
COMNONNEALTH OF KENTUCKY

BEFORE THE PUBLIC SERUICE COMNISSION

In the Natter of:
AN ADJUSTNENT OF GAS RATES )
OF THE UNION LIGHT, HEAT AND )
POWER CONPANY )

CASE NO. 8373

ORDER
IT IS ORDERED that Union Light, Heat and Power Company

shall file an original and si~ copies of the following information

with the Commission, with a copy to a11 parties of record, by

December 18, 1981. Each copy of the data requested should be

placed in a bound volume with each item tabbed. Where a number

of sheets are required for an item, each sheet should be appro-

priately indexed, for example„ Item 1(a), Sheet 2 of 6. Careful

attention should be given to copied material to insure that it
is legible. When an item is needed for both the electric depart-

ment and the gas department, provide this information on separate

schedules.

1. In comparative form, a total company income statement,

a statement of changes in financial position, and a balance sheet

for the test year and the twelve month period immediately preceding

the test year.



2. A trial balance as of the 1.ast day of the test year

(all income statement accaunts shau1.d show activity for 1.2 months)

showing account number, account title, and amount. Clearly

identify accounts maintained on a total company basis and accounts

maintained on a separate basis for each the gas department and the

electric departments. Show the balance in each control and a11.

underlying subaccounts per company books.

3. a. The balance in each current asset and each current

liability account and subaccount included in the applicant'8

chax't of accounts by months fax the test year. Additionally„

shaw total cuxxent assets, total curx'ent liabilities and the net

cuxxent position by months, annually, and the 13 month average

fox'he test year'. Provide a reconciliation of cux'x'ent assets„
current liabilities and net current position provided in response

to the above with the current assets and current liabilities as

shown on the balance sheet for each month af the test year.
b. A calculatian of total company average (thirteen

month) and end-of-period debt, preference and pxeferred stock,

and common equity capital fox'he test year in the format as

shown in Format 3b ta this request.

c. A calculation of the average (thirteen month) and

end-of-period long-term debt composite interest and preferred

stock costs for the twelve months of the test year. Supporting

details underlying calculations should be provided. The average

long-tenn debt composite interest cost is calculated by dividing

the sum of book interest accrued on long-term debt and related



amortization of discount, premium, and issuance cost by average

long-term debt as calculated in format 3b, column c, line 15.
4. List each general office account (asset, reserve,

and expense accounts) for the gas department covering the 12

months of the test year. If any amounts were allocated show a

calculation of the factor used to allocate each amount.

5. The following monthly account balances and a calcu-

lation of the average (13 month) account balances for the test
year for the tota1 company and the gas department:

a. Plant in service (Account 101)

b. Plant purchased or sold (Account 102)

c. Property held for future use (Account 105}

d. Construction work in progress (Account 107)

e. Completed construction not c1assified (Account 106)

f. Depreciation reserve (Account 108)

g. Plant acquisition adjustment (Account 114)

h. Amortization of utility plant acquisition ad)ust-
ment (Account 115)

i. Naterials and supplies (include a11 accounts and
subaccounts)

Balance in accounts payable applicable to each
account in i above. {If actual is indeterminable,
give reasonable estimate)

k. Unamortized investment credit — Pre-Revenue Act
of 1921

1. Unamortized investment credit - Revenue Act of 1971

m. Accumulated deferred income taxes

n. A summary of customer deposits as shown in Format
5n to this request

o. Computation and development of minimum cash require-
ments



p. Balance in accounts payable applicable to amounts
included in utility plant in service (If actual
is indeterminable, give reasonable estimate}

q, Balance in accounts payable applicable to amounts
included in plant under construction (If actual.
is indeterminable, give reasonable estimate)

r. Short-term borrowings

s. Interest on short-term borrowinps (expense)

6. The cash account balances at the beginning of the test
year and at the end of each month during the test year for total
company.

