SETTLEMENT AGREEMENT

This Settlement Agreement is. entered into this 3lst .day of October, 2001, by and
between Louisville Gas and Electric Company (“LG&E"); Kentucky Utilities Com;ﬁany (“KU™);
Commonwezlth of Kentucky, ex. rel. A.B. Chandler, Iil, Attorney General, by and through the
Utility and Rate Intervention Division {“AG™), and the Kentucky Industrial Utility Customers
Tnc (“KHJC™), and the interests of its participating members as represented by and through the
KIUC in the iaroceedings mvolving LG&E and KU that are the subject of this Settlement
Agresment.

WITNESSETH:

WHEREAS. LG&E filed on March I, 2601 with the Kentucky Public Service
Commission (“Commission”™) its Annual Eamings Sha}ing Mechanism Filing for 2000 and the
Commission has established Case No. 2001-034 to review LG&E’s Annual Earnings Sharing
.Mechanism Filing for 2000;

WHEREAS. KU filed on March 1, 2001 with the Commission its Annual Earnings
Sharing Mechanism Filing for 2000 and the Comrnission ha§ established Case No. 2001-055 10
review.KU ‘s Annual Barnings Sharing Mechanism Filing for 2001 ;

WHEREAS, LG&E filed on May 16, 2001 its Appiiz:aﬁon for An Order Approving
Revised Depreciation Rates and the Commission has established Case No. 2001-141 to review
LG&E's appiication; |

WHEREAS. KU filed on Mav 16, 2001 its Application for An Order Approving Rlevised

Depreciation Rates and the Comnugsion has established Case No. 2001-140 to review KU’s

npp“(‘_n‘rirm i



WHEREAS, LG&E and KU filed on June I, 2001 a Joint Application For An Order
Appfoving Propbsed Deferred Debits and Declaring The Amortization Of The Deferred Debits
To Be Included [n Earnings Sharing Mechanism Caleulations and the Commission has
established Case No. 200G1-169 to review LG&E’s and KU’s application, |

WHEREAS, the AG and the KIUC have been granted intervention by the Commission in
all of the forgoing proceedings and are the only parti es.to the proceedings;

WHEREAS, representatives of the AG, KIUC and the Commission Staff have mef on
Augus.t 28, September 28, October 18 and [9 of 2001 at the offices of the Commisston at an
informal conference in Case No. 2001-169 to discuss LG&E’s and KU’s information responses
and during the course of those conferences the pérties reached an unanimous settlement of all
1$5ues in the forgoin.g proceedings.

NCW, T‘HEREFORE, for and in consideration of the premises and conditions set forth

herein, the parties hereby agree as_foﬂows:

ARTICLE 1.0 Modification of LG&E’s Proposed Depreciation Rates in Case No.
2000-141 and KU’s Proposed Depreciation Rates in Case No.

2000-140 ' ‘
SECTION 1.1 LG&E and KU shall revise their proposed depreciation

rates filed in Case Nos. 2001-141 and 2001-140 as set forth in Exhibit A to this Settlement
Agreement to further reduce the effect of those rates by a total of $12,000,000 {actual is
$12,013,304) in annual aepreciation expense or 36,181,699 for LG&E and $5,831,604 for KU’s
Kentucky retail jurisdiction. This reduction was arrived by:

(f)  Excluding “Othef Mandatory Interim Additions™ from tixc calculatio-n of LG&E’s

and KU’s proposed depreciation rates (however, interim additions applicable to

]



“NO, Compliance” plans in accordance with the Federal Clean Air Act are
inciuded in the cai.culation of LG&E’s and KU's proposed depreciation rates),
and

(2) Revising the proposed depreciation rates for all stcam prodﬁction plant with an
average life of less than 48 years to approximate an_averagé life of 48 years,
except for Trimble County Unit #1 which was assigned a 44 year average life.

The results of this adjustiment are shown below:

Power Station Unit Revised Average Life
Mill Creek Unit #1 | 48 years

Mill Creek Unit # 2 | 48 years

Mill Creek Unit # 3 48 years

Mill Crzek Unit 4 4 | 48 years
Trimble County Unit # 1 | 44 years
Ghent Unit # 1 48 years
Ghent Unit # 2 48 years
Ghent Untt #3 ' 48 years
Ghent Unit # 4 48 years
SECTION {2 Except as specifically provided in Section 1.3 of this

Settlement Agreement, the parties agree 1o recommend thai the Commission approve the
proposed depreciation rates filed by LG&E i Case No. 2000-141 ¢nd by KU in Case No. 2000-
140, as modified in accordance with this agreement, for accounting and ratemaking purposes

effective January 1, 2001



SECTION 1.3 LG&E’s and KU's proposed depreciation rates, as revised
in accordance with this Settlcment. Agreement, will be used prospectively for purposes of
calculating any monthly environmental surcharge under XRS 278.183 following the approval of
this Settlement Agreement by the Commussion.

SECTION 1.4 LG&E and KU will complete a new study of their
depreciation rates no later than calendar 'year 2004 based on their plant-in-service as of
Dfﬁ:ember 31, 2003, and file it with the Commission and serve copies on the AG and the KIUC,

ARTICLE 2.0 Joint Appiication For An Order Approving Proposed Deferred
' Debits and Declaring The Amortization Of The Deferved Debits

SECTION 2.1 The following deferred debits shall he recnrdeid on the hooks of
LG&E and KU:
(1) An estimated 3144385000 deferred dehit for TGAF allocated $29.816000 to
LG&E’s gas operations and $114,569,000 to LG&E’s electric operations; and |
(2) An estimated §54,300,000 deferred debit for K171 .
The estimated amounts of the deferred debits are based upon the information presently known by
LG&E and KU and shall be adjusted to reflect actnal expences as of Necemher 31, 2001 T.GAR
and KU will file their accounting journal entries with the Commission and serve coples on the
AG and the KIUC within 30 days after the Commission issues an order approving this
Settlement Agreement or January 31, 2002, whichever is later. Parties agree that the amount of
the deferred debit to be amortized shall be capped at the estimated amaovnts shawn in (1) and (7}
of. this section. However, the actual amount of the deferred debit may be revised downward as

explained in section 2.3,



SECTION 2.2 The deferred debits contained in Section 2.1 of this
Settlement Agreement shall be amortized over a sixty month period beginning A?ril 1,2801 and
terminating March 31, 2006 in equal monthiyﬁmounts gxcept as provided for in Section 2.3 of
this Settlemen: Agreement. LG&E and KU will reflect the 2001 amortization of the d_eferred
debits in the financial étatements of LG&E and KU during the fourth quarter 2001.

