$42,631
$32,527
$34,647
$42,735
$47,010
$56,311
$52,987

$43,1 87

$32,536
$38,324
$43,422
$35,765
$41,086
$29,709
$18,271
$31,476
$37,465
$41,991
$32,665
$30,536
$30,061
$35,288
$34,430
$37,727
$33,256
$25,1 90

$27,482
$33,741
$34,977
$44,1 50

$40,966

($13,818)
($10,3e2)
($12,651)
($12,024)

($e,876)
($e,265)
($5,831)
($3,734)
($7,163)
($8,431)
($8,81e)
($7,252)
($8,630)
($e,+t+1

($10,424)
($e,84e)

($10,111)
($e,375)
($7,337)
($7,165)
($8,ee4)

($12,033)
($12,161)
($12,021)

Totals $1,060,470

Over-recovery means lnter-County billed more than EKPC

Under-recovery means lnter-County billed less than EKPC

$833,701

Surcha Billed

($226,769)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member A

Surcharse BilledEKPC
Billing Period

Over/(Under)
RecoveryBy EKPC By lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8

Jul-18
Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9

Jul-19

$3,237
$2,388
$2,674
$2,939
$2,529
$2,376
$1,645
$1,028
$1,892
$2,616
$3,021
$2,780
$2,505
$2,515
$2,450
$2,225
$2,546
$1,986
$1,611
$1,652
$2,253
$2,671
$3,334
$3,624

$2,440
$1,822
$2,022
$2,238
$2,004
$1,969
$1,393

$865
$1,561
$2,142
$2,462
$2,250
$1,936
$1,940
$1,997
$1,732
$1,993
$1,563
$1,278
$1,316
$1,787
$1,995
$2,614
$2,820

($7s21
($5001
($6s21
($6001
($52s1
($+oz1
($2021
($163)
($3st I
($42a1
($55e)
($5e01
($50s1
($5201
($ssal
($+ss1
($sssl
($423)
($333)
($336)
($466)
($ozol
($720)
($80a1

($12,368)Totals $58,396 $46,028

Over-recovery means lnter-County billed more than EKPC
Under-recovery means lnter-County billed less than EKPC
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member B

Surcharge Billed Over/(Under)
Recovery

EKPC
Billins Period Bv EKPC By lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9

Feb-1 9

Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

$3,006
$2,462
$3,525
$4,652
$5,445
$5,622
$3,037
$1,849
$2,835
$2,582
$2,906
$2,642
$2,488
$2,600
$2,940
$4,442
$5,172
$4,461
$2,897
$3,018
$3,061
$2,571
$3,048
$3,141

$2,239
$1,844
$2,591
$3,557
$4,177
$4,483
$2,469
$1,514
$2,272
$2,083
$2,345
$2,1 30
$1,907
$1,979
$2,269
$3,362
$3,920
$3,408
$2,241
$2,335
$2,353
$1,909
$2,378
$2,435

($7021
($6t e;
($es+1

($1,095)
($1,268)
($1 ,139)

($soal
($335)
($563)
($4001
($5ot I
($5t21
($581)
($6zt I
($62t1

($1,080)
($1,252)
($1,053)

($656)
($683)
($708)
($662)
($6201
($706)

Totals $80,402

Over-recovery means lnter-County billed more than EKPC

Under-recovery means lnter-County billed less than EKPC

$62,1 99 ($18,203)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member C

Surcharge Billed Over/(Under)
Recovery

EKPC
Billing Period By EKPC By lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

$9,833
$6,621
$7,931
$8,318
$6,332
$6,759
$4,906
$3,084
$5,895
$8,449
$9,850
$9,301
$3,144
$5,358
$7,217
$6,469
$7,273
$5,840
$4,876
$5,070
$6,778
$8,772

$10,493
$10,567

$7,357
$5,022
$5,961
$6,462
$4,893
$5,511
$4,069
$2,560
$4,805
$6,948
$7,954
$7,471
$2,878
$4,054
$5,494
$4,959
$5,609
$4,511
$3,794
$3,969
$5,286
$6,445
$8,138
$8,1 59

($2,+ta1
($1,599)
($1,970)
($1,856)
($1,439)
($1,248)

($8e21
($524)

($1,090)
($1 ,sot;
($1,896)
($1,830)

($zool
($1,304)
($1,723)
($1 ,510)
($1,664)
($1,329)
($1,082)
($1 ,101)
($1,+SZ;
($2,327)
($2,355)
($2,408)

Totals $1 69,1 36 $132,308

Over-recovery means lnter-County billed more than EKPC

Under-recovery means lnter-County billed less than EKPC

($36,828)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member D

BilledEKPC
Billing Period

Over/(Under)
RecovervBy EKPC Bv lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9

Jul-19

$8,821
$7,262
$7,856
$9,239
$7,1 35
$8,214
$6,400
$3,937
$6,959
$7,800
$8,744
$4,378
$7,368
$6,974
$8,403
$7,935
$7,428
$7,652
$5,552
$6,240
$7,640
$8,079
$9,234
$6,602

$6,545
$5,374
$5,848
$7,1 1 0

$5,593
$6,711
$5,259
$3,217
$5,570
$6,240
$8,078
$3,476
$5,542
$5,204
$6,372
$5,947
$5,528
$5,821
$3,677
$4,807
$5,889
$5,921
$7,1 38
$5,012

($2,zta1
($1,888)
($2,ooa;
($2,129)
($1,542)
($1,sos;
($1 ,141)

($720)
($1,389)
($1,560)

($666)
($eo2)

($1,826)
($1,ZZO;
($2,031)
($1,988)
($1,900)
($1 ,831)
($1,azs;
($1,+aa;
($1 ,zst;
($2,158)
($2,ooo;
($1,590)

Totals $175,852 $135,876

Over-recovery means lnter-County billed more than EKPC.

Under-recovery means lnter-County billed less than EKPC.

($39,976)



Exhibit ISS-1 - Page 6 of 15

Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member E

Surcharge BilledEKPC
Billing Period

Over/(Under)
RecoveryBy EKPC By lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 I
Feb-1 8

Mar-18
Apr-18
May-18
Jun-1 8

Jul-18
Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-'19

$13,877
$10,223
$12,615
$1 3,1 59

$9,410
$12,314

$9,263
$5,506
$9,489

$10,562
$1 0,1 21

$6,730
$10,244

$8,970
$11,130
$10,314
$1 1,460
$10,756

$7,748
$8,880
$9,813

$10,968
$13,493
$12,070

$10,857
$7,811
$9,566

$10,266
$7,259
$9,974
$7,723
$4,589
$7,636
$8,719
$8,078
$5,995
$7,962
$6,842
$8,601
$7,951
$8,853
$8,403
$5,960
$7,053
$7,663
$8,122

$10,407
$9,209

($3,020)
($2,+lz1
($3,049)
($2,893)
($2, t st;
($2,340)
($1,s+o;

($e17)
($1,853)
($1,843)
($2,0+e;

($7ss1
($2,zaz1
($2,128)
($2,529)
($2,363)
($2,607)
($2,353)
($1,zaa;
($1,827)
($2,150)
($2,846)
($3,086)
($2,861)

($53,616)Totals $249,115 $195,499

Over-recovery means lnter-County billed more than EKPC.

Under-recovery means lnter-County billed less than EKPC.
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member F

Surcharqe BilledEKPC
Billins Period

Over/(Under)
RecoveryBy EKPC Bv lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8

Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8

Jul-18
Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9

Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9

Jul-19

$1,922
$1,531
$1,802
$2,006
$1,721
$1,687
$1,146

$731
$1,285
$1,422
$1,714
$1,563
$1,386
$1,390
$1,395
$1,468
$1,648
$1,363
$1 ,1 19

$1,091
$1,385
$1,386
$1,670
$1,722

$1,480
$1,234
$1,465
$1,762
$1,569
$1,537
$1,145

$691
$1,246
$1,329
$1,476
$1,300
$1,141
$1,230
$1,300
$1,363
$1,534
$1,238
$1,074
$1,038
$1,367
$1,298
$1,643
$1,563

$32,023543

($4+21
($2021
($3sz;
($244)
($1s21
($1s01

($t I
($401
($3s1
($es1

($238)
($263)
($2+s1
($1s01

($ss1
($10s1
($1t+1
($125)

($+s1
($ss1
($141
($841
($2t1

($1ss;

($3,520)Totals $35,

Over-recovery means lnter-County billed more than EKPC.

Under-recovery means lnter-County billed less than EKPC.
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member G

Surcharse BilledEKPC
Billins Period

Over/(Under)
RecoveryBy EKPC By lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 I
Feb-18
Mar-18
Apr-18
May-18
Jun-1 I
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

$9,75'1
$7,359
$8,528
$8,669
$7,260
$7,803
$5,225
$3,402
$5,886
$7,058
$8,1 73
$7,062
$7,142
$6,566
$7,056
$6,418
$6,733
$5,918
$4,903
$4,996
$6,804
$7,1 33

$8,703
$8,613

$167,061

$7,293
$5,462
$6,243
$6,663
$5,563
$6,291
$4,231
$2,755
$4,647
$5,593
$6,472
$5,578
$5,397
$4,869
$5,296
$5,001
$5,641
$4,546
$3,944
$3,809
$5,213
$5,1 91

$6,669
$6,554

($2,+so;
($1,897)
($2,285)
($2,006)
($1,ooz;
($1,512)

($es+1
($6+21

($1,zeo;
($1,+os;
($1 ,zot;
($1,+a+;
($1,745)
($1,697)
($1,zoo;
($1,+tt1
($1,092)
($1,372)

($esol
($1,oaz;
($1 ,591)
($1,0+z;
($2,0s+;
($2,059)

($38,142)Totals $128,919

Over-recovery means lnter-County billed more than EKPC.