7. Provide the following information for each item of

gas property held for future use at the end of the test year:

a. Description of property

b. Location

c. Date purchased

d. Cost

e. Estimated date to be placed in service
f. Brief description of intended use

g. Current status of each project
8. Schedules in comparative form showing by months for the

test year and the year preceding the test year the total company

balance in each gas plant and reserve account or subaccount

included in the applicant's chart of accounts as shown in Format 8.
9. Provide the )ournal entries relating to the purchase

of gas utility plant acquired as an operating unit or system by

purchase, merger, consolidation, liquidation, or otherwise since

the inception of the Company. Also, a schedule showing the calcu-

lation of the acquisition ad)ustment at the date of purchase of
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each item of utility plant, the amortization period, and the

unamortized balance at the end of the test year.

10. The detailed workpapers showing calculations support-

ing all accounting, pro forma, end-of-period, and proposed rate
adjustments in the rate application to revenue, expense, invest-

ment and reserve accounts for the test year and a complete

detailed narrative explanation of each adjustment including the

reason why each adjustment is required. Explain all components

used in each calculation. Index each calculation to the account-

ing, pro forma, end-of-period, and proposed rate ad]ustment which

it supports.

11. Provide copies of all current labor contracts and

agreements and copies of the most ~ecent contracts and agreements

previously in effect.
12. Explain in detail the non-recurring nature of revenues

attributable to Incremental Gas Pricing as mandated by the

Natural Gas Policy Act of 1978.

13. Provide work papers showing calculations for adjustment

to gas revenues and expenses for normal temperatures.

14. For the gas department, a schedule showing a comparison

of the balance in the revenue accounts for each month of the test
year to the same month of the preceding year for each revenue

account or subaccount included in the applicant's chart of accounts.

Include appropriate footnotes to show the month each rate increase

was granted and the month the full increase was recorded in the

accounts. See Format 8.



15. a. For the gas department, a schedule showing a

compaxison of the balance in the operating expense accounts

for each month of the test year to the same month of the preced-

ing year for each account or subaccount included in the appli-
cant s chaxt of accounts. See Format 8.

b. For the gas department, a schedule in comparative

form showing the operating expense account balance for the test
year and each of the 5 years preceding the test year for each

account ox subaccounts included in the applicant's annual repox't.

{Gas - FERC Form No. 2„ pages 320-325). Show the percentage of

increase of each year over the prior year.

c. A schedule of total company salaries and wages

for the test year and each of the 5 calendar years preceding the

test year in the format as shown in Format 15c to this request.
d. A schedule showing the percentage of increase

in salaries and wages fcx'oth union and non-union employees for

the test year and the 5 preceding years.

16. The following tax data for the test year for the total
company and the gas department.

Income taxes

{1) Federal operating income taxes deferred
accelerated tax depreciation

{2) Federal opexating income taxes deferred-
othex'explain)

(3) Federal income taxes - operating

(4) Income credits resulting from prior deferrals
of Federal income taxes



(5} Investment tax credit net

(i.) Investment credit realized

(ii) Investment credit amortized
Pre-Revenue Act of 1971

(iii) Investment credit amortized
Revenue Act of 1971

(6) Provide the information in 16a (1) through
16a (0) for state income taxes

(7) Reconciliation of book to taxable income as
shown in Format 16a (7) and a calculation of
the book Federal and State income tax expense
for the test year using book taxable income
as the starting point

(S) A copy of Federal and state income tax
returns for the taxable year ended during
the test year including supporting schedules

(9) Schedule of franchise fees paid to cities,
towns or municipalities during the test year
including the basis of these fees

b. An analysis of other operating taxes in the format
as shown in attached Format 16b.

17. A schedule of gas department net income per NCF sold

per company books for the test year and the 5 calendar y ars

preceding the test year. This data should be provided as shown

in Format 17 attached.

18. The comparative operating statistics for the gas depart-

ment as shown in Format 18 attached.

19. A schedule of average gas plant in service per NCF

sold by account per company books for the test year and the 5

calendar years preceding the test year. This data should be

pro~ided in the format as shown in Format 19 to this request.



