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Please state your name, title, and business address. 

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

Services Company, which provides services to Kentucky TJtilities Company (‘‘KU” or 

“Company”) and Louisville Gas and Electric Company (“L,G&E”) (collectively “the 

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

40202. A compiete 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 Commission 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 KLJ’s environmental 

surcharge during the six-month billing period ending October 3 1 , 201 2 (expense 

months of March 2012 through August 2012), and to determine whether the 

surcharge amount collected during the period is just and reasonable. 

What is the purpose of your testimony? 

The purpose of my testimony is to suinmarize the operation of KTJ’s environmental 

surcharge during the billing period under review, demonstrate that the amount 

collected during the period was just and reasonable, present and discuss KU’s 

proposed adjustment to the Environmental Surcharge Revenue Requirement based on 

the operation of the surcharge during the period and explain how the environmental 

surcharge factors were calculated during the period under review. 
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Please summarize the operation of the environmental surcharge for the billing 

period included in this review. 

KTJ billed an environmental surcharge to its customers from May 1, 2012 through 

October 31, 2012. For purposes of the Commission’s examination in this case, the 

monthly KIJ environmental surcharges are considered as of the six-month billing 

period ending October 31, 2012. In the six-month period under review in this 

proceeding, KTJ calculated the environmental surcharge factors in accordaiice with its 

tariff ECR, and the requirements of the Commission’s previous orders concerning 

KTJ’s environmental surcharge. The calculations were made in accordaiice with the 

Commission-approved monthly forms and filed with the Commission ten days before 

the new monthly charge was billed by the Company. 

What costs were included in the calculation of the environmental surcharge 

factors for the billing period under review? 

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

surcharge factors for the six-month billing period were the costs incurred each month 

by KTJ from March 2012 through August 2012, as detailed in the attachment in 

response to Question No. 2 of the Commission Staffs Request for Information, 

incorporating all required revisions. 

The monthly environmental surcharge factors applied during the billing period 

under review were calculated consistent with the Commission’s Orders in KIJ’s 

previous applications to assess or amend its environmental surcharge mechanism and 

plan, as well as Orders issued in previous review cases. The monthly environmental 

2 



1 

2 

3 Q* 

4 A. 

5 

6 

7 

8 

9 

10 

1 1  

12 

1 i 

14 

15 

16 

17 Q. 

18 

19 A. 

20 

21 

22 

23 

surcharge reports filed with the Cominissioii during this time reflect the various 

changes to the reporting forms ordered by the Cornmission from time to time. 

Has the Commission recently approved changes to KU’s ECR Compliance Plan? 

Yes. In Case No. 201 1-00161, the Commission approved KTJ’s 201 1 ECR 

Compliance Plan that included two new projects and associated operation and 

maintenance costs, amended Project 29 (2009 Plan) to convert the Brown Main Ash 

Pond to a Landfill, and approved the reporting of operation and maintenance costs 

associated with sorbent injection approved with the 2006 Plan for Ghent Units 1, 3, 

and 4 as part of the 201 1 Plan. Pursuant to the Commission’s December 15, 201 1 

Order approving the Settlement Agreement in Case No 201 1-0161 , ICJ  began 

including the approved projects in the monthly filing for the December 201 1 expense 

month that was billed in February 2012 with separate authorized rates of return for 

the Pre-2011 and 201 1 ECR Plans. In addition, the Commission approved the use of 

net (non-fuel) revenues to calculate the jurisdictional revenue requirement for non- 

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 1-0023 1 as discussed below. 

Has the Commission recently approved changes to the environmental surcharge 

mechanism and the monthly ES Forms? 

Yes. In Case No. 201 1-00231, KU’s most recent ECR two-year review, the 

Commission implemented of 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 

forms to reflect the implementation of Group 1 and Group 2 billing factors. Pursuant 
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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. 

Has the Commission recently approved changes to KU’s ECR Compliance Plan 

that are not included in the billing period under review? 

