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Please state your name, title, and business address. 

My name is Robert M. Comoy. I alii the Manager of Rates for E.ON U.S. Services 

Iiic., which provides services to Louisville Gas and Electric Company (“L,G&E”) and 

Kentucky Utilities Compaiiy (“IW“) (collectively “the Companies”). My business 

address is 220 West Main Street, L,ouisville, Kentucky, 40202. A complete statement 

of my education aiid work experience is attached to this testimony as Appendix A. 

Have you previously testified before this Commission? 

Yes. I liave previously testified before this Commission in proceedings concerning 

the Companies’ fuel adjustment clauses and enviroimiental surcliarge mechanisms. 

What is the purpose of this proceeding? 

The purpose of this proceeding is to review the past operation of L,G&E’s 

enviroimiental surcharge during tlie six-iiioiitli billing period ending October 3 1 , 2006 

and the six iiioiitli billing period eliding April 30, 2007 that are part of the two year 

billing period eliding April 30, 2007, determine whether tlie surcharge amounts 

collected during these periods are just and reasonable, aiid then iiicoiyorate or “roll- 

in” such surcliarge amounts into LG&E’s existing electric base rates. 

What is the purpose of your testimony? 

The purpose of my testiiiioiiy is to review the operation of L,G&E’s eiiviroimieiital 

surcharge during the billing periods under review, demonstrate the amounts collected 

during these periods were just aiid reasonable, present and discuss L,G&E’s proposed 

adjustment to the Eiiviroimeiital Surcharge Revenue Requirement based on tlie 

operation of tlie surcharge during those periods aiid explain how the enviroimiental 

surcharge factors were calculated during the period under review. Further, my 

testimony will recoiiiiiieiid that the cumulative ECR revenue requirement for the 
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twelve-months eliding with tlie expense iiioiitli of February 2007 be used for purposes 

of incorporating or “rolling-into” LG&E’s electric base rates tlie appropriate 

surcharge aiiiounts coiisisteiit with tlie metliodology approved by this Coiiimissioii in 

Case No. 2006-00130. 

Please review the operation of the environmental surcliarge for the billing 

periods included in this review. 

L,G&E billed an eiiviroiiiiieiital surcharge to its customers from May 1, 2006 through 

October 3 1 , 2006 aiid November 1, 2006 tlvough April 30, 2007. For purposes of tlie 

Commission’s examination in this case, tlie inoiitlily LG&E enviroix-nental smcliarges 

are considered in tlie six-moiitli billing period ending October 3 1 , 2006 aiid tlie six 

moiitli billing period eliding April 30, 2007 that are part of tlie two-year billing period 

eiidiiig April 30, 2007. hi each month of tliese periods, L,G&E calculated the 

enviroimiental surcliarge factors by using the costs incurred as recorded on its boolts 

and records for the expense moiitlis of March 2006 tlxougli February 2007 aiid in 

accordance with the requirements of the Commission’s previous orders concerning 

L,G&E ’ s eiiviroimeiital surcharge. 

What costs were iiicluded in the calculation of the environmental surcharge 

factors for the billing periods under review? 

The capital and operating costs included in tlie calculation of the eiiviroilrrieiital 

surcharge factors for these billing periods were tlie costs incui-red each iiioiitli by 

L,G&E from March 2006 tlvough Felxuary 2007, as detailed in tlie attaclmeiit to 

Question No. 2 of the Coiiiiiiissioii Staff Request for Infomiation, iiicorporatiiig all 

required revisions. 
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Q. 

A. 

2 



1 

2 

3 

4 

5 

6 

7 

8 Q- 

9 

10 

11 A. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

The iiioiitlily eiiviroiuiieiital surcliarge factors applied duriiig the billiiig 

periods uiider review were calculated coiisisteiit with the Commission’s orders in 

L,G&E’s previous applicatioiis to assess or aineiid ail eiiviroiuneiital surcharge, as 

well as orders issued in previous review cases, most recently Case No. 2006-00130. 

The iiioiithly eiiviroiuiieiital surcharge repoi-ts filed with tlie Coniinissioii duriiig this 

t h e  reflect tlie various cliaiiges to the repoi-tiiig foriiis ordered by tlie Coininissioii 

fi-om time to tiiiie. 

During the billing periods under review, did LG&E submit any monthly filings 

that contained adjustments to the ECR jurisdictional revenue requirement 

(E(m)) ? 

Yes. L,G&E’s Eiiviroixiieiital Cost Recovery filing for tlie Jaiiuary 2007 expeiise 

iiioiitli, (filed with tlie Coiiiiiiissioii on February 23, 2007) included a restateineiit of 

rate base to reflect tlie impact oii accmniilated deferred iiicoiiie taxes of the 

Coinpaiiy’s election, uiider the provisioiis of tlie 2005 Energy Policy Act, to take 

rapid ainoi-tization oii certain pollutioii coiitrol facilities. The scope of tliese 

agjustiiieiits included the expeiise iiioiitlis of Marcli ZOOS tlu-ough April 2006. The 

Coiiiiiiissioii exaiiiiiied these expeiise inoiitlis iii coimectioii with the last two six- 

iiioiitli billiiig period reviews in Case No. 2006-00130.’ Tlie scope of tlie adjustiiient 

however did iiot exteiid to tlie ECR aiiioimts collected in aiid found just aiid 

reasonable for tlie two-year billiiig period exainiiied in Case No. 2006-001 30.2 

The adjustineiit made to tliese expeiise months iii Febixary 2007 also 

iinpacted tlie aiiiotiiit of L,G&E’s under-collection previously deteiiniiied in Case No. 

May 2005 tluough October 2005 and November 2005 through April 2006. 
May 2003 tluough April 2005. 
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2006-00 130. Therefore, LG&E is revising its previously determined under-collection 

balance. In addition to this change L,G&E is now reflecting corrections to the 

Weighted Cost of Capital calculation for the April 2006 time period. These were 

corrections caused by a foiinula error in calculating the Coiiiinon Equity Adjustinelit 

for the Trinible County Inventory, and a coi-rection related to the Minilnuin Pension 

L,iability. Tliese two con-ections impacted tlie April 2006 Weighted Cost of Capital 

percentage by 0.03%. Tlie updated calculation is sliown in tlie response to the 

Coiniiiissioii Staff Request for hifoiination, Questioii No. l(b) page 3 of 5. The 

adjustment made to tlie expense niontlis September 2005 tlirougli February 2006 

changed LG&E’s under-collection. Both of these adjustments created an increase in 

tlie previously deteiiniiied under collection of $22,878 in Case No. 2006-001 30. 

Therefore, L,G&E is revising its previously determined under-collection balance. Tlie 

details of these adjustinelits are sliown in LG&E’s response to Question No. l(b) of 

the Commission Staff Request for Iiifonnation. 

Are there any additional changes or adjustments in Rate Base from the 

originally filed expense months? 

With tlie exception of tlie previously discussed changes, all changes to Rate Base 

from the originally filed billing periods and their associated impact on tlie ECR 

billing factor have been reflected in tlie expense month where the changes were made. 

All changes to Rate Base and tlieir impact are sumiiiarized in response to the 

Commission Staff Request for Infoniiatioii, Qiiestion No. l(b). 

Are there ally changes necessary to the jurisdictional revenue requirement 

(E(m))? 
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Yes. In addition to the cliaiiges discussed above, as discussed in Mr. Coilroy’s 

testimony filed with the Coinmissioii in Case No. 2006-001 30, LG&E is malting an 

adjLustiiient to tlie operating expeiises for the expense months of March 2006 tlxough 

December 2006 to elimiiiate the iiiontlily exclusion as ordered by this Coiiiinissioii in 

its September 4, 2003 Order in Case No. 2002-00147. This adjustiiient is coiisisteiit 

with ordering paragraph 6 of the January 31, 2007 Order in Case No. 2006-00130. 

Fnitheimore, adjustinelits to E(m) are iiecessary for compliaiice with the 

Coinniissioii’s Order in Case No. 2000-00386, to reflect the actual changes in tlie 

overall rate of retuiii oii capitalization that is used in the deteiiniiiatioii of the return 

oii eiiviroiunental rate base associated with tlie Post 1995 Plans. The cliaiiges in the 

actual cost of long tenii debt and capital structure result in ai1 increase to cumulative 

E(m) of $989,868. The details of and support for this calculation is shown in 

LG&E’s response to Questioii No. l(b) of the Coiiiinissioii Staff Request for 

In foiiiiatioii. 

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

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

Yes. L,G&E experieiiced a cumulative uiider-recovery of $839,948 for tlie billiiig 

periods eiidiiig April 30, 2007. L,G&E’s response to Questioii No. 2 of the 

Coizliiiissioii Staff Request for Iiifoimatioii shows the calculatioii of the $839,948 

cumulative under-recovery. Therefore, an adjustiiieiit to the reveiiue requirement is 

necessary to reconcile the collection of past surcharge revenues with actual costs for 

tlie billing periods under review. 

What kind of recovery of the under-recovery amount is LG&E proposing in this 

case? 
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L,G&E is proposing tliat tlie cnmulative under-recovery of $839,948 be recovered 

over tlie four months following tlie Coniiiiissioii’s Order in this proceeding. 

Specifically, L,G&E recommends that tlie Coiiiiiiissioii approve ai1 increase to the 

Enviromiiental Surcliarge Reveiiue Requirement by $209,987 for tlie first four 

months, begiimiiig in tlie first fbll billing month following tlie Commission’s Order in 

this proceeding. This method is coiisisteiit with tlie method of iiiipleiiieiitiiig previous 

over- or under-recovery positions in prior ECR review cases. 

Should the Commission in this case approve the incorporation into LG&E’s base 

electric rates tlie environmental surcharge amounts found just and reasonable 

for the two-year billing period ending April 2007? 

Yes. It is appropriate, at this time, to incorporate surcharge amomits found just and 

reasonable for tlie two-year billing period eliding April 2007 into electric base rates. 

LG&E recoiiimeiids that a surcliarge aimmiit of $2,64 1,636 be iiicoiyorated into base 

rates at tlie conclusion of this case. L,G&E deteiiiiiiied tlie roll-in amount of 

$2,64 1,636 using tlie base-cull-ent metliodology, coiisisteiit with ctii-reiit practice and 

as previously approved by tlie Comniission. LG&E furtlier recomiiieiids contiiiiiation 

of tlie base-cull-ent methodology to calculate tlie iiioiithly eiiviroiuneiital surcliarge 

factors going foiward. Tlie details of this metliodology and the calculation of the 

aniount are presented as attacluiieiits to LG&E’s response to Question No. 8 to the 

Coiiiinissioii Staff Request for Infoilnation. 

Does LG&E believe that there will need to be modifications to the RESF 

methodology, as a result of incorporating additional environmental surcharge 

amounts into L,G&E’s existing base rates? 

G 



1 

2 

3 

4 

5 

G 

7 

8 

9 

10 

11 

12 

1 3 

14 

1.5 

16 

17 

18 

19 

20 

21 

22 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

No. LG&E believes there is no need for any iiiodificatioiis to the metliodology used 

in iiicorporatiiig additioiial enviroiuiieiital surcharge amouiits into L,G&E’s existing 

base rates. LG&E proposes to utilize tlie same methodology to roll-in the ainount to 

tlie base rate components most recently approved by tlie Commission in Case No. 

2006-00 130. 

If the Commission accepts LG&E’s recommendation to incorporate $2,641,636 

into base rates, what will be the impact on LG&E’s revenue requirement? 

Tlie incorporation of tlie recoiniiieiided surcharge amounts iiito base rates will 

iiicrease base rates and sirnultaiieously reduce ECR revenues by an equal amount. 

Therefore, there will be 110 impact on LG&E’s revenue requirement. 

What Base Environmental Surcharge Factor (BESF) is L,G&E proposing to use 

for the amount rolled iiito base rates? 

LG&E calculated a new BESF, usiiig base revenues for tlie 12-iiionths eliding 

Septeniber 2007, of 3.77 13%. However, tlie actual BESF will be calculated usiiig 

base reveiiues for the 12~~mo1itli period eliding with tlie iiiontli precediiig the month 

the Commission issues an order approving the roll-in. Tlie tiiiiiiig and method LG&E 

will use to deteiiniiie tlie filial BESF is coiisistent with tlie Commissioir’s Order in 

Case No. 2003-000683 and iiiost receiitly in Case No. 2006-00130. 

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

Commission’s Order in this proceeding? 

As shown in response to tlie Coiiiiiiission Staff Request for Iiifoi-ination, Question No. 

9, LG&E is recoiiiniending aii overall rate of retmi on capital of 11.14%, iiicludiiig 

’ 
hi the Mittel- of Aiz Exniiimation hy tlie Pidlrc Service Coiiriiiissioii of the Eiiviiniiiireiitnl Sirrchnrge 

Mechniiisin of Kentiicky Utilities Coiizpaiiy for the Six-Month Billing Periods Eizdiizg Jnizumy 31, 2001, .Jrily 31, 
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tlie currently approved 10.50% return on equity aiid adjusted capitalization, to be used 

to calculate the eiiviroixiieiital surcliarge. 

What is your recommendation to the Commission in this case? 

LG&E inalces tlie followiiig recoiiimelidatiolis to tlie Commission in tliis case: 

a) Tlie Coiiiiiiissioii sliould approve the proposed increase to tlie Eiiviroixiiental 

Surcharge Revenue Requirement of $209,987 per iiioiith in the first four 

billing iiioiiths beginning in tlie first full billing month followiiig tlie 

Commission’s decision in tliis proceeding; 

The Coiiiinission should determine enviroixiieiital surcliarge amounts for tlie 

two-year billing period eliding April 2007 to be just and reasonable; 

The $2,641,636 sliould be approved as tlie amount to be incorporated into 

base electric rates for bills rendered on and after tlie second full billing month 

following tlie iiiontli in wliicli an order is received in tliis case; 

Tlie Base Environmental Surcharge Factor should be reset to an amount based 

on tlie roll-iii aimtiit aiid the iiiost recent twelve-month period available 

following the Commissioii’s Order in this proceeding; aiid 

Tlie rate of retuiii on capital for tlie Post-199s Plan be established as 1 I. 14%. 

b) 

c) 

d) 

e) 

Does this conclude your testimony? 

Yes .  

200/, Januaiy 31, 2002, aizd.fanuaiy 3 / ,  2009 mid for the Tko-Year Billrig Perrods EIldurg Jidy 31, 2000 and 
.Jdy 31, 2002, Case No 2003-00068, Older (Octobei 17, 2003) 
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VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

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

Manager, Rates for E.ON U.S. Services Inc., and that he has personal knowledge of the 

matters set forth in the foregoing testimony, and the answers contained therein are true 

and correct to the best of his information, knowledge and belief. 

@ *  
ROBERT M. CONROY 

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

this ///"day of October 2007. 

/k&za /L 

(SEAL) 
Notary Public 

My Commission Expires: 

&A2 &?or J@/@ 



APPENDIX A 

Robert M. Coiiroy 

Manager, Rates 
E.ON U.S. Services Iiic. 
220 West Main Street 
L,ouisville, K.entucky 40202 
(502) 627-3324 

Education 
Masters of Busiiiess Adriiiiiistratioii 

Indiana Uiiiversity (Southeast canipus), December 1998. GPA: 3.9. 

Rose Hulmaii Institute of Tecluiology, May 1987. GPA: 3.3 
Bachelor of Science in Electrical Engineering; 

Essentials of Leadership, L,ondon Business School, 2004. 

Center for Creative Lmdersliip, Foundations in L,eadersliip program, 1998. 

Registered Professional Engineer in ICentucky, 1995. 

Previous Positions 
Manager, Generation Systenis Plaiming 
Groiip L,eader, Generation System Plaiining 
L,ead Plaiuiing Engineer 
Consulting System Plaiuiiiig Analyst 
System Plaiming Analyst I11 & IV 
System Plaiming Analyst I1 
Electrical Engineer I1 
Electrical Engineer I 

Professional/Trade Memberships 
Registered Professional Eiigiiieer in ICentucky, 1995. 

Feb. 2001 - April 2004 
Feb. 2000 - Feb. 2001 
Oct. 1999 - Feb. 2000 
April 1996 - Oct. 1999 
Oct. 1992 - April 1996 
Jan. 1991 - Oct. 1992 
Jw. 1990 - Jan. 1991 
JLIII. 1987 - JUIZ. 1990 
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VERIFIC ATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON 1 

The undersigned, Valerie L. Scott, being duly sworn, deposes and says that she is 

Controller for E.ON U.S. Services, Inc., that she has personal knowledge of the 

matters set forth in the responses (Question Nos. 1, 3,4, S,6 ,  and 9), and the answers 

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

belief. 

i 

VALERIE L. SCOTT 

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

State, this l/7$day of !?‘Cxbber , 2007. 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

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

is Manager of Rates for E.ON U.S. Services, Inc., that he has personal knowledge of 

the matters set forth in the responses (Question Nos. 1, 2, 7, 8, and lo), and the 

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

knowledge and belief. a- 
ROBERT M. CONROY 

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

State, this / 7"'day of (?~,3$&&,r , 2007. 

Notary Public d 

My Commission Expires: 
&I%+ (3o,a/o 





Response to Question No. 1 
Page 1 of 2 

Scott / Conroy 

LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 1 

Witness: Valerie L. Scott / Robert M. Conroy 

For Each of tlie Six Periods Under Review 

Q- 1. Coiiceiiiiiig tlie rate of return on tlie original eiivii-oiuiieiital coiiipliaiice plan 
(“1 995 Pla11”) aiid tlie tlvee amendments to tlie enviroimental coinpliaiice plan 
(“Post- 1995 Plaiis”), provide tlie followiiig iiifoiiiiatioii for each of the billing 
periods uiider review: 

a. For tlie 1995 Plan, calculate any true-up adjustinelit iieeded to recognize 
cliaiiges in tlie weiglited average cost of L,G&E’s pollutioii control debt during 
the applicable months of each review period. Iiiclude all assumptions and 
otlier siippoi-tiiig documentatioii used to iiialce this calculation. Any ti-ue-up 
adjustment is to be inchided in tlie deteniiinatioii of the over- or under- 
recovery of tlie surcharge for tlie coil-esponding billing period uiider review. 

b. For tlie Post- 1995 Plans, calculate any true-up adjustment needed to recogiiize 
cliaiiges in LG&E’s cost of debt, preferred stock, accoriiits receivable 
fiiiaiiciiig (if applicable), or changes in L,G&E’s electric capital structure. 
Include all assumptions aiid otlier supporting dociiiiientation used to iiialte this 
calculation. Any tnie-up adjustinelit is to be iiicluded in tlie deteiiiiination of 
tlie over- or under-recovery of tlie surcliarge for tlie coil-espoiidiiig billing 
period uiider review. 

A-1 . a. The 199.5 Plan has been eliiiiiiiated fioin tlie ECR aiid was iiicluded in base 
rates in Case No. 2003-00433. It is no loiiger pa13 of the ECR calculations. 

b. Please see tlie attacluiient. L,G&E calculated tlie true-up adjustment to 
recognize changes in the cost of debt and capital structure in two steps, sliowii 
oii Pages 1 and 2 of tlie attaclvneiit to this response. Page 1 reflects tlie true-up 
required due to cliaiiges between tlie Rate Base as Filed and tlie Rate Base as 
Revised tlirougli tlie Moiitlily Filings, Page 2 represents tlie true-up in tlie Rate 
of Retuiii as filed compared to tlie actual Rate of Return calculations. 



Response to Question No. 1 
Page 2 of 2 

Scott / Conroy 

LG&E’s rate base, as submitted in this case, includes revisions related to tlie 
deferred taxes caused by tlie rapid ainoi-tizatioii iiietliodology and additional 
corrections to the amounts used to calculate tlie weiglited cost of capital, in tlie 
Coinmission’s most recent examination of LG&E’s eiiviroiuiiental surcharge 
in Case No. 2006-00130. The true-np’s for changes in the deferred taxes aiid 
tlie additional con-ections are additionally reflected on Page 1 and 2. Pages 3 
tllrougli 5 provided tlie adjusted weighted average cost of capital for all 
periods under review. 



