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Please state your name, title, and business address. 

My name is Robert M. Conroy. I am the Director - Rates for L,G&E and KU 

Services Company, which provides services to Louisville Gas and Electric Company 

(“LG&E” or “Company”) and Ikntucky TJtilities Company (“I<U”) (collectively “tlie 

Companies”). My business address is 220 West Main Street, Louisville, Kentucky, 

40202. A complete statement of my education and work experience is attached to this 

testimony as Appendix A. 

Have you previously testified before this Commission? 

Yes. I have previously testified before this Coiiimission in proceedings concerning 

the Companies’ most recent rate cases, fuel adjustment clauses, and environmental 

cost recovery (“ECR’) surcharge mechanisms. 

What is the purpose of this proceeding? 

The purpose of this proceeding is to review the past operation of LG&E7s 

eiiviromiiental surcharge during the six-month billing periods ending October 3 1, 

201 1 (expense months of March 201 1 through August 201 l), aiid April 30, 2012 

(expense months of September 201 1 through February 2012), and to determine 

whether tlie surcharge amounts collected during tlie periods are just and reasonable. 

What is the purpose of your testimony? 

The purpose of my testimony is to summarize tlie operation of LG&E’s 

enviroimeiital surcharge during the billing periods under review, demonstrate that tlie 

amounts collected during the periods were just and reasonable, present aiid discuss 

LG&E’s proposed adjustment to tlie Environmental Surcharge Revenue Requirement 
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based on the operation of tlie surcharge during tlie periods and explain how the 

environinental surcharge factors were calculated during the periods under review. 

Please summarize the operation of the environmental surcharge for the billing 

periods included in this review. 

LG&E billed an environinental surcharge to its custoiners from May 1, 201 1 through 

ApriI 30, 2012. For purposes of the Commission’s examination in this case, the 

monthly LG&E enviroiiinerital surcharges are considered as of the six-month billing 

periods ending October 3 1, 201 1 and April 30, 2012. In each month of the six-month 

periods under review in this proceeding, LG&E calculated tlie environmental 

surcharge factors in accordance with its tariff ECR, and the requirements of tlie 

Corninission’s previous orders concerning LG&E’s environmental surcharge. The 

calculations were made in accordance with the Commission-approved monthly forms 

and filed with the Coniinissioii ten days before the new monthly charge was billed by 

tlie Company. 

What costs were included in the calculation of the environmental surcharge 

factors for the billing periods under review? 

The capital and operating costs included in the calculation of the environmental 

surcharge factors for the billing periods under review were tlie costs incurred each 

month by L,G&E from March 201 I tlvough February 2012, as detailed in the 

attaclment in response to Question No. 2 of the Coininission Staffs Request for 

Information, incorporating all required revisions. 

The monthly enviroiiinerital surcharge factors applied during the billing 

periods under review were calculated consistent with the Commission’s Orders in 
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LG&E’s previous applications to assess or anieiid its environmental surcharge 

mechaiiism and plan, as well as Orders issued in previous review cases. The inoiithly 

eiivirormerital surcharge reports filed with the Commission during this tiine reflect 

tlie various changes to tlie repoi.ting forins ordered by tlie Commission froin time to 

time. 

Has the Commission recently approved changes to LG&E’s ECR Compliance 

Plan? 

Yes. In Case No. 201 1-00162, tlie Coinmission approved LG&E’s 201 1 ECR 

Compliance Plan that included two iiew projects aiid associated operation and 

iiiaintenaiice costs, aiid approved recovery of operation and inaiiiteiiance costs 

associated with sorbent injection approved with the 2006 Plan for Mill Creek TJiiits 3 

and 4 and Triinble County Unit 1 as part of the 201 1 Plan. Pursuant to the 

Commission’s December 15, 201 1 Order approving the Settleinerit Agreement in 

Case No. 201 1-001 62, LG&E began iiicluding the approved projects in the monthly 

filiiig for the December 201 1 expense month that was billed in February 2012 with 

separate authorized rates of return for the “re-201 1 aiid 20 1 I ECR Plans. In addition, 

the Cominission approved the use of net (non-ftiel) revenues to calculate tlie 

jurisdictional revenue requirement for iion-residential customers defined as Group 2 

in the ECR tariff. The use of net revenues for Group 2 customers was implemented 

in Case No. 201 1-00232 as discussed below. 

Has the Commission recently approved changes to the environmental surcharge 

mechanism and the monthly ES Forms? 

3 



1 A. 

2 

3 

4 

5 

6 

7 

8 Q* 

9 

i o  A. 

1 1  

12 

13 

14 

15 Q. 

16 

17 A. 

18 

19 

20 

21 

22 

23 

Yes. In Case No. 2011-00232, L,G&E’s most recent ECR two-year review, the 

Coinmission iinplernented the use of net revenues to calculate the jurisdictional 

revenue requirement for non-residential customers defined as Group 2 in the ECR 

Tariff in conjunction with the ECR Roll-in, and revisions to the monthly reporting 

forins to reflect the iinpleineiitatiori of Group 1 and Group 2 billing factors. Pursuant 

to the Commission’s January 31, 2012 Order in that case, the changes were 

implemented with the January 20 12 expense month that was billed in March 20 12. 

Are there any changes or adjustments in Rate Base from the originally filed 

expense months? 

No. During the periods under review, there were no changes to Rate Rase from the 

originally filed billing periods as suinrnarized in LG&E’s response to the 

Commission Staffs Request for Information, Question No. 1, In addition, there were 

no changes identified as a result of preparing responses to the requests for 

information in this review. 

Are there any changes necessary to the jurisdictional revenue requirement 

(Urn))? 

Yes. Adjustments to E(m) are necessary for compliance with the Commission’s 

Order in Case No. 2000-00386, to reflect the actual changes in the overall rate of 

return on capitalization that is used in the determination of the return on 

environiriental rate base. For the six-month billing period ending October 31, 201 1 

and the billing months of November 201 1 through January 2012, the weighted 

average cost of capital was based on the balances as of October 3 1,201 1 and January 

3 1, 20 12, respectively. Pursuant to the terms of the Settlement Agreement approving 
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tlie 201 1 ECR Plan, LG&E calculated tlie short- and long-term debt rate using 

average daily balances and daily interest rates in the calculation of the overall rate of 

return true-up adjustment for the February 20 12 through April 20 I2 billing months. 

The details of and support for this calculation are shown in LG&E’s response to 

Question No. I of the Commission Staffs Request for Information. 

Are there corrections to information provided in the monthly filings during the 

billing periods under review? 

Yes. LG&E inadvertently transposed Kentucky Retail DSM and Eiiviroilrnental 

Surcharge Revenues reported on ES Form 3.10 for the November 201 1 expense 

month. The impact of the error is the understatement of the Jurisdictional Allocation 

Ratio and the Average Monthly Jurisdictional Revenue for the 12-Months Ending 

with the Current Expense Month of November 2011 that resulted in the 

understatement of the Net Jurisdictional E(m) by $1,865. Revised ES Forms 1. IO, 

3.00, and 3.10 are attached to this testimony as Appendix R. The revised 

Jurisdictional Allocation Ratio was used in LG&E’s response to Question Nos. 1 and 

2 of tlie Commission Staffs Request for Information. 

As a result of the operation of the environmental surcharge during the billing 

periods under review, is an adjustment to the revenue requirement necessary? 

Yes. LG&E experienced a cuinulative over-recovery of $506,722 for the billing 

periods ending October 31, 201 1 and April 30, 2012. L,G&E’s response to Question 

No. 2 of the Cornrnission Staffs Request for Information shows the calculation of the 

cumulative over-recovery. An adjustment to the revenue requirement is necessary to 
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reconcile the collection of past surcharge revenues with actual costs for the billing 

periods under review. 

Has LG&E identified the causes of the net over-recovery during the billing 

periods under review? 

Yes, LG&E has identified the components that male up the net over-recovery during 

the billing periods under review. The components are (1) changes in overall rate of 

return as previously discussed, and (2) the use of 12 month average revenues to 

determine the billing factor. The details and support of the compoiients that make up 

the net over-recovery during the billing periods under review are shown in LG&E's 

response to Question No. 2 of the Commission StafT's Request for Information. 

Please expIain how the function of the ECR mechanism contributes to the net 

over-recovery in the billing periods under review? 

The use of 12-montli average revenues to calculate the monthly billing factors and 

then applying those same billing factors to the actual monthly revenues will result in 

an over- or under-collection of ECR revenues. The table below shows a comparison 

of the 12-month average revenues used in the monthly filings to determine the ECR 

billing factors and tlie actual revenues to which tlie ECR billing factors were applied 

in the billing month. 