SECTION 2.3 The monthly amounts to be amortized over the sixty month
period shall be ad] usied' as shown in Exhibit B to this Settlement Agreement so that the amount
allocated for the nine months ending December 31, 2001 10 LG&E’s electric operations equals
$10,000,000; the amount allocated for the nine months ending December 31, 2001 to LG&E’s
gas operations equals $3,000,000; and the amount allocated for the nine ' ﬁonths ending
December 31, 2001 to KU’s Kentucky retail eléctric operations equals §5 ,DOO,.OOU‘ The amounts
to be amortized for January 2002, will be. 1/12" of the amounts shown on Exhibit B, in the
column marked “20602" at lines 2, 10 and 18 marked “Cost Ameortization.” The amounts to be
amortized from February 1, 2002 through March 31, 2006 shall be computed as the difference
between the total deferred debits referred to in Section 2.1 and the 2001 and January 2002
amortizat;ion amounts indicated above and will be adiusted to reflect the actual amourts of
expense incurred by LG&E and KU to refiect any reductions in these amount of expenses caused
by the decisions of employees to rescind their acceptances of voluntary terminations or
rétiremems by December 31, 2001 in accordance with Section 2.1. Such amounts shalf be

calculated to provide for a ratable monthly amortization of the balance from February 1, 2002

through March 31, 2006,
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SECTION 24 LG&E and KU will file with the Commission surcredit rate

mechanism tariffs as part of this Settlement Agreement for the purpose of recovering the cost of

the deferred debits through rates and sharing with their Kentucky vetail customers forty percent
of the estimated net savings. This surcredit mechanism shall be in the same form as the Merger
Surcredit Rider on file with and approved by the Commission for LG&E and KU tn KPSC Case
No. 97-300. A tariff sheet illustraiing this ratemaking mechanism is shown in Exhibit C to this
Settlement Agreement. This surcredit mechanism shall apply to LG&E’s electric and gas
operations and KU’s electric operatioﬁs. LG&E and KU will file tariffs containing the surcredit
mechanisrﬁ with the Commission and serve qopies on the AG and the KIUC within 3¢ days
following the approval of this Settlement Agreement to become effective for billing with the first
full monthly billing cycle to occur no later than forty-five days after the Commission 1ssues a
final order, but no earlier than December 1, 2001, LG&E and KU will file amended Tariffs, as
necessary, by January 21, 2002 to reflect actual deferred debits determined per section 2.3, The
surcredit mechanisms will terminate and be withdrawn from service foliowing the expiration of
the sixty month period ending March 31, 2006, subject to any final balancing adjustment.
SECTION 2.5 . The amounts shown on Exhibit B to this Seftlement
Agreement as the “Net Savings to Sharcholdérs" on line 6 and 22 shall be included as an
adijustment in the calculation of the Earaings Sharing Mechanisma Annual fiiings for LG&E and
KU in 2(301 and 2002. This adjustment shall be recognized in the application of any successor
earnings sharing ratemaking mechanism to the Earnings Sharing Mechanism approved by e
Commission to avoid duplication between the earnings sharing mechanism and the Value

Delivery Surcredit Rider for LG&E and KU between 2003 through March 2006. The amouats



shown on Exhibit B to this Settlement Agreement as the “Net Savings to Shareholders™ on line

14 shall be included as an adjustment in the calculation of any gas base rate review for LG&E

through March 2006. By this agreement, the AG retains the right to raise the issue of appropriate

rate treatment of the adjustment in the preceding sentence in any case which considers gas bas¢

rates that may be effective on or after April 1, 2006.

SECTION 2.6 In the future, if LG&E or KU determine that either or both
must incur further expenses through the employment of additional employees or the engagement
of further contractors for the purposes of continuing to maintain safety, customer service and
refiability at presentl-}_r existing levels, these expenses shall be treated as nommnal operating costs
and will be inchaled in t_he calculation of the Farnings Sharing Mechanisms, subject to

Commission review.

ARTICLE 3.0 LG&E’S Annusl Earnings Sharing Mechanism Filing for 2000
KU’s Annual Earmnings Sharing Mechanism Filing for 2000 '

SECTION 3.1 The parties agree to recommend fo the Commussion that
LG&E's Annual Earmings Sharing Mechénism Filing for 2000 in Case No. 2001-054 and KU's
Annual Ea;-nings Sharing Mechanism Filing for 2000 in Case No. 2001-055 be é.pproved as filed.
SECTION 3.2 LG&E and KU shall use their monthly average capital
structures amournts and previously approved adjustments in calculating their annual earnings

sharing mechanisms filings for 2001 and 2002.