Yes. In Case No. 2012-00221, KU’s most recent rate case, the Commission approved 

tlie elimination of KU’s 2005 and 2006 ECR Compliance Plans (with the exception of 

Project 22 related to Emission Allowances) from the monthly environmental 

surcharge filings and reset the return on equity to be used in the monthly 

environmeiital surcharge filings. Pursuant to the Commission’s December 20, 20 12 

Order in that case, the changes will be implemented with the January 2013 expense 

month that will be included in the next ECR six-month review. The approved return 

on equity is used in this proceeding to establish tlie overall rate of return on capital to 

be used to calculate the environmental surcharge as discussed later in this testimony. 

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

expense months? 

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

originally filed billing months as summarized in KLJ’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 

Q. 

A. 

Q. 

A. 

Q. 

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

Order in Case No. 2000-00439 to reflect the actual changes in the overall rate of 

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

environmental rate base. Pursuant to the terms of the Settlement Agreement 

approving the 201 1 ECR Plan, KU calculated the 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 six-month billing period ending October 3 1, 201 2. 

The details of and support for this calculation are shown in KU’s response to 

Question No. 1 of the Commission Staffs Request for Information. 

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

billing period under review? 

No. 

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

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

Yes. KU experienced a cumulative over-recovery of $218,511 for the billing period 

ending October 31, 2012. ICJ’s response to Question No. 2 of the Commission 

Staffs Request for Information shows the calculation of the cumulative over- 

recovery. An adjustment to the revenue requirement is necessary to reconcile the 

collection of past surcharge revenues with the actual costs for the billing period under 

review. 

Has KU identified the causes of the net over-recovery during the billing period 

under review? 
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Expense Month 
March 2012 
April 20 12 
May 2012 
June 2012 
July 20 12 

August 20 12 

1.5 

16 

17 

Actual Revenues 
12-Month Average Subject to ECR 

Revenues Billing Month Billing Factors 
$ 77,728,219 May 2012 $ 70,359,567 

77,406,253 June 20 12 79,416,460 
7 7 , 6 6 6,6 9 7 July 2012 93,404,959 
77,652,226 August 20 12 9 1,720,064 
78,395,277 September 20 12 8 1,085,795 
78,350,280 October 20 12 67,475,865 

A. 

Q. 

A. 

Yes. KU has identified the components that make up the net over-recovery during 

the billing period 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 components that make up 

the net over-recovery during the billing period under review are shown in KU’s 

response to Question No. 2 of the Commission Staffs Request for Information. 

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

over-recovery in the billing period under review. 

The use of 12-month 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 the actual revenues to which the ECR billing factors were applied 

in the billing month. 

*The 12-mo11tl1 average revenues and the Actual Revenues subject to ECR Billing 
for Groiip 2. 

Generally, an under-recovery will occur when actual revenues for the billing month 

are less than the 12-month average revenues used for the expense month. Likewise, 
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an over-recovery will occur when actual revenues for the billing month are greater 

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

What kind of adjustment is KU proposing in this case as a result of the operation 

of the environmental surcharge during the billing period? 

KU is proposing that the net over-recovery be distributed in one month following the 

Commission’s Order in this proceeding. Specifically, K‘IJ recommends that the 

Commission approve a decrease to the Environmental Surcharge Revenue 

Requirement of $2 18,5 1 1 for one month, beginning in the second full billing month 

following the Commission’s Order in this proceeding. This method is consistent with 

the method of implementing 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 inclusion of the distribution reflecting the over-recovery position in the 

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

approximately 0.2 1 YO. For a residential customer using 1,188 kWh, the impact of the 

adjusted ECR billing factor would be a decrease of approximately $0.21 for one 

month (using rates and adjustment clause factors in effect for the January 2013 billing 

month). 

What rate of return is KU proposing to use for all ECR Plans upon the 

Commission’s Order in this proceeding? 

KTJ is recommending an overall rate of return on capital of 10.30%, including the 

currently approved 10.25% return on equity and adjusted capitalization, to be used to 
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calculate the environmental surcharge. This is based on capitalization as of August 

31, 2012 and the Commission’s Order of December 20, 2012 in Case No. 2012- 

00221. Please see the response and attachment to Commission Staffs Request for 

Information Question No. 5 following this testimony. 

What is your recommendation to the Commission in this case? 

