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DIRECT TESTIMONY OF LANE KOLLEN

I. QUALIFICATIONS AND SUMMARY
1

2 Q. Please state your name and business address.

3 A. My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

4 ("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell,

5 Georgia 30075.

6

7 Q. Please state your occupation and employer.

8 A. I am a utility rate and planning consultant holding the position of Vice President

9 and Principal with the firm of Kennedy and Associates.

10

11 Q. Please describe your education and professional experience.

12 A. I earned a Bachelor of Business Administration in Accounting degree and a

13 Master of Business Administration degree from the University of Toledo. I also
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1 earned a Master of Arts degree from Luther Rice University. I am a Certified

2 Public Accountant ("CPA"), with a practice license, and a Certified Management

3 Accountant ("CMA").

4 I have been an active participant in the utility industry for more than thirty

5 years, initially as an employee ofThe Toledo Edison Company from 1976 to 1983

6 and thereafter as a consultant in the industry since 1983. I have testified as an

7 expert witness on planning, ratemaking, accounting, finance, and tax issues in

8 proceedings before regulatory commissions and courts at the federal and state

9 levels on nearly two hundred occasions, including numerous proceedings before

10 . the Kentucky Public Service Commission involving Kentucky Utilities Company

11 ("KU"), Louisville Gas and Electric Company ("LG&E"), Kentucky Power

12 Company, East Kentucky Power Company and Big Rivers Electric Corporation.

13 My qualifications and regulatory appearances are further detailed in my

14 Exhibit (LK-1),

15

16 Q. On whose behalf are you testifying?

17 A. I am testifying on behalf of the Kentucky Industrial Utility Customers, Inc.

18 ("KIUC"), a group of large customers taking electric service at retail from KU

19 and LG&E (also referred to individually as "Company" or collectively as

20 "Companies").

21

22 Q. What is the purpose of your testimony?
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1 A. The purpose of my testimony is to summarize the KIUC revenue requirement

2 recommendations, to address specific issues that affect each Company's revenue

3 requirement and to quantify the effects of the return on equity recommendation

4 sponsored by KIUC witness Mr. Richard Baudino.

5

6 Q. Please summarize your testimony.

7 A. I recommend that the Commission increase KU's base rates by no more than

8 $47,565 million, a reduction of at least $87,721 million compared to its requested

9 increase of $135,285 million. I recommend that the Commission increase

10 LG&E's base rates by no more than $26,977 million, a reduction of at least

11 $67,997 million compared to its requested increase of$94,973 million.

12 The following table lists each KIUC adjustment and the effect on each

13 Company's claimed revenue deficiency, which include the adjustments I address

14 and the effect of the return on common equity recommendation sponsored by

15 KIUC witness Mr. Richard Baudino.

16
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Louisville Gas and Electric Company and Kentucky Utilities Company
Summary of Revenue Requirement Adjustments-Jurisdictional Bectric Operations

Recommended by KiUC
For the Test Year Ended October 31,2009

($ Millions)

KU LG&E

Increase Requested by Company 135.285 94.973

KIUC Adiustments:

Operating Income issues
R^'ect Company's Proforma Adjustment to Remove Unbilled Revenues
Correct Off-System Sales Revenue Adjustment for ECR
Normalize Off-System Sales Revenues
include KU Share of EEI Earnings
Normalize KU Share of EEI Earnings
Eliminate COS One-Time Impementation Expense
Update Pension and OPEB Expense
R^ect Bimination of Kentucky Coal Tax Credit Through Property Taxes
Correct Error in Trimble County 2 Advanced Coal ITC Permanent Difference

(3.745)
(0.639)
(9.987)
(2.488)

(16.722)
(1.348)
(0.522)
(4.032)
(0.444)

(2.871)
(0.168)

(22.717)

(1.443)
(1.688)
(2.637)
(0.104)

Cost of Capital issues
Reflect Average Short Term Debt
Reflect Short Term Debt Rate of 0.2% and Long Term Debt Rate of 4.58%
Reflect Retum on Equity of 9.7%
Biminate EEI Reductions to Capitalization

(1.567)
(0.285)

(46.895)
0.954

(9.344)
(0.256)

(26.769)

Total KiUC Adjustments to Companies' Corrected Requests (87.721) (67.997)

KIUC Recommended Reductions from Present Base Rates 47.565 26.977

I have structured my testimony into two additional sections consistent with

the categories of issues on the preceding table and address each issue in the

sequence listed on the preceding table. The amounts cited throughout my

testimony are electric jurisdictional amounts unless otherwise indicated.
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2

3 Unbilled Revenues Should Not Be Eliminated

4

5 Q. Please describe the Companies' adjustments to remove unbilled revenues for

6 ratemaking purposes.

7 A. KU and LG&E propose reductions to their test year electric operating revenues of

8 $3,745 million $2,871 million, respectively, to remove unbilled revenues from

9 their per books revenues for ratemaking purposes. These adjustments convert

10 their revenue accounting from the unbilled revenues methodology actually used

11 for accounting purposes to a meters read methodology that is not used for that

12 purpose.

13

14 Q. Please describe the difference between the unbilled revenues and meters read

15 methodologies for recognizing revenues.

16 A. The Companies actually recognize (accrue) revenues on their accounting books

17 using the unbilled revenues methodology, not the meters read methodology. The

18 unbilled revenues methodology matches the revenues in the month with the

19 service provided (electricity delivered) and the costs incurred to provide that

20 service. In contrast, the meters read methodology only recognizes (accrues)

21 revenues when the meters and ratepayers are billed; however, this process occurs

22 as much as a month after service was provided (an average of half a month).

23 Thus, the meters read methodology introduces a lag of approximately a half a

24 month in the recognition ofrevenues after service was provided.
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2 Q. The Companies proposed a similar adjustment in Case Nos. 2003-00433 and

3 2003-00434 and again in Case Nos. 2008-00251, and 2008-00252. What was

4 the resolution of the issue in those proceedings?

5 A. The Commission did not adjudicate the unbilled revenues issue as a contested

6 issue in any of those proceedings. KIUC opposed this unbilled revenues

7 adjustment in Case Nos. 2003-00433 and 2003-00434, but the KIUC testimony

8 was withdrawn in conjunction with the settlement of the revenue requirement

9 issues between the Companies and KIUC. In response to the Attorney General's

10 opposition to the settlement, the Commission found that certain of the adjustments

11 in the Companies' filings, including the unbilled revenues adjustment in those

12 cases, were "reasonable;" however, there was no record opposition to those

13 adjustments due to the withdrawal of KIUC's testimony. In none of the cases did

14 the settlements address or adopt the Companies' adjustment to eliminate unbilled

15 revenues and the parties to the settlements, including KIUC, reserved their rights

16 to adjudicate the issues in the case in the future.

17 The Attorney General opposed the settlement in Case Nos. 2003-00433

18 and 2003-00434, but did not argue either for or against the adjustment to

19 eliminate unbilled revenues. The Attorney General argued only that the

20 Commission should adjust expense levels to correspond to the unbilled revenues

21 adjustment. The Commission rejected the Attorney General's proposal.

22
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1 Q. Should the Commission accept the Company's adjustment to restate its per

2 books accounting revenues and utilize the meters read methodology for

3 ratemaking purposes?

4 A. No. There is no principled basis to accept this adjustment. The Companies do

5 not use the meters read methodology for accounting purposes and the

6 Commission should not use it for ratemaking purposes. The primary reason that

7 the unbilled revenues methodology is used for accounting purposes is that it

8 matches the revenues earned and expenses incurred each month. Under the

9 unbilled revenues accounting, the revenues are earned and recognized when the

10 Companies provide service, not when the meters are read. At the same time, all

11 the expenses to provide service also are recognized on an accrual basis when the

12 Companies provide service, not in some subsequent month when the Companies

13 actually pay those expenses. Thus, the Companies' accounting itself ensures that

14 there is a proper matching between the revenues earned and the expenses incurred

15 to generate those revenues. There is no reason to accept an adjustment for

16 ratemaking that disturbs this matching properly recognized for accounting

17 purposes.

18 In contrast to the conceptual soundness of the unbilled revenue

19 methodology for both accounting purposes and ratemaking purposes, the meters

20 read methodology results in a mismatch of revenues and expenses by redefining

21 the test year and thereby shifting revenues in and out of the actual test year. This

22 occurs because revenues in any one month are based on meter reads for service

23 partially provided in the prior month. Thus, if the meters read methodology is
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1 adopted for ratemaking purposes, the revenues are not measured based on service

2 provided during the test year, but rather for a different twelve month period

3 extending from the approximate midpoint of the month preceding the test year

4 through the approximatemidpoint of the last month of the test year.

5 Thus, the Companies* proposal to use the meters read methodology for

6 ratemaking purposes creates an unjustified mismatch in the test year between

7 revenues and expenses by improperly redefining the test year for revenues. The

8 unbilled revenues methodology provides the best matching between revenues and

9 expense and preserves the definition of the test year for the revenue component of

10 the ratemaking formula.

11

12 Off-Svstem Sales Revenue Adjustment For ECR Is ImproDerlv Calculated

13

14 Q. Please describe the Companies' adjustments to reduce off-system sales

15 revenues for the portion of the ECR revenue requirement allocated to off-

16 system sales.

17 A. KU proposes an adjustment to reduce OSS revenues by $3,723 million and LG&E

18 proposes an adjustment to reduce OSS revenues by $2,034 million. The

19 computations for each Company are detailed on Mr. Rives' Exhibit 1 Schedule

20 1.07. To compute the amount of the reduction, the Companies computed an

21 annualized simple average of the test year monthly ECR factors (percentages) and

22 then multiplied this annualized simple average percentage times the total test year

23 OSS revenues to compute the reduction for the ECR environmental costs

24 allocated to off-system sales.
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2 Q. Are the computations mathematically correct?

3 A. No. The Companies should have used a weighted average percentage instead of a

4 simple average percentage. The OSS revenues and the ECR factors vary

5 considerably each month. Computing a simple average of these factors does not

6 properly capture the monthly variations and overstates the average ECR factor

7 used to compute the ECR revenue requirement allocated to and thus, the reduction

8 to the OSS revenues.

9

10 Q. Have the Companies provided corrected computations using a weighted

11 average of the monthly ECR factors?

12 A. Yes. KU provided corrected computations in response to Staff 2-29(c). The

13 corrected computations result in a reduction to OSS revenues of $3,084 million

14 compared to the KU's computation of S3.723 million in its filing. Consequently,

15 the correction reduces the KU revenue requirement by $0,639 million. I have

16 attached a copy of the KU response to Staff 2-29(c) as my Exhibit (LK-2).

17 LG&E provided corrected computation in response to Staff 2-33(c). The

18 corrected computations result in a reduction to OSS revenues of $1,866 million

19 compared to the LG&E's computation of $2,034 million in its filing.

20 Consequently, the correction reduces the LG&E revenue requirement by $0,168

21 million. I have attached a copy of the LG&E response to Staff 2-33(c) as my

22 Exhibit (LK-3).

23
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1 Q. Is there another error reflected in the Companies' adjustments to reduce off-

2 system sales revenues for the portion of the ECR revenue requirement

3 allocated to off-system sales?

4 A. Yes. The Companies' failed to reduce their adjustments to reflect the rate

5 increases that are authorized in these proceedings. To the extent there are rate

6 increases in these proceedings, retail revenues will increase, the percentage of

7 retail revenues to total revenues will increase and the percentage of off-system

8 sales revenues to total revenues will decrease, assuming that the off-system sales

9 revenues (or margins) are not adjusted from test year levels. If the Commission

10 normalizes off-system sales margins as I propose, this may result in an increase in

11 the adjustment if normalized off-system sales revenues, in addition to off-system

12 sales margins, can be separately quantified for purposes of this adjustment.

13

14 Q. Have you quantifled the effect of correcting this error?

15 A. No. The effect is dependent upon the Commission's decisions in this proceeding

16 on all revenue requirement issues, but should be incorporated as one of the final,

17 if not the final, adjustment in the computation of the Companies' revenue

18 deficiencies.

19

20 Off-Svstem Sales Margins Should Be Normalized
21

22 Q. Have the Companies normalized their profits from off-system sales?

23 A. No.

24
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Were the Companies' off-system sales margins normal in the test year?

No. The Companies' off-system sales margins hit historic lows during the test

year compared to prior years. I have summarized the Companies' OSS margins

for the last five years on the following table:

Kentucky Utilities Company and Louisville Gas and Electric Company
History of Off-System Sales Revenues and Margins

($)

Kentucky Utilities Company

Twelve Months Ended 12-31-2005

Twelve Months Ended 12-31-2006

Twelve Months Ended 12-31-2007

Twelve Months Ended 12-31-2008

Twelve Months Ended 10-31-2009

Louisville Gas and Electric Company

Twelve Months Ended 12-31-2005

Twelve Months Ended 12-31-2006

Twelve Months Ended 12-31-2007

Twelve Months Ended 12-31-2008

Twelve Months Ended 10-31-2009

Intersystem
Off-System Sales

Revenues

Monthly ECR Filings

128,185.637

85,421,897
50,719,786

96,723,316

45,113,208

259,612,909
207,530,954
163,023,282

238,629,677
169,469,043

Off-System Sales
Cost of Fuel

Monthly Fuel Filings

95,156,288
65,809,314

40,752,971

83,791,493
40,629,402

191,833,293
167,326,722

134,076,606

189,093,281
151,248,885

Off-System
Sales

Margins

33,029,349
19,612,583

9,966,815
12,931,823

4,483,806

67,779,616
40,204,232

28,946,676

49,536,396
18,220,158

What factors affect the OSS margins?

There are three primary factors: wholesale market prices, volume of sales, and

cost of sales. The OSS revenues are determined by the wholesale market prices at

the time of sale times the volume of sales in those hours. The OSS margins are

the OSS revenues less cost of sales. Thus, if wholesale market prices are at a low-

point, then OSS revenues and margins also will be at a low-point, all else equal.

6

7

8

9

10

11

12

13

14

15 Q. Does the generation available to the Companies also affect OSS margins?
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1 A. Yes. The more generation, the more OSS margins, assuming that the cost to

2 generate and deliver is less than the market prices available, all else equal. The

3 level of generation is an important consideration in the amount of OSS margins

4 that should be included for the test year. The Companies have proposed that

5 ratepayers pay for the depreciation of and the return on the new Trimble County 2

6 unit in rates that will be effective in this proceeding, but the Companies have not

7 proposed an adjustment to increase OSS margins resulting from the additional

8 energy that will be available for sale.

9

10 Q. Were wholesale market prices also at a low-point during the test year?

11 A. Yes. Wholesale market prices are measured at various delivery points, such as

12 the PJM Western Hub and the MISO Into Cinergy hub. Historic data is available

13 from the Intercontinental Exchange ("ICE") and forward information is available

14 from CME Group, at least for the PJM Western Hub. The following chart

15 provides the PJM Western Hub average actual annual on-peak prices for the years

16 2005 through 2009 and the forward average annual on-peak prices for the years

17 2010 through 2015.

18
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Q. Why is the fact that OSS margins are at a low-point significant in

quantifying the base revenue requirements in these proceedings?

A. Although the Companies' OSS margins are significant and volatile, the

Commission's historic practice for KU and LG&E has been to include these

margins in base rates rather than crediting them through some other mechanism.

Test year disparities in this case compared to normalized levels will be embedded

in base rates until base rates are reset again. If the OSS margins are not

normalized, then ratepayers will be harmed (and the Companies improperly

enriched) until base rates are reset in the next base rate proceeding. Thus, it is

vitally important that base rates reflect a normal amount of OSS margins or that

the Commission adopt an alternative recovery method that allows ratepayers and

the Companies to share in the increases or reductions from the amounts included

in base rates.
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1 Q. Have the Companies normalized other revenues and expenses?

2 A. Yes. The Companies included adjustments to weather/temperature normalize

3 retail revenues and expenses, normalize storm damage expense, and normalize

4 injuries and damages expense, among others.

5

6 Q. Is the normalization of OSS margins consistent with the normalization of

7 retail revenues and various expenses reflected in the Companies' filings?

8 A. Yes. Normalization adjustments are made when there are demonstrably

9 anomalous revenue or expense levels and the revenues or expenses can vary

10 significantly due to circumstances largely outside the control of the utility. The

11 adjustments necessary to normalize each of these revenue and expense

12 adjustments is based on historic data that is averaged to determine the "normal"

13 and restate the actual test year amounts to a normalized and ongoing level for

14 ratemaking purposes. For example, the Companies' proposed

15 weather/temperature normalization ofrevenues is based on "normal" temperatures

16 over a 30 year period. The Companies' proposed normalization of storm damage

17 expense removes the expenses incurred for severe storms for deferral and

18 amortization and averages the remaining less-severe storm expenses over an

19 approximate 10 year period. The Companies' proposed normalization of injuries

20 and damages expense averages these expenses over an approximate 10 year

21 period.

22
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1 Q. Do the Companies agree that normalization adjustments are necessary and

2 appropriate so that revenues and expenses will be representative on a going-

3 forward basis?

4 A. Yes. This is the principle underlying the Companies' adjustments to

5 weather/normalize retail revenues and numerous other normalization adjustments

6 to revenues and expenses. Company witness Mr. Seelye stated this principle on

7 page 41 ofhis Direct Testimony as follows:

8

9 The underlying principle is that when rates go into effect as a result of
10 a general rate case, those rates wiU represent a level of revenue that
11 will allow the utility to recover its reasonably incurred costs on a
12 going-forward basis. This principle holds regardless of whether a
13 projected test year or a historical test year is used to set rates. When
14 rates are based on a historical test year, pro-forma adjustments are
15 made to test-year operating results so that revenues and expenses will
16 be representative on a going-forward basis. This is the principle
17 behind adjusting certain test-year operating results to reflect a going-
18 forward level of expenses and revenues for things such as storm
19 damage expenses, injuries and damages, and year-end levels of
20 customers ... or annualizing other revenues and expenses (e.g.,
21 depreciation expense and wages and benefits expense) to reflect the
22 full amount on a going forward basis.
23

24 Q. Did the Commission adopt an alternative recovery mechanism for Kentucky

25 Power Company to address volatility in the OSS margins?

26 A. Yes. The Commission adopted a System Sales Clause ("SSC") for Kentucky

27 Power Company and its ratepayers in conjunction with a settlement of a base rate

28 case many years ago. The SSC effectively operates to normalize OSS margins on

29 an ongoing basis by providing a sharing of the margins above or below certain

30 threshold amounts that are embedded in base rates.
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2 Q. Do you recommend that the Commission adopt an SSC in these proceedings?

3 A. KIUC does not believe the Commission can impose an SSC on the parties absent

4 specific statutory authorization, but the parties could agree to an acceptable

5 version of such a recovery mechanism.

6

7 Q. Have you quantified the effect of your recommendation to normalize the OSS

8 margins?

9 A. Yes. The effect is to reduce the KU revenue requirement by $9,987 million and

10 the LG&E revenue requirement by $22,717 million. I computed the average of

11 the OSS margins for calendar years 2005 through 2008 and the test year. I

12 obtained the OSS revenues from the Companies' monthly environmental

13 surcharge filings and the fuel costs fi-om the Companies' monthly fuel adjustment

14 clause filings. The computations are detailed on my Exhibit (LK-4).

15

16 EEI Earnings Should be Incorporated in Revenue Requirement (KU Only)

17

18 Q. Please describe the KU investment in Electric Energy, Inc. ("EEI").

19 A. KU and several other utilities invested in EEI in the early 1950s. EEI was formed

20 to own, build and operate an electric generating facility in Joppa, Illinois to

21 supply power to the United States Atomic Energy Commission. Excess power

22 was sold to the sponsoring utilities, including KU, pursuant to cost-based

23 contracts, through 2005. The gross capacity of the plant currently is 1,162 mW,
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1 consisting of a 1,086 mW coal-fired plant and 76 mW in combustion turbine

2 capacity.

3 KU owns 20% of EEL Other utilities, all of which are now owned by

4 Ameren, own the other 80% of EEL KU is entitled to 20% of the EEI earnings

5 and 20% of the EEI dividends. Prior to January 1, 2006, KU was entitled to 20%

6 of the EEI capacity and energy pursuant to cost-based contracts, which included

7 the return of and on its 20% share of the EEI rate base.

8 KU recognizes its share of the EEI earnings using the equity method of

9 accounting. It recognizes its share of the EEI earnings below the line in account

10 418.1, Equity in Earnings of Subsidiary Companies, although EEI is not a KU

11 subsidiary. The KU share of EEI earnings each year is added to KU's account

12 216.1, Unappropriated Undistributed Subsidiary Earnings. The KU share of EEI

13 dividends is then used to reduce the amount in account 216.1 and to increase

14 KU's account 216, Unappropriated Retained Earnings. The EEI dividends have

15 no effect on KU's common equity capitalization; the dividends only affect which

16 common equity account the cumulative EEI earnings are reported. KU provided a

17 description of its ownership and accounting for its share of EEI in response to

18 KIUC 1-40, 1-61 and 1-62. I have attached a copy of each of these responses as

19 my Exhibit (LK-5), Exhibit (LK-6), and Exhibit (LK-7), respectively.

20

21 Q. Please describe how the Commission historically reflected the purchased

22 power expense and EEI investment in KU's revenue requirement.
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1 A. The Commission historically provided the Company recovery of the purchased

2 power expense pursuant to its cost-based contract with EEI through a combination

3 of base rates and the fuel adjustment clause. In this manner, the Commission

4 provided KU a return of and on its rate base investment in EEI through the

5 purchased power expense recovered through base rates. To avoid a double

6 recovery of these costs already included in purchased power expense, the

7 Commission did not include KU's share of EEI eamings or its EEI investment in

8 the revenue requirement.

9

10 Q. Please describe the change in circumstances that occurred on January 1,

11 2006.

12 A. KU discontinued purchasing cost-based power from EEI on January 1, 2006.

13 Companies witness Mr. Thompson describes this change in his Direct Testimony

14 at page 8 in this proceeding as follows:

15

16 [Tjhe available supply has decreased as KU no longer purchases
17 energy from Electric Energy, Inc. ("EE Inc"). In 2006, KU's power
18 supply agreement with EE Inc expired under its own terms and the
19 majority owners of EE Inc, over KU's objection, elected to pursue
20 market-based pricing authority. Under a long-standing agreement,
21 KU had been purchasing 200 MW of relatively low-cost base load
22 energy, the equivalent of approximately 1,450 GWh of energy each
23 year.
24

25 Q. What were the results of this change on KU's costs and its earnings?

26 A. Since January 1, 2006, KU's fuel and purchased power costs have increased

27 compared to the "relatively low cost-based capacity and energy" obtained through
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1 the cost-based contract with EEL KU now must generate or purchase at higher

2 cost or sell less energy off-system than if the cost-based capacity and energyhad

3 remained available. The reductions in energy available have reduced the off-

4 system sales margins that otherwise would be used to reduce KU's base revenue

5 requirement. In addition to this increase in the base revenue requirement, the loss

6 of this low-cost energy has compounded the harm to ratepayers through the fuel

7 adjustment clause.

8 At the same time that the costs to ratepayers increased, KU's share of EEI

9 earnings increased; however, KU retained the EEI earnings for its shareholder and

10 reported the earnings below the line, while the increased costs were recovered

11 from ratepayers. Prior to 2006, KU's share of EEI earnings was relatively minor,

12 primarily due to the fact that most of EEI's power was sold pursuant to cost-based

13 contracts to its owners and only the excess was sold into the wholesale market.

14 However, after 2005, KU's share of EEI earnings increased dramatically through

15 2008. EEI's earnings then declined in the test year due to the effects of the

16 recession on the wholesale power market. KU's share of EEI earnings on a

17 before tax basis was $29,406 million in 2006, $26,359 million in 2007, $29,549

18 million in 2008, and $2,855 million in the test year, according to KU's response

19 to KIUC 1-61(f). If the wholesale power market recovers as the forward price

20 curves suggest they will, then KU's share of EEI earnings will increase from the

21 low-point test year amounts.

22
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1 Q. Has KU changed the methodology used in its filing to reflect the change in

2 circumstances since the end of 2005 when the EEI cost-based contract was

3 terminated?

4 A. No. The Company's failure to change the methodology to reflect the change in

5 circumstances improperly and artificially increased its claimed revenue

6 requirement. KU excluded the EEI earnings from the revenue requirement. In

7 addition, KU reduced its capitalization by $1,295 million, the amount of its

8 original investment in EEI through prorata reductions to all capitalization

9 components, and reduced account 216 Undistributed Subsidiary Earnings by

10 $6,207 million. However, these adjustments no longer are appropriate. There no

11 longer is a need to avoid double counting the EEI earnings and investment in the

12 revenue requirement because KU no longer incurs the EEI cost-based purchased

13 power expense.

14

15 Q. Now that the cost-based contract has terminated, should the Commission

16 continue to make the adjustments that were necessary in the past to avoid

17 double counting the cost of the contract when it was in effect?

18 A. No. The Commission should reassess these adjustments given the change in

19 circumstances. Although KIUC addressed this issue in Case No. 2008-00341, the

20 case was settled without any adjudication of this issue.

21

22 Q. How should the Commission proceed on this issue?
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1 A. I recommend that the Commission incorporate KU's share of EEI earnings as a

2 reduction to the Company's revenue requirement and include KU's EEI

3 investment in its capitalization. This will reflect the facts as they exist now that

4 the contract with EEI has been terminated and there no longer is any need to

5 avoid a double recoveryof the Company's costs. First, KU is the entity that owns

6 the 20% share of EEI, not some subsidiary of KU or any other affiliated entity.

7 KU's investment in EEI is recorded in account 123, Investment in Associated

8 Companies. The investment is a '̂ utility" investment, not a "non-utility"

9 investment. Thus, KU's share of the EEI earnings and investment in EEI should

10 be included in operating income and capitalizationunless it is necessary, as it was

11 in the past, to exclude the earnings and investment to avoid double counting the

12 related cost for ratemaking purposes.

13 Second, the effects of losing the "relatively low cost-based capacity and

14 energy" obtained through the cost-based contract with EEI already are being

15 recovered and will continue to be recovered by KU through base rates and the fuel

16 adjustment clause. KU's share of the EEI earnings should be used to defray these

17 increased costs going forward.

18

19 In short, the Commission's historic practice of excluding the EEI earnings

20 and capitalization firom the Company's revenue requirement no longer is

21 appropriate. These amounts now should be included due to the change in

22 circumstances since the Company's last base rate case.

23
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1 Q. How should the Commission incorporate the ££I earnings and capitalization

2 in the revenue requirement?

3 A. First, the Commission should incorporate KU's share of the EEI earnings before

4 tax as a reduction to the revenue requirement. Second, the Commission should

5 eliminate all adjustments to reduce the KU capitalization for the EEI investment.

