KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 23
Witness: Shannon L. Charnas

Q-23. Provide a summary of annual maintenance expense by USoA account (for
all accounts) for the last 20 years. If the requested data is not available for the
last 20 years, provide the data for as many years as are available. Please provide
data in both hard copy and electronic format.

A-23. See attached hard copy and electronic Excel file on the attached CD.
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Kentucky Utilities Company
Summary of Annual Maintenance Expense
For the Years, 1988 - 2007
1988 1989 1990 1991

Steam Power Generation:
(510) Maint. Supervision and Engineering 2,297,238 2,831,077 3,900,678 3,933,500
(511) Maint. of Structures 1,976,617 2,452,044 2,801,394 2,507,508
(512) Maint, of Boiler Plant 17,597,257 15,433,729 17,103,205 19,093,180
(513) Maint. of Electric Piant 5,826,005 5,800,802 3,855,390 7,743,416
(514) Maint. of Misc. Steam Plant 858,968 1,013,695 800,133 949,135

Total Steam Generation Maintenance 28,556,085 27,631,347 28,460,800 34,226,739
Hydraulic Power Generation:
(541) Maint. Supervision and Engineering 54,649 112,453 67,473 69,991
(542) Maint. of Structures 77,721 20,514 19,233 9,149
(543) Maint. of Reservoirs, Dams & Waterways 20,680 71,555 1,670,028 1,278,598
(544) Maint. of Electric Plant 73,217 180,440 171,284 120,703
(545) Maint. of Misc. Hydraulic Plant 8,018 40,646 75,162 64,208

Total Hydraulic Pwr Generation Maintenance 234,285 425,608 2,003,180 1,542,649
Other Power Generation:
(551) Maint. Supervision and Engineering 11,539 11,229 12,589 14,312
(552) Maint. of Structures 7,109 852 687 11
(553) Maint. of Generating and Electric Plant 8,864 18,635 32,875 33,861
(554) Maint. of Misc. Other Pwr Generation Plant 2,075 2,432 1,340 1,864

Total Other Power Generation Maintenance 29,587 33,148 47,491 50,048
Transmission:
(568) Maint. Supervision and Engineering 326,621 287,662 271,472 258,352
(569) Maint. of Structures 85,855 87,878 96,560 125,849
(570) Maint. of Station Equipment 1,219,757 1,397,765 1,484,809 1,493,966
(571) Maint. of Overhead Lines 2,546,174 2,822,917 2,981,845 3,650,428
(572) Maint. of Underground Lines 2,121 260 828 766
(573) Maint. of Misc. Transmission Plant 14,407 15,704 15,718 13,422

Total Transmission Maintenance 4,194,935 4,612,186 4,851,232 5,542,783
Distribution:
(590) Maint. Supervision and Engineering 1,035,480 1,107,960 1,158,079 1,203,555
(591) Maint. of Structures 107,673 35,396 25,782 95,332
(592) Maint. of Station Equipment 849,193 1,032,743 1,218,566 1,219,576
(593) Maint. of Overhead Lines 8,655,049 8,963,081 10,509,462 12,019,670
(594) Maint. of Underground Lines 295,802 311,957 327,345 378,098
(595) Maint. of Line Transformers 924,725 1,000,028 1,103,840 1,068,819
(596) Maint. of St. Lighting and Signal Systems 438,253 435,215 316,820 272,882
(597) Maint. of Meters 103,623 102,811 113,995 104,772
(598) Maint. of Misc. Distribution Plant 144,765 139,184 125,158 107,306

Total Distribution Maintenance 12,554,663 13,128,375 14,899,047 16,470,010
Administrative and General:
(935) Maint. of General Plant 860,937 833,858 765,244 758,037

Total Adm. and General Maintenance 860,937 833,858 765,244 758,037
Total Annual Maintenance Expense: 46,430,492 46,564,522 51,026,994 58,590,266
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Kentucky Utilities Company
Summary of Annual Maintenance Expense
For the Years, 1988 - 2007
1992 1993 1994 1995