KIJ makes the following recommendations to the Commission in this case: 

a) The commission should approve the proposed decrease to the Environmental 

Surcharge Revenue Requirement of $2 18,s 1 1 for one month beginning in the 

second full billing month following the Commission’s Order in this 

proceeding; 

The Commission should determine the environmental surcharge amount for 

the six-month billing period ending October 31, 2012 to be just and 

reasonable; 

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

of 10.30% using a return on equity of 10.25% beginning in the second full 

billing month following the Commission’s Order in this proceeding. 

b) 

c) 

Does this conclude your testimony? 

Yes. 
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VERIFICATION 

COMMONWEALTH 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 KU Services Company, and that he has personal 

knowledge of the matters set forth in the foregoing testimony, and that the answers 

contained therein are true and correct to the best of his information, knowledge and 

belief. 

0 Robert g. Conroy 

Subscribed and sworn 

and State, this Jb@day of 

SEAL) 

My Commission Expires: 



APPENDIX A 

Robert M. Conroy 

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

Education 
Masters of Business Administration 

Bachelor of Science in Electrical Engineering; 

Essentials of Leadership, London Business School, 2004. 

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

Registered Professional Engineer in Kentucky, 1995. 

Indiana University (Southeast campus), December 1998. GPA: 3.9. 

Rose Hulman Institute of Technology, 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 Planning Analyst I11 R: IV 
System Planning Analyst I1 
Electrical Engineer I1 
Electrical Engineer I 

ProfessionaVTrade Memberships 

Registered Professional Engineer in Kentucky, 1 995. 

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 - Jun. 1990 
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VERIFICATION 

COMMONWEALTH 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 and sworn 

and State, this Jb%day of 

efore said County 

My Commission Expires: 



KENTUCKY UTILITIES COMPANY 

Response to Commission Staff‘s First Request for Information 
in Appendix B of Commission’s Order Dated January 2,2013 

Case No. 2012-00546 

Question No. 1 

Witness: Robert M. Conroy 

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

A-1 . Please see the attachment. 

KU calculated the true-up adjustment to recognize changes in the cost of debt and capital 
structure in two steps, shown on Pages 1 and 2 of the attachment to this response. Page 1 
reflects the true-up required due to the changes between the Rate Base as filed and the 
Rate Base 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 the Rate of 
Return as filed compared to the actual Rate of Return calculations. No further revisions 
to Rate Base were identified in preparation of this response. 

Pages 3 and 4 provide the weighted average cost of capital for the Pre-2011 and 201 1 
Plans, respectively, for the period ending October 3 1 ,20 12. KTJ 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 1-00161. The Pre-2011 and 201 1 Plans are also 
shown separately to reflect the different rates of returns approved by the Commission in 
Case No. 201 1-00161. 

KU did not engage in accounts receivable financing or have any preferred stock 
outstandiiig during the period under review. 
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KENTUCKY IJTILITIES COMPANY 

Q-2. 

Response to Commission Stafrs First Request for Information 
in Appendix B of Commission’s Order Dated January 2,2013 

Case No. 2012-00546 

Question No. 2 

Witness: Robert M. Conroy 

Prepare a summary schedule showing the calculation of Total E(m), Net Retail E(m), and 
the surcharge factor for the 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 adjustments for the months included for 
the billing period under review. The summary schedule is to incorporate all corrections 
and revisions to the monthly surcharge filings KU has submitted during the billing period 
under review. Include a calculation of any additional over- or under-recovery amount KU 
believes needs to be recognized for the six-month review. Include all supporting 
calculations and documentation for any such additional over- or under-recovery. 

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

For the period under review, KU experienced a net over-recovery of $21 8,5 1 1. 
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Attachment to Response to Question No. 2 
Page 3 of 3 

Conroy 
Kentucky Utilities Company 
Reconciliation of Combined Over/(Under) Recovery 
Summary Schedule for Expense Months March 2012 through August 2012 

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

Billing Expense Rate of Return Rate of Return Change in Rate Base as change in Rate Allocation, Jursidictional 
Month Month as Filed as Revised Rate of Return Revised ofReturn ES Form 1 10 Impact 