20. A statement of gas plant in service per company books

for the test year. This data should be presented in the format

as shown in Format 20 to this request.
21. For the gas department, provide the following infor-

mation. Tf any amounts were allocated, show a calculation of the

factor used to allocate each amount.

a. A detailed analysis of all charges booked during
the test period for advertising expenditures.
This analysis should include a complete breakdown
of Account 913 - Advertising Expenses, as shown
in Format 2la attached and further should show
any other advertising expenditures included in
any other expense accounts. The analysis should
be specific as to the purpose of the expenditure
and the expected benefit to be derived.

b. An analysis of Account 930 — Miscellaneous General
Expenses, for the test period. This analysis should
show a complete breakdown of this account as shown
in attached Format 21b and further provide all
detailed wor'king papers supporting this analysis.
As a minimum„ the work papers should show the date,
vendor, reference (i.e., voucher no., etc.), dollar
amount and brief description of each expenditure.
Detailed analysis is not required for amounts of
less than $500 provided the items are grouped by
classes as shown in Format 211 attached.

c. An analysis of Account 426 - Other Income
Deductions, for the test period. This analysis
should show a complete breakdown of this account
as shown in attached Format 21c, and further
provide all detailed working papers supporting
this analysis. As a minimum the work papers should
show the date, vendor, reference (i.e., voucher no.,etc.), dollar amount and bri.ef desex'iption of each
expenditure. Detailed analysis is not required for
amounts of less than (SOO provided the items are
grouped by classes as shown in Format 2lc attached.

22. Provide a detailed analysis of expenses incurred during

the test year for professional services, as shown in Format 22,

and all working papers supporting the analysis. At minimum, the

working papers should show the payee, dollar amount, reference



(i..e., voucher no., etc.), account charged, hourly rates and

time charged to the company according to each invoice, and a

description of the service provided.

23. A detailed analysis of contributions f'r charitable

and political purposes (in cash or services}, if any, recorded

in accounts other than Account 426. This analysis should indi-

cate the amount of the expenditure, the recipient of the contri-

bution and the specific account charged. If amounts are allocated

to the electric department and the gas department, show a calcu-

lation of the factor used to allocate each amount.

24. a. For the gas department, provide a statement

describing the applicant's lobbying activities and a schedule

showing the name of the individual, his salary, his organizations

or trade associations involved in and a11 company-paid or re-

imbursed expenses or allowances and the account charged for all
personnel for whom a principal function is that of lobbying, on

the 1ocal, state, or national level. If any amounts are allocated,

show a calculation of the factor used to allocate each amount.

b. A schedule showing the test year and the year

preceding the test year with each year shown separately the

following information regarding the applicant's investments in

subsidiaries and joint ventures:

(l} Name of subsidiary or )oint venture

(2} Bate of initial investment

{3) Amount and type of investment made for each
of the 2 years inc1uded in this report.



{4) Balance sheet and income statement for the
test year and the year preceding the test
year. Mhere only internal statements are
prepared, furnish copies of these.

(5) Show on a separate schedule a11 dividends
or income of any type received by applicant
from its subsidiaries or joint ventures for
each of the 2 year report periods and indicate
how this income is reflected in the reports
filed with the Commission and the stockholder
reports.

(6) Name of officers of each of the subsidiaries
or joint ventures, officer's annual compen-
sation, and portion of compensation charged
to the subsidiary or joint venture. Also,
indicate the position each officer holds with
the applicant and the compensation received
from the applicant.

25. An analysis of purchased gas costs by month during the

test year. These costs should be separated into demand and energy

costs billed by each supplier.

26. An analysis of transactions by month to prepayments

relative to pruchased gas during the test year. A narrative should

be given for the accounting procedures with respect to these trans-

actions.
27. Provide the following information with regard to

uncollectible accounts for the test year and 5 preceding calendar

years (taxable year acceptable) for total company and the gas

department.

a. Reserve account balance at the beginning of
the year

b. Charges to reser ve account (accounts charged off)

c. Credits to reserve account

d. Current year provision
e. Reserve account balance at the end of the year

Percent of provision to total revenue.



28. Provide a detailed analysis of the retained earnings

account for the test period and the 12-month period immediately

preceding the test period,
29. a. A listing of non-utility property and property

taxes and account where amounts are recorded.
b. A schedule for all non-utility property giving a

description, the date purchased and the cost.
30. Rates of return in Format 30 attached.
31. Employee data in Format 31 attached.