Under-recovery means lnter-County billed less than EKPC.
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member H

Surcharge BilledEKPC
Billing Period

Over/(Under)
RecoveryBy EKPC By lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-18
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9

Jul-19

$1,937
$1,489
$1,841
$2,019
$1,841
$1,863
$1,298

$822
$1,395
$1,644
$1,960
$1,587
$1,486
$1,598
$1,642
$1 ,619
$1,762
$1,593
$1,296
$1,259
$1,608
$1,726
$1,932
$2,004

$

$
$
$
$
$

$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,480
1,234
1,465
1,762
1,569
1,537
1,145
$691
1,246
1,334
1,595
'1,300

1,141
1,230
1,300
1,363
1,534
1,249
1,076
1,038
1,367
1,298
1,643
1,569

($4s21
($2ss1
($3201
($2s21
($2t21
($326)
($1sa;
($1s11
($1+01
($310)
($30s1
($2e21
($3+s1
($368)
($s+21
($zsol
($228)
($3++1

($2201
($22t1
($2+t1
($42a1
($2401
($4es1

($7,oss;Totals $39,221

Over-recovery means lnter-County billed more than EKPC
Under-recovery means lnter-County billed less than EKPC

$32,1 68
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member I

Surcharge BilledEKPC
Billing Period

Over/(Under)
RecoveryBy EKPC By lnter-County

Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8

Jul-18

May-19
Jun-1 9
Jul-19

$2,475
$1,919
$2,231
$2,358
$1,988
$1,965
$1,331

$836
$1,523
$1,872
$2,205
$2,004
$1,962
$1,922
$1,883
$1,903
$2,042
$1,629
$1,344
$1,360
$1,832
$1,997
$2,375
$2,564

$1,878
$1,465
$1,683
$1,841
$1,569
$1,537
$1,142

$697
$1,246
$1,529
$1,904
$1,641
$1,447
$1,483
$1,460
$1,387
$1,582
$1,278
$1,074
$1,081
$1,450
$1,502
$1,878
$2,016

($5e7)
($4sa1
($5+e1
($517)
($4ts;
($3241
($18e)
($1s01
($2tt1
($3+s1
($40t1
($30s1
($4t s;
($43e)
($423)
($+to1
($460)
($3st I
($2201
($2201
($383)
($4ss1
($4021
($5+e1

($9,551)

Aug-
sep-
Oct-
Nov-
Dec-

Feb-
Mar-
Apr-

Jan-

18
18
18
18
18
19
19
19
19

Totals $45,220 $35,669

Over-recovery means lnter-County billed more than EKPC
Under-recovery means lnter-County billed less than EKPC
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member J

Surcharse BilledEKPC
Billing Period

Over/(Under)
RecoveryBy EKPC By lnter-County

Aug 7-1

Sep-17
$2,146
$1,674
$1,972
$2,1 88

$1,980
$1,848
$1,289

$81 0

$1,480
$1,891
$2,1 1 5

$1,870
$1,541
$1,592
$1,596
$1,586
$1,774
$1,433
$1 ,1 81

$1 ,1 81

$1,561
$1,707
$2,029
$2,080

1 ,618
1,267
1,479
1,762
1,569
1,537
1,145
$691
1,246
1,546
1,728
1,525
1,184
1,230
1,300
1,363
1,534
1,238
1,074
1,038
1,367
1,298
1,643
1,630

$
$
$
$

$
$
$

$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$

($szal
($4021
($4e3)
($4201
($4t t1
($3t t1
($1++1
($1 1e)
($234)
($3+s1
($ea;
($3+s1
($3s21
($3021
($2s01
($22e1
($2+01
($1e5)
($1021
($1+01
($10+1
($4oe)
($386)
($450)

($7,513)

Oct-17
Nov-17
Dec-17
Jan-1 8

Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 I
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Totals $40,524

Over-recovery means lnter-County billed more than EKPC.
Under-recovery means lnter-County billed less than EKPC.

,011$33
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C-or;Nrv
ENERGY COOPERATIVE

A Jbuchstone Energy Cooperatiu" i(l)

Please be advised that the method in which the Environmental Surcharge (ES) is currently being

distributed by East Kentucky Power and lnter-County Energy Cooperative on certain industrial

loads is being examined by the Kentucky Public Service Commission (PSC). Specifically, the "LPB"

rate that your company is on is included in this review. ln some instances, industrial customers

on special contracts and "LPB rates" pay less ES at the retail level than the wholesale level. As a

result, certain retail classes are paying a larger portion of the surcharge or subsidizing the

industrialcustomers. lf the Commission rules this is not equitable, a new method will be used to
more fairly apply the ES.

As a review, the ES is a mechanism to recoup cost incurred while meeting EPA regulation on

power plant emissions. Such costs include the purchase, maintenance and operation of expensive

equipment like scrubbers to "clean" coal used in the production of power. State regulators

ensure that onlv proper expenses are included in the ES. Future pollution control equipment and

climate legislation mandates will be a driver of future ES costs.

I will continue to update you further as developments occur. Please feel free to contact me with

additional questions about this issue. You may reach me directly at (859) 936-7820 or by email

at dan @intercountvenergv.net.

Sincerely,

Dan Hitchcock

VP, M em ber Services/Comm unications

lnter-County Energy

859-936-7820 '

This instinrtion is an equal opportunity provider and employer.

p.O. Box 87 r Dalville, Kentucky 40423-0087 r Phone 859.236.4561 o 1.888.266.'7322 r Fax 859.236.3627
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FOR ENTIRE TERRITORY SERVED
Community, Town or CitY

P.S.C. KY. NO 8
ORIGINAT REYIS/ON#7 SHEET NO.45

CANCELLING P.S.C. KY. NO. 7

ORIGI sHEET NO._(Name of Utility)

CLASSIFICATION OF SERVICE

RATE SCHEDULE ES - ENVIRONMENTAL SURCHARGE

Availabilitv

ln all of the Company's service territory.

Applicabilitv

This rate schedule shall apply to all electric rate schedules and special contracts.

Rate

CES(m) = ES(m)

Where CES(m) = Current Month Environmental Surcharge Factor
ES(m) = Current Month Environmental Surcharge Calculation

For att rate schedules excluding those whose retail rates are based on EKPC's Rate B, C,

G, or special contract rates:
ES(m) = [(WESF) x (Average of 12-months ended revenues from sales to Member System,
excluding environmental surcharge)) + (Over)/Under Recoveryl divided by

[Average of 12-months ending Retail Revenue from all rate schedules excluding those
whose retail rates are based upon EKPC3 Rafe B, C, G, or special contract rates
(excluding environmental surcharge)l = Vo

Where WESF = Wholesale Environmental Surcharge Factor for Current Expense Month

For atl rate schedules whose retail rates are based upon EKPC's Rafe B, C, G, or special
contract rates:
ES(m) = Direct pass-through of the wholesale environmental surcharge amount as billed by
EKPC.

(Over)/Under Recovery =

6-months cumulative (over)/under recovery as defined by amount billed by EKPC to
Member System minus the amount billed by Member System to retail customer. Over
or under recoveries shall be amortized over a six-month period.

T

T
+

T

J

DATE OF ISSUE Augs€*l-4otg December20. 2079
Month/Date/Year

DATE EFFECTIVE A+qad|i1-?019 Apfl 1.2020
Month/Date/Year

ISSUED BY d. C"^tu
of Officer

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO.2O19-OO38O DATED
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FOR ENTIRE TERRITORY S
Community, Town or CitY

P.S.C. KY. NO. 8

ORIGINAL SHEET NO. 45.1

CANCELLING P.S.C. KY. NO. 7

SHEET NO.-(Name of Utility)

CLASSI FICATION OF SERVICE

RATE SCHED LE ES - ENVIRONMENTAL SURCHARGE

(Continued)

Biilinq

The current expense month (m) shall be the second month preceding the month in which the

Environmental Surcharge is billed.

DATE OF ISSUE Ausu€tJ-4elg December20. 2019
Month/Date/Year

DATE EFFECTIYE Aasas+31=l€19 Apfl 1.2020
Month/Date/Year

ISSUED BY d. &"b.
re of Officer

BYAUTHORIry OF ORDER OF THE PUBLIC SERVICE
IN CASE NO.2O19-OO38O DATED

COMMISSION
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Exhibit ISS-2

Nolin - Support for Proposed Change in Allocation Methodology

1. Analysis of Surcharge Billings - pages 1 through 3 of 6.

2. Sample ofNotice sent to Rate B and G customers conceming

the proposed change in allocation methodology - page 4 of

6.

3. Mark up copy of Nolin's Schedule ES tariff reflecting the

proposed change in allocation methodology - page 5 of 6.

4. Copy of Nolin's monthly pass through mechanism report

format modified to reflect the proposed change in allocation

methodology - page 6 of 6.
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Analysis of Over- or Under-Recovery of Surcharge from Rate B & G Customers

Total Over- or Under-Recovery for 24-Month Period by Customer

Surcharqe Billed
Bv Nolin

Over/(Under)
RecoveryRate B Customer By EKPC

Member A
Member B

$1,642,837
$562,250

$1 ,200,719
$445,665

By Nolin

($442,118)
($116,585)

Totals $2,205,087 $1,646,384 ($558,703)

Over-recovery means Nolin billed more than EKPC
Under-recovery means Nolin billed less than EKPC

Total Over- or Under-Recovery for 24-Month Period by Month

Surcharqe Billed Over/(Under)
Recovery

EKPC
Billing Period By EKPC

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-18
Mar-18
Apr-18
May-18
Jun-1 8

Jul-18
Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-19
Mar-19
Apr-19
May-19
Jun-1 9

Jul-19
Aug-19
Sep-19

$1 13,662

$120,720
$102,694
$'104,808

$75,310
$48,762
$85,924
$94,483
$99,1 23

$90,009
$86,451
$87,982
$94,161
$93,890

$103,786
$88,553
$69,797
$72,478
$94,861
$96,051

$111,125
$97,469
$96,824
$76,164

$86,825
$95,127
$80,465
$81,231
$57,051
$38,887
$66,1 29

$72,283
$74,404
$70,753
$62,998
$63,992
$67,847
$67,883
$73,705
$65,978
$49,432
$52,178
$66,352
$69,435
$80,583
$72,298
$74,235
$56,313

($18,259)
($9,azs;

($19,795)
($22,200)
($24,719)
($19,256)
($23,453)
($23,990)
($26,314)
($26,007)
($30,081)
($22,575)
($20,365)
($20,300)
($28,509)
($26,616)
($30,542)
($25,1 71)
($22,58e)
($1e,851)

($26,837)
($25,593)
($22,229)
($23,577)

Totals

Over-recovery means Nolin billed more than EKPC
Under-recovery means Nolin billed less than EKPC

$2,205,097 $1,646,394 ($558,703)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member A

EKPC
Billing Period By EKPC By Nolin

Over/(Under)
Recovery

Surcharqe Billed

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$81,441
$85,335
$72,385
$75,028
$54,600
$35,640
$63,619
$68,1 87
$73,779
$64,1 75
$62,466
$62,944
$69,1 01

$68,514
$77,445
$65,036
$51,471
$53,172
$69,835
$73,204
$87,062
$80,534
$81 ,416
$66,448

$62,888
$66,016
$55,964
$57,274
$41,651
$26,992
$48,040
$50,942
$54,782
$47,663
$44,624
$44,877
$49,462
$49,906
$55,1 77

$46,166
$36,145
$37,290
$48,943
$51,703
$61,649
$56,825
$58,989
$47,751

($18,553)
($19,319)
($16,421)
($17,754)
($12,949)

($8,648)
($15,579)
($17,245)
($18,997)
($16,512)
($17,842)
($18,067)
($19,639)
($19,608)
($22,268)
($18,870)
($15,326)
($15,882)
($20,892)
($21 ,501)
($25,413)
($23,709)
($22,427)
($18,697)

Totals

Over-recovery means Nolin billed more than EKPC.
Under-recovery means Nolin billed less than EKPC.