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

Pre-2011 Plans (Note 1) 
Ma)- I 2  Mal- I 2 IO 56% 10 65Yb 0 09% S 1,248,378,620 93,628 87 24'h 81,681 
Jun-13 Apr-I2 IO 50% I O  h.5% 0 09% I .253..570,(155 94,Ol 8 87 749; 82,492 
lul-13 Mar-12 I fl 56?e I O  tis?." 0 09% I.260 8-1').30(1 94,564 X7 07% 82,337 

Sell-12 lul-12 IO 50'1 0 IO (15",; 0 09% 1.282.342,880 96,176 37 IOU& 83,769 
OCL-12 ! \Ug- l2  I (I W! ,, I n I,T ,, 0 09% 1.292.808 307 96,961 X7 71% 85,044 

A u p 1 2  Iitti-l2 IO 56% 10 b5Yil 0 09% 1,27 I ,789,080 95,384 S6 30% 82,3 I 7  

201 1 Plnn (Note 1) 
h13\-12. 
Jui i - I  2 
.lul-12 

nug- I 1 
scp- I 2  
Oc1- I1 

( 1 )  

Billing 
Month 

May-12 
Jun-12 
Jul-12 

Aug- 12 
Sep-I2 
Oct- 12 

M a r - I  2 lil 13?0 10 ?IC!" 008% $ '2021.881 1,528 87 24"; 1,333 

h,lay- I 2  IO I 3 t . O  I O  2 I ",U 0 08% .~0.004.?60 2,000 87 07Y; 1,742 
l u n - 1 2  I O  li?,<, l0211a 0 08% 3 I .S84 s i 0  2,126 86 iO"4 1,834 
Iul-12 11) l.j",b 10 21yn 0 08% 38,467,121 2,564 87 IO?,,, 2,234 

Ally-12 10 13P.b I I J 2 I " b 0 08% JO.lhi.370 2,678 87 71 Y', 2,348 

n I>I  - I 3 IO 15% 10 '1% 0 08% 26,8OI~~)Ol) 1,793 87 74% 1,573 

Cuinulative Impact of Changes in Rate of Return $ 583,420 $ 508,704 

( 2 )  (3 1 (4 1 ( 5 )  (6) 
Recovery Position Explanation - OverKUnder) 

Combined Total ROR Trueup 
Expense Over/(Under) (Pre-201 I ROR Trueup Use of 12 Month 
Month Recovery Plans) (201 1 Plan) Average Revenues 

(42, pg 2 ,  Col I I )  

Mar-12 S 1124.OOOj $ (81,681) $ (1,333) $ r110.QX6) 
Apr-12 ilO.695) (82,492) (1,573) 73,370 
May- 12 460.342 (82,337) (1,742) 55 3.430 
Jun-I2 27 1.705 (82,317) (1,834) 355 850 
,JUL I 2 (28.3.; 1 ) (83,769) (2,234) 57,673 
Aug-12 (2.50.5 IO) (85,044) (2,348) (172.117) 

Total Over-Recovery for 
6-month billing period 218,511 (497,640) (1 1,064) 727,214 

OVER/(UNDER) RECONCILIATION 

Combined Over/(Under) Recovery 218,51 1 

Due to Change in ROR (Pre-2011 Plans) 
Due to Change in ROR (201 1 Plan) 

(497,640) 
( I  1,064) 
727.214 Use of 12 Month Average Revenues 

Subtotal 218,Sl 1 

Llnreconciled Difference 

NOTE 1:  Pursuant to the KPSC's Order dated December 15,201 1 approving the Settlement Agreement in Case No 201 1-00161, the 
201 1 ECR Plan, KU calculated the shon- and long-term debt rates using average daily balances and daily interest rates in connection 
with the ECR true-up calculation shown above and used a separate rate of return for the Pre-201 1 and 201 1 Plans beginning with the 
December 201 1 expense month 



KENTUCKY UTILITIES COMPANY 

Response to Commission Staff‘s First Request for Information 
in Appendix B of Commission’s Order Dated January 2,2013 

Case No. 2012-00546 

Question No. 3 

Witness: Robert M. Conroy 

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

A-3. KU 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 the Accumulated 
Deferred Tax balance reflects the value of those temporary savings as a reduction to 
environmental rate base. 