19 
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12-Month Average 
Expense Month Revenues 

March 201 1 $ 73,335,896 
April 201 1 73,839,618 
May 201 1 74,567,904 
June 201 1 75,008,056 
July 201 1 74,979,6 13 

August 20 1 1 76,198,522 
September 20 1 1 76,075,877 

October 201 1 75,853,157 
November 20 1 1 75,789,762 
December 20 1 1 75,619,349 

January 20 1 2* 60,366,919 
February 20 12" 60,254,038 

Actual Revenues 
Subject to ECR 

Billing Month Billing Factors 
May 201 1 $ 65,590,042 
June 201 1 85,552,33 1 
July 20 1 1 92,680,126 

August 20 1 1 105,502,255 
September 201 1 87,284,465 

October 20 1 1 67,100,4 1 8 
November 20 1 1 60,554,239 
December 201 1 65,648,206 

January 20 12 74,605,985 
February 20 12 66,49 1,403 

March 2012 52,984,989 
April 2012 5 1,812,128 

Generally, ai1 under-recovery will occur wlien actual revenues for the billing month 

are less than the 12-month average revenues used for tlie expense month. Likewise, 

an over-recovery will occur when actual revenues for the billing month are greater 

than the 12-month average revenues used for the expense montli. 

What kind of adjustment is LG&E proposing in this case as a result of the 

operation of the environmental surcharge during the billing periods? 

LG&E is proposing that the net over-recovery be distributed in one month following 

the Commission's Order in this proceeding. Specifically, LG&E recommends that 

the Commission approve a decrease to the Eriviroimerital Surcliarge Revenue 

Requirement of $506,722 for one month, in the second full billing month following 

the Commission's Order in this proceeding. This method is consistent with tlie 
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method of iinplernenting previous over- or under-recovery positions in prior ECR 

review cases. 

What is the bill impact on a residential customer for the proposed distribution of 

the over-recovery? 

The inclusioii of the distribution reflecting the over-recovery position in the 

determination of the ECR billing factor will decrease the billing factor by 

approximately 1.25%. For a residential customer using 1,000 kWh the impact of the 

adjusted ECR billing factor would be a decrease of approximately $0.90 for one 

month (using rates and adjustment clause factors in effect for the April 2012 billing 

month). 

What rate of return is LG&E proposing to use for all ECR Plans upon the 

Commission’s Order in this proceeding? 

LG&E is recoiniiiending an overall rate of return 011 capital of 10.85%, including the 

currently approved 10.63% return on equity and adjusted capitalization for the 2005, 

2006, arid 2009 Plans, and an overall rate of return on capital of 10.40%, including 

the currently approved 10.10% return on equity and adjusted capitalization for the 

201 1 Plan, to be used to calculate the environmental surcharge. This is based on 

capitalization as of February 29, 2012 and the Commission’s Order of December 15, 

201 1 in Case No. 2011-00162. Please see tlie response and attachment to 

Cominission Staffs Request for Information Question No. 5 following this testimony. 

What is your recommendation to the Commission in this case? 

LG&E nialtes the following recornineiidatioris to the Cominissioii in this case: 
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The Cornmission should approve the proposed decrease to the Eriviromiental 

Surcharge Revenue Requirement of $506,722 for one month in the second full 

billing inonth following the Commission’s Order iii this proceeding; 

The Commission should determine tlie environmental surcharge amounts for 

the six-iiiontli billing periods eliding October 3 1, 201 1 and April 30, 2012 to 

be just arid reasonable; 

The Commission should approve tlie use of an overall rate of return on capital 

of 10.85%, wing a return on equity of 10.63% for the 2005, 2006 and 2009 

Plans, and an overall rate of return on capital of 10.40% using a return on 

equity of 10.10% for the 201 1 Plan, beginning in tlie second full billing moiith 

following the Cominission’s Order in this proceeding. 

Does this conclude your testimony? 

Yes. 
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VERIFICATION 

COMMONWEALT OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Robert M. Conroy, being duly sworn, deposes and says lie is the 

Director - Rates for LG&E and ICTJ Services Company, aiid that he has personal 

luiowledge of the matters set forth iii the foregoing testimony, aiid the answers contained 

therein are true and correct to tlie best of his information, knowledge and belief. 

Subscribed a id  sworn to before ine, a Notary Public in and before said County and State, 

thi&.,Y&day of Julie 2012. 

Notary Public 

My $kjrnrnission Expires: 
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APPENDIX A 

Robert M. Conroy 

Director - Rates 
LG&E and LG&E Services Company 
220 West Main Street 
Louisville, Kentucky 40202 
(502) 627-3324 

Education 
Masters of Business Administration 

Bachelor of Scieiice in Electrical Engineering; 

Essentials of Leadership, London Business Scliool, 2004. 

Center for Creative Leadership, Fouiidatioiis in Leadership program, 1998. 

Registered Professional Engineer in I<entucky, 1 995. 

Iiidiaiia University (Southeast campus), Deceinber 1998. GPA: 3.9. 

Rose Hulmaii Institute of Teclmology, May 1987. GPA: 3.3 

Previous Positions 

Manager, Rates 
Manager, Generation Systems Planning 
Group Leader, Generation Systems Planning 
Lead Planning Engineer 
Consulting System Planning Analyst 
System Plaiiniiig Analyst I11 & IV 
System Planning Analyst I1 
Electrical Engineer I1 
Electrical Engineer I 

April 2004 - Feb. 2008 
Feb. 2001 - April 2004 
Feb. 2000 - Feb. 2001 
Oct. 1999 - Feb. 2000 
April 1996 - Oct. 1999 
Oct. 1992 - April 1996 
Jan. 1991 - Oct. 1992 
Jun. 1990 - Jan. 1991 
Jun. 1987 - Juii. 1990 

ProfessionaVTrade Memberships 

Registered Professional Engineer in Kentucky, 1995. 
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ES FORM I 10 

LOUISVILLE GAS AND ELECTRIC COMPANY 
ENVIRONMENTAL SURCHARGE REPORT 

Ciilcsl;ilion of Tofail E(m) nnd 
.Jiirisdicfionnl Siirclinrgc Billing F;icfor 

For (Ire Expcsse Rloriih of Noveniher 201 1 i i s  Rccnlctilafetl in Cnsc No 2012-00208 ~ ECR 6-nionfh Review 

Calctilation oTTef;il E(is)  

E(m) = [(RB / 12) (RORI-(ROR -DR)(TW( I-TR)))] -i- OE . BAS -i- BR, where 
RB = Environmental Compliance Rnte Base 
ROR 
DR = Debt Rnte (both sliorl-term and long-ferin debt) 
TR = Composite Federal & SLitc lncoiiic Tax Rate 
OE = Pollution Confrol Operating Expenses 
BAS = 1-otal Proceeds from By-Product and Allowance Sales 
BR = Bcncficid Reuse Operating Expenses 

= Kale of Return on the Environnienml Conipliaiicc Rate Base 

AS FILED 

Environnienral 
Complionce Plans 

= s  72.120.796 
- 6,060,066 

1131% 
350.770 

- 

= s  1.036. I64 

REVISED 

EnvironnienLiI 
Compliance Plans 

s 77.720 796 
6,060,066 

I /  :l‘!:> 
3 50.710 

s 1,036.164 

Cnlciiliition of Jut isdicfios;il Etivirottmesliil Sirtchsrge Billiitg Fiicfoi 

AS FILED REVISED CHANCE 
(8) Jurisdictional t\llocation Ratio for Expense lvlontlt -- ES Porn? 3 00 81 95% 82 13% -0 189 

(9) Jurisdictional E(m) = E(m) x Jurisdictional Allocation Ratio [ ( l )  x (a)] = s  849.136 $ 851.001 S 1.865 

(I 0) 
( I  I )  
(I?) Adjusted Jurisdictional E(m) [(9) + ( I O )  +(I I)] 

Adjustment for (0ver)iUndcr-collcctioi~ pursuant to 
Prior Period Adjustment (if necessary) 

= 

849.136 851.001 $ 1.865 

(13) Revenue Collected tlirougli Base Rates = s  562.500 $ 562.500 

(14) Net Jurisdictional E(iii) =Jurisdictional E(m) less Expeiise lvlonlli Revenue 
Collected Through Base Rates [(12) - (I 3)]  = s  286.636 6 288.501 s 1.865 

( I  5 )  Jurisdictional R(ni) = Average Monthly Jurisdictional Revenue for t l i ~  I2 
lvloiitiis Ending with fbc Cnrrent EX~CRSC Month .- ES Form 3 00 = s  75,789,162 6 75.851.560 5 61.798 

(16) Jurisdictional Environmental Surcharge Billing Factor [(14) - ( I  5 ) ]  0.38’K 0.38% 
”- 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

AN EXAMINATION BY THE PUBLIC SERVICE ) 
COMMISSION OF THE ENVIRONMENTAL 1 
SURCHARGE MECHANISM OF LOUISVILLE GAS ) CASENO. 
AND ELECTRIC COMPANY FOR THE SIX-MONTH ) 2012-00208 
BILLING PERIOD ENDING OCTOBER 31,2011 1 
AND APRIL 30,2012 1 

RESPONSE OF 
LOUISVILLE GAS AND ELECTRIC COMPANY 

TO 
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION IN 

APPENDIX B OF COMMISSION’S ORDER 
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VERIFICATION 

COMMONWEALT OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Robert M. Conroy, being duly sworn, deposes and says that he 

is Director - Rates for LG&E and I W  Services Company, and that he has personal 

knowledge of the matters set forth in the responses for which he is identified as the 

witness, and the answers contained therein are true and correct to the best of his 

information, knowledge and belief. 