6 In this manner, the Company's operating income will be increased to include the

7 EEI earnings and KU's capitalization no longer will be reduced to exclude the

8 EEI investment for ratemaking purposes.

9

10 Q. Have you quantified the effect on KU's revenue requirement of

11 incorporating the EEI earnings and capitalization?

12 A. Yes. The effect is to reduce KU's revenue requirement by $1,515 million. Thisis

13 the net effect of a reduction of $2,488 million in the revenue requirement for the

14 test year EEI earnings before tax offset in part by an increase of $0,973 million to

15 eliminate all of the Company's adjustments to capitalization for the EEI

16 investment shown on the Company's revised Exhibit 2. To quantify the effect of

17 eliminating the Company's adjustments to capitalization, I recomputed the

18 weighted average cost of capital and then multiplied this change in the weighted

19 cost of capital times the increase in capitalization. The computations are detailed

20 on my Exhibit (LK-8).

21

22 EEI Earnings Should Be Normalized (KU Onlvl

23
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1 Q. In addition to including the £EI earnings, should the Commission normalize

2 the test year EEI earnings?

3 A. Yes. The test year EEI earnings were at a low-point compared to the prior years.

4 The EEI earnings should reflect the normalized level represented in the calendar

5 years 2006-2008 and the test year, similar to my recommendation to normalize

6 OSS margins and similar to the Companies' numerous normalization adjustments

7 relying on averaging techniques, such as those used for storm damage expense

8 and injuries and damages expense. Similar to the OSS margins, the EEI margins

9 are significant and volatile. It would not be appropriate to use the low-point for

10 the EEI eamings in the test year as a representative and going-forward level.

11

12 Q. Have you quantified the effect of your recommendation?

13 A. Yes. The effect is to increase the EEI eamings by an additional $16,722 million

14 on a before tax basis and to reduce the revenue requirement by an equivalent

15 amount. I quantified this normalization adjustment by computing the average of

16 the EEI eamings amounts on a before tax basis for the 2006, 2007, and 2008

17 calendar years and the test year and then subtracting the test year amount. These

18 computations are detailed on my Exhibit (LK-9).

19

20 CCS One-Time Implementation Expense Should Be Eliminated

21

22 Q. When the Companies replaced their mainframe application with a new

23 Customer Care System, did they incur one-time implementation expenses in

24 the test year?
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1 A. Yes. KU incurred one-time implementation expenses of $1,349 million (total

2 Company less amounts charged below the line) during the test year, according to

3 its response to KIUC 1-44. LG&E incurred one-time implementation expenses of

4 $1,443 million (total electric and gas less amounts charged below the line) during

5 the test year, according to its response to KIUC 1-42. I have attached a copy of

6 the KU response to KIUC 1-44 as my Exhibit (LK-10) and the LG&E response

7 to KIUC 1-42 as my Exhibit (LK-11).

8

9 Q. Should the Commission include these one-time expenses in the revenue

10 requirement?

11 A. No. These amounts were incurred to implement the CCS and are not recurring

12 expenses, a fact that was acknowledged by KU in response to KIUC 1-44 and by

13 LG&E in response to KIUC 1-42. These expenses are more akin to capital costs

14 because they were incurred to install the CCS and were not incurred to operate the

15 CCS on an ongoing basis. As an alternative to simply removing these expenses

16 from the test year, the Commission could direct that they be added to the capital

17 costs of the CCS.

18

19 Pension and OFEB Expense Should Be Updated

20

21 Q. Have the Companies updated their pension, other post retirement benefits

22 ("OFEB") and other post employment benefits expenses since they made

23 their filings?
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1 A. Yes. The Companies have revised their expenses based on the results of the 2010

2 Mercer Study. The Companies included annualization adjustments for these

3 expenses in their filings based on a preliminary 2010 Mercer Study, Based on the

4 Companies' revisions, KU's expenses should be reduced by $0,522 million and

5 LG&E's by $1,688 million.

6 KU included $20,476 million ($22,956 million times 89.197%

7 jurisdictional factor from Exhibit 1 Schedule 1.17) in its filing. This amount

8 should be reduced to $19,954 million ($22,371 million fi*om response to Staff 2-

9 40 times 89.197% jurisdictional factor).

10 LG&E included $24,383 million ($30,479 million total Company times

11 80% electric allocation from Exhibit 1 Schedule 1.17) in its filing. This amount

12 should be reduced to $22,695 million ($28,369 million fi:om response to Staff 2-

13 40 times 80% electric allocation).

14

15 Kentucky Coal Tax Credit Should Not Be Eliminated

16

17 Q. Please describe the Companies' proposal to remove the Kentucky coal tax

18 credit from income tax and property tax expenses.

19 A. The Companies propose to remove this tax credit fi"om their property tax expense

20 for ratemaking purposes, althou^ the Companies will continue to be eligible for

21 these credits through 2010. KU proposes to remove $1,644 million from income

22 tax expense ($1,681 million total Company times 97.803% jurisdictional

23 allocation from Exhibit 1 Schedule 1.43) and $1,415 million fi'om property tax

24 expense ($1,612 million total Company times 87.792% jurisdictional allocation
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1 from Exhibit 1 Schedule 1.38). The KU adjustments have the effectof increasing

2 its revenue requirement by $4,032 million ($1,644 million increase in income tax

3 expense divided by 0.6281 gross up factor plus $1,415 million increase in

4 property tax expense).

5 LG&E proposes to remove $1,038 million from income tax expense

6 (Exhibit 1 Schedule 1.43) and $0,977 million from property tax expense (Exhibit

7 1 Schedule 1.38). The LG&E adjustments have the effect of increasing its

8 revenue requirement by $2,637 million ($1,038 million increase in income tax

9 expense divided by 0.6252 gross-up factor plus $0,977 increase in property tax

10 expense).

11

12 Q. How do the Companies record the Kentucky coal tax credits for accounting

13 purposes?

14 A. The Companies record these credits in the year after the coal purchases are made.

15 The credit applicable to the coal purchases in 2009 will not be recorded on the

16 Companies' accounting books until 2010. The credit is first applied against the

17 state income tax expense and if it cannot be fully utilized in that manner, is then

18 applied to the property tax expense. To the extent the credit is applied to income

19 tax expense, the revenue requirement effect would be the expense amount

20 grossed-up for income taxes. To the extent the credit is applied to property tax

21 expense, there would be no gross-up for income taxes. In any event, the credit

22 will continue to reduce the Companies' income tax expense or property tax

23 expense through 2010.
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1

2 Q. How do the test year amounts compare to the actual amounts for calendar

3 year 2009 that will be recognized by the Companies in 2010?

4 A. The test year amounts are less when measured on a revenue requirements basis.

5 KU will recognize $5,555 million (total Company) in reduced property tax

6 expense in 2010 based on its actual 2009 coal purchases, according to its response

7 to KIUC 1-45. I have attached a copy of KU's response to KIUC 1-45 as my

8 Exhibit (LK-12).

9 LG&E will recognize $3,535 million in reduced property tax expense in

10 2010 based on its actual 2009 coal purchases, according to its response to KIUC

11 1-44. I have attached a copy of LG&E*s response to KIUC 1-44 as my

12 Exhibit (LK-13).

13

14 Q. Why do the Companies propose to remove these amounts from their test year

15 revenue requirements?

16 A. The Companies claim that the credit applies only to coal purchases through 2009

17 and that the credit is a contingent credit based on coal purchases above a 1999

18 baseline, according to Mr. Miller's Direct Testimony on pages 2-3.

19

20 Q. Are the credits recognized in the test year contingent?

21 A. No. These amounts were recognized based on actual 2008 coal purchases.

22

23 Q. Are the credits that will be recognized in 2010 contingent?
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1 A. No. These amounts will be recognized based on actual 2009 coal purchases,

2 which are known and measurable.

3

4 Q. Should the Commission reflect the Kentucky coal tax credit in the

5 Companies' revenue requirement?

6 A. Yes. The Companies had eligible purchases in 2009 and will record the credits on

7 their accounting books in 2010. The credit will not disappear until 2011.

8 Consequently, the Companies' proposal constitutes a selective post-test year

9 adjustment reaching into 2011, some two years after the end of the test year.

10

11 If Coal Tax Credit Ts Eliminated. Then Clean Coal Incentive Tax Credit Should Be

12 Included

13

14 Q. Is there another tax credit that >vill replace the coal tax credit in 2010 when

15 TC 2 becomes operational?

16 A. Yes. KRS 141.428 provides a $2 per ton clean coal incentive tax credit for

17 eligible Kentucky coal purchases, as described by Mr. Miller in his Direct

18 Testimony on page 3. The Companies plan to apply for the credit for the TC2

19 coal purchases, also according to Mr. Miller, although the Companies have not

20 yet done so.

21 The tax credit is available for eligible coal purchases used by the taxpayer

22 in a certified clean coal facility, which the statute defines as "an electric

23 generation facility beginning commercial operation on or after January 1, 2005, at

24 a cost greater than one hundred fifty million dollars ($150,000,000) that is located
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1 in the Commonwealth of Kentucky and is certified by the Environmental and

2 Public Protection Cabinet as reducing emissions of pollutants released during

3 generation of electricity through the use of clean coal equipment and

4 technologies." KU provided a copy of the statute in response to KlUC 1-46, a

5 copy of which I have attached as my Exhibit (LK-14.

6

7 Q. Have the Companies provided any evidence that they will not qualify for this

8 tax credit?

9 A. No.

10

11 Q. Have the Companies estimated the value of the tax credit under certain

12 assumptions?

13 A. Yes. KU estimates that it will purchase 804,938 tons of Kentucky coal assuming

14 an 85% capacity factor, according to its response to KIUC 2-11. LG&E estimates

15 that it will purchase 188,813 tons under the same assumptions, according to its

16 response to KIUC 2-8. I have attached a copy of the Companies' responses as my

17 Exhibit (LK-15) and Exhibit (LK-16), respectively.

18 Under these parameters, the KU tax credit will be $1,413 million (804,938

19 tons times $2 per ton tax credit times 87.792% jurisdictional allocation from

20 Exhibit 1 Schedule 1.38 used for the Kentucky coal tax credit in the test year).

21 Under the same parameters, the LG&E tax credit will be $0,378 million (188,813

22 tons times $2 per ton tax credit).



Lane Kollen

Page 30

1 If KU applies the tax credit to its state income tax expense, it will reduce

2 its revenue requirement by $2,250 million ($1,413 million reduction in income

3 tax expense divided by 0.6281 gross up factor). If KU applies the tax credit to its

4 property tax expense, it will reduce its revenue requirement by the same amount

5 as the tax credit. Similarly, if LG«&E applies the tax credit to its state income tax

6 expense, it will reduce its revenue requirement by $0,605 million ($0,378 million

7 reduction in income tax expense divided by 0.6252 gross-up factor. If LG&E

8 applies the tax credit to its property tax expense, it will reduce its revenue

9 requirement by the same amount as the tax credit. 0.6252.

10

11 Q. Do you recommend that the Commission use the clean coal incentive tax

12 credit to quantify the Companies' revenue requirements?

13 A. No. I recommend that the Commission use the test year coal tax credit and reject

14 the Companies' proposal to eliminate any coal tax credit and to ignore the clean

15 coal incentive tax credit. However, if the Commission does not use the test year

16 coal tax credit, then it should use the clean coal incentive tax credit. The

17 Companies' should not be allowed to retain the benefits of these tax incentives.

18

19 Error In Trimble County 2 ACITC Permanent Difference Should Be Corrected

20

21 Q. Was there an error in the Companies' filings on Exhibit 1 Schedule 1.45

22 (adjustment to taxable income for permanent difference on Advance Coal

23 Investment Tax Credit)?
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1 A. Yes. The Companies identified this error in response to Staff 2-47. The KU

2 filing reflected a permanent difference of $1.475 million; however, it should have

3 been $1,031 million. The LG&E filing reflected a permanent difference of

4 $0,346 million; however, it should have been $0,242 million. Consequently,

5 KU's revenue requirement should be reduced by $0,444 million and LG&E's by

6 $0,104 million.

7

8 III. RATE OF RETURN ISSUES

9

10 Short-Term Debt Is Understated

11

12 Q. Please describe the amount of short term debt the Companies included in

13 their capitalization.

14 A. KU included $17,360 million and LG&E included $0 of short term debt in their

15 adjusted capitalization. These were the amounts outstanding on October 31,

16 2009, the last day of the test year.

17

18 Q. How do the amounts included in their filings compare to the actual amounts

19 of short-term debt used during the test year?

20 A. They were substantially lower than the actual amounts used during the test year.

21 For KU, the average daily balances by month during the test year ranged firom a

22 low of negative $0,478 million (total Company) to a high of $118,573 million

23 (total Company), or an average over the test year of $37,727 million (total

24 Company), according to KU's response to KIUC 1-48. I have attached a copy of
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1 KU's response to KIUC 1-48 as my Exhibit (LK-17).

2 For LG&E, the average daily balances by month during the test year

3 ranged from a low of $103,615 million to a high of $330,075 million, or an

4 average over the test year of S162.824 million, according to LG&E's response to

5 KIUC 1-47. I have attached a copy of LG«&E's response to KIUC 1-47 as my

6 Exhibit (LK-18).

7

8 Q. How does the amount of short-term debt actually used by the Companies

9 compare to their total capitalization for the test year?

10 A. For KU, the average balance of short term debt represented slightly more than 1%

11 of its total capitalization. For LG&E, the average balance represented slightly

12 more than 7% of its total capitalization.

13

14 Q. What is the signiflcance of the fact that the Companies actually used larger

15 amounts of short term debt during the test year than the amounts reflected

16 in their filings?

17 A. The significance is that the Companies' actual costs are lower, and in the case of

18 LG&E, substantially lower, than portrayed in their filings and these lower costs

19 are not reflected in their claimed revenue requirements. If the Commission does

20 not reflect an appropriate amount of short-term debt in the capital structure, the

21 Companies will recover from ratepayers an excessive cost of capital grossed-up

22 for income taxes, but actually will finance using substantially lower cost short-

23 term debt. This would allow the Companies to effectively arbitrage their recovery
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1 from ratepayers by assuming for ratemaking purposes that they would use a lower

2 amount (KU) or no amount (LG&E) of low cost short-term debt financing, but

3 then actually use additional amounts of short term debt and retain the savings.

4 The Companies' present cost of short-term debt is 0.20%, according to the

5 monthlyupdates of its cost of capitalprovided in theseproceedings in response to

6 Staff 1-43. In contrast to this extremely low cost of short-term debt, KU's overall

7 cost of capital is 8.32%, as shown on Exhibit 2 in its filing and grossed-up for

8 income taxes is 11.99%. LG&E's overall cost of capital also is 8.32%, as shown

9 on Exhibit 2 in its filing and grossed-up for income taxes is 12.04%. Thus, the

10 increased cost to ratepayers of the Companies' ratemaking arbitrage is substantial.

11

12 Q. Would the use of the average monthly amounts of short term debt during the

13 test year provide a better measure of the short term debt that should be

14 reflected in capitalization than a single day at the end of the test year?

15 A. Yes. The average monthly amounts of short term debt during the test year reflect

16 the normalized amounts of short term debt based on the Companies' actual usage

17 of this low cost form of financing, unlike the amounts that happen to be

18 outstanding on a single day at the end of the test year. As I noted previously, the

19 amounts of short term debt outstanding vary from month to month and from day

20 to day. In recognition of this fact, other Commissions, such as the Georgia Public

21 Service Commission, have adopted the use of a 13 month average.

22 In contrast, the amount of short-term debt outstanding on the last day of

23 the test year does not properly capture the use of this low cost form of financing



Lane Kollen

Page 34

1 either in the historic test year or going forward. Almost by definition, the balance

2 on the last day of the test year does not reflect a normalized amount of short term

3 debt. At least in concept, a utility could manipulate its short term debt balance so

4 that it was either lower on the last day of the test year or $0 in anticipation of a

5 rate case filing in order to increase its cost of capital and claimed revenue

6 requirement.

7

8 Q. Should the Commission temper the use of the actual 13 month average test

9 year short term debt for LG&E?

10 A. Yes. The use of the actual 13 month average for LG&E is not representative of

11 the Company's policy for maintaining such balances below $100 million.

12 Consequently, the Commission should limit the amount of short term debt of

13 LG&E to the $100 million pursuant to the Companies'policy. The Companies

14 claim in response to KIUC 2-13 (KU) and KIUC 2-10 (LG&E) that they "have a

15 well established operating practice of keeping short-term debt below $100 million

16 (excluding debt incurred to acquire tax-exempt bonds) to preserve liquidity

17 available to response to unanticipated cash needs or adverse long-term debt

18 market conditions." They claim that the balance of short-term debt "will move

19 daily within this range as a result of working capital and capital project funding

20 needs."

21

22 Q. Have you quantified the effect of using the average monthly amounts of short

23 term debt during the test year in lieu of the amounts on October 31, 2009
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1 included in the Companies' filings?

2 A. Yes. The effect is to reduce the KU's revenue requirement by $1,567 million and

3 LG&E's revenue requirement by S9.344 million. I capped the LG&E short-term

4 debt at $100 million. The computations are detailed on my Exhibit (LK-19)

5 for KU and my Exhibit (LK-20) for LG&E. In Section I of each exhibit, I

6 reflect the grossed-up cost of capital included in that Company's filing using the

7 Company's cost of capital from Exhibit 2 from each of their filings.

8 For KU, in Section II, I added $18,061 million (total Company) to the per

9 books short term debt ($37,727 million test year average less $19,666 million on

10 October 31, 2009) and reduced the long-term debt and common equity by an

11 equivalent amount on a prorata basis. For LG&E, in Section II, instead of the

12 $162,824 million actual 13 month test year average, I added $100,000 million

13 (total electric and gas) to the per books short term debt ($100,000 million cap less

14 $0 on October 31, 2009) and reduced the long-term debt and common equity by

15 an equivalent amount on a prorata basis.

16 I computed the difference in the grossed up rate of return in Section II

17 compared to Section I and then multiplied the difference in the grossed-up rate of

18 return times KU's jurisdictional and LG&E's electric total capitalization,

19 respectively.

20

21 Cost of Long-Term Debt Should be Updated

22
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1 Q. The Commission's historic practice in base rate proceedings is to update the

2 utility's cost of debt prior to the record being closed. Have the Companies

3 updated their cost of debt in response to Staff discovery?

4 A. Yes. The Companies updated their costs of short term debt and long term debt as

5 of February 28, 2010 in updated responses to PSC 1-43 filed on March 31, 2010.

6 2008. KU's cost of short term debt declined to 0.20% from 0.22% in its filing

7 and its cost of long-term debt declined to 4.66% from 4.68% in its filing.

8 LGt&E's cost of short term debt declined to 0.20% from 0.22% in its filing and its

9 cost of long-term debt declined to 4.58% from 4.61% in its filing. I have attached

10 KU's update as my Exhibit (LK-21) and LG&E's update as my

11 Exhibit (LK-22).

12

13 Q. Have you quantified the effect of these reductions in the costs of short-term

14 debt and long-term debt on the Companies' revenue requirements?

15 A. Yes. The effect is to reduce KU's revenue requirement by $0,285 million and

16 LG&E's revenue requirement by $0,256 million. The computations are detailed

17 on my Exhibit (LK-19) for KU and Exhibit (LK-20) for LG&E. I made

18 these changes in Section III of these two exhibits and computed the difference in

19 the grossed up rate of return compared to Section 11. I then multiplied the

20 difference in the grossed-up rate of return times KU's jurisdictional and LG&E's

21 electric total capitalization, respectively.

22

23 Cost of Common Equitv Should Be Reduced to Reflect Reasonable Level

24
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1 Q. Have you quantified the revenue requirement effects of the KIUC return on

2 common equity recommendation addressed by Mr. Richard Baudino?

3 A. Yes. The effect is to reduce KU's jurisdictional revenue requirement by $46,895

4 million and LG&E's electric revenue requirement by $26,769 million. The

5 computations are detailed on my Exhibit (LK-19) for KU and Exhibit (LK-

6 20) for LG&E. I made the change to the return on common equity in Section IV

7 of these two exhibits and computed the difference in the grossed-up rate of return

8 compared to Section III. I then multiplied the difference in the grossed-up rate of

9 return times KU's jurisdictional and LG&E's electric total capitalization,

10 respectively.

11

12 Q. What is the effect on the revenue requirement of each 1.0% return on

13 common equity?

14 A. For KU, the effect on the revenue requirement of each 1.0% return on common

15 equity is $26,053 million. For LG&E, the effect is $13,942 million.

16

17 Q. What is the pretax return on common equity requested by the Companies

18 and that recommended by KIUC?

19 A. The pretax return on common equity requested by KU is 18.23%. The pretax

20 return on common equity requested by LG&E is 18.31%. The pretax return on

21 common equity recommended by KIUC is 15.44% for KU and 15.38% for LG&E

22 (the difference is due to slight differences in the effect of the Section 199

23 deduction). The pretax return is the return on common equity that must be
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1 recovered from ratepayers in the revenue requirement. It includes federal and

2 state income taxes that must be recovered in the revenue requirement, but that are

3 expensed by the Companies in computing theirearned returns. For thispurpose, I

4 included only the income tax gross-up to the retum on common equity, although

5 the revenue requirement also includes a gross-up for bad debt and the

6 Commission assessment fee.

7

8 Investment In EEI Adjustments Should Be Eliminated (KU Only)

9

10 Q. In conjunction with your recommendation to include the EEI earnings and

11 investment in the revenue requirement, have you eliminated KU's

12 adjustments to capitalization?

13 A. Yes. I eliminated the adjustments to reduce capitalization for KU's original

14 investment in EEI, which it allocated across all components. This adjustment

15 increases capitalization by $1,295 million. I also eliminated the adjustment to

16 reduce common equity for the undistributed EEI earnings. This adjustment

17 increases the common equity component of capitalization by $6,208 million.

18 These two adjustments should be made only if the Commission includes the EEI

19 eamings in Operating Income, as I recommended in that section of my testimony.

20

21 Q. Have you quantified the effect of eliminating these two KU adjustments on

22 KU's revenue requirement?

23 A. Yes. The effect is to increase the KU revenue requirement by $0,973 million. The

24 computations are detailed on my Exhibit (LK-19). In Section V of this exhibit,
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1 I eliminated the KU's two EEI adjustments and recomputed the total

2 capitalization and the grossed-up cost of capital. I computed the difference in the

3 grossed-up rate of return in Section V compared to Section IV. I then multiplied

4 the difference in the grossed-up rate of return times KU's jurisdictional

5 capitalization adjusted for these changes.

6

7 Q. Does this complete your testimony?

8 A. Yes.
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proprietary and nonproprietary software systems used by utilities for budgeting, rate case support and
strategicand financial planning.
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1986 to

Present: J. Kennedy and Associates. Inc.; Vice President and Principal. Responsible for utility
stranded cost analysis, revenue requirements analysis, cash flow projections and solvency,
financial and cash effects of traditional and nontraditional ratemaking, and research,
speaking and writing on the effects of tax law changes. Testimony before Connecticut,
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Maryland, Minnesota, New York,
North Carolina, Ohio, Pennsylvania, Tennessee, Texas, West Virginia and Wisconsin state
regulatory commissions andtheFederal Energy Regulatory Commission.

1983 to

1986: Energy Management Associates; Lead Consultant.
Consulting in the areas of strategic and financial planning, traditional and nontraditional
ratemaking, rate case support and testimony, diversification and generation expansion
planning. Directed consulting and software development projects utilizing PROSCREEN
II and ACUMEN proprietary software products. Utilized ACUMEN detailed corporate
simulation system, PROSCRBENII strategic planning system andother custom developed
software to support utility rate case filings including test year revenue requirements, rate
base, operating income and pro-forma adjustments. Also utilized these software products
for revenue simulation,budget preparationand cost-of-service analyses.

1976 to

1983: The Toledo Edison Company: Planning Supervisor.
Responsible for financial planning activities including generation expansion planning,
capital and expense budgeting, evaluation oftaxlaw changes, ratecase strategy and support
and computerized fmancial modeling using proprietary and nonproprietary software
products. Directed the modeling and evaluation ofplanning alternatives including:

Rate phase-ins.
Constructionproject cancellationsand write-offs.
Construction project delays.
Capacity swaps.
Financing alternatives.
Competitive pricing for off-system sales.
Sale/leasebacks.

J. KENNEDY AND ASSOCIATES, INC.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

CLIENTS SERVED

Industrial Companies and Groups

Air Products and Chemicals, Inc.
Airco Industrial Gases

Alcan Aluminum

Armco Advanced Materials Co.

Armco Steel

Bethlehem Steel

Connecticut Industrial Energy Consumers
ELCON

Enron Gas Pipeline Company
Florida Industrial Power Users Group
Gallatin Steel

General Electric Company
GPU Industrial Intervenors

Indiana Industrial Group
Industrial Consumers for

Fair Utility Rates - Indiana
Industrial EnergyConsumers- Ohio
KentuckyIndustrialUtility Customers, Inc.
Kimberly-Clark Company

Lehigh Valley Power Committee
MarylandIndustrial Group
Multiple Intervenors(New York)
National Southwire

North Carolina Industrial

Energy Consumers
Occidental Chemical Corporation
Ohio Energy Group
Ohio Industrial Energy Consumers
Ohio Manufacturers Association

Philadelphia Area Industrial Energy
Users Group

PSI Industrial Group
Smith Cogeneration
Taconite Intervenors (Minnesota)
West Penn Power Industrial Intervenors

West Virginia Energy Users Group
Westvaco Corporation

Regulatorv Commissions and

Government Agencies

CitiesinTexas-New MexicoPowerCompany'sService Territory
Cities in AEP Texas Central Company's Service Territory
Cities in AEP Texas North Company's Service Territory
Georgia PublicService Commission Staff
Kentucky Attorney General's Office, Division ofConsumer Protection
Louisiana Public Service Commission Staff
Maine Office of Public Advocate

New York State Energy Office
Office ofPublic Utility Counsel (Texas)

J. KENNEDY AND ASSOCIATES, INC.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

Allegheny Power System
Atlantic City Electric Company
Carolina Power & Light Company
Cleveland Electric Illuminating Company
Delmarva Power & Light Company
Duquesne Light Company
General Public Utilities

Georgia Power Company
Middle South Services

Nevada Power Company
Niagara Mohawk PowerCorporation

Utilities

Otter Tail Power Company
Pacific Gas & Electric Company
Public Service Electric & Gas

Public Service ofOklahoma

Rochester Gas and Electric

Savannah Electric & Power Company
Seminole Electric Cooperative
Southern California Edison

Talquin Electric Cooperative
Tampa Electric
Texas Utilities

Toledo Edison Company

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdict.