32. The studies for the test year including all applicable

work papers which are the basis of common plant allocations and

expenses account allocations.
33. a. Capital structure at end of each calendar year for

the previous 10 years.

b. Capital structure at end of latest available quarter.
c. Capital structure at end of test period.

Item 33a, 33b and 33c should include the following

information;

(1) Class of capital

(2} Amount of each class ($}
(3} Ratio of each class to total
(4) Total capitalization (9)

34. a. List all outstanding issues of long-term debt as

of the end of the latest calendar year and at the end of the test
period. Item 34a should include the following information for
each outstanding issue of long-term debt;



(1) Date of maturity

{2) Date of issue

{3) Amount outstanding (9)
{4) Coupon interest rate (%)

(5) Cost rate at issue (%)

{6) Cost rate to maturity (/)
(7) Bond rating at time of issue (Moody's

Standard 6 Poor's, etc.)
{8) Type of obligation

b. Provide calculations of embedded cost of long-term

debt at the end of each calendar year for the previous 10 years.
Also provide this calculation for the end of the test period.

35. a. List all outstanding issues of preferred stock as

of end of the latest calendar year and at the end of the historical
test period. Item 35a should include the following information

for each outstanding issue of. preferred stock:
(1) Date of issue

(2) Amount sold ($)

(3) Amount outstanding ($)

(0) Dividend rate
(5) Convertibility features if any

(6) Cost rate at issue (%)

b. Provide calculations of embedded cost calculations

of preferred stock at the end of each of the previous 10 years.
Also, provide this calculation for the test period.



36. a. Provide a listing of all issues of common stock

in the primary market during the most recent 10-year period.

For Item a provide the following information.

(1) Date of issue

(2) Number of shares issued

(3) Date of announcement and registration

(4} Price per share (net to company) ($)
(5) Book value per share at time of issue ($)

(6) Selling expenses as / of gross issue amount

(7) Net proceeds to company

(8) Price per share to the public

b. Provide the following information on a quarterly

and yearly basis for the most recent 10-year period available

through the Latest available quarter. (Items (5) through (7)

refer to yearly figures only.)

(1) Average number of shares of common outstanding

(2) Book value at end of quarter (year)

(3) ~arterly (yearly) earnings per share

(4) Declared quarterly (yearly} dividend rate per

share

(5) Rate of return on average common equity

(6) Rate of return on year-end common equity

c. Provide monthly market price f i puree for common

stock for each month during the most recent 10-year period, Include

the following:

(1) Monthly high price

(2) Monthly low price



(3) Nonthly closing price
(4) Note a11 stock splits by date and type

and ad)us t pr ices accordingly.

Items 33, 34, 35 and 36 should be provided for the parent.

and for the subsidiary where applicable and not previously included

in the record.

32. Provide figures showing computation of fixed charge

coverage ratio (SEC Method, PRETAX, including, Short-Term Debt

payments) at the end of each of the 10 most recent prior years.
38. Tn comparative form, a statement for the gas department

showing rates, charges, terms and conditions, and Service Rules

and Regulations presently in effect and those which the applicant

seeks to place into effect as well as percentage increases

(decreases) for each rate or charge,

39. A listing of present or proposed research efforts
dealing with the pricing of gas and the current status of such

efforts.
40. Provide a schedule reflecting the salaries and other

compensation of each executive officer for the test year and the

preceding 5 calendar years. Include the percentage annual increase
and the effective date of each increase.

41. Provide an analysis of the Company's expenses for
research and development activities for the test year and the 5

preceding calendar years. For the test year, include the follow-

ing details;
a. Basis of fees paid to research organizations and

the Company's portion of the total revenue of each organization.
Where the contribution is monthly, provide the current rate and

the effective date.



b. Details of the research activities conducted by

each organf.zation.

c. Details of services and other benefits provided

to the company by each organization during the test year and the

calendar year 1980.
d. Total expenditures of each organization during

l980 including the basic nature of costs incurred by the organi-

zation.