ARTICLE 4.0 Approval of Settlement Agreement

SECTION 4.1 Request for Approval by the Commission
| Following the execution of this Settlement Agreement, the parties shall cause the
Settlement Agreement to be filed with thé Commisston with a request to the Commissién for
consideration and approval of this Settlement Agreement as soon as reasenably possible,
SECTION 4.2 Recommendation for Approval te the Commission
The parties to this Settlement Agreement shall act in good faith and use their best efforts
to recommend to the Comunission that this Settiement Agreement be accepted aﬁd zipprove.d;
SECTION 4.3 A;ﬁprovai of Settlement Agreement in its Entirety
If the Commission issues a final order which accepts and approves. this Seftlement
Agreement in its entirety, then: {a} the parties hereby waive their rights under KRS 278.400 to
file an application for rehearing and their rights under KRS 278.410 to file a complaint in the
Franklin Circut Court regardiﬁg such order of the Commission; and (b) any and ali claims or

demands, asserted or unasserted, directly arising out of or in connection with the proceedings

referenced in this Settlement Agreement shall be deemed compromised and settled under this-- -~

Settlement Agreement and released and discharged by this Settlement Agreement‘
SECTION 4.4 No Approval of Settlement Agreement in its Entirety
If the Commission does not accept and approve this Settlement Agreement in 1is entirety,

then: (a) this Settlement Agreement shall be void and withdrawn by the parties hereto from

further consideration by the Commission and none of the parties shall be bound by any of the -

provisions herein; and (b) neither the terms of this Settlement Agreement nor any matters raised



during the settlement negotiations shall be binding on any of the signatories td this Sertlement

Agreement or be construed againsi any of the signatories, |
SECTION 4.5 Status Quo

Should the Settlement Agreement be veided. or vacated for any reason after ény '

implementation of the terms of the Settlement Agreement has been made, then the parties shall

be returned to the status guo existing at the time immediately prior to the execution of this

agreement.

ARTICLE 5.0 ' Additional Provisions

SECTION 5.1
This Settlement Agreement shall in no way be deemed to divest the Commission of
jurisdiction under Chapter 278 of the Kentucky Revised Statutes.
SECTION 3.2
This Settlement Agreement shall inure to the benefit of and be binding upon the parties
hereto, their heirs, successors and assigns. | | ‘
SECTION 5.3
This Settlement Agreement constitutes the complete agreement and understanding among
the parties hereto, and any and all oral statements, representations or agreements made- prior
hereto or contained contemporaneously herewith shall be nutl and vord and shail be deemed to
have been merged into tius Settlement Agreement.
SECTION 5.4
- For the purpose of this Settlement Agreement only, the rate adjustments are based upon

the independent analysis of the parties to reflect a just and reasonable resolution of the issues



herein and are the product of compromise and negotiation. Netwithstanding anything coatained
in the Settiement Agreement, the parties recognize and agree that the effects, if any, of any future
avents upon the cost of service of LG&E or KL are unknown, and this Settlement Agreement
shall be implemented as written. Neither the Settlement Agreement nor any of the tertis shall be
admissible in any court or commission except insofar as such court or commission is addressing
litigation arising out of the implementation of the seitlement rates and adjustments set forth
herein or the approval of this Settlern.ent Agreement, This Settiement Agreemeht shall not have
any precendential value in this or any other jurisdiction.

SECTION 5.5

Making this agreement shall not be deemed in any respect to constitute an admission by
any party hereto that any computation, formula, allegation, assertion or contention made by any
other party in these proceedings is true or valid.

SECTION 5.6

The signatories hereto warrant that they have informed, advised, and consulted with the
respective parties hereto in regard to the contents and significance of this agreement and based

upon the foregoing are authorized to execute this Settlement Agreement on behalf of the parties

hereto.
SECTION 5.7

This Agreement is subject to the acceptance of and approval by the Public Service

Commission.



SECTION 5.8

This Settlement Agreement is a product of all the parties, and no provision of this -
Séttlezﬁent Agreement shall be strictly construed in favor of or against any party.

| IN WITNESS WHEREQF, the parties hereto have f}_ereunto affixed their signatures.

Louisville Gas and Electric Company
and Kenmeley [TtiTities Campany

.BYi #{Mﬂ%ﬂ R

K ondsiek R Riggs. Calfnkel
‘—’g

L1l



Commonwealth of Kentucky, ex. rel. AB. Chandler, I,
Attorney General, by and through the Tty and Rate

Intervention Division

& i L
By: / ’}/I & A e

Assistant Attorney Geéneral



Kentucky Industnal Utility Customers. inc.

Michael L. Kurtz, Counsel }

22597311
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Louisville Gas and Electric Company
Comparison of Existing to Proposed Depreciation Rates
Depreciabie Plant at December 1999