$1,642,837 $1,200,719 ($442,118)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member B

EKPC
Billing Period By EKPC By Nolin

Over/(Under)
Recovery

Surcharqe Billed

Oct-17
Nov-17
Dec-17
Jan-1 8

Feb-1 I
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9

Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$32,221
$35,385
$30,309
$29,780
$20,710
$13,122
$22,305
$26,296
$25,344
$25,834
$23,985
$25,038
$25,060
$25,376
$26,341
$23,517
$18,326
$19,306
$25,026
$22,847
$24,063
$16,935
$15,408

$9,716

$23,937
$29,111
$24,501
$23,957
$'15,400
$11,895
$18,089
$21,341
$19,622
$23,090
$18,374
$19,115
$18,385
$18,977
$18,528
$19,812
$13,287
$14,888
$17,409
$17,732
$18,934
$15,473
$15,246

$8,562

($8,24+;
($6,zta1
($5,soe;
($5,823)
($5,310)
($1,227)
($4,zto;
($4,sss;
($5,zzz1
($2,2++7
($5,61 1)

($5,923)
($6,ozs;
($6,399)
($7,813)
($3,705)
($5,oss;
($4,+te;
($7,0t z;
($5, t t s;
($5,tzs;
($1,+oz;

($1021
($1 ,154)

Totals

Over-recovery means Nolin billed more than EKPC
Under-recovery means Nolin billed less than EKPC

$562,250 $445,665 ($1 16,585)
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December tL,20L9

ATTN

ELIZABETHTOWN KY 427 O2-5OOO

Dear

Please be advised that the method in which the Environmental Surcharge [ES) is currently
being applied by East Kentucky Power and Nolin RECC on certain industrial loads is being
examined by the Public Service Commission (PSC). Specifically, the special contract rate for
AGC is included in this review. In some instances, industrial customers on special contracts
and "B" rates pay less ES at the retail level than the wholesale level. As a result, certain
retail classes are paying a larger portion of the surcharge, thus subsidizing the industrial
customers. If the Commission rules this is not equitable, a new method will be used to
more fairly apply the ES.

The ES is a mechanism to recoup costs incurred while meeting EPA regulations on power
plant emissions. Such costs include the purchase, maintenance and operation of expensive
equipment like emissions controls systems to "scrub" and "clean" fossil fuels used in the
production of power. State regulators ensure that only proper expenses are extracted in
the ES. Future pollution control equipment and climate legislation mandates will be a
driver of future ES costs.

We will continue to update you as developments occur. Please feel free to contact us if you
have questions about this issue.

Sincerely,

Gregory R. Lee
President & CEO



Nolin RECC
411 Ring Road
Elizabethtown. KY 427 0 I -67 67
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FOR ENTIRE SERVICE AREA

PSC KY NO. 10

2nd Revision Sheet No. 79

CANCELING PSC KY NO.
l't Revision Sheet No. 79

CLASSIF'ICATION OF SERVICE
RATES SCHEDULE ES _ ENVIRONMENTAL SURCHARGE

AVAILABILITY
In all of the Cooperative's service territory.

APPLICABILITY
This rate schedule shall apply to all electric rate schedules and special contracts.

RATE
CES(m) : ES(m)

where CES(m) : Current Month Environmental Surcharge Factor
ES (m) : Current Month Environmental Surcharge Calculation

For all rate schedules excluding those whose retail rates are based upon EKPC's Rate B, C, G, or
special contract rate s :

ES(m) = [((WESF) x (Average of l2-months ended revenues from sales to Member System,
excluding environmental surcharge)) + (Over)/Under Recoveryl divided by
[Average of l2-months ending Retail Revenuey'om all rate schedules excluding those whose retail rates G)
are based on EWC's Rate B, C, G, or special contract rates (excluding environmental surcharge)]

=%

where WESF : Wholesale Environmental Surcharge Factor for Current Expense Month

(r)

(r)For all rate schedules whose retail rates are based upon EKPC's Rate B, C, G, or special contract rates:
ES(m) : Direct pass-through of the wholesale environmental surcharge amount as bitled by EKPC.

(Over)/Under Recovery :

6-months cumulative (over)/under recovery as defined by amount billed by EKPC to
Member System minus the amount billed by Member System to retail customer. Over
or under recoveries shall be amortized over a six-month period.

BILLING
The current expense month (m) shall be the second month preceding the month in which the

Environmental Surcharge is billed.

DATE OF ISSUE December 20 2019
DATE EFFECTIVE April 1.2020

ISSUED BY
President & CEO

Issued by authority of an Order of the Public Service Commission
of Kentucky in Case No. 2019-00380, Dated
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Exhibit ISS-3

Shelby - Support for Proposed Change in Allocation Methodology

1. Analysis of Surcharge Billings - pages I through 14 of 18.

2. Sample of Notice sent to Rate B customers concerning the

proposed change in allocation methodology - page 15 of 18.

3. Mark up copy of Shelby's Schedule ES tariff reflecting the

proposed change in allocation methodology - pages 16 and

l7 of 18.

4. Copy of Shelby's monthly pass through mechanism report

format modified to reflect the proposed change in allocation

methodology - page l8 of 18.
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Analysis of Over- or Under-Recovery of Surcharge from Rate B Customers

Total Over- or Under-Recovery for 24-Month Period by Customer

Rate B Customer By EKPC By Shelby
Over/(Under)

Recovery

Member A
Member B
Member C
Member D

Member E

Member F

Member G
Member H
Member I

Member J
Member K
Member L
Member M

Totals

$223,433
$54,397
$98,059

$1 79,188
$81,280

$311,464
$212,410
$767,008
$208,222
$344,577
$1 01 ,1 75

$52,606
$44,364

$200,00s
$47,818
$88,878

$157,281
$71,883

$267,949
$190,612
$572,569
$169,602
$280,586

$88,957
$48,1 39

$37,217

($23,428)
($6,57e)
($e,181)

($21,e07)
($9,ssz;

($43,515)
($21,7e8)

($194,439)
($38,620)
($63,ee1)
($12,218)

($4,467)
($7,147)

$2,678,183

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC

Total Over- or Under-Recovery for 24-Month Period by Month

EKPC
Billing Period

Surcharqe Billed
By EKPC By Shelby

$2,221,494 ($456,68e)

Over/(Under)
Recovery

Oct-17
Nov-1 7

Dec-17
Jan-1 8
Feb-18
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-1 8

Oct-18
Nov-1 8
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-1 9

$126,881
$137,220
$116,111
$120,831

$84,917
$54,833
$96,503

$1 13,805
$123,595
$103,238
$106,063
$112,627
$117,282
$111,593
$123,010
$101,656

$83,221
$86,1 79

$111,444
$1 18,843
$144,337
$137,517
$137,397
$109,080

$96,793
$1 17,198

$111,921
$100,818

$72,050
$50,447
$92,573
$96,040

$100,450
$112,179

$80,889
$88,923
$84,678
$87,060
$97,625
$86,423
$66,319
$66,702
$86,1 32

$96,904
$109,309
$1 13,686

$112,826
$93,549

($30,088)
($20,022)

($4,1eo)
($20,013)
($12,867)

($4,386)
($3,e30)

($17,765)
($23,145)

$8,941
($25,174)
($23,704)
($32,604)
($24,533)
($25,385)
($15,233)
($16,e02)
($19,477)
($25,312)
($21,e3e)
($35,028)
($23,831)
($24,571)
($15,531)

Totals $2,678,183

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC

$2,221,494 ($456,68e)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member A

Surcharqe BilledEKPC
Billing Period

Over/(Under)
RecoveryBy EKPC By Shelby

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-18
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9

Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$9,716
$10,284

$9,986
$9,852
$6,707
$4,342
$7,578
$9,478

$10,817
$9,672
$8,861
$9,600
$9,521
$8,515

$10,272
$7,979
$6,359
$6,630
$8,824

$10,348
$1 3,1 56
$1 3,1 05
$12,162

$9,669

$8,910
$11,132
$10,317

$8,972
$6,231
$4,362
$8,257
$8,809
$9,764
$9,787
$7,369
$7,636
$7,295
$7,789
$8,309
$7,630
$5,602
$5,692
$7,970
$8,747

$10,252
$10,174
$10,546

$8,451

($8001

$848
$331

($880)
($4201

$20
$679

($60s1
($1,053)

$1 15
($1,+oz;
($1,00+1
($2,zza1

($7201
($1,963)

($3+s1
($7s21
($e38)
($8s+1

($1 ,601)
($2,904)
($2,931)
($1 ,616)
($1,218)

($23,428)Totals $223,433 $200,005

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member B

EKPC
Billing Period

Surcharqe Billed
By EKPC By Shelby

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$2,211
$2,685
$2,243
$2,220
$1,465

$883
$1,704
$1,888
$2,011
$2,469
$2,223
$2,377
$2,1 66
$2,425
$2,708
$2,293
$1,847
$1,795
$2,403
$2,257
$3,090
$3,328
$3,144
$2,562

$1,951
$2,411
$2,145
$1,739
$1,167

$891
$1,557
$1,612
$2,644
$2,526
$1,979
$1,808
$1,927
$1,957
$2,285
$1,986
$1,412
$1,514
$1,751
$2,269
$2,746
$2,710
$2,771
$2,1 63

($260)
($2tt1

($ee1
($4et I
($2e8)

$e
($1+21
($2201

$633
$57

($3++1
($56e)
($23e)
($468)
($423)
($3021
($4ss1
($2at I
($6s21

$12
($3+a1
($6t a1

($32a1
($30s1

Totals

Over-recovery means Shelby billed more than EKPC.
Under-recovery means Shelby billed less than EKPC.

$54,397 $47,818 ($6,579)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member C

EKPC
Billing Period

Surcharqe Billed
By EKPC By Shelby

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$0
$0
$o
$6

($5001

$13
$248

($265)
($333)
$51 3

($1 ,019)
($60s1
($82+1
($zozl
($s+a;
$391

($333)
($+oe1
($7+01
($32s1
($6021

($1,308)
($eozl
($4a+1

Member was not billed
under EKPC's Rate B
priorto January 2018

$4,747 $4,753
$3,794 $3,285
$2,300 $2,313
$4,074 $4,322
$4,957 $4,692
$5,565 $5,232
$4,913 $5,426
$4,763 $3,744
$4,600 $3,937
$4,679 $3,855
$4,906 $4,144
$4,966 $4,419
$3,654 $4,045
$3,324 $2,991
$3,517 $3,019
$4,628 $3,888
$4,872 $4,499
$6,091 $5,394
$6,641 $5,333
$6,360 $5,363
$4,708 $4,224

$98,059 $88,878Totals ($9,181)

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member D

EKPC
Billing Period

Surcharge Billed
By EKPC By Shelby

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9

Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-1 9

$8,807
$9,076
$8,1 49
$7,1 51

$5,264
$3,448
$6,702
$7,928
$8,730
$6,965
$6,810
$7,304
$7,430
$7,226
$8,209
$6,068
$5,280
$5,537
$7,333
$8,558

$10,353
$9,149
$9,911
$7,800

$6,720
$8,691
$7,879
$6,856
$4,929
$3,546
$6,742
$6,961
$6,880
$7,373
$5,413
$6,1 51

$5,860
$6,154
$6,363
$5,908
$4,491
$4,751
$6,520
$7,121
$7,883
$8,625
$8,454
$7,020

($2,oaz;
($385)
($2201

($2e5)
($3es1

$e8
$40

($e67)
($1,eso;

$408
($1,ssz;
($1, t ss;
($1,szo;
($1,072)
($1,4+o;

($160)
($7ee)
($786)
($813)

($1,+SZ;
($2,470\

($52+1
($1,+SZ;

($zeol

($21,907)Totals $1 79,1 88 $157,281

Over-recovery means Shelby billed more than EKPC.
Under-recovery means Shelby billed less than EKPC.
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member E