Subscribed arid sworn to be r me, a Notary Public in and before said County 

20 12. 
,’ 

and State, this y? yd day of J& J, 

My Coinmission Expires: 

$qld(  do/s 





Response to Question No. 1 
Page 1 of 2 

Conroy 

LOUISVILLX GAS AN ELECTRIC COMPANY 

Response to Commission Stafrs First Request for Information 
in Appendix B of Commission’s Order Dated June 13,2012 

Case No. 2012-00208 

Question No. 1 

Witness: Robert M. Conroy 

Q- 1. Coiicerniiig the rate of return on the four aineridments to the environmental conipliance 
plan, for the period under review, calculate any true-up adjustment needed to recognize 
changes in LG&E’s cost of debt, preferred stock, accounts receivable financing (if 
applicable), or changes in LG&E’s jurisdictional capital structure. Include all 
assumptions and other supporting documentation used to make this calculation. Any 
true-up adjustment is to be included in the determination of the over- or under-recovery 
of tlie surcharge for the correspondiiig billing period under review. 

A-1 . Please see the attachment. 

L,G&E calculated the true-up adjustment to recognize changes in tlie cost of debt and 
capital structure in two steps, shown on Pages 1 and 2 of tlie attachment to this response. 
Page 1 reflects the true-up required due to the changes between the Rate Base as filed and 
the Rate Rase as Revised through the Monthly Filings. However, during the period under 
review there were no revisions to reflect. Page 2 represents the true-up in tlie Rate of 
Return as filed compared to the actual Rate of Return calculations. As discussed in 
testimony, tlie November 20 1 1 expense month included an inadvertent error that 
impacted the Jurisdictional Allocation reported on ES Form 1.10. The corrected 
Jurisdictional Allocation was reported on Page 1 of tlie attaclment to this response and 
used for the calculatioiis on Page 2 of the attaclment to this response. No further 
revisions to Rate Base were identified in preparation of this response. 

Page 3 provides the adjusted weighted average cost of capital for the period under review 
ending October 3 1 , 20 1 1. Page 4 provides the adjusted weighted average cost of capital 
for the period ending January 3 1, 20 12 to true-up the months in the review period ending 
April 30, 20 12 that were not calculated using the daily average balances and daily interest 
rates for shoi-t- and long-term debt. 

Pages 5 and 6 provide the weighted average cost of capital for tlie Pre-2011 and 201 1 
Plans for the period ending April 30, 2012. LG&E calculated the short- and long-term 
debt rates using average daily balances and daily interest rates pursuant to the 
Commission’s Order in Case No. 201 1-00162. The Pre-2011 and 201 1 Plans are also 



Response to Question No. 1 
Page 2 of 2 

Conroy 

shown separately to reflect the different rates of returns approved by the Commission in 
Case No. 20 1 1 -00 162. 

LG&E did not engage in accounts receivable financing or have any preferred stock 
during the period under review. 



Louisville Gas IFY Electric Company 
Overall Rote of Return True-iqi Adjustment - Revised Rate Rase 
Impact on Cnlciil:~tetl E(m) 

Attncliment to Response to Question No. 1 
Page 1 of 6 

Coiiroy 

(1) (2) (3) (4) ( 5 )  (6) (7) (8) (9) 

Jurisdictioiial 
Billing Expense Rate of Retwn Change i n  Rate Allocation, ES Jurisdictional True up 

Montli Montli as Filed Rate Base as Filed Rate Base As Revised Base T n w u p  Adjustment Fomi 1 10 Adjustment 

( 5 )  - (4) ( 3 )  * (6) / 12 (7) * (8) 
May-11 Mar-11 1 1  31% $ 12,746,119 $12,746,119 $ - $  8 3 3 5 %  $ 
Jim-1 1 Aor-l I I 1  3l"h 72,896,086 72,896,086 86 50% 

Jul-l 1 May-1 I I I 31% 74,234,883 74,234,883 86 82% 

Sep-l I J d - I  I I 1  31% 72,032,384 12,032,384 91 80% 
Aug-1 1 Jun-1 1 I I  31Y" 7 I ,757,l 24 71,151,124 92 27% 

Oct-11 Aug-11 I 1  3 1 %  12,163,12 I 72,163,121 9 3 5 9 %  __ 
$ $ 

1 - Pre-201 1 Plaiis I- Nov-ll  Seo-ll 1131% f 72,226,494 $72,226,494 $ - $  8 7 5 5 %  $ 

Dec-1 I Oct-1 1 I 1  31% 72,290,860 72,290,860 82 68% 
Ian-I2 Nov-I I 1 I 31% 12,720,796 72,720,796 82 13% 

Feb-12 Dec-11 I 1  31% 74,552,944 74,552,944 81 15% 
Mar-] 2 Jan-I2 10 82% 14,898,464 74,898,464 85 04% 
Apr-I2 Feb-I?. 10 82% 76,154,412 76,154,412 90 50% - 

$ 

Jail-12 NOV-1 I 
Feb-12 Dec-1 1 
Mar- I2  Jan-I2 10 37% 
Apr-12 Fcb-12 1 0 3 7 %  90  50% 

Cumulative Impact o l  Cliangcs i n  Rate Base $ $ I 
Notes: Pursuant to the Commission's Ordei dated December 15, 201 I approving the Settlement Agi-eement io Case No  201 1-00162, L.G&E calculated the 

short- aod long-teiin debt iisiiig average daily balances and daily interest rates iii conneclion with the ECR true-up calcolatioii sliotvn above and 
used a sepaiate late of return for the Pre-2011 and 201 I ECR Plans beginning with tlie December 201 1 expense moiitli 

The November 201 1 expeosc inoiitli iiicluded an inadvertelit eiior tliat impacted the .lulisdictional Allocation on ES Fonn 1 10 The corrected 
Jurisdictional Allocation is included in lhe calct~lation of the Jurisdictional True-up Adjustment on Page 2 oftliis scliedule 



Louisville Gas Sr Electric Comlxiny 
Overall Rate of Return True-up Adjustment - Revised Rate of Return 
1mp:tct on Calculated E(m) 

Attnchment to Response to Question No. 1 
Page 2 of 6 

Conroy 

Jurisdictional 
Billing Expense Rate of Return Rate of Return as Change in Rate of Allocation, ES Jurisdictional True 
Month Month as Filed Revised Return Rate Base as Revised True-up Adjustiiient Form 1 I O  up Adjustment 

(4) - (3) (5) * (6)/  12 (7) (8) 
May-1 1 Mar-I I 1 1  31% 10 89% -042% X 72,746.1 I9 (25,461) 83 35% (2 1,222 
Jun-11  Apr-11 I 1  31% 10 89% -0 42% 72,896,086 (25,514) 86 50% (22,069 
Jul-11 May-I1 1 I 31% 10 89% -0 42% 74,234,883 (25,982) 86 82% (22,558 

Aug-1 I lun-1 1 I 1  31% 10 89% -0 42% 71,757,124 (25, I 15) 92 27% (23,l 74 

Oct-ll Aug-1 1 1 1  31% 10 89% 
Sep-l I Jul-1 I I I 31% IO 89Yo -0 42% 72,032,384 (25,21 I )  91 80% (23,144 

-0 42% 72,163.1 2 I (25,257) 93 59% (23,638 
( 1  52,540) (135,805 

(24.240 
Pre-201 I Plans 

Nov-1 1 Sep-11 1 1  31% I O  85% -046% $ 72,226,494 (27,687) 87 55% 
Dec-I I Oct-l 1 1 1  31% I O  85% -0 46% 72,290,860 (27,711) 82 68% (22,912 
Jan-12 Nov-11 1131% 10 85% -0 46% 72,720,796 (27,876) 82 13% (22,895 
Feb-12 Dec-1 1 I 1  31% 10 87% -0 44% 74,552,944 (27,336) 81 15% (22.1 83 
Mar-12 Jaw12 10 82% 10 87% 0 05% 74,898,464 3,121 85 04% 2,654 
Apr- 12 1%- I 2 I 0 82'%1 10 87% 0 05% 76,154,412 3,173 90 50% _I 2,872 