DEPRECIABLE Existing Ratey 1988 Study Pt&posaa Ratas 2000 Stucy Increzse
PLANT Annusl Anpual or
12/31:99 Rate Accrual Rate Accruat Decroase)
ELEGTRIC PLANT
INTANGIEBLE PLARN] 2,340.00 D ME
STEAM PROQUETION
. CANE RUN LAND E54,100.51 ND . ) NO
CANE AUN LOGOMOTIVE £2,540.00 ] Ef
CANE RUN Rail CARS 1.501,773.00 2.E% 34.080.25 237% 34,030,286
CANE RUN UNI“ # | : 7.310.210.33 341% 248.278.57 . {209.278.17)
GANE RN LN 82 . 3,533.001.90 % 120.475.13 (120475.39)
CANE RUN UNIT #3 5.608,924.00 341% 91.264.51 - {191.264.21)
GAME PN UHT # 4 47 274 B4R N0 a1 1.448.385.39 1.248.754.56 (158.620.61)
CANE RUM UNIT # 4 302 EQUIP. 13,364,209.00 5.00% B18.2%0.45 - {918,210.45)
CANE RUNUNIT# 5 38.567.529.00 Ja% £.315.152.74 * 1,106.835.08 {208,264.66)
CANE RUN UNIT # 5 SG2 EQUIP. 31,250.742.00 6.03% 1.854.419 74 553.138.12 {1331.281.67)
TANE RUNUNIT #8 69,128,956.00 4% 2,357,298.76 i 2,115,347.28 (241861.49)
~ANE RN EINIT # & 502 ECLITP. 29,773,215.40 5.35% 1,593,134.50 2.18% 64%.155.08 {842,969.42)
MILL GREEK LANT ) B7.688.00 ND NG} -
MILL CREEK LOCOMOTVE §13.424.00 2.15% 13,183.62 2.15% 13,188.62 -
MILL CREEK RAIL CARS T 363164600 217% 78,808.72 L2.7% 70.806.72 .
MILL CREEK UNIT # 1 79,002.371 .90 2.65% . 2,693.362.03 2329% - 1.888,136 67 (205 .404.16)
MILE SREEICUNIT # 1 S02 EQUIP, 4026586100 - 1.79% 1,526,079.54 3.50% 1.870.372.0% 44,292,558
MILL CREEK UNIT #2 82,521.0°3.9¢ 265% 1.656,806.84 2% . 142173120 (225.075.65]
MILL CREEK LINIT # 2 S02 EQUIP. 35,126,005.00 1.84% 1.348.438.59 3.69% 1401527 80 52689.1
MILL CREERK UNIT#3 123,452,850 90 2.65% 3.430.502.18 3.00% - 3.922,424.3% . 481921.21
MILL CREEK UNIT # 3 802 EQUIP. 43 81408600 3.82% 1.873.608.08 4 54% 1,389.158.50 31546742
MILL CREERCHNIT # 4 249.236.584.00 2.65% . 6,604,769.74 282% * T.028,47195% 42370301
MiLL GREEK UNIT # 4 502 BGUR 113,632 868 00 3.23% ISTRINTO 3.38% B.113,445 07 2.443.105.37
TRIMBLE COUNTY LAND 3.578.247.00 NG NG -
TRIMBLE GO, UniT #1 502 EQUIP 67.722.883.00 5.00% 2.836.144.E5 347% 2,002.054.20 {883.160.24}
TRIMBLE GQUANTY UNIT# 1 484,196,000.90 2.75% 13,391,408 .60 241% * 11 687,686 44 {1.708,923.18}
HYDRAULIC PROD.-PROJ. 288 9.111.875.00 +81% i64.924.56 1.81% 164.624.96 .
HYDRAULIC PACTL-NON PROJ 6290790 1.78% 110748 1.76% . 110716 -
GTHER PRODUCTION-GROWN & 23,608,112.00 A44% §15,146.25 3.45% 817.515.86 2236381
OTHER PRADUCTION-BROWN 7 21,%31.531.00 J,44% 726924 67 333% 567488 (23,244.68)
QTHER PRODUCTION-WATERSIGE 3.600.755.00 0.51% 18.404.00 1.30% 46,809.82 2840582
OTHER PRODUCTION-ZORN 1.289.580.50 0.52% 9.652.30 1.24% 2343054 13.578.24
CTHER PROCUCTICON-PADDYS 11 1;92,5?5‘90 G.52% - B.IAGIED 1.26% P2RELE 1,F02.0%
GTHER PRODUCTION-PADDYS 12 3.181.146.00 0.52% 16.482.45 1.34% . 4235836 25.875.81
OTHER PRODUCTION-CANE RUN 2.651.8°3.90 0.82% . 10,750 44 2.49% 10.102.8% (647.58)
TOTAL PROGUCTICN 16192.153.044.34 5$0.257.753.72 46,565,635.03 {3.592,213.76)
TRANSMISSION PLANT
180.1 Subslation Land 848 908.90 2] . (58]
380.2 frensinissien Lines Land 36.359.90 HD ND
280.4 Lang Rights 259577400 L72% 44,565.71 L31% 33,98534 {10.330.37}
352.1 Struchires & Improvernenis 2,294.882.00 2.05% 4775050 2.02% 45,266.21 {1.376.02)
353.1 Station Equipmenl - Project 289 1.108,850.00 2.25% 2010000 2.25% 23,100.06 -
352.2 Station Equipment . 105,362, 166.00 .27 239178157 2.70% 2212800 48 {175.115.63}
354.2 Toweis & Fextures 22.710.48200 2.32% 500083 W8 2% $69.G%1 57 18,963,538
355.2 Poles & Fixuras 23.264.169.90 2.94% GR1.966.57 2.95% $25.292.8% 2.325.42
356.1 Overhead Conduclors & UeviCes - MIOJecT <oy 10.580.40 T2 2eQ.00 2254, aoc.0c
358.2 Ovarhead Conductors & Devices 26.880,934.00 294% 784,419 46 281% T6.815.18 (BO04.28)
357 Underground Cenduit 158101100 1.82% 24,588.40 LBE% . 26,750.02 21B162
358 Underground Conduciors & Devites 4.874.291.00 Z.24% 0N9.184.12 2AT% 1%5.394.99 11 210,67
5% Rnags & Trais 268100 2.45% 85 68 2.35% 53.00 {2.68}
AL | HANDMIDIIWN FLEANT 132,144 10700 LEEC,TET. A2 & AGT 204 TR {154 4R? R4}

Settlerment Exnibil A - correctad.xls Tofd




Louisville Gas and Electric Company
Comparison of Existing to Proposed Depreciation Rates
Depreciable Plant at December 1999