10/86 U-17282 LA

Interim

11/86 U-17282

Interim

Rebuttal

12/86 9613

LA

KY

1/87

3/87

4/87

4/87

5/87

5/87

7/87

7/87

7/87

U-17282 LA

Interim ISlhJudida]

District CL

General

Order 236

U-17282

Prudence

M-100

Sub 113

WV

LA

NC

86-524-E- WV

SO

U-17282

Case

In Chief

U-17282

Case

In Chief

Surrebuttal

U-17282

Prudence

Surrebuttal

86-524

E-SC

Rebuttal

LA

LA

LA

WV

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Louisiana Public

Service Commission

Staff

Louisiana Public

Service Commission

Staff

Alb>mey General
Div. of Consumer

Protectiai

Louisiana Public

Sennce Commission

Staff

WestVirginia Energy
Users' Group

Louisiana Public

Service Commission

Staff

Nordi Carolina

Irvfustrial Etrergy
Consumers

WestVigbla
Energy Users'
Group

Louisiana Public

Service Commission

Staff

Louisiana Public

Service Commission

Staff

Louisiana Public

Service Comnusslon
Staff

WestVirginia
EnergyUsers'
Grrxjp

Gulf States

UtiTitles

Gulf Stales

Utilities

Big Rivers
Electric Corp.

Gulf Stales

Utilities

Mmcngahela Power
Co.

Gulf States

Utilities

Duke Power Co.

Idonongatiela Power
Co,

Gulf States

Utilities

Gulf Stales

Utilities

Gulf States

Utilities

Monongahela Power
Co.

Exhibit (LK-1)
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Subject

Cash revenue requirements
financial solvency.

Cash revenuerequirements
financla] sr^ency.

Revenue requirements
accounting adjustments
finandat workout plan.

Cash revenue requirements,
financial solvency.

Tax Reform Act of 1986.

Prudence of River Bend 1,

economicanalyses,
cancellation studies.

Tax RefixmAclof 1985.

Revenue requirements.
Tax Reform Act of1985.

Revenue requirements,
River Bend 1 phase-in plan,
financtal solvency.

Revenue requirements
River Bend 1 phase-in plan,
financial solvency.

Prudence of River Bend 1,
economicanalyses,
cancellation studies.

Revenue requirement,
Tax ReformAclof1986.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdict

8/87 9885 KY

8/87 E^15/GR- MN

87-223

10/87 870220^1 FL

11/87 87-07^1 CT

1/88 U-17282 lA

m 9934

2/88 10064

5/88 10217

KV

KY

KY

5/88 M-87017 PA
-icoot

5/88 M-87017 PA

-2C005

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Attorney General
Div.of Consumer

Protection

Taconite

Intervenors

Occidental

Chemical Corp.

Connecticullndustrial

Energy Consumers

Louisiana Public

igthJudidal Service Commission

District Cl

Kentixiky Industrial
Utility Customers

Kentucky Industhal
UQity Custoners

Alcan Aluminum

Nalional Soulhwire

CPU Industrial

Intervenors

GPU Industrial

Intervenors

Bg Rivers Electric
Corp.

Minnesota Power &

Light Co.

Florida Power

Corp.

Connecticut Light
&PcvrerCo.

Gulf Stales

Utilities

LouisvilleGas
& Electric Co.

LoutsviOeGas

&Electric Co.

Big Rivers Electric

U-17282 LA Louisiana Public
19th Judicial Service Commission
District CL

Metropolitan
Edison Co.

Pennsylvania
Electric Co.

Gulf States

Utilities

7/88 M-87017.

-1C001

Rebuttal

PA GPU Industrial

Intervenors

Meltopoillan
EdiSOTCo.

Exhibit (LK-n
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Subject

Finandai workout plan.

Revenue requirements, 08M
expense, Tax Reform Act
of 1986.

Revenue requirement, O&M
expense. TaxRelcrm Ad
of 1986.

Tax Reform Ad of 1986.

Rever\ue requirements,
River Bend 1 phasennplan,
rate of return.

Economics ofTrimble County
completioa

Revenue requirements, O&M
expense, capital structure,
excess deferred income (axes.

Financial workout plan.
Corp.

Ntmutiiity generator deferred
cosl recovery.

Nonuliiity generator deferred
cost recovery.

Prudence of River Bend 1

economicanalyses,
cancellation studies,

financial modeling.

Nonuliiity generator deferred
costrecovery, SFASNo. 92

X KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdtct.

m M-87017- PA

•20005

Rebuttal

9/88 88^25 OT

9/88 10064 KY
Rehearing

10/88 88.170- OH

EL-AIR

10/88 88-171- OH

EL-AIR

10/88 8800

355^1

FL

10/88 37804/ GA

11/88 U-17282 LA
Remand

12/88 U.17970 LA

12/88 U-17949 U

Rebuttal

2/89 U-17282 LA
Pfiasell

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

(^U Industrie

Inten/enors

Connecticut

industrial Energy
Consumers

Kentucky industrial
Utility Customers

Otiio Industrial

Energy Consumers

Ohio Industrial

Energy Consumers

Florida Industrial

Fewer Users'Group

Georgia Public
Service Commission

Staff

Louisiana Public

Service Commission

Staff

Louisiana Public

Serwe Commission

Staff

Louisiana Public

Service Commhsion

Staff

Louisiana Public

Service Commission

Staff

Pennsytvania
Electric Co.

Connectlcul Light
& Power Co.

Louisville Gas

& Electric Co.

Cleveland Electric

Illuminating Co.

Toledo Edison Co.

Florida Power &

Light Co.

Atlanta GasLight
Co.

GuHStates

Utilities

AT&TCommunications

of South Central

States

South Central

Bell

Gulf States

Utilities

Exhibit (LK-1)
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Subject

Nonudlity generator deferred
cost recovery, SFAS No. 92

Excess deferred taxes, O&M

expenses.

Premature retirements, interest

expense.

Revenue requirements, phase-in,
excess deferredtaxes, O&M
expenses,financial
considerations, working capital.

Revenue requirements, phase-in,
excess deferred taxes. O&M
expenses, financial
considerations, woiWng capital.

Tax Reform Act of 1986, tax

expenses,O&M expenses,
pension expense (SFAS No. 87).

Pension expense (SFAS No. 87).

Rate base exclusion plan
(SFAS No. 71)

Pension expense (SFAS No. 87).

Compensated absences (SFAS No.
43), pension expense (SFAS No.
87), Part32,income tax
rormalization.

Revenue requirements, phase-in
ofRiver Bend 1, recovery of
canceledplant

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdict

6/89 881602-EU FL

fl90326^U

7/89 U-17970 LA

8/89 8555 TX

m 384(R) GA

9/89 U-17282 lA
Phase II

Detailed

10/89 8080 TX

10/89 8928 TX

10/89 R-891364 PA

11/89 R-891364 PA

12/69 Surrebuttal
(2Filif^s)

1/90 U-17282 LA

Phase)!

Detailed

Rebuttal

1/90 U-17282 LA
Phase III

3/90 890319^1 FL

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Takjuin Electric
Coc^erative

Ldisiana Public

Seivice Commission

Staff

Occidental Chemical

Corp.

Georgia Public
S^vice Commission

Stan

Louisiana Public

Service Commission

Staff

Enrcsi Gas Pipeline

EnrcnGas

Pipdine

Philadelphia Area
Indistrid Energy
UsersGroup

Philadelphia Area
Industrial Energy
UsersGroup

Louistana Public

Senrice Commission

Staff

Louisiana Put^io

Service Commission

Staff

Florida Industrial
PowerUsersGroup

Talquin/City
ofTallahassee

AT&T Communications

of South Central

States

Houston Lighting
& Power Co.

Georgia Power Co.

Gulf States

Utilities

Texas-New Mexico

Power Co.

Texas-New Mexico

Power Co.

Philadelphia
Electric Co.

Philadelphia
Electric Co.

Gulf States

Utilities

Gulf Stales

Utilises

Florida Power
&Light Co.

Exhibit (LK-1)
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Subject

Economic analyses, incremental
cost-of-service, average
cuslomier rates.

Pension expense {SFAS No. 87),
ccmperrsated absences (SFAS No. 43).
Part 32.

CarKellaCon cost recovery, lax
expense, revenue requirements.

Promotional practices,
advertising, economic
development

Revenue requirements, detailed
InvestigaSon.

Deferred accounSng treatment
sde/leaseback.

Revenue requirements, imputed
capital structure, cash
wotlung capital.
Revenue requirements.

Revenue requirements,
sale/leaseback.

Revenue requirements
detailedinvestigaSon.

Phase-In ofRiverBend1,
deregulated asset plan.

O&M expenses.TaxReform
Act of 1986.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict.

4/90 690319^1

Rebuttal

m U-17282

9/90 90-158

FL

LA

igji Judicial

District Ct

KY

12/90 U-17282 LA

Phase IV

3/91 29327, NY
et al.

5/91 9945 TX

9/91 P-910511 PA

P-910512

9/91 91-231

-E-NC

WV

11/91 U-17282 LA

12/91 91-410- OH

ELAIR

12/91 10200 TX

Party

Expert Testimony Appearances
of

Lane Kolien

As of April 2010

Utility

Fkxida lixlustrla]

PowerUsersGroup

Lorisiana Public

Sei^ Commission

Kentucky industrial
Utility Customers

Louisiana Pubfic

Servtee Commission

Staff

Multiple
Intetvenors

Office of Public

Utility Counsel
ofTexas

Allegheny Ludlum Corp.,
Armco Advanced Matshals

Co.,TheWest Penn Power
Industrial Users'Group

WestVirginia Energy
UsersGroup

Louisiana Public

Service Commission

Staff

Air Products and

Chemicals, Inc.,
ArmcoSteel Co.,

General ElectricCo.,
industrial Energy
Consumers

Office of Public

Utility Counsel
ofTexas

Florida Power

&Light Co.

Gulf States

Utilities

Louisville Gas &

Electric Co.

Gulf States

Utilities

Ni^ara Mohawk
PowerCorp.

El Paso Electric

Co.

West Penn Power Co.

Monongaheia Power
Co.

Gulf Stales

Utilities

Cincinnati Gas

& Electric Co.

Texas-New Mexico

Power Co.

Exhibit {LK-\)
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Subject

O&M expenses.TaxReform
Act of 1986.

Fuelclause, gainonsale
ofutility assets.

Revenue requirements, post-test
year additions, forecasted test
year.

Revenue requirements.

Incenttve regulation.

Financial modeling, economic
analyses, prudence ofPalo
Verde 3.

Recovery ofCAAA costs,
leastcostfinandng.

Recovery ofCAAA costs, least
cost financing.

Assetimpairment deregulated
asset plan, revenue require
ments.

Revenue requirements, phase-in
plan.

Finandallntegrity, strategic
planning, declined business
affiliatiorts.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict

5«2 910890^1 FL

8/92 R^22314 PA

9/92 92-043 KY

9/92 920324-S FL

9/92 39348 IN

9/92 910&4O-PU FL

9/92 39314 IN

11/92 U-19904 LA

11/92 B649 MO

11/92 92-1715- OH

AU-COl

12/92 R-00922378 PA

12/92 U-19949 LA

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

OccidentalChemical

Corp.

GPU Industrial

Intervenors

K^tucky Industrial
Utility Coisumers

Flofida Industrial

PowerUsers'Group

Indiana Industrial

Group

Florida Industrial

Pcwer Users'Group

Industrial Consumers

for Utility Rales

Loisiana Putilic

Service Commission

Staff

Westvaco Corp.,
Eastaico AluminumCo.

Ohio Manufacturers

Association

Armco Advanced

Materials Co.,

The WPP Industrial

Intervenore

Louisiana Public

Service Commission
Staff

Ftoiida PowerCorp.

Metropolitan Edison
Co.

Generic Proceeding

TampaElectric Co.

GenericProceeding

Generic Proceeding

Indiana Michigan
Power Co.

Guif Stales

Uflities/Entergy
Corp.

Potomac Edison Co.

Generic Proceeding

West Penn Power Co.

South Central Bell

Exhibit (LK-1)
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Subject

Revenue requirements, O&M expense,
pension expense, OPEB expense,
fossil dismantllrg, nudear
decommissioning.

incentive regulation, performance
rewards, purchased povrerrisk,
OPEBexpense.

OPEBexpense.

OPEBexpense.

OPEB expense.

OPEBexpense,

OPEBexpense.

Merger.

OPEB expense.

OPEB expense.

Incentive regulation,
performance rewards,
purchased power risk,
OPEBexpense.

Affiliate transactions,
cost allocations, merger.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdlct

R-O0922479 PA

1/93 8487 m

1/93 39498

3/93 92-11-11 CT

3/93 U-19904 LA

(Surrebutlal)

3/93 93^1 OH

EL-EFC

3/93 EC92- FERC
21000

ER92-80frt)00

4/93 92-1464- OH
EL-AIR

4/93 EC92-
21000

FERC

ER92-^-000

(Rebuttal)

9/93 93-113 KY

9/93 92-490, KY
92-490A,
91M5aC

10/93 U.17735 LA

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Philacielptila Area
Industrial Energy
Users' Group

Maryland Industrial
Group

PSIIrrdusMal Group

Connecticut industrial

EnergyConsumers

Louisiana Public

Sersrice Commission

Staff

Ohb Industrial

Energy Consumers

lorffilana Public

Set\nce Commission

Air Products

Armco Steel

Industrial Energy
Consumers

Louisiana PuMic

Service Commission

Kentucky Industrial
Utility Customers

Kentucky Industrial
Utility Customers and
Kentucky Atfomey
G^erat

Louisiana Public

Service Commission

Staff

PhlladelplTla
Electric Co.

Baltimore Gas &

ElectricCo.,

Bethlehem SteelCorp.

PS!Energy, Inc.

Connecticut Light
& Power Co-

Gulf States

Utilltles/Enlergy

Ohio Power Co,

GulfStates

Utilllies/Entergy
Corp.

Cincinnati Gas &

Electric Co.

GulfStates

Ulilities/Entergy
Corp.

Kentucky Utilities

Big Rivers Electric
Corp.

Cajun Electric Power
Coop^ative

Exhibit (LK-1)
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Subject

OPEBexpense.

OPEBexpense, deferred
fuel, CWIP Inrate base

Refunds due to over-

collection of taxes on

Marble Hillcancellation.

OPEB expense.

Merger.

Corp.

AfHliate transacticms, fuel.

Merger,

Revenuerequirements,
phase-inplan.

Merger.

Fuel clause and coal contract

refund.

Disallowances and restitutionfor
excessive fuelcosts, illegal artd
improper payments, recovery ofmine
dosure costs.

Revenuerequirements, debt
restructuring agreement. River Bend
cost recovery.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdict.

1i94 U-20647 LA

4/94 U-20647 LA
(Surrebutt^)

sm U-20178 LA

9/94 U-19904 LA

InitialPost-

Merger Earnings
Rewew

9/94 U-17735 LA

10/94 3905-U GA

10/94 525&4J 6A

11/94 U-19904 LA
Initial Post-

Merger Earnings
Review

(Rebuttal)

11/94 U-17735 LA
(Rebuttal)

4/95 R-00943271 PA

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

UtilityParty

Louisiana Public

Service Commission

Staff

Louisiana Public

Service Commission

Staff

Louisiana Puttie

Service Commission

Staff

Louisiana Public

Service Commission

Staff

Louisiana Public

Commission

Staff

Georgia Public
Service Commission

Staff

Georgia Public
Service Commission

Staff

Louisiana Public

Service Commission

Staff

Louisiana Public

Service Commission

Staff

PP&LIndustrial

Customer Alliance

Gulf States

Utilities Co.

Gulf States

Utilities

Louisiana Power &

LighlCo.

Gulf States

UtiWies Co.

Cajun Electric
PowerCooperative

Southern Bell

Teleptione Co.

Souttiem Bell

Telephone Co.

Gutf States

Utililies Co.

C^unElectric
Power Cooperative

Pennsylvania Power
&Light Co.

Exhibit (LK-1)
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Subject

Audit andinvest^etlon into fuel
clause costs.

Nuclear and fossil unit

p^crmance, fuel costs,
fueldause principles and
guidelines.

Planning andquantification issues
ofleastcost integrated resource
plan.

River Bend phase-in plan,
deregulated assetplan, captd
structure,other revenue
requiremenlissues.

G&T cooperative ratemaking
policies, exclusion ofRiver Berxl,
otherrevenue requirement Issues.

Incentive rateplan, earnings
review.

Allemative regulation, cost
allocation.

River Bend phase-in plan,
d^uiated assetplan, capital
stRJCture, other revenue
requirement issues.

G&T cooperative ratemaking policy,
exdusion of River Bend, other

revenue requirement issues.

Revenue requirements. Fossil
dismantlir^, nudear
decommissioning.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict

6/95 39054J GA

Rebuttal

6/95 U-19904 U

(Direct)

10/95 9502614 TN

10/95 U-21485 lA

(Direct)

11/95 U-19904 LA
(Suiretxittal)

11/95 U.21485 LA

(Supplemental D^)
12/95 U-21485

(Surrebuttal)

1/96 95-299-

ELAIR

95-300-

EL-AIR

2/96 PUCNo.

14965

OH

TX

5/96 954854.08 NM

7/96 8725 MD

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Georgia Public
Service Commission

Louisiana Public

Service Commission

Staff

Tennessee Office of

theAttorney General
Consumer Advocate

Louisiana Public

Service Commission

Staff

Louisiana Public

Service Commtssion

Staff

Louisiana Public

Service Commission

Staff

Industrial Energy
Ccreumers

Office of Public

Utility Counsel

City ofLasCruces

TheMaryland
Industrial Group
and Redland

Genstar, Inc.

Southern Bell

Teiephorte Co.

Gulf States

UtilitiesCo.

Bellsouth

Telecommunfcations,

Ina

Gulf Slates

Ufalties Co.

Gulf States

Utilities Co.

Diwsion

Gulf States

Utilities Co.

ThaToledo Edison Co.

The Cleveland

Electric

Illuminating Co.

Central Power &

Light

El Electric Co.

B^fimcre Gas

&ElectricCo.,
Potomac Electric

Power Co. and

Constdlation Energy
Corp.

Exhibit (LK-1)
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Subject

Incentive regulation, affiliate
transactions, revenue requirements,
rate refund.

Gas, coal, nuclear fuelcosts,
contract prudence, base/fuel
reelignmenl

Affiliate transactions.

NudearO&M, River Bendphase-in
[^an, base/fuel reaitgnmenL NOL
and AllMin asset deferred taxes,
otherrevenue requirement issues.

Gas, coal,nuclearfuelcoste,
contract prudence, base/fuel
realignment.

Nudear08M, River Bendphase-in
plan, base/fuel realignment NOL
and AltMin asset deferred taxes,

otherrevenue requirement issues.

Competition, assetwriteoffs and
revaluation, O&M expense,o^er
revenue requirement issues.

Nuclear decommissioning.

Stranded cost recover,
munidpallzalion.

Merger savings, tracking medianism,
earnings sharing plan, revenue
requirement issues.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict

9/98 U-22092

11/96 U-22092
(Surr^uttal)

LA

10/96 96-327 KY

2/97 R-00973877 PA

3/97 96-189 KY

6/97 TO-97-397 MO

6/97 R-00973953 PA

7/97 R-00973954 PA

7/97 U-22092 U

8/97 97-300 KY

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

UUIity

Louisiana Public

Service Commission

Staff

Kentucky Industrial
Ufili^ Customers, Inc.

Philadelphia Area
Industrial Ene^y
Users Group

Kentucky Industrial
UIBIty Customers, Inc.

MClTelecommunications

Corp., Inc., MClmetro
Access Transmission

Services, Inc.

Philadelphia Area
Industrial Energy
Users Group

PP&L Industrial

Customer Alliance

Louisiana Public

Service Commission

Staff

Kentucky Industrial
Utilily Customers, ina

Entergy Gulf
States, inc.

Big Riveis
Electric Corp.

PECO Energy Co,

Kentucky PowerCo.

Southw«tem Bell

Telephone Co.

PECO Energy Co.

Pe.insylvania Power
&Light Co.

Entergy Gulf
States. Ina

Louisuille Gas

& Electric Co. and

Kentucky Ulllilles
Co.

Exhibit (LK-1)
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Subject

River Bend [rfiase-in plan, base/foe!
realignment, NOL andAltMin asset
deferred taxes, oUierrevenue
requirement issues, aUocaHon of
regulated/nonregulated costs.

Environmental surcharge
recoverable costs.

Stranded costrecovery, regulatory
assets and liabilities, intangible
transition charge,revenue
requiremente.

Environmental surcharge recoverable
costs,systemagreements,
allrjwance inventory,
jurisdic^onal allocation.

Price capregulation,
revenue requirements, rate
of return.

ResTucturing, deregulatjon,
stranded costs,regulatory
assets, liabilities, nuclear
andfossil decommissioning.

Restructuring, deregulation,
stranded costs, regulatory
assets, liabilities, nuclear
and fossil decommissionjng.

Depreciation rates ard
methodologies, River Bend
phasenn plan.

Merger policy, costsavings,
surcredilstiaring mechanism,
revenue requirements,
rale of return.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdict

8/97 R-00973954 PA

(Surratutt^

10/97 97-204 KY

10/97 R-974008 PA

10/97 R.974009 PA

11/97 97-204 KY

(Rebuttal)

11/97 U-22491 U

11/97 R-00973953 PA

(Surrebuttai)

11/97 R-973981 PA

11/97 R.974104 PA

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

PP&Llndustriai

Customer Alliance

Alcan Aluminum Corp.
Soultwire Co.

Metropolitan Edison
Industrial Users

Group

Penelec [ndustrial

Customer AHiance

Alcan Aluminum Corp.
Southwire Co.

Louisiana Public

Service Commission

Staff

Philadelphia Area
Industna] Energy
Users Group

WestPenn Power

Industrial Intervenors

Duquesne [ndustrial
Intervenors

Pennsylvania Power
&UghlCo.

Big Rivers
EleclricCorp.

Metropolitan
Edison Co.

Pennsylvania
Electric Co.

Big Rivers
Electric Corp.

Entergy Gulf
Slates, Inc.

PECO Energy Co.

WestPenn

Power Co.

Duquesne lightCo.

Exhibit (LK-1)
Page 15 of 34

Subject

Restructuring, deregulation,
stranded costs,regulatory
assets, liabilities, nudear
and fossil decommissioning.

Restruchrring, revenue
requirements, reasonableness

Restructuring, deregulalior),
strandedcosts,regulato7
assets, liabilities, nuclear
andfossil decommissioning,
revenue requirements.

Restructuring, deregulab'on,
strandedcosts, regulator
assets, liabilities, nuclear
andfossil decommissioning,
revenuerequirements.

Restructuring, revenue
requirements, reasonableness
of rates, cost albcabon.

Allocation ofregulated and
nonregulated costs, other
revenue reqdrement issues.

RestrucUiring, deregulation,
stranded costs,regulator
assets, liabilities, nuclear
andfossil decommissioning.

Restructuring, deregulation,
strandedcosts,regulat07
assets, liabilities, fossil
decommissicaiing, revenue
requirements, securitization.

Restnicturing, deregulation,
stranded costs, regulatory
assets, liabilities, nuclear
and fossil decommissioning,
revenuerequirements,
securitization.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict.

12/37 R-973981 PA
(Sun^uttal)

12/97 R-974104 PA

(Surrebuttal)

1/98 U-22491 LA
(Surrebuttal)

2/98 8774 MD

3/98 U-22092 LA

(Allocated
StrandedCostIssues)

3/98 839WJ GA

3/98 U-22092 LA
(Allocated
StrandedCost Issues)
(Surrebuttal)

10«8 97-596 ME

10/98 93554J GA

10/98 U-17735 U

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

West Penn Power
Indmtiia] Intervenors

Ditquesne Industiial
Intervenors

LouistanaPubyc

Service Commission

Staff

Westvaco

Louisiana Public

Seivicd Commission
Staff

Georgia Natural
Gas Group,
Georgia Textile
Manu^turers Assoc.

Louisiana Public

Serwce Commission

Staff

Maine Office of tiie

Pubfic Advocate

Georgia Public Service
Commission Adversary Staff

Louisiana Public

Service Commission

Staff

West Penn

Power Co.

Doquesne Light Co.

Entergy Gulf
States, Inc.

Potomac Edison Co.

Entergy Gulf
States, Inc.

Atlanta Gas

Light Co.

Entergy Gulf
States, Inc.

Bartgor Hydro-
Electric Co.

Georgia PowerCo.

Cajun Electric
PowerCooperative

Exhibit (LK-1)
Page 16 of34

Subject

Restructurirg. deregulation,
s^andedcosts,regulatory
assets, liabilities, fossil
decommissioning, revenue
requirements.

Restructuring, deregulation,
stranded costs, regulatory
assets, liabilities, nuclear
and fossil decommissionirq,
revenue requirements,
securltizafa'on.

Allocation ofregulated and
nonregutated costs,
other revenue

requirement Issues.

Me^er ofDuquesne, AE, customer
safeguards, savingssharing.

Restructuring, stranded costs,
regulatory assets, securitization,
regulator mitigation.

Restructuring, unbundlir^,
stranded costs, incentive
regulaliorr, revenue
requirements.

Restmcturing, slrandKl costs,
regulatory assets, securitization,
r^utatorymitigation.

Restructuring, unbundling, stranded
costs,T&D revenue requirements.

Affiliate transactions.

G&T cooperative ratemaking
policy, otherrevenue requirement
issues.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdlct.

11/98 U.23327 LA

12/98 U-23358 LA

(Direct)

12/93 98-577 ME

1/99 98-1(M7 CT

3/99 U-23358 LA

(Surrebuttai)

3/99 98474 KY

3/99 98428 KY

3/99 99^2 KY

3/99 99-083 KY

4/99 U.23358 LA
(Supplemental
Surrebuttai)

4/99 99-03-04 CT

4/99 9902-05 CT

Expert Testimony Appearances
of

Lane Kolien

As of April 2010

UtilityParty

Louisiana Public

Service Coironlssion

Staff

Louisiana Public

Service Commission

Staff

Maine Office of

Public Ad\Rx:ate

Connecticul Industrial

Enegy Consumers

Louisiana Public

Service Commission

Staff

Kentucky Industrial
Utility Customers, ln&

Kentucky Industrial
Utility Customers, Inc.

Kentucky Industrial
Utility Customers, Inc.

Kentucky Industrial
Utility Customers, Inc.

Louisiana Public

Service Commission

Staff

Connecticut Industrial
Energy Consumers

Cainectrcutlrtdustrial

Utility Customers

SWEPCO, CSWand
AEP

Enle^y Gulf
Stales, Inc.

Maine Public

Service Co.

United Illuminating
Co.

Entergy Gulf
States, Inc.

Louisville Gas

and Electric Co.

Kentucky Utilities
Co.

Louisville Gas

and Electric Co.

Kentucky Utilities
Ca

Entergy Gulf
States, Inc.

United illuminating
Co.

Connecticut Lighl
and Power Co.