(1 04,3 17) (86,704 
I 

201 I Plan 1 
Nov-1 1 Sep-1 1 
Dec-l 1 Oct-1 1 
Ian-12 Nov-11 
Feb-I 2 Dec-1 I IO 84% 10 40% -0 44% 1,090,5 17 (400) 81 15% (324 
Mar-I 2 Jan-12 10 37% I O  40% 0 03% 
Apr-12 Feb-12 10 37% 10 40% 0 03% 

1,282,783 32 8504% 27 
37 9050% -- 33 1,467,219 ~ 

(331) (264' 

Cuinulative Impact of Changes in Rate of Return X (257,188) X (222,773' 

otes: Pursuant to tlie Commission's Order dated December 15, 201 1 approving the Settlement Agreement in Case No 201 1-00162, L.G&E calculated tlie 
short- and long-term debt using average daily balances and daily interest rates in connection with tlie ECR true-up calculation sliown above and 
used a separate rate of return for the Pre-201 I and 201 I ECR Plans beginning with tlie December 201 1 expense month 
The November 201 I expense month included an inadvertent error that impacted the .Jurisdictional Allocation on ES Form I 10 The corrected 
Jurisdictional Allocation is included in tile calculation of tile Jurisdictional True-up Adjustment on Page 2 of this schedule 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Commission Staff‘s First Request for Information 
in Appendix B of Commission’s Order Dated June 13,2012 

Case No. 2012-00208 

Question No. 2 

Witness: Robert M. Conroy 

4-2. Prepare a summary schedule showing tlie calculation of Total E(m), Net Retail E(m), and 
the surcharge factor for tlie expense months covered by the applicable billing period. 
Include the expense months for the two expense months subsequent to the billing period 
in order to show the over- and under-recovery adjustrnerits for the montlis included for 
the billing period under review. The summary schedule is to incorporate all corrections 
and revisions to the monthly surcharge filings LG&E has submitted during the billing 
period tinder review. Iiiclude a calculation of any additional over- or under-recovery 
amount LG&E believes iieeds to be recognized for the six-inonth review or the two-year 
review. Include all supporting calculations arid documentation for any such additional 
over- or under-recovery. 

A-2. Please see the attachment to this response for the summary schedule and cumulative 
cornpoileiits which make up the net over-recovery. 

For tlie period under review, LG&E experienced a net over-recovery of $506,722. 

As discussed in testimony, LG&E inadvertently transposed the Kentucky Retail DSM 
and Environmental Surcharge Revenues reported on ES Form 3.10 for the November 
201 1 expense month that impacted the Total E(m), Jurisdictional Allocation Ratio, and 
Jurisdictional E(rn) on ES Form 1.10. The calculatioris on the attacluneiit to this response 
reflect the corrected Total E(in), Jurisdictional Allocation Ratio, and Jurisdictional E(m) 
in tlie calculation of the total overhnder calculation for the periods under review. 
Revised ES F o r m  1. 10, 3.00, and 3.10 are attached to testimony as Appendix R. 
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Attacliment to Response to Question No. 2 
Page 3 of 3 

Conroy 
Louisville Gas & Electric Company 
Reconciliation of Combined Over/(Under) Recovery 
Summary Scliedrtle for Expense Months March 201 1 through February 2012 

( 1 )  (2) (3) (4) ( 5 )  (6) (7) (8) (9) 
Jurisdictional 

Rate of Retuiii as Rate of Retuni as Change in Rate of Impact of change Allocation, Jursidictionnl 
Billing i\40ntli Expense Moiitli Filed Revised Return Rate Base as Revised in Rate of Retuni ES Fonn I 10 IIIl[JllCt 

(4) - (3) (7) * (8) ( 5 )  * (6) / 12 

May- I 1 M;Ir- I 1 I I  31% I O  89% -0 42% 5 72,746.1 19 (25,461) 83 35% (21.222) 

Jul-I  I klay- 1 I I 1  31% IO 89% -0 42% 74,234,883 (25.982) 86 82% (22,558) 
Jun-  I I Apr- I I II 3 1 %  I O  89% -0 42% 72,896,086 (25.5 14) 86 50% (22.069) 

Aug- 1 I Jun-l  I 1 1  31% IO 89% -0 42% 7 1,757,124 (15, I 15) 92 27% (23.174) 
Sep-l I J u l - I  I I I 3 I %  I O  89% -0 42% 72,032,384 (25.21 I )  91 80% (21,144) 
Oct- I I Aug- I I I I  319: I O  89% -0 42% 72,163,121 (25.257) 93 59% (23,638) 

(152,540) (135,805) 
Prc-2011 Plans (Note 1) 

NOV- I I sep-l I I 1  31% I O  85% -046% S; 72.276.494 (27,687) 87 55% (24,240) 
Dec- I I Oct- I I I 1  3l%, I O  85% -0 46% 72,290,860 (27,71 I )  82 68% (22.912) 
Jan- I2 Nov- I I I 1  31% 10 85% -0 46% 72,720,796 (27,876) 82 13% (22.895) 
Feb- I2 Dec-1 I ! I  3 1 %  I O  87% -0 44% 74,552,944 (27.336) 81 15% (22,183) 

Apr- 1 2 Fcb-I2 I O  82% I O  87% 0 05% 76,154,4 I2 3,173 9050% 2,872 
Mar-I2 Jan-I2 I O  82% 10 87% 0 05% 75,898,464 3,121 8504% 2,654 

(104.3 17) (86,704) 

Dec- I 1 Oct-1 I 
Jan- 12 Nov- I I 
Feb-12 Dec- I I IO 84% I O  'lo'% -0 44% I.090.5 I7 (400) 81 15% 
Msr I2 Jm-I2 IO 37% I O  JOY0 0 03% 1,282,783 32 8504% 

(324) 
27 

Alii- I2 Feb- I2 I O  17% I O  40% 0 03% 1 ,467,2 I9 37 9050% 33 
(33 1) (264) 

Cutnolative Iitipact of Clianges in Rate of Retom $ (257,188L 5 (222,773) 

Billing E,xpense 
ivlontll MOIl t l l  

M(iy-1 I Mar-l I 

JUI-I I blny- I I 
Aug- I 1 

Jun-1 I Apr- I I 

Jun- I I 
scp-l I Jul- l  I 
Oct-I I Aug- I I 
Nov- I I Sep-l  I 
Dec- 1 I Oct-I I 
Jail-12 Nov-l I 
Feb- I2  Dec-I I 
Mar- I2  Jan-I2 
Apr- I2 Feb-12 

Totsl Over-Recovery for 
6-1nond1 billing period 

(3) (4) (5) (6) 
Recovew Position Explanation - Over/(Under) 

Coinbined Total 
Overi(U1ider) ROR rnieup (Pre- ROR Tnteup Use of I2 Month 

Recoveiy 201 1 Plnns) (201 I Plait) Average Reveiiiies 
(Q2, pg 2, Col I I )  

5 (4 I ,  198) 21.222 $ (62.419) 
I74,74 I 22,069 152.672 
289,277 22.558 266,719 
164,499 23.174 141,325 
42.893 23.144 19.749 

6.429 23,638 (17,209) 

(7.426) 22,912 (30.3 38) 
(5,754) 24,240 (29,994) 

I 4 . I I 3  22,895 (8,782) 
( I  8,683) 22, I83 324 (41,131) 

(48,463) (2.872) (33) (45.559) 
(63,705) (2,654) (27) (6 1,024) 

506,722 222,509 264 283,949 

OVER/(UNDER) RECONCILIATION 

Coinbined Over/(Under) Recoveiy 506,722 

Due to Change in ROR (I're-201 I Plans) 
Due lo  Cliaiige in ROR (201 I Plan) 

Use of 12 Month Average Rcvenues 

222,509 
264 

283,949 

Subtotal 506,722 

Unreconciled Difference 

NOTE I :  Pursuant to tlic KPSC's Order dated Deceniber 15. 201 1 approving tlie Settlcinent Agreeinelit in Crtse No 201 1-00161, the 201 I ECR Plan, L.G&E 
calculated the sliort- and long-tenn debt rates using average daily balances and daily interest rates i n  con~iection with the ECR true-up calculation show~i above 
and used n separate rate of retiini for the Pre-201 I and 201 I Plans beginniiig with the December 201 I expense nionth 

NOTE 2: The November 201 I cxpense nionth included an inadvertent error tliat inipacted the Jurisdictional Allocation Rntio on ES Forin I IO Tlic corrected 
Jurisdictional Allocation Ratio is used in tlie calciilatioii of the JuI.istliction;il irllc-up Adjustinent shown on th is schedule Revised ES Fonns I I O .  3 00. and 3 I O  
are provided as Appendix B to Mr Conroy's testimony 





SVILLE GAS AND ELECT C COMPANY 

Response to Commission Staff‘s First Request for Information 
in Appendix B of Commission’s Order Dated June 13,2012 

Case No. 2012-00208 

Question No. 3 

Witness: Robert M. Conroy 

Q-3 Provide the calculations, assumptions, workpapers, and other supporting documents used 
to determine the ainouiits LG&E has reported during each billing period under review for 
Pollution Control Deferred Income Taxes. 