BISTRIBUTION
360.1 Substatonh Land A 1.779.877.00 ND ND
36882 Substation Land B 118.343.00 ] ND
369.3 Other Land 44.805.00 ND ND
61,1 Substation Strictures A 5.303.623.00 245% 120.941.65 221% 117.214.49 (12.729.18}
S8 VIAET SULCIIres 22.793.00 .367 8,253.23 2.22% TO5SE (408.72)
362.1 Substation Equipment A 71,298,628.00 2.64% +.082.283.65 257% 1.842,374.81 {49.909.04)
362.2 Substaton Equipment B 2,562,044, 350% 99.918.72 3.20% £2.784.02 {17,165 69)
364 Polas Towars & Fixturas . 22.950.568.00 - 405% 3,350.497.50 355% 2.944.744.81 1414,752,79)
365 Qverhead Conductors &Devicas 108,597.725.00 3.95% 4289.610.18 3.82% 4,148 433.13 (141,177.04)
300 Uinkagiound Conduit . 403107000 1663 722,674.12 1.40% £78.230.40 137238 42}
387 Ungerground Cenductors & Devites 60,520.825.00 2.84% 1.716,781.54 3.04% 1.804,041.53 145.248.69 -
368.1 Line Tranafcrmers 18,008.232.00 ZBE% 2.289577.08 2.70% 2,127 822.36 1141.554.82)
368.2 Line Transformer |nstallations 5.810,015.00 288% 196.120.43 2% 8287041 {12.258 02)
368,1 Underground Services - 2.340.344.00 1.26% 74.910.21 121% 75,424.30 23808
360.2 Overbaad Servicas 20,944 GRY A & % 1.022.415.54 4.4B% 2909.403.92 12301252
370.1 Maters 30,301.565.00 3.48% 1,087.586.08 137% 1.021.172.85 {2€.262.24)
373.% Cverhead Streed Lighting 20.936 27160 5.50% 7.235.239.99 285% 1.241 520.87 5,260 88
373.2 Undarground Streetlighting 2423437760 3.85% $28,795.79 434% 1.05°.793.46 123,597.87
373.4 Sireet lighting Trandformers 84 347 60 B.5%% 5,501.42 £.00% - 15.501.42)
373.6 Dtroot Lighting Tranainrmar instaliah 250800 T.52% 20258 0.00% - {202.96
Total Distribution §62,805,942.00 16,981.772.2 18.274,394.48 {787.177.73)
GENERAL
282 1 Tranepanatian Saudn Ciare & Tneks 14.671.730.00 20.0% 2,934, 345.00 20.0% 2.334.346.00 -
3872 Transportation Squip Trailers 509,511.03 3.04% 1548913 260% 13.247.29 {2.24185)
394.1 Shep Equiprient 63.952.00 2.82% 1,802.45 278% 1777 87 {25.58)
394,23 Gher Equipment 177845500 397% HLB04 62 350% 6234589 (9.358.73)
395 Laboratory Equipment 1552488.00 255% 39.588.44 23C% 4131718 222679
20 1 Prwer Onarates Eauia Houriv Rated 2,488 358.00 20.0% 20.0% 49777160 . -
398 2 Power operales Sgugimsen Other 145.466.00 3AT% 1% 1063.33 [1.541 94)
397 Communicaticns Equipment 773.555.00 3.04% . 20%% 23.361.36 {1B4.71)
TOTAL GENERAL 24,984.914,00 %,587,730.59 1,577.738.51 19,594.08;
TOTAL ELECTRIC PLANT 2,296,389,407.84 77,484,114.02 T 73,008,9E0.80 [4.474,055.22)

GAS PLANT IN SERVICE

INTANGIBLE PLANT 20000

UNDERGROUND STORAGE . .
350.1 Lang 32,865.00 ] ND
350.2 Rights of Way £7.099.00 ND ND -
351.2 Compressor Station Stuctures 852,504 .04 415% 35,208.29 2.45% 20.686.27 {14.322.02)
351.3 Reg Station Stuclires 10.380.00 A480% 52224 T.00% “« (52223
3514 Cther Structures 768.879.00 ARG RERYL AN 1/aTe 15.5/0.%0 {IEREs )
352,21 Well Drilling 2,307.757.0 3.38% 78.002.19 167% 38.528.5¢ (39,46264)
352.02 Well Equipment 284931500 4.867% 1749.763.01 2.35% 90.458.90 {89.30417)
352.1 Storage Leasetolds & Kights 562,046.00 3.36% 8.655.12 2.22% 12,255 40 (6.402.72)
352.2 Raservoirs 400,511 0 250% HITITE - 0 69% 276353 18,010.22)
352.2 Nansecoverable Natural Gas 4,048,509 W 424 223.702.21 LT 10052518 120,630.02)
363 Lines 9,723.303.00 447% 255% 248,00 1.84 £188.633.82)
354 Compsessar Staten Equipment §.760,067.00 4.79% 1re% 155,979.19 (483678 0)
155 Messufing & Regulating Equipment 293.761 00 447% 343201 1.54% 45423 ’ 18.607.78)
356 Purification Fauipmant 8.042.084.00 762% 460.400.70 250% 20147014 (246,930 58)
357 Diher Eguipment Fid, 4,00 3.00%s 1103747 2.40%, 7.823.10 (4.115.30}

TOTAL UNDERGROUND STORAGE 43,574,096.00 - 1,820,481.92 876,954.92 194953220}

TRANSMISSION PLANT
385.2 Righls of Way 220.859.00 2.34% 5.165.42 166% L7erar 11,266.35)
Sbf MEns 17,180,873.00 2340 28E.,330.02 1.8 DA 6EE. 70 {90,280, 2a)

TOTAL TRANSMISSIOR PLANT 12,414.534,00 280,602.44 208,565.55 (81,936.58)
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Lavisville has and Flactric Campany
Comparison of Existing to Proposed Depreciation Rates
Depreciable Plant at December 1999