Loirisville Gas & Electric Company 
C 
Inr,,ct on Calculated E(m) - Post 1995 Plan 

'1 Rate of Return True-up Adjustment ~ Revised Rate Base 
Attacliment to Response to Question No. 1 (b) 

Conroy 
Page 1 of 5 

Billing 
Month 

May-05 
Jun-05 
JuI-05 

Aug-05 
Sep-05 
Oct-05 

Expense 
Month 

Mar-05 
Apr-05 
May-05 
Jlln-05 
Jul-05 
Aug-05 

Rate of Return 
as Revised in 

Case No. 2006- 
00130 

1 1"00% 
1 1 .OO% 
1 1 "00% 
10.83% 
10.83% 
10.83% 

Rate Base as 
Revised in Case 

00130 

$ 213,557,104 

No. 2006- 

21 3,364,150 
212,535,346 
215,846,002 
215,118,010 
2 16,037,388 

Rate Base As Revised 
Through Current Review Change in Rate 

Case No. 2007-00380 Base True-up Adjustment 
(5) - (4) (3) * (6) / 12 

$ 213,555,725 $ (1,379) $ (13) 
213,362,311 (1,839) (1 7) 
2 12,533,047 (2,299) (21) 
2 15,843,243 (2,759) (25) 
215,l 14,791 (3,219) (29) 
21 6,033,709 (3,679) (33) 

$ (138) 

Jurisdictional 
Allocation, ES 

Form 1.00 

65.39% 
74.98% 
68.97% 
78.37% 
91.73% 
85.18% 

Jursidictional True up 
Adjustement 

Nov-05 Sep-05 11.27% $ 216,396,233 $ 216,392,095 $ (4,138) $ 

Dec-05 Oct-05 1 1.27% 217,402,5 17 217,388,273 (1 4,244) (134) 74.76% 
Jan-06 NOV-05 1 1.27% 21 9,386,879 21 9,364,978 (21,901) (206) 61.10% 
Feb-06 Dec-05 1 1.27% 220,772,278 220,762,268 (10,O IO) (94) 59.82% 

1 1.27% 220,270,361 220,253,454 (1 6,907) (159) 67.76% Mar-06 Jan-06 
Apr-06 Feb-06 1 1.27% 221,754,055 221,730,247 (23,808) (224) 80.14% ( 179) 

$ (855) $ (598) 

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

Lding Expense Rate of Return Change in Rate Allocation, ES Jursidictional True up 
Month Month as Filed Rate Base as Filed Rate Base As Revised Base True-up Adjustment Form 1 .OO Adjustement 

May-06 Mar-06 10.39% $ 219,617,795 $ 220,931,064 ' $ 1,313,269 $ 11,371 83.21% $ 9,462 
Jun-06 Apr-06 10.39% 220,903,781 221,895,202 991,42 I 8,584 82.10% 7,048 
Jul-06 May-06 10.39% 222,390,O 14 221,483,244 (906,770) (7,851) 72.30% (5,676 
Aug-06 Jun-06 10.39% 221,126,542 221,087,195 (39,347) (341) 80.89% (276 
Sep-06 Jul-06 10.39% 220,509,935 220,526,532 16,597 144 79.00% 114 
Oct-06 Aug-06 10.39% 21 9,879,628 219,888,881 9,253 80 84.97% 68 

$ 1 1,987 $ 10,739 

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

(505 Nov-06 Sep-06 10.39% $ 219,150,189 $ 219,080,345 $ (69,844) $ (605) 83.50% $ 

Jan-07 Nov-06 10.39% 2 17,7 15,080 2 17,626,865 (88,215) (764) 61.16% (467 
Feb-07 Dec-06 10.39% 220,309,7 16 220,286,371 (23,345) (202) 76.57% (155 
Mar-07 Jan-07 1 1.23% 219,445,795 2 19,445,795 70.84% 

- 
Dec-06 Oct-06 10.39% 218,308,441 218,229,519 (78,922) (683) 72.08% (493 

Apr-07 Feb-07 1 1  23% 219,199,794 219,199,794 

Cumulative Impact of Changes in Rate Base $ 8,740 8,412 



Louisville Gas & Electric Company 

1. ..,,act on Calculated E(m) - Post 1995 Plan 
all Rate of Return True-up Adjustment - Revised Rate of Return 

Attachment to Response to Question No. 1 (b) 
Page 2 of 5 

Conroy 

Billing 
Month 

May-05 
Jun-05 
Jul-05 

Aug-05 
Sep-05 
Oct-05 

Expense 
Month 

Mar-05 
Apr-05 
May-05 
Jun-05 
Jul-05 

Aug-05 

Rate of Return 
as Revised in 

Case No. 2006- 
00 130 

1 1 .OO% 
1 1 .OO% 
11.00% 
10.83% 
10.83% 
10.83% 

Rate of Return as 
Through Current 
Case No. 2007- 

00380 

I 1 .OO% 
1 1 "00% 
1 1"00% 
10.83% 
10.83% 
10.83% 

Change in Rate of 
Retum Rate Base as Revised True-up Adjustment 

(4) - (3) 
0.00% $ 213,555,725 
0.00% 2 13,362,3 1 1 
0.00% 21 2,533,047 
0.00% 215,843,243 
0.00% 215,114,791 
0.00% 216,033,709 

(5) * (6) / 12 

Jurisdictional 
Allocation, ES Jursidictional True 

Form 1.00 up Adjusteinent 
(7) * (8) 

65.39% 
74.98% 
68.97% 
78.37% 
9 1.73% 
85.18% 

Nov-05 Sep-05 1 I .27% 11.30% 0.03% $ 2 16,392,095 4,688 75.74% 3,551 
Dec-05 Oct-OS 1 1.27% 1 1.30% 0.03% 21 7,388,273 4,710 74.76% 3,521 
Jan-06 Nov-05 1 1.27% 1 1.30% 0.03% 219,364,978 4,753 61.10% 2,904 
Feb-06 Dec-05 1 1.27% 11.30% 0.03% 220,762,268 4,783 59.82% 2,861 
Mar-06 Jan-06 1 1.27% 1 1.30% 0.03% 220,253,454 4,772 67.76% 3,234 
Apr-06 Feb-06 I 1.27% 1 1.30% 0.03% 221,730,247 4,804 80.14% 3,850 

28,5 1 1 19,92 1 

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

Billing Expense Rate of Return Rate of Return as Change in Rate of Allocation, ES Jursidictional True 
Month Month as Filed Revised Return Rate Base as Revised True-up Adjustment Form 1 .OO up Adjustement 

May-06 Mar-06 10.39% 11.17% 0.78% $ 220,931,064 143,973 83.21% 1 19,802 
Jun-06 Apr-06 10.39% 11.17% 0.78% 221,895,202 144,602 82.10% 1 18,722 
Jul-06 May-06 10.39% 11.17% 0.78% 221,483,244 144,333 72.30% 104,347 
Aug-06 Jun-06 10.39% 11.17% 0.78% 221,087,195 144,075 80.89% 116,545 
Sep-06 Jul-06 10.39% 11.17% 0.78% 220,526,532 l43,7 I O  79.00% 113,524 
Oct-06 Aug-06 10.39% 11.17% 0.78% 2 19,888,88 1 143,294 84.97% 121,759 

863,988 694,699 

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

Nov-06 Sep-06 10.39% 11.01% 0.62% $ 219,080,345 113,739 83.50% 94,967 
Dec-06 Oct-06 10.39% 11.01% 0.62% 2 18,229,5 19 1 13,297 72.08% 81,661 
Jan-07 Nov-06 10.39% 11.01% 0.62% 217,626,865 1 12,985 61.16% 69,098 
Feb-07 Dec-06 10.39% 11.01% 0.62% 220,286,371 114,365 76.57% 87,574 
Mar-07 Jan-07 I I .23% 11.01% -0.22% 2 19,445,795 (39,683) 70.84% (28,112: 
Apr-07 Feb-07 1 1.23% ll.Ol% -0.22% 219,199,794 (39,639) 75.53% (29,940: 

375,065 275,248 

Cumulative Impact of Changes in Rate of Return $ 1,267,563 $ 989,868 



Attachment to Response to Question No. l(b) 
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Scott 

Louisville Gas 8 Eleclric Company 
Adjusted Electric Rate of Return on Common Equity 

4/30/2006 

(2) (3) (4) (6) (7) 
(5) Jurlsdidionai Kentucky Adjustments Adjusted Total 

to Total Co Company Capital CapitalizaUon Jurisdictional 
Total Company Capitalization Capitalization Structure Allocation Capitalization 

1201 (2)-(3) t4)/(4l,mw7 IS) * (6) 

1 Long-Term Debt 820,554,000 18.384.514 802.169.486 41 19% 80 71% 647,430,992 

2 Med Term Notes Payable 0 00% 8071% 

3 Short-Term Debt 28,065,000 628.795 27,436,205 141% 8071% 22,143,761 

4 PreferredSlock 70,424,594 1,577,862 68,846,732 3 54% 80 71% 55,566.198 

5 Acwunts Receivable Flnandng 0 00% 8071% 

6 Common Equity 1,025,063,922 (23,956,944) 1,049,020,865 53 87% 80 71% 846,664.740 

1,944,107,516 (3,365,773) 1,947,473288 100 MI% 1,571,805,691 

1 Long-TemOebt 

2 Med Term Notes Payable 

3 Short-Term Debt 

4 PreferredStock 

5 Acmunts RecelvaMe Flnandng 

6 Common Equity 

7 

647,430,992 

22,143,761 

55,566,198 

846,664,740 

1,571,805,691 

(9) (10) 
Adjuslments Adjusted Ky 
la Kv Juris Juriwlictlonai 

72,802.678 574,628,314 

2,490,033 19,653.728 

6,248.334 49317.864 

95,206,225 751,458.515 

176,747,270 1,395,059,421 

(11) (12) (13) 

Capital cost cost of 
Stntcture Rate Capitel 

(10) /(lo), mw 7 i11)*(12l 

Annual Weighted 

41 19% 4211% 1 73% 

0 00% 0004% 0 W% 

141% 4 780% 0 07% 

3 54% 5 325% 0 19% 

0 00% 0 WO% 0 W% 

53 87% 10500% 5 66% 

1W 00% 7 65% 

8 Weighted Cost of Capital Grossed up for lnwme Tax Effect (ROR + (RDR . DR) x ITR I (1  - TR)D 11 30% 

Adjustmenh la Total Company CapitailzaUon 

(14) ($6) (17) (18) (19) (20) 
Totel (I5) Trimble County Minimum Tohl 

Company Capite1 lnvenlary Other Pensbn Adjustmenh 
CapiteilzaUon Stntcture Adjuslment Job Credlh lnwlments Liability la CspitalizaUon 

(1) 

(2) (14)/(14) mw7 (16)mw7r(lS) (17)mw7x(lS) (15)mw7n (15) i19lmwlx (151 t16)+t17)+lVJ)-l19) 

1 Long-TemDebt 820.554.0W 42 21% 1,541,385 16,592,298 250,832 18.384.514 

2 Med Tern Notes Payable 0 00% 

3 Short-TemDebl 28,065,000 144% 52.719 567.497 8.579 628.795 

4 PrefenedStock 70,424,594 3 62% 132,290 1,424,044 21.528 1.577.862 

5 Acmunb RecelvaMe Flnandng 0 W% 

6 CommonEqulty 1 .(125.063,922 52 73% 1.925.550 20,727,664 313,347 46,923,505 (23,956,944) 

7 1.944.107.516 1W W% 3.651 945 39.311.506 594.286 46,923,505 (3365,773) 

Adjustments lo Kentucky Jurisdidonal CapitailrsUon 

(21) (23) (24) (25) 
Environmental Environmental Adjuslments 

(1) 
Kentucky 

Jurisdictional Capital Surcharge Surcharge lo Ky Juris 
CapitalizaUon Structure 1994 Pian Post-1994 Plan Capitalization 

(8) (21)/(21), - 7  (231 + (24) 

1 Long-Term Debt 647,430,992 41 19% 72,802,678 72,802,678 

2 Med Term Notes Payable 0 00% 

3 Short.Term Debt 22,143,761 141% 2,490,033 2.490.033 

4 Preferred Stock 55,566.198 3 54% 6,248,334 6,248334 

5 Accuunls Receivable Financing 0 W% 

6 Common Equity 846,664.740 53 87% 95,206,225 95,206.225 

7 1,571,805.691 1WW% ~ 176,747.270 176,747.270 



Attachment to Response to Question No. l(b) 
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Scott 

Louisville Gas a Electric Company 
Adjusted Electric Rate of Return on Common Equity 

1013112006 

Total Company 

1 Long-Term Debt 819304.000 

2 Med Term Notes Payable 

3 Short-Term Deb1 89,247,000 

4 Preferred Stock 70,424,594 

5 Acmunts Receivable Financing 

6 Common Equity 1,025,253,133 

2,004,228,727 

1 Long-Term Debt 

2 Med Term Notes Payable 

3 Short-Term Debt 

4 PrefenedStock 

5 Amounts Receivable Financing 

6 CommonEquity 

7 

(8) 
Kenlucky 

Jurisdictional 
CapitallmUon 

(7) 

647,524,201 

70,534.983 

55658,985 

&18.164,863 

1,621,883,031 

(3) 
Adjustments 
to Total Co 

Capitailzalion 
(201 

17.0t9.028 

1,853,885 

1,462,898 

(25,626,390) 

(5,290,578) 

(9) 
Adjustments 
to Ky Juds 

Capitalization 
(25) 

72,949,744 

7.946.443 

6,270,512 

95,553,826 

182.720.525 

(4) (5) (6) (7) 
Junsdictional Kenlucky Adjusted Total 

Company Capital Capitalization Junsdicbonal 
Capitalization Structure Allocation Capitalization 

I2l-t3) (4)/(4) row7 (5) * (6)  

802,284,972 39 92% 8071% 647,524,201 

0 00% 80 71% 

87.393.1 15 4 35% 80 71% 70.534.983 

68.961896 3 43% 80 71% 55.658.985 

0 00% 80 71% 

1,050,879,523 52 30% 80 71% 848,164,863 

2.w9.519 305 100 00% 1,621,883,031 

($0) 
Adjusted Ky 
Jurisdictional 
CapitallzaUon 

(13) 
Annual (I2) Weighted 

( 1 1 )  

Capital cost cost of 
Structure Rate Capital 

( 8 ) -  (8 )  tlOlltl0). - 7  t l ~ I ’ t l 2 )  

574.574.456 39 92% 4 345% 174% 

0 00% 0 000% 0 00% 

62,588.540 4 35% 5 260% 0 23% 

49,388,473 3 43% 5 148% 0 18% 

0 00% 0 000% 0 00% 

752.61 1,036 52 30% 10 500% 5 49% 

1.439.162.506 100 00% 7 63% 

8 WeightedCostofCapltalGmssedupforinmmeTsxEffect(R0R + ( R O R - D R ) x p t / ( l  -TR)D 11 17% 

Adjustments to Total Company CapltallzaUOn 

(20) 
Total 

(18) (17) (18) (19) 
(I5) TrimbieCounly Mi n i m u rn 

Company Capital Inventory OLher Pension Adjustments 
CapitaiizaUon Structure Ad/ustmenl Job Credits Investments Liability to CapitaiizaUon 

(1) (14) 
Total 

(2) (14)/(14) - 7  (lE)mw71 (15) (17)m*r7xt15) (15)mw7r(15) (19)mw7~(15)  t16)+(17)+(18)-(18) 

1 Long-Term Debt 819,304,000 40 88% 1,492,437 15,263,651 242,937 17,019,028 

2 Med Term Notes Payable 0 00% 

3 Short-Term Debt 89.247.MlO 4 45% 162.571 1,664,851 28.463 1,853,885 

4 PrefWredStock 70,424,594 3 51% 128.285 1313,731 20.882 1,482,898 

5 Amounts Receivable Financing 0 00% 

(25,626,390) 6 Common Equity 1,025,253,133 51 15% 1.867.592 19,125,519 304.004 46,923,505 

7 2,004,228,727 100 00% 3,650,886 37.387.755 594,286 48,923,505 (5290.578) 

Adjustments to Kentucky JurisdlcUonsl Capitalization 

(21) (23) (24) (25) 
Kenlucky 

(”) 
Environmental Environmental Adjustments 

Jurisdictional Capital Surcharge Surcharge to Ky Juris 
Capitalization Structure 1994 Plan Post-1994 Plan Capitalization 

(8 )  ( 2 0 1  (21). mw7 (23) + (24) 

1 Long-Term Deb1 647,524,201 39 92% 72,949,744 72,949,744 

2 Med Term Notes Payable 0 00% 

3 Short-Term Debt 70.534.983 4 35% 7.946.443 7.946.443 

4 PreienwlStock 55,658.985 3 43% 6270.512 6.270.512 

5 Acmunts Receivable Financing 0 00% 

6 Common Equity 848.1 M.863 52 30% 95,553,826 95,553,826 

7 1.621.883.031 100 00% . 182.720.525 182,720,525 



Attachment to Response to Question No. l(b) 
Page 5 of 5 

Scott 

Louisville Gas 8 Eieclric Company 
Adjusted Electric Rate of Reiurn on Common Equity 

4/3012007 

(1) (3) (4) (5) (6 )  17) 
Jurisdiclional Kenlucky Adjusirnents Adjusted Toiai 

io Total Co Company Capital CapiiaiizaUon Jurisdictional 
Total Company Capitaiizalion Capitalization Structure AllocaUon Capitaiizalion 

(201 (2)-(3) 14)1(4), row7 15) * (6)  

1 LongTerm Deb1 937.304.000 18,704.781 918,599.219 45 72% 79 89% 733.868,916 

2 Med Term Notes Payable 0 00% 79 89% 

3 Short-Term Debt 21,033.000 419,734 20,613,266 1 03% 79 89% 16,467,939 

4 Preferred Stack 0 00% 79 89% 

5 Aanunls Receivable Finandng 0 W% 79 89% 

6 Common Equity 1,091,804,504 21,787,984 1.070.016,520 53 26% 79 69% 854,836,198 

2,050,141,504 40,912,499 2,009,229,005 100 W% 1,605,173,052 

(10) (11) (12) ( 13) 
Annual Weighted 

(8) (9) 
Kentucky Adjustments Adjusted Ky 

(1) 

Jurisdictional lo Kv Juris Jurisdictional Caoitat cost Cos1 of 

1 Long-Term Debt 733,868,916 83.082.459 650,786,457 45 72% 4 649% 2 13% 

2 Med Term Notes Payable 0 00% 0 WO% 0 W% 

3 Short-Term Debt 16,467,939 1,864,363 14,803,576 1 03% 5 260% 0 05% 

4 Preferledstock 0 W% 0 000% 0 W% 

5 Aanunts Receivable Finandng 0 00% 0 WO% 0 W% 

8 CommonEquity 854.836.198 98,777,357 758,058,841 53 26% 105W% 5 59% 

7 1 .sO5,173,052 181.724,$79 1,423,448,873 1W 00% 7 77% 

8 Weighted Cost of Capital Grossed up for lnmme Tax Effect (ROR + (ROR ~ DR) x [TR /(I . TR)) 

Adjustments to Total Company Capitaiizallon 

(1) (14) ( $ 6 )  (17) 
Total (15) Trimble County 

Company Capital Inventoory 
Capitalization Structure Adjustment Job Credits 

12) (14)1(14), mw7 (le) mw7 x 115) (17) - 7  x (15) 

1 LongTermDebt 937,304,000 45 72% 2.207.570 16,225,510 

2 Med Term Notes Payable 0 00% 

3 Short-Term Debt 21.033,WO 103% 49.538 364,099 

1101% 

(18) (19) (20) 

Olher Pension Adjustments 
investments Liability io Capitalization 

Minimum Total 

(IS) w 7  x (15) (19) mw7 x (15) (16) * 117) +(18)-(19) 

271,702 18.704.781 

6.097 419,734 

4 Preferredstock 0 00% 

5 Aanunts Receivable Flnandng 0 W% 

8 Common Equity 1,091.804.504 53 26% 2.571.455 18,9W,041 316,487 21,787.984 

7 2,050,141,504 1WW% 4.828.563 35,463,650 594.286 40.912.499 

Adjustments (0 Kenlucky Jurisdictional Capiialimtion 

(22) (23) (24) (25) 
Environmental Environmental Adjustments 

Jurisdlclional Capital Surcharge Surcharge to Ky Juris 
Capitalization Swcture 1994 Plan Post-1994 Plan CapitalizaUon 

(21) 
Kentucky 

(8) (2i)/(Zl).  mw7 123) + 124) 

1 Long-Term Debt 733,868,916 45 72% 83.082.459 83,082,459 

2 Med Term Noles Payable 0 00% 

3 Short-Term Debt 16.467.939 1 03% 1.864.363 1.864363 

4 Preferred Stock 0 00% 

5 Acmunls Receivable Financing 0 00% 

6 Common Equity 854,836,198 53 26% 96.77737 96.777.357 

7 1 605,173,052 100 00% - 181 "724.179 181.724.1 79 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix B of 
Commissioii’s Order Dated September 19,2007 

Case No. 2007-00380 

Questioii No. 2 

Witness: Robert M. Coiiroy 

For Each of tlie Six Periods Under Review 

Q-2. Prepare a suiiiinary schedule sliowiiig tlie calculatioii of Total E(iii), Net Retail 
E(M), aiid tlie surcharge factor for the expense months covered by tlie applicable 
billing period. Iiiclude tlie expense iiioiitlis for the two expense months 
subsequeiit to the billing period in order to show tlie over- aiid under-recovery 
adjustments for the iiioiitlis iiicluded for the billing period uiider review. The 
suiiiinary scliedule is to iiicoiyorate all corrections and revisioiis to the iiioiithly 
surcliarge filings LG&E has submitted during tlie billing periods uiider review. 
Include a calculation of any additional over- or under-recovery aiiioimt L,G&E 
believes needs to be recognized for the 6-inontli review or tlie 2-year review. 
Include all supporting calculations and docuineiitatioii for any such additional 
over- or under-recovery. 