Exhibit (LK-1)
Page 17 of 34

Subject

fvle^er policy, savings sharing
mechanism, affiliate transaction
conditions.

Allocation ofregulated and
nonregulated costs, taxissues,
andottier revenue requirement
issues.

Restructuring, unbundling,
stranded cost, T&D revenue

requirements.

Strandedcosts, investment tax
credits, accumulated deferred
incometaxes, excess deferred
[[%ome taxes.

Allocation ofregulated and
nonregulated costs, taxissues,
and otherrevenue requirement
issues.

Revenue requirements, alternative
forms ofregulation.

Revenue requirements, alternative
forms ofr^utalion,

Revenuerequirements.

Revenuerequirements.

Allocation ofregulated and
nonregulated costs, taxissues,
andotherrevenue requirement
issues.

Regulatory assetsandliabilities,
stranded costs, recovery
mechanisms.

Regulatory assetsandliabilities
stranded costs, recovery
mechanisms.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict

5/99 9W26 KY
9^62

(Addtional Direct}

5/99 98-474 KY

99083

(Additional
Direct)

5/99 98426 KY

98474

(Responsebo
Amended Applications)

6/99 97-596 ME

6«9 U-23358 LA

7/99 9808^ CT

7/99 U-23327 LA

7/99 97-596 ME
Suirebuttal

7/99 980452- WV

E4Bt

8/99 98-577 ME

Sunebutta!

8/99 98426 KY

' 98082

Rebuttal

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Kentixky industrial
Utility Customers, Inc.

Kenbjcky indistrial
Utility Customers, Inc.

Kentucky Industrial
Utility Customers, Ina

Maine Office of

Put}&cAdvocate

Louisiana Public

PublicService Comm.

Staff

Connectkrul

Industrial Energy
Consumers

Louisiana Public

Service Commission

Staff

Maine Office of

Public Advocate

West Virginia Energy
UsemGroup

Maine Ofticeof

Public Advocate

i^tudcy Industrial
Utility Customers, Ina

Louisville Gas

and Electric Co.

Kentucky Uliiilles
Co.

Louisville Gas

arKjElectnc Co. atvj

Kentucky Utilities Go.

Bar^orHydro-
EieclricCo.

Entergy Gulf
States, inc.

United Illuminating
Co.

Southwestern Electric

PowerCo.,Central
andSouthWestCorp.
and American Electric

Power Co.

BangorHydro-
Electric Co.

Monongahela Power,
Potomac Edison,
Appalachian Power,
Wheeling Power

Maine Public

Service Co.

Louis\niIe Gas and

Electric Co.

Exhibit (LK-1)
Page 18 of 34

Subject

Revenue requiremertts.

Revenue requirements.

Alternative regulation.

Requestforaccounting
orderregarding electric
industry restnjcturing costs.

Affiliate transactions,
cost allocaticns.

Stranded costs,regulatory
assets, tax effects of

asset divestiture.

Merger Settlement and
Stipulation.

Restructuring, unbundling, stranded
cost,T&D revenue requirements.

Regulatory assets and
liaUlities.

Restructuring, unbundling,
stranded costs, T&D revenue
requirements,

Revenue requirements.

J. KENNEDY AND ASSOCIATES, INC.



Data Case Jurisdict.

8/99 98-474

9^3

Rebuttal

8/99 98^2-

E-GI

Rebuttal

10/99 U-24182

Direct

KY

WV

LA

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Kentucky Industrial
Utility Customers, inc.

WeslVirginia Energy
UsersGroup

Louisiana Public

Sen/ice Commission

Staff

Kentucky Utilities Co.

Mwiongahela Power,
Potomac Edison,
Appalachian Power,
Wheeling Power

Entergy Gulf
Slates, Inc.

11/99 21527 TX Dallas-FtWorth
Hospital Council and
Coalition ofIndependent
Colleges and Universities

TXU Electric

11/99

04/00

01/00

U-23358 LA

Surrebuttal

Afhliste

Transactions Review

99-1212-EL-ETPOH-

99-1213-EL.ATA

99-1214-EL-AAM

U-24182

Surrebuttal

LA

05/00 2000-107 KY

05/00 U-24182 LA

Supplemental Direct

05/00 A-110550F0147PA

Louisiana Public

Service Commission

Staff

Greats Cleveland

Growth Associatioi

Louisiana Public

Service Commission

Staff

Kentucky Industriai
UBIi^ Customers, Inc.

Louisiana Public

Service Commission

Staff

Philadelphia Area
Industrial Energy
UsersGroup

Entergy Gulf
States, Inc.

First Energy {Cleveland
ElectncIlluminating,
Toledo Edison)

Entergy Gulf
Stat%, Inc.

Kentucky Power Co.

Entergy Gulf
States, Inc.

PECOEnergy

Exhibit ^(LK-1)
Page 19 of 34

Subject

Revenue requirements.

Regulatory assets and
liabilities.

Allocation ofregulated arxl
nonreguiated costs, affiliate
transactions, tax issues,

and otherrevenuerequirement
issues.

Restructuring, stranded
costs, taxes, securitizafion.

Ser^ce company afHIiate
transaction costs.

Historical review, strandedcosts,
regulatory assets, liabilities.

Allocation ofregulated and
nonreguiated costs,affiliate
transactions, tax issues,
andotherrevenue requirement
issues.

ECRsurcfiarge roll-in to base rates.

Affliate expense
proforma adjustments.

Merger between PECO andUnicorn.

J. KENIVEDY AND ASSOCIATES, INC.



Date Case Jurisdict.

07/00 22344 TX

05/00 99-1658- OH
EL-ETP

07/00 U-2t453 LA

Oa/00 U-24064 LA

10/00 PUC 22350 TX

SOAH 47^00-1015

10/00 R-00974104 PA
Affidavit

11/00 P4)0001837 PA

R-00974008

P-00001838

R-00974009

12/00 U.21453, LA
U-20925.U-22092

(Subdocket C}
SOTebutlal

01/01 U-24993 LA

Direct

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Statewide Generic

Proceeding

Exhibit (LK-1)
Page 20 of 34

Subject

Escalation ofO&M expensesfor
unbundled T&D revenue requirements
inprojected testyear.

The Dallas-Foft Worth

Hospital Council and The
Coalition ofindependent
Colleges andUniversities

AK SteelCorp. Cindnnafi Gas&Electric Co. Regulatory transiton costs, ir^cluding
regulatory assetsandliabilities, SPAS
109,ADIT, EDIT. ITC.

Louisiana Public

Service Commission

Louisiana Public

Service Commission

Staff

The Dalias-Ft Worth

Hospital Council and
TheCoaiifonof

IcKtependent Colleges
And Universities

Duquesne Industoal
Intervenois

Metropolitan Edison
Industrial UsersGroup
Penelec Industrial
Customer Alliance

Louisiana Pubftc

Serwce Commission

Staff

Louistena Public

Service Commission

Staff

SWEPCO

CLECO

TXU Electric Ca

Duquesne Light Co.

Metropolitan Edison Co.
Pennsylvania Eleclric Co.

SWEPCO

EnlergyGulf
States, Inc.

Strandedcosts, regulatory assets
and liabilties.

Affiliate transaction pricing ratemaking
prindptes, subsidization ofnonregulated
affiliates, ratemaking adjustments.

Restnicturing, T&O revenue
requirements, mitigation,
regulatory assets andliabilities.

Fir^laccounUng forstrarxted
costs, including treatment of
auction proceeds, taxes, capital
costs, switchback costs, and
excesspension funding.

Final accounting forstranded costs,
tnduding treatment ofaxtion proceeds,
taxes,regulatory assets and
Itabilihes, transaction costs.

Stranded costs,regulatory assete.

Allocation ofregulated and
nonregulated costs,taxissues,
and otiierrevenuerequirement
issues.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict.

01/01

01/01

01/01

02/01

03/01

U-21453, LA
U-20925, U-22092
(Subdocket B)
Surrebutt^

Case No.

2000^6

Case No.

2000439

KY

KY

A-110300F0095 PA

A-110400F0040

P-00001660

P-00G01861

PA

04/01 U-21453, LA
U-20925,
U-22092

(Subdocket B)
SetllementTerm Street

04/01 U-21453, LA
U-20925.

U-22092

(Subdocket B)
Contested Issues

05/01 U-21453, LA
U-20925,
U-22092

(Subdocket B)
Contested Issues

Transmission and Distribution

Relxjttai

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Loiislana Public

Seivica Commission

Staff

Kentucky Industrid
Utility Customers, inc.

Kentudcy Industrial
UtiCty Customers, Inc.

Mel-€d Industrial

UsersGroup

Penelec Industrial

Customer Alliance

[tielEd Industrial

UsersGroup

Penelec Industrial

Customer Alliance

Louisiana Public

Public Service Comm.

Staff

Louisiana Public

Public Service Comm.

Staff

Louisiana Public

PuWicSenrice Comm.

Staff

Entergy Gulf
States, Irv:.

Louisville Gas

&Electric Co.

Kentucky
Utilities Co.

GPU, Inc.

FiisEnergyCorp/

Metropolitan Edison
Co.andPennsylvania

Bectric Co.

Entergy Gulf
States, Inc.

Entergy Gulf
States, Inc.

Entergy Gulf
States, Inc.

Exhibit (LK-l)
Page 21 of34

Subject

Industry restrucbjring, business
separation plan, organization
stnjcture, twid harmless

conditions, financing.

Recovery ofenvironmental costs,
surcharge mechanism.

Recovery ofenvironmental costs,
surcharge mech^ism.

Merger, smrings, reliability.

Recovery ofcostsdueto
provider oflastresort obligation.

Business separation plan:
settlement agreement onoverall plan
structure.

Business separation plan:
agreements, hold harmless conditions,
separations metitodology.

Bu&ness separation plan:
agreements, hold harmless conditions,
Separationsmethodology.

J, KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

07/01 U-2i453, LA La^iana Public
U-20925, Public Service Comm.
U-22092 Staff

SubdocketB

Transmission and Distribution Term Sheet

Entergy Gulf
States, Inc.

lOiOl 14000JJ

11/01

11/01

14311-U

Direct

Panel wiOi

BoIIn KlCngs

U-25687

Direct

02/02 25230

C2A32

03/02

03/02

U-25687

Surr^uttai

1-1311-U

Rebuttal

Parwlwith

Bolin Killings

143114J

Rebuttal

Panel with

Micheile L Thebeil

03/02 001148-EI

GA

GA

LA

TX

LA

GA

GA

PL

04/02 U-25687 LA
(Supplemental Surrebutt^

04/D2 U-21453, U-20925
and U-22092

Georgia Public
Service Commission

Adversary Staff

Geo^ia Pubiic
Service Commission

Adversary Staff

Louisiana Pubiic

Service Commission

Staff

Georgia Power Company

AOanta GasUghl Co.

Entergy GuifStates, Ina

Daliss FL-Worth Hospital TXU Electric
Council &the Coalitiorrof

IndeperKlent Colleges &Universities

Louisiana Pubiic

Service Commission

Staff

Georgia Public
Serwce Commission

Adversary Staff

Georgia Public
Service Conmission

Adversary Staff

SouthFlorida Hospital
and Healthcare Assoc.

Louisiana Public

Service Commission

Louisiana Public

Service Commission

Entergy Gulf States,Inc.

Atlanta Gas Light Ca

Atlanta Gas Light Co.

Florida Power &Ught Co.

Enleqy Gulf States,Inc.

SWcPCO

Exhibit (LK-1)
Page 22 of 34

Subject

Business separation plan: settlement
agreement on T&D Issues,agreements
necessary toimplement T&D separations,
hold harmless conditions, separatkxis
methodology.

Revenue requirements, Rate PIar», ftrel
dause recovery.

Revenue requirements, revenue forecast
O&M expense, depredation, plant additions.
Ccshwodung capital.

Revenuerequirements, capitalstructure,
allocation ofregulated andnonregulaled costs.
River BmJ uprale.

Stipulation. Regulatory assets,
securitization finandng.

Revenue r^uirements, corporate franchise
tax,conversion to LLC, RiverBenduprate.

Revenue requirements, earnings sharing
plan, service quality standards.

Revenue requirements, revenueforecast
O&ltl expense, depredation, plant additions,
cashworWng capital.

Revenue requirements. Nuclear
life extension, stormdamage accnjals
endreserve, capital structure, O&M expense.

Revenue requirements, corporate franchise
tax, conversion to LLC,River Bend uprate.

Business separation plan, T&D Term Sheet
separations methodologies, hold harmless

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdlct

(SubdocketC)

08/02 EL01-

8&000

FERC

m2 U-25888 LA

09fl)2 2002-00224 KY

2002-00225

11X12 2002-00146 KY

2002-00147

01/03 2002-00169 KY

04/03 2002-00429 KY

2002-00430

Om U.26527 LA

06/03 EL01.

8WX)0

Rebuttal

FERC

06/03 20034W068 KY

11/03 ER03.753^ FERC

Exhibit (LK-1)
Page 23 of 34

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility Subject

Staff

Louisiana Pubfic

Service Commission

Louisiana PubSc

Service Commission

Staff

Kentudcy Industrial
Utillb'es Customers, inc

Kentucky Industrial
Utillt'^ Customers, Inc.

Kentucky Industrial
Utilities Customers, Irw.

Kentucky Industrial
UHIily Customers, Inc.

Louisiana Public

Service Cwnmissfen

Staff

Louisiana PubKc

Service Commission

Kentucky IrKlustriai
UBity Customers

Louisiana PubSc

Service Commission

conditions.

Entergy Services, Inc. System Agreement production cost
andTheEntergy Operating equalization, tariffs.
Companies

Entergy Guff States, Inc. System Agreement production cost
andEntergy l^ulslana, inc. disparities, prudence.

Kentucky Utilities Co.
Louisville Gas &Electric Co.

Kentucky Utilities Co.
LouisvilleGas & Electric Co.

Kentucky Power Co.

Line losses andfuel clause recovery
assodated with off-system s^es.

Environmental compliance costs and
surcharge recovery.

Envirorunental compliance costs and
surcharge recovery.

Extension of merger surcredil,
fl^/.rs inCompanies' studies.

Revenue requirements, corporate
franchisetax,conversion to LLC,
Capital structure, posttestyear
Adjustments.

SystemAgreemenL production cost
equalization, tariff.

Kentucky Utilities Co.
Louisville Gas &ElectricCo.

Entergy Guif Stales,Inc.

Entergy Services. Inc.
and the Entergy Operatmg
Companies

Kentucky Utilifes Co.

Entergy Services, inc.
andtfie Entergy Operating
Companies

Environmental costrecovery,
correction of base rate error.

Unit power [xjrchases andsale
cost-based tariff pursuant toSystem
AgreemenL

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict.

11/03 EROamOOO. FERC
ER03^8^001. arrd
ER0W83O02

ER03^1-000.
ER03^1-001

ER03^82-000.
ER03^&2-001, and
ER03^-002

ER03-744^XI0,
ER03-744^1

(Consolidated)

U-25527 LA

Surrebutlal

12/03 20030334 tCf

20(»O335

12/03 U-27136 LA

03/04 U-26S27 LA

Supplemental
Surrebuttal

03/04 200S00433 KY

03/04 20034)0434 KY

03/04 SOAH Docket TX
47W2459,
PUC Docket

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Louisiana Public

Service Commission

Louisiana Public

Service Commission

Staff

Kenticky Industrial
UlUity Customers, Inc.

Louisiana Pubic

Service Commission

Staff

Louisiana Public

Serwce Commission

Staff

Kentucky Industrial
Utility Customers, Inc.

Kentucky Induslna!
Customers, Inc.

ClfesServedbyTex^-
New MerOcoPower Co.

Enlsrgy Services, ina,
theEntergy OperaCng
Companies, ^0 Market
ing. LP, ar)d Entergy
Power,Inc.

Entergy Gulf States,Inc.

Kentucky Utilises Co.
LouiswiieGas &Electric Co.

Entergy Louisiana Ina

Entergy Gulf Stales,Ina

Louisville Gas &Electric Co.

Kentucky Utilides Co.

Texas-Mew Mexico

Power Co.

Exhibit ^CLK-1)
Page 24 of 34

Subject

Unit power purchase ands^e
agreements, contractual provisions,
prelected costs, levelized rates, and
formula rates.

Revenue requirements, corporate
franchisetax,conversion to LLC,
Capital structure, postlestyear
adjustments.

Earnings Sharing Mechanism.

Purchasedpower contracts
betweenaffiliates, termsand
conditions.

Revenue requirements, corporate
franchisetax,conversion to LLC,
capital structure, posttestyear
adjustments.

Revenue requirements, depreciation rates,
O&M expense, deferrals andamortization,
earnings sharing mechanism, merger
surcredlt VDTsurcrediL

Revenue requirements, depreciation raiss,
O&M expense, deferrals arrdamortization,
earnings sharing mechanism, merger
surcrediLVDTsurcredil

Stranded coststrue-up, induding
including valuation issues,
lie, ADIT, excess earnings.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurlsdict.

05/04

06m

08/04

09/04

10/04

12m

29206

04-169-

EL-UNC

OH

SOAHDockel TX

473-04-4555

PUCDodtet

29526

SOAH Docket TX

470044556

PUC Docket

29526

(Soppl Direct)

Dodet No.

U-23327

SubdodretB

DodretNo.

U-23327

SubdocketA

Case No.

200400321

Case No.

2004-00372

LA

U

KY

01/05 30485 TX

02/05 166384J GA

02/05 186384J GA
Panel with

TonyWackeriy

02/05 186384) GA
Pane! with

Michelle Theberl

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Ohio Enefgy Group, Inc.

Houston Council for

Health and Education

Houston Council for

Health and Education

Louisiana Public

Service Commission

Staff

Louisiana Public

Service Commission

Staff

Gallalin Steel Co.

Houston Council for

Health and Education

Georgia PubBc
Service Commission

Adversary Staff

Georgia Public
Service Commission

Adversary Staff

G^ia Publfo
Service Commission

Adverse^Staff

Columbus Southern Power

Co. & Ohio Power Co.

CenterPoint

Energy Houston Electric

CenterPoint

Energy Houston Electric

SWEPCO

SWEPCO

EastKentucky Power
Coopefatwe, Inc.,
Big Sandy Recc, etsl.

CenterPoint Energy
HoustonElectric, LLC

Atlanta GasLight Co.

Atlanta GasLight Co.

AtlantaGas L^hl Co.

Exhibit (LK-1)
Page 25 of 34

Subject

Ratestabilizabon plan, deferrals. T&D
rateIncreases, earnings.

Sanded coststrue-up, including
valuationissues, ITC,EDIT, excess

mitigation aedits, capacity auction
tnie-up revenues, Interest

Interest onstranded costpursuant to
TexasSupreme Court remand.

Fuelandpurchased power expenses
recoverable forough fuel acHustmenl dause,
trading activities, compliance with terms of
various LPSC Orders.

Revenue requirements.

Environmental costrecovery, qualified
costs. TIER requirements, costallocaEon.

Stranded costtrue-up including regulatory
Central Co. assets arud liabilities, ITC.EDIT,
capadty auction, proceeds, excessmitigation
credits, retrospective andprospective ADIT.

Revenue r^uirements.

Comprehensive rateplan,
pipeline replacementprogram
surcharge, performance basedrateplan.

Energycxrnsenration, ecorusmic
deve!opm«it and tariff issues.

J. KENNEDY AND ASSOCIATES, INC.



Datd Case Jurisdict.

03/05 Case No. KV

200W0426

Case No.

200W0421

06/05 2005.00068 KY

08/05 050045-El FL

08/05 31056 TX

ms 202984J 6A

09/05 202984J GA

Panel with

Vickma Taylor

10/05 0442 DE

11/05 200M0351 KY
20054)0362

01JO6 200500341 KY

03/06 31994 TX

05/06 31994

Supplemental

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Industrial

UGIIty Customers, Ina

Kenhjckylndustri^
Ubiity Customers. Ina

SouthFlorida Hospital
and Heallthcars Assoc.

MQance for Valley
He^thcare

Georgia Public
Service Commission

AdvasaryStaff

Georgia PubBa
Service Commission

Adveisary Staff

Delaware Public Service

Commission Staff

Kentucky Industrie Utility
Customers, Ina

Kentucky Industrial
Utility Customers, Inc.

Cities

Kentucky Utilities Co.
Li>jisvjlleGas &Electric

Kentucky Power Co.

Fiofida Power &

UgtrtCo.

AEP Texas

Central Co.

Alnvs Energy Corp.

Almos Energy Corp.

Artesian Water Co.

Kentucky Ubies Ca
Louisville Gas and

Electric Co.

Kentucky Power Co.

Texas-New Mexico

Power Co.

Exhibit (LK-I)
Page 26 of34

Subject

Envirormental cost recovery, Jobs
Creabon Act of2004and§ 199dedxtkxi,
excesscommon equity ratio, deferral and
ari^ortizatbn ofnonrecum'ng O&M expense.

Environmental costrecovery, Jobs
Creation Act of2004 and §199 deduction,
margins cm ailowarmes usedfor AEP
system sales.

Storm damage experise arxl reserve,
RTO costs,O&M expenseprojections,
return on equity performance incentive,
capital structure, selective secondphase
post-testyear rate increase.
Strandedcost true-upincluding regulatory
assets and liabilities, ITC, EDIT, capad^
aucticm, proceeds, excess mitigation credits,
retrospective andprospective ADIT.

Revenue requirements, roll-tn of
surcharges, costrecovery through surcharge,
reporting requirements.

Affiliate transactions, cost diocatirms,
capitalization, costofdebt

Allocation oftaxnetoperating losses
between regulated andunregulated.

Workforce Separation Program cost
recovery andsharedsavingsthrough
VDT surcredit

System SalesClause Rider, Environmental
CostRecoverRider. Net Congestion Rider,
Storm damage,vegetation managem^t
program, depreciation, off-system sales,
maintenancenormalization, pensionand
OPEB.

Strandedcost recovery through
competition transition orchaitge.
RelrcspectiveADFiT, prospective
ADFIT.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict.

03/06 U-21453. LA
U-20925.
U-22092

3/06 NOPRReg IRS
10438SOR

4/06 U-25116 LA

07/06 R-CI0061366. PA
ELal

07/06 U-23327 U

08/06 U-21453, LA
U-20925

U.22092

(Subdocket J)

11/06 05CVH03-3375 OH
Fraiklln County
Court Affidavit

U-23327 LA

Subdocket A

Reply Testimony

03/07 U-29764 LA

03/07 33309 TX

03/07 33310 TX

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Exhibit (LK-1)
Page 27 of 34

Subject

Louisiana Public

Sennce ComirBSslon

Staff

Alliance forValley
Health Care and Houston

Counid for Health Education

Enleigy Gutf Stales, Inc. Juiisdictional separation plan.

Loisiana Public

Sendee Cominisslon

Staff

Met-Ed Ind. UsersGroup
Pennsylvania Ind.
Customer Alilartce

Louisiana PidJilc

Service Commlsslcn

Staff

Louisiana Public

Service Commission

Staff

VarioiB Taxing Authorities
(Non-Utility Proceeding)

Louisiana Public

Service Commissbn

Staff

Louisiana Public

Service Commission

Staff

Cities

Cities

AEP Texas Central

Company andCenterPioint
Energy Houston
Electric

Entergy Louisiana, Inc.

Metropolitan Edisor^ Co.
Pennsylvania Electric Co.

Southwestern

Electric Power Co.

Ent^y Gulf
States, Inc.

State ofOhioDeparbnent
of Revenue

Southwestern Electric

Power Co..

Entergy Gulf Slates, Inc.,
Entergy Louisiana, LLC

AEP Texas Central Co,

AEP Texas North Co.

Proposed R^ulations affecting flow-
through to ratepayers ofexcess
deferred income taxes and investment

Taxcredits ongeneration plant that
is soldorderegulated.

2002-2C04 AudiofFuel Adjustment
Clause Filings. Affiliate transactions.

Recovery ofNUG-related stranded
coste,government mandated programs
costs, stormdamage costs.

Revenue requirements, formula
rateplan, banking proposal.

Jurisdictional separationplaa

Acccunbng fornuclearfuel
assemblies as manufactured

equipment andcapitalized plant

Revenue requirements, formula
rateplan, banking proposal.

Jurisdictional allocation ofEnt^y
System Agreement equalizafon
remedy receipts.

Rev^ue requirements, including
functkxrallzalion of transmis^n and

distn'bution costs.

Revei^ue requirements, including
functionalizalionof transmission and

distribub'on costs.

J. KENNEDY AND ASSOCIATES, INC.



Data Case JurlsdicL

omr 20064)0472 KY

03i07 U-29157 W

04/07 U-29764 LA

Supplemental
And

Rebuttal

04/07 ER07-682-000 FERC

Affidavit

mi ER07-6844IOO FERC

Affidai^

05/07 ER07-682-fl00 FERC

Af^davH

06/07 U-29764 LA

07/07 20064)0472 KY

07/07 ER07-g564)00 FERC
Affidavit

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Kentucky Induslriai
Utility Customers, Inc.

Louisiana Public

Seivlce Commission

Staff

Louisiana PubSo

Service Commission

Staff

Louisiana Public

Service Commission

Louisiana Public

Service Commission

Louisiana Public

Service Commission

Louisiana Public

Ser^ Commission

Staff

Kentucky Industrial Utility
Customers, Inc.

Louisiana Public

Service Commission

East Kentucky
Power Cooperative

Cieco Power, LLC

Entergy Gulf States,ina
Entergy Louisiana, LLC

Entergy Services, inc.
and theEntergy Operating
Companies

Entergy Services, Inc.
and theEntergy Operating
Companies

Entergy Services, Inc.
andtheEntergy Operating
Companies

Entergy Louisiana, LLC
Entergy Gulf States, Inc.

East Kentucky Power
Cooperative

Entergy Services, Inc.

Exhibit (LK-1)
Page 28 of 34

Subject

Interimrate increase, RUS loan

covenants, credit fadiity
requirements, fnandal conditioa

Permanent (Phase ii)storm
damagecostrecovery.

Jurisdidional allocatloi ofEntergy
SystemAgreement equaSzation
remedy receipts.

Allocabon ofIntangible andgeneral
plant andA&G expensesto
production andstate incometax
effects onequalization remedy
receipts

Fuelhedging cosis arxt compnance
wilhFERC USOA.

ADocabon ofintangible andgener^
plantandA&G experisesto
product'on andaccount 924
effects onMSS-3 equaTizat'on remedy
payments and receipts.

Showcauseforviolating LPSC
Order on fuel hedging costs.

Revenue requirements, post test year
adjustments, TIER, surchargerevenues
and costs, finandai need.

Storm damage costs related to Hurricanes
Katrine and Rita and effects of MSS-3

equalization payments and receipts.