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

m,NTUCKY UTILITIES COMPANY 

Response to Commission Staffs First Request for Information 
in Appendix B of Commission’s Order Dated January 2,2013 

Case No. 2012-00546 

Question No. 4 

Witness: Robert M. Conroy 

Q-4. Refer to ES Form 2.50, Pollution Control - Operations & Maintenance Expenses, for the 
March 2012 through August 2012 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 12 through August 20 12 expense months. The changes in 
the expense levels are reasonable and generally occurred as a part of routine plant 
operations and maintenance or normal annual testing expenses. 

2005 Plan 
Fluctuations in the scrubber operation expenses, accounts 502006 and 502056, are the 
result of regular operation of the E.W. Brown and Ghent FGDs. These are variable 
production expenses and will fluctuate with generation, coal quality and the SO;? removal 
rate. 

Fluctuations in the scrubber maintenance expenses, accounts 5 12005 and 5 12055, are the 
result of normal system maintenance of the E.W. Brown and Ghent FGDs. The increases 
in March and April 2012 are due to maintenance that was performed during the Ghent 3 
maintenance outage. 

2006 Plan 
Fluctuations in sorbent injection operation expenses, accounts 5061 09 and 506159, are 
the result of on-going system operation of Trimble County Unit 2 (“TC2”) sorbent 
injection system. 

Fluctuations in sorbent injection reactant are the result of normal operation of the TC2 
sorbent injection system. The variable material, hydrated lime, will fluctuate with stack 
opacity. In general, warmer temperatures and increased sunlight exacerbates the issue 
rernediated by the hydrated lime. 

Fluctuations in sorbent injection system maintenance expenses, accounts 5 12 102 and 
5 12 152, are the result of normal system maintenance. 
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Fluctuations in mercury monitor operation expenses, accounts 5061 10 and 506150, are 
the result of normal system operation. 

Fluctuations in the scrubber operation expenses, accounts 502006 and 502056, are the 
result of regular operation of the TC2 FGD. These are variable production expenses and 
will fluctuate with generation, coal quality and the SO2 removal rate. The unit was 
offline April-May 20 12 for a maintenance outage. 

Fluctuations in the scrubber maintenance expenses, accounts 512005 and 5 12055, are the 
result of normal system maintenance on TC2. The increases in April and June 2012 
reflect maintenance performed during a maintenance outage. 

Monthly variances in the NOx operation expenses, accounts 506104,5061 54,506105 and 
506155 reflect normal and expected SCR operations of TC2. The variances for accounts 
506104 and 506154 are driven by the purchase and delivery timing of the raw 
consumable material as well as variations in generation and coal quality. TC2 was 
offline April-May 20 12 for a maintenance outage. 

Fluctuations in the precipitator operation expenses, accounts 506001 and 50605 1 , are the 
result of normal system operations of TC2. 

Expenses for activated carbon, accounts 506111 and 506151, are the result of regular 
operation of the TC2 baghouse for the removal of mercury. This is a variable production 
expense and will fluctuate with generation, coal quality and flue gas chemistry. The unit 
was offline April-May 20 12 for a maintenance outage. 

Fluctuations in the precipitator maintenance expenses, accounts 5 1201 1 and 5 1205 1 , are 
the result of normal system maintenance on TC2. 

Please note that the sorbent injection O&M from the 2006 Plan, beginning December 
201 1 , is now reflected in the 201 1 Plan for all units except TC2, which will continue to 
be recovered through the 2006 Plan. 

201 1 Plan 
Fluctuations in sorbent injection operation expenses, account 5061 59, are the result of 
ongoing system operations of the Ghent sorbent injection system. 

Fluctuations in sorbent injection reactant are the result of normal operation of the Ghent 
sorbent injection system. The variable material, hydrated lime, will fluctuate with stack 
opacity. In general, warmer temperatures and increased sunlight exacerbates the issue 
remediated by the hydrated lime. 

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





KENTUCKY UTILITIES COMPANY 

Response to Commission Staff's First Request for Information 
in Appendix B of Commission's Order Dated January 2,2013 

Case No. 2012-00546 

Question No. 5 

Witness: Robert M. Conroy 

Q-5. In Case No. 2000-00439, the Commission ordered that KTJ's cost of debt and preferred 
stock would be reviewed and re-established during the six-month review case. Provide 
the following information as of August 3 1 , 20 12: 

a. The outstanding balances for long-term debt, short-term debt, preferred stock, and 
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 the blended interest rates on total company and 
Kentucky jurisdictional bases. For each outstanding debt listed, indicate whether the 
interest rate is fixed or variable. 

c. KU's calculation of its weighted average cost of capital for environmental surcharge 
purposes. 