A-2. Please see the attaclment to this response for tlie surniiiary schedule. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 3 

Witness: Valerie L. Scott 

For Each of the Six Periods Under Review 

Q-3. Provide the calciilations, assumptions, worlcpapers, and other suppoi-tiiig 
documents used to detei-mine the amounts L,G&E has reported during each billing 
period wider review for Pollution Control Defeil-ed Income Taxes. 

A-3. Please see the attaclunent. 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-I995 Environmental Compliance Plans, by Approved Project 

2001 Plan 
Project 6 -- NQx 

Accumulated Deferred 
Book Tax Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 
Apr-06 
May-06 
,Juri-06 
Jul-06 

Aug-06 
Sep-06 

Nov-06 
Dec-06 
Jan-07 
Feb-07 

Oct-06 

183,919,310 
189,292,602 
191,016,859 
191,016,859 
191,016,859 
191,016,859 

191,016,859 
191,016,859 
191,016,859 
191,016,859 
191,016,859 

I 91 ,oi 6,859 

429,063 
435,377 
443,7 16 
445,742 
445,742 
445,742 
445,742 
445,742 
445,742 
445,742 
445,742 
445,742 

997,436 
1,019,824 
1,027,907 
1,027,907 
1,027,907 
1,027,907 
1,027,907 
1,027,907 
1,027,907 
1,027.907 

965,323 
965,323 

568,372 
584,448 
584,190 
582,164 
582,164 

582,164 
582,164 
582,164 
582,164 
519,581 
519,581 

582,164 

39.5500% 
39.5500% 
39.5500% 
39.5500% 
39 I 5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 

38.9000% 
38.9000% 

39.5500% 

224,791 
231,149 
231,047 

230,246 
230,246 
230,246 
230,246 
230,246 
230,246 
202,117 
202,l 17 

230,246 

5,856,858 

6,319,054 
6,549,300 
6,779,546 
7,009,792 

7,470,284 
7,700,530 
7,930,776 
8,132,893 
8,335,010 

6,088,007 

7,240,038 

590,130 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
1,053,265 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2003 - Plan 
Project 7 -- Mill Creek FGD Scrubber Conversion 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

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

Mar-06 
Apr-06 
May-06 
Jun-06 

.J u 1-06 

Sep-06 

Nov-06 
Dec-06 
Jan-07 
Feb-07 

Aug-06 

013-06 

30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 
30,861,686 

1 15,079 
1 15,079 
1 15,079 
1 15,079 
11 5,079 
1 15,079 
1 15,079 
1 15,079 
1 15,079 
115,079 
1 15,079 
1 15,079 

168,157 
168'1 57 
168,157 
168,157 
168,157 
168,157 
168,157 
168,157 
168,157 
I 68,i 57 
155,693 
155,693 

53,078 
53,078 
53,078 
53,078 
53,078 
53,078 
53,078 
53,078 
53,078 
53,078 
40,614 
40,614 

39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
38.9000% 
38.9000% 

20,992 
20,992 
20,992 
20,992 

20,992 
20,992 
20,992 
20,992 
20,992 
15,799 
15,799 

20,992 

41 9,351 
440,343 
461,335 
482,328 
503,320 
524,312 
545,305 
566,297 
587,289 
608,282 
624,081 
639,879 

516,073 
51 6,073 
516,073 
51 6,073 
51 6,073 

516,073 
516,073 
51 6,073 
516,073 
51 6,073 
516,073 

516,073 



Attachment to Response to Question No. 3 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-I995 Environmental Compliance Plans, by Approved Project 

2003 - Play! 
Project 8 _- Precipitators 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 11,929,133 28,278 59,931 31,653 39.5500% 
Apr-06 1 1,929,133 28,278 59,931 31,653 39.5500% 
May-06 1 1,929,133 28,278 59,931 31,653 39.5500% 
Jun-06 11,929,133 28,278 59,931 31,653 39.5500% 
JuI-06 11,929,133 28,278 59,931 31,653 39.5500% 

Aug-06 1 
Sep-06 1 
Oct-06 1 
Nov-06 1 
Dec-06 1 
Jan-07 1 
Feb-07 1 

,929,133 28,278 59,931 31,653 39.5500% 
,929,133 28,278 59,931 31,653 39.5500% 

,929,133 28,278 59,931 31,653 39.5500% 
,929,133 28,278 59,931 31,653 39.5500% 
,929,133 28,278 55,432 27,155 38.9000% 
,929,133 28,278 55,432 27,155 38.9000% 

,929,133 28,278 59,931 31,653 39.5500% 

12,519 
1231 9 
12,519 
12,519 
12,519 
12,519 
12,519 
12,519 
1231 9 
12,519 
10,563 
10,563 

563,933 
576,452 
588,971 
601,490 
6 14,008 
626,527 
639,046 
651,565 
664,083 
676,602 
687,165 
697,728 

275,252 
275,252 
275,252 
275,252 
275,252 
275,252 
275,252 
275,252 
275,252 
275,252 
275,252 
275,252 



Attachment to Response to Question No. 3 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2003 - Plan 
Project 9 -- Clearwell Water System 

Book 
Month Plant Balance Depreciation 

Mar-06 
Apr-06 
May-06 
Jun-06 
Jul-06 

Aug-06 
Sep-06 

Nav-06 
Dec-06 
Jan-07 
Feb-07 

Oct-06 

1 , I  97,310 
1,197,310 
1,197,310 
1 , I  97,310 
1,197,310 
1,197,310 
1 , I  97,310 
1 ,I 97,310 
1 , I  97,310 
1,197,310 
1 ,I 97,310 
1,197,310 

5,368 
5,368 
5,368 
5,368 
5,368 
5,368 
5,368 
5,368 
5,368 
5,368 
5,368 
5,368 

Accumulated Deferred 
Tax Temporary Income Tax Deferred Taxes on 

Depreciation Difference Rate Deferred Tax Taxes Retirements 

6,163 795 39.5500% 315 20,017 4,716 
6,163 795 39.5500% 31 5 20,331 4,716 
6,163 795 39.5500% 315 20,646 4,7 16 
6,163 795 39.5500% 31 5 20,960 4,716 
6,163 795 39.5500% 315 21,275 4,716 
6,163 795 39.5500% 315 21,589 4,716 
6,163 795 39.5500% 31 5 21,904 4,716 
6,163 795 39.5500% 31 5 22,218 4,716 
6,163 795 39.5500% 315 22,533 4,716 
6,163 795 39.5500% 31 5 22,847 4,716 
5,700 332 38.9000% 129 22,976 4,716 
5,700 332 38.9000% 129 23,106 4,7 16 



Attachment to Response to Question No. 3 
Page 5 of 15 

Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2003 - Plan 
Project 10 -- Absorber Trays 

Book Tax Temporary 
Month Plant Balance Depreciation Depreciation Difference 

Mar-06 
Apr-06 
May-06 
Jun-06 
Jul-06 

Aug-06 
Sep-06 
Oct-06 
NOV-06 
Dec-06 
Jan-07 
Feb-07 

2,734,621 
2,734,621 
2,734,621 
2,734,621 
2,734,621 
2,734,621 
2,734,621 
2,734,621 
2,734,621 
2,734,62 1 
2,734,621 
2,734,621 

11,303 
1 1,303 
11,303 
1 1,303 
1 1,303 
1 1,303 
1 1,303 
11,303 
11,303 
11,303 
1 1,303 
1 1,303 

12,044 
12,044 
12,044 
12,044 
12,044 
12,044 
12,044 
12,044 
12,044 
12,044 
11,139 
11,139 

74 1 
74 1 
74 1 
74 1 
74 1 
74 1 
74 1 
74 1 
74 1 
74 1 

(164) 
(1 64) 

Accumulated Deferred 
Income Tax Deferred Taxes on 

Rate Deferred Tax Taxes Retirements 

39.5500% 293 73,527 
39.5500% 293 73,820 
39.5500% 293 74,113 
39.5500% 293 74,406 
39.5500% 293 74,699 
39.5500% 293 74,992 
39.5500% 293 75,285 
39.5500% 293 75,578 
39.5500% 293 75,870 
39.5500% 293 76,163 
38.9000% (64) 76,100 
38.9000% (64) 76,036 



Attachment to Response to Question No. 3 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-I995 Environmental Compliance Plans, by Approved Project 

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

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance _. Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements- 

Mar-06 2,282,981 5,568 13,734 8,167 39 5500% 3,230 34,145 22,369 
Apr-06 2,282,98 1 5,568 13,734 8,167 39.5500% 3,230 37,375 22,369 
May-06 2,282,981 5,568 13,734 8,167 39.5500% 3,230 40,605 22,369 
.iun-06 2,282,981 5,568 13,734 8,167 39.5500% 3,230 43,835 22,369 
JuI-06 2,282,981 5,568 13,734 8,167 39.5500% 3,230 47,065 22,369 

Aug-06 2,282,98 1 5,568 13,734 8,167 39.5500% 3,230 50,294 22,369 
Sep-06 2,282,981 5,568 13,734 8,167 39.5500% 3,230 53,524 22,369 
Oct-06 2,282,981 5,568 13,734 8,167 39.5500% 3,230 56,754 22,369 
NOV-06 2,282,981 5,568 13,734 8,167 39.5500% 3,230 59,984 22,369 
Dec-06 2,282,981 5,568 13,734 a, I 67 39.5500% 3,230 63,214 22,369 
Jan-07 2,282,981 5,568 12,705 7,137 38 9000% 2,776 65,990 22,369 
Feb-07 2,282,981 5,568 12,705 7,137 38.9000% 2,776 68,767 22,369 



Attachment to Response to Question No. 3 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

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

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 39.5500% 
Apr-06 39.5500% 
May-06 39.5500% 
Jun-06 39.5500% 
JuI-06 39.5500% 

Aug-06 39.5500% 
Sep-06 39.5500% 

N ~ v - 0 6  39.5500% 
Dec-06 2,323,293 2,730 87,123 84,394 39.5500% 33,378 33,378 
Jan-07 2,323,293 5,460 13,977 8,517 38.9000% 3,313 36,691 
Feb-07 2,323,293 5,460 13,977 8,517 38.9000% 3,313 40,004 

Oct-06 39.5500% 



Attachment to Response to Questioii No. 3 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 13 -- Scrubber Refurbishment - TCI 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 39.5500% 
Apr-06 39.5500% 

May-06 39.5500% 
Jun-06 39.5500% 

Aug-06 39.5500% 
Sep-06 39.5500% 
Oct-Of3 39.5500% 
NOV-06 39.5500% 
Dec-06 39.5500% 
Jan-07 38.9000% 
Feb-07 38.9000% 

Jul-06 39.5500% 
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Page 9 of 15 

Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 14 -- Scrubber Refurbishment - CR6 
-- 

Book Tax 
Month Plant Balance Depreciation Depreciation 

Mar-06 154,841 28 1 1,300 
Apr-06 154,841 28 1 1,300 
May-06 282,134 397 2,447 
Jun-06 282,134 513 2,447 
Jul-06 282,134 513 2,447 

Aug-06 282,134 513 2,447 
Sep-06 282, 
Oct-06 282, 
Nov-06 282, 
Dec-06 282, 
Jan-07 282, 
Feb-07 282, 

Temporary 
Difference 

1,018 
1,018 
2,050 
1,935 
1,935 
1,935 

Accumulated 
Income Tax Deferred 

Rate Deferred Tax Taxes 

39.5500% 403 1,264 
39.5500% 403 1,667 
39.5500% 81 1 2,477 
39.5500% 765 3,243 
39.5500% 765 4,008 
39.5500% 765 4,773 

Deferred 
Taxes an 

Retirements 

3,227 
3,227 
8,I 18 
8,118 
8,118 
8,118 

- 

34 51 3 2,447 1,935 39.5500% 765 5,538 8,118 
34 513 2,447 1,935 39.5500% 765 6,303 8,118 
34 513 2,447 1,935 39.5500% 765 7,068 8,118 
34 51 3 2,447 1,935 39.5500% 765 7,834 8,I 18 
34 51 3 2,694 2,181 38.9000% 849 8,682 8,118 
34 51 3 2,694 2,181 38 9000% 849 9,531 8,118 
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Page 10 of 15 

Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-I995 Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 15 -- Scrubber Refurbishment - CR5 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 39.5500% 
Apr-06 39.5500% 
May-06 39.5500% 
Jun-06 39.5500% 
JuI-06 39.5500% 

Aug-06 39.5500% 

Oct-06 3 9 . ~ ~ 0 0 ~ ~  

Jan-07 3 8 . 9 a a a ~ ~  

Sep-06 39.5500% 

N ~ v - 0 6  39.5500% 
Dec-06 39.5500% 

Feb-07 38.9000% 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2005 - Plan 
Project 16 -- Scrubber Improvements - TCI  

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retiremen& 

Mar-06 4,281,077 12,379 40,881 28,501 39.5500% 
Apr-06 4,281,077 12,379 40,881 28,501 39.5500% 
May-06 4,281,077 12,379 40,881 28,501 39.5500% 
JUn-06 4,281,077 12,379 40,881 28,501 39.5500% 
JuI-06 4,281,077 12,379 40,881 28,501 39.5500% 

Au~-06  4,281,077 12,379 40,881 28,501 39.5500% 

1,272 
1,272 
1,272 
1,272 
1,272 
1,272 

83,256 
94,528 
05,801 
17,073 
28,345 
39,617 

Sei-06 7,361,078 16,833 74,431 57,598 39 5500% 22,780 162,397 26,166 
Oct-06 7,361,078 21,286 74,431 53,145 39.5500% 21,019 183,416 26,166 
Nov-06 7,361,078 2 1,286 74,431 53,145 39.5500% 21,019 204,435 26,166 
Dec-06 7,361,078 21,286 74,43 1 53,145 39.5500% 21,019 225,454 26,166 
Jan-07 7,361,078 21,286 69,520 48,234 38.9000% 18,763 244,217 26'1 66 
Feb-07 7,361,078 21,286 69,520 48,234 38.9000% 18,763 262,980 26,166 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2006 - Plan 
Project 18 -- Trimble County 2 AQCS 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 
Apr-06 
May-06 
Jun-06 
JuI-06 

Aug-06 
Sep-06 
Oct-06 
NQV-06 
Dec-06 
Jan-07 
Feb-07 

39.5500% 

39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
39.5500% 
38.9000% 
38.9000% 

39.5500% 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-I995 Environmental Compliance Plans, by Approved Project 

2006 - Plan 
Project 19 - Sorbent Injection. Mill Creek & Trimble 1 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 
Apr-06 
May-06 
Jun-06 
Jul-06 

Aug-06 
Sep-06 
OCA-06 
NOV-06 
Dec-06 
Jan-07 
Feb-07 

39.5500% 
39.5500% 

39.5500% 
39.5500% 
39.5500% 
39.5500% 
39 5500% 
39.5500% 
39.5500% 
38.9000% 
38.9000% 

39.5500% 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-1995 Environmental Compliance Plans, by Approved Project 

2006 - Plan 
Project 20 - Mercury Monitors, all plants 

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 
Apr-06 
May-06 
Jun-06 
JuI-06 

Aug-06 
Sep-06 
Oct-06 
NOV-06 
Dec-06 
Jan-07 
Feb-07 

86,203 

86,203 
86,203 

101 
20 1 
20 1 

I ,987 
90 1 
90 1 

I ,886 

700 
700 

39.5500% 
39.5500% 
39 5500% 

39.5500% 

39.5500% 
39.5500% 
39.5500% 
39.5500% 

39.5500% 

39.5500% 

3~.90aa% 
38.9000% 

746 
272 
272 

746 

1,291 
1,018 
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Scott 

Louisville Gas and Electric Company 
Deferred Tax Calculations 

Post-I995 Environmental Compliance Plans, by Approved Project 

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

Accumulated Deferred 
Book Tax Temporary Income Tax Deferred Taxes on 

Month Plant Balance Depreciation Depreciation Difference Rate Deferred Tax Taxes Retirements 

Mar-06 39.5500% 
Apr-06 39.5500% 
May-06 39.5500% 
Jun-06 39.5500% 

,I 11 1-0 6 39.5500% 
Aug-06 39.5500% 
Sep-06 39.5500% 
Oct-06 39.5500% 
NOV-06 39.5500% 
Dec-06 397,148 884 4,051 3,167 39.5500% 1,252 17,230 
Jan-07 397,148 884 4,222 3,337 38.9000% I ,298 I 8,528 
Feb-07 397,148 884 4,222 3,337 3 8 . 9 o o o ~ ~  I ,298 I 9,827 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested iii Appendix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 4 

Witness: Valerie L. Scott 

For Each of tlie Six Periods Under Review 

Q-4. Provide the percentage of L,G&E’s long-temi debt that has a variable interest rate 
as of the last expeiise month in tlie applicable billing period under review. 

A-4. The requested iiifoniiatioii for each of the two six-month periods under review is 
as follows: 

For the last expeiise inoiith of the billing period Noveiiiber 1, 2006, through April 
30, 2007, tlie percentage of L,G&E’s long-teiiii debt with a variable rate was 39%. 

For the last expense month of the billing period May 1, 2006, tlxough October 
31,2006, the percentage of LG&E’s long-teiin debt with a variable rate was 44%. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appeiidix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 5 

Witness: Valerie L,. Scott 

Billing Period froin May 1, 2006 tlvoLig1i October 3 1, 2006 

Q-5, 

A-5, 

Refer to ES Form 2.50, Pollution Control - Operations & Maiiiteiiaiice Expenses, 
for the March through Arigust 2006 expeiise months. For eacli expense account 
iiuinber listed on this scliedule, explain tlie reasoii(s) for any change iii tlie total 
expeiise levels fi-om montli to iiioiith if tliat cliaiige is greater than plus or miiius 
10 percent. 