J. KENNEDY AND ASSOCIATES, INC.



Data Case Jurlsdict

10/07 OWJR-103 Wl

Direct

10/07 05.UR-103

Surrebuttai

10/07 250604J GA

Direct

11/07 06-0033^-CN WV

Direct

11/07 ER07-682-000 FERC

Direct

01/08 ER07-682-000 FERC

CrossAnswering

01/08 07^51-a-AlR OH

Direct

02/08 ER07-956^0 FERC

Direct

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Wisconsin Industrial

Energy Group

Wiscor^in Industrial

EnergyGroup

Georgia Public Service
Commission Public

interestAdversary Staff

Wisconsin Electric Power

Company
Wisconsin Gas, LLC

Wisconsin Electric Power

Company
Wisconsin Gas, LLC

Georgia Power Company

Exhibit (LK-1)
Page 29 of 34

Subject

Revenuerequirements, carrying ctiarges
on CWIP, amortization and returnon
regulatory assets, woddng capital, incentive
compensation, use of rate base in lieu of
capitalization, quanlificdtion aril use of
PointBeachsale proceeds.

Revenue requirement, carrying charges
on CWIP, amortizatkxi and returnon
regulatory assets,wortung capital, incentive
compensation, useofrate baseinneu of
capitalization, quantifcation anduseof
PointBeachsale proceeds.

Affiliate costs, incentive compensation,
consolldaled Income taxes,§199deduction.

WestVirginia Energy Users
Group

Louisiana Public Service

Commission

Appalachian Power Company IGCC surcharge during construction period
and post-in-service dale.

Louisiana Public Service

Commission

Ohio Energy Group, Inc.

Louisiana Public Service

Commission

Entergy Services, Inc.
and the Entergy Operating
Companies

Entergy Services. Inc.
and the Entergy Operating
Companies

OhioEdison Company,
Cleveland Electric

illuminating Company,
Toledo Edison Company

Enlergy Services, Inc.
andtheEntergy Operating
Companies

Functionalizallon and allocation of

intangible andgeneral plant andA&G
expenses.

Fuctionaiization and allocation of

intangible andgeneral plant andA&G
expenses.

Revenue Requirements.

Functionallzatlon ofexpensesin account
923; storm damage expense andaccounts
924,228.1,182.3,254 and407.3; taxNOL
carrybacks In account 165and236; ADIT;
nuclear service lives and effect on

depreciation anddecommissioning.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict.

03/08 ER07-956^ FERC

Cross-Answering

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Louisiana Public Service

Commission

Ente^y Services, inc.
and the Entergy Operating
Companies

mi 2007-00562 KY Kentucky Industrial Utility
2007-00563 Customers, Inc. Louisvilie Gas ar>d

Kentucky Utilities Co.

Electric Co.

04/08 26837 GA

Direct

Panel with

Thomas K,Bond,
Cynthia Johnson,
Michelle Thebert

05/08 26837 GA

Rebuttal

Panel witti

Thomas K.Bond,
Cynthia Johnson,
Midielle Ttiebeit

05/08 26837 GA

Supplemental
Rebutt^

Panel witii

Thomas K. Bond,

Cynthia Johnson,
Micheile Thebert

06/08 2008^115 KY

07/08 27163 GA

Direct

07/08 27163 GA

Panel with

Vjctoria Taylor

08^30 6680-CE-170 W!

Direct

Georgia Public Service
Commission Staff

Georgia Public Service
Commission Staff

Georgia Public Service
Commission Staff

Kentid(y Industrial Utility
Customers, Inc.

Georgia Public Senrice
Commission Public
InterestAdvocacy Staff

Georgia Public Service
Commission Public

InterestAdvocacy Staff

Wisconsin Industrial Energy
Group,Inc.

SCANA Energy
Marketing, Inc.

SCANA Energy
Marketing, Inc.

SCANA Energy
Marketing, Inc.

East Kentucky Power
Cooperative, Inc.

Atmos Energy Corp.

AtmosEne^y Corp.

Wisconsin Power and

Light Company

Exhibit (LK-1)
Page 30 of 34

Subject

Functionalizalion ofexpenses inaccount
923; storm damage expense andaccounts
924,228.1,182.3,254 and 407.3; taxNOL
carrybacks in accountIBSand 236;ADIT;
nuclear service fives and effect on

depreciation arxj decommissioning.

Mergersurcredit.

Rule Nisi complaint.

RuleNisi compialnL

RuleNisi complaint

Environmental surchargerecoveries,
inci costs recovered inexisting rales, TIER

Revenue requirements, inci projeded test
year rale base and expenses.

Affiliale transactions and division cost

allocations, capitalstructure, cost ofdebt

Nelson Dewey 3 or Colombia 3 fixed
financial parameters.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict

08/08 668WJR-116

Direct

08/08 66S0-UR-116 Wl

Rebuttal

08/08 669(WJR-119 Wl

Direct

09/08 6690-UR.119 Wl

Surrebuttal

09/08 08-935-EL-SSOOH
08-918-EL-SSOOH

10/08 08-917^-SSOOH

10/08 2007-564

2007-665

2008-251

2008-252

11/08 EL08-51

11/08 35717

12/08 27800

KY

FERC

TX

GA

01/09 ER08-1056 FERC

Patty

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

UUIity

Wisconsin Industrial Energy Wisconsin Power and
Group. Ina Light Company

Wisconsin Industrial Energy Wisconsin Powerand
Group, Inc. Light Company

Wisconsin Industrial Ene^ Wisconsin Public Service
Group, Inc. Corp.

Wisconsin industrial Energy Wisconsin Public Service
Group, Inc. Corp.

OhioEnergy Group, Inc.

Ohio Energy Group. Inc.

Kentucky Irxlustrial Utility
Customers, Inc.

Louisiana Public Service

Commission

Cities Served byOncor
Oeilve7Company

Georgia Public Service
Commission

Louisiana Public Service

Commission

First Energy

AEP

Louisville Gas and

Electric Co.,Kentucky
Utilities Company

Entergy Senrices, ina

OncorDelivery
Company

Georgia Power Company

EntergyServices, Inc.

Exhibit (LK-I)
Page 31 of 34

Subject

CWIP inrate base, laborexpenses,pension
expense, financing, capital structure,
decoupling.

Capital structure.

Prudence ofWeston 3 outage, incentive
compensation. CraneCreekWrnd Farm
Incremental revenue cequiremenlcapital
structure.

Prudence ofWeston 3outage. Secb'on 199
deduction.

Standardserviceofferrates pursuantto
electric security plan, significantly
excessiveearnings test

Standardserviceoffer rates pursuantto
electric security plan,significantly
excessiveearningstest

Revenue forecast, affiliate costs,
depreciation expenses, federal andstale
irxcome taxexpense, capitalization, cost
of debt

Spindletop gas storage facilities, regulatory
asset and bandwidth remedy.

Recovery ofold melercosts,assetADFIT,
casliworking capital, recovery ofprior year
restructuring costs, levetized recovery of
stormdamagecosts, prospective storm
damage accrual, consolidated taxsavings
adjustment.

AFUDCversus CWIP in rate base, minor
CWIP, certificationcost, use ofshort term
debtandtrust preferred financing, CWIP
recove7, regulate^ incentive.

Entergy SystemAgreement bandwidth
remedycalculations, induding depr^'alion
expense, ADIT, capitalstructure.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Juiisdict.

01/09

02/09

02/09

03/09

ER08-1056 FERC

Supplemental
Direct

EL08-51

Rebuttal

FERC

20084»409 KY

Direct

ER0&-1056

Answering
FERC

03/09 U-21453.U-20925
U-22092 (SubdocketJ)

04/09 U-21453. U-20925
U-22092 (SubdockelJ)
Rebuttal

04/09 2009-00040 KY
Direct-tnterim

(Oral)

04/09 36530 TX

05/09

06/09

ER08-1056

Rebuttal

FERC

2009^040 KY

Direct-

Permartent

07/09 080577-EI FL

08/09 U-21453, U-20925
U-22092 (SubdoclcetJ)
Supplemental Rebuttal

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Louisiana Public Service
Commission

Louisiana Public Service

Commission

Kentucky Industrial
Utility Customers, Inc.

Louisiana Public Service

Commission

Louisiana Public Service

Commission Staff

Louisiana Public Service

Commission

Kentucky Industrial
Utility Customers. Inc.

Entergy Services, Inc.

Entergy Services, inc.

East Kentucky Power
Cooperative, Inc.

Entergy Services, Inc.

Entergy Gulf States
Louisiana, LLC

Entergy Gulf States
Louisiana, LLC

Big Rivers
Electric Corp.

Stale Office ofAdministrative OncerElectric Delivery
Hearings Company. LLC

Louisiana Public Service

Commission

Kentucky Industrial
Utility Customers, Inc.

South Florida Hospital
and Healthcare Association

Louisiana Public Service

Commission

Entergy Services, Inc.

BigRivers
ElectricCorp.

Florida Powers Light
Company

Entergy Gulf States
Louisiana, LLC

Exhibit (LK-1)
Page 32 of 34

Subject

BIytheville leasedturbines; accumulated
depreciation.

Spindletop gasstorage facilities r^ulatory
asset and bandwidtir remedy.

Revenue requirements.

Entergy System Agreement bandwidth
remedy calculations, including depredation
exp^e, ADIT, capitalstructure.

Violation ofEGSIseparationorder.
ETI and EGSL separationaccounting,
Spindletop regulatory asseL

Violation of EGSI separationorder.
ETI andEGSL separation accounting,
Spindletop regulatory asset.

Emergency Interim rate increase;
casti requirements.

Rate case expense.

Ente^ySystem Agreement barKfwidth
remedy calculations, including depredation
expense, ADIT, capital stmcture.

Revenue requirements, TIER, cashflow.

Multiple testyears,GBRA rider, forecast
assumptions, revenue requirement, O&M
expense, depreciation expense, Economic
StimulusBill, capita!structure.

Violation of EGSIseparation order,
ETI and EGSL separationaccounting,
Spindletop regulatory asset

J. KENNEDY AND ASSOCIATES, INC.



Date Case JurlsdicL

08/09 8516 and GA

29950

09/09 054JR.104 Wl

Direct and

Surrebuttal

09/09 09AL-299E CO

09/09 6680-UR-117 Wi

Direct and

Surrebuttal

10/09 09A-415E CO

10/09 EL09^0 U

Direct

10/09 20094)0329 KY

12/09 PUE-2009- VA

00030

12/09 ERC9-1224 FERC

Direct

01/10 ER09.1224 FERC

Cross-Answering

01/10 EL09-50 LA
Rebuttal

02/10 ER09-1224 FERC
Find

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

Utility

Geo^ia Public Service
Commission Staff

Wisconsin Industrial

Energy Group

CF&I Steel,Rocky Mountan
Steel Mills LP, Climax
Molybdenum Company

Wisconsin industrial

Energy Group

Cripple Creek &Victor Gold
Mining Company, et al.

Louisiana Public Service
Commission

Kentucky Industrial Utility
Customers, Inc.

Old Dominion Committee
forFairUtility Rates

Louisiana Public Service

Ccmmlssion

Louisiana Public Service
Commission

Louisiana Public Service
Commission

Louisiana Public Service

Commission

Atlanta Gas Light
Company

Wisconsin Eleclnc

PowerCompany

Public ServiceCompany
of Colorado

Wisconsin Power and

Light Company

Black Hiils/CO Electric

Utility Company

Entergy Services, ina

Louisville Gas and Electric
Company. Kentucky
Utilities Company

Appalachian Power
Company

Entergy Services, inc.

Entergy Services, Inc.

Entergy Services, Inc.

EntegyServices, Inc.

Exhibit (LK-1)
Page 33 of 34

Subject

Modificalion of PRPsurchage to include
infrastructure costs.

Revenue requirements. Incentive
compensation, depreciation, deferral
miUgation, capital structure, costofdebt

Forecasted test year, historic testyear,
proforma adjustments for major plant
additions, tax depreciation.

Revenuerequirements, CWIP inrale base,
deferral mitigation, payroll, capacity
shutdowns, regulatory assets, rateofreturn.

Costprudence, costsharing mechanism.

Wateiford 3 sate/ieaseback accumulated

deferred income taxes, Entergy System
Agreement bandwidth remedy calculaliorts.

Trimble County 2 depreciation rales.

Return onequity incentive.

Hypothetical v. actual costs, outofperiod
costs,Spindietop deferred capital costs,
Watetfixd 3 sale/Ieaseback ADIT.

Hypothetical v.actual costs,outofperiod
costs, Spindietop deferred capital costs,
Waterford 3 sale/teaseback ADIT.

Wateiford 3 sale/Ieaseback accumulated

deferred incometaxes. EntergySystem
Agreement bandwidth remedy calculations.

Hypothetical v. actual costs,(xjt ofperiod
costs,spindietop deferred capital costs,
Watetford 3 salerieaseback ADIT.

J. KENNEDY AND ASSOCIATES, INC.



Date Case Jurisdict

02/10 30442 GA

Wackerty-
KoUenPanel

02/10 30442 GA

McBride-

KoIIenParrel

02/10 200W)0353 KY

03/10 200W0545 KY

03/10 E015/GR- MN

09-1151

04/10 200900453 KY

Party

Expert Testimony Appearances
of

Lane Kollen

As of April 2010

UUIIty

Exhibit (LK-l)
Page 34 of 34

Subject

Georgia Public Service
Commis^ Staff

Atmos Energy Corporation Revenue Requirement issues.

Georgia PubScSetvice
Commlssnn Staff

Kentudcy Industrial
Utility Customers, Inc.

Itentucky Industrial
Utility Customers, Inc.

L^e PowerInlerveners

Kentucky Industnal
Ublty Customers, Inc.

AtrrnsEnergy Corporat'on

Louisville Gas and Electric

Conpany,Kentucky Utilities
Company

Kentucky Power Company

Minnesota Power

Affiliate/rfivision transacti^, cost
allocation, capita structure.

Ratemaking recovery ofwind power
purchased power agreements.

Ratemaking recovery ofwind power
purc^ed poweragre^nent

Revenue requlremerrl Issues, costoverrurrs
on environmental retrofit prqect

Kentucky Power Company Revenue requirement Issues.

J. KENNEDY AND ASSOCIATES, INC.
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Response to Question No. 29
Page 1 of2

Conroy
KENTUCKY UTILITIES COMPANY

CASE NO. 2009-00548

Response to Second Data Request of Commission Staff
Dated March 1,2010

Question No. 29

Responding Witness: Robert M. Conroy

Q-29. Refer to Exhibit 1, Reference Schedule 1.07 of the Rives Testimony and page 5 of the
DirectTestimony ofRobertM, Conroy("ConroyTestimony").

a. The text on page 6 of the Conroy Testimony states that "KU performed the
adjustment in a manner generally consistentwith the methodology prescribed by the
Commission's Order on rehearing in Case No. 98-474, "... however, total off-
system sales revenues, inclusive of Intercompany sales, are used in the calculation."
Identify and describe all aspects of the proposed adjustment that cause it to be
"generally consistent" rather than "entirely consistent" with the methodology
previously prescribed by the Commission.

b. Reference Schedule 1.07 uses an average environmental surcharge factor of 9.52
percent to calculatethe off-systemsales environmental cost Explainwhether this is a
"simple average" of the surcharge factors in column 2 of the schedule or a *Nveighted
average" derived by multiplying the monthly amounts in column 1 by the factors in
column 2, summing the results, and dividing that sumby the test year total in column
1. . \

c. If the calculation of the adjustment is based on the "simple average" of the monthly
surcharge factors in column 2 of the schedule, explain whythiswasdone andprovide
a revised version of the calculation using the weighted average approach described
above.

A-29. a. Reference Schedule 1.07 calculates the adjustment to off-system sales revenues to
recognize environmental costs associated with those sales. The adjustment is
calculated using total off-system sales revenues, in contrast with the methodology
adopted by the Commission in CaseNo. 98-474, where intercompany revenues were
excluded &om oS'-system sales revenues.

In Case No. 2003-00434, KU revised its Rives Exhibit 1, Reference Schedule 1.05 to
appropriately include intercompany revenues in the detennination of the adjustment
to off-system sales revenues. This revised adjustment was explained in KU's
supplemental response to Question No. 54 of the InitialDataRequest of the Kentucky



b.

Response to Question No. 29
Page 2 of2

Conroy
Industrial Utilities Customers and on pages 37 and 38 of Mr. Seelye's rebuttal
testimony.

In its June 30,2004 Order in that case, the Commission found the revised adjustment
to be reasonable and accepted it, as stated in general terms on pages 24 and 25, and
specifically on page 2 of AppendixF. Therefore, KU's adjustmenton Schedule .1.07
is "generally consistent" wiA the Commission's Order in Case 98-474 and "entirely
consistent" with the Commission's Order in Case No. 2003-00434. When preparing
this same adjustment in KU's prior rate case, CaseNo. 2008-00251, the Companies
inadvertently utilized the methodology presented in the original filing in Case No.
2003-00434 instead of the revised version fix>m Mr. Seelye's rebuttal testimony.
Because-CaseNo. 2008-00251 was ultimately settled, the issue was not addressed in
that case.

Please see the attachedcopies of the relevant portions of the documents referenced in
this response.

The average environmental surcharge factor of 9.52 percent on Reference Schedule
1.07 is a simpleaverageof the surchargefactors in column2.

c. The simple average is consistent withthemethod adopted bythe Commission in Case
No. 98-474, andhas been used consistently by KU in all base rate proceedings since
that time. Seetheattachment to partc of thisresponse forthe requested calculation.



Attachment to Response to KU KPSC-2 Question No. 29(a)
Page 1 of 8

Conroy

KENTUCKY UTIHTIES COMPANY

CASE NO. 2003-00434

Supplemental Response to First Data Request ofthe KlUC Dated February 3,2004
Filed - February 27,2004

Question No. 54

Responding Witness: Michael S.Beer / fV. Steven Seefye

Q-69. Refer to Rives Exhibit 1 Schedule 1.05. Please indicate whether the off-system sales
revenues used in the actual computation of the Companies' ECR tariffrates also exclude
intercompany off-system sales revenues and are consistent with the Companies'
computations in column 3 ofthis schedule. Ifthe Companies' off-system sales revenues
used in the actual ECR tariff rates do not exclude intercompany sales revenues, then
please explain why theCompanies excluded these revenues onthis schedule.

A-69. The computation of the Company's ECR monthly billing factors uses total Company
revenues to determine the retail jurisdictional percent of ECR recovery. Consistent with
the Commission's Order in Case No. 2000-106, total Company revenues include all off-
system sales revenues other than brokered sales.

The determination of the adjustment of off-system sales revenue for environmental
surcharge costs is consistent with the Commission Order in CaseNo. 98-474.

The purpose ofthe adjustment shown in Rives Exhibit 1. Schedule 1.05. is to adjust off-
system sales margins, which are credited against revenue requirements in the rate case,
for the environmental costs allocated to off-system sales in the monthly ECR calculations.
Because ECR costs, including those allocated to off-system sales, are removedfrom the
determination ofrevenue requirements, the margins associated with the Compariy's off-
system sales are overstated by the amount ofthe environmental costs allocated to off-
system sales.

As explained in the original response, the Company was following prior practice in
making this adjustment. However, the Company agrees that Off-System Sales Inter-
company Revenue shouldnothave been excludedfrom Off-System SalesRevenue inRives
Exhibit 1, Schedule 1.05, because excluding those revenues does not allow the Jull
amount of environmental costs assigned to off-system sales to be reflected in the
adjmtment. Attached is a revised schedule showing a calculation of the pro-forma
adjustment without removing Inter-company Revenue.



Attachment to Response to KU KPSC-2 Question No. 29(a)
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Conroy
1 level would be removed from the debt component of capitalization, and the difference

2 between test-year expenses and the rolled-in expenses would be removed from expenses

3 during the test year. Testyear revenues would be adjusted to remove ECR revenues net

4 of the rolled-in amounts. If we luiderstand the data requests correctly, this approach

5 would correspond to the methodology suggested in Question 34 to KU and Question 38

6 to LG&E ofthe Commisison Staffs second data request dated February 3,2004, in this

7 proceeding.

8 Q, Doyouhave any fundamental problemswith eitherof thesealternatives?

9 A, No. Either of these alternatives would allow the Companies the opportunity to recover

10 their original plan costs, including a fair, just and reasonable return on their investments.

11 Our preference, however, is to terminate the ECR surcharge for the original compliance

12 plans.

13

14 (g) Off-System Sales in the ECR and Adjustment for Mismatch in Fuel Cost Recovery

16 Q. Are the intervenor witnesses beingevenhanded about two errors that were madein

17 the off-system salesrevenue adjustment for the ECR calculation and in the

18 adjustment for the mismatch infuel cost recovery for the year ending September 20,

19 2003?

20 A. No. In preparing responses to data requests submitted by the Commission Staff, the

21 KIUC and the AG, it came to our attention that there were errors in the off-system sales

22 revenueadjustment for the ECR calculation. Reference Schedule 1.05 of Rives Exhibit 1

23 and in the adjustment concerning the mismatch in fuel cost recovery for the test year,

^4 Reference Schedule 1.01 ofRives Exhibit I. Even though the errors were fully explained

-36-
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1 in responses to data requests', witnesses for the KIUC and AG ignored these errors in

2 presenting their recommended revenue requirements, apparently because correcting the

3 errors would increase the Companies' revenue requirements.

4 Q. Please explain the adjustmentand the nature of the error relating to the adjustment

5 in the off-system sales revenue for the ECR.

6 A. In the Companies' environmental surcharge calculations, a portion of the environmental

7 costs incurred is allocated to off-system sales. The Commission determined inapproving

8 the Companies' ECRs that it is appropriate to allocate a portion of environmental costs to

9 off-system sales by observing that environmental costs are incurred to make off-system

10 sales just as they are to make retail sales. The purpose of the pro-forma off-system sales

11 revenue adjustment for the ECR calculation (Reference Schedule 1.05) is to adjust off-

12 system sales margins, which are credited against revenue requirements in the rate case,

13 for the environmental costs allocated to off-system sales in the monthly environmental

14 surcharge calculations. This adjustment was approved in Case Nos. 98-426 and 98-474

15 and recognized in all subsequent ESMfilings. \

16 In the original calculation of this adjustment, inter-company revenue was

17 subtracted from total off-system sales revenue to determine the environmental costs for

18 off-system sales that should be subtracted fiom revenues from off-system sales in this

19 proceeding. When preparing a response to a KIUC data request, we realized that

20 intercompany revenues should not have been subtracted from off-system sales revenue.

21 Environmental costs areallocated to intercompany revenue in the monthly environmental

22 surcharge calculations. However, there is no mechanism in place for recovering these

' The error was explained in the supplemental responses toquestion 54 toLG&E and question 69 toKU ofthe first
data request ofthe KIUC dated February 3,2004, and filed February 27,2004. The error was also brought to light
inLG&E*s response toquestion 53of thesupplemental data request oftheAttorney General dated March 1,2004.

-37-
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1 costs from ratepayers. Although KU pays LG&E (and vice versa) for the cost ofthe

2 intercompany sales, KU does not pay LG&E for the portion of environmental costs

3 allocated to intercompany sales in the environmental surcharge calculations. These costs

4 are not recovered through either LG&E or KU's ECR mechanism, nor are they recovered

5 through either utility's FAC. Intercompany revenues represent charges paid by one

6 utility for transfers ofelectric energy to the other. Therefore, unless these environmental

7 costs are subtracted from intercompany revenues in this proceeding, the Companies will

8 be denied the opportunity from ever recovering these legitimately incurred costs. It is

9 thus reasonable that LG&E and KU be allowed to revise Reference Schedule 1.05 of

10 Rives Exhibit 1tocorrect for this oversight.

11 Q. Haveyou prepared a revised Reference Schedule 1.05?

Yes. Revised Reference Schedule 1.05 for LG&E and KU are included as pages 1and 2

13 ofSeelyeRebuttalExhibit2.

14 Q. Please explain KU's adjustment and nature of the error relating to the mismatch in
\

15 fuel cost recovery for the testperiod.

16 A. As I discussed in my direct testimony, via this adjustment, the mismatch between fiiels

17 costs and fuel cost recovery through KU's FAC will be eliminated consistent with

18 Commission practice. An error was detected, however, in PSC 2-15(a), when the

19 Commission Staffnoted that the expense amount shown in the proposed adjustment was

20 taken from KU's Form A filing for November. 2003 made on December 16, 2003. In

21 fact, the expense amount included on that Form Afor September 2003 was incorrectly

22 listedas $4,269,288, when it

-38-
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previous decisions bythe Commission when items are removed from the calculation of

rate base. Therefore, the Commission has reduced KU's Kentucky jurisdictional

capitalization, on a pro rata basis, by$7,408,501.

Based on the findings herein, the Commission has determined that KU's test-

year-end Kentucky jurisdictional capitalization should be $1,297,055,596. The

calculation ofthejurisdictional capitalization Is shown in Appendix E.

REVENUES AND EXPENSES

For the test year, KU reported actual net operating income from Kentucky

jurisdictional operations of $86,167,531.^ KU proposed a series of adjustments to

revenues and expenses to reflect more current and anticipated operating condrtions,

resulting in an adjusted net operating income from Kentucky jurisdictional operations of

$60,956,866,^ The AG also proposed numerous revenue and expense adjustments,

resulting in net operating income from Kentucky jurisdictional operations of

$84,669,000/ The Commission finds that 21 of the adjustments, proposed in KU's

application and accepted by the AG, are reasonable and will be accepted. During the

proceeding, KU identified and corrected errors in several other adjustments originally

proposed in its application. The Commission finds that three of these other

adjustments, as corrected by KU and accepted by the AG, are reasonable and they will

also be accepted. All of these 24 adjustments are set forth in detail in Appendix F,

which is attached hereto.

^Rives Direct Testimony, Rives Exhibit 1, page I of3, line 1.

^idupage 3 of 3, line 42.

^Majoros Accounting Direct Testimony, Exhibit MJM-2.

-22- Case No. 2003-00433
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APPENDIX F

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2003-00434 DATED

Schedule of Adjustments

The following adjustments were proposed by KU in its application, accepted by the AG, and
have been found reasonable and accepted by the Commission. The"+' indicates an increase
whileindicates a decrease.