EKPC
Billing Period

Surcharge Billed
By EKPC By Shelby

Over/(Under)
Recovery

Totals

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 I
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$4,253
$3,762
$3,096
$3,033
$2,1 85
$1,415
$2,432
$3,612
$4,271
$3,1 34
$3,380
$3,1 96

$4,081
$3,645
$4,205
$2,907
$2,334
$2,546
$3,431
$3,811
$4,708
$4,009
$4,453
$3,381

$81,280

$3,238
$3,612
$3,371
$3,044
$2,042
$1,475
$3,021
$3,323
$3,1 87

$3,772
$2,603
$3,1 1 6

$2,812
$2,969
$3,001
$2,608
$2,079
$2,234
$2,858
$3,211
$3,686
$3,907
$3,556
$3,1 56

$71,993

($1 ,ot s;
($1s01

$275
$11

($1+s;
$60

$589
($28e)

($1,084)

$638
($7tt'1

($eo1
($1,zos;

($6201
($1,204)

($20s1
($2ss1
($312)
($52e1
($6oo)

($1,022)
($1021
($8021
($22s1

($9,soz;

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC



Exhibit ISS-3 - Page 7 of 18

Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member F

Surcharqe BilledEKPC
Billins Period By EKPC Bv Shelbv

Over/(Under)
Recovery

Ocl-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-19
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$15,995
$17,704
$12,564
$13,986
$1 0,1 85

$6,956
$11,840
$13,622
$13,853
$12,810
$13,045
$13,576
$13,635
$13,441
$13,452
$12,382
$10,348

$9,911
$12,504
$12,990
$14,981
$14,856
$15,595
$11,233

$13,371
$13,937
$14,202
$12,510

$9,582
$6,466

$11,444
$11,178
$12,828
$14,062
$10,395
$10,617
$10,723
$10,071
$11,793
$10,834

$8,066
$7,783
$9,836

$10,645
$1 1,886
$13,512
$11,832
$10,375

($2,624)
($3,767)

$1,638
($1,476)

($60e1
($4001
($3e6)

($2,+++1
($1,ozs;
$1,252

($2,650)
($2,959)
($2,912)
($3,370)
($1,659)
($1,548)
($2,282)
($2Jza1
($2,ooa1
($2,s+s;
($3,oos;
($1,344)
($3,zos;

($8se1

Totals $311,464

Over-recovery means Shelby billed more than EKPC.

Under-recovery means Shelby billed less than EKPC.

$267,949 ($43,515)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member G

Surcharge BilledEKPC
Billins Period By EKPC Bv Shelbv

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8

Jul-18
Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9

Jul-19
Aug-19
Sep-19

$9,797
$'10,045
$7,371
$8,364
$6,418
$4,1 55
$7,674

$10,339
$12,127

$9,355
$9,918
$9,878

$10,524
$8,114
$7,810
$6,566
$5,560
$5,852
$8,1 82

$9,604
$12,173
$10,940
$11,972

$9,672

$7,899
$8,681
$8,892
$8,390
$5,713
$4,320
$9,033

$10,004
$9,457

$11,284
$7,864
$8,351
$6,782
$5,736
$6,826
$6,430
$4,971
$5,492
$7,531
$8,510
$9,251

$10,534
$10,507

$8,1 55

($1,aoa;
($1,364)
$1,521

$26
($705)

$165
$1,359
($3ss1

($2,670)
$1,929

($2,054)
($1,szz;
($3,t+27
($2,sze;

($ee+1
($1s01
($5e01
($3001
($6st I

($1,094)
($2,ozz1

($406)
($1,+os;
($1,517)

($21,798)Totals $212,410 $190,612

Over-recovery means Shelby billed more than EKPC.
Under-recovery means Shelby billed less than EKPC.
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member H

EKPC
Billing Period

Surcharoe Billed
By EKPC By Shelby

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8

Mar-18
Apr-18
May-18
Jun-1 8

Jul-18
Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$41,114
$45,499
$39,206
$38,122
$26,1 39
$16,786
$29,503
$32,717
$33,998
$24,635
$29,648
$30,286
$31,361
$30,815
$34,864
$29,866
$24,059
$26,040
$31,250
$32,075
$39,086
$38,441
$33,643
$27,855

$27,651
$34,787
$32,968
$27,683
$20,023
$14,081
$24,179
$24,291
$21 ,819
$28,820
$20,240
$21,939
$20,943
$22,590
$25,ggg
$22,412
$17,948
$16,849
$21,036
$24,169
$28,110
$25,500
$26,305
$22,248

($13,463)
($10,712)

($6,238)
($10,439)

($6, t t o;
($2,705)
($5,324)
($8,426)

($12,179)
$4,185

($9,408)
($8,347)

($10,418)
($8,235)
($8,876)
($7,454)
($6,1 1 1)

($9,191)
($10,214)

($7,906)
($10,976)
($12,941)
($7,sse;
($5,ooz;

Totals $767,008 $572,569 ($194,439)

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member I

Surcharqe BilledEKPC
Billins Period By EKPC Bv Shelbv

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 I
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$10,609
$11,262

$9,682
$9,670
$7,014
$4,421
$6,973
$8,337
$9,644
$8,685
$8,214
$8,448
$8,888
$8,547
$9,697
$7,654
$6,044
$6,222
$8,221
$8,455

$10,350
$1 1,406
$11,157

$8,622

$7,826
$9,533
$8,885
$7,984
$5,628
$3,559
$6,858
$7,434
$8,431
$8,715
$6,206
$6,573
$6,247
$6,649
$6,896
$5,741
$4,487
$4,667
$5,941
$6,841
$8,824
$9,1 99
$8,730
$7,749

($2,zas;
($1,729)

($7e7)
($1,686)
($1,386)

($8021
($1 15)
($eo3)

($1,213)

$30
($2,ooe;
($1,azs;
($2,641)
($1,898)
($2,801)
($1,913)
($1,557)
($1,555)
($2,280)
($1,614)
($1,szo;
($2,zoz1
($2,+zz1

($82s1

($38,620)Totals $208,222 $169,602

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member J

EKPC
Billins Period

Surcharqe Billed
Bv EKPC By Shelby

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8

Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$17,444
$19,228
$16,941
$16,923
$11,296
$7,292

$12,999
$14,574
$1 5,1 71

$13,944
$12,769
$13,637
$14,996
$14,719
$16,217
$13,244
$11,036
$10,980
$14,803
$15,070
$17,560
$13,920
$16,549
$13,296

$1 3,1 97
$16,667
$16,094
$12,965

$9,286
$6,597

$11,688
$11,630
$13,298
$13,325
$10,084
$10,906
$10,672
$11,093
$12,594
$1 1,073

$8,378
$8,589

$10,763
$11,744
$11,395
$13,529
$13,652
$11,366

($4,247)
($2,sot;

($8+21
($3,958)
($2,0t o;

($6e01

($1,st t;
($2,944)
($1,873)

($6101
($2,685)
($2,zst;
($4,314)
($3,ozo;
($3,ozs;
($2,ttt1
($2,658)
($2,391)
($4,040)
($3,326)
($6,165)

($30t1
($2,896)
($1,920)

Totals $344,577 $280,586

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC

($63,991)
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member K

EKPC
Billing Period

Surcharge Billed
By EKPC By Shelby

Over/(Under)
Recovery

Totals

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-1 8
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-19
Jul-19

Aug-19
Sep-'19

$4,544
$5,1 92

$4,695
$4,690
$3,041
$1,943
$3,335
$3,933
$4,525
$4,101
$4,105
$4,174
$4,545
$4,217
$5,043
$4,177
$3,1 55
$3,1 94
$4,406
$4,617
$5,1 33
$5,177
$5,114
$4,129

$1 01 ,1 75

$3,946
$5,126
$4,824
$3,815
$2,756
$1,926
$3,411
$3,808
$4,320
$4,543
$3,273
$3,450
$3,419
$3,612
$4,1 1 I
$3,433
$2,648
$2,663
$3,382
$3,749
$4,472
$4,341
$4,397
$3,622

($5s41
($601

$1 39
($8zs;
($24s1
($1 17)

$76
($12s;
($205)
$442

($8s21
($72+'1

($1,126)
($605)
($ez+1
($7+t1
($507)
($531)

($1,024)
($80a1
($6ot I
($8s01
($7tt1
($5021

$88,957 ($12,218)

Over-recovery means Shelby billed more than EKPC.
Under-recovery means Shelby billed less than EKPC,
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member L

Surcharge BilledEKPC
Billing Period

Over/(Under)
RecoveryBy EKPC Bv Shelby

Oct-17
Nov-17
Dec-17
Jan-18
Feb-1 8

Mar-18
Apr-18
May-18
Jun-1 I
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-19
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$2,391
$2,483
$2,1 gg

$2,073
$1,409

$902
$'1,689
$2,420
$2,883
$2,555
$2,327
$2,387
$2,1 96
$1,934
$2,178
$1,717
$1,391
$1,458
$1,979
$2,324
$2,993
$3,1 92

$3,1 03

$2,434

$52,606

$2,083
$2,622
$2,343
$2,1 09

$1 ,410
$1 ,013
$2,060
$2,300
$2,591
$2,547
$1,819
$1,751
$1,724
$1,841
$1,959
$1,784
$1,321
$1,337
$1,779
$2,075
$2,614
$2,619
$2,608
$1,832

$48,1 39

($3oe)

$1 39

$1 55

$36
$t

$111
$371

($120)
($2021

($s1

($5041
($6e01
($4t21

($ee1
($2ts1

$67
($zo1

($1zt I
($2oo)
($z+01
($3201
($52s1
($40s1
($6021

($4,+oz;Totals

Over-recovery means Shelby billed more than EKPC
Under-recovery means Shelby billed less than EKPC
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Analysis of Surcharge Over/(Under) Recovery

Rate B Customer: Member M

EKPC
Billing Period

Surcharqe Billed
By EKPC By Shelby

Over/(Under)
Recovery

Oct-17
Nov-17
Dec-17
Jan-1 8
Feb-18
Mar-18
Apr-18
May-18
Jun-1 8
Jul-18

Aug-18
Sep-18
Oct-18
Nov-18
Dec-18
Jan-19
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19

$3,164
$3,270
$3,089
$3,389
$3,149
$2,494
$2,497
$3,480
$3,862
$4,663
$3,353
$4,235
$3,729

$2,687
$2,420
$2,465
$3,074
$2,540
$1,934
$2,110
$2,875
$3,323
$2,793
$3,702
$4,107
$3,1 87

($850)
($62a1
($315)
($6oe)
($5s01
($387)
($60s1
($sss;

($1,azo;
$349

($tza;
($5+21

$o
$o
$0
$0
$0
$o
$o
$0
$0
$0
$0

($4tt1

Totals $44,364 $37,217

Over-recovery means Shelby billed more than EKPC.
Under-recovery means Shelby billed less than EKPC.