Attached please find a schedule sliowiiig tlie changes in the Operations aiid 
Maintenance Expense accouiit for March 2006 tlu-ough Arigust 2006 expense 
months. Tlie changes in tlie expense levels are reasonable aiid occurred as a part 
of routine plant operatioiis and iiiaiiiteiiaiice. Expeiises recorded in NO, Operation 
accounts SO6 104 aiid 506105 were varying during the period froin March 2006 
tluougli August 2006 due to tlie timing of tlie ammonia purchases during the 
ozone season (May tlvougli September). Higlier tliaii average expenses were 
recorded in NO, Maintenance account 512101 during April 2006 as a result of 
iiiainteiiaiice perfoiined during the Mill Creek Unit #3 outage. Otlier monthly 
variances in this account result fiom the tiiniiig of routine monthly iiiaiiiteiiaiice. 
Expeiises recorded in Scrubber Operations account 502006 from March 2006 
through August 2006 are tlie result of regular operations of the Triinble County 
Unit #1 FGD. Expeiises recorded in Aslipond Dredging Expense account S O  120 1 
are the result of the arnoi-tizatioii of the expeiises associated with the transfer of 
ash from the asli poiid to tlie landfill at the Mill Creek Station pursuant to the 
Coinmission’s Order in Case No. 2004-0042 1 which began in May 2006 and 
varies due to the aiiiouiit of dredging completed in any month. 







LOUISVILLE: GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 6 

Witness: Valerie L. Scott 

Billing Period from May 1, 2005 tlxougli April 30, 2007 

Q-6. Refer to ES Fonii 2.50, Pollution Control - Operatioils & Maiiiteiiaiice Expeiises, 
for the September 2006 tlxougli February 2007 expense moiitlis. For each expense 
account iiuiiiber listed on this schedule, explain tlie reason(s) for aiiy change in 
tlie total expeiise levels fi-om month to inoiith if that change is greater than plus or 
minus 10 percent. 

A-6. Attached please find a scliedule showing the cliaiiges in tlie Operatioiis and 
Maiiiteiiaiice Expense account for the September 2006 tlu-ougli February 2007 
expense inontlis. Clianges iii the expense levels are reasonable based 011 iioniial 
plait operatioiis and maintenance. Expenses recorded in NO, Operation accounts 
506104 aiid 506 105 were higher iii September aiid October 2006 tlian duriiig the 
period from Noveinber 2006 tlu-ougli February 2007, due to tlie tiiiiiiig of tlie 
invoice payneiits for aiiimonia purcliases. During Deceinber 2006, costs 
associated with catalyst testing at Trimble County were accrued; this accrual 
reversed in Jaiiuary 2007; and tlie invoices were received aiid paid in February 
2007, resulting in variances in those tlu-ee periods. Expenses recorded in No, 
Maiiiteiiaiice account 5 12 10 1 were liiglier in November 2006 as a result of 
recordiiig expenses related to third party testing at Mill Creek. Expenses recorded 
in No, Maiiiteiiaiice account 5 12 10 1 were liiglier in December 2006 as a result of 
additional iiiainteiiaiice perfoiiiied during the noli-ozone season. Expenses 
recorded in Scrubber Operatioiis accouiit 502006 from September 2006 tlu-ougli 
February 2007 varied monthly as a result of regular operatioiis of tlie Triiiible 
County TJiiit #1 FGD. Expeiises recorded in Ashpoiid Dredging Expense account 
501201 are the result of the aiiioi-tization of the expenses associated with tlie 
transfer of ash from tlie ash pond to the laiidfill at tlie Mill Creek Station pursuant 
to the Cominission’s Order in Case No. 2004-00421. The transfer operation began 
in May 2006 aiid varies due to tlie amount of dredging completed in aiiy month. 



0 * 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 7 

Witness: Robert M. Coiiroy 

Billing Period from Mav 1,2005 tho-ougli April 30,2007 

Q-7. In Case No. 2006-00130, the Commissioii deteiinined aii overall rate of retuiii on 
capital that included a rate of return on coiiiiiioii equity for the eiivii-oiiiiieiital 
surcliarge of 10.5 percent. The Commission also found that the rate of retuiii on 
c o ~ i i ~ n o ~ i  equity used in tlie deteiiiiination of the overall rate of return on capital 
should be exarniiied as part of tlie 2-year surcharge review proceeding. 

a. 

b. 

A-7. a. 

b. 

Does LG&E believe that the 10.5 percent rate of retuiii oii co~miioii equity for 
the eiiviroixiieiital surcharge is reasonable? Explain tlie response, a id  include 
any analyses or evaluations supporting its conclusions. 

If no to part (a), what rate of return on coininon equity does L,G&E propose 
for its eiiviroiiineiital surcharge? Provide a detailed aiialysis aiid testimony 
suppoi-ting L,G&E’s position. 

Yes .  Tlie Companies believe tlie currently autliorized 10.50% rate of return oii 
coninion equity for the eiiviroiuiieiital surcharge remains reasonable. This 
rate of retuiii was approved by the Commission iri Case No. 2006-00208 on 
Deceiiiber 21, 2006, and became effective with the Febi-uary 2007 billing 
nioiith aiid again in tlie Order issued January 31, 2007 in Case No. 2006- 
00130. hi addition, tlie autliorized 10.50% rate of retuiii on coinnioii equity is 
consistent with recently authorized retuiiis by coniinissions across tlie country 
as shown in the attached October 3, 2007 issue of Regulatory Research 
Associates Regulatory Focus. 

Not applicable. 



Regulatory Study 
October 3,2007 

MAJOR RATE CASE DECISIONS--JANUARY-SEPTEMBER 2007 

For the first nine months of 2007, the average of electric equity return authorizations by state 
commissions was 10.22% (23 determinations) versus the 10.36% average for calendar-2006. The 
average E equity return authorization for the first three quarters of 2007 was 10.23% (22 
determinations), compared with the 10.43% average for calendar-2006. 

After reaching a low in the late-1990’s and early-2000’~, the number of equity return 
determinations for energy companies increased somewhat beginning in 2002, and reached a ten-year 
high in 200.5. Relatively low inflation and interest rates, technological improvements that lead to 
reduced costs, the use of settlements that do not specify return parameters, and a reduced number of 
companies due to mergers may continue to prevent the number of determinations fr-om substantially 
increasing further. However, increased costs, including environmental compliance expenditures, and 
the need for generation and delivery system infrastructure upgrades and expansion at many companies 
argue for at least a modest increase in the number of cases to be filed and decided over the next several 
years. In fact, based on the results for the first three quarters of 2007, the number of equity return 
determinations for the full year may surpass 200.5’s level. We also note that electric industry 
restructuring in many states has led to the unbundling of rates, with state commissions authorizing 
revenue requirement and return parameters for delivery operations only (which we footnote in our 
chronology table), complicating data comparability. The tables included in this study are extensions of 
those contained in the January 30,2007 Special Report entitled Major Rate Case Decisions--January 
2005-December 2006--SuppZementaZ Study. Refer to that report for information concerning individual 
rate case decisions that were rendered in 2005 and 2006. 

The table on page 2 shows annual average equity returns authorized since 1997, and by quarter 
since 200 1 , in major electric and gas rate decisions, followed by the number of determinations during 
each period. The tables on page 3 present the composite industry data for items in the chronology of 
this and earlier reports, summarized annually since 1997, and quarterly for the most recent seven 
quarters. The individual electric and gas cases decided in the first nine months of 2007 are listed on 
pages 4 through 6 ,  with the decision date shown first, followed by the company name, the abbreviation 
for the state issuing the decision, the authorized rate of return (ROR), return on equity (ROE), and 
percentage of common equity in the capital structure. Next we show the month and year in which the 
adopted test year ended, whether the commission utilized an average or a year-end rate base, and the 
amount of the permanent rate change authorized. The dollar amounts represent the permanent rate 
change ordered at the time decisions were rendered. Fuel adjustment clause rate changes are not 
reflected in this study. 
02007, Regulatory Rescarcli Associates, Inc All Riglils Reserved Confidential Subject Matter WARNING’ I l i is report contains copynghled siibJeLt inalter and 
confideiitial iiiformatioii owned solel) by Regtilatory Rescarcli Associates, Inc (“IUiA’‘) Rcproduclion, dislributiori or tisc oflliis rcport in violalion 01 llirs license 
constitutes copvriglit infriiigemeiit in  violation of federal and slate law RRA liereby provides consent to use tile “einail this stow” feature to redistribute articles 
within tlie subscriber’s company Altliotigli the iiiformalion In this report has been obtained from soiirces that RRA believes to be reliable, RRA does not guarantee 
it$ accuracy 
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RRA 2. 
Averaqe Ecluitv Returns Authorized Januarv 1997 - September 2007 

(Return Percent - No. of Observatians) 

1997 Ft~ll Year 
1998 Full Year 
1999 Full Year 
2000 Full Year 

2001 1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 

Electric Gas 
Utilities Utilities 

11.40 (1 1) 11.29(13) 
1 1.66 (10) 11.51 (10) 
10.77 (20) 10.66 (9) 
11.43(12) 11 39 (12) 

11.38 (2) 11.16 (4) 
10.88 (2) 10.75 (1) 

11.50 (6) 10.65 (2) 
10.78 (8) - (0) 

I 2001 ~ u ~ ~ ~ e a r  11.09 (18) 10.95 (7)1 

2002 1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 

10.87 (5) 10.67 (3) 
11.41 (6) 11.64 (4) 
11.06 (4) 11.50 (3) 
11.20 (7) 10.78(11) 

2002 Full Year 11.16 (22) 11.03(21) 

2003 1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 

11.47 (7) 11.38 (5) 
11.16 (4) 11.36 (4) 
9.95 (5) 10.61 (5) 

11.09 (6) 10.84(11) 

2003 Full Year 10.97 (22) 10.99 (25) 

2004 1 st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 

11.00 (3) 11.10 (4) 
10.54 (6) 10.25 (2) 
10.33 (2) 10.37 (8) 
10.91 (8) 10.66 (6) 

2004 Full Year 10.75 (19) 10.59 (20) 

2005 1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 

10.51 (7) 10.65 (2) 

10.84 (4) 10.47 (5) 
10.75 (11) 10.40 (14) 

10.05 (7) 10.54 (5) 

I 2005 Full Year 10.54 (29) 10.46 (26)( 

2006 1 st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 

10.38 (3) 10.63 (6) 
10.69 (5) 10.50 (2) 
10.06 (7) 10.45 (3) 
10.39(10) 10.14 (5) 

1 2006 FullYear 10.36 (25) 10.43 (l6)( 

2007 1st Quarter 
2nd Quarter 
3rd Quarter 

10.27 (8) 10.44 (10) 

10.02 (4) 9.99 (7) 
10.27(11) 10.15 (5) 

2007 Year-To-Date 10.22 (23) 10 23 (22) 



RRA 3. 

Electric Utilities--Summaw Table* 

1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 

2006 

2006 

2007 

Period 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 

1 st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 
Full Year 

1 st Quarter 
2nd Quarter 
3rd Quarter 

ROR 
% 

9.16 (12) 
9.44 (9) 
8.81 (18) 
9.20 (1 2) 
8.93 (15) 
8.72 (20) 
8.86 (20) 
8.44 (1 8) 
8.30 (26) 

ROE 
% 

11.40(11) 
11.66 (IO) 
10.77 (20) 

11.09 (18) 
11.16 (22) 

10.75 (1 9) 
10.54 (29) 

- 

11,43 (12) 

10.97 (22) 

8.13 (3) 10.38 (3) 
8.02 (5) 10.69 (5) 
7.89 (7) 10.06 (7) 
8.55 (9) 10.39 (IO) 
8.20 (24) 10.36 (25) 

7.83 (8) 10.27 (8) 
7.94(11) 10.27 (1 1) 
7.90 (4) 10.02 (4) 

Eq. as % 
Cap. Struc. 

48.79 (1 1) 
46.14 (8) 
45.08 (I 7) 
48.85 (12) 
47.20 (1 3) 
46.27 (1  9) 
49.41 (19) 
46.84 (17) 
46.73 (27) 

50.25 (3) 

46.86 (6) 
50.59 (IO) 
48.67 (23) 

47.80 (8) 
46.02 (1 1 ) 
48.34 (4) 

45.40 (4) 

Amt. 

-553.3 (33) 
-429.3 (31) 

-1,683.8 (30) 
-291.4 (34) 

14.2 (21) 
-475.4 (24) 
313.8 (22) 

1,091.5 (30) 
1,373.7 (36) 

444.6 (9) 
130.7 (6) 
251.3 (9) 
638.4 (1 8) 

1,465.0 (42) 

403.5 (9) 
718.6 (12) 
119.1 (6) 

~ _ _  ~ ~ _ _ _ _ _ _ _  
2007 Year-To-Date 7.89 (23) 10.22 (23) 47.05 (23) 1,241.2 (27) 

Gas Utilities-Summarv Table* 

1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 

2006 

2006 

2007 

Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 
Full Year 

1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 
Full Year 

1 st Quarter 
2nd Quarter 
3rd Quarter 

9.13 (13) 
9.46 (IO) 
8.86 (9) 
9.33 (13) 
8.51 (6) 
8.80 (20) 
8.75 (22) 
8.34 (21) 
8.25 (29) 

11.29 (13) 
11.51 (10) 
10.66 (9) 
11.39 (12) 
10.95 (7) 
11.03 (21) 
10.99 (25) 
10.59 (20) 
10.46 (26) 

8.62 (6) 10.63 (6) 
7.98 (1) 10.50 (2) 
8.15 (3) 10.45 (3) 
7.83 (6) 
8.20 (1 6) 

10.14 (5) 
10.43 ( I  6) 

8.36 (IO) 10.44 (10) 
8.41 (4) 10.15 (5) 
7.75 (6) 9.99 (7) 

47.78 (1 1) 
49.50 (IO) 
49.06 (9) 
48.59 (12) 
43.96 (5) 
48.29 (1 8) 

45.90 (20) 
48.66 (24) 

51.18 (6) 
44.38 (2) 
47.19 (3) 
44.28 (5) 
47.43 (1 6) 

48.33 (9) 
51.77 (5) 
46.46 (5) 

49.93 (22) 

-82.5 (21) 
93.9 (20) 

135.9 (20) 
51.0 (14) 

114.0 (11) 
303.6 (26) 
260.1 (30) 
303.5 (31) 
458.4 (34) 

138.7 (6) 
-4.8 (2) 
38.8 (5) 

271.3 (12) 
444.0 (25) 

158.4 (1 3) 
69.6 (6) 

229.2 (1 1) 

I 2007 Year-To-Date 8.18 (20) I 0.23 (22) 48.75 (1 9) 457.2 (30)1 

* Number of observations in each period indicated in parentheses. 



4. RRA 

ELECTRIC UTILITY DECISIONS 

- Date ComDanv (State) 

Common Test Year 

% - % Cap. Str. Rate Base 
ROR ROE Eq.as% & Amt. 
- 

1/5/07 Oklahoma Gas & Electric (AR) 5.36 10.00 32.33 * 12105-YE 5.4 (B) 
1/5/07 Puget SolJnd Energy (WA) 8.40 10.40 44.00 9105-A -22.8 

I11 1/07 Metropolitan Edison (PA) 7.52 10.10 49.00 12/06-YE 58.7 (D) 
111 1/07 Pennsylvania Electric (PA) 7.92 10.10 49.00 12/06-YE 50.2 (D) 
111 1/07 Wisconsin Public Service (Wl) 8.63 (G) 10.90 57.46 12/07-NP 56.7 
1/12/07 Portland General Electric (OR) 8.29 10.10 50.00 (Hy) 12107-A 20.5 
1/19/07 Wisconsin Power and Light (WI) 8.68 (G) 10.80 54.13 12/07-NP 36.2 

3/21/07 Pacific Gas and Electric (CA) 
3/22/07 Rockland Electric (NJ) 

2007 1ST QUARTER: AVERAGESflOTAL 7.83 10.27 
MEDIAN 8.1 1 10.1 0 
OBSERVA TlONS 8 8 

511 5/07 Appalachian Power (VA) 
5/17/07 AqlJila Netwoks-MPS (MO) 
511 7/07 Aquila Networks-L&P (MO) 
5/22/07 Monongahela Pow./Potomac Ed. (WV) 
5/22/07 Union Electric (MO) 
5/23/07 Nevada Power (NV) 
5/24/07 AEP Texas North (TX) 
5/25/07 PtJblic Service of New Hampshire (NH) 

7.36 
8.39 
8.93 
8.44 
7.94 
9.06 

7.55 
- 

10.00 
10.25 
10.25 
10.50 
10.20 
10.70 

9.67 
- 

--- 12/07-A 192.2 (B,I) 
46.51 12/06-YE 6.4 (B,D) 

47.80 403.5 
49.00 - 

8 9 

41.11 * 12/05-A 
48.17 12/05-YE 
48.17 1 2/05-YE 
46.07 1 2/05-Y E 
52.22 6106-YE 
47.29 6/06-YE 

47.66 12/05-A 
-- 6/06 

24.0 
45.2 
13.6 

41.8 
120.5 
13.7 (B,D) 
50.1 (B,D) 

-6.2 

6/15/07 Entergy Arkansas (AR) 5.58 9.90 32.19 * 6/06-YE -5.7 
6/21/07 PacifiCorp (WA) 8.06 10.20 46.00 3106-A 14.4 
6/22/07 Appalachian Pow.NVheeling Pow. (WV) 7.67 10.50 42.88 12/06-YE 85.5 (B,2) 
6/28/07 Arizona Public Service (AZ) 8.32 10.75 54.50 9105-YE 321.7 

2007 2ND QUARTER: AVERAGESlTOTAL 7.94 10.27 46.02 718.6 
MEDIAN 8.06 10.25 47.29 - 
OBSERVATIONS I 1  I 1  11 12 

7/3/07 El Paso Electric (NM) - I_ 1 2105-Y E 5.5 (B) 
7/12/07 National Grid (NH) 8.61 9.67 50.00 (Im) --_ -2.2 (B,D,Z) 
7/19/07 Delmarva Power & Light (MD) 7.68 10.00 48.63 9/06-A 14.9 (D,3) 
7/19/07 Potomac Electric Power (MD) 7.99 10.00 47.69 9106-A 10.6 (D,3) 
7/27/07 Southwestern Public Service (TX) *I -- --- 9/05 23.0 (B) 

8/15/07 Southem Indiana Gas & Electric (IN) 7.32 10.40 47.05 * 3/06-YE 67.3 (B) 

2007 3RD QUARTER: AVERAGESflOTAL 7.90 10.02 48.34 119.1 
MEDIAN 7.84 10.00 48.16 - 
OBSERVATIONS 4 4 4 6 



RRA 5. 

GAS UTILITY DECISIONS - 

- Date Comoanv (State) 

Common Test Year 

- % - % Cao. Str. RateBase 
ROR ROE Eq.as% & Amt. 