Description

1. Adjustment to eliminate unbilled
revenues.

2. Adjust base rates and Fuel
Adjustment Clause ("FAC") to
reflect a full year of FAC roll-In.

3. Adjustment to eliminate environ
mental surcharge revenues and
expenses.

4. Adjust base rate revenues to reflect
a full year of the environmental
surcharge roll-in.

5. Eliminate electric brokered sales
revenues and expenses.

6. Eliminate electric ESM revenues
collected.

7. Eliminate ESM, environmental
surcharge, and FAC in Rate
Refund Account 449.

8. Eliminate demand-sidemanage
ment revenues and expenses.

9. Eliminate advertising expenses
pursuant to 807 KAR 5:016.

10. Adjustment to remove
One-Utility costs.

11. Adjushnent forVDT net savings
to shareholders.

Reference
Rives Exhibit 1

Sch. 1.00

Sch. 1.02

Sch. 1.03

Sch. 1.04

Sch. 1.06
s

Sch. 1.07

Sch. 1.08

Sch. 109

Sch. 115

Sch. 118

Sch. 1.20

Change to
Revenues

+$675,000

+$1,417,623

-$25,039,979

+$17,986,813

-$5,571,256

-$4,604,742

+$1,630,147

-$2,942,935

Change to
Expenses

-$248,468

-$7,725,329

0

-$2,946,471

-$45,386

-$1,550,907

+$2,895,000

Case No. 2003-00434
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Description

APPENDIXF (continued)

Reference
Rives Exhibit 1

12. Adjust VDT-related revenues and
expenses to settlement agreement. Sch. 1.21

13. Adjustment for merger savings. Sch. 1.22

14. Adjustment to eliminate LG&E/KU
merger amortization expense. Sch. 1.23

15. Adjustment for MISO
Schedule 10 credits. Sch. 1.24

16. Adjust for cumulative effect of
accounting change. Sch. 1.25
[AG withdrew objection to adjust
ment; AG Post-Hearing Brief at 17]

17. Adjustment to remove E. W. Brown
legal expenses. Sch. 1.27

18. Adjustfor customer rate switching. Sch. 1.28

19. Adjustment for sales tax refunds. Sch. 1.29

20. Adjustment for 1992 management
audit fees. Sch. 1.32

21. Adjustfor priorincome tax ^
true-ups and adjustments. Sch. 1.36

Change to
Revenues

Change to
Expenses

+$85,337 -$466,280

-$2,564,269 +$18,968,825

0 -$2,726,510

0 +$843,344

0 +$8,434,618

-$1,898,980

0

-$3,126,995

0

+$120,391

+$163,982

+$681,889

Case No. 2003-00434



Attachment toResponse toKU KPSC-2 Question No. 29(a)
Page 8 of8

Conroy
APPENDIX F (continued)

The follotfflng adjustments were proposed in the application and later revised by KU, accepted
by theAG, and have been found reasonable and accepted by the Commission. The"+"
indicates an increase whileindicates a decrease.

Description

1. Adjust mismatch in fuel cost
recovery.
[Rives Ex. 1, Sch. 1.01)

2. Adjust off-system sales revenues
forthe environmental surcharge
calculations.
[Rives Ex. 1. Sch. 1.05]

3. Adjustment to reflect amortization
of ESM audit expenses.
(Rives Ex. 1, Sch, 1,17]

Revision
Reference

Seelye
Rebuttal Ex. 2

Seelye
Rebuttal Ex. 2

Scott
Rebuttal Ex. 5

Change to
Revenues

Change to
Expenses

-$35,887,728 -$28,474,767

-$2,266,829

+$63,933

Case No. 2003-00434
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Exhibit 1

Reference Schedule 1.07

Spoasoring Witness: Conroy

KENTUCKY UTILITIES

Off-System Sales Revenue Adjustment for the ECR Calculation

For the Twelve Months Ended October 31.2009

(1) (2) (3) (4)

Off-System
KU Monthly Weighted Avg Sales

Off-System Environmental Environmental Environmental

Sales Surcharge Surcharge Cost

Revenue Factor (1) Factor (Col. 1 * 3)

Nov-08 S 16,763,550 7.38% 7.88% S 1.321,802
Dec-08 10,407,202 6.50% 7.88% 820,605

Jan-09 4.800,653 6.54% 7.88% 378,530

Feb-09 2,308,018 6.52% 7,88% 181,987
Mar-09 2,365,975 9.27% 7.88% 186,557
Apr-09 1,258,387 9.89% 7.88% 99,223

May-09 3,233,654 11.69%\ 7.88% 254.973

Jun-09 706,503 9.68% 7.88% 55,708

Jul.09 286,233 11.58% 7.88% 22,569
Aug-09 336.928 11.94% 7.88% 26.567

Sep-09 335,449 11.20% 7.88% 26,450
Ocl-09 2,310,656 12.03% 7.88% 182,195

Total S 45,113^08

Weighted Avg 7.88%

Kentucky Jurisdiction (Ref. Sch. Allocators)

Total

Adjustment

(I) ES Form 1.00

3,557,166

86.685%

$ 3,083,529

$ (3,083,529)
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2Q09-00549

Response to Second Data Request of Commission Staff
Dated March 1,2010

Question No. 33

Responding Witness: Robert M. Conroy

Q-33. Refer toExhibit 1, Reference Schedule 1.07. ofthe Rives Testimony and pages 5 —6 of
theTestimony ofRobert M. Conroy ("Conroy Testimony").

a. The text on page 6 of the Conroy Testimony states that "LG&E performed the
adjustment in a manner generally consistent with the methodology prescribed by the
Commission's Order onrehearing in Case No. 98-426,... however, total off-system
sales revenues, inclusive ofIntercompany sales, are used in the calculation." Identify
and describe all aspects of the proposed adjustment that cause it to be "generally
consistent" rather than "entirely consistent" with the methodology previously
prescribed by the Commission.

b. Reference Schedule 1.07 uses an average environmental surcharge factor of 1.20
percent to calculate theoff-system sales environmental cost Explain whether this isa
"simple average" ofthe surcharge factors in column 2ofthe schedule or a 'Sveighted
average" derived by multiplying the monthly amounts in column 1by the factors in
column 2,summing the results, and dividing that sum by the test year total incolumn
I. t

c. If the calculation ofthe adjustment is based on the "simple average" ofthe monthly
surcharge factors in column 2ofthe schedule, explain why this was done and provide
a revised version of the calculation using the weighted average approach described
above.

A-33. a. Reference Schedule 1.07 calculates the adjustment to off-system sales revenues to
recognize environmental costs associated with those sales. The adjustment is
calculated using total off-system sales revenues, in contrast with the methodology
adopted by the Comnussion in Case No. 98-426, where intercompany revenues were
excluded from off-system sales revenues.

In Case No. 2003-00433, LG&E revised its Rives Exhibit 1,Reference Schedule 1.05
to appropriately include intercompany revenues in the determination of the
adjustment to off-system sales revenues. This revised adjxistment was explained in
LG&E's supplemental response to Question No. 69of the Initial Data Request of the
Kentucky Industrial Utilities Customers, in response to Question No, 53 of the
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Supplemental DataRequest of the Attorney General, and on pages 37 and 3Sof Mr.
Seelye's rebuttaltestimony.

Inits June 30,2004 Order in that case, the Commission found the revised adjustment
to be reasonable and accepted it, as stated in general terms on pages 24 and25, and
specifically on page 2 of Appendix F. Therefore, LG&E's adjustment on Schedule
1.07 is "generally consistent" with the Commission's Order in Case 98-426 and
"entirely consistent" with the Commission's Order in Case No. 2003-00433. When
preparing this same adjustment in LG&E's prior rate case, Case No. 2008-00252, the
Companies inadvertently utilized the methodology presented in the original filing of
in Case No. 2003-00433 instead of the revised version fiom Mr. Seelye's rebuttal
testimony. Because Case No. 2008-00252 was ultimately settled, the issue was not
addressed in that case.

Please see the attached copiesof the relevant portions of the documents referenced in
this response.

b. The average environmental surcharge factor of 1.20 percent on Reference Schedule
1.07 is a simple average of the surcharge factors in column 2.

c. The simple average is consistent with the method adopted by the Commission in Case
No. 98-426, and has been used consistently by LG&E in all base rate proceedings
since that time. See the attachment to part c of this response for the requested
calculation.
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2003-00433

Supplemental Response to First Data Request of the KIUC Dated February 3,2004
Filed - February 27,2004

Question No. 69

Responding Witness: Michael S. Beer / W. Steven Seefye

Q-69. Refer to Rives Exhibit 1Schedule 1.05. Please indicate whether the off-system sales
revenues used in the actual computation of the Companies' ECR tariff rates also exclude
intercompany off-system sales revenues and are consistent with the Companies'
computations in column 3ofthis schedule. Ifthe Companies' off-system sales revenues
used in the actual ECR tariff rates do not exclude intercompany sales revenues, then
please explain why the Companies excluded these revenues on this schedule.

A-69. The computation of the Company's ECR monthly billing factors uses total Company
revenues to determine the retail jurisdictional percent ofECR recovery. Consistent with
the Commission's Order in Case No. 2000-105, total Company revenues include all off-
system sales revenues other than brokered sales.

The determination of the adjustment of off-system sales revenue for environmental
surcharge costs isconsistent with the Commission Order inCase No. 98-426.

The purpose ofthe adjustment shown in Rives Exhibit I. Schedule 1.05, is to adjust off-
system sales margins, which are credited against revenue requirements in the rate case,
for the environmental costs allocated to off-system sales in the monthly ECR calculations
Because ECR costs, including those allocated to off-system sales, are removedfrom the
determination ofrevenue requirements, the margins associated with the Compare's off-
system sales are overstated by the amount ofthe environmental costs allocated to off-
system sales.

As explained in the original response, the Company was following prior practice in
making this adjustment. However, the Company agrees thai Off-System Sales Inter
company Revenue should nothave been excludedfrom Off-System Sales Revenue in Rives
Exhibit I, Schedule 1.05, because excluding those revenues does not allow the jull
amount of environmental costs assigned to off-system sales to be reflected in the
adjustment. Attached is a revised schedule showing a calculation of the pro-forma
adjustment without removing Inter-company Revenue.
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1 level would be removed from the debt component of capitalization, and the difference

2 between test-year expenses and the rolled-in expenses would be removed from expenses

3 during the test year. Test year revenues would be adjusted to remove ECR revenues net

4 of the rolled-in amounts. If we understand the data requests correctly, this approach

5 would correspond to the methodology suggested in Question 34 to KU and Question 38

6 to LG&E ofthe Commisison Staffs second data request dated February 3, 2004, in this

7 proceeding.

8 Q. Boyou have any fundamental problems with either ofthese alternatives?

9 A. No. Either of these alternatives would allow the Companies the opportunity to recover

10 their original plan costs, including a fair, just and reasonable return on their investments.

11 Our preference, however, is to terminate the ECR surcharge for the original compliance

12 plans.

13

14 (g) Off-System Sales in the ECR and Adjustment for Mismatch in Fuel Cost Recovery

16 Q. Are the intervenor witnesses being evenhand^d about two errors that were made in

17 theoff-system sales revenue adjustment for theECR calculation andinthe

18 adjustment for the mismatch in fuel cost recovery for the year ending September 20,

19 2003?

20 A. No. In preparing responses to data requests submitted by the Commission Staff, the

21 KIUC and the AG, it came to our attention that there were errors in the off-system sales

22 revenue adjustment for the ECR calculation. Reference Schedule 1.05 ofRives Exhibit 1

ht ibe adjustment concerning the mismatch in fuel cost recovery for the test year,

24 Reference Schedule 1,01 ofRives Exhibit 1. Even though the errors were fiilly explained

-36-
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2 presenting their recommended revenue requirements, apparently because correcting the

3 errors would increase the Companies' revenue requirements.

4 Q. Please explain the adjustment and the nature of the error relating to the adjustment

5 in the off-system sales revenue for the ECR.

6 A. In the Companies' environmental surcharge calculations, aportion ofthe environmental

7 costs incurred is allocated to off-system sales. The Conunission determined in approving

8 the Companies ECRs that it is appropriate to allocate aportion ofenvironmental costs to

9 off-system sales by observing that environmental costs are incurred to make off-system

sales just as they are to make retail sales. The purpose ofthe pro-forma off-system sales

11 revenue adjustment for the ECR calculation (Reference Schedule 1.05) is to adjust off-

^2 system sales margins, which are credited against revenue requirements in the rate case,

13 for the environmental costs allocated to off-system sales in the monthly environmental

surcharge calculations. This adjustment was approved in Case Nos. 98-426 and 98-474

15 and recognized inall subsequent ESM filings. \

lu the original calculation of this adjustment, inter-company revenue was

17 subtracted from total off-system sales revenue to deteimine the environmental costs for

18 off-system sales that should be subtracted from revenues from off-system sales in this

19 proceeding. When preparing a response to a KIUC data request, we realized that

20 intercompany revenues should not have been subtracted from off-system sales revenue.

21 Environmental costs are allocated to intercompany revenue in the monthly environmental

surcharge calculations. However, there is no mechanism in place for recovering these

T̂he error was explained in the supplemental responses to question 54 to LG&E and question 69 to KU ofthe first
^ta requ^ of the KIUC dated February 3,2004, and filed February 27,2004. The error was also brought to light
mLG&E's response to question 53 ofthe supplemental data request ofthe Attorney General dated March 1,2004.

-37-
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1 costs from ratepayers. Although KU pays LG&E (and vice versa) for the cost of the

2 intercompany sales, KU does not pay LG&E for the portion of environmental costs

3 allocated to intercompany sales inthe environmental surcharge calculations. These costs

4 are not recovered through either LG&E orKU*s ECR mechanism, nor are they recovered

5 through either utility's FAC. Intercompany revenues represent charges paid by one

6 utility for transfers ofelectric energy to theother. Therefore, unless these environmental

7 costs are subtracted from intercompany revenues in this proceeding, the Companies will

8 be denied the opportunity from ever recovering these legitimately incurred costs. It is

9 thus reasonable that LG&E and KU be allowed to revise Reference Schedule 1.05 of

10 Rives Exhibit 1to correct for this oversight.

11 Q. Have you prepared a revised ReferenceSchedule 1.05?

12 A. Yes. Revised Reference Schedule 1.05 for LG&E and KU are included as pages 1and 2

13 ofSeelye Rebuttal Exhibit 2.

14 Q. Please explain KU's adjustment and nature ofthe error relating to the mismatch in

13 fuel cost recovery for the test period.

16 A. As I discussed in my direct testimony, via this adjustment, the mismatch between fuels

17 costs and fuel cost recovery through KU's FAC will be eliminated consistent with

18 Commission practice. An error was detected, however, in PSC 2-15(a), when the

19 Commission Staff noted that the expense amoimt shown in the proposed adjustment was

20 taken from KU's Form A filing for November, 2003 made on December 16, 2003. In

21 fact, the expense amount included on that Form Afor September 2003 was incorrectly

22 listed as $4,269,288, when it

-38-
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adjustment for the ARO asset In order to be consistent with LG&E's efforts to remove

the impact of the adoption of SFAS No. 143, it is necessary to exclude the ARO assets

from LG&E's electric capitalization. Such an adjustment is alsoconsistent with previous

decisions by the Commission when items are removed from the calculation of rate base.

Therefore, the Commission has reduced LG&E's electric capitalization, on a pro rata

basis, by $4,585,010.

Based on the findings herein, the Commission has determined that LG&E's test-

year-end eiectric capitalization should be $1,484,965,466. The calculation of the

electric capitalization is shown in Appendix E.

REVENUES AND EXPENSES

For the test year, LG&E reported actual net operating income from electric

operations of $108,683,393.^ LG&E proposed a series of adjustments to revenues and

expenses to reflect more current and anticipated operating conditions, resulting in an

adjusted net operating income from electric operations of $68,010,218.^ The AG also

proposed numerous revenue and expense adjustments, resulting in adjusted net

operating income from electric operations of $87,T08,000."^ The Commission finds that

20 of the adjustments, proposed in LG&E's application and accepted by the AG, are

reasonable and will be accepted. During the proceeding, LG&E identified and corrected

emors in several other adjustments originally proposed in its application. The

Commission finds that three of these other adjustments, as corrected by LG&E and

Rives Direct Testimony, Rives Exhibit 1, page 1 of 3, line 1.

^ page 3 of 3, line44.

*Henkes Electric Direct Testimony, Schedule RJH-4.
-24- Case No. 2003-00433
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accepted by the AG, are reasonable and they will also be accepted. All of these 23

adjustments are set forth In detail inAppendix F,which is attached hereto.

The Commission makes the following modifications to the remaining proposed

adjustments;

Unbilled Revenues

LG&E proposed an adjustment to eliminate the effect of unbilled electric

revenues for rate-making purposes. The rationale for such an adjustment is to develop

a better match of test-year revenues and expenses, using as-billed revenues for rate-

making purposes rather than the revenues recorded on an accrual basis for accounting

purposes. LG&E made its adjustment by shifting unbilled revenues for the month

immediately preceding the test year into the test year (when they were actually billed)

and shifting unbilled revenues for the last month of the test year to the first month after

the test year. This has the effect of netting the amount of unbilled revenues at test-

year-end and at the beginning of the test year. LG&E's adjustment reduced electric

revenues by $1,867,000.

The AG did not oppose LG&E's unbilled revenues adjustment, but he did

propose a corresponding eiectric expense adjustment to reflect the expense side of an

adjustment that reduces test-year sales volumes by 4,095,000 Kwh. TheAG calculated

an expense reduction of $1,042,000 based on the 55.79 percent operating ratio used by

LG&E to calculate its customer growth adjustment.

LG&E objected to the AG's expense adjustment. Since the revenues eliminated

by LG&E's adjustment included the recovery of environmental surcharge, fuel clause

and demand-side management costs that are removed from test-year operating results

-25- Case No. 2003-00433
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APPENDIX F

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2003-00433 DATED

Schedule of Adjustments

The following adjustments were proposed by LG&E in its application, accepted by the
AG, and have been found reasonable and accepted by the Commission. The"+"
indicates an increase whileindicates a decrease.

Description

1. Adjust mismatch In fuel recovery,

2. Adjust base rates and Fuel
Adjustment Clause ("FAC") reflect
a full year of FAC roll-in.

3. Adjustment to eliminate environ
mental surcharge revenues and
expenses.

4. Eliminate electric brokered sales
revenues and expenses.

5. Eliminate electric ESM revenues
collected.

6. Eliminate ESM, environmental
surcharge, and FAC in Rate
Refund Account 449.

7. Eliminate demand-side manage
ment revenues and expenses.

8. Eliminate advertising expenses
pursuant to 807 KAR 5:016.

9. Adjustment to remove
One-Utility costs.

10. Adjustmentfor VDT net savings
to shareholders.

11. Adjust VDT-related revenues and
expenses to settlement agreement.

12. Adjustment for merger savings.

Reference
Rives Exhibit 1

Sch. 1.01

Sch. 1.02

Sch. 1.03

Sch. 1.06

Sch. 1.07

Sch. 1.08

Sch. 1.09

Sch. 1,15

Sch. 1.18

Sch. 1.20

Sch. 1.21

Sch. 1.22

Change to Change to
Revenues Expenses

-$4,406,145 -$2,005,300

+$547,244 0

-$11,228,429 -$1,766,344

-$5,389,000 -$7,811,321

-$6,974,780 0

-$7,150,231 0

-$3,277,501 -$3,280,013

0 -$62,499

0 -$1,061,924

0 +$5,640,000

+$44,485 -$224,718

-$2,758,795 +$19,427,401

Case No. 2003-00433
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Description

APPENDIX F (continued)

Reference
Rives Exhibit 1

13. Adjustment to eliminate LG&E/KU
merger amortization expense. Sch. 1.23

14. Adjustment for MISO
Schedule 10 credits. Sch. 1.24

15. Adjust for cumulative effect of
accounting change. Sch. 1.25
[AG withdrew objection to adjust
ment;AG Post-Hearing Brief at 12]

16. Adjustment to remove E. W. Brown
legal expenses. Sch. 1.27

17. Adjust for customer raleswitching
and customer plantclosing. Sch. 1.28

18. Adjustment for corporate office
lease expense. Sch, 1.29

19. Adjust for Cane Run repair refund. Sch. 1.30

20. Adjust for prior income tax
true-ups and adjustments. Sch. 1.38

Change to
Revenues

0

0

0

0

+$6,445

0

0

Conroy

Change to
Expenses

-$2,722,005

+$709,577

+$5,280,909

-$2,157,640

+$1,798,420

+$3,588,000

-$58,593

The following adjustments were proposed In the application and later revised by LG&E
accepted by the AG, and have been found reasonable and accepted by the Commission The
+ indicates an increase whileindicates a decrease.

Description

Adjust base rate revenues to reflect
a full year of the environmental
surcharge rollnn.
[Rives Ex. 1, Sch. 1.04]

Adjust off-system sales revenues
forthe environmental surcharge
calculations.
[Rives Ex. 1, Sch. 1.05]

Adjustment to reflect amortization
of ESM audit expenses.
[Rives Ex. 1, Sch. 1,17]

Revision
Reference

PSC 3-35

Seeiye
Rebuttal Ex. 2

Scott
Rebuttal Ex. 5

Change to
Revenues

+$717,788

-$2,925,817

Change to
Expenses

0 +$63,933

Case No. 2003-00433
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Kentucky Utilities Company and Louisville Gas and Electric Company
KlUC's Recommendation to Normalize Off-System Sales Margins

($)

Kentucky Utilities Company

Twelve Months Ended 12-31-2005

Twelve Months Ended 12-31-2006

Twelve Months Ended 12-31-2007

Twelve Months Ended 12-31-2008

Twelve Months Ended 10-31-2009

Average Off-System Sales Margins

Off-System Sales Margins in Test Year (Total Co)

Normalization Increase to OSS Margins (Total Co)

Kentucky Jurlsdictlonal % (from Sched 1.07)

Normalization Increase to OSS Margins (Jurisd)

Louisville Gas and Electric Company

Twelve Months Ended 12-31-2005

Twelve Months Ended 12-31-2006

Twelve Months Ended 12-31-2007

Twelve Months Ended 12-31-2008

Twelve Months Ended 10-31-2009

Average Off-System Sales Margins

Off-System Sales Margins in Test Year

Normalization Increase to OSS Margins

Intersystem
Off-System Sales

Revenues

Monthly ECR Filings

128,185,637
85,421,897

50,719,786

96,723,316
45,113,208

259,612,909
207,530,954

163,023,282

238,629,677

169,469,043

Off-System Sales
Cost of Fuel

Monthly Fuel Filings

95,156,288
65,809,314
40,752,971

83,791,493
40,629,402

191,833,293
167,326,722

134,076,606

189,093,281
151,248,885

Off-System
Sales

Margins

33,029,349

19,612,583
9,966,815

12,931,823

4,483,806

16.004,875

4,483,806

11,521,069

86.685%

9,987,039

67,779,616
40,204,232

28,946,676

49,536,396
18,220,158

40,937,416

18,220,158

22,717,258

Exhibit . LK-4)
Page 1 of 6



Kentucky Utilities Company and Louisville Gas and Electric Company
KlUC's Recommendation to Normalize Off-System Sales Margins

($)

Intersystem
Off-System Sales Off-System Sales Off-System

Revenues Cost of Fuel Sales

Monthly ECR Filings Monthly Fuel Filings Margins

Kentucky Utilities Company
2005

January 15,389,623 10,586,964 4,802,659

February 12,700,238 9,378,404 3,321,834

March 12,650,080 8,415,396 4,234,684

April 5,157,811 4,137,936 1,019,875

May 8,553,721 6,766,830 1,786,891

June 7,692,007 6,777,300 914,707

July 7,192,285 5,156,333 2,035,952

August 10,018,698 7,024,829 2,993,869

September 13,442,608 9,969,919 3,472,689

October 6,195,963 4,943,233 1,252,730

November 14,242,723 10,621,055 3,621,668

December 14,949,880 11,378,089 3,571,791

Sub-Total 128,185,637 95,156,288 33,029,349

Kentucky Utilities Company
2006

January 11,576,748 7,667,716 3,909,032

February 4,880,104 3,509,680 1,370,424

March 3,202,071 2,344,352 857,719

April 3,628,121 2,729,762 898,359

May 8,285,712 6,326,621 1,959,091

June 6,248,973 5,060,239 1,188,734

July 7,822,030 6,570,913 1,251,117

August 4,873,202 4,119,201 754,001

September 6,455,978 4,771,100 1,684,878

October 7,056,404 5,711,352 1,345,052

November 15,247,894 11,944,517 3,303,377

December 6,144,659 5,053,861 1,090,798

Sub-Total 85,421,897 65,809,314 19,612,583

Exhibit. , .K-4)
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Kentucky Utilities Company and Louisvilie Gas and Electric Company
KIUC's Recommendation to Normalize Off-System Sales Margins

($)

Intersystem

Revenues Cost of Fuel Sales

Monthly ECR Filings Monthly Fuel Filings Margins

Kentucky Utilities Company
2007

January 9,078,262 7.560,643 1,517,619

February 5,720,530 4,646,975 1,073,555

March 4,054,038 3,293,956 760,082

April 1,872,583 1,565,826 306,757

May 2,893,472 2,176,498 716,974

June 3.421,235 2,562,710 858,525

July 3,762,428 2,976,137 786,291

August 1,832,015 1,505,790 326,225

September 2,907,154 2,331,010 576,144

October 5,250,561 4,144,722 1,105,839

November 3,827,418 3,157,795 669,623

December 6,100,091 4,830,909 1,269,182

Sub-Total 50,719,786 40,752,971 9,966,815

Kentucky Utilities Company
2008

January 6,669,148 5,469,193 1,199,955

February 2,841,789 2,387,794 453,995

March 7,301,946 6,232,583 1,069,363

April 5,316,024 4,381,929 934,095

May 6,993,353 5,810,317 1,183,036

June 5,263,389 4,458.477 804,912

July 6,287,326 4,781,347 1,505,979

August 5,517,680 4,513,691 1,003,989

September 8,771,355 7,404,474 1,366,881

October 14,590,554 13,404,448 1,186,106

November 16,763,550 15,163,801 1,599,749

December 10,407,202 9,783,439 623,763

Sub-Total 96,723,316 83,791,493 12,931,823

Exhibit LK-4)
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Kentucky Utilities Company and Louisviile Gas and Electric Company
KIUC's Recommendation to Normalize Off-System Sales Margins

($)

Kentucky Utilities Company
2009

January
February
March

April
May
June

July
August
September
October

Louisville Gas and Electric Company
2005

January
February
March

April
May
June

July
August
September
October

November

December
Sub-Total

Intersystem
Off-System Sales

Revenues

Monthly ECR Filings

4.800.652

2,308,018

2,365,975

1,258,387
3.233.653

706,503

286,234

336,928

335,449

2,310,656

28,271,309
27,110,770

25,259,670
14,425,519

19,501,205

16,273,168
6,380,374

13,312,090
23,635,974
19,498,751

29,369,656
36,574,423

259,612,909

Off-System Sales
Cost of Fuel

Monthly Fuel Filings

3,869,140
2,003,372
2,090,436
1,154,796

2,914,707

628,088

252,704
304,402

314,155
2,150,362

19,002,601

18,475,411

15,694,979

10,969,516

16,836,681
16,359,134

5,025,972
9,701,467

18,415,866

13,078,141
21,563,827

26,709,698

191,833,293

Off-System
Sales

Margins

931,512
304,646
275,539

103,591
318,946

78,415

33.530

32,526
21,294

160,294

9,268,708
8,635,359

9,564,691
3,456,003

2,664,524

(85,966)
1,354,402

3,610,623
5,220,108
6,420.610

7,805,829

9,864,725

67,779,616

Exhibit I.K-4)
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Kentucky Utilities Company and Louisville Gas and Electric Company
KlUC's Recommendation to Normalize Off-System Sales Margins

($)

iiimidydLuiii

Off-System Sales Off-System Sales Off-System
Revenues Cost of Fuel Sales

Monthly ECR Filings Monthly Fuel Filings Margins

Louisville Gas and Electric Company
2006

January 26,013,419 18,163,574 7,849,845

February 11,830,429 9,654,212 2,176,217

March 9,847,917 8,712,269 1,135,648

April 10,722,286 9,092,379 1,629,907

May 19,312,232 15,683,352 3,628,880

June 14,768,997 12,639,057 2,129,940

July 18,806,829 16,485,070 2,321,759

August 13,514,960 12,767,506 747,454

September 13,321,587 11,119,174 2,202,413

October 20,548,020 16,570,198 3,977,822

November 31,622,016 22,185,071 9,436,945

December 17,222,262 14,254,860 2,967,402

Sub-Total 207,530,954 167,326,722 40,204,232

Louisville Gas and Electric Company
2007

January 23,483,840 18,834,556 4,649,284

February 18,812,628 14,573,244 4,239,384

March 15,373,804 12,689,533 2,684,271

April 11,007,686 9,860,814 1,146,872

May 12,182,827 10,682,389 1,500,438

June 10,840,204 9,020,341 1,819,863

July 11,409,618 9,014,180 2,395,438

August 10,423,508 9,595,936 827,572

September 7,315,821 6,305,102 1,010,719

October 13,329,725 10,286,976 3,042,749

November 10,694,459 9,410,056 1,284,403

December 18,149,162 13,803,479 4,345,683

Sub-Total 163,023,282 134,076,606 28,946,676

Exhibit ;:i.K-4)
Page 5 of 6



Kentucky Utilities Company and Louisville Gas and Electric Company
KlUC's Recommendation to Normalize Off-System Sales Margins

($)

Intersystem
Off-System Sales Off-System Sales Off-System

Revenues Cost of Fuel Sales

Monthly ECR Filings Monthly Fuel Filings Margins

Louisville Gas and Electric Company
2008

January 20,067,916 16,511,669 3,556,247

February 11,770,651 9,965,155 1,805,496

March 17,765,119 14,048,383 3,716,736

April 12,296,562 9,646,803 2,649,759

May 20,330,264 14,965,918 5,364,346

June 17,816,390 13,615,793 4,200,597

July 16,137,160 12,223,124 3,914,036

August 12,002,698 10,140,367 1,862,331

September 20,935,942 15,880,631 5,055,311

October 29,950,665 24,479,840 5,470,825

November 34,409,142 26,551,439 7,857,703

December 25,147,168 21,064,159 4,083,009

Sub-Total 238,629,677 189,093,281 49,536,396

Louisville Gas and Electric Company
2009

January 16,906,124 15,093,188 1,812,936

February 13,111,973 12,625,978 485,995

March 14,156,392 12,842,285 1,314,107

April 11,572,181 11,281,939 290,242

May 14,535,213 13,568,103 967,110

June 7,917,583 7,473,176 444,407

July 7,698,609 7,591,328 107,281

August 6,731,611 6,634,886 96,725

September 7,998,118 7,855,680 142,438

October 9,284,929 8,666,724 618,205

Exhibit .K-4)
Page 6 of 6
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KENTUCKY UTILITIES COMPANY

CASE NO. 2009-00548

Response to First SetofData Requests of
Kentucky Industrial UtilityCustomers, Inc.