A-3. LG&E calculates Deferred Income Taxes as the taxable portion of the difference between 
book depreciation, using straight line depreciation, and tax depreciation, generally using 
20 year MACRS accelerated depreciation or 5 or 7 year rapid amortization. Accelerated 
depreciation results in a temporary tax savings to the Company and tlie Accumulated 
Deferred Tax balance reflects tlie value of those temporary savings as a reduction to 
enviroivneiital rate base. 

See the attachment for the calculation of Deferred Income Taxes and tlie balance of 
Accumulated Deferred Income Taxes reported each month of the period under review. 



Attachment to Response to Question No. 3 
Page 1 of 1 1  

Conroy 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 11  -- Special Waste Landfill Expansion - MC 

Book Tax Temporary 
Month Plant Balance Depreciation Depreciation Difference 

Beg Balance 
Mar-I 1 4,607,107 9,741 22,231 12,490 
Apr-I 1 4,607,107 9,741 22,231 12,490 
May-I 1 7,142,556 11,695 169,217 157,522 
Jun-I 1 4,818,430 (50,844) (161,558) (110,714) 
JuI-I 1 4,818,430 8,275 165,596 157,321 
Aug-I 1 4,818,430 10,067 153,748 143,681 
Sep-I 1 4,818,430 10,067 158,411 148,344 
Oct-I 1 4,818,430 10,067 158,411 148,344 
NQV-I 1 4,818,430 10,067 158,411 148,344 
Dec-I 1 4,818,430 10,067 158,023 147,956 
Jan-I 2 4,818,430 10,067 17,396 7,329 
Feb-12 4,818,430 10,067 16,995 6,928 

Accumulated Deferred 
Income Tax Deferred Taxes on 

Rate Deferred Tax Taxes Retirements 

38 9000% 4,859 262,135 22,369 
38 9000% 4,859 266,994 22,369 
38 9000% 61,276 328,270 22,369 
38 9000% (43,068) 285,202 275,368 
38 9000% 61,198 346,400 275,368 

275,368 38 9000% 55,892 
38 9000% 57,706 459,998 275,368 
38 9000% 57,706 5 17,704 275,368 
38 9000% 57,706 575,410 275,368 
38 9000% 57,555 632,965 275,368 
38 9000% 2,851 635,816 275,368 
38 9000% 2,695 638,511 275,368 

- 
257,276 

402,292 

Due to Bonus Depreciation for tax purposes, taken on certain components of Project 11,  the deferred tax calculation for this project is 
computed separately for Federal and State purposes Specifically, for Federal taxes, certain assets placed in service in 201 1 received 50% 
bonus depreciation, which reduces the Federal tax basis to 50% of the plant balance. A sample calculation of deferred taxes for Sept 201 1 
is shown below. 

Federal Basis Book Depr Federal Tax DI Fed Differenci Fed Tax Rate 
2,285,981 6,158 9,299 3,141 35 0000% 
1,267,725 3,909 5,943 2,034 35.0000% 
1,267,725 158,466 158,466 35 0000% 

State Basis Book Depr State Tax Dep St Difference State Tax Rate 
2,282,981 6,158 9,299 3,141 6 0000% 
2,535,449 3,909 11,885 7,976 6 0000% 

Fed Def Tax 
1,099 

712 
55,463 

188 
479 

(233) 

St Def Tax 

St. Offset for Fed Taxes not Owed 

Total Deferred Tax 
57,708 



Attachment to Response to Question No. 3 
Page 2 of 1 1  

Conroy 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 12 -- Special Waste Landfill Expansion - CR 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 
Beg Balance 290,034 
Mar-I 1 4,730,568 8,397 23,096 14,699 38 9000% 5,718 295,751 536 
Apr-11 4,730,568 8,397 23,096 14,699 38 9000% 5,718 301,469 536 
May-I 1 4,730,568 8,397 23,096 14,699 38 9000% 5,718 307,186 536 
Jun-11 4,730,568 8,397 23,096 14,699 38 9000% 5,718 31 2,903 536 
Jul-I 1 4,730,568 8,397 23,096 14,699 38 9000% 5,718 31 8,620 536 
Aug-I 1 4,730,568 8,397 23,096 14,699 38 9000% 5,718 324,338 536 
Sep-I 1 4,730,568 8,397 23,096 14,699 38 9000% 5,718 330,055 536 
Oct-11 4,730,568 8,397 23,096 14,699 38 9000% 5,718 335,772 536 
NOV-I 1 4,730,568 8,397 23,096 14,699 38 9000% 5,718 341,489 536 
Dec-I 1 4,730,568 8,397 23,096 14,699 38 9000% 5,718 347,206 536 
Jan-I 2 4,730,568 8,397 21,360 12,963 38 9000% 5,043 352,249 536 
Feb-12 4,730,568 8,397 21,360 12,963 38 9000% 5,043 357,292 536 



Attachment to Response to Question No. 3 
Page 3 of 11  

ConI.oy 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 13 -- Scrubber Refurbishment - TCI 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 
Beg Balance 87,635 
Mar-I 1 850,100 2,564 7,718 5,154 38 9000% 2,005 89,637 73,550 
Apr-I 1 850,100 2,564 7,718 5,154 38 9000% 2,005 91,639 73,550 
May-I 1 850,100 2,564 7,718 5,154 38 9000% 2,005 93,642 73,550 
Jun-I 1 850, I 00 2,564 7,718 5,154 38 9000% 2,005 95,644 73,550 
JuI-I 1 850, I 00 2,564 7,718 5,154 38 9000% 2,005 97,646 73,550 
Aug-I 1 850,i aa 2,564 7,718 5,154 38 9000% 2,005 99,648 73,550 
Sep-I 1 850,100 2,564 7,718 5,154 38 9000% 2,005 101,650 73,550 
Oct-I 1 850,100 2,564 7,718 5,154 38 9000% 2,005 103,653 73,550 
NOV-I 1 850,100 2,564 7,718 5,154 38 9000% 2,005 105,655 73,550 
Dec-I 1 850,100 2,564 7,718 5,154 38 9000% 2,005 107,657 73,550 
Jan-I 2 850,100 2,564 7,591 5,027 38 9000% 1,956 109,613 73,550 
Feb-12 850,100 2,564 7,591 5,027 38 9000% 1,956 11 1,568 73,550 



Attachment to Response to Question No. 3 
Page 4 of 11  

Conroy 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 14 -- Scrubber Refurbishment - CR6 

Book Tax Temporary Income Tax 
Accumulated Deferred 

Deferred Taxes on 
Month Plant Balance Depreciation Depreciation Difference Rate __ Deferred Tax Taxes Retirements 

Beg Balance 18,975 
Mar-I 1 308,507 1,147 1,481 334 389000% 130 19,105 9,075 
Apr-I 1 308,507 1,147 1,481 334 389000% 130 19,235 9,075 
May-I 1 308,507 1,147 1,481 334 389000% 130 19,365 9,075 
Jun-I 1 308,507 1,147 1,481 334 389000% 130 19,495 9,075 
Jul-I 1 308,507 1,147 1,481 334 389000% 130 19,626 9,075 
Aug-I 1 308,507 1,147 1,481 334 389000% 130 19,756 9,075 
Sep-I 1 308,507 1,147 1,481 334 389000% 130 19,886 9,075 
Oct-I 1 308,507 1,147 1,481 334 389000% 130 20,016 9,075 
NOV-I 1 308,507 1,147 1,481 334 389000% 130 20,146 9,075 
Dec-I 1 308,507 1,147 1,481 334 389000% 130 20,276 9,075 
Jan-I 2 308,507 1,147 1,386 239 389000% 93 20,369 9,075 
Feb-12 308,507 1,147 1,386 239 389000% 93 20,461 9,075 



Attachment to Response to Question No. 3 
Page 5 of 1 1  

Conroy 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 15 -- Scrubber Refurbishment - CR5 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 
Beg Balance 
Mar-I 1 - 389000% 