42. Did any organization listed in Item 41 make any direct
or indirect payments for political purposes or lobbying activities
during the test year or any of the 5 preceding calendar years?

Xf so, provide the following:

a, Amount of payment

b. Person or organization receiving payments

c. Portion of the Company's contribution allocated

to these payments. (ProvMe calculations in support of this

determination.)

43. Did any organization listed in Item 41 incur expenses

for advertising within the definition provided in 80? EAR 5.016K?

Tf so provide the following:

a. A breakdown of the total cost into these categories;
sales or promotional, institutiona1, conservation and other.

b. Porms of media used,

c. Portion of the Company's contribution allocated to
these costs. (Provide calculations in support of this determination,)

d. Details of expected benefits to the Company,
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44. Vhat is the date of the last depreciation study prepared

by or for your company'2

45. What was the interval between the last depreciation study

and the next planned study?

46. 'Mere the latest depreciation study findings and the

recommendations:

a. adopted
completely'.

adopted with minor exceptions2

c. unaccepted?

d. if not fully adopted, state the recommendations
not adopted and furnish reasons.

47. When vere the latest depreciation study findings and

recommendations implemented?

48. For purpose of booking depreciation expense to what

depreciable plant base does the company apply accrual rates?
a. Average of beginning and end-of-year estimated

balances.

b. Average oZ January 1 and July 1 balances.

c. End-of-month plant balances.

d. Other. Explain,

49. Xf averages of beginning and end-of-year estimated

balances are used, are estimated additions revised when actual

amounts are known?

50, How is estimated net salvage treated?

a. The depreciable plant base is increased ox
decreased as appropriate.

b. The accrual rate is ad)usted to reflect the net
salvage percentage o|.'lant oxiginal cost,



51. What method is used to allocate total depreciation
x'equix'ements to accounting pex iods falling within the asset life
span?

a. Straight-line method

b. Compound intexest or sinking fund method

C. Unit production

d. Combination of methods. Explain.
52. How are mass propex'ty units priced for retirement

purposes?

a. Actual cost
b. First in - first out

c. Moving average cost

d. Yearly average cost
e. Average costs fox each yeax ox bands of years

(state band of years used).
f. Other. Explain.

53. Are company estimates of service life and net salvage

determined:

a. Por each unit of property (unit summation for
plant groupings, i.e., an entire transmissions line) or by plant

location (i.e., a specific compressor station or structure)?
Explain.

b. Por each primary plant account or subaccount?

c. For plant functional classification only?

d. For all system depreciable plant (i.e., a single
composite estimate)?

e. Other? Explain.

17



54. Ax'e accxualsbased on estimates of:
a. Total service period of the asset(s)?
b. Average service life for a plant group?

Average remaining life for a plant group?

d. Other? Specify?

55. Are accrual rates based on estimates of:
a. Histoxica1 gross salvage?

b. Future gross salvage?

c. Average of historica1 and future gross salvage?

d. Historical cost of removal?

e. Futuxe cost of removal?

f. Average of historical and future of cost removal?

Done at Frankfort, Kentucky, this 30th day of November, 1981.

PUBLIC SERVICE COMMISSION

For the Commission

ATTEST;

Secretary
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i1 E
Format

Union Light, Heat 6 Power Company

Case Number 8373

SRQ'1ARY OF CUSTOMER DEPOSITS

12 Months Ended June 30, 1981

Line
No.

Month
(a)

Receipts
(b)

Re funds Balance

3.

6.

&.

13.

Balance beginning of test year

1st Month

2nd. Month

3rd Month

4th Month

5th Month

6th Month

7th Month

8th Month

9th Month

10th Month

11th Month

12th Month

Total (L1 through L13)

Average balance {L14 — 13)

16.

19.

21.

Amount of deposits received during test period

Amount of deposits refunded during test period

Number of deposits on hand end of test year

Average amount of deposit {L15, Column {d) — L>&)

Interest paid during test period

Interest accrued during test period
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Union Light, Heat & Power Company

Commonwealth of Kentucky

Case No. 8373

NET ENCORE PER HCF SOLD
(TOTAL COMPANY}

Format 17
> LP

Line
No.