($7,t+21
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Date

Name

Address

Dear Member:

Please be advised that the method in which the Environmental Surcharge is currently being distributed
by East Kentucky Power and Shelby Energy Cooperative on certain industrial loads is being examined by

the Public Service Commission (PSC). Specifically, the "8" rate that your company is on is included in this
review. ln some instances, industrial customers on special contracts and "8" rates pay less of the
Environmental Surcharge at the retail level than the wholesale level. As a result, certain retail classes

are paying a larger portion of the surcharge or subsidizing the industrial customers. lf the Commission
rules that this is not equitable, a new method will be used to more fairly apply the Environmental

Surcharge.

As a review, the Environmental Surcharge is a mechanism designed to recoup cost incurred while
meeting EPA regulations on power plant emissions. Such costs include the purchase, maintenance, and

operation of high cost pollution control equipment such as scrubbers to "clean" coal used in the
production of power. State regulators ensure that only proper expenses are extracted via the
Environmental Surcharge. Future pollution control equipment and climate legislation mandates will be a

driver of future Environmental Surcharge costs.

I will continue to keep you updated on the progress of the review. Please feel free to contact me with
any additional questions you may have concerning this issue.

Sincerely,

Jack Bragg, Jr.

President and CEO

Shelby Energy Cooperative

502-437-816L
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PSC KY

lst Revised SHEET NO. 319

CANCELLING PSC KY NO I

Original SHEET NO. 319
(NAME OF UTILITY)

RATE SCHEDULE BS . ENVIRONMENTAL SURCHARGE

AVAILABILITY:

In all of the Company's service territory

APPLICABILITY:

This rate schedule shall apply to all electric rate schedules and special contracts.

RATE:

CES(m): ES(m)

where CES(m) : Current Month Environmental Surcharge Factor
ES(m) : Curent Month Environmental Surcharge Calculation

For all rate schedules excluding those whose retsil rates are based upon EKPC's Rate B,C,G, or
special contract rates :
ES(m) : [((WESF) x (Average of l2-months ended revenues from sales to Member System,
excluding environmental surcharge)) + (Over)AJnder Recoveryl divided by [Average of 12-
months ending Retail Revenuey'om all rate schedules excluding those whose retail rates are
based on EKPC's Rate B,C,G, or special contract rates (excluding environmental surcharge)]

o//tl

where WESF : Wholesale Environmental Surcharge Factor for Current Expense Month

T
T

T
T

DATE OF ISSUE December 20. 20D
MONTH/DATE/I'EAR

DATE EFFECTIVE April 1. 2O2O
/ YEAR

ISSUED BY

TITLE President & CEO

BY AUTHORITY OF ORDER OF TI{E PUBLIC SERVICE COMMISSION

INCASENO. 2019-OO38O DATE



Shelbv Enersy Cooperative. Inc.
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FOR All Territory Served

PSC KY

lst Revised SHEET NO. 319.1

CANCELLING PSC KY

Original SHEET NO. 319.1
(NAME OF UTILITY)

RATE SCHEDULE ES . ENVIRONMENTAL SURCHARGE
RATE: (continued)

For all rate schedules whose retail rates are based upon EWC's Rate B, C, G or special contract T
rates: ES(m): Direct passihrough of the wholes sale environmental surcharge amount as billed by T
EKPC. T

(Over)AJnder Recovery :

6-months cumulative (over)/under recovery as defined by amount billed by EKPC to Member
System minus the amount billed by Member System to retail customer. Over or under recoveries
shall be amortized over a six-month period.

BILLING

The current expense month (m) shall be the second month preceding the month in which the
Environmental Surcharge billed.

DATE OF ISSUE December 20. 2019
MONTH/DATE/YEAR

DATE EFFECTIVE Aoril 1. 2020
/DA YEAR

ISSUED BY

TITLE President & CEO

BYAUTHORITYOFORDEROF THE PUBLIC SERVICE COMMISSION

INCASENO. 2019-OO38O DATE



East Kentucky Pmr CoopeEtiE, Inc. - Distribution CoopeEtiE
Pas Through Mechanism Report for Shelby Erergy coopentire

Forthe l{onth Ending

Nots:
Shelby Total Monthly Retail Revenues in Column (1 1) includG demand and energy charges, @stacr charges, and FAC revenues.
Revenues reported in Columns (4), (6), (7), (1 1), (13), and (14) aF nel ol Gretr Power Revenues.

{15t
Shelby

Pass Thrcugh
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Fadd

{14)

l2-months
ended
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113l
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(12\

OftPeak
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t11)
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Reouilffienl
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EKPC 12-monlhs
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{41
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN ELECTRONIC EXAMINATION BY THE )
PUBLIC SERVICE COMMISSION OF THE )
ENVIRONMENTAL SURCHARGE )
MECHANISM OF EAST KENTUCKY )
POWER COOPERATIVE,INC. FOR THE )
TWO-YEAR EXPENSE PERTOD ENDING )
MAY 31,2019 AND THE PASS-THROUGH )
MECHANISM OF ITS SIXTEEN MEMBER )
DISTRIBUTION COOPERATIVES )

CASE NO.
2019-00380

AFFIDAVIT

STATE OF KENTUCKY

COUNTY OF CLARK

Isaac S. Scott, being duly swom, states that he has read the foregoing prepared

testimony and that he would respond in the same manner to the questions if so asked

upon taking the stand and that the matters and things set forth therein are true and correct,

to the best of his knowledge, information and belief.

Subscribed and sworn before ms on this &b{day of December 2019

)
)
)

GWYN M. WILLOUGHBY

Notary Public

Kontucky - State at Largo

My Commission Expkes Nov 30, 2021

otary
6Z
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EAST KENTUCKY POWER COOPERATIVE, INC.  

PSC CASE NO. 2019-00380 

PUBLIC SERVICE COMMISSION REQUEST DATED 11/15/19 

 
 
East Kentucky Power Cooperative, Inc. (“EKPC”) hereby submits responses to the information 

requests contained in Appendix B to the Order of the Public Service Commission 

("Commission") in this case dated November 15, 2019.  Each response with its associated 

supportive reference materials is individually tabbed. 



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN ELECTRONIC EXAMINATION BY THE PUBLIC
SERVICE COMMISSION OF THE ENVIRONMENTAL
SURCHARGE MECHANISM OF EAST KENTUCKY
powER cooPERATM,INC. FOR THE TWO-
YEAR EXPENSE PERIOD ENDING
MAY 31,20t9 AND THE PASS-THROUGH
MECHANISM OF ITS SIXTEEN MEMBER
DISTRIBUTION COOPERATIVES

)
)
)
)
)
)
)
)

CASE NO.
2019-00380

CERTIFICATE

STATE OF KENTUCKY

COUNTY OF CLARI(

Mark Hom, 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 s

First Request for Information contained in Appendix B in the above-referenced case dated

November 15,2019, 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.

)
)
)

n.4L-
Subscribed and sworn before me on this 4t day of December, 2019

GWYN M. WILLOUGHBY

Notary Publie

Kentucky - State at Large

My commission Expkes Nov 30, 2021

Public
7oso7



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

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 3I,2OI9 AND THE PASS.THROUGH
MECHANISM OF ITS SIXTEEN MEMBER
DISTRIBUTION COOPERATIVES

)
)
)
)
)
)
)
)

CASE NO.
2019-00380

CERTIFICATE

STATE OF KENTUCKY

COUNTY OF CLARK

Isaac S. Scott, 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 s

First Request for Information contained in Appendix B in the above-referenced case dated

November 15,2019, 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 tnis rtLaay of Dece mber,2019

GWYN M. WILLOUGHBY

Notary Public

Kentucky - State ai talge
My Commission ExPires Nov 30, 20?1

otary c
fv2



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICB COMMISSION

In the Matter of:

AN ELECTRONIC EXAMINATION BY THE PUBLIC
SERVICE COMIT{ISSION OF THE ENVIRONMENTAL
SURCHARGE MECHANISM OF EAST KENTUCKY
POWER COOPERATIVE, INC. FOR THE TWO.
YEAR EXPENSE PERIOD ENDING
MAY 31,2019 AND THE PASS-THROUGH
MECHANISM OF ITS SIXTEEN MEMBER
DISTRIBUTION COOPERATIVNS

)
)
)
)
)
)
)
)

CASE NO.
2019-00380

CERTIFICATf,

STATE OF'KENTUCKY

COUNTY OF CLARK

Thomas J. Stachnik, being duly swom, states that he has supervised the preparation of the

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

First Request for Information contained in Appendix B in the above-referenced case dated

November 15,2019, 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

7--Js-eq
tou, of December,2019.

GWYN M. WILLOUGHBY
Notary Public

Ksntucky - State ar Large
My Commission Expires Nov 30, 2021

Public
v7



PSC Request 1 

Page 1 of 1 

 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2019-00380 

ENVIRONMENTAL SURCHARGE MECHANISM 

RESPONSE TO INFORMATION REQUEST 

 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 11/15/19 

REQUEST 1 

RESPONSIBLE PARTY:  Isaac S. Scott 

 

Request 1.  This question is addressed to EKPC.  Prepare a summary schedule 

showing the calculation of E(m) and the surcharge factor for the expense months under review. 

Form 1 .1 can be used as a model for this summary.  Include the two expense months subsequent 

to the review period in order to show the over- and under-recovery adjustments for the months 

included for the review period.  Include a calculation of any additional over- or under-recovery 

amount EKPC believes needs to be recognized for the two-year review.  Provide the schedule 

and all supporting calculations and documentation in Excel spreadsheet format with all cells and 

formulas intact and unprotected. 

 

Response 1.  Please see the response included on file “Response #1 – Summary 

Schedule E(m) - EKPC Over-Under.xlsx”.  As shown in the response, EKPC is not proposing 

any additional over- or under-recovery to be recognized for the expense months under review. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2019-00380 

ENVIRONMENTAL SURCHARGE MECHANISM 

RESPONSE TO INFORMATION REQUEST 

 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 11/15/19 

REQUEST 2 

RESPONSIBLE PARTY:  Isaac S. Scott 

 

Request 2.  This question is addressed to EKPC and the Member Cooperatives.  For 

each of the 16-Member Cooperatives, prepare a summary schedule showing the Member 

Cooperative's pass-through revenue requirement for the months corresponding with the two-year 

review.  Include a calculation of any additional over- or under-recovery amount the Member 

Cooperative believes needs to be recognized for the two-year review.  Provide the schedule and 

all supporting calculations and documentation in Excel spreadsheet format with all cells and 

formulas intact and unprotected. 

 

Response 2.  Please see the 16 files included with this response styled “2-year {Member 

Name} Response #2.xlsx”.  The calculations follow the revised methodology approved by the 

Commission in Case No. 2015-00281.  Concerning the amortization periods for the resulting 

over- or under-recoveries, all of the Member Cooperatives have notified EKPC that they are 

proposing six-month amortization periods. 

 



PSC Request 2 

Page 2 of 2 

 

 EKPC and the Member Cooperatives have been requested to prepare a summary schedule 

showing the Member Cooperative’s pass-through revenue requirement for the months 

corresponding with the two-year review.  As discussed in Mr. Scott’s direct testimony, this is the 

second two-year review since the adoption of the revised methodology approved in Case No. 