1/5/07 Puget Sound Energy (WA) 8.40 10.40 44.00 9/05-A 29.5 
1/9/07 SEMCO Energy Gas (MI) 7.75 11 .00 42.94 * --- 12.6 (B) 

1/11/07 Wisconsin Public Service (WI) 8.63 (G) 10.90 57.46 12/07-AtP 18.9 
1/12/07 Cascade Natural Gas (WA) 8.85 --- --- --- 7.1 (B) 

1/26/07 Fitchburg Gas & Electric (MA) _-- 10.00 I- -_- 2.2 (B,Z) 
7/19/07 Wisconsin Power and Light (WI) 8.68 (G) 10.80 54.13 12/07-A/P -1.9 

2/8/07 PPL Gas (PA) 8.44 10.40 51.79 (Hy) 12/06-YE 8.1 

3/14/07 Connecticut Natural Gas (CT) 
3/15/07 Union Electric (MQ) 
3/20/07 Delmarva Power & Light (DE) 
3/21/07 Pacific Gas and Electric (CA) 
3/22/07 Southern Union (MO) 
3/29/07 Atmos Energy (TX) 

2007 IST QUARTER: AVERAGESAOTAL 
MEDIAN 
OBSERVATIONS 

8.60 

7.73 

8.60 
7.90 

8.36 
8.52 

10 

-I 

-- 

10.10 

10.25 
--- 

10.50 
10.00 

10.44 
10.40 

I O  

53.60 

46.90 

36.06 (4) 
48.10 

--_ 

-- 

48.33 
48.10 

9 

3/06-YE 14.4 (B) 
--- 6.0 (B) 

3/06 9.0 (B,I) 
12/07-A 20.5 (B,I) 

12/05-YE 27.2 
12/05-YE 4.8 

158.4 

13 
- 

_-- -- 5.1 (B) 5/16/07 Aquila (KS) _. -I 

6/5/07 Cascade Natural Gas (OR) 
6/13/07 Northern States Power (ND) 
6/18/07 PtJblic Service of Colorado (CO) 
6/29/07 Yankee Gas Services (CT) 
6/29/07 Public Service Co. of New Mexico (NM) 

2007 2ND QUARTER: AVERAGESAOTAL 
MEDIAN 
OBSERVATIONS 

7/13/07 Arkansas Western Gas (AR) 
7/19/07 Laclede Gas (MO) 
7/24/07 Aquila (NE) 
7/31/07 Atmos Energy (KY) 

-_ 
8.96 
8.67 
8.03 
7.96 

8.41 
8.35 

4 

10.10 
10.75 
10.25 
10.10 
9.53 

10.1 5 
10.10 

5 

45.00 
51.59 
60.17 
50.30 
51.80 

51.77 
51.59 

5 

*-- -0.7 (B) 

6/06-A 32.3 (B) 
6/06-A 22.1 (B) 

1 UO7-A 2.2 (B) 

1 2/05-Y E 8.6 

69.6 

6 
- 

6.06 9.50 34.29 * 10/06-YE 5.8 (B) -- -- -- 33.1 (B) 
8.80 10.40 51.00 6/06-YE 9.2 ( I )  -- -_- -- 5.5 (B) 

-- 

- 

8/1/07 Southern Indiana Gas & Electric (IN) 7.20 10.15 47.05 * 3/06-YE 5.1 (B) 
8/21/07 Consumers Energy (MI) I_ _- --- -- 49.8 (Bp) 
8/29/07 Columbia Gas of Kentucky (KY) --- 10.50 - -- 7.3 (B) 

9/10/07 Northern States Power-Minnesota (MN) 8.37 9.71 51.98 1 ZO7-A 14.4 (I) 
9/19/07 Washington Gas Light (VA) 8.41 10.00 I_ 12/05 3.9 (B,I) 

27.6 (B,Z,5) 9/20/07 Pacific Gas and Electric (CA) - -._ --- -- 
9/25/07 Consolidated Edison of New York (NY) 7.63 9.70 48.00 9/08-A 67.5 (B,6) 

2007 3RD QUARTER: AVERAGESAOTAL 7.75 9.99 46.46 229.2 
MEDIAN 8.00 10.00 48.00 --- 
OBSERVATIONS 6 7 5 11 

2007 YEAR-TO-DATE: AVERAGESnOTAL 8.18 10.23 48.75 457.2 
MEDIAN 8.41 10.20 50.30 --- 
OBSERVATIONS 20 22 I 9  30 



6. 

FOOTNOTES 

RRA 

A- 
B- 

BP- 

D- 
E- 
G- 

I- 
Im- 
P- 

YE- 
z- 

HY- 

* 

Average 
Order followed stipulation or settlement by the parties. Decision particulars not necssarily 
precedent-setting or specifically adapted by the regulatory body. 
Order followed partial stipulation or settlement by the parties. Decision particulars not necssarily 
precedent-setting or specifically adopted by the regulatory body. 
Applies to electric delivery only. 
Estimated 
Return on capital 
Hypothetical capital structure utilized 
Interim rates implemented prior to the issuance of final order, normally under bond and subject to refund. 
Imputed capital structure utilized. 
Partial inclusion of CWlP in rate base without AFUDC offset to income 
'tear-end 
Rate change implemented in multiple steps. 
Capital structure includes cost-free items or tax credit balances at the overall rate of return. 

(1) Rate increase effective retroactive to 1/1/07. 
(2) Returns implicit in settlement. 
(3) Rate increase effective retroactive to 6/16/07. 
(4) Parent company capital structure utilized. 
(5) Rate increases applicable to gas transmission and storage operations. Initial increase to be effective 1/1/08. 
(6) Rate increase effective 10/1/07. Additianal increases of $67.5 million to be effective 10/1/08 and 10/1/09. 

Dennis Sperduto 





Response to Question No. 8 
Page 1 of 2 

Conroy 

LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 8 

Witness: Robert M. Conroy 

Billing Period from Mav 1, 2005 tlu-ougli April 30, 2007 

Q-8. ICRS 278.183(3) provides that during tlie 2-year review, tlie Coiiimissioii shall, to 
the extent appropriate, iiicoiyorate surcharge amounts found just and reasonable 
into the existing base rates of tlie utility. 

a. 

b. 

C. 

d. 

A-8. a. 

Provide tlie surcharge aiiiowt that L,G&E believes should be incorporated into 
its existing base rates. Include all supporting calculations, worltpapers, aiid 
assumptions. 

The surcharge factor reflects a percentage of revenue approach, rather than a 
per kWh approach. Taltiiig this into consideration, explain how tlie surcharge 
amount sliorild be iiicorporated into LG&E’s base rates. Include any analysis 
that L,G&E believes supports its position. 

Provide tlie Base Period Jurisdictioiial Enviroimieiital Surcliarge Factor 
(“BESF”) that reflects all enviroiuiieiital surcharge amounts previously 
incorporated into existing base rates and tlie aiiiount deteiinined in part (a). 
Include all suppoi-ting calculatioiis, worltpapers, and assmnptioiis. 

Does L,G&E believe that there will need to be modifications to either the 
surcharge mechanisiii or the moiitlily surcharge reports, otlier than a revision 
to BESF, as a result of iiicorporating additional enviroiuiieiital siircliarge 
amounts into L,G&E’s existing base rates? If yes, provide a detailed 
explanation of the modifications and provide updated monthly surcharge 
reports. 

LG&E is proposing to roll-iii $2,641,636 of enviroiuiieiital surcharge revenues 
into base rates. Please see the attached schedule for tlie deteiiiiination of tlie 
roll-in ariiount. 



Response to Question No. 8 
Page 2 of 2 

Conroy 

b. The Coiiiiiiissioii previously approved L,G&E’s proposed roll-in iiietliodology 
in Case No. 2006-00130 which spread tlie aniomit of tlie roll-in to tlie energy 
portion of rates RS, GS, TLE and SLE, and to tlie demand portion of all rates 
that inclttde a separately metered and billed deniaiid compoiient. L,ighting 
rates continue to be billed on a per-light basis. LG&E recomiiiends that this 
method be used to roll-in the current proposed amount of $2,641,636. 

c. Attached is an illustrative calculation of the Base Period Jurisdictional 
Eiiviroimieiital Surcharge Factor (“BESF”) using tlie 12-iiiontli period eiidiiig 
February 2007. As discussed in the testimony of Mr. Robert Comoy, LG&E 
will recalculate this rate following tlie Commission’s order in this proceeding 
based upon the most recent 12-niontli period for wliicli iiifoiiiiation is 
available. 

d. No. L,GRLE believes tliere is no need for any inodificatioiis to either the 
surcharge iiiecliaiiism or the montlily stircharge reports, other than a revision 
to BESF, as a result of incorporating additional eiiviroimieiital surcharge 
amounts into L,G&E’s existing base rates. 



Attachment to Response to Question 8 (a) (c) 
Page 1 of 2 

Louisville Gas And Electric Company 

Calculation of ECR Roll-in At February 28,2007 

Calculation of Revenue Requirement for Roll-In: 

Environmental Compliance Rate Base 
Pollution Control Plant in Service 
Pollution Control CWlP Excluding AFUDC 

Subtotal 

Additions: 
Mill Creek Deferred Debit 
Cash Working Capital Allowance 

Subtotal 

Deductions: 
Accumulated Depreciation on Pollution Control Plant 
Pollution Control Deferred Income Taxes 
Pollution Control Deferred Investment Tax Credit 

Subtotal 

Environmental Compliance Rate Base 

Rate of Return - Environmental Compliance Rate Base 

Return on Environmental Compliance Rate Base 

Pollution Control Operating Expenses 
12 Month Depreciation and Amortization Expense 
12 Month Taxes Other than IncOme Taxes 
12 Month Operating and Maintenance Expense 
12 Month Ash Dredging Expense 

Total Pollution Control Operating Expenses 

Gross Proceeds from By-product 8 Allowance Sales 

Past-1994 Plan 
at Feb. 28,2007 

236,131,070 
4,330,066 

240,461,136 

ES Form 2.00, February 2007 
ES Form 2.00, February 2007 

ES Form 2.00, February 2007 
ES Form 2.00, February 2007 

2,134,844 
31 8,442 

2,453,286 

15,446,430 
8,268,198 

23,714,628 

ES Form 2.00, February 2007 
ES Form 2.00. February 2007 
ES Form 2.00, February 2007 

$ 219,199,794 ~- 

ES Form 1~10, February 2007 11 "23% 

See Support Schedule A 
See Support Schedule A 
See Support Schedule A 
See Support Schedule A 

See Support Schedule B 

Total Company Environmental Surcharge Gross Revenue Requirement - Roll In Amount 

Return on Environmental Compliance Rate Base 
Pollution Control Operating Expenses 
Less Gross Proceeds from By-product & Allowance Sales 

Roll In Amount 

Jurisdictional Allocation Ratio - Roll In 

Jurisdictional Revenues for 12 Months for Roll In 

Roll In Jurisdictional Environmental Surcharge Factor: 

Total Company Environmental Surcharge Gross Revenue Requirement -- Roll In Amount 

Jurisdictional Allocation Ratio _- Roll In 

Jurisdictional Environmental Surcharge Gross Revenue Requirement - Gross Roll In Amount 

Jurisdictional Environmental Surcharge Gross Revenue Requirement - Net Roll In Amount 

See Support Schedule C 

See Support Schedule C 

Less Jurisdictional Environmental Revenue Previously Rolled In (Case No. 2006-00130) 

fi 24,616.137 

Conroy 

7,035.453 
333,928 

1,885.219 
337,527 

9,592,127 

780.685 

24,616.1 37 
9,592,127 
(780.685) 

$ 33,427.579 

76.7481 % 

699,698,733 

$ 33,427,579 

76.7481 % 

25,655,027 
23,013,392 

$ 2,641,- 

Base Revenues for the 12-month Ending September 2007 $ 680,272,389 

BESF, Gross Roll-in Amount 3.7713% 



Attachment to Response to Question No. 8 (a) (c) 
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Conroy 
Support Schedule A 

12 Month Balances for Selected Operating Expense Accounts 

Depreciation & 
Amortization 
Steam Plant 

Mar-06 572,400 
Apr-06 575,202 
May-06 580,95 1 
Juri-06 583,093 

Aug-06 583,093 
Sep-06 586,375 
013-06 590,828 
NOV-06 590,828 
Dec-06 594,705 
Jan-07 597,372 
Feb-07 597,513 
less Base Rate amount 

Jul-06 583,093 

Taxes Other than 
Income Taxes 

27,915 
27,970 
27.76 1 
27,761 
27,761 
27,761 
27,734 
27,734 
27,734 
27,775 
28,011 
28,011 

Operating and Maintenance Expense 
FERC 502- 

68.407 
63,284 
57,097 
61,709 
65,231 
56,337 
60,746 
64,860 
59,660 
52,998 
55,042 
22,320 

FERC 506 
3,416 

107,903 
146,621 
21 1.1 83 
188,304 
258,625 
139,705 
66,210 
4,063 

45,806 

44,864 
(37,974) 

FERC 512 
18,947 
79,198 
52,719 
19,544 

29,557 
5,986 
1,362 

37,509 
7,295 
5,709 

41,760 

44,008 

Filings 
Ash Dredging Adjustments 

Expense to OLM" 

(31,047) 
(32,383) 

8,444 (28,200) 
15,547 (29,683) 
21,046 (30,290) 
26,069 (28,159) 
36,087 (29,872) 
36,087 (30,590) 
40,439 (29,191) 
48,814 (27,780) 
48,814 (27,597) 

Total 

660,038 
821,174 
845,393 
889,154 
896,905 
953.283 
826,761 
756,491 
737,54 1 
779,827 
670,963 

56,180 754,597 

Totals 7,035,453 333,928 687,691 1,178,726 343,594 337,527 (324,792) 9,592,127 

O&M adjustments to remove non-jurisdictional portions of Scrubber Operations at Trimble County Unit 1, 
filed in February 2007 Expense Monthly Filing. 

Support Schedule B 
12 Month Balances for Allowance Sales and By-product Sales 

Mar46 
Apr-06 
May46 
Jun46 
JuI-06 
Aug-06 
Sep-06 
Oct-06 

Dec-06 
Jan-07 

NOV-06 

Total Proceeds 
from Allowance 

Sales 
ES Form 2.00 

780,685 

Proceeds from By- 
Product Sales Proceeds 
ES Form 2.00 

Total All Sale 

780,685 

Feb-07 

Totals 780,685 780,685 

Support Schedule C 
12 Month Balances for Jurisdictional Revenues and Allocation Ratio 

Mar-06 
Apr-06 
May46 
Juri-06 
Jul-06 
Aug-06 
Sep-06 
Oct-06 
NOV-06 
Dec-06 
Jan-07 
Feb-07 

KY Retail 
Revenues, Excl. 

Envir. Surch. 
Revenues 

ES Form 3.00 

5 48,810,694 
49,1878 16 

62,524,265 

76,409,393 
67,393,14 1 
53,040,003 
49,787,574 
56,294,121 
57,049,641 
58,076,356 

50,396,520 

70,727,009 

Total Company 
Revenues, 

Excluding Envir. KY Retail 
Surch. Revenues Allocation Ratio 

KY Retail/ Total 
ES Form 3.00 Company 

5 58,658,611 
59,9 10,102 
69,708,752 
77,293,262 
89,533,838 
89,924,353 
80,714,726 
73,588,023 
81,409,590 
73,516,383 
80,533,681 
76,890,964 

83 21 15% 

72.2958% 
80 8923% 
78 9947% 
84 9707% 
83 4955% 

82 1027% 

72 0770% 
61 1569% 
76 5736% 
70 8397% 
75 5334% 

Totals 5 699,698,733 $ 9 1 1,682,307 76.748 1 Yo 

Oct-06 
NOV-06 
Dec-06 
Jan-07 
Feb-07 
Mar-07 
Apr-07 
May-07 
Juri-07 
JuI-07 
AUg-07 
Sep-07 

Base Customer, 
Energy, and 

Demand 
Revenue 

47,254,382 

48,958,296 
52,623,761 
52,823,381 
49,838,057 
47,958,416 
50,072,346 
64,211,472 
69,893,379 
75,318,311 
75,400,414 

45,920,i 74 

680,272,389 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix €3 of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 9 

Witness: Valerie L. Scott 

Billing Period froin May 1, 2005 through April 30, 2007 

Q-9. In Case No. 2000-00386, tlie Conmission ordered tliat LG&E’s cost of debt and 
prefeired stock would be reviewed and re-established during the 6-montli review 
case. Provide tlie following iiifoiiiiatioii as of February 28,2007: 

a. Tlie outstanding balances for long-teiiii debt, slioi-t-teiiii debt, preferred stock, 
aiid coiniiion equity. Provide this inforination on total coiiipaiiy aiid electric 
operations bases. 

b. Tlie blended interest rates for long-teiiii debt, short-teiiii debt, and prefeil-ed 
stock. Include all supporting calculatioiis showing how tliese blended interest 
rates were determined. If applicable, provide the blended interest rates on total 
coiiipaiiy aiid electric operations bases. 

c. L,G&E’s calculation of its weighted average cost of capital for eiiviroiuiieiital 
surcharge purposes. 

A-9. a. Please see tlie attaclunent. 

b. Please see tlie attaclunent. 

c. Please see tlie attacluiient. 



Attachment to Response to Question No. 9 (a) 
Page 1 of 1 

Scott 

Louisville Gas and Electric Company 
Outstanding Balances - Capitalization 

As of February 28,2007 

1 2 3 
Outstanding Balance 

Outstanding Balance Electric Only 
Total Company 79.89% 

1 Long-Term Debt 819,304,000 654,541,966 

2 Short-Term Debt 58,398,000 46,654,162 

3 Preferred Stock 70,424,594 56,262,208 

4 Common Equity I ,I 13,132,571 889,281,611 



1 Long-Term Debt 

2 Shod-Term Debt 

3 Preferred Stock 

Attachment to Response to Question No. 9 (b) 
Page 1 of 2 

Scott 

Louisville Gas and Electric Company 
Blended Interest Rates 

As of February 28,2007 

1 
Blended Interest Rate 

Total Company 

4.44% 

5.26% 

5.08% 



Attachment to Response to Question No. 9 (b) 

Scott 
Page 2 of 2 

LOUISVILLE GAS AND ELECTRIC COMPANY 
ANALYSIS OF THE EMBEDDED COST OF CAPITAL AT 

Februav 28.2007 

I LONG-TERM DEBT 
_____I- 

Pollution Control Bonds - SECURED: 
Series S 
Series T 
Series LJ 
Series Y I 2000 A JC 
Series 2 ~ 2000 A TC 
Series AA - 2001 A JC 
Series BB ~ 2001 A JC 
Series CC ~ 2001 A TC 
Series DD -2001 B JC 
Series EE - 2001 B TC 
Series FF - 2002 A TC 
Series GG - 2003 A JC 
Series HH .ZOO5 A JC 

Called Bonds 

Interest Rate Swaps: 
JP Morgan Chase Bank 
Morgan Stanley Capital SeNices 
Morgan Slanley Capital Services 
Bank of America 
Wachovia 

Notes Payable to Fideiia Corp 
Notes Payable to Fideiia Cop. 
Notes Payable to Fidelia Corp 

Mandatorily Redeemable Preferred Stock 
$5 875 Series 

__ Due 

09101117 
09/01/17 
OW1 511 3 
05101127 
08/01/30 
09/01/27 
0910 1/26 
09/01/26 
11/01/27 
11/01/27 
10101132 
1010 1/33 
02/01/35 

11/01/20 
10101133 
10101133 
1 010 1/33 
10/01/33 

04130113 
08/15/13 
01/16/12 

07/15/08 

Annualized Cost 
Amorlized Debt Amortized Loss- Embedded - Rate - Issuance ExDense Premium Reasuired Debt &I -&& 

3 68000% * 

364000% 
3 55000% ' 
359100% * 
3 61070% ' 
3 64000% * 
3 64000% * 
3 M)OOO% * 
3 60000% * 
3 60930% * 
3 55000% : 
3 44960% 

3 64000% : 

1 
1 
1 
1 
1 

4 55% 
531% 
4 33% 

31,000,000 1,140.800 
60,000,000 2,184.000 
35,200.000 1,281,280 
25,000,000 887,500 
83.335.000 2,992.560 
lO,104,WO 364.825 
22,500,000 819,000 
27,500,000 1,00I,O00 
35.000.000 1.260.000 
35,000.000 1,260,000 
41,665,000 1303.815 

128,000,000 4.544.000 
40,000,000 1379,840 

1,819.476 
89.784 
85:944 

101,940 
86.904 

100,000,000 4.550.000 
100.000.000 5.310.000 
25,000,000 1,082,500 

12.552 
16,608 
11,700 
23,904 
38,280 
19,836 
9.876 

10,740 
10,944 
10,944 
38.840 

112,956 
36,624 

11,472 
102.984 
21.912 
81.024 

143.700 

77,424 
65,400 
49,056 
48,864 
55,812 

190.308 
46.848 

126.828 z 

1,164,824 3 760 
2,303 592 3 840 
1,314,892 3 740 

992.428 3 970 
3.174.540 3 810 

384.661 3 810 
906,300 

1,077,140 
l,320.000 

4 030 
3 920 
3 770 

1,3 19.808 3 770 
1,596,467 3 830 
4,847,264 3 790 
1,463.312 3 660 

126.828 

1,819,476 
89,784 
85.944 

101,940 
86,904 

4,550,000 4 550 
5.310.000 5 310 
1,082,500 4 330 

5 8754% 20,000,000 1,175,000 56,844 - 1,231,844 6 159 

Total 819,304,000 34,920,168 408.648 - , 1,021,632 36.350.448- 1-1 
I 

PREFERRED STOCK I-- 
Annualized Cost 

Premium1 Adjusled Embedded - Rate p&.&@ -1 ___ Gain w g.k&& 

5% Series 5 0000% 21307.175 5,699 21,512.874 1,075,359 
Auaion Rate 5 0000% 50,000.000 - 48.911.720 2.500.000 cl,o88,280~ 