Item
(a)

12 Months Ended
Calendar Years

Prior to Test Year
5th 4th 3rd 2nd 1st
(b) (c) (d) (e) (f)

Test
Year

(g)

1. Operating Income
2. Operating Revenues
3. Operating Expense
4. Operating Expenses
5. Maintenance Expenses

Depreciation Expense
Amortization and Depletion of Utility Plant
Amortization of Utility Plant

hcquis$ .t$.on Adjustment
Amortization of Property Losses
Amortization of Conversion Expenses
Taxes Other Than Income Taxes
Income Taxes - Federal
Income Taxes —State
Income Taxes —Other
Provision for Deferred Income Taxes
Investment Tax Credit
Amortization of'Investment Tax Credit

Total Operating Expenses
Net Operating Income
Other Income - Net

Mise. Job and Contract Morks
LP Gas Operating
Nonoperating Rental Income
Interest and Dividend Income
Allowance for Funds Used During

Construction
Niscellaneous Nonoperating Income

Total Other Income
Total Income
Niscellsneous Income Deductions
Income Before Interest Charges
Interest Charges

Interest on Long-Term Debt
Amortization of Debt Discount and Expense
Amortization of Premium on Debt-Credit
Other Interest Expense

Total Interest Charges
Net Income
Net Sold
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Format 21

Union Light, Heat 6 Power Company

Commonwealth of Kentucky

Case Number 8373

ACCOUNT 913 - ADVERTISING EXPENSE

For the 12 Nonths Ended June 30, 1981

(Total Company)

Line
No i

Sales or
Promotional
Advertising

(b)

Institutional Conservation Rate
Advertising Advertising Case Other Total

(c) (d) (e) (f) (g)

l. Newspaper

2. Magasines and Other

3. Television

4. Radio

5. Mrect Nail

6. Sales Aids

Total

S. Amount Assigned to
Kentucky Retail



For ma t 2lb

Union Light, Heat 6 Power Company

Commonwealth of Kentucky

Case No. 8373

bCCGUNT 930 — NISCELLANEOUS GENERAL EXPENSES

For the 12 Months Ended June 30, 1981

(Total Company)

(000's)

Line
No.

2.

3.

7.

Item
(a)

Industry Association Dues

Stockholder and Debt Servicing Expenses

Institutional Advertising

Conservation Advertising

Rate Department Load Studies

Water, and Other Testing and Research

Directors'ees and Expenses

Dues and Subscriptions

Miscellaneous

Total

Amount
(b)

11. Amount Assigned to Ky. Retail



Format

Union Light, Heat 6 Povex Company

CoIElloflve&lth of Kentucky

Case No. 8373

ACCOUNT 426 - MISCELLANEOUS INCOME DEDUCTIONS

For the 12 Months Ended June 3D, 1981

(Total Company)

(000'sj

Line
No.

Item
(a)

Amount
(b)

l. Donations

2. Civic Activities

3. Political Activities

Other

Total

6. Amount Assigned to Ky. Retail



Format 22
II E

Union Light, Heat 6 Power Company

Commonwealth of Kentucky

Case No. 8373

3.'rofessional Service Expenses

For the Twelve Honths Ended June 30, 1981

Item

Legal

Engineering

Accounting

Other

Total

Rate Case Annual Audit Other Total



IL

[P'orms t 30

Union Light, Heat & Power Company

Commonwea 1th of Ken tucky

Case No.

AVERAGE RATES QF RETURN

For the Calendar Years 1976 Through 1980 and the 12 Month Ended June 30, 1981

Calendar Years
Prior to Test Year

(a)

Total
Company

(b)

Ky.
Retail
(c)

Other
Retail

Jurisdictions
(d)

FERC
Wholesale

(e)

Original Cost Net investment:

7 ~

5th Year

4th Year

3rd Year

2nd Year

1st Year

Test Year

Original Cost Common Equity:

10.

12.

13.

5th Year

4th Year

3rd Year

2nd Year

1st Year

Test Year

NOTEt Provide work papers in support of the above calculations.
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