2015-00281.  In the previous two-year review, Case No. 2017-00326, EKPC provided Excel 

spreadsheets for each Member Cooperative that included four “tabs”.  The first three tabs 

provided the six-month schedules filed in the previous surcharge review cases, identified by the 

applicable case number.  The fourth tab covered the last six-months of the review period that had 

yet to be reviewed and contained the determination of the over- or under-recovery for the current 

review period.  EKPC believes viewing all four schedules together accomplishes the desired 

review of each Member Cooperative’s revenue requirement during the review period.  EKPC and 

the Member Cooperatives have followed the same approach for this two-year review case. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2019-00380 

ENVIRONMENTAL SURCHARGE MECHANISM 

RESPONSE TO INFORMATION REQUEST 

 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 11/15/19 

REQUEST 3 

RESPONSIBLE PARTY:  Mark Horn 

 

Request 3.  This question is addressed to EKPC.  Refer to Form 2.3, Inventory and 

Expense of Emission Allowances, for the last six expense months under review. 

 

Request 3a.   For the sulfur dioxide emission allowance inventory, explain the reason(s) 

for all purchases of allowances reported during these expense months. 

 

Response 3a.  No SO2 purchases were made during the period of December 1, 2018, 

through May 31, 2019. 

 

Request 3b.   For the nitrogen oxide emission allowance inventory, explain the reason(s) 

for all purchases of allowances reported during these expense months. 

 

Response 3b.   No NOx purchases were made during the period of December 1, 2018, 

through May 31, 2019. 



PSC Request 3 

Page 2 of 2 

 

Request 3c.   Explain how the purchases of allowances in the last six expense months 

under review comply with EKPC's emissions allowance strategy plan. 

 

Response 3c. No purchases of allowances were made in the expense months covered by 

the applicable billing periods. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2019-00380 

ENVIRONMENTAL SURCHARGE MECHANISM 

RESPONSE TO INFORMATION REQUEST 

 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 11/15/19 

REQUEST 4 

RESPONSIBLE PARTY:  Isaac S. Scott 

 

Request 4.  This question is addressed to EKPC.  Refer to Form 2.5, Operating and 

Maintenance Expenses, for the last six expense months under review.  For each of the expense 

account numbers listed on this schedule, explain the reason(s) for any change in the expense 

levels from month to month if that change is greater than plus or minus 10 percent. 

 

Response 4. Please see pages 2 through 11 of this response.   



East Kentucky Power Cooperative, lnc.
Environmental Surcharge Operating and Expense Month over Month Analysis
For the Expense Period December 2018 to May 2019

Mav

$ 204,744
$ 153,478

299 380/"

Aor
$ 51,266
$ 48,895

20,62 210/"

Mar

$ 2.371
$ (82,937)

-97 220/"

Feb

$ 85,308
$ (11,244)

-11 850/"

Jan
$
$

96,552
46,662
93 530/.

Dec
$ 49,890
$ (159,284)

-76'150/"

Nov
Expense Dollarsl $

Expense Dollars Change
Percent Chanqe I

209,174
Fuel Goal Gilbert501010 - sP03

400-2610

Monthly expense changes are due to increases or decreases in volume of ash removed.

Mav

$
$

656
(28,426)
-97.74o/a

Aor
$ 29,082
$ (58,318)

-66.73o/o

Mar

$
$

87,400
25,396
4O.960/o

Jan I Feb

$ 64,348 I $
$ (154,410)l $

-70 s80/" I

62,004
(2,344)
-3.640/"

Dec
$ 218,758
$ 167,971

330 740/"

Nov
Expense Dollarsl $

Expense Dollars Change
Percenl Chanoe

50,787
Fuel Coal Spurlock 4501010 - sP04

400-261 0

Monthly expense changes are due to increases or decreases in volume of ash removed.

Mav
$
$ (5,se1)

-10n ooo/^

ADr
$ 5,591

$ 5,514
71A1 n40/"

Mar
$
$

77
(1 8,666)
-qq sqo/"

Feb
$
$

18,743
6,913

AR AAO/"

Jan
$
$

11,830
(1 1,68s)
49.70o/a

Dec
$ 23,519
$ 23,442

30d44.160/"

Nov
Expense Dollarsl $

Expense Dollars Change
Percent Chanoe I

77
Fuel Coal Coooer (Unit 2 AQCS)50'1010 - CPxx

Pro,ect 02610

Monthly expense changes are due to increases or decreases in volume of ash removed.

Mav
$ 27,364
$ 13,697

100 220/"

ADr
$
$

13,667
(1,887)

-12 130/.

Mar
$
$

1 5,554
4,454

40'130/"

Feb
$ 11,100

$ (63,418)
-85 100/.

Jan
$
$

74,518
67,501

961 960/"

Dec
$ 7,017
$ (14,991)

-6,8 120/"

Nov
Expense Dollarsl $ 22,OOB

Expense Dollars Change
Percent Chanoe

Mainlenance of Coooer (unit 2 ACICS)5'12000 - CPrr
Proiects 03350
and 03521

Prcject 03350 is Bag House, Dry Scrub, SNCR & SCR, Project 03521 is Scrubber Maintenance

DecemberlS -
Project 03350- Contractor payments increased $0.4k, EKPC Payroll & Benefits decreased $3.5k, Accruals decreased $7k
Project 03521- Contractor payments decreased $4.8k, EKPC Payroll & Benefits increased $0.6k, Materials decreased $2.6k, Accruals increased $2k
No significant maintenance performed.

January19 -
Project 03350- Contractor payments decreased $0.1k, EKPC Payroll & Benefits decreased $0.7k, Materials increased $1.4k, Accruals increased $3.7k
Project 03521- Contractor payments increased $58.2k, EKPC Payroll & Benefits increased $10.8k, Materials decreased $1.9k, Accruals decreased $4k

January includes correction of December activity related to replacement of water strainers in the scrubber building

February1g -
Project 03350- Contractor payments decreased $0.2k, EKPC Payroll & Benefits increased $6.3k, Materials decreased $1.4k, Accruals decreased $0.2k
Proiect 03521- Contractor payments decreased $58.2k, EKPC Payroll & Benefits decreased $13.2k, Materials decreased $0.4k, Accruals increased $4k.
No significant maintenance performed.

Marchl9 -
Proiect 03350- EKPC Payroll & Benefits decreased $7.4k, Materials increased $0.8k,
Project 03521- Contractor payments increased $0.9k, EKPC Payroll & Benefits increased $6.7k, Materials increased $3.3k,
No significant maintenance performed.
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East Kentucky Power Cooperative, lnc.
Environmental Surcharge Operating and Expense Month over Month Analysis
For the Expense Poriod December 2018 to May 2019

Aprill9 -
Project 03350- Contractor payments decreased $0.2k, EKPC Payroll & Benefits increased $1.6k, Materials decreased $0.8k, Accruals decreased $0.2k
Project 03521- Contractor payments increased $1.3k, Materials decreased $4.6k, Accruals increased $1.1k
No significant maintenance performed.

May19 -
Project 03350- Contractor payments decreased $0.1 k, EKPC Payroll & Benefits increased $5.2k, Materials increased $0.5k, Accruals increased $9.2k
Project 03521- Contractor paymentrs increased $0.5k, EKPC Payroll & Benefits decreased $1.8k, Matedals increased $2.6k, Accruals decreased $2.3k
No significant maintenance performed.

Mav
$ 79,595
$ 43,663

121.520

ADr
$ 35,932
$ 18,490

106.01olo

Mar
17,442
8,356

91.97o/o

$
$

Fcb

$ 9,086
$ 6,477

?4e 260/"

Jan
2,609

(71,s82)
-q6 500/"

$
$

Dec
74,591
38,276

106 4rl0/"

$
$

Nov
Expense Dollars $

Expense Dollars Change
Percent Chanoe

36,315
Maintonance of Boiler Plant Sourlock I512000 - sPol

Projects 03330
and 03501

Project 03330 is for the Spurlock 1 Electrostatic Precipitator and Prcject 03501 is for Spurlock I SCR maintenance.

DecemberlS -
Project 03330- Contractor payments increased $7.7k, EKPC Payroll & Benefits increased $0.3k, Materials decreased $5k, Accruals increased $4.4k
Project 03501- Contractor payments increased $23.7k, EKPC Payroll & Benefits increased $2k, Materials increased $0.5k, Accruals increased $4.7k
Work done on the catalyst and precipitators

Januaryl 9 -
Project 03330- Contractor payments decreased $5.8k, EKPC Payroll & Benefits decreased $1.6k, Materials increased $0.2k, Accruals decreased $9.1 k
Project 03501- Contractor payments increased $ 12.7k, EKPC Payroll & Benefits decreased $5.7k, Materials decreased $0.5k, Accruals decreased $62.1 k
No significant maintenan@ performed.

February19 -
Project 03330- Contractor payments decreased $3.2k, EKPC Payroll & Benefits increased $3k, Materials decreased $0.5k, Accruals increased $7.7k
Project 03501- Contractor payments decreased $41.5k, EKPC Payroll & Benefits increased $2.3k, Accruals increased $38.7k
No signifi cant maintenance performed.

Marchl9 -
Project 03330- Contractor payments increased $1 0.9k, EKPC Payroll & Benefits increased $0.4k, Materials increased $0.2k, Accruals decreased $4.6k
Project 03501- Contractor payments increased $0.2k, EKPC Payroll & Benefits increased $1.5k, Accruals decreased $0.2k
No significant maintenan@ performed.

Aprill9 -
Proiect 03330- Contractor payments decreased $1 1 k, EKPC Payroll & Benefits decreased $0.5k, Materials increased $5.5k, Accruals increased $1 .4k
Proiect 03501- Contractor payments increased $22.5k, EKPC Payroll & Benefrts decreased $0.7k, Accruals increased $1.2k
No significant maintenance performed.

May19 -
Project 03330- Contractor payments decreased $1.2k, EKPC Payroll & Benefits increased $10.9k, Materials decreased $5.6k, Accruals increased $1.2k
Project 0350'1- Contractor payments increased $3.7k, EKPC Payroll & Benefits increased $2.9k, Materials increased $7.8k, Accruals increased $24k
Tuning of Ammonia lngection Grid on the SCR
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East Kentucky Pow€r Cooperative, lnc.
Environmental Surcharge Oporating and Expense Month over Month Analysis
For the Exp€nse Period December 20'18 to May 2019

Mav
7,431

(1 0,1 78)
-57.800/"

$
$

Aor
$ 17,609

s 12,312
232.430/.

Mar

$
$

5,297
(15,058)
-73.980/.

Feb

$
$

20,355
11,709

135.430/.

Jan
$ 8,646
$ (407,714)

-97 920/"

Dec
$ 416,360
$ 344,247

477 370/"

Nov
Expense Dollars $

Expense Dollars Change
Percent Chanqe

72,113
Maintenance of Boiler Plant SDurlock 2512000 - sP02

Projects 03330
and 0350'l

Project O333O is forthe Spurlock 2 Electrostatic Precipitator and Project 03501 is for Spurlock 2 SCR maintenance.