DISTRIBUTION PLANT
T4 Land 13696200 NC ND
75,1 City Gate Struchures 34.483 060 378% 357188 3.59% : 3.382.6 (37%53)
375.2 Ctiver Disiribeation Struchures 200.721.00 3.07% 2458211 3.34% . 26.744.98 246185
376 M, ) 170,688,366.00 2.568% 433275183 2.23% 1.808.506.66 [568.225.17)
378 Measuring and Reg Equipment 3.740,924.00 324% 121,205 94 3415% :112.350 a0 (7.855.94)
379 Meas 4 Reg Equpmant - ity Gate 2247 76400 3.34% ) 7907532 3.18% JGadd g [3,495 53)
280 Sewices $2,298.997.00 3.54% 3,267,384.49 4.25% 382276737 655.722.80
381 Meters 17.245.534.00 276% 475978.74 A% £36.336.401 69,359.37
382 Matat Insdlatiativns 481333200 2% 130,538 .55 3.22% 155.008.6% 24,059.66
383 House ftegulalors 3.162 305.00 247% 7RH2128 Z242% 76.535.68 {1.581.46)
384 House Ragulsior instalations 1.Ub 38 2% £3,406.45 L2 <Ay (21332 TE)
385 Indusirial Meas & Reg Station Equip 124.035.01 3.22% 300293 31.62% 4.400.07 436 14
387 Otrer Sguipment 27.952.00 2.H4% G54.02 Z.30% 5§39.67 548

TOTAL DISTRIGUTION PLANT 296,414.370.00 8,559.690.82 8,739 T16.06 180.625.24

GENERAL PLANT
382.1 Cars & Trucks 4873,707.00 20.0% 974.74C.40 20.0% 974.742.40 -
3522 Trailers R 206.122.00 Z50% 298817 4.49% 13,734,488 3.735.71
384.t Shop Equipment +7.240.00 1.72% 29653 Z56% . 44124 144.82
394.3 (har Equiprnent ) 2.264.050 00 4.48% 101.429.44 QTE% 86.128.28 (16,301 16}
355 Lavaratory Equipment 440, 300,00 AT 14,147.00 34€30 14,103,297 (A ET
396.1 Power Dperated Equipment Houdy rawed L617,49200 20.0% 52349840 20.0% £23.498.40 -

. 396.2 Power Dpermet Equipmant Clhar 58,118 60 2.200% 1,%62.26 298% 1.737.73 57837
TOTAL GENERAL PLANT 14,583.030.00 1.623,234.20 161339430 (%,639.90)
FOTAL GAD #LANT 481,697,538.08 13107 014 KR 11.832431.13 (461283 55)

COMMON UTILITY PLANT
INTANCIBLE SLANT
301 Qrganuralion B3,182.00 ND
302 Franghizes and Consents 4.400.00 MO
303 Soh:are 17.670,083.00 0% 353401660 20% 353401360
303.1 Developmantal Software . 5,497.386.00 14% 785,5676.75 ‘4% 78557575
AT 9 | g ihvany 18,200.60 10% 788000 0% 7.880.00
TUTAL INTANGIBLE PLANT 23,334,453.00 432747335 4327 47335
GENERAL PLANT
COMPUTER EQUIFMENT £.844.670.00 20.0% 1.386.834.00 - 20.0% +,358,934.00
BERSONAL COMPUTER EQUIP. 11,086,208.00 35.24% 353614108 3324 3,686.141.08
BROADWAY QFF-CE COMPLEX 20.054.456.00 A% 667 81338 3% E67 213,38 -
LB8E BUILDING < 1642,833.00 8.00% 13141084 8.00% 131,410,684 -
ACTORS THEATER JRD FLOOR . 7B6,673.00 10.0% TE.68T.2C 10.0% 76.567.30
389.% Land 166180500 NO ND -
389.2 Land Rights 202.095.00 241% 557887 2.95% 5981 60 28243
369 Struclures 3nd Imorovements WSC 186.380.00 220% 440038 2.98% +063.03 {3728}
380 Striclures and Imorguements TRANSP. 1.734,685.00 2.20% 36,163.02 2.14% rizan {1.040.81}
390 Struslyres end fmarovements - STORES 10.899,353.00 2.20% 23998507 209% 227 798.43 (11,985.29)
380 Struaiures snd Imoravemants - AUBURNDALE 2265148390 L 2.20% 495,232.82 2 16% 439.272.03 19.040.59)
390 Structures and Improvements - OTHER ’ 275.991.00 2.20% BCrtan 1.36% 5.409.42 (632.38)
381 Struchures and Improvaments - MICRG 59.816.00 2.20% 157555 299% (E-TEN ) {ga.00)
381 Office Fuinitars & Equipment 15.201,467.00 321% 4B7.967 0% J43% 52141232 33.443.23
392.1 Cars & Trucks 354 837.00 26.0% 70987 40 20.0% 70,867 .40 -
3922 Trallers . £8,517.00 250% 072944 287% 1,776.0Q A46.56
383 Slores Equipment . 1.238.48C.00 296% 31,705 05 T 275% 3405820 2.33.11
3042 Garage Equipmeant 945 524.0¢ PETAS 28 J00.07 23T% 28,082.18 3,781t
3943 Cther Equpmert 558,026.00 282% 15736 32 Ak 17.410.41 1.674.08
395 Laboratory Equipmeal 22.282.00 283% 48602 2.59% 477 50 {891)
385.1 Power Opetatewd Eguipment Hourly . 452,708.00 20.0% 32,341 60 20.0% 92.541.60 -
384 2 Power Operalzd Equipment Gther 16,344 00 228% 33998 2.51% 41323 7028
367 Cormmunisalinns Equipment PAVE YL TR 29T TIHIONTL EXSE 7o4.012.62 24,727.26
388 Mrss Equipmen! 284,298.00 4.57% 13.545.08 3.87% H1.286.87 (2,558 48]
TOTAL GENERAL PLANT £17,614,575.00 820407794 8,255,001.34 50,923 .40
TOTAL COMMON UTILITY PLANT 141,009,028.04 12.531,551.2% 12,682.474.69 50,923.40
TGTAL PLANT 2,384,385, 366 402,409,480 97,125.067 {5.284,41
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Lovuisville Gas and Electric Company
Comparison of Existing to Proposed Depreciation Rates
Depreciable Plant at December 1939