Dated March 1,2010

Question No. 40

Responding Witness: PaulW. Thompson/Shannon L.Chamas

Q-40. Refer to page 8lines 14-18 of Mr. Thompson's Direct Testimony.

a. Please provide KU's share ofthe EEI income for each ofthe last five calendar
years andthetwelve months ending October 2009.

b. Provide the account towhich KU books itsshare ofthe EEI income.

A-40. a KU'sshareof theEEI income wasas follows:

2005 $ 2^56.843
2006 $29,405,773
2007 $26,358,781
2008 $29,548,519
Test Year Ended

10/31/09 $ 2,854.702
2009 $ 765.782 ^

b. The earnings are recorded to the FERC account 418, other income.
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Response to Question No. 61
Page 1 of 4

Cbarnas

KENTUCKY UTILITIES COMPANY

CASE NO. 2009-00548

Response to First Set ofData Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 1,2010

Question No. 61

Responding Witness: Shannon L. Chamas

Q-61. Refer to the Company's response to Staff 1-2 in which the Company identified an
anihate relationship with Electric Energy, Inc. ("EEI").

a. Please provide a detailed description ofEEI.

b. Pl^e provide ahistory by year ofannual EEI dividends to the Company both
brfore tax and after tax, by FERC account since the Company first invested in
EEI.

c. Please provide the EEI dividends to the Company during the test year both
before taxandafter tax, by FERC account.

d. provide a history by year ofthe income statement effect ofthe EEI
dividends to the Company both before tax and after tax, if any, by FERC
account since the Company first invested inEEI.

e. Ple^e provide the test year income statement effect of the EEI dividends to
the Company both before tax and after tax. ifany. by FERC account

f. Please provide ahistory of annual EEI earnings included on the Company's
income statement both before tax and after tax, ifany, by FERC account since
the Company first invested in EEI.

g. Please provide the test year income statement effect of the EEI earnings
mcluded on the Company's income statement both before and after tax ifanv
by FERC account

h. Please refer to the Attachment to Response to AG-1 Question No 34 Page 3
of 20 from KU Case No. 2008-00251 in which KU provided a schedule
enmled "Rollforward of Investment in EEI." Please provide a similar
Rollforward" schedule for the Company's EEI Investment through the end of

the test year endedOctober 31.2009.



Response to Question No. 61
Page 2 of4

Charnas

i. Please provide a history by yearof the Company's investment in EEIsince the
Company first invested in EEL

j. Please provide a history of the Company's investment in EEI from December
31,2008 through October 31,2009.

A-6I. a. KU is a minority shareholder (i.e., owns 20% of the common stock ofEEI,
which owns and operates a 1,000-Mw generating station in southern Illinois.
Previously, KU had a contractual right to take 20% ofthe available capacity
ofthe station under a pricing formula comparable to the cost ofother power
generated by KU. This contract governing the purchases from EEIterminated
on December 31, 2005 onits own terms. Subsequent to December 31, 2005,
EEI has sold power under general market-based pricing and terms. KU has not
contracted with EEI for power under the new arrangements, but maintains its
20% ownership in the common stock ofEEI.

KU is not the primary beneficiary of EEI, and, therefore, it is not consolidated
into the financial statements of KU. EEI is accounted for under the equity
methodofaccounting.



b. Dividends are recorded in account 216.1.

Dividends from EEI*

Response to Question No. 61
Pages of 4

Charnas

Year Dividends*

1996 $ 2,460,420
1997 2,443,622
1998 2,168,058
1999 2,366,775
2000 2,312,037
2001 2,060,553
2002 1.585,021
2003

2004

2005 •

2006 27,500,000
2007 21,400,000
2008 30,000,000

October 31,2009
- Year to Date 10,850,000

* Data provided is through the end ofthe test year and the thirteen years
previous that was readily available. Dividends are accounted for as a
reduction to undi^buted earnings and arenotshown netof tax.

c. KU recoided $18,350,000 in dividends for the 12 months ended October 31,
2009. Dividends are accounted for as Vreduction to undistributed earnings
and arenotshown netof tax. Alldividends were recorded in account 216.1.

d. KU's investment in EEI is accounted for using the equity method of
accounting, therefore there is noincome statement effect from EEI dividends.

e. See response to (d.) above.
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KENTUCKY UTIUTIES COMPANY

CASE NO. 2009-00548

Response to First SetofData Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 1,2010

Question No. 62

Responding Witness; S. Bradford Rives

Q-62. Refer to Mr. Rives* Exhibit 2.

a. Please list all amounts by subsidiary and by year included inthe undistributed
subsidiary earnings in column4 on theseexhibits.

b. Please Ust all amounts by subsidiary and by year included in the undistributed
subsidiary earnings in column 5 on these exhibits.

c. Please indicate A^ether the amounts in column 5 represent only direct
investment oralso include the earnings from EEI booked below the line.

d. Please provide the earnings byyear from EEI booked below the line.

A-62. a. The entire amount in column 4 is the balance in undistributed earnings
associated with KU*s investment in EEI reduced by the related deferred tax
balance. See response to Question No. 61(h)

b. Column 5includes the cost based equity investment in EEI of$1,295,800.

c. As stated in (b), column 5 includes the cost based equity investment inEEI of
$1,295,800.

d. See response to Question No. 61(f).
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Kentucky Utilities Company
EEI Operating income and Totai Revenue Requirement Adjustment

Recommended by KiUC
For the Test Year Ended October 31,2009

EEI Before Tax Earnings Recognized by KU During Test Year - Total Company (i)

Kentucky Retail Jurisdictional Factor - From Exhibit 2 in Company's Filing

EEI Before Tax Earnings Recognized by KU During Test Year- KY Retail

Rev Req Effect ofChanges to Capitalization Related to Elimination ofEEI Reductions (2)

Total Revenue Requirement Reduction by Reflecting EEI as Utility Income

(1) See KU response to KIUC 1-40

(2) See Caiculation of Capitalization Effectson Cost ofCapital Exhibit Section V

Exhibit (LK-8)
Page 1 of 1

Amounts

2,854,702

87.15%

2.487.873

(972,821)

1,515.051
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Exhibit (LK-9)
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Kentucky Utilities Company
EE! Operating Income Adjustment Based on Normalization of Before Tax Earnings

Recommended by KlUC
For the Test Year Ended October 31,2009

EE! Before Tax Eamlngs Recognized by KU During 2006
EE! Before Tax Eamlngs Recognized by KU During 2007
EEi Before Tax Earnings Recognized by KU During 2008
EEl Before Tax Earnings Recognized by KU During Test Year

EEI Average Before Tax Eamlngs Recognized by KU - Total Company

EEI Before Tax Earnings Recognized by KU During Test Year - Total Company

Additional EEI Before Tax Earnings Recognized by KU Due to Normallzation-Tota! Company

Kentucky Retail Jurisdictlonal Factor - From Exhibit 2 InCompany's Filing

Additional EEI Before Tax Earnings Recognized by KU Due to Normaiization-KY Retail

(1) See KU response to KlUC MO

Amounts

(1) 29,405,773
(1) 26,358,781

0) 29,548,519
(1) 2,854,702

(1)

22,041,944

2,854,702

19,187,242

87.15%

$ 16,721,681



EXHIBIT (LK-10)



Response to Question No. 44
Page 1 of2

Scott
KENTUCKYUTILITIES COMPANY

CASE NO. 2009-00548

Response to FirstSet ofData Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 1,2010

Question No. 44

Responding Witness; Valerie L. Scott

Q-44. Refer to page 5lines 1-7 ofMs. Charaas' Direct Testimony.
a. Please identify, describe and quantify all one-time implementation costs for

the COS that were expensed during the test year. Provide this information by
FERC expense account tothe extent it isavailable atthis level ofdetml.

b. Does the Company agree that such one-time implementation costs are not
recurring?

c. Please identify, describe and quantify all annual savings that will result from
the Implementation ofthe COS. Provide all assumptions, data, computations
and electronicspreadsheets with formulas intact.

d. Please identify and quantify the savings that were achieved from the
implementation of the COS during the test year. Provide all assumptions,
data, computations and electronic spreadsheets with formulas intact.

e. Please describe the retirement of the previous application, the date it was
retired, the plant account from which it was retired, the gross plant amount
thatwas retired, andthe netplant amount thatwasretired.



A-44. a.

Response to Question No. 44
Page 2 of 2

Scott

<^"^8 u.e test

Type ofCost
Outside Services
Meals

Meals

Meals

Employee Moving Exjpense
Tuition Reimbursement
Travel

Travel

Miscellaneous Expenses
Miscellaneous Expenses
Total

Account Amount
910001 $ 1,256,656
426501 6,506
910001 26,388
921903 148
426501 3,380
926001 4,985
910001 57,072
921903 206
910001 3,087
426501 180

$ 1.358,608

b. While, the one-time implementation cost is non-recurring, on-going costs wiU
exceed ^e costs mci^d during the test period. See the responses to Question
No. 44 (c) and(d)below. ^

c. A net reduction in expenses was not expected in the organization Cost
saving associated with the retirement of the mainframe computing platform
^ offset by the payment of license fees for the new software and support
Please see attached on CD inthe folder titled Question No. 44.

d. Anet reduction in expenses was not expected or realized during the test year
mthe Morraation Technology departments. Please see attached on CD in the
folder titled Question No. 44.

e. Prior to Ae merger with LQ&E in 1998, KU expensed software, including its
ongmm legacy system. Therefore, there was no gross or net plant amount to

• original legacy system. Beginning with the mergerwith LG&E m1998, KU capitalized software assets, consistent with LG&E.
Retirements of minor enhancements that were capitalized subsequent to 1998
occurred as the enhancements became fully depreciated.
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Response to Question No. 42
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LOUISVILLE GAS'AND ELECTRIC COMPANY

CASE NO. 2009-00549

Response to FirstSet ofData Requests of
Kentucky Industrial UtUity Customers, Inc.

Dated March 1,2010

Question No. 42

Responding Witness: Valerie L. Scott

Q-42. Refer to page 5lines 1-7 ofMs. Chamas' Direct Testimony.

a. Please identify, describe and quantify all one-time implementation costs for
^ CCS that were expensed during the test year. Provide this information by
FERC expense account to the extent itisavailable atthis level ofdetail.

b. Does the Company agree that such one-time implementation costs are not
recurring?

c. Ple^ identify, describe and quantify all annual savings that will result from
the implementation ofthe CCS. Provide all assumptions, data, computations
and electronic spreadsheets with formulas intact

d. Please identify and quantify the savings that were achieved from the
implementation of the CCS during the test year. Provide all assumptions,
data, computations and electronic spreadsheets with formulas intact.

e. Please describe the retirement of the previous application, the date it was
retired, the plant account from which it was retired, the gross plant amount
that was retired, and thenetplant amoimt that was retired.



Response to Question No. 42
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... _ ScottA-42. a. One-Ume implementation costs for CCS that were expensed during the test
year were as follows:

Type of Cost Account Amount

Outside Services 9IQ001 $ 1,357.229
Meals 426501 6,506
Meals 910001 27,908
Employee Moving Expense 426501 3,662
Tuition Reimbursement 926001 3,207
Travel 910001 50,140
Miscellaneous Expenses 910001 4.994
Total $ 1,453,646

b. While the one-time implementation cost is non-recurring, on-going costs will
exceed the costs incurred during the test period. See the responses to
QuestionNo, 42 (c) and (d) below.

c. A net reduction in expenses was not expected in the organi^tion. Cost
savings associated with the retirement ofthe main&ame computing platform
are offset by the payment of license fees for the new software and support.
Please see attached on CD inthe folder titled Question No. 42.

d. Anet reduction in expenses was not expected or realized during the test year
in the Information Technology departments. Please see attached on CD in the
folder titled Question No. 42.

e. LG&E retires a software asset onc^ it becomes fully depreciated in
accordance with FERC guidelines on vintage year accounting. The original
legacy system was retired from the plant records in 1999 and 2000 from plant
account 303 - Intangible Plant with a gross plant amount of $14,749,650 and
$5,497,388 respectively. The net plant amounts for these assets were $0 as
they were fully depreciated. Retirements ofminor enlmncements subsequent
to the in-service date occurred as the enhancements became fiilly depreciated.
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KENTUCKY UTILITIES COMPANY

CASE NO. 2009-00548

Response to First Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 1,2010

Question No. 45

Responding Witness: Ronald L. Miller

Q-45. Refer to page 2 line 10 through page 3 line 2ofMr. Miller's Direct Testimony.

a. When will the Company recognize the coal tax credit for 2009 on its
accounting books?

b. Please provide the amount of the coal tax credit for 2009 that will be
recognized onthe Company's accounting books in2010, if any, separated into
the portion used as a credit against the Kentucky state income tax apd the
portionused as a credit against propertytaxes.

c. Please confirm that the Company agrees that the coal tax credit to the
Kentucky state income tax must be grossed-up to quantify the revenue
requirement effect ofeither including orexcluding this adjustment.

A-45. a. The Company will recognize the coal tax credit for 2009 on its accounting
books in 2010. v

b. The Company will recognize $5,555,186 of coal tax credit for 2009 and is
expecting touse the entire amount asa credit against property taxes.

c. To the extent the coal tax credit is being used to reduce property taxes, the
Company does not believe the coal tax credit must be grossed-up to quantify
the revenue requirement effect of either including or excluding this
adjustment.
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2009-00549

Response toFirst SetofData Requests of
Kentucky IndustrialUtility Customers, Inc.

Dated March 1,2010

Question No. 44

Responding Witness: Ronald L. Miller

Q-44. Refer to page 2line 11 through page 3line 4of Mr, Miller's Direct Testimony.

a. When will the Company recognize the coal tax credit for 2009 on its
accounting books?

b. Please provide the amount of the coal tax credit for 2009 that will be
recognized on the Company's accounting books in 2010, ifany, separated into
the portion used as a credit against the Kentucky state income tax and the
portion used asa credit against property taxes.

c. Please confirm that there are two adjustments to remove the coal tax credit
from the test year, the first for $976,551 shown on Exhibit 1 Schedule 1.38
andthesecond for$1,037,813 shown onExhibit 1Schedule 1.43.

d. Please confirm that the Company agrees that the coal tax credit to the
Kentucky state income tax must be grossed-up to quantify the revenue
requirement effect ofeither including or^xcluding this adjustment.

A-44. a. The Company will recognize the coal tax credit for 2009 on its accounting
books in 2010.

b. The Company has applied for $3,534,596 ofcoal tax credit for 2009 and, if
approved, is expecting to use the entire amount as a credit against property
taxes. r r /

c. Yes, the Company does have two adjustments to remove the coal tax credit
from the test year. The first for $976,551 removes the coal tax credit applied
to property tax expense. The second for $1,037,813 removes the coal tax
credit appliedto income tax expense.

d. To the extent that the coal tax credit is being used to reduce property taxes, the
Company does not believe the coal tax credit must be grossed-up to quantify
the revenue requirement effect of either including or excluding this
adjustment.
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J

KENTUCKY UXILITIES COMPANY

CASE NO. 2009-00548

Response to First Set of Data Requests of
Kentucky Industrial UtilityCustomers, Inc.

Dated March 1,2010

Question No. 46

Responding Witness: Ronald L. Miller

Q-46. Refer to page 3 lines 3-15 ofMr. Miller's Direct Testimony.

a. Please provide a copy of all studies, analyses, and/or ail other documentation
that addresses the availability ofthe $2 per ton credit for eligible Kentucky
coal purchases for new cleait coal facilities.

b. Please provide a copy of all applications and/or other correspondence with
any state agency addressing the availability and/or amount of the $2 per ton
credit foreligible Kentucky coalpurchases fornewclean coalfacilities.

c. Please indicate whether the Company is aware ofany reason why itwould not
obtain the $2 per ton credit for eligible Kentucky coal purchases for new clean
coal facilities.

A-46. a. There are presently no internal studies, analyses, or other documentation by
the Company addressing the availability ofthe credit. Attached is a copy of
the Kentucky Revised Statute - KRS § 141.428 Kentucky Clean Coal
Incentive Act.

b. The Company has not filed an application for the Kentucky Clean Coal
Incentive tax credit. The Company has made informal inquiries with state
representatives regarding the certification process. Based on these inquiries,
we believe there have been no other applicants for this credit, and
consequently, no certification process is in place. We were invited to formally
cpntact the state to determine eligibility and plan to do so prior to Trimble
County 2 going in service in mid 2010.

c. As discussed in (b) above, there is currently no established qualification
criteria or procedures for certification. Due to this uncertainty, the Company
is unsure at thistime whether it willbe eligible for the credit.
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KRS S 141.428

141.428 Kentucky Clean Coal Incentive Act; definitions; taxcredit; administrative
regulations

(1) As used in this section:

(a) "Clean coal facility" means an electric generation facility beginning commercial
operation on orafter January 1,2005, at acost greater than one hundred fifty million
dollars ($150,000,000) that islocated in the Commonwealth ofKentucky and iscertified
by the Environmental and Public Protection Cabinet as reducing emissions ofpollutants
released during generation ofelectricity through the use ofclean coal equipment and
technologies;

(b) "Clean coal equipment" means equipment purchased and installed for commercial use
in aclean coal facility to aid in reducing the level ofpollutants released during the
generation of electricity from eligible coa};

(c) "Clean coal technologies" means technologies incorporated forusewithin a clean coal
facility to lower emissions ofpollutants released during the generation ofelectricity fi^om
eligible coal;

• (d) "Eligible coal" means coal that is subject tothe tax imposed under KRS 143.020;

(e) **10^* means aunit ofweight equivalent totwo thousand (2,000) pounds; and

(f) "Taxpayer** means taxpayer asdefined inKRS 131.010(4).

(2) Effective for tax years ending on orafter December 31,2006, anonrefundable,
nontransferable credit shall be allowed for:

(a)Anyelectricpowercompany subject to tax underKRS 136.120 and certified as a clean
coal facility orany taxpayer that owns oroperates a clean coal facility and purchases
eligible coal that isused by the taxpayer inacertified clean coal facility; or

(b) Aparent company of anentity identified inparagraph (a) ofthis subsection if the
subsidiary is wholly owned.

(3) (a) The credit may be taken against the taxes imposed by:

1.KRS 136.070;

2. KRS 136.120; or

) 3. KRS 141.020or 141.040, and 141.0401.
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(b) The credit shall not be earned forward and must be used on the tax return filed for the
period during which the eligible coal was purchased. The Environmental and Public
Protectioii Cabinet must approve and certify use ofthe clean coal equipment and
technologies within aclean coal facility before any taxpayer may claim the credit.

(c) The credit allowed under paragraph (a) of this subsection shall be applied both to the
mcome tax imposed under KRS 141.020 or 141.040 and to the limited liability entity tax
unposed under KRS 141.0401, with the ordering ofcredits as provided in KRS 141.0205.

(4) The amount ofthe allowable credit shall be two dollars ($2) per ton ofeligible coal
purchased that is used to generate electric power at acertified clean coal facility, except
that no credit shall be allowed ifthe eligible coal has been used to generate acredit under
KRS 141.0405 for the taxpayer, aparent, or asubsidiary.

(5) Each taxpayer eligible for the credit provided under subsection (2) ofthis section shall
file aclean coal incentive credit claim on forms prescribed by the Department of
Revenue. At the time offiling for the credit, the taxpayer shall submit an electronic report
ven^g the tons ofcoal subject to the tax imposed by KRS 143.020 purchased for each
year inwhich the credit is claimed. The Department ofRevenue shall determine the
amount ofthe approved credit and issue acredit certificate to the taxpayer.

(6) Corporations and pass-through entities subject to the tax imposed under KRS 141.040
or 141.0401 shall be eligible to apply, subject to the conditions imposed under this
section, the approved credit against its liability for the taxes, in consecutive order as
follows:

(a) The credit shall first be applied against both the tax imposed by KRS 141.0401 and the
tax imposed by KRS 141.020 or 141.040, with the ordering ofcredits as provided in KRS

(b) The credit shall then be applied to the tax imposed by KRS 136.120.

The credit shall meet the entirety ofthe taxpayer's liability under the fust tax listed in
consecutive order before applying any remaining credit to the next tax listed. The
taxpayer's total liability under each preceding tax must be fully met before the remaining
credit can beapplied to thesubsequent taxlisted inconsecutive order.

(7) If the taxpayer is apass-through entity not subject to tax under KRS 141.040, the
amount ofapproved credit shall be applied against the tax imposed by KRS 141.0401 at
the entity level, and shall also be distributed to each partner, member, or shareholder
based on the paitaer's, member's, or shareholder's distributive share ofthe income ofthe
pass-through entity. The credit shall be claimed in the same manner as specified in
subsection (6) of this section. Each pass-through entity shall notify the Department of

^ Revenue electronically ofall partners, members, or shareholders who may claim any
^ amount of the approved credit. Failure to provide infonnation to the Department of
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Revenue in amanner prescribed by regulation may constitute the forfeiture ofavail^le*"^
credits to all partners, members, or shareholders associated with the pass-through entity.

(8) The taxpayer shall maintain all records associated with the credit for aperiod offive (5)
yeare. Acceptable verification ofeligible coal purchased shall include invoices that
mdicate the tons ofeligible coal purchased from aKentucky supplier ofcoal and proofof
remittance for that purchase.

(9) The Department ofRevenue shall develop the forms required under this section,
specifying fee procedure for claiming the credit, and applying the credit against the
taxpayer's liability in the order provided under subsections (6) and (7) ofthis section.

(10) The Govemor's Office ofEnergy Policy, Environmental and Public Protection
Cabinet, and the Department ofRevenue shall promulgate administrative regulations
necessary to administer this section.

(11) This section shall beknown asthe Kentucky Clean Coal Incentive Act.

HISTORY: 2007 2nd ex s,c 1, §28, eff. 8-30-07; 2006 1st ex s,c 2. §35, eff. 6-28-06*
2005 c 168, § 142, eff. 3-18-05

Legislative Research Commission Note (6-28-06): 2006 (1st Extra. Sess.) Ky. Acts ch.
2, sec. 73, provides that 'unless aprovision ofthis Act specifically applies to an earlier
tax year, theprovisions ofthis Act shall apply totaxable years beginning onorafter
January 1,2007."

Legislative Research Commission Note (3-18-05): 2005 Ky. Acts ch. 168, sec. 165,
provides that this section shall apply to tax years beginning on orafter January 1,2005.