May-I 1 
Jun-I 1 - 389000% 

- 3 a 9 0 0 0 ~ ~  
Aug-I 1 - 3 a 9 0 0 0 ~ ~  
Sep-I 1 - 389000% 
Oct-11 - 389000% 
NOV-1 1 - 389000% 
Dec-I 1 - 389000% 
Jan-I 2 - 389000% 
Feb-12 - 389000% 

Apr-I 1 - 389000% 
- 389000% 

Jul-I 1 



Attachment to Response to Question No. 3 
Page 6 of 11 

Conroy 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 16 -- Scrubber improvements - TCI  

Book 
Month Plant Balance Depreciation- 

Beg Balance 
Mar-I 1 7,361,078 22,206 
Apr-I 1 7,361,078 22,206 
May-I 1 7,361,078 22,206 
Juri-I 1 7,361,078 22,206 
JuI-I 1 7,361,078 22,206 
Aug-I 1 7,361,078 22,206 
Sep-I 1 7,361,078 22,206 
Oct-I 1 7,361,078 22,206 
NOV-I 1 7,361,078 22,206 
Dec-I 1 7,361,078 22,206 
Jan-12 7,361,078 22,206 
Feb-12 7,361,078 22,206 

Accumulated Deferred 
Tax Temporary Income Tax Deferred Taxes on 

Depreciation Difference Rate Deferred Tax Taxes Retirements 
1.117.288 

64,980 
64,980 
64,980 
64,980 
64,980 
64,980 
64,980 
64,980 
64,980 
64,980 
64,051 
64,051 

42,774 
42,774 
42,774 
42,774 
42,774 
42,774 
42,774 
42,774 
42,'774 
42,774 
41,845 
41,845 

38.9000% 
38 9000% 
38 9000% 

38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 

38 9000% 

16,639 
16,639 
16,639 
16,639 
16,639 
16,639 
16,639 
16,639 
16,639 
16,639 
16,278 
16,278 

1 ,I 33,930 
1,150,569 
1,167,209 
1,183,848 
1,200,487 
1,217,127 
1,233,766 
1,250,405 
1,267,045 
1,283,684 
1,299,962 
1,316,239 

26,166 
26,166 
26,166 
26,166 
26,166 
26,166 
26,166 
26,166 
26,166 
26,166 
26,166 
26,166 



Attachment to Response to Question No. 3 
Page 7 of 1 1  

Conroy 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2006 - Plan 
Project 18 -- Trimble County 2 AQCS 

Book Tax Temporary Income Tax 
Accumulated Deferred 

Deferred Taxes on 
Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements- 

Beg Balance 108,057 
Mar-1 1 
Apr-I 1 
May-I 1 
Am-I 1 
JuI-I 1 
Aug-I 1 
Sep-I 1 
Oct-I 1 
NOV-I 1 
Dec-I 1 
Jan-I 2 
Feb-I 2 

42,999,801 
42,999,80 1 
42,999,801 
43,429,831 
43,429,831 
43,429,831 
43,429,831 
43,429,831 
43,429,831 
43,429,831 
43,429,831 
43,429,831 

150,853 
150,853 
150,853 
151,703 
152,553 
152,553 
152,553 
152,553 
152,553 
152,553 
152,553 
152,553 

386,385 
297,822 
297,822 
300,127 
300,127 
300,127 
300,127 
300,127 
300,127 
300,127 
340,460 
340,460 

235,532 
146,969 
146,969 
148,424 
147,574 
147,574 
147,574 
147,574 
147,574 
147,574 
187,907 
187,907 

38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 
38 9000% 

91,622 
57,171 
57,171 
57,737 
57,406 
57,406 
57,406 
57,406 
57,406 
57,406 
73,096 
73,096 

199,679 
256,850 
314,022 
371,759 
429,165 
486,571 
543,977 
601,383 
658,789 
716,195 
789,291 
862,387 
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Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2006 - Plan 
Project 19 - Sorbent Injection, Mill Creek & Trirnble 1 

Book Tax Temporary Income Tax 
Accumulated Deferred 

Deferred Taxes on 
Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Beg Balance 261,903 
Mar-I 1 3,440,076 9,777 31,71 0 21,933 38 9000% 8,532 270,435 
Apr-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 278,968 

287,501 May-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 
Jun-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 296,034 
Jul-11 3,440,076 9,777 31,710 21,933 38 9000% 8,532 304,566 
AUg-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 313,099 
Sep-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 321,632 
Oct-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 330,164 
NOV-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 338,697 
Dec-I 1 3,440,076 9,777 31,710 21,933 38 9000% 8,532 347,230 

Feb-I 2 3,440,076 9,777 31,175 21,398 38 9000% 8,324 363,878 
Jan-I 2 3,440,076 9,777 31,175 21,398 38 9000% 8,324 355,554 
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Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2006 - Plan 
Project 20 - Mercury Monitors, all plants 

Book Tax Temporary Income Tax 
Accumulated Deferred 

Deferred Taxes on 
Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements - 

Beg Balance 51,980 
Mar-I 1 
Apr-I 1 
May-I 1 
Jun-I 1 
Jul-I 1 
Aug-I 1 
Sep-I 1 
Oct-I 1 
NOV-I 1 
Dec-I 1 
Jan-I 2 
Feb-12 

2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 
2,050,346 

8,867 12,642 
8,867 12,642 
8,867 12,642 
8,867 12,642 
8,867 12,642 
8,867 12,642 
8,867 12,642 
8,867 12,642 
8,867 12,642 
8,867 12,363 
8,867 11,563 
8,867 11,563 

3,775 38.9000% 
3,775 38.9000% 
3,775 38 9000% 
3,775 38.9000% 
3,775 38 9000% 
3,775 38 9000% 
3,775 38 9000% 
3,775 38 9000% 
3,775 38 9000% 
3,496 38.9000% 
2,696 38.9000% 
2,696 38 9000% 

1,468 
1,468 
1,468 
1,468 
1,468 
1,468 
1,468 
1,468 
1,468 
1,360 
1,049 
1,049 

53,448 
54,915 
56,382 
57,850 
59,316 

62,250 
63,718 
65,185 
66,545 
67,594 
68,643 

60,783 
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Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2006 - Plan 
Project 21 -- Particulate Monitors, Mill Creek 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 
Beg Balance 75,466 
Mar-I 1 397,151 1,361 3,978 2,617 38 9000% 1,018 76,481 
Apr-I 1 397,151 1,361 2,373 1,012 38 9000% 394 76,875 
May-I 1 397,151 1,361 2,373 1,012 38 9000% 394 77,269 
Jun-I 1 397,151 1,361 2,373 1,012 38 9000% 394 77,663 
JuI-I 1 397,151 1,361 2,373 1,012 38 9000% 394 78,057 
AUg-I 1 397,151 1,361 2,373 1,012 38 9000% 394 78,451 
Sep-I 1 397,151 1,361 2,373 1,012 38 9000% 394 78,845 
Oct-I 1 397,151 1,361 2,373 1,012 38 9000% 394 79,239 
NOV-I 1 397,151 1,361 2,373 1,012 38 9000% 394 79,639 
Dec-I 1 397,151 1,361 2,373 1,012 38 9000% 394 80,034 

Feb-I 2 397,151 1,361 1,255 (106) 38 9000% (41) 79,952 
Jan-I2 397,151 1,361 1,255 (1 06) 38 9000% (41) 79,993 
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Louisville Gas and Electric Company 
Deferred Tax Calculations 

Environmental Compliance Plans, by Approved Project 

2009 - Plan 
Project 23 - Trirnble County Ash Treatment Basis (BAP/GSP) 

9,594,347 
9,594,347 
9,594,347 

0 
0 
0 
0 
0 
0 
0 
0 
0 

10,219 
20,438 
20,438 

359,787 
57,743 
57,743 

- 389000% 
- 389000% 
- 389000% 
- 389000% 
- 389000% 
- 389000% 
- 389000% 
- 389000% 
- 389000% 

349,568 38 9000% 
37,305 38 9000% 
37,305 38 9000% 

135,982 
14,512 
14,512 

Accumulated Deferred 
Deferred Taxes on Book Tax Temporary Income Tax 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 
Beg Balance 
Mar-I 1 
Apr-I 1 
May-I 1 
Jun-I 1 
Jul-I 1 
Aug-I 1 
Sep-I 1 
Oct-I 1 
NOV-I 1 
Dec-I 1 
Jan-I2 
Feh-I 2 

135,982 
150,494 
164,986 
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L,OUISVILLE GAS AND ELECTRIC COMPANY 

Response to Commission Staff‘s First Request for Information 
in Appendix B of Commission’s Order Dated June 13,2012 

Case No. 2012-00208 

Question No. 4 

Witness: Robert M. Conroy 

Q-4. Refer to ES Form 2.50, Pollution Control - Operations & Maintenance Expenses, for the 
March 20 1 1 through February 20 12 expense months. For each expense account number 
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. 