* LG&E Nate Originally
Proposed Seltlement

Rate Fate
Cana Aun Unit 4 3.07% 2.04%
Cené Run Lnil 5 297% 287%
Cane Run Unil & 3.an7% 2,607
Mill Craek Unit 1 2.60% . 239%
Mtk Craok Linit 2 2.38% 2.28%
Mitl Crazk Unit 5 3.53% L03%
Mill Craak Lnit 4 3.86% 2.82%

Frimble County Unit 1 270m 24100
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Kanturiy Ltilitias Company
Comparison of Existing ta Recommendad Depreciation Rates
Plant in Service at Dacember 21, 1992

Depraciable Existing Rates 1992 Propasaed Rates 2000 Incraase
Balance Annual Annuat or
Property Group 12-31-59 Rate Amount Rate Amount {Dacraase)
Steam Production Plant
Rrown Urit 1 50,695,823 4.57% 2,316,788 L 2.90% 1,470,178 (848,629)
Brown Unit 2 36,834,792 387% 1,386,806 288% " 1,032,042 {354,784)
Brown Unit 3 114,565,646 3.51% 4,021,256 3.81% * 4,479,518 458,263
Gihant Unit 1 126,982,727 3.03% 3.938.477 312% 4,058 461 116,984
Ghent Unit 2 138,193,638 297% 4,104,351 - 1.84% 2542763 {1.561.,588)
Ghent Unit 3 : 279,724,502 1.19% 8.973.212 C222% 6.200.884 (2,713,328)
Ghent Unit 4 259,830,578 3.20% 8,318,087 2.16% ¢ 5.614,895 (2,703,372)
Green River Units 142 17,856,836 8% 328,782 1.71% 305,354 (21,428)
Green River Unit 3 14,643 558 2.41% 352 910 o 1.84% 284,085 {68,825)
Green River Unit 4 32,918 986 3.85% 1,267 381 3.10% +.020.489 (245,892)
Pineville Unit 3 8,131,873 . 1.62% 148,000 2.28%. 185,407 37.407
Tyrone Urit 3 17,321,686 257% 448,167 213% - 368,952 176,215)
System Laboratory 1,685,307 §.59% 94,768 4.22% 71,842 {23,226)
Pollution Control Equipment 114,258,494 5.13% 5,861,481 5.67% 6.478.457 615,996
Total Steam Production Piant . 1.215,763.585 41,505,435 34,118,828 {7,386,609)
Hycraulic Production Plant
Dix Dam 6,774,801 1.88% 183,766 1.569% 155.419% {28,347
Lock #7 g1, 354 £4a1% 41,uee LadYe 29,9494 ;8d)
Tatal Hydratdic Produstion Plant . 10,626,165 204,795 175,363 {28,432)
Other Production Plant
Brown 6 35,250,643 3.44% 1,247,922 3.39% 1,228,857 {18,125)
Brown 7 27,403,942 3,447 1,260,404 2.26% 1,288,565 {50,950)
Brown 8 27,610,211 3.44% 349,791 3.51% 265,118 19,327
Brown 9 36,721,763 3.44% 1,263,229 3.39% 1,244,868 {18.361)
Brown 10 27,659,728 3.44% 951,495 3.48% 962,559 11,064
Brown 11 34,791,938 3.44% 1,196,843 3.55% 1,235,114 38,271
|otal LIner Froaucucn Plan: 200,430,227 §,506 864 £,365,110 T, TBAY
Transmission Plant - - . -
350.1 Land Rights ’ 22,921,430 1.64% 444 B75 1.34% 307,147 {137,529
382 Struclures and Improvemenis 7.376TTL 2.15% 202,861 2.65% 195,484 (7.377)
333, 1 Station Eyuipreent 154,191,087 1.00% 2,670,221 FEILA 2 ORA 471 285200
353.2 Syst ControiiMicrowave Equip 11,419,300 3.51% 971,782 6.18% o 705713 (266,07Q)
354 Towars & Fixtures . 60.000.913 2.54% 1,764,327 2.84% 1,704,026 {60,001
355 Poles & Fixtures 68,210,77¢ 4.26% 2,905,779 4.03% 2,748,894 (156,885
356 Overhead Corduclors and Devicas 115,807,347 3.43% 3,975,282 3.25% 3.766 667 (208,615)
57 Underground Gonduit : 422 474 7 138 412 2.01% 3.693 (519)
358 Underground Conductors & Devices 1,114,762 3.74% 41,6892 3.52% 39,240 (2,452)
Total Transmission Plant 421,555,846 ' 12,985,533 12,441,286 (544,247)
Distribution Planl :
2680.1 Land Righte 1.41R.3728 2.24% a1.728 1.14% 15,145 {15,880)
381 Structures and Improvements 3,122,643 2.41% 75,258 1.80% 3.8 (18,238)
352 Station Ecuipment £1.088,043 1.98% 1,505,543 2.24% 1.815,372 210,829
364 Poles Towers & Fixturas 148,608,993 4.72% 3.271,300 3.52% 5,231,037 {1,049,263)
385 Overhead Gonductors and Devices 140,791,528 - 413% 5814,653 3.02% 4,251,904 {1,562,786)
S8R Lindargronnd Canduit 1,545,108 2.00% 30,902 1.75% 27.0339 (3,863)
367 Underground Conductors & Devices 31,988,710 3T1% 1,187,189 3.28% 1.052.780 {124,39%)
364 Line Transformers 185,510,745 3.09% 5.732,283 2.41% 4,473,813 (1,261,473)
359 Services . 72,773.393 4.59% 3,340 289 1.75% 2,729,002 (611.297)
370 Meters 56,089,039 2.87% 1,440,974 Z79% 1,564,326 123.382
av1 Instaliations on Customer Premises 17,244,245 §.68% 1,198 676 8.27% 1,125,104 (73.571}
373 Streel Lighting & Signal Systems 36.388 032 & Z4% 1.564 085 3.85% 1.420,192 {143 864}
Totai Bistrbution Plant 777,757,908 28,292,883 ’ 23,763,741 (4,523,152)
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Kantueky Liilitics Campany
Comparison of Existing to Recommended Depreciation Rates
Plant in Service at December 31, 1998