A-5. a. Please see the attachment. There was no preferred stock outstanding as of August 3 1 , 
2012, therefore it is not listed in the attached schedule. 

b. Please see the attachment. There was no preferred stock outstanding as of August 3 1 , 
2012, therefore it is not listed in the attached schedule. 

c. Please see the attachment. KTJ is utilizing a return on equity of 10.25% as agreed to 
for the Pre-2011 and 2011 ECR Plans and approved by the Commission in its 
December 20,2012 Order in Case No. 2012-00221. 
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KENTUCKY UTiLiTlES COMPANY 
ANALYSIS OF THE EMBEDDED COST OF CAPiTAL AT 

AUqusl31  2012 

'I LONG-TERM DEET 

Po thtion Control Bonds . 
Mercer Co 2000 Ser es A 
Carroll Co 2002 Sei es A 
Carroll Co 2002 Ser es E 
Munlenberg Co 2002 Ser es A 
Mercer Co 2002 Series A 
Carroll Co 2002 Series C 
Catroll Co 2004 Series A 
Carroll Co 2006 Series E 
Carrol Co 2007 Series A 
Trim0 e Co 2007 Ser es A 
Canotl Co 2008 Ser es A 
Called Bonds 

First Morlgage Bonds 
2010due2015 

20100.e2020 

2010oue2040 

Deoi o scomt on FME 

Deot o scoml on FMB 

Debt discount On FME 

S.3 SEC Sneif Reg,sIralion 
Revolving Credit Fac lily 
Letter of Credil Fac ily 

Total External Debt 

Notes Payaole 10 PPL 

Total Internal Debt 

Due - 
05/01/23 
02/01/32 
02/01/32 
02/01/32 
02/01/32 
1010 1/32 
1010 1/34 
1010 1/34 
02/0 1/26 
03/01/37 
02/01/32 

11/01/15 
ltl01/15 
11/01/20 
1 1/01/1 5 
11/01/40 
1 1/01/40 

03/27/15 
1011 9/16 
04/29/14 

- Rate Principal 

0190% * s 12.900,000 
0467% * 20,930,000 
0450% * 2.400.000 
0 500% * 2.4 0 0,O 0 0 
0500% * 7,400,000 
0322% * 96 000.000 
0 200% * 50 000,000 
0200% * 54,000,000 
5 750% 17,875,000 
6 000% 8,927,000 
0 200% * 77 947 405 

1625% 250,000 000 
1625% l5G1 458) 
3 250% 500,000 000 

5 125% 750 000 000 
5 125% (7 661 510) 

3 250% ( I  551.375) 

S 1 , 8 4 1 , 0 1 5 , ~  

2 s 

Total 5 1.841.015.061 

Annualized Cost 
Amoilized Deb1 

issuance Amortized Loss- Letter of Credil - ExplOiscounl Reacquired Debt and other fees 

S 24.510 S - S 46,743 S 156.549 a S 227.802 
97.635 4.104 36,300 20.930 b 159,169 
10.800 2.856 4.164 2.400 b 20.220 
12,000 1.140 
37,000 3 180 