A-4. Attached please find a schedule showing the changes in the operations and maintenance 
expense accounts for March 20 1 1 through February 20 12 expense months. The changes 
in the expense levels are reasonable and generally occurred as a part of routine plant 
operatioris and maintenance or normal annual testing expenses. 

2005 Plan 
Fluctuations in the scrubber operation expenses, account 502056, are the result of regular 
operation of the Trimble County LJnit 1 (“TClYy) FGD. These are variable production 
expenses and fluctuate with generation, coal quality arid the SO2 removal rate. TC1 was 
offline in October and November 201 1 for a planned outage. 

2006 Plan 
Fluctuations in sorbent injection reactant expenses, accounts 5061 59 and 506 152, are the 
result of on-going system operation of TC1 and Triinble County TJnit 2 (“TC2”). 

Fluctuations in sorbent injection maintenance expenses, account 5 12 152, are the result of 
normal system maintenance. 

Fluctuations in the mercury monitor operation expenses, account 506 150, reflect normal 
periodic purchases of mercury traps for the monitors at Triinble County. 

Fluctuations in mercury monitor maintenance, account 5 121 53, are the result of routine 
maintenance performed on the mercury monitors at Mill Creek. 

Fluctuations in the scrubber operation expenses, account 502056, are the result of regular 
operation of the TC2 FGD. These are variable production expenses and fluctuate with 
generation, coal quality and the SO2 removal rate. TC2 was offline in April 201 1 for a 
planned outage. 
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Fluctuations in the scrubber maintenance expenses, account 5 12055, are the result of 
routine maintenance of TC2. Tlie increase in Nov 201 1 reflects analysis that was done on 
the mercury stack and baghouse traps. 

Monthly variaiices in the NOx operation expenses, accounts 5061 54 and 5061 5 5 ,  reflect 
normal aiid expected SCR operations of TC2. Tlie variances for account 506154 are 
driven by the purchase aiid delivery timing of the raw consumable material (ammonia) as 
well as variations in generation and coal quality. TC2 was offline in April 2011 for a 
plaiiiied outage. 

Fluctuations in the NOx niaintenance expenses, account 5 12 1 5 1, are the result of routine 
monthly maintenance on the SCR at TC2. The increase in December 201 1 is the result of 
catalyst sample testing. 

Fluctuations for activated carbon, account 5061 5 1, are the result of regular operation of 
the TC2 baghouse for the renioval of mercury. This is a variable production expense and 
fluctuates with generation, coal quality and flue gas chemistry. 

Fluctuations in tlie precipitator maintenance expenses, accounts 5 1205 1 and 50605 1, are 
the result of routine monthly operation arid maintenance on the precipitator at TC2. 

201 1 Plan 
Effective with tlie December 201 1 expense month, LG&E is including sorbent injection 
O&M from tlie 2006 Plan in the 201 1 Plan for all units except Triinble County Unit 2, 
which will continue to be recovered through the 2006 Plan as part of Project 18, TC2 
AQCS Equipment. 
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LOUISVILLE GAS AN ELECTRIC COMPANY 

Response to Commission Staff's First Request for Information 
in Appendix B of Commission's Order Dated June 13,2012 

Case No. 2012-00208 

Question No. 5 

Witness: Robert M. Conroy 

Q-5. In Case No. 2000-00386, the Commission ordered that LG&E's cost of debt and preferred 
stock would be reviewed aiid re-established during the six-month review case. Provide 
the following information as of February 29, 201 2: 

a. The outstanding balaiices for long-term debt, slioif-term debt, preferred stock, aiid 
common equity. Provide this information on total company and Kentucky 
jurisdictional bases. 

b. The blended interest rates for long-term debt, short-term debt, and preferred stock. 
Include all supporting calculations showing how these blended interest rates were 
determined. If applicable, provide tlie blended interest rates oii total company and 
Kentucky jurisdictional bases. For each outstanding debt listed, indicate whether the 
interest rate is fixed or variable. 

c. LG&E's calculation of its weighted average cost of capital for environmental 
surcharge purposes. 

A-5. a. Please see the attaclunent. There was no preferred stock as of February 29, 2012 
therefore it is riot listed in the attached schedule. 

b. Please see the attachment, page 3 of wliicli is being provided under seal pursuant to a 
petition for confidential treatment. There was no preferred stock as of February 29, 
2012, therefore, it is not listed in the attached schedule. 

c. Please see the attachment. LG&E is utilizing a return on equity of 10.63% as agreed 
to for the Pre-20 1 1 ECR Plans aiid 10.10% for the 201 1 ECR Plan and approved by 
the Commission in its January 31,2012 Order in Case No. 201 1-00232. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

ANALYSIS OF THE EMBEDDED COST OF CAPITAL AT 
February 29,2012 

LONG-TERM DEET 

Pollution Control Bonds. 
Jefferson Co 2000 Series A 
Trimble Co 2000 Series A 
Jefferson Co 2001 Series A 
Jefferson Co 2001 Series A 
Trimble Co 2001 Series A 
Jefferson Co 2001 Series E 
Trimble Co 2001 Senes E 
Trimble Co 2002 Series A 
Louisville Metro 2003 Series A 
Louisville Metro 2005 Series A 
Trimble Co 2007 Series A 
Louisville Metro 2007 Series A 
Louisville Metro 2007 Series E 
Called Bonds 

First Moflgage Bonds. 
2OlOdue 2015 

2010due2020 
Debt discount on FME 

Debt discount on FME 

Revolving Credil Facility 

Total External Debt 

Interest Rate Swaps: 
JP Morgan Chase Bank 
Morgan Stanley Capital Services 3 657% 
Morgan Stanley Capital Services 3 645% 
Bank of America 
Interest Rate Swaps External Debt 

Notes Payable to PPL 

Total Internal Debt 

__ Due 

05/01/21 
08/01/30 
09/01/27 
09/01/26 
09/01/26 
11/01/27 
11/01/27 
10101 132 
10101133 
02/0 1/35 
06/01/33 
06/01/33 
06/01/33 

11/15/15 
11/15/15 
11/15/40 
11/15/40 

10/19/16 

11/01/20 1 
10/01/33 1 
10/01/33 1 
10/01/33 1 

5 

fQ& 

0 857% 
0 060% 
0 120% 
0 310% 
0 230% 
0 400% 
0 400% 
0 160% 
1900% 
5 750% 
4 600% 
5 625% 
1800% 

Principal 

S 25000.000 
83.335.000 
10.1 04.000 
22.500.000 
27.500.000 
35.000.000 
35.000.000 
41 685.000 

126.000.000 
40,000,000 
60.000.000 
31.000.000 
35 200.000 

InleresV(1ncome~ 

4 S 214.265 
50,001 
12.125 
69,750 
63.250 

140.000 
140,000 
66.664 

3 2.432.000 
4 2 300,000 

2.760.000 
4 1743.750 
3 688,800 

Amoflized Debt 
Issuance 

ExplDiscount 

Annualized Cost 

Amoflized Loss- 
Reacquired Debt 

S 
38,707 
20,393 
9,924 

10,790 
10.995 
10 997 
37 221 
19 887 

47 534 

7,756 

S 135283 
143,700 

77 424 
65 400 
49 056 
46 864 
55.812 

313.727 
96 444 
6 615 

41,718 
27.526 

Letter of Credit 
and other fees Total 

S - 5  
305,898 d 

35546 d 
22500 b 
27.500 b 
35.000 b 
35,000 b 

176.268 d 
- a  

18.270 a 

- a  

349.548 
538.306 
66.064 

179.598 
166.940 
235,051 
234 861 
335 965 

2,765,614 
2,396,444 
2.832.419 
1.785.466 

704.082 
167.868 2 

1625% 250.000.000 4 062 500 522.243 ** 
1625% (654,521) 176,500 ’* 
5 125% 285.000.000 14 606 250 119.249 ** 
5 125% (2.967.293) 103.360 ** 

687 500 000 

S 1,105,682,166 S 29,329.355 S 1,918,436 S 1.229.437 S 1,155,982 

S 4.469967 S - s  . s  
1,113920 
1.110.080 
1,126,080 

S 7,820,047 S - 5  . s  

S - 5  ~S - 5  - s  

S - s  - s  - s  . s  

Total S 1,105,682,186 S 37.149.402 S 1.918.436 S 1,229,437 S 1,155,882 

I 
Embedded 

0 646% 
0 674% 
0 798% 
0 607% 
0 872% 
0671% 
0 806% 
2 161% 
5 991% 
4 721% 
5 760% 
2 000% 