~ 

SHORT TERM DEBT 

Annualized Cost -- 
Embedded 

Malurity __ Rate - Total - cost 

Notes Payable to Associated Company NA 5 260% * 58,398,000 3.071.735 3,071.735 5 260 

Tolai 58.398.000 3,071.735 , 3.071.735 -1 - - 

* Composite rate al end of current month 

1 Additional interest due lo Swap Agreements: Fixed Variable 
LG&E Swap Counterparty 

Undertvins Debt Beinq Hedqed Notional Amount Exoiralion of Swat, Asreemenl m n  Swap Posilion 
Series 2 ~ PCB 83.335.000 11/01/20 To Pav: 5 495% BMA Index 
Senes GG - PCB 32 000 000 10101133 To Psi. 3 657% 68% of 1 mo LlBOR 
Senes GG ~ PCB 32 000,000 10101133 To Pay 3 645% 68% of 1 mo LiBOR 
Sen- GG - PCE 32,000 000 10/01133 To Pay 3 695% 68% of 1 mo LIEOR 
SenesGG PCB 32,000,000 10101133 To Pay 3 648% 68% of 1 mo LiEOR 

211 335000 

2 Cali premium and debt expense is being amorlized over ihe remaining life of bonds due lO/l/W and 6/1/15 
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Attachment to Response to Question 9 (c) 
Page 2 of 2 

Scott 
ECR - Gross-up Revenue Factor & 
Composite Income Tax Calculation 
2007 

1. Assume pre-tax income of 

2. State income tax (see below) 

3. Taxable income for Federal income tax 
before production credit 
4. Production tax credit 
5. Less: Production tax credit (6% of Line 3) 

6. Taxable income for Federal income tax 

7. Federal income tax (35% of Line 6) 

8. Total State and Federal income taxes 
(Line 2 + Line 7) 

9. Gross-up Revenue Factor 

2007 
Federal & State 

Production Credit 
Wl6% 2007 State 
Tax Rate Included 
$ 100.0000 

5.6604 

94.3 3 96 

5.6604 
6% 

~ 

8 8.6792 

3 1.0377 

$ 36.6981 

63.3019 

10. Therefore, the composite rate is: 
11. Federal 
12. State 
13. Total 

3 1.0377% 
5.6604% 
36.6981% 

State Income Tax Calculation 
1. Assume pre-tax income of 

2. Less: Production tax credit 

3. Taxable income for State income tax 

4. State Tax Rate 

$ 100.0000 

5.6604 

94.3396 

6.0000% 

5. State Income Tax 5.6604 





LOUISVILLZ GAS AND ELECTRIC COMPANY 

Response to Information Requested in Appendix B of 
Commission’s Order Dated September 19,2007 

Case No. 2007-00380 

Question No. 10 

Witness: Robert M. Conroy 

Billiiig Period froin May 1, 2005 tlxougli April 30, 2007 

Q-10. I11 its Jaiiuary 31, 2007 Order in Case No. 2006-00130, the Coiiiiiiissioii noted 
L,C&E’s efforts at identifying and resolving intenial issues related to tlie 
preparatioii of tlie monthly surcharge filings. Provide a status report oii LG&E’s 
efforts to submit the iiiost accurate and timely infomiation available in its monthly 
surcliarge reports. 

A- 10. In addition to iiiaiiitaiiiiiig the Eiiviroi~iieiital Cost Recovery Surcharge Monthly 
Filings Process Docuineiit filed in Case No. 2006-00 130, L,G&E continues to 
refine tlie intei-iial data transfer of infoniiation between departiiients related to tlie 
montlily filing. Tlie Coiiipaiiies have updated and modified tlie process document 
to reflect tlie cliaiiges authorized in Case No. 2006-00208. The latest version of 
this docuineiit is attached. In addition, iiitei-iial inoiithly filing summaries aiid 
check lists were created to quicltly identify potential coirectioiis prior to the actual 
filings with tlie Coiniriissioii The Coiiipaiiies have recently establislied internal 
coiitrols over tlie processes iiivolved in developing tlie montlily ECR filing. This 
iiicludes controls over data eiitry cross-checks, protection oil spreadslieets aiid 
foiinulas used in spreadslieets and validatioii of the calculations by inultiple staff 
aiid niaiiageiiieiit persomiel. III addition, tlie Coiiipaiiies routinely audit the 
process of tlie monthly ECR filings iii order to identify any potential issues or 
process iiiiproveiiieiits. 

Accurate montlily ECR filings continue to be tlie utmost importance to the 
Company. Tlie Company will coiitiiiue to iiialte timely corrections, as necessary, 
to its monthly ECR filing while pursuing fui-tlier iiiiproveiiieiits in its processes 
for preparing tlie monthly filings. 
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I. Introduction 

This docunient is designed to assist in the understanding of the Enviroimiental Cost 
Recovery (“ECR”) mechanism and the process for preparing the monthly filing for cost 
recovery. There are numerous departments throughout E.ON U.S. that support the 
development of the nionthly ECR filing made by the State Regulation and Rates 
Department. These departments include: 

Energy Services Forecasting and Budgeting 
Environmental Affairs 
Property Accounting 
Regulatory Accounting and Reporting 
Revenue Accounting 
Utility Tax 

Louisville Gas and Electric Company (“LG&E’) and Kentucky Utilities Company 
(“KU”) are allowed, pursuant to Kentucky Revised Statute (KRS) 278.1 83, to recover the 
“costs of complying with the Federal Clean Air Act as amended and those federal, state, 
or local environmental requirements which apply to coal combustion wastes and by- 
products from facilities utilized for production of energy from coal” for approved projects 
as part of the Company’s compliance plan. The Companies must first file with the 
Kentucky Public Service Commission (“KPSCy’) an application seeking approval of 
projects associated with the compliance plan. Once the KPSC approves a project, the 
costs associated with the project are included in the monthly ECR filing and are subject 
to KPSC oversight through the 6-month and 2-year review proceedings. 
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11. Background 

KRS 278.183 (See Appendix I) allows utilities to recover the “costs of complying with 
the Federal Clean Air Act as amended and those federal, state, or local envirormiental 
requirements which apply to coal combustion wastes and by-products from facilities 
utilized for prodiiction of energy from coal” for approved projects as part of the 
Company’s compliance plan. The utilities are entitled to earn a reasonable return on 
construction costs and capital expenditures, and are further entitled to recovery of 
operating expenses associated with compliance with the Federal Clean Air Act as 
amended (“CAAA”). Operating expenses include operation & maintenance costs, income 
taxes, property taxes, other applicable taxes, and depreciation expenses for the 
environmental facilities. 

KRS 278.183 was effective July 14, 1992 and allowed any utility to file for cost recovery 
beginning January 1, 1993. It allows recovery of cost for compliance with the CAAA for 
expenses not already included in existing rates through an Environmental Cost Recovery 
surcharge which is reflected on customer bills in the second month following the month 
in which the costs are incurred. The recovery is limited to projects that are included in the 
Company’s Compliance Plan(s) and have been approved by the Kentucky Public Service 
Cornrnission (KPSC). The filing requirements for an new ECR plan consist of a 30 day 
notice of intent, application, testimony, and a tariff containing the terms and conditions of 
the proposed surcharge. Within six months of submittal, the JSPSC is required by statute 
to schedule a hearing, consider the plan, establish a reasonable return on compliarice- 
related capital expenditures, and issue an order approving or denying the application of 
the surcharge. A list of approved ECR projects is attached as Appendix I1 with a detailed 
listing of those Capital and O&M projects approved by the KPSC shown in Appendix 111. 

During October 1994, L,ouisville Gas & Electric Company submitted an application 
(Case No. 94-332) with the KPSC for authority to assess an ECR surcharge pursuant to 
KRS 278.183. The KPSC on April 6, 1995 issued an order in Case No. 94-332 approving 
fkll cost recovery of qualified environmental projects. The approved methodology 
involves calculation of a monthly surcharge factor which is applied to customer bills. 
The mechanism is filed monthly and reviewed on a 6-month and 2-year basis by the 
KPSC. Kentucky Utilities Company filed a similar application (Case No. 93-465) and 
received a final KPSC Order on July 19, 1994. 

Historv to Present of LG&E’s Environmental Compliance Plan 

L,G&E’s original plan and environmental surcharge were approved by the KPSC in 1995 
(“1995 Plan”) in Case No. 1994-00.332. The plan included capital projects for sulfur 
dioxide (SOz) removal systems, low nitrogen oxide (NO,) burners, and fly ash. 

On October 20, 2000, LG&E filed an amended plan (“2001 Plan”) in Case No. 2000- 
00386 to include one additional project necessary for the Company to comply with NOx 
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and other emission limits mandated by the Environrriental Protection Agency (“EPA”) 
and the CAAA. On April 18, 2001 the KPSC issued an order approving the 2001 Plan. 

As part of the KPSC’s 6- non nth and 2-year reviews (Case No. 2002-00193), L,G&E began 
using the base-current niethodology to calculate the monthly ECR factor in which a 
portion of the approved environmental projects are “rolled-in” to base rates. L,G&E’s 
jurisdictional environmental surcharge revenue requirement through April 30, 200 1 was 
incorporated in the base period surcharge factor (“BESF”). This amount is then deducted 
from current period surcharge factor (“CESF”) to determine the amount of the ECR to be 
collected in the current billing month. 

On August 12, 2002, L,G&E filed an amended plan (“2003 Plan”) in Case No. 2002- 
00 147 to include five additional projects required for environmental compliance pursuant 
to the requirements in KRS 278.183. On February 11, 2003, the KPSC approved four of 
the five projects for inclusion in the Company’s ECR surcharge. The project not 
approved was denied without prejudice such that LG&E could refile at a later date when 
costs are known with greater certainty. 

As part of the L,G&E Rate Case (Case No. 2003-00433), the capital & operating expenses 
for the 1995 Plan which included 5 projects and were previously approved in Case No. 
1994-00332, were included in the determination of base rates and removed from the 
monthly ECR filing. 

On December 20, 2004, LG&E filed an amended plan (“2005 Plan”) in Case No. 2004- 
0042 I to include seven additional projects necessary for environmental compliance. This 
filing included the project previously denied by the KPSC in Case No. 2002-00147. On 
June 20, 2005 the KPSC issued an Order approving the inclusion of the 2005 Plan in the 
Company’s ECR Surcharge. 

On April 25, 2006, the KPSC initiated a combined 6-month and 2-year review of 
LG&E’s ECR. The KPSC issued an Order on January 31, 2007 approving the 
incorporation, or roll-in, of $8,669,729 in environmental costs into base rates, with an 
equivalent increase in the BESF to offset increases in base rates. Further, the January 3 1, 
2007 Order revised the authorized rate of return to reflect actual cost of debt as of 
February 2006 (the final month of the review case). 

On June 23, 2006, L,G&E filed an amended plan (“2006 Plan”) in Case No. 2006-00208 
to include four additional projects necessary for environniental compliance. On 
December 21, 2006 the KPSC issued an Order approving the inclusion of the 2006 Plan 
in the Company’s ECR Surcharge. 

Nistorv to Present of KU’s Environmental Compliance Plan 

KU’s original conipliance plan arid environmental surcharge were approved by the KPSC 
in  1994 (“1994 Plan”) in Case No. 1993-00465. There were 15 capital prqjects associated 
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with the 1994 Plan. The capital projects included a scrubber at Ghent Unit 1, ash pond RL 
precipitator enhancements, and other pollution control equipment. 

On October 20, 2000, KU filed an amended plan (“2001 Plan”) in Case No. 2000-00439 
to include two new pollution control projects necessary for the Company to comply with 
NOx and other emission limits mandated by the EPA arid the CAAA. On April 18, 2001 
the KPSC issued an order approving the 2001 Plan. 

On Augmt 12, 2002, KU filed an amended plan (“2003 Plan”) in Case No. 2002-00146 
to include one additional capital project as required for environmental compliance. The 
project included was a modification to the ash pond dike at the Ghent generating system. 
On February 11, 2003, the KPSC approved four of the five projects for inclusion in the 
Company’s ECR surcharge. 

As part of the KPSC’s 6-month and 2-year reviews (Case No. 2003-00068), KU began 
using the base-current methodology to calculate the monthly ECR factor in which a 
portion of the approved environmental projects are “rolled-in” to base rates. KU’s 
jurisdictional environmental surcharge revenue requirement through May 3 1, 2002 was 
incorporated in the base period surcharge factor (“BESF”). This amount was then 
deducted from current period surcharge factor (“CESF”) to determine the amount of the 
ECR to be coIIected in the current billing month. 

As part of the KU Rate Case (Case No. 2003-00434), the capital and operating expenses 
for the 1994 Plan which included 15 projects and were previously approved in Case No. 
1993-00465, were included in the determination of base rates and removed from the 
monthly ECR filing. 

On December 20, 2004, KU filed an amended plan (“2005 Plan”) in Case No. 2004- 
00426 to include four additional projects necessary for environmental compliance. On 
June 20, 2005 the KPSC issued an Order approving the inclusion of the 2005 Plan in the 
Company’s ECR Surcharge. 

On April 25, 2006, the KPSC initiated a combined 6-month and 2-year review of KU’s 
ECR. By motion of the Company, the KU review period was modified and expanded to 
correspond with the LGRLE review period. The KPSC issued an Order on January 31, 
2007 approving the incorporation, or roll-in, of $23,73 1,3 13 in environmental costs into 
base rates, with an equivalent increase in the BESF to offset increases in base rates. 
Further, the January 3 1, 2007 Order revised the authorized rate of return to reflect actual 
cost of debt as of February 2006 (the final month of the review case). 

On June 23, 2006, KU filed an amended plan (“2006 Plan”) in Case No. 2006-00206 to 
include five additional projects necessary for environmeiital compliance. On December 
21, 2006 the KPSC issued an Order approving the inclusion of tlie 2006 Plan in the 
Conipany’s ECR Surcharge. 
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Process of Identifying Projects to be included for recoverv in Monthly Reporting; 

TJpon issuance of a KPSC Order approving the Companies’ new ECR Plan filing, the 
detailed listing of projects shown in Appendix 111 is updated by the State Regulation and 
Rates Department to include the detailed projects fiom the new ECR Plan filing. This 
detailed listing is then provided to Energy Services’ Forecasting and Budgeting 
Department to identify the AIP project number for each of the approved projects and to 
track the initiation of the project. Finally, this listing of projects is provided to Property 
Accounting to identify the monthly expenditures to include in the Monthly Reporting 
filing made with the KPSC. No AIP projects are added or deleted without the consent of 
the State Regulation and Rates Department. 

Monthly Reporting; 

The KPSC, in its Order approving the plan, prescribes the required forms to be used in 
the monthly filing for ECR surcharge. The forms currently used are identified below and 
a set of the current forms is contained in Appendix IV (LG&E) arid V (KU) 

ES Form 1.00 
Calculation of Monthly Billed Environmental Surcharge Factor (MESF) to be 
applied to customer bills beginning with the identified hilling cycle 

ES Form 1.10 
Calculation of Total E(m) and Jurisdictional Environmental Surcharge Billing 
Factor (CESF) 

ES Form 2.00 
Determination of the component Revenue Requirements of Environmental 
Compliance Costs including environmental compliance rate base, pollution 
control operations expense, proceeds fiom by-product arid allowance sales and 
true-up adjustments for overhnder recover of monthly surcharge due to timing 
differences 

ES Form 2.10 
Plant in-service, accumulated depreciation, CWIP, deferred tax balance, 
depreciation expense, and property tax expense for each Conipliance Plan 
pro-ject and for any retirements or replacements resulting froi-n the 
iiiiplenieiitation of any projects 

ES Form 2.30 
Inventory of Emission Allowances 

ES Form 2.3 1 
Inventory of Eniissioii Allowances (SO?) - Current Vintage Year, including a 
separation between steam Liiiits and other power generation 
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ES Fonn 2.32 
Inventory of Einissioii Allowances (NO,) - Ozone Season Allowance 
Allocation, including a separation between steam units and other power 
generation 

ES Form 2.33 
Inventory of Emission Allowances (NO,) - Armual Allowance Allocation, 
including a separation between steam units and other power generation 

ES Form 2.40 
O&M Expenses and Determination of Cash Working Capital Allowance 

ES Form 2.50 
Pollution Control - Operations & Maintenance Expenses 

ES Form 3.00 
Monthly Average Revenue Computation of R(m) including the determination of 
jurisdictional allocation percentage 

ES Farm 3.10 
Reconciliation of Reported Revenues 

Six-Month and Two-Year Review Reporting 

As required by KRS 278.183 the KPSC is required to perform 6-month and 2-year 
reviews of the operation of the Companies’ ECR surcharge. Such reviews will include: 

1. Recap of Billing Factors and Revenue collected through base rates 
2. Recap of Environmental Compliance Rate Base 
3. Recap of Operating Expenses 

Page 6 of 20 



111. Explanation of Forms 

An example of each fonn for L,G&E and KU listed below can be found in Appendices IV 
and V, respectively. 

ES Form 1.00 

This form is linked to other worksheets and calculates the Monthly Environmental 
Surcharge Factor (“MESF”). The MESF is calculated by taking the difference 
between the Current Period Jurisdictional Environmental Surcharge Factor 
(“CESF”) and the Base Period Jurisdictional Environmental Surcharge (“BESFy’). 
The MESF represents the monthly percentage which is applied to customer bills 
as a charge or credit. The CESF is a compilation of the current monthly eligible 
environmental equipment (not in base rates) as a percentage of the 12 month 
average monthly retail revenue. The BESF represents KPSC approved 
environmental projects incorporated into base rates and is fixed based on the two 
year ECR review. 

ES Form 1.10 

The purpose of this form is to calculate the Environmental Surcharge Billing 
Factor or the CESF. This form is formulaic and pulls data from various 
worksheets within the file to calculate the CESF. The CESF is one component 
used in ES Form 1.00 to calculate the MESF. There are two steps involved in 
calculating the CESF. 

The first step is to calculate the total revenue requirement which involves 
determination of environmental rate base and operating expenses for each KPSC 
approved ECR project. The Total Environmental Compliance Rate Base is 
calculated on ES Form 2.00 and is divided by 12 to obtain the monthly rate base. 
This amount is multiplied by the KPSC approved rate of return for each approved 
ECR plan. The KPSC allows a return on Environmental Compliance Rate Base 
which includes Net Plant, CWIP, Limestone Inventory aiid Emission Allowance 
Inventory in excess of the amount included in base rates, Cash Working Capital, 
Accumulated Depreciation, and Deferred Income Taxes. Next, the Pollution 
Control Operating Expenses and the Gross Proceeds From By-Products and 
Allowance Sales froni ES Form 2.00 are added to derive the Noli-Jurisdictional 
Revenue Requirement. The foi-rnula for calculating the total revenue requirement 
is as follows: 

CaIculation of E(m) 

E(m) = [(RB/12) (ROR + (ROR-DR)(TW(l-TR)))] + OE - BAS, where 
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E(ni) = Total Revenue Requirement 
RE3 = Environmental Compliance Rate Base 
ROR 
DR = Debt Rate (both short-term and long-term debt) 
TR = Composite Federal & State Income Tax Rate 
OE = Pollution Control Operating expenses 
BAS = TotaI proceeds from by-product and allowaiice sales 

= Rate of Return on the Environmental Compliance Rate Base 

Second, the CESF calculation is performed by multiplying the Non-Jurisdictional 
Revenue Requirement by the Retail Allocation Ratio for the Current Expense 
Month from ES Form 3.00 and adding in the monthly true-up adjustment and any 
other monthly adjustments. This amorrnt is divided by the Average Monthly 
Retail Revenues excluding Environmental Surcharge Revenues for the 12 months 
ending current expense month from ES Form 3.00 to derive the CESF. The 
formnula for calculating the CESF is as follows: 

Calculation of Jurisdictional Environmental Surcharee BillinP Factor 

CESF = [(E(m)*RAR)+ADJ]/Retail E(m), where 

CESF = Current Monthly Surcharge Billing Factor 
= Total Revenue Requirement 

RAR = Retail Allocation Ratio for Current Expense Month 
ADJ = Adjustment for Over/(Under) Recovery for Monthly 

True-Up 
Retail E(m) = Average Monthly Retail Revenue excluding ECR 

revenue for the 12 Months Ending with the Current 
Expense Month 

The CESF is one of two factors that are used in calculating the MESF on ES Form 
1.00. The other factor or the BESF is a set monthly factor and remains in effect 
until the completion of the 2-year ECR review case. 