DecemberlS -
Project 03330- Contractor payments increased $395k, EKPC Payroll & Benefits decreased $4.5k, Materials decreased $30.8k, Accruals increased $1 -8k
Project 03501- Contractor payments decreased $9.7k, EKPC Payroll & Benefits decreased $4.4k, Materials decreased $3.2k, Accruals decreased $0.1k
Unit 2 outage - precipitator repairs/inspections

January19 -
Proiect 03330- Contractor payments decreased $393k, EKPC Payroll & Benefits decreased $6"7k, Materials increased $15k, Accruals decreased $3.8k
Project03501-Contractorpaymentsdecreased$17.3k,EKPCPayroll &Benefitsdecreased$1.4k, Materialsdecreased$0.4k,Accrualsincreased$0.1k
No significant maintenance performed.

February19 -

Project 0333G Contractor payments increased $0.2k, EKPC Payroll & Benefits increased $2.8k, Materials increased $10-9k, Accruals increased $1.9k.
Prqiect 03501- Contractor payments decreased $5.2k, EKPC Payroll & Benefits decreased $1 k, Materials increased $2.1 k.

lnstalled current limiting reactor and interface module

Marchlg -
Project 03330- Contractor payments decreased $1 k, EKPC Payroll & Benefits decreased $3.2k, Materials decreased $10.2k.
Project 03501- Contractor payments increased $0.1k, EKPC Payroll & Benefits increased $1.3k, Materials decreased $2.1k.
No significant maintenance performed.

Aprill9 -
Proiect 03330- Contractors increased $0.6k, EKPC Payroll & Benefits increased $9.1 k, Materials decreased $0.7k.
Project 03501- Contractor payments decreased $0.6k, EKPC Payroll & Benefits increased $2.1k, Accruals increased $1.8k.
No significant mainlenance performed.

May19 -
Project 0333G Contractor payments increased $0.1k, EKPC Payroll & Benefits decreased $6.4k.
Project03501-Contractorpaymentsincreased$l.3k,EKPCPayroll &Benefitsdecreased$1.8k, Accrualsdecreased$3.4k.
No signilicant maintenance performed.
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Novilaintenance of Boiler Plant Gilbert
Expense Dollars

Expense Dollars Change
Perent Chanoe
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512000 - sP03

Projects 03206
and 03350

Prcject 03206 is for Spurlock 3 Boiler Pollution Control equipment and Prcject 03350 is fo. Spurlock 3 Bag House, SNCR and FDA equipment,

DecemberlS -
Project 03206- Contractor payments increased $49.4k, EKPC Payroll & Benefits increased $17.2k, Materials decreased $17.1 k, Accruals decreased $0.5k
Project 03350- Contractor payments decreased $3.8k, EKPC Payroll & Benefits decreased $1.4k, Materials decreased $0.6k, Accruals increased $2.2k
Work on 3A limestone mill breaker and LM journal rebuild/repair
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East Kentucky Power Cooperative, lnc.
Environmental Surcharge Oporating and Expense Month over Month Analysis
For the Expense Period December 2018 to May 2019

January19 -
Project 03206- Contractor payments decreased $34.9k, EKPC Payroll & Benefits decreased $14.3k, Materials increased $13.3k, Accruals increased $29.3k
Project 03350- Contractor payments decreased $9.1k, EKPC Payroll & Benefits decreased $13.7k, Materials increased $1k, Accruals decreased $3.8k
Toshiba power module repairs

February1g -
Proiect 03206- Contractor payments increased $388.5k, EKPC Payroll & Benefits increased $1 1.9k, Materials increased $24.1 k, Accruals increased $60.6k
Project 03350- Contractor payments increased $690.7k, EKPC Payroll & Benefits increased $14.3k, Materials increased $0.2k, Accruals increased $4.6k
Refractory and baghouse repairs, bag replacements

Marchl9 -
Project 03206- Contractor payments increased $1091.2k, EKPC Payroll & Benefits increased $122.6k, Materials increased $220k, Accruals decreased $69.2k
Project 03350- Contractor payments decreased $354.9k, EKPC Payroll & Benefits increased $17.4k, Materials increased $45k, Accruals increased $25.1k
Unit 3 outage repairs

Aprill9 -
Project 03206- Contractor payments decreased $1312.5k, EKPC Payroll & Benefits decreased $131.1k, Materials decreased $225.8k, Accruals decreased $122.5k
Project 03350- Contractor payments decreased $227.8k, EKPC Payroll & Benefrts increased $56.9k, Materials decreased $45.6k, Accruals decreased $38.8k
Continued outage repairs

May19 -
Project 03206- Contractor payments decreased $107.9k, EKPC Payroll & Beneftts increased $4.5k, Materials increased $26.8k, Accruals increased $126k
Project 03350- Contractor payments decreased $92.8k, EKPC Payroll & Benefits decreased $84.3k, Materials decreased $0.9k, Accruals increased $9k
Trailing outage expenses
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NovMaintenance of Boiler Plant Spurlock 4
Expense Dollars

Expense Dollars Change
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235,981

512000 - sP04
Projec'ts 03206
and 03350

Proiect 03206 is fot Spurlock 4 Boiler Pollution Control equipment and Prcject 03350 is for Spurlock 4 Bag House, SNCR and FDA equipment.

DecemberlS -
Proiect 0320& Contractor payments decreased $120.8k, EKPC Payroll & Beneflits increased $8.5k, Materials decreased $3.1 k, Accruals decreased $0.2k
Proiect 03350- Contractor payments decreased $8.8k, EKPC Payroll & Benefits decreased $6.2k, Materials decreased $1.7k, Accruals increased $4.4k
Cyclone repairs

January19 -
Project 03205- Contractor payments decreased $7.6k, EKPC Payroll & Benefrts decreased $12.7k, Materials decreased $14.7k, Accruals increased $1.2k.
Project 03350- Contractor payments increased $17.7k, EKPC Payroll & Benefits decreased $8.8k, Materials increased $5.7k, Accruals decreased $8.1 k
Reftactory repairs

February19 -
Project 03206- Contractor payments increased $122.8k, EKPC Payroll & Benefits increased $18.8k, Materials increased $131.8k, Accruals increased $40.9k
Project 03350- Contractor payments decreased $18.8k, EKPC Payroll & Benefits increased $5.9k, Materials increased $21 k, Accruals increased $25k
Refractory repairs
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East Kentucky Power Goopeftrtive, lnc.
Environmental Surcharge Operating and Exponse Month over Month Analysig
For the Expense Period December 2018 to May 2019

Marchlg -
Project 03206- Contractor payments decreased $51 k, EKPC Payroll & Benefits decreased $19.3k, Materials increased $75.4k, Accruals decreased $85.3k
Proiect 03350- Contractor payments increased $8k, EKPC Payroll & Benefits decreased $3.3k, Materials decreased $28.2k, Accruals decreased $25.4k
Boiler vacuum servi@s

Aprill9 -

Project 03206- Contractor payments increased $1212.8k, EKPC Payroll & Benefits increased $36.8k, Materials decreased $153.1k, Accruals increased $373-6k
Project 03350- Contractor payments increased $38.8k, EKPC Payroll & Benefits increased $3.6k, Materials increased $9.1k, Accruals increased g20k

Spring outage and turbine overhaul

Mayl9 -
Project 0320G Contractor payments decreased $522.8k, EKPC Payroll & Benefits increased $59.3k, Materials decreased $9.7k, Accruals decreased $457.7k
Project 03350- Contractor payrnents decreased $3.1k, EKPC Payroll & Benefits increased $14.2k, Materials decreased $0.7k, Accruals increased $1 1.5k
Spring outage and turbine overhaul

DecemberlS -
Project 0352'l- Contractor payments increased $34.4k, EKPC Payroll & Benefits increased $4.3k, Materials increased $32.5k, Accruals increased $316.9k
Limetone silo repairs A and B

January19 -

Proiect 03521- Contractor payments increased $136.9k, EKPC Payroll & Benefrts decreased $13k, Materials decreased $39.7k, Accruals decreased 9337.1k
Limetone silo repairs A and B

February19 -
Project 03521- Contractor payments decreased $183k, EKPC Payroll & Benefits increased $7.8k, Materials decreased 914.6k, Accruals increased $86.1k.
Limetone silo repairs A and B

Marchl9 -
Project 03521- Contractor payments increased $381.7k, EKPC Payroll & Benefits increased $5.1k, Materials decreased $3.1 k, Accruals decreased 9428.5k
No signifi cant maintenance performed.

May19 -
Proiect 03521- Contractor payments increased $45.4k, EKPC Payroll & Benefrts increased $14k, Materials increased $43.4k, Accruals increased $1 01.7k
Vadous seal repairs and associated labor
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East Kentucky Power Cooperative, lnc.
Environmental Surcharge Operating and Expense Month over Month Analysis
For the Expense Period December 2018 to May 2019

DecemberlS -

Project 03521- Contractor payments increased $366.5k, EKPC Payroll & Benefits decreased $1.5k, Materials increased $36.9k, Accruals increased $273.6k
Rebuild dewatering cyclone and related expenses

Januaryl I -
Project 03521- Contractor payments decreased $14.1k, EKPC Payroll & Benefits decreased $15.1k, Materials decreased $63.9k, Accruals decreased 9837.8k
Removal and installation of FRP oxidation ak piping

February19 -

Project 03521- Contractor payments decreased $498.7k, EKPC Payroll & Benefits increased $7.3k, Materials decreased $15.4k, Accruals increased $257.5k
Contract maintenance

Marchl9 -
Project 03521- Contractor payments increased $390.3k, EKPC Payroll & Benefits decreased $7.4k, Materials increased $90k, Accruals decreased $212.7k.
Limetone silo repairs A and B

April'19 -

Project 03521- Contractor payments decreased $283.2k, EKPC Payroll & Benefits increased $16.2k, Materials decreased $122.3k, Accruals increased g58.6k.

No significant maintenance performed"

May19 -

Project 03521- Contractor payments decreased $139.2k, EKPC Payroll & Benefrts decreased $5.4k, Materials increased 949.2k, Accruals increased g2o9.7k

Contract maintenance accruals

Air permit fees paid for Cooper and Spurlock for calendar 2019 emissions.
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East Kentucky Power Cooperative, lnc.
Environmental Surcharge Operating and Expense Month over Month Analysis
For the Expense Period December 2018 to May 2019

Ammonia

The monthly change in expense is due to the increase or decrease in Ammonia usage.

Ammonia

The monthly change in expense is due to the increase or decrease in Ammonia usage based on generation.

The monthly change in expense is due to the increase or decrease in Ammonia usage based on generation.

The monthly change in expense is due to the increase or decrease in Ammonia usage based on generation-
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East Kentucky Power Cooperativo, lnc,
Environmental Surcharge Operating and Expense Month ov6r Month Analysis
For the Expense Period December 2018 to May 2019

Limestone is stockpiled throughout the year and taken from the stockpile for usage. There may be slight variances in the cost
according to fluctuations in contract prices and freight mst per shipment of limestone, but the noted change in limestone primarily

reflects the level of stockpile usage by the unit for the month indicated.