Legislative Research Commission Note (3-18-05): 2005 Ky. Acts chs. 11, 85,95,97,
98,99,123, and181 instruct the Reviser of Statutes to correct statutory references to
agencies and officers whose names have been changed in2005 legislation confirming the
reorganization of theexecutive branch. Such a correction hasbeenmade in thissection.
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KENTUCKY UTILITfES COMPANY

CASE NO. 2009-00548

Response to Second SetofData Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 26,2010

Question No. 11

Responding Witness: Paul W,Thompson/Ronald L. Miller

Q-11. Refer to the Company's response to KIUC 1-46.

a. Is there any reason the Company believes that itwill not qualify for the $2 per ton
credit for eligible Kentucky coal purchases for new clean coal facilities?

b. Will the coal used at TC2 besubject to the tax imposed under KRS 143.020 as
referenced inKRS 141.428(l)(d)? Ifnot, please explain why itwill not be.

c. Is the Company or its parent subject to tax under KRS 136.120 as referenced in
KRS 141.428(2)(a) and (b)? Ifnot,please explain whyit willnotbe.

d. Please describe the taxes imposed by: i) KRS 136.070, ii) KRS 136.120, and iii)
KRS 141.020 or141.040, and 141.041 as referenced in KRS 141.428(3)(a).

e. To the extent the Company qualifies for the $2 per ton credit for eligible
Kentucky coal purchases for new cleail.coaI facilities and the credit is applied to
reduce ^e Company's Kentucky state income tax, please confirm that the
Company agrees that the revenue requirement effect is the amount of the credit
grossed-up for income taxes. If the Company does not agree with this statement,
then please explain why it disagrees and provide a copy of all research and/or
source documents uponwhich it relies for suchdisagreement.

f. Please provide the number of tons of coal that the Company will bum at TC2 at
an 85% assumed capacity factor. Please provide all assumptions necessary to
replicate the Company's quantification.

g. Please provide the Btu contentof the coal that the Company willbum at TC2.

h. Please provide the projected heat rate ofTC2.

A-11. a. As stated in the response to KIUC 1-46 b and c, the Kentucky Department of
Energy and Environment has not formulated the qualification criteria or
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procedures for certification. Without knowing the criteria and procedures,
qualification is not known at this time.

b. KRS 143.020 imposes atax on the severance and/or processing ofcoal in the state
of Kentucky. KU expects that Kentucky sourced coal used at TC2 will be subject
to the severance tax imposed under KRS 143.020. The remaining coal purchased
will originate outside of Kentucky and will not be subject to the tax imposed
under KRS 143.020.

c. Yes, KU is subject to tax under KRS 136.120 which imposes state property taxes
on operating property of public service corporations, including gas and electric
power companies.

d. i) KRS 136.070 imposed acorporation license tax on corporations either having
a commercial domicile inthis state or foreign corporations owning or leasing
property within the State ofKentucky. This tax ended for tax periods ending
on 12/31/05 and later. As a public service corporation KU was not subject to
the tax under KRS 136.070 prior to its expiration under KRS 136.0701.

ii) KRS 136.120 imposes state property taxes on operating property for public
service corporations, including gas and electric power companies. KU is a
public service corporation that is centrally assessed property taxes under KRS
136.120.

iii) KRS 141.020 is the imposition ofKentucky state income taxes onindividuals.
KRS 141.040 is the imposition of Kentucky income taxes on corporations.
KRS 141.041 is the imposition of Kentucky limited liability entity taxes. KU
is subject to KRS 141.040. \

e. If KU receives the new clean coal incentive tax credit and if the credit were
applied to reduce Kentucky income taxes, the revenue requirement effect of the
state credit (less the loss of applicable federal tax benefit) would be grossed up for
income taxes. However, KU has not applied for nor received thenew clean coal
incentive tax credit.

f. The Company does not anticipate operating TC2 at an 85% capacity factor,
particularly in the first year of operation. The tons burned for total Trimble
County 2 at an 85% capacity factor is estimated at 2,500,000 per year. That is
based on6.942 MMBTU perhour, an85% capacity factor, and aBTU content per
pound of 10,340. Therefore the BTU calculation is 6,942 X 24hours X 365 days
X 85% Capacity FactorX 1,000,000 = 51.690,132,000,000 BTU*s.

BTU's per ton = 10,340 BTU's per pound X 2000pounds = 20,680,000.

Tons peryear = 51,690,132,000,000 divided by20,680,000 = approx. 2,500,000.



Response to Question No. 11
Page 3 of 3

Thompson/MlUer

Tons Oalculated Above 2500 000
Adjustment for 25% IMEA/IMPA ownership o75
KU/LG&E ownership tons i 875"o^
KU ownership percentage ' qgj
KUtons l,518i^
Estimated Kentucky Purchases q 53
KU Kentucky purchases 804.93R

g. The expected BTU content ofthe coal is 10,340 BTU per Pound.

h. The projected average net heat rate for the unit is 8,774 (BTU/kWh) for the vear
2010, and 8,753 (BTU/kWh) for the year 2011.
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2009-00549

Response to First Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 26,2010

Question No. 8

Responding Witness: Paul W. Thompson/Ronald L. Miller

Q-8. Refer to the Company's responseto KIUC 1-45.

a. Is there any reason the Company believes that it will notqualify for the S2 per ton
credit for eligibleKentucky coal purchases for new clean coal facilities?

b. Will the coal used at TC2 be subject to the tax imposed under KRS 143.020 as
referenced inKRS 141.428(l)(d)? Ifnot, please explain why itwill notbe.

c. Is the Company or its parent subject to tax under KRS 136.120 as referenced in
KRS 141.428(2)(a) and (b)? If not,please explain whyit willnotbe.

d. Please describe the taxes imposed by: i) KRS 136.070, ii) KRS 136.120, and iii)
KRS 141.020 or 141.040, and 141.041 asreferenced in KRS 141.428(3)(a).

e. To the extent the Company qualifies for the $2 per ton credit for eligible
Kentucky coal purchases for new clean coal facilities and the credit is applied to
reduce the Company's Kentucky state income tax, please confirm that the
Company agrees that the revenue requirement effect is the amount of the credit
grossed-up for incometaxes. If the Company doesnot agree with this statement,
then please explain why it disagrees and provide a copy of all research and/or
sourcedocumentsupon which it relies for such disagreement.

f. Please provide the number of tons of coal that the Company will bum at TC2 at
an 85% assumed capacity factor. Please provide all assumptions necessary to
replicate the Company's quantification.

g. Please providethe Btu content of thecoal that the Company willbum at TC2.

h. Pleaseprovide the projectedheat rate ofTC2.

A-8. a. As stated in the response to KIUC 1-45 b and c, the Kentucky Department of
Energy and Environment has not formulated the qualification criteria or
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procedures for certification. Without knowing the criteria and procedures,
qualification is not known at this time.

b. KRS 143.020 imposes a tax on the severance and/or processing ofcoal inthe state
of Kentucky. LG&E expects that Kentucky sourced coal used at TC2 will be
subject to the severance tax imposed under KRS 143.020. The remaining coal
purchased will originate outside of Kentucky and will not be subject to the tax
imposed under KRS 143.020.

c. Yes, LG&E is subject to tax under KRS 136.120 which imposes state property
taxes on operating property of public service corporations, including gas and
electricpower companies.

d. i) KRS 136,070 imposed acorporation license tax on corporations either having
a commercial domicile in this state orforeign corporations owning or leasing
property within the State ofKentucky. This tax ended for tax periods ending
on 12/31/05 and later. As a public service corporation LG&E was not subject
tothe tax under KRS 136.070 prior toitsexpiration under KRS 136.0701.

n) KRS 136.120 imposes state property taxes on operating property for public
service corporations, including gas and electric power companies. LG&E isa
public service corporation that is centrally assessed property taxes under KRS
136.120.

iii) KRS 141.020 is the imposition ofKentucky state income taxes on individuals,
KRS 141.040 is the imposition ofKentucky income taxes on corporations.
KRS .141.041 is the imposition of Kentucky limited liability entity taxes.
LG&E is subject to KRS 141.040. «.

e. If LG&E receives the new clean coal incentive tax credit and if the credit were
applied to reduce Kentucky income taxes, the revenue requirement effect of the
state credit (less the loss ofapplicable federal tax benefit) would be grossed up for
income taxes. However, LG&E has not applied for nor received the new clean
coal incentive tax credit.

f. The Company does not anticipate operating TC2 at an 85% capacity factor,
particularly in the first year of operation. The tons burned for total Trimble
County 2 at an 85% capacity factor is estimated at 2,500,000 per year. That is
based on 6,942 MMBTU per hour, an 85% capacity factor, and aBTU content per
pound of 10,340. Therefore the BTU calculation is6,942 X24 hours X365 days
X 85% Capacity Factor X 1,000,000 = 51,690,132.000,000 BTU's.

BTU's perton = 10,340 BTU's per pound X2000 pounds = 20,680,000.

Tons per year = 51.690,132,000,000 divided by 20,680,000 =approx. 2,500,000.
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Tons Calculated Above 2,500,000
Adjustment for 25% IMEA/IMPA ownership 0,75
KU/LG&E ownership tons 1,875,000
LG&E ownership percentage Q. 19
LG&Etons 356^^
Estimated KentuckyPurchases 0.53
LG&EKentuckypurchases 188.813

g. The expected BTU content ofthe coal is 10,340 BTU per Pound.

h. The projected average net heat rate for the unit is 8,774 (BTU/kWh) for the year
2010, and8,753 (BTU/kWh) forthe year 2011.
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KENTUCKY UTILITIES COMPANY

CASE NO. 2009-00548

Response to First Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 1,2010

Question No. 48

Responding Witness: Daniel K. Arbough

Q-48. Please provide a five year monthly history (2005-2009) of the average daily
balances of short term debt by type of short term debt security and/or source
(bank loans, commercial paper, money pool, receivables financing, etc.)» the
average interest rate for each month by type of short term debt and/or source, and
the basis for the interest rate for each month by type of short term debt and/or
source.

A-48. Attached is a five yearmonthly history (2005-2009) of the average dailybalances
of short term debt. During this period Kentucky Utilities Company's short-term
debt has been sourced through a Money Pool agreement. The daily outstanding
balance of all short term loans accrues interest at the rate for high-grade
unsecured 30-daycommercial paper of major corporations sold throughdealers as
quotedin The Wall Street Journal (the"Average Composite") on the last business
day of the prior calendar month.
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Month/Year Average Daily Balance Average Interest
January-OS $26,S87,1S7.50 2.340%
February-OS $22,377,241,38 2.500%

March-OS $7,465,312.S0 2.650%
April-OS $8,442,741.94 2.780%
May-OS $8,318,593.75 2.980%
June-OS $62,021,129.03 3.060%
July-OS $40,323,750.00 3.270%

August-OS $12,323,125.00 3.430%
September-OS $10,620,967.74 3.640%

October-OS $21,761,406.25 3.790%
November-OS $52,720,645.16 4.030%
December-OS $57,655,781.25 4.210%
January-06 $117,075,000.00 4.300%
February-OS $92,364,689.66 4.510%

March-06 $34,955,468.75 4.530%
April-06 $64,977,838.71 4.780%
May-06 $63,522,687.50 4.960%
June-06 $80,722,677.42 5.010%
JuIy-06 $42,036,445.44 5.290%

August-06 $52,230,410.25 5.360%
September-06 $42,255,015.29 5.270%

October-06 $28,569,991.50 5.260%
November-06 $23,754,924.97 5.270%
Oecember-06 $55,844,272.75 5.250%

January-07 $76,576,024.59 5.270%
February-07 $67,629,674.69 5.260%

March-07 $66,906,116.50 5.260%
April-07 $34,358,505.61 5.260%
May-07 $89,762,741.50 5.260%
June-07 $126,776,634.65 5.260%
JuIy-07 $149,287,272.75 5.280%

August-07 $193,959,429.00 5.240%
September-07 $169,563,279.81 5.620%

October-07 $85,925,304.00 5.050%
November-07 $55,212,020.67 4.720%
December-07 $73,478,760.25 4.750%
January-OS $25,431,034.65 4.980%
February-08 $34,988,292.71 3.080%

March-OS $43,500,047.75 3.080%
April-OS $51,952,034.65 2.630%
May-OS $79,860,329.00 2.840%
June-OS $73,191,389.48 2.430%
July-OS $102,288,454.00 2.450%



August-Oa

September>08

October-08

November-08

December-08

January-OO
February-09

March-09

April-09

May-09

June-09

July-09

August-09

September-09

October-09

November-09

Oecember-09

$132,249,735.25
$114,129,099.16
$97,178,922.75
$118,573,099.16
$83,309,297.75
$14,894,563.38
$13,612,087.33
$16,073,469.15
$27,064,244.32
$53,960,235.25
$80,707,212.06
$39,338,391.50
($478,108.50)
($207,433.10)

$5,872,891.50
$8,052,566.90
$8,815,654.00
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2.450%

4.950%

2.950%

1.490%

0.5400%

0.7900%

0.7500%

0.5500%

0.4000%

0.3000%

0.3500%

0.3000%

0.2500%

0.2200%

0.2200%

0,2000%
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2009-00549

Response to First Set ofData Requests of
Kentucky Industrial Utility Customers, Inc.

Dated March 1, 2010

Question No. 47

RespondingWitness: Daniel K. Arbough

Q-47. Please provide a five year monthly history (2005-2009) of the average daily
balances of short term debt by type of short term debt security and/or source
(bank loans, commercial paper, money pool, receivables financing, etc.), the
average interest rate for each month by type of short term debt and/or source, and
the basis for the interest rate fqr each month by type of short term debt and/or
source.

A-47. Attached is a five yearmonthly history (2005-2009) of the average daily balances
of short term debt. During this period Louisville Gas and Electric Company's
short-term debt has been sourced through a Money Pool agreement. The daily
outstanding balance of all short term loans accrues interest at the rate for high-
grade unsecured 30-day commercial paper of major corporations sold through
dealers as quoted in The Wall Street Journal (the "Average Composite") on the
last business day of the prior calendar month.
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Month/Year Average Daily Balance Average Interest
January-05 $82,890,312.50 2.340%
February-05 $73,938,103.45 2.500%

March-05 $36,421,250.00 2.650%
ApriI-05 $13,063,225.81 2.780%
May-05 {$20,831,423.88) 2.980%
June-05 $7,725,967.74 3.060%
JuIy-05 $14,120,625.00 3.270%

August-05 $40,592,031.25 3.430%
September-05 $40,668,387.10 3.640%

October-05 $51,104,531.25 3.790%
November-05 $113,880,000.00 4.030%
December-05 $138,556,406.25 4.210%

January-OS $117,075,000.00 4.300%
February-Oe $87,038,103.45 4.510%

March-06 $34,955,468.75 4.530%
ApriI-06 $19,669,032.26 4.780%
May-06 $3,392,656.25 4.960%
June-06 ($7,751,290.32) 5.010%
JuIy-06 ($6,455,875.00) 5.290%

August-06 ($6,227,906.25) 5.360%
September-06 ($1,438,838.71) 5.270%

October-06 $17,384,972.99 5.260%
November-06 $74,173,290.32 5.270%
December-06 $60,547,696.97 5.250%
January-07 $54,965,454.55 5.270%
February-07 $60,032,482.76 5.260%

March-07 $17,797,593.75 5.260%
April-07 $7,963,903.23 5.260%
May-07 $20,492,218.75 5.260%
June-07 $42,097,000.00 5.260%
July-07 $79,112,750.00 5.280%

Augu5t-07 $82,031,156.25 5.240%
September-07 $76,146,580.65 5.620%

October-07 $91,862,437.50 5.050%
November-07 $100,511,774.19 4.720%
December-C7 $71,306,306.25 4.750%
January-08 $62,527,887.50 4.980%
February-08 $42,261,909.68 3.080%

March-08 $38,754,252.50 3.080%
April-OS $138,886,262.50 2.630%
May-08 $160,865,606.25 2.840%
June-08 $172,720,941.94 2.430%
July-OS $266,829,512.50 2.450%
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Arbough

August-08 $308,515,950.00 2.440%

September-08 $320,625,264.52 2.450%

October-08 $330,075,012.50 4.950%

November-08 $324,371,458.06 2.950%

December-08 $220,673,387.50 1.490%

January-09 $203,853,681.25 0.5400%

February-09 $158,085,779.31 0.7900%

March-09 $115,697,806.25 0.7500%

April-09 5122,559,077.42 0.5500%

May-09 $115,686,212.50 0.4000%

June-09 $103,614,754.84 0.3000%

JuIy-09 $147,595,931.25 0.3500%

August-09 $155,035,462.50 0.3000%

September-09 $143,386,270.97 0.2500%

October-09 $143,327,993.75 0.2200%

November-09 $144,216,980.65 0.2200%

December-09 $157,782,806.25 0.2000%
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KlUC Adjustments to KU Capitalization and Cost of Capital
Test Year Ending 10/31/2009

i. KU CapKallzstlon, Cost of Capital, and Gross Revenue Conversion Factor Per Filing

Exhibit (ur\—i9)
Page 1 of 2

Per

Book

Balance

KU

Froforma

Adjustments

KU

Adjusted
CaDltalizatlon

KU

Kentucky
Juiisdictional

Factor

KU

Kentucky
Adjusted

Capitalization

Capital
Ratio

Component
Costs

Weighted
Avg Cost

Grossed Up
Cost

Revenue

Reouirement

Short Term Debt

Long Term Debt
Common Equity

Total Capital

19,665,954

1,631,779,405
1.933.128.508

(403.916)
(33,525.319)
(45,717.931)

19.262.038
1,598,254,066
1.887.410.577

87.15%

87.15%

87.15%

16,766,866
1,392,876,436
1,644.878.318

0.55%

45.60%

53.85%

0.22%

4.66%

11.50%

0.00%

2.13%

6.19%

0.00%

2.14%

9.86%

65,345.247
301.035.751

3.584.573.867 (79,647,166) 3,504,926.701 3,054,543,620 100.00% 8.32% 11.99% 366.360,997

11. KU Capitalization, Cost ofCapital, andGrossRevenue Conversion FactorAdjusting Capitalization for
Capitalization Adjustment 1 - Reflect Average Short Term Debt

KU

Adjusted
KlUC

Proforma

Adlustmenl 1

KlUC

Adjusted
Capitalization

After

Adlustment 1

Kentucky
Jurisdictlonal

Factor

KlUC

Kentucky
Adjusted

CaDitallzaticn

KlUC

Adjusted
Capital
Ratio

Component
Costs

Weighted
Avo Cost

Grossed Up
Cost

Revenue

Reouirement

Incremental

Revenue

Reouirement

Short Term Debt

Long Term Debt
Common Equity

Total Caoital

19,262.038
1,598,254,086
1,887.410,577

18,060,708
(8,281.233)
(9.779.475)

37,322,746
1,589,972,853
1.877.631.102

87.15%

87.15%

87.15%

32.526.773
1,385,661.341
1.636,355,506

1.06%

45.36%

53.67%

0.22%

4.68%

11.50%

0.00%

2.12%

6.16%

0.00%

2.13%

9.61%

71,880
65,131.479

299.610.183

71,880
(213,768)

(1.425,567)

3,504.926.701 3.504,926.701 3,054.543,620 100.00% 8.29% 11.94% 364.813.542 (1.567.455)

III. KU Capitalization, Cost of Capital, and Gross Revenue Conversion Factor Adjusting Short Term Dobt Rate to 0.20% and the Long Term Debt Rate to 4.66%.

KlUC

Kentucky
Adjusted

Capitalization

KlUC
Adjusted
Capita!
Ratio

Component
Costs

Weighted
Ava Cost

Grossed Up
Cost

Revenue

Reouirement

incremental

Revenue

Reouirement

Short Term Debt

Long Term Debt
Common Equity

Total CaplUl

32.526.773

1,385.661,341
1.636.355.506

1.06%

45.36%

53.57%

0.20%

4.66%

11.50%

0.00%

2.11%
6.16%

0.00%

2.12%

9.81%

65,345
64,853,163

299,610,183

(6,535)
(276.316)

3.054.543,620 100.00% 8.28% 11.93% 364,528.692 (284.850)



KIUC Adjustments to KU Capitalization and Cost of Capital
Test Year Ending 10/31/2009

IV. KU Capitalization, Cost of Capital, and Gross Revenue Conversion Factor Adjusting Return on Common Equity to 9.7%.

KIUC

Kentucky
Adjusted

KIUC

Adjusted
Capital
Ratio

Component
C^ts

Weighted Grossed Up
Cost

Exhibit ^(LrxTj.:))
Page 2 of 2

Revenue

Incremental

Revenue

Short Term Debt

Lor^ Teiin l^ebt
Common Equl^

32,526,773
1,365,661,341
1,636,355,506

1.06%

45.36%

53.57%

0.20%

4.66%

9.70%

0.00%

2.11%

5.20%

0.00%

2.12%

8.27%

65,345
64,853,163

252,714,698 (46.895,485)

Total Capital 3,054.543,620 100.00% 7.31% 10.40% 317,633,207 (46.895.485)

KU Capitalization, Cost of Capttal, and Gross Revenue Conversion Factor Adjusting Capitalization For:
Capitalization Adjustment 2-Eliminate Company's Adjustments to Remove Its Original EEI Investment and Undistributed EEI Earnings

KIUC

Adjusted
Capitalization

After

Adiustment 1

KIUC

Proforma

Adjustment 2

KIUC

Adjusted
Capitalization

After

Adiustment 2

Kentucky
JurisdictJorral

Factor

KIUC

Kentucky
Adjusted

Capitalization

KIUC

Adjusted
Capital
Ratio

Component
Costs

We^hted
Avq Cost

Grossed Up
Cost

Revenue

Reoulremenl

Incremental

Revenue

Requirement

Short Tenn Debt

Long Term Debt
Common Equity

37,322,746
1,569,972,653
1.877,631,102

7,127
589,848

6,906.883

37,329,873
1,590,562,701
1,884,537,785

87.15%

87.15%

87.15%

32.532.985
1,386.176.394
1.642.374.680

1.06%

45.28%

53.65%

0.20%

4.66%

9.70%

0.00%

2.11%

5.20%

0.00%

2.12%

8.29%

65,362
64,877,208

253.644.261

17

24,045
929,563

Total Capital 3,504,926,701 7.503,658 3,512,430,359 3,061.083.058 100.00% 7.32% 10.41% 318.586,831 953,625
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KJUC Adjustments to LG&E Capitalization and Cost of Capital
Test Year Ending 10/31/2009

I. L6&ECapitalization.Cost of (^pttal. and Gross Rsvenuo Conversion Factor Per Filing

Exhibit yLr\—?0)
Page 1 of 2

Per

Book

Balance

LG&E

Profbrma

Adjustments

LG&E

Adjusted
Capitalization

LG&E

Kentucky
JuriedIctlonai

Factor

LG&E

Kenftjcky
Adjusted

CaDltalizatlon
Capital
Ratio

Component
Costs

Weighted
Avg Cost

Grossed Up
Cost

Revenue

Reauirement

Short Term Debt
Long Term Debt
Common Equity

150,667,400
896.104.000

1.237.876.536

(150,667.400)
150,261,828

(16,229,595)
1.046.365,828
1.221.646.941

79.62%

79.62%

79.62%

833,116.472
972.675.294

0.00%

46.14%

53.86%

0.22%

4.61%

11.50%

0.00%

2.13%

6.19%

0.00%

2.14%

9.90%

36.644,783
178,782.917

Total Capital 2,264.647.936 (16,635.167) 2.268,012.769 1.805,791,767 100.00% 8.32% 12.04% 217.427,699

LG&E Capitalization, CostofCapital, and Gross Rovenuo ConversionFactor AdjustingCapitalization for:
Capitalization Adjustment 1 • Reflect Average Short Term Detrt

LG&E

Adjusted
Caoitalizatlon

KlUC

Profomia

Adjustment 1

KlUC

Adjusted
Capitalization

After

Adjustment 1

Kentucky
Jurisdictional

Factor

KlUC

Kentucky
Adjusted

Capitalization

KlUC

Adjusted
Capital
Ratio

Component
Costs

Weighted
Avg Cost

Grossed Up
Cost

Revenue

Reauirement

Incremental

Revenue

Short Term Debt

Long Term Debt
Common Equity

1,046,365,828
1.221.646.941

100,000,000
(46,135.800)
(53.864.200)

100,000.000
1,000.230.026
1.167.782.741

79.62%

79.62%

79.62%

79,620,000
796,383,149
929,788.618

4.41%

44.10%

51.49%

0.22%

4.61%

11.50%

0.01%

2.03%

5.92%

0.01%

2.04%

9.47%

175,966
36,886,427

171.021.139

175,988
(1.758.356)
(7.761.778)

Total Capital 2,268,012.769 . 2,268,012.769 1.805.791.767 100.00% 7.98% 11.52% 208.083.553 (9.344.146)

LG&E Capltallratlon, CostofCapital, andGrossRevenue Conversion Factor Adjusting ShortTerm Debt Rat© to 0.20% andthe Long Term Debt Rate to4.58%.

KlUC

Kentucky
Adjusted

Capitalizatjon

KlUC

Adjusted
Capital
Ratio

Component
Costs

Weighted
Avq Cost

Grossed Up
Cost

Revenue

Reauirement

Incremental

Revenue

Reauirement

Short Term Debt

Long Term D^t
Common Equity

79,620,000
796,383,149
929,788.618

4.41%

44.10%

51.49%

0.20%

4.58%

11.50%

0.01%

2.02%

5.92%

0.01%

2.03%

9.47%

159.986
38,646,394

171.021.139

(16.002)
(240,033)

Total Capital 1.805.791.767 100.00% 7.95% 11.51% 207.827.518 (256.035)



KlUC Adjustments to LG&E Capitalization and Cost of Capital
Test Year Ending 10/31/2009

Exhibit 0 )
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IV. LG&E Capitalization, Cost ofCapital, and Gross Revenue Conversion Factor Adjusting Return on Common Equi^ to9.7%.

Short Term Debt
Long Term Debt
Common Equity

Total Capllal

KlUC

Kentucky
KlUC

Adjusted
Adjusted

CeDllalization
Capital
Ratio

Component
Costs

Weighted
AvoCost

Grossed Up
Cost

Revenue
Reauirement

79.620,000
796,383,149
929.788.618

4.41%

44.10%

51.49%

0.20%

4.58%

9.70%

0.01%

2.02%

4.99%

0.01%

2.03%
7.99%

159.986
36.648.394

144.252.599

1.805.791.767 100.00% 7.02% 10.03% 161.058.979

Incremental

Revenue

(26.768.539)

(26.768,539)
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KENTUCKY UTILITIES COMPANY

CASE NO. 2009-00548

UPDATED Response to First Data Request of Commission Staff
Dated January 19, 2010

Updated Response filed March 31,2010

Question No. 43

Responding Witness: S. Bradford Rives

Q-43. Provide any information, when known, that would have amaterial effect on net
operating income, rate base, or cost ofcapital that has occurred after the test year
but were not incorporated in the filed testimony and exhibits.

A-43. See attached Updated Rives Exhibit 2 and Analysis of the Embedded Cost of
Capital, reflecting changes to embedded cost of capital through February 28,
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EXHIBIT (LK-22)



LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2009-00549

UPDATED Response to First Data Request of Commission Staff
Dated Januar>* 19, 2010

Updated Response filed March 31,2010

Question No. 43

Responding Witness: S. Bradford Rives

Q-43. Provide any information, when known, that would have a material effect on net
operating income, rate base, or cost of capital that have occurred after the test year
but were not incorporated in the filed testimony and exhibits.

A-43. See attached Revised Rives "Exhibit 2 and Analysis of the Embedded Cost of
Capital, reflecting changes to embedded cost of capital through Februaiy 28,
2010.
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