ES Form 2.00 - Revenue Requirements of Environmental Compliance Costs 

This form calculates the individual components of the monthly ECR revenue 
requirement and has the following four sections: 

1. Detennination of Enviroimiental Compliance Rate Base 
2. Determination of Pollution Control Operating Expenses 
3. Proceeds from By-products and Allowance Sales 
4. True-up Ad.justment: OverAJnder Recovery of Monthly Surcharge Due to 

Timing Differences 

Section One: Determination of Environmental Compliance Rate Base 
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All data in this section is formulaic. Total rate base is calculated using 
inputs from ES Forms 2.10, 2.31,2.32, 2.33 and 2.40. 

The sources of the data are Property Accounting and Utility Tax. The 
primary determinants are: 

1. Eligible Pollution Control Plant 
2. Eligible Pollution Construction Work in Progress (CWIP) 

excluding AFUDC 
3, Addition to rate base: Inventory -L,iniestone and Emission 

Allowances 
4. Addition to rate base: Cash Working Capital Allowance 
5 .  Addition to rate base: Unamortized Balance of Deferred Debit - 

Mill Creek Ash Pond Dredging project (LG&E only) 
6. Reduction to rate base: Accumulated Depreciation on Eligible 

Pollution Control Plant 
7. Reduction to rate base: Pollution Control Deferred Income Taxes 
8. Reduction to rate base: Pollution Control Deferred Investment Tax 

Credit (KU only, and beginning with KPSC Order in Case No. 
2007-00178). 

The above items are explained in detail in ES Forms 2.10, 2.31,2.32,2.33, 
and 2.40. 

To the extent that there is a level of inventory (limestone or emission 
allowances) included in base rates, that level is deducted from the 
determination of the environmental compliance rate base. 

Section Two: Determination of Pollution ControI Expenses 

The data in this section is formulaic and is populated based on information 
from ES Forrns 2.10, 2.31, 2.32, 2.33, and 2.50 and dependent on the 
approved ECR plan. This infonnation is utilized on ES Fonn 1.10 in the 
determination of the CESF. 

The next step is the Detennination of Pollution Control Operating 
Expenses with a breakout of the following items: 

1. Monthly Operations & Maintenance Expense 
2. Monthly Depreciation & Amortization Expense 
3. Monthly Taxes Other than Income Taxes 
4. Monthly Insurance Aiiiouilt 
5 I Monthly Emission Allowance Expense 
6. Amortization of Mill Creek Ash Dredging (L,G&E Only) 
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The above items are explained in detail in the sections for ES Forms 2.10, 
2.31, 2.32, 2.33, and 2.50. 

To the extent that there is a level of operation and maintenance expenses 
(retirements, replacement, or emission allowances) included in base rates, 
that level is deducted from the determination of the environmental 
compliance rate base. 

Section Three: Proceeds from By-Products and Allowance Sales 

This section calculates the net proceeds from the sale of scrubber by- 
products and emission allowances and is an offsetting credit to the 
pollution control operating expenses in determining the environmental 
compliance revenue requirement on ES Form 1.10. The Companies 
receive emission allowance proceeds from the EPA annual SO2 allowance 
auction, typically in March - May of each year. 

To the extent that there is a level of by-product proceeds or emission 
allowance proceeds included in base rates, that amount is deducted from 
any proceeds received in the current expense month for ECR recovery. 

Section Four: Over/Under Recovery of Monthly SurcharrJe Due to Timing 
Differences 

The data in this section is entered based on data from two expense periods 
prior to the current filing except for the Environmental Surcharge Revenue 
for the Current Month which is formulaic and is from ES F o m  3.00. 

ES Form 2.10 - Plant, CWIP and Depreciation Expense 

ES Form 2.10 calculates Eligible Plant in Service (PIS), CWIP, and Depreciation 
Expense for all approved Compliance Plans for LG&E and KU. The source of this 
information is the Property Accounting and Tax Departments. 

The primary column headings for these fornis are Eligible Plant in Service, 
Eligible Accumulated Depreciation, CWIP Excluding AFTJDC, Deferred Tax 
Balance, Monthly Depreciation Expense, and Monthly Property Tax Expense. 

A list of approved ECR projects, and corresponding AIP project numbers is 
maintained by State Regulation and Rates with input from Energy Services 
Forecasting and Budgeting. The Property Accounting Department tracks monthly 
construction expenditures for all prqjects through the Oracle Fixed Assets System 
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(OFAS) for all ECR approved projects. Construction costs are reported on ES 
Fonii 2.10 as CWLP Excluding AFUDC. When the projects are complete, 
Property Accounting reclassifies, or “unitizes” the assets from C W P  to Plant In 
Service 011 the financial records of the Company, using OFAS. OFAS calculates 
both monthly depreciation expense and monthly accumulated depreciation 
balance for each asset. The FERC accounts for Plant in Service, CWIP, 
Acculnulated Depreciation, and Monthly Depreciation are 101 , 107, 108, and 403. 

Deferred Tax Balance is the accumulated tax effect of the difference between 
accelerated tax depreciation and straight-line book depreciation. The deferred tax 
balance is a reduction to ECR rate base arid changes monthly. The current 
deferred tax balance is calculated in the Property Accounting ECR project 
spreadsheet and is verified by the Utility Tax Accounting Department and by 
State Regulation and Rates. 

Monthly Property Tax Expense for each project is calculated by the Utility Tax 
Department, is based on prior year net book value, and changes only at the 
beginning of a calendar year. Upon approval of an amended compliance plan, 
monthly property tax can change at times other than the beginning of the calendar 
year, to reflect the additional approved projects. 

The data for the current expense month is entered on the appropriate line items on 
ES Form 2.10. This information is utilized in the calculation of rate base and in 
the determination of pollution control operating expenses on ES Form 2.00. 

ES Form 2.30 - Inventory of Emission Allowances 

ES Form 2.30 summarizes the Inventory of Erriission Allowances for the current 
year through the latest year in which EPA allocations are received. Please refer to 
the discussion of ES Forms 2.31, 2.32, and 2.33 for details related to emission 
allowance tracking and accounting procedures. 

ES Forms 2.31, 2.32, 2.33 - Inventory of Emission Allowances - SOz, - NO, - Ozone 
Season, and NO, Annual 

ES Forrris 2.31, 2.32, and 2.33 report current monthly allowance usage and 
inventory balances. The beginning inventory plus allocations and purchases less 
monthly utilization and allowance sales determine ending inventory. The monthly 
allowance utilization is separated between Steam Power & Other Power 
Generation. Cost recovery related to other power generation (Combustion 
Turbines) is disallowed. 

Allowaiices are allocated to each steam unit in operation as of the effective date of 
the Federal regulations governing air emissions. Sulfur dioxide emissions are 
allocated to steam boilers in operation as of November 15, 1990. Emissions from 
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each source are tracked and recorded. Monthly emissions are reported to a Senior 
Engineer who analyzes the data, commits allowances to match emissions, and 
tracks remaining allowance inventory levels by plant. Monthly allowance usage is 
provided to the Regulatory Accounting and Reporting department, who then 
calculates the dollar value of the allowances used. For general ledger purposes, 
allowance quantity, iiiventory balance and monthly expense, calculated at average 
cost per allowance, are maintained by the Regulatory Accounting and Reporting 
department. (For EPA reporting purposes, allowance inventory and usage is 
maintained by the Environmental Affairs Department.) Regulatory Accounting 
and Reporting prepares a schedule of beginning inventory balances, EPA 
allocations, purchases, usage and sales for each allowance type. This allowance 
data is reported on ES Forms 2.3 1, 2.32, and 2.33; ending allowance and dollar 
balances are carried to ES Form 2.30 from the more detailed ES Forms 2.3 1 , 2.32, 
and 2.33. The allowance inventory value, net of the amount included in base rates, 
is an addition to rate base, and is maintained on the Company’s books in FERC 
Account 1 58. 

ES Form 2.40 - O&M Expenses and Determination of Cash Working Capital 
Allowance 

ES Form 2.40 is used to calculate Cash Working Capital, using the PSC-approved 
1/8 formula. The KPSC approved method of calculating the Cash Working 
Capital Allowance is to take USth of the 12 month O&M expense. Current O&M 
expenses are carried from ES Form 2.50; prior 11 months expenses are carried 
forward from previous monthly filings. Cash Working Capital is carried to ES 
Form 2.00 and is an addition to Rate Base. . 

ES Form 2.50 - Pollution Control - Operations & Maintenance Expenses for 
Current Month 

ES Form 2.50 is used to calculate the O&M expense for all approved Plans. 
Recoverable expense is reported separately by plant and by Plan. KLTJ’s 2001 Plan 
recovers O&M expenses associated with NO, reduction at Ghent Units 1, 3, and 
4; LG&E’s 2001 Plan recovers O&M expenses associated with NO, reduction at 
Trimble County and at Mill Creek Units 3 and 4. KU’s 2005 Plan recovers O&M 
expense associated with SO2 reduction at the Ghent (Units 2, 3 and 4) and Brown 
plants; LG&E’s 2005 Plan recovers O&M expenses associated with SO2 
reduction at Triinble County and ash pond dredging at Mill Creek. Both 
Companies’ 2006 Plan recovers O&M expenses associated with mercury 
monitoring at all coal-fired stations and with SO3 abatement at all units that 
currently or are scheduled to use SCRs in conjunction with wet scrubbers. 
Additionally, KTYs 2006 Plan recovers O&M expenses associated with an SCR 
under construction at Ghent Unit 2. The current month expenses are those 
recorded on the Companies’ general ledger in accounts 506 104, 506 105, 5 12 102, 
502006, 512005, 506109, 512102, 506110, and 512103 for specific units and 
plants as authorized by the KPSC. All expenses are recovered subject to a 
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reduction for any amounts included in current base rates. In addition, LG&E is 
allowed O&M recovery on the monthly amortization of the costs incurred in 
dredging the Mill Creek ashpond as approved in the 2005 Plan. The total 
expenses calculated are carried to ES Form 2.40 (for Cash Working Capital) and 
ES Fonn 2.00 (for total OE).. 

ES Form 3.00 - Monthly Average Revenue Computation of R(m) 

ES Form 3.00 computes the average monthly revenue for the most recent 12 
month period using base rate, fuel clause revenues, demand side management, 
STOD program cost recovery factor, ECR revenues, and for KU only, CSR 
credits and revenues from off-system sales. Average monthly jurisdictional 
revenue for the 12-month period excluding ECR revenues (Jurisdictional R(m)) is 
carried to ES Form 1.10. Monthly revenue on Form 3.00 is carried from inputs on 
Form 3. IO; prior months are carried from previous monthly filings. 

ES Form 3.10 - Reconciliation of Reported Revenues 

The purpose of this form is to reconcile total company revenue as reported on the 
financial statements to total company revenue for ECR purposes. ES Form 3.10 
categorizes company revenues into the following three areas: 

o Kentucky Retail 
o Non-Jurisdictional 
o Reconciling Revenues 

Kentucky Retail Revenue 
Kentucky Retail Revenue for ECR purposes includes base retail, fuel clause, 
demand side management, STOD program cost recovery factor, and ECR 
revenues, and for KTJ only, CSR credits. This information is provided by the 
Revenue Accounting Department. 

Non-Jurisdictional Revenue 
Non-Jurisdictional Revenues includes, for KU only, Tennessee, Virginia, and 
municipal revenues. Additionally, non-jurisdictional revenues include, for both 
Companies, revenue from off-system sales and intercompany sales. Non- 
jurisdictional revenue is carried to ES Form 3.00 and is used to calculate the 
jurisdictional allocation factor. The jurisdictional allocation factor is carried to 
ES Form 1.10 and determines the portion of total ECR revenue requirement that 
will be billed to each Company’s Kentucky retail customers. 

Reconciling Revenues 
This section represents the items that are excluded from total ECR revenue and 
includes brokered revenues, unbilled revenues, rate refunds, and merger surcredit 
and VDT revenue credits. The Revenue Accounting department provides all 
inputs for ES Fonn 3.10. 
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IV. Data Input and Data Source 

The monthly ECR filing is due to the KPSC offices 10 days prior to the start of the 
upcoming billing cycle. A timeline of data input requirements is shown in Appendix VI 
along with a sample of the filing date requirement with the effective billing cycle dates. 

1. The ECR files are located on the departmental drive in a folder called 
“Environmental surcharge Report Monthly Filings” in the respective companies 
by year and month. For example, the file path for the January 2007 KU filing is: 
drive:/Environmental Surcharge Report Monthly Filings/KU/2007/ KU ECR 
2007-01 March 07 Service.xls. If, for any reason, a monthly filing is resubmitted, 
the file name is amended with the refiling date. 

2. Open up the previous month file and save it as the current month file. 
3. Data input occurs in selective cells in ES Forms 1.00, 1.10, 2.00, 2.10, 2.31, 2.32, 

2.33, 2.50, and 3.10. The majority of the filing is linked to other cells within the 
report, thereby eliminating duplicate data entry. The data that requires updating is 
listed below in each form. Data which needs to be updated is noted with blue text 
in the appropriate cells. 

ES Form 1.00 

1. Update the current expense month 
2. Update the Effective Date for Billing based on the Meter Reading Schedule 

supplied by Revenue Accounting (See sample contained in Appendix VI) 
3. Update the Date Submitted with the filing date 

After the filing has been reviewed, the Manager, Rates signs this forrn. 

Data sources: ES Form I .  10 

ES Form 1.00a 
This form is formulaic and is signed by the preparer and another member of the State 
Regulation and Rates Department who verifies the calculations. This form is not part of 
the information that is filed with the KPSC. 

Data Sources: ES Forms 1.00 arid 1.10 

ES Form 1.10 
This form is fonnrrlaic. 

Data Sources: ES Forms 2.00 and 3.00 

ES Form 2.00 
All sections of this form are fonnulaic except for the section for By-Product and 
Allowance Sales, and Over/Under Recovery section which is updated as follows: 
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1. From the filing made two months prior to the current filing enter the MESF, the 
Net Jurisdictional E(m) and update the month. 

Data Sources: ES Forms 2.10, 2.3 1, 2.32,2.33,2.40 arid 2.50 

ES Form 2.10 
Data received by Property Accounting from Energy Services Forecasting and Budgeting 
is used to calculate monthly PIS, Accumulated Depreciation, C W P ,  Deferred Tax, 
Monthly Depreciation, and Monthly Property Tax expenditures. Data for ES Form 2.10 
is linked to worksheets within the spreadsheet. 

1. The ECR files for Property Accounting are located on the departmental drive, 
(propacct on ‘fsl0’) in a folder called “ECR-LG&E and KU” in the respective 
companies by year and month. For example, the file path for the January 2007 
L,G&E filing is: I:/ ECR-L,G&E AND KU / LGE ECR FILES / LGE ECR 2007 / 
LGE ECR Filing January 2007.~1s. 

2. Open Lip the previous month file and save it as the current month file. 
3. Data for the ES Form 2.10 are linked from worksheets in the file. Data entry 

procedures are as follows: 

a. Column 1 of the form contains the Plan Year and description of the ECR 
project. This description is the same wording for the project as outlined in 
the KPSC order approving the ECR plan. 
In the determination of “Eligible Plant in Service”, all ECR Project 
addition numbers come from the worksheet “Recalculation”. Once an 
ECR project is completely unitized this number will not change. (There 
may be several A P  projects to one ECR Project.) Projects are added to 
this worksheet as they are unitized arid the dollars move from C W P  to 
PIS. All AIP projects related to one ECR project are summed together. 
ECR project retirement numbers also come from the worksheet 
“Recalculation”. Once all retirements are made relating to an ECR 
project, this number will not change. This worksheet is updated as 
retirements are made in conjunction with the addition project. 

c. Column 3 “Eligible Accumulated Depreciation” - For the addition 
projects, the accumulated depreciation number comes from the worksheet 
“Recalculation”. This number is calculated by multiplying the addition 
cost by the depreciation rate, dividing by 12 to obtain a monthly rate, and 
then adding this amount to the previously accumulated depreciation 
amount. (Use % for the first month’s depreciation). These numbers will 
change every month. All AIP projects related to one ECR project are 
summed together. ECR project retirement numbers also come from the 
worksheet “Recalculation”. This number is calculated by multiplying the 
cost times the depreciation rate, dividing by 12 to obtain a monthly rate, 
and then multiplying this amount times the number of months from the in 
service date of the asset retired to the latest rate case date (Currently 

b. 
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09/30/2003). (Again, use % for the first month’s depreciation). Once all 
retirements are made relating to an ECR project, this number will not 
change. 

d. Column 4 “CWIP Amount” - Amounts for this column come froiii the 
worksheet “CWIP Balance”. An Oracle Discoverer report is ran to 
determine the CWIP amounts for each eligible ECR project through the 
current month. In the case of KU, the amount related to AFTJDC is also 
determined. These amounts are entered onto the “‘CWP Balance” 
worksheet. The AIP projects relating to the approved ECR projects are 
determined by reviewing the Generation Services monthly file. 

e. Column 5 “Eligible Net Plant in Service” - This column is the total of the 
column 2 minus column 3 plus column 4. 

f. Column “Unamortized ITC” (KU Only) is currently blank. No current 
ECR projects have ITC calculated. The Tax Department is responsible for 
notifying Property Accounting if a project has ITC calculations. 

g. Column “Deferred Tax Balance” - Amounts for the ECR addition projects 
come from the worksheet “Recalculation”. These numbers are calculated 
at the beginning of the year and each time a new addition is added. 
Property Accounting uses the existing pattern to make these calculations. 
These numbers have to be approved by the Tax Department. The amount 
is determined by subtracting the accumulated book depreciation from the 
accumulated tax depreciation and multiplying the result times the 
combined federal and state tax rates. Tllis number is divided by 12 to 
obtain a monthly amount. This monthly amount is then added to the 
previous month’s deferred tax total. The amount for the ECR retirement 
projects come from the worksheet “Recalculation”. The amount is 
determined by subtracting the accumulated book depreciation from the 
accumulated tax depreciation and multiplying the result times the 
combined federal and state tax rates. This amount does not change. 
Column “Monthly Depreciation Expense” - For the addition projects, the 

accumulated depreciation number comes from the worksheet 
“Recalculation”. This number is calculated by multiplying the cost by the 
depreciation rate, divided by 12 to obtain a monthly rate. (Use ?4 for the 
first month’s depreciation). ECR project retirement numbers come from 
the worksheet “Recalculation”. The number is calculated by multiplying 
the cost times the depreciation rate, divided by 12 to obtain a monthly rate. 
Column “Monthly Property Tax Expense” - Amounts for this column are 
calculated by using the prior year’s ending “Eligible Net Plant in Service.” 
The ”Eligible Net Plant in Service” for an ECR pro-ject at year end (Plant 
in Service minus Accumulated Depreciation plus CWIP) is multiplied by 
the property tax rate. This ainount is divided by 12 to obtain the monthly 
amount reported. Property Taxes for ECR Retirements are calculated by 
inultiplying the tax rate times the net plant at the time of the retirement. 
(Plant in Service less Acciimulated Depreciation). The Tax Department 
reviews and approves each of these calculations. These numbers do not 
change during the current year. 

h. 

i. 
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4. The State Regulation and Rates Department enters the Eligible Plant in Service, 
Eligible Accumulated Depreciation, CWIP Amount Excluding AFUDC, Deferred 
Tax Balance, Monthly Depreciation Expense and Monthly Property Tax Expense 
into the appropriate fields by capital project. 