January19 - Limestone expenses decreased by $66k and Ammonia expenses decreased by $5k
Tons bumed decreased by 5,001 tons

February1 9 - Limestone expenses decreased by $125.2k and Ammonia expenses decreased by $13.5k
Tons burned decreased by 9,026 tons

Marchlg - Limestone expenses decreased by $151.4k and Ammonia expenses decreased by $12.4k
Unit offline for March for spring outage, no burn

Aprillg - Limestone expenses increased by $136.4k and Ammonia expenses increased by $9.4k
Unit 3 back oniine mid-April

May19 - Limestone expenses increased by $1 06k and Ammonia expenses increased by $17.6k
Tons burned increased by 7,581 tons

Limestone and

Limestone is stockpiled throughout the year and taken from the stockpile for usage. There may be slight variances in the cost
according to fluctuations in contract prices and freight cost per shipment of limestone, but the noted change in limestone primarily

reflects the level of stockpile usage by the unit for the month indicated.

DecemberlS - Limestone expenses decreased by $14.6k and Ammonia expenses decreased by $15.9k

February1g - Limestone expenses decreased by $51.6k and Ammonia expenses increased $14.7k
Tons burned decreased by 4,735 tons
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East Kentucky Power Cooperative, lnc.
Environmental Surcharge Operating and Expense Month over Month Analysis
For the Expense Period December 2018 to May 2019

Marchl9- Limestoneexpensesincreasedby$59.lkandAmmoniaexpensesdecreased$2.5k.
Tons burned increased by 5,335 tons

Aprillg - Limestone expenses decreased $34.5k and Ammonia expenses decreased 92.5k
Tons bumed decreased by 3,120 tons

May19 - Limestone expenses decreased $10.8k and Ammonia expenses decreased $37.6k
Merccontrol lnventoryAdjustment of ($24,057.95)

and

Limestone is stockpiled throughout the year and taken from the stockpile for usage. There may be slight variances in the cost
according to fluctuations in contract prices and fteight cost per shipment of limestone, but the noted change in limestone primarily
reflects the level of stockpile usage by the unit for the month indicated.

Decemberl8- Limestone expenses increased by $1 18.3k and Ammonia expenses increased by $45k
Tons burned increased by 10,891 tons

January19 - Limestone expenses decreased by $6.9k and Ammonia expenses decreased by $36.9k
No deliveries tho thru th4

February19 - Limestone expenses increased by $36.4k and Ammonia expenses increased by $3.3k
Tons burned increased by 3,182 tons

Marchl9 - Limestone expenses decreased by $80k and Ammonia expenses decreased by 919.4k
Tons burned decreased by 7,235 tons
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East Kentucky Power Cooperative, lnc.
Environmental Surcharge Operating and Expense Month over Month Analysis
For tho Expense Period December 2018 to May 2019

Ammonia and

Limestone is stockpiled throughout the year and taken from the stockpile for usage. There may be slight variances in the cost
according to fluctuations in contract prices and fteight cost per shipment of limestone, but the noted change in limestone primarily
reflects the level of stockpile usage by the unit for the month indicated.

Januaryl 9 - Limestone expenses decreased by $21 5.2k and Ammonia expenses decreased by $14.4k
Tons burned decreased 15,788 tons

February19- Limestone expenses decreased by $1 55.2k and Ammonia expenses decreased by $13.3k
Tons burned decreased 13,307 tons

Marchlg - Limestone expenses increased by $310.9k and Ammonia expenses increased by $17.9k
Unit 3 offline in March, tons burned by unit 4 increased 22,294 tons

Aprillg - Limestone expenses decreased by 9370.8k and Ammonia expenses decreased by $23.1k
Unit off{ine ior April - spring outage, turbine overhaul

May19 - Ammonia expenses increased by $6.9k
Unit offJine for May - turbine overhaul; increase in Ammonia expense was due to an inventory adjustment
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2019-00380 

ENVIRONMENTAL SURCHARGE MECHANISM 

RESPONSE TO INFORMATION REQUEST 

 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 11/15/19 

REQUEST 5 

RESPONSIBLE PARTY:  Thomas Stachnik 

 

Request 5.  This question is addressed to EKPC.  The Settlement Agreement approved 

in Case No. 2004-00321 provides that EKPC's rate of return on compliance-related capital 

expenditures will be updated to reflect current average debt cost at the conclusion of the 

surcharge review period.  Provide the following information as of May 31, 2019: 

  a. The debt issuances directly related to projects in the approved compliance 

plan and corresponding outstanding balances of each debt issuance. 

  b. The debt cost for each debt issuance directly related to the projects in the 

approved compliance plan, and whether the debt cost is a fixed or variable rate. 

  c. EKPC’s calculation of the weighted average debt cost and the rate of 

return resulting from multiplying the weighted average debt cost by a 1.50 Times Interest Earned 

Ratio (TIER).  Include all supporting calculations showing how the weighted average debt cost 

was determined. 

  d. Provide all schedules and supporting calculations and documentation in 

Excel spreadsheet format with all cells and formulas intact and unprotected. 



PSC Request 5 

Page 2 of 2 

 

Responses 5a-d. Please see the response included on file “Response #5 – WAC of Debt 05-

31-2019.xlsx”.  The debt cost for each debt issuance is at a fixed interest rate.  EKPC is 

proposing a weighted average cost of debt of 3.983% based on the debt cost for each debt 

issuance directly related to the projects in the environmental compliance plan as of May 31, 

2019.  Using a weighted average cost of debt and a TIER of 1.50 produces a rate of return on the 

environmental compliance related capital expenditures of 5.975%. 

 

 



PSC Request 6 

Page 1 of 5 

 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2019-00380 

ENVIRONMENTAL SURCHARGE MECHANISM 

RESPONSE TO INFORMATION REQUEST 

 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 11/15/19 

REQUEST 6 

RESPONSIBLE PARTY:  Isaac S. Scott 

 

Request 6.  This question is addressed to EKPC.  KRS 278.183(3) provides that 

during the two-year review, the Commission must, to the extent appropriate, incorporate 

surcharge amounts found just and reasonable into the existing base rates of the utility. 

 

Request 6a.  Provide the surcharge amount that EKPC believes should be incorporated 

into its existing base rates.  Include all supporting calculations, workpapers, and assumptions. 

 

Response 6a.  As stated in Mr. Scott’s direct testimony, EKPC does not believe that any 

surcharge amounts should be incorporated into its existing base rates.  However, EKPC has 

provided a calculation of the estimated roll-in amount, as shown on the spreadsheets provided in 

the file “Response #6 – Potential Roll-in 05-31-2019.xlsx”.  The total estimated roll-in (revenue 

requirement) is $114,314,631 and EKPC has further estimated that $76,955,573 of the total 

would be assigned to demand and $37,359,057 would be assigned to energy.1  Please note that 

this demand and energy assignment assumes the entire return on environmental compliance rate  

 

 

                                                        
1 The $1 difference in the sum of the demand and energy components is attributable to rounding. 
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base would be assigned to demand.  A cost of service study would likely assign the components 

of the environmental compliance rate base to both demand and energy.  Likewise, the return on 

environmental compliance rate base would likely be assigned to demand and energy as well. 

 To determine this estimated roll-in, EKPC used the environmental compliance rate base 

as shown in the monthly surcharge report for the expense month of May 31, 2019, the last 

expense month included in the two-year review.  This rate base was multiplied by the rate of 

return that was authorized as of May 31, 2019, with was 6.032%, to calculate the dollar return on 

rate base.  Pollution control operating expenses reflect the actual balances for the twelve month 

period ending May 31, 2019.  There were no proceeds from the sale of by-products or emission 

allowances for the twelve months ending May 31, 2019 to include in the calculations.  The sum 

of the dollar return on rate base and pollution control operating expenses was multiplied by the 

Member System allocation ratio for May 31, 2019 of 99.27% to recognize that only the portion 

of the surcharge applicable to Member sales would be rolled into base rates.  This adjusted 

surcharge revenue requirement constitutes the estimated roll-in amount. 

 In preparing this response, EKPC has utilized the same approach it followed when it 

responded to Request 6a of the Commission Staff’s First Data Request in Case No. 2012-00486. 

 

Request 6b.  The surcharge factor reflects a percentage of revenue approach, rather than 

a per-kWh approach.  Taking this into consideration, explain how the surcharge amount should 

be incorporated into EKPC's base rates.  Include any analysis that EKPC believes supports its  
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position.  Provide all schedules in Excel spreadsheet format with all cells and formulas intact and 

unprotected. 

 

Response 6b.  The environmental costs included in EKPC’s revenue requirement 

represent both investment costs and energy costs. Because both types of costs are present, a roll-

in of the surcharge into base rates is more complicated that the roll-in performed in a two-year 

fuel adjustment clause proceeding, where only energy costs are involved. EKPC believes that the 

most appropriate approach for incorporating surcharge amounts into its base rates is through a 

traditional cost of service study performed during a base rate proceeding. EKPC has not 

performed a cost of service study in conjunction with this surcharge review proceeding. Absent a 

cost of service study, EKPC would propose allocating a portion of the revenue requirement to 

demand and a portion to energy, as shown in the response to Request 6a. EKPC has assigned the 

dollar return on compliance rate base and depreciation to the demand portion. The portion 

assigned to energy reflects the pollution control operating expenses minus the depreciation 

expense. 

 

Request 6c.  Provide the Base Period Jurisdictional Environmental Surcharge Factor 

(BESF) that reflects all environmental surcharge amounts previously incorporated into existing 

base rates and the amount determined in part (a). Include all supporting calculations, work 

papers, and assumptions. 
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Response 6c.  EKPC’s BESF as of May 31, 2019 was zero, as established by the 

Commission in Case No. 2009-00317. In the response to Request 6a, EKPC has provided a 

calculated amount of a base rate roll-in. If the Commission were to require EKPC to roll-in its 

environmental surcharge into base rates, based on the Member System base rate revenues for the 

twelve months ending May 31, 2019, the BESF would be 15.01%. However, EKPC notes that it 

would need to recalculate the BESF based on the most recent twelve month revenue information 

following the Order in this proceeding. EKPC believes this recalculation is consistent with the 

approach followed by Louisville Gas and Electric Company and Kentucky Utilities Company 

when recalculating its BESF. 

 

Request 6d.  Does EKPC believe that there will need to be modifications to either the 

surcharge mechanism or the monthly surcharge reports, other than a revision to BESF, as a result 

of incorporating additional environmental surcharge amounts into EKPC's existing base rates? If 

so, provide a detailed explanation of the modifications and provide updated monthly surcharge 

reports. 

 

Response 6d.  Although EKPC does not support incorporating the environmental 

surcharge revenue requirement into base rates as part of this proceeding, such a roll-in would not 

require the need to modify the surcharge mechanism or monthly surcharge reports utilizing the 

approved base/current mechanism. While a roll-in of the environmental surcharge revenue 

requirement into EKPC’s wholesale base rates would not require a modification to the surcharge  
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mechanism or monthly surcharge reports, such a roll-in would require the Member Systems to 

modify their retail base rates accordingly. No mechanism to accomplish a retail base rate change 

due to an environmental surcharge roll-in was established in conjunction with the approval of the 

environmental surcharge for EKPC or the pass-through mechanism for the Member Systems. 

 

Request 6e.  Provide all schedules in Excel spreadsheet format with all cells and 

formulas intact and unprotected. 

 

Response 6e.  The file “Response #6 – Potential Roll-in 05-31-2019.xlsx” provided with 

this response includes all schedules in Excel spreadsheet format with all cells and formulas intact 

and unprotected. 
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