1634% 
176.500 -26 966% 

5 167% 
-3 483% 

4.584.743 

14,725.499 
103.360 

I 

167 868 

S 33,633,210 

S 4.489.967 
1.1 13,920 
1.1 10.060 

S 41,453.257 

S 

SHORT-TERM DEBT 

Embedded 

0 000% 

S Total - s  - s  - s  * s  - 5  

Annualized Cost 

Maturity Rate Principal Interest Exeense LOSS Premium Total 

Notes Payable to Associated Company NA 0430%. 5 - s  - 5  . s  . s  - s  
Revolving Credit Facility Payable 

Embedded Cost of Total Debt 

** Debt discount shown on separate line 

1 Additional interest due to Swap Agreements: 

Underlvina Debt Eeina Hedaed 
Senes 2 .  PCE 
Series CC OD 8 EE - PCE 
Series CC DD 8 EE - PCE 
Series CC OD 8 EE - PCE 

S 1,105,662,166 S 37,149,402 5 1,918,436 

Expiration of 
Swap 

Notional Amount Aoreement 
83.335 000 11/01/20 
32 000 000 10101133 
32,000 000 1010 1/33 
32.000.000 10/01/33 

179,335,000 

2 Call premium and debt expense is being amofiized over the remaining life of bonds due 6/1/15, 7/1/13 and 8/1/17 
3 Reacquired bonds were reissued 1/13/11 
4 Remarketed bonds, issued at long term fixed rate 
5 Fldelia Notes Payable were paid off on 11/1/2010 with PPL Notes Payable that were paid off with the new FME issues on 11/16/2010 
6 Included setup fees for Ihe Wachovia Credit Facility in Long-term Debt due to 4 year credit arrangement 
7 Credit Facllily amended effective October 19. 2011 New term of 5 years at lower Interest rate 
a. Insurance premiums annualized - based on acluai invoices 
b - Remarketing fee = 10 basis points 
c -  Remarketing fee = 25 basis points 
d .  Combination of a and c 

S 1,229,437 S 1,155.982 5 41,453.257 1-1 

Fixed Fixed Variable 
LOBE Swap LG&E Swap Counterparty 

Position Position Swap Position 
5 495% 5 495% EMA index 
3 657% 3 657% 68% of 1 mo LIEOR 
3 645% 3 645% 68% of 1 ma LIEOR 
3 695% 3 695% 68% of 1 mo LIEOR 



ECR - Gross-up Revenue Factor & 
Composite Income Tax Calculation 
2012 

Assume pre-tax income of 

State incoine tax (see below) 

Taxable income for Federal iiicoine tax 
before production credit 

a. Production Rate 
b. Allocation to Production Inconie 
c. Allocated Production Rate (a x b) 

Less: Production tax credit 

Taxable incoine for Federal income tax 

Federal income tax 

Total State and Federal income taxes 

Gross-up Revenue Factor 
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2012 
Federal & State 

Production Credit 
W/ 6% 201 1 State 
Tax Rate Included 
$ 100.0000 

5.6604 

94.3396 
9% 

100% 
9.00% 

8.4906 

85.8490 

30.0472 -_--.--- 

$ 35.7076 

64.2924 

Therefore, the composite rate is: 
Federal 
State 
Total 

30.0472% 
5.6604% 

35.7076% 

State Income Tax Calculation 
Assume pre-tax incaine of 

Production credit @ 6% 

Taxable income for State income tax 

State Tax Rate 

State Income Tax 

(15)/100 
(3)/100 

(23)+(24) 

$ 100.0000 

5.6604 

94.3396 (32)-(34) 

6.0000% 

5.6604 (36)*((38) 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Commission Staff‘s First Request for Information 
in Appendix B of Commission’s Order Dated June 13,2012 

Case No. 2012-00208 

Question No. 6 

Witness: Robert M. Conroy 

Q-6. Provide the actual average residential customer’s usage. Based on this usage amount, 
provide tlie dollar impact the overhider recovery will have on tlie average residential 
custoiiier’s bill for the requested recovery period. 

A-6. Rased upon distributing the net over-recovered position of $506,722 in one rnontli, the 
ECR billing factor for a residential customer using 1,000 lcWh will decrease by 
approximately $0.90 per month, using rates and adjustment clause factors in effect for the 
April 201 2 billing month. 



COMMONWEALTH OF m,NTUCKY 

In  the Matter of: 

BEFORE THE PUBLIC SERVICE COMMISSION 

PUBLIC SERVICE 
COMMISSION 

AN EXAMINATION BY THE PUBLIC SERVICE ) 
COMMISSION OF THE ENVIRONMENTAL ) 
SURCHARGE MECHANISM OF LOUISVILLE GAS ) CASENO. 
AND ELECTRIC COMPANY FOR THE SIX MONTH ) 2012-00208 
BILLING PERIODS ENDING OCTOBER 31,2011 1 
AND APRIL 30,2012 1 

PETITION OF LOUISVILLE GAS AND ELECTRIC COMPANY FOR 
CONFIDENTIAL PROTECTION FOR CERTAIN OF COMMISSION STAFF’S 

FIRST REQUESTS FOR INFORMATION 

Louisville Gas and Electric Company (“LG&E”) hereby petitions the Kentucky Public 

Service Commission (“Cornmission”) pursuant to 807 IL4R 5:O01, Section 7, and KRS 

61.878(1)(c) to grant confidential protection for the item described herein, which LG&E seeks to 

provide in response to the Coinmission Staffs Initial Data Requests No. 5(b). In support of this 

Petition, ICTJ states as follows: 

Confidential or Proprietary Commercial Inforniation (ICRS 6 1.878( 1 )(c)) 

1. The Kentucky Open Records Act exempts from disclosure certain commercial 

information. KRS 61.878( l)(c). To qualify for the exemption and, therefore, maintain the 

confidentiality of the inforination, a party must establish that the material is of a kind generally 

recognized to be confidential or proprietary, and the disclosure of which would permit an unfair 

commercial advantage to competitors of the party seeking confidentiality. 

2. Coinmission Staff Request No. 5(b) asks LG&E to provide, “The blended interest 

rates for long-term debt, short-term debt, and preferred stock. Include all supporting calculations 

showing how these blended interest rates were determined.” In response to this data request, 

1 



LG&E is providing as an attachment a spreadsheet that demoiistrates LG&E’s embedded cost of 

capital. Within the spreadsheet are the annualized costs associated with L,G&E’s revolving 

credit facility. Pursuant to the terins of agreements associated with the revolving credit facility, 

LG&E is not permitted to publicly disclose the costs and thus public disclosure of the costs 

would result in LG&E breaching tlie agreement. Revealing publicly the costs would significantly 

coniproinise LG&E’s ability to obtain a revolving credit facility at a competitive interest rate, 

which would in turn financially harm LG&E’s customers. Moreover, financial institutions do not 

permit public disclostire of the rates because those rates would be used against them in future 

negotiations with other customers. They would therefore be more likely to insist on standard 

provisions and less willing to negotiate favorable rates with LG&E in tlie future, tlius 

jeopardiziiig LG&E’s ability to obtain the lowest possible interest rates, placing it at an 

additional financial disadvantage. 

3. If the Coiiiiiiissioii disagrees with this request for confidential protection, 

however, it must hold an evidentiary hearing (a) to protect LG&E’s due process rights and (b) to 

supply the Coininission with a complete record to enable it to reach a decision with regard to this 

matter. Utility Regulatory Comrnissioii v. ICentucky Water Service Company, Inc., 642 S.W.2d 

591, 592-94 (Ky. App. 1982). 

4. The information for which LG&E is seeking confidential treatment is not known 

outside of LG&E, is not disseiniiiated within LG&E except to those employees with a legitimate 

business need to know and act upon tlie iiiforination, and is generally recognized as confidential 

and proprietary information in the energy industry. LG&E will disclose the confidential 

information, pursuant to a coiifidentiality agreement, to intervenors and others with a legitimate 

interest in this information and as required by the Commission. 

2 



5. In accordance with tlie provisions of 807 KAR 5:001, Section 7 arid the 

Commission’s June 13, 2012 Order in this proceeding, LG&E herewith files with the 

Coinmission one copy of the above-discussed response with the confidential information 

highlighted and ten (1 0 )  copies of its response without tlie confidential information. 

WHEREFORE, Louisville Gas and Electric Company respectfully requests that the 

Commission grant confidential protection for the information at issue, or in the alternative, 

scliedule an evidentiary hearing on all factual issues while maintaining the confidentiality of the 

information. 

Dated: June 28,2012 Respectfdly submitted, 

W Senior Corporate Attorney 
LG&E and KU Services Coinpaiiy 
220 West Main Street 
Louisville, Kentucky 40202 
Telephone: (502) 627-2088 

Counsel for Louisville Gas & Electric Company 
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