General Plani
200.1 Structuroe £ Imporovernents . af ARRTBR 2 10% ERAGIS 1.78% 548.043 1185.872}
3911 Office Furniture & Equipment 2811.21¢ G.24% 175,420 5.82% 163,612 . {11,807}
343 Stores Equipment 31,744 3.32% 20,974 2.87% 18,121 (2,843)
304 Teol, Shop & Garags Equipment 2.835,75% 3.33% 94.431 2.74% 77,700 {16.731)
3e5 Laboratory Equipment 3180703 3.70% 118,576 3.16% 89,582 (17,014}
306 Dowar Oparated Equipmant 203617 B.63% 13.520 3.56% 7.259 (6.2601
397 Communication Equipment 3,998,620 581% 232,320 3.55% 141,851 {80,369)
308 Misc Equipment 542,972 6.64% 36.027 5.19% 25,159 {7.867)
Total Gengral Plant - 45,313,337 1,343,182 1,084,419 {258.783)
Totat Depsariahia Piant Studiac ) 2.871.507.068 91,228,702 78,453,745 (12774851
intangible Plant 11,958,315
Pineville Units 142 . 1,673,670
Tyrone Units 182 ) 482,241
riaafling 1,283 4,683,527
Lang 18,244 BEG
L.easehok Improvements R 583,403
Personal Computers 163,068
Computer Equip . 6,984,132
Cash Handling Ecuipmant 369,384
Transportation Equipment 23,762,286
Yotal Plant in Service 2,744,389 363
* KU Nole: urgmally
Proposed Settlement
Ratg Rate
Brown Unit 1 : 2.04% 2.90%
Brown Unit 2 3.28% 288%
Brown Unit 3 : 3.U0% 3.3i%
Shent Unit 1 3.36% 312%
Ghent Unit 2 2.38% 1.84%
Shent Unit 3 2.93% 2.22%
Ghant Linit 4 3.42% 2:18%
lyrong Uams 2.93% 2.15%
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KENTUCKY UTILITIES COMPANY

Orvriginal Sheet Mo,
P.8.C, No, 12

ELECTRIC RATE SCHEDULE VDSR
Valuc Delivery Surercedit Ridor

APPLICABLE
In ali territory sarved by the Company,

AVAILABILITY OF SERVICE :
To Kentucky Utilities Company Electric Rate Scheduies RS, FERS, GS, CWH, 33, AES, 1P, LCI-TOD, HLF,
MP, LMP-TOD, M, ST.LT., P.O.LT., C.O.LT., SEASCNAL/TEMPORARY SERVICE RIDER, AND WESTYACO

RATE
The mantaly billing armount computed under éach of the rate schedules to which this surcredit 1a applicable

shall be adjusted by the Value Delivery Surcredit Factor, which shall be caloulated in acuordance with the

following formuia: .
Value Delivery Surcredit Factor = VYOS + BA

Where:

(VD) s e Value Rslivary Surseadit wwhioh jo boood on
distributed to the Company’s Kentucky jurisdictionat ratail customers in each 12-month periad.

the total Tempany not cowinge that sre in he

Net Savings - Value Delivery
to he . © Surcredit
Distributed ves: -

Year 1, Dec 1, 2001 to Dec 31, 2001 $ 480,000
Year 2, Jan 1, 2002 to Bec 31, 2002 $ 400,000
Year 3, Jan 1, 2003 to Dee 31, 2003 $2,129,000
Year 4, Jan 1, 2004 to Dec 31, 2004 $2,644,000
Yoaar B, Jan T, 20065 tn Pee 31 2005 $3 120000
Year 6, Jan 1, 2006 to Dec 31, 2006 $ 830,000

FRELEARR

(BA) is the Balancing Adjustment for the second through the tweifth months of the current distribution year

which reconciles anv over- or under-distribution of the net savings from prior periods. The Baiancing
Adjustment will be determined by dividing the differences betweer amounts which were expected to be

distributad and the amounts actually distributed from the application of the Value Delivery Surcredit Factor
from the previous year by the expected Kemtucky jurisdictional retail electric revenues. The final Balancing
Adjustment will be applied to customer billings in the second month foliowing the fifth distributien year.

. TERMS OF DISTRIBUTION :
{1} The total distribution to Company’s customars will, in no case. be lgss than the sum of the amounts

shown above. This tariff will be re-fifed to reflect actual net savings by January 21, 2002,

{23 On or before the Z1st of the first month of sach distribution year following Year 1, the Company will file
with the Commission a status report of the Surcradit. Such report shall include a statement showing
the amounts which were expected to be distributed and the amounts actuslly distributed in previous
periods, aiong with a calculation of the Baiancing Adjustment (BA) which will be imptemented with
customer billings in the second month of that distribution year to reconcile any previous over-cr under-

digtribytions.

(3} The Value Delivery Surcredit shail be applied to the customer’s bill following the rates and charges for
slectric service, hut before application of the school tax, the franchise fee, sales tax or similar items.

{4} The Value Delivery Sureredit shali be withdrawna with application of the Nnat Balancing AdMusIment foltlowhig T 6.

”.I.i.nte of Issue: Issued By Date Effective;

M. S, Beer, Vice President