Data sources: The Energy Services Forecasting and Budgeting monthly report lists the 
projects that have been approved for ECR recovery per the KPSC order. The data for 
Eligible Plant in Service is obtained from the Fixed Asset Module (“FA”) in Oracle as the 
project is unitized to Plant in Service and is input by the Property Accounting 
Department. Accumulated Depreciation is a manual calculation using current 
depreciation rates. CWIP figures are obtained from the Project Accounting Module 
(“PA”) in Oracle. Monthly Depreciation is a manual calculation using current 
depreciation rates. Deferred Taxes and Monthly Property Tax Expense are calculated 
annually by the Property Accounting Department using established formulas and 
reviewed by the Tax Department. The calculations are based on year end values for the 
upcoming year and are done in Microsoft Excel. Property Tax expense remains level 
throughout the year. The Deferred Tax Balance changes monthly due to depreciation and 
as additional prqject expenditures move frorn CWIP to Plant in Service. This data is input 
into an Excel spreadsheet which is linked to Form 2.10 and forwarded to the State 
Regulation and Rates Department. 

Note: The costs associated with the projects classified prior to Oracle l l i  
implementation, were not loaded into the PA of Oracle. As a result this process 
cannot be automated. Additionally, the Fixed Assets Module (“FA”) has asset 
numbers and original costs, but does not have depreciation amounts by asset. KU 
& LG&E use the group method for depreciation purposes, therefore, to get the 
depreciation for a given asset requires a manual calculation. The ECR is 
calculated based on project totals and not individual assets. 

ES Form 2.30 

This Forrn is formulaic. 

Data Source: ES Forms 2.3 1 , 2.32, and 2.33. 

ES Form 2.31, 2.32, and 2.33 
1. Update the Beginning Inventory allowances and dollars, if applicable. 
2. Update the quantity and dollars, if applicable, for any monthly Allocations or 

Purchases 
3. Update the rnontlily Steam Power & Other Power Generation allowances and 

dollars, if applicable, utilized for the month. 
4. Update the quantity and dollars, if applicable, associated with monthly allowances 

that were sold. 

Data Sotirce: Each month, Regulatory Accounting and Reporting receives the current 
month commitments from an Environmental Engineer in Environniental Affairs. An 
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average price is calculated each month by dividing the prior month ending inventory 
dollars by the prior month ending inventory units. The current month commitments are 
multiplied by the average price to arrive at a utilized price for the current month. The 
current month commitments are then added to the beginning inventory to get a new 
ending inventory. This calculation is done for the monthlyjournal entry by the end of the 
4th working day. This ending inventory is recorded on the Current Year line of ES Form 
2.30. Combustion Turbine (“CT”) inventory is recorded separately from steam inventory 
and CT allowance usage is excluded fi-om recovery. Anything out of the ordinary for the 
current month is recorded in the Comments and Explanations column. This form is also 
updated annually to account for the new vintage year’s allowances. Once completed, this 
form is emailed to the State Regulation and Rates Department by the end of the 10th 
working day. For allowances for which there is no financial inventory, Rates and 
Regulatory receives the current month commitments and monthly ending inventory fi-om 
an Environmental Engineer in Environmental Affairs 

ES Form 2.40 
1. Select the data from the 1 Oth Previous Month through the Current Month. 
2. Copy & Paste the data into the cell for the 11‘” Previous Month and the data will 

be pasted into all the cells except for the Current Month. 
3. The current month O&M Expense pulls data from ES Form 2.50. 

Data Source: ES Form 2.50. 

ES Form 2.50 
1. Enter the current month O&M Expense for the approved projects. 

Data Source: The information for this Form originates in Oracle and is obtained by an 
Accounting Analyst in Regulatory Accounting and Reporting running a Discoverer report 
for the O&M projects that have been approved. Once a project has been approved for 
recovery, the State Regulation and Rates Department notifies the Regulatory Accounting 
and Reporting Department. Once we start incumng expenses on these approved projects 
(this could be months or a year after the project is approved) Energy Services Forecasting 
and Budgeting or State Regulation and Rates will notify Regulatory Accounting and 
Reporting that the charges have started and also whether the charges can be run by 
account or a prqject and task. These amounts are broken out by plant. For Account 
502006-Scrubber Operations and Account 5 12005-Scmbber Maintenance, Trirnble 
County is the only plant to date with recoverable charges for L,G&E. The increased use 
of limestone beyond the level currently indicated in base rates due to costs associated 
with the Trirnble County 1 FGD Project 16 is recoverable. To calculate this amount, take 
1/12th of the limestone expense included in current base rates and subtract the monthly 
actual amount. The difference is eligible for recovery. Once completed, this form is 
emailed to the State Regulation and Rates Department by the end of the 10th working 
day. 

ES Form 3.00 
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1. 
2. 

3. 
4. 

Update the column containing the months with the most recent 12 months. 
Select data from the second to last oldest month for Base Rate, Fuel Clause, 
DSM, STOD and Environmental Surcharge Revenues and paste the data into the 
cells for the 11 months prior to the current month. 
Repeat Step 1 for the Total Including the Off-System Sales Column 
Update the Month column with the current month. The current month data is 
linked to data in Form 3.10. 

Data Source: ES Form 3.10 

ES Form 3.10 
1. The base revenue by revenue class for LG&E is calculated by Revenue 

Accounting utilizing a spreadsheet. The billed revenue by class and component 
are input into the spreadsheet from the Sales by Rates CIS report. Base revenue is 
then adjusted by the mount  of the July 2005 FAC roll-in (removing this amount 
from base revenue total and added it to the FAC total). This adjustment is shown 
on the spreadsheet to facilitate reconciliation to CIS and the Oracle general 
ledger. 

The following data input is utilized by the KU Revenue Accounting Department to 
produce ES Form 3.10. 

2. 

3. 

4. 

5 .  

CIS Report CA7680, Environmental Surcharge-Monthly Average Computation 
(ES Form 3.00) is generated from CIS on the evening of the second business day 
of the month. When this report was originally designed, all data that was needed 
to be reported on ES Form 3.00 of the ECR billing factor filing existed in CIS. 
This report was ES Form 3.00. In the present, however, there are other items 
recorded to the G/L outside of CIS, so State Regulation and Rates must adjust 
certain numbers on the CIS-generated report to get the actual ES Form 3.0 used in 
the monthly ECR billing factor filing.) 

CIS Report CA712OA, Bill Frequency Report, is generated from CIS on the 
evening of the second business day of the month. It details monthly billed 
revenue data by CIS rate code at various levels of usage. It concludes with a 
summary of monthly billed revenue data by tariff. 

Monthly billed demand, energy and customer charge revenue for KU is gathered 
on the third business day of the iiionth and provided to State Regulation and Rates 
for use in calculating the monthly ECR over-/under-recovery status. Sales to TN 
customers, as well as revenues associated with the Company’s curtailable service 
rider (CSR) are rioted so that they may be subtracted from these revenues since 
these items are riot subject to the ECR mechanism 

This spreadsheet is prepared on the fourth business day and shows nionthly 
unbilled revenue accrual totals ($ aiid MWH) by company (i.e. KU and ODP) by 
revenue class. A running history of monthly unbilled revenue accrual totals are 
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on this report which allows for easy calculation of net unbilled revenues for any 
time period (e.g. monthly, quarterly, year-to-date, etc.) 

6. The L,G&E/KU Revenue Volume Analysis is prepared and reviewed monthly by 
the Revenue Accounting Department. The Revenue Volume Analysis is 
completed on the 6'h business day and then shared with the State Regulation and 
Rates Department. 

7. For LGRLE, the Reconciliation of Reported Revenues for L,G&E is run from 
Oracle Financial Management System (OFMS) by the State Regulation and Rates 
Department and KU is provided by the Revenue Accounting Department. The 
data is input into all cells except for the Base Rate line item which is a 
calculation. 

Data Source: The data used for this form is obtained from OFMS and the Revenue 
Accounting Departrnent. The sources of the data are the Customer Information System 
(CIS), selected accounts from the General Ledger Trial Balance, and OFMS. The 
Reconciliation of Reported Revenues for LG&E is run from OFMS and KU is provided 
by the Revenue Accounting Department. As of February 2006 a facsimile of ES F o m  
3.10 is printed directly from Oracle by the State Regulation and Rates Department. 

A flow chart for the ECR filing process is shown in Attachment 1. This flow chart 
outlines the establishment of approved projects and the flow of data across departments 
for the development of the monthly ECR filing. 
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APPENDIX I 

278.183 Surcharge to recover costs of compliance with environmental requirements for coal 
combustion wastes and by-products -- Environmental compliance plan, review and 
adjustment. 

(1) Notwithstanding any other provision of this chapter, effective January 1, 1993, a utility shall 
be entitled to the current recovery of its costs of complying with the Federal Clean Air Act as 
amended and those federal, state, or local environmental requirements which apply to coal 
combustion wastes and by-products from facilities utilized for production of energy from coal 
in accordance with the utility's compliance plan as designated in subsection (2) of this 
section. These costs shall include a reasonable return on coristruction and other capital 
expenditures and reasonable operating expenses for any plant, equipment, property, facility, 
or other action to be used to comply with applicable environmental requirements set forth in 
this section. Operating expenses include all costs of operating and maintaining environmental 
facilities, income taxes, property taxes, other applicable taxes, and depreciation expenses as 
these expenses relate to compliance with the environmental requirements set forth in this 
section. 

(2) Recovery of costs pursuant to subsection (1) of this section that are not already included in 
existing rates shall be by environmental surcharge to existing rates imposed as a positive or 
negative adjustment to customer bills in the second month following the month in which 
costs are incurred. Each utility, before initially imposing an environmental surcharge pursuant 
to this subsection, shall thirty (30) days in advance file a notice of intent to file said plan and 
subsequently submit to the commission a plan, including any application required by KRS 
278.020( I) ,  for complying with the applicable environmental requirements set forth in 
subsection (1) of this section. The plan shall include the utility's testimony concerning a 
reasonable return on compliance-related capital expenditures and a tariff addition containing 
the terms and conditions of a proposed surcharge as applied to individual rate classes. Within 
six (6) months of submittal, the commission shall conduct a hearing to: 

(a) Consider and approve the plan and rate surcharge if the commission finds the plan 
and rate surcharge reasonable and cost-effective for compliance with the applicable 
environmental requirements set forth in subsection (1) of this section; 

(b) Establish a reasonable return on compliance-related capital expenditures; and 
(c) Approve the application of the surcharge. 

(3) The amount of the rnorithly environmental surcharge shall be filed with the commission ten 
(1 0) days before it is scheduled to go into effect, along with supporting data to justify the 
amount of the surcharge which shall include data and information as may be required by the 
commission. At six (6) month intervals, the commission shall review past operations of the 
environmental surcharge of each utility, and after hearing, as ordered, shall, by temporary 
adjustment in the surcharge, disallow any surcharge amounts found not just and reasonable 
and reconcile past surcharges with actual costs recoverable pursuant to subsection ( I )  of this 
section. Every two (2) years the commission shall review and evaluate past operation of the 
surcharge, and after hearing, as ordered, shall disallow improper expenses, and to the extent 
appropriate, incorporate surcharge amounts found just and reasonable into the existing base 
rates of each utility. 

Appendix I 
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(4) The commission may employ competent, qualified independent consultants to assist the 
commission in its review of the utility's plan of compliance as specified in subsection (2) of 
this section. The cost of any consultant shall be included in the surcharge approved by the 
commission. 

(5) The commission shall retain all jurisdiction granted by this section and KRS 278.020 to 
review the environmental surcharge authorized by this section and any complaints as to the 
amount of any environmental surcharge or the incorporation of any environmental surcharge 
into the existing base rate of any utility. 

Effective: July 14, 1992 
History: Created 1992 Ky. Acts ch. 102, sec. 1, effective July 14, 1992. 
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APPENDIX 11 
Amended Plan Composite Exhibits 
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APPENDIX 111 
Detailed Approved Project Listing 
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APPENDIX IV 
LG&E Monthly Filing Forms 



ESFORM 1-00 

LOUISVILLE GAS AND ELECTRIC COMPANY 
ENVIRONMENTAL SURCHARGE REPORT 

Calculation of Monthly Billed Environmental Surcharge Factor - MESF 
For the Expense Month of April 2007 

MESF = CESF - BESF 

Where: 

CESF 

BESF 

Calculation of MESF: 

= 

= 

Current Period Jurisdictional Environmental Surcharge Factor 

Base Period Jurisdictional Environmental Surcharge Factor 

CESF, from ES Form I.  10 
BESF, from Case No. 2006-00130 

MESF 

Effective Date for Billing: June Billing Cycle beginning June 4,2007 

Submitted by: 

Title: Manager, Rates 

5.63% 
3.39?! 

2.24% 

Date Submitted: May 25,2007 



US FORM 1.10 

LOUISVILLE GAS AND ELECTRIC COMPANY 
ENVIRONMENTAL SURCHARGE REPORT 

C.k.Ltb. or Tabl E(s) rad 
J w i m I k W d S l u c L a r p ~ F ~ r  

Pw the Expearc Montb of April 2007 

59.240.731 



ES FORM 2.00 

0 83% A MESF for two months prior to Expense Month -- 
B Net Junsdictional E ( m )  for hvo months pnor Io Expense Month 2,460,710 

1,708.5 15 
(307,270) 

444,925 
-- 

C Environmental Surcharge Rcvenue, current month (from ES Form 3 00) 
D Retail E(m) recovered through base rates (Base Revenues, ES Form 3 00 times 3 39%) 
E Oved(Under) Recovery due to Timing Differences ((D + C) - B) 
Over-recovenes will be deducted from the Junsd~ctionalE(m), under-recoveries will be added to the Jurisdictional a m )  

LOUISVILLE GAS AND ELECTRIC COWANY 
ENVIRONMENTAL SURCHARGE REPORT 

Revenue Requirements of Environmental Compliance Costs 
For the Expense Month of April 2007 

Determination of Environmental Compliance Rate Base 

I JLOJ P s h W o r k i n g  C~pital Allowance - 

5,1 IY,OL 1 P o l E i o c C o n t r o l  Deferred Income Taxes 
Subtotal 

Determination of Pollution Control Operating Expenses 

I Enviromental 

Monthly Operations & Maintena 
Monthly Depreciation & Amortization E> 

Monthly Insurance Expense 
Monthly Emission Allowance Expense from ES Form 2.31,2.32 and 2.33 
Monthly Pergin- 

L5,U 1 I Monthly Property and Other Applicable Taxes -- 





t- 





I 



N 

2 





ES FORM 2.40 

loth Previous Month 
9th Previous Month 
8th Previous Month 
7th Previous Month 
6th Previous Month 
5th Previous Month 
4th Previous Month 
3rd Previous Month 
2nd Previous Month 
Previous Month 
Current Month 
Total 12 Month O&M 

LOUISVILLE GAS AND E L E C W C  COMPANY 
ENVIRONMENTAL SURCHARGE REPORT 

O&M Expenses and Determination of Cash Working Capital Allowance 

307,983 
316,341 
370,587 
242,524 
168,518 
148,169 
185,127 
73,177 

129,073 
14 1,068 
264,69 1 

$ 2,612,137 

For the Month Ended: April 30,2007 

L * 
Determination of Working Capital Allowance 

12 Months O&M Expenses $ 2,612,137 

One Eighth (1/8) of 12 Month O&M Expenses 1 /8 

Pollution Control C,ash Working Capital Allowance $ 326,s 17 
il 



v) w 

'r 







APPENDIX V 
KU Monthly Filing Forms 



ES FORM 1.00 

KENTUCKY UTILITIES COMPANY 
ENVIRONMENTAL SURCHARGE RIEPORT 

Calculation of Monthly Billed Environmental Surcharge Factor - MXSF 
For the Expense Month of  April 2007 

MESF = CESF - BESF 

Where: 

CESF 

BESF 

= Current Period Jurisdictional Environmental Surcharge Factor 

Base Period Jurisdictional Environmental Surcharge Factor = 

Calculation of MESF: 

CESF, from ES Form 1.10 
BESF, from Case No. 2006-00129 

MESF 

Effective Date for Billing: June billing cycle beginning June 4,2007 

Submitted by: 

Title: Manager, Rates 

7.5 I Yo 
3.11% 

4.40% 

Date Submitted: May 25,2007 



ES FORM 1.10 

KENTUCKY UTILlTIES COMPANY 
ENVIRONMENTAL SURCHARGE REPORT 

C.kuLtbs olTot.l Qm) 8ml 
Jurldletloml Surchsrge Ellling Fnctor 

For the Expmcc Month of April 2007 

E(m)=[(RB/ lZ)(ROR~OR-DR)(TR’(I-TR)))]+OE-BAS,wh~e 
RB = Envirmmtal Cmplipoce Rate Bax 
ROR 

TR = Composite Fedcral& Slate lnunne Tax Rate 

BAS = Tdal Roceeds from By-product and A~IOWMCC Sales 

= Rate of Retum cn the Envirmmrntd Compliance Rate Bax 
DR 

DE = PdStiOn Conaol opcntjng Expenses 

Debt Ratc (bolh SbW-lCrm and IOag-tCrm d&I) 

Environmmal Compliance Plans 

550,916,628 
45,909,719 

770,850 
11.5PA 

Cnkulstion of Jurlsdktionsl EnvlroammUl Sumbsrgc BUIhg Factor 

Jurisdictional Allocation Ratio for Expaw Moo& 
Jurisdidorul q m )  = Qm) x Jurisdiclioorl Allocation W o  
Adjustment for McnthIy Tfuc-up (fiom F m  2 00) 
Rccovay of O W  NOx Expmdituns ( C !  No. 2003-00434-Sdilernent 

Agrmnrnt. section 3.19. pg“ 13) 
Prior Period Adjusbnmt (if naccJJary) 
R a o v a y  ofunda-coll~~fCd ECRmenues, Case No. 2006-00129 
NH Jurisdiaiond E(m) = JUri&dictioop1 E(m) minus Adjusbnmt for Monthly Tte-up 

= 
= s  - 
- 
- 
- 

plushninus Ria Pm’od AdjuJtmmt = s  

Jurisdictional Wm) - Average Monlhly lurisdiclid Revenue for the 12 
Months Eodingwim the cum01 Expeosc Month = s  

85.81% 
5,199,786 

369,439 

83,333 

399.374 

6,051,932 

80,637,289 

1 Jurisdictional Fnvimunenal Surcharge Billing Facta: 
Nn Jurisdinional Rrn) I Jurisdidional R(m) ; (19 a X ofRDvmuc LX 7.51% 



ES FORM 2.00 

I 
1.80% A. MESF for two months prior to Expense Month 

B. Net Jurisdictional E(m) for two months prior to Expense Month 
C. Environmental Surcharge Revenue, current month (from ES Form 3.00) 
D. Retail E(m) recovered through base rates (Base Revenues, ES Form 3.00 times 3. I I%) 
E. Over/(Under) Recovely due to Timing Differences ((D + C).- B) 
Over-recoveries will be deducted From the Jurisdictional Hm); under-recoveries will be added to the Jurisdictional E(m) 

- 3,877,344 
1,389,996 
2,117,909 
(369,439) 

KENTUCKY IJTILITIES COMPANY 
ENVIRONMENTAL SURCHARGE REPORT 

Rwcnue Rquirements of Environmental Complbnce Cosb 
For the Erpcnae Month of April 2007 

Determination of Pollution Control Operating Expensa 

Enviromental 
Compliance Plan 

5 131,151 
495,449 

53,478 

Monthly Operations & Maintenance Expense 
Monthly Depreciation & Amortization Expense 
Monthly Taxes Other Than Income Taxes 
Monthly Insurance Expense 
Monthly Emission Allowance Expense from ES Form 2.31.2.32 and 2.33 
Less Monthly Emission Allowance Expense in base rate5 (1112 of $58,345.76) 
Net Recoverable Emisslon Allowance Expense 
Monthly Surcharge Consultant Fee 

95,634 
4,862 
90.772 

Proceeds From By-product and Allowance Sales 
I I Total 1 

hOCeedS 

s Allowance Sales - 
Scrubber By-products Sales 
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ES FORM 2.40 

L 

Determination of Working Capital Allowance 
12 Months W M  Expenses !$ 1,370,436 

KENTUCKY UTILITIES COMPANY 
ENVIRONMENTAL, SURCHARGE REPORT 

O&M Expenses and Determination of Cash Working Capital Allowance 

One Eighth (I/S) of 12 Month O&M Expenses 1 /8 

Pollution Control Cash Working Capital Allowance !S 171,305 
r 

For the Month Ended: April 30,2007 
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APPENDIX VI 
Tirneline of Data Input Requirement 
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