309 120 73.658 
100.000 
108 000 

1027 813 
535.620 
155.895 

4 062 500 

16 250.000 

38 437 500 

47,920 
33,342 
16.072 
34,400 

12.744 2.400 b 28.284 
12.900 7.400 b 60.480 

186.036 300.538 c 869.352 
105 023 609.493 a 814516 

658.985 a 814.905 
I,061 ,155 

551,692 

201,063 201,063 
951,225 a 1.141.520 

461.126 ** 
175.000 **  
418,360 
189,000 **  
249.641 **  
271,250 ** 271.250 

. 4,523.626 
175 000 

. 16.668.360 
189 000 

- 38687 141 

2,292 
785.357 384 
298.913 

2,292 
1,285,357 

298.913 
5 0 0,O 0 0 

S 61.168.593 S 3,067,611 S 604,973 S 3,209,920 S 68.051.097 

S 61.168393 S 3,067.611 S 604.973 S 3.209.920 S 68.051.097 

Embedded 
co5( 

1766% 
0 760% 
0 843% 
1179% 
0817% 
0 906% 
1629% 
1509% 
5 937% 
6 180% 
1464% 

1809% 
-31 169% 

3 334% 
-12 183% 

5 158% 
-3 545% 

1-1 

1 I 

1 SHORT-TERM DEET 

Annualized Cost 
Embedded 

0 000% 
0 000% 
0 000% 

- Rate Principal Expense _I Loss Premium __ Total 

0430% * S - s  - s  . s  - s  - s  

0 4 1 o x  -- 
Total 5 - s  * s  - s  - s  - s  1-1 . 

~- 
Embedded Cost ofTolai Debt S 1,841.015.061 S 61,168,593 S 3,067,611 S 604.973 S 3,209,920 0 68,051,097. 1-1 
**  Debt discount shown on separate line 

t Ser es P and R bonos were reoeemed In 2003 an0 2005 respectively Tney were not replace0 w th other oond ser es Tne rema ning unamorlizeo 
oe ng amonizeo over [ne remainder of tne orig nat llves (oue 5115 07 611125 6/1/35 and 611136 respect vetyi of the bonds as loss on reacqd reo debt 

expense is 

2 Fidelia Noles Payabie were paid off on 11/1/2010 with PPL Notes Payabie that were paid OH with the new FMB issues on 11/16/2010 

3 Included setup fees for the Wachovia Credit Facility in Long-term Debt due to 4 year credit arranRement 

4 Credit Facility amended effective October 19. 201 1 New term of 5 years at lower Interest rate 

a. Letter of credit fee = (principal bal + 45 days interesI)'Z'% U C  Fee and 25% UC Fronting Fee Rate based on company credit rating Remarketing Fee 5: 10 basis points 
b - Remarkeling fee = i o  basis points 
c - Remarketing fee = 25 basis points 
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ECR - Gross-up Revenue Factor & 
Composite Income Tax Calculation 
2012 

Assume pre-tax income of 

State income tax (see below) 

Taxable income for Federal income tax 
before production credit 

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

Less: Production tax credit 

Taxable income for Federal income tax 

Federal income tax 

Total State and Federal income taxes 

Gross-up Revenue Factor 

Therefore, the composite rate is: 
Federal 
State 
Total 

State Income Tax Calculation 
Assume pre-tax income of 

Production credit @ 6% 

Taxable income for State income tax 

State Tax Rate 

State Income Tax 

2012 
Federal & State 

Production Credit 
WI 6% 20 12 State 
Tax Rate Included 
$ 100.0000 

5.6400 

94.3 GOO 
9% 

100% 
9.00% 

8.4924 

85.8676 

30.0537 

$ 35.6937 

64.3063 

3 0” 0 5 3 7% 
5.6400% 

35.6937% 

$ 100.0000 

6.0000 

94.0000 ( 3 2 ) - ( 3 4 )  

6.0000% 

5.6400 ( 3 6 ) *  ( 3 8 )  



KENTUCKY UTILITIES COMPANY 

Response to Commission Staff’s First Request for Information 
in Appendix B of Commission’s Order Dated January 2,2013 

Case No. 2012-00546 

Question No. 6 

Witness: Robert M. Conroy 

Q-6. Provide the actual average residential customer’s usage. Rased on this usage amount, 
provide the dollar impact the overhnder recovery will have 011 the average residential 
customer’s bill for the requested recovery period. 

A-6. The actual average residential customer’s usage for the 12-months ending November 30, 
2012 is 1,188 kWh per month. Actual average monthly usage for residential customers 
will vary from month to month depending upon the time period of the year. 

Rased upon distributing the net over-recovered position of $218,511 in one month, the 
ECR billing factor will be lower by approximately .21% for that month. For a residential 
customer using 1,188 kWh per month the impact of the adjusted ECR billing factor 
would be a decrease of approximately $0.21 on that month’s bill, using rates and 
adjustment clause factors in effect for the January 201 3 billing month. 