Steam Power Generation:
(510) Maint. Supervision and Engineering 3,474,008 3,225,028 3,349,627 3,470,534
(511) Maint. of Structures 2,855,190 3,084,461 3,057,448 3,290,114
(512) Maint. of Boiler Plant 18,051,421 15,029,460 17,638,876 15,755,802
(513) Maint. of Electric Plant 10,297,436 9,292,820 9,066,302 11,496,915
(514) Maint. of Misc. Steam Plant 1,144,390 852,444 931,772 869,300

Total Steam Generation Maintenance 35,822,445 31,484,213 34,044,025 34,882,665
Hydraulic Power Generation:
(541) Maint. Supervision and Engineering 74,577 76,493 73,152 85,485
(542) Maint. of Structures 15,743 55,688 39,028 38,086
(543) Maint. of Reservoirs, Dams & Waterways 98,863 47,314 61,065 32,694
(544) Maint. of Electric Plant 102,748 146,413 81,088 71,117
(545) Maint. of Misc. Hydraulic Plant 167,590 71,063 24 517 28,317

Total Hydraulic Pwr Generation Maintenance 459,521 396,971 278,850 255,699
Other Power Generation:
(551) Maint. Supervision and Engineering 12,294 16,146 39,773 435,271
(552) Maint. of Structures 8,846 775 2,351 64,976
(553) Maint. of Generating and Electric Plant 2,837 12,370 14,361 229,806
(554) Maint. of Misc. Other Pwr Generation Plant 757 1,034 59,633 237,838

Total Other Power Generation Maintenance 24,734 30,325 116,118 967,891
Transmission:
(568) Maint. Supervision and Engineering 328,237 405,546 428,534 576,060
(569) Maint. of Structures 206,368 103,616 114,876 87,278
(570) Maint. of Station Equipment 2,311,275 1,932,189 1,925,638 1,771,408
(571) Maint. of Overhead Lines 3,339,530 3,755,283 3,951,902 3,987,162
(572) Maint. of Underground Lines 69 361 297 15,405
(573) Maint. of Misc. Transmission Plant 10,605 17,595 (2,155) 10,839

Total Transmission Maintenance 6,196,084 6,214,590 6,419,092 6,448,152
Distribution:
(590) Maint. Supervision and Engineering 1,276,354 1,310,144 1,339,347 1,165,937
(591) Maint. of Structures 108,827 79,152 115,569 49,243
(592) Maint. of Station Equipment 1,414,483 1,282,042 1,478,229 1,687,106
(593) Maint. of Overhead Lines 12,972,845 15,323,110 19,058,640 14,015,779
(594) Maint. of Underground Lines 352,565 372,807 344,960 227,716
(595) Maint. of Line Transformers 987,408 1,104,805 1,108,734 1,042,362
(596) Maint. of St. Lighting and Signal Systems 256,099 271,693 276,149 289,078
(597) Maint. of Meters 170,330 147,396 178,964 164,195
(598) Maint. of Misc. Distribution Plant 157,157 170,809 146,943 162,641

Total Distribution Maintenance 17,696,068 20,071,958 24,047,535 18,804,957
Administrative and General:
{935) Maint. of General Plant 919,463 1,252,469 1,228,506 1,232,839

Total Adm. and General Maintenance 919,463 1,252,469 1,228,506 1,232,839
Total Annual Maintenance Expense: 61,118,315 59,450,526 66,134,126 62,592,203
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Summary of Annual Maintenance Expense
For the Years, 1988 - 2007
1996 1997 1998 1999

Steam Power Generation:
(510) Maint. Supervision and Engineering 3,513,184 3,610,193 3,458,397 3,515,194
(511) Maint. of Structures 3,317,761 3,665,128 3,373,097 3,673,223
(512) Maint. of Boiler Plant 17,277,994 21,071,694 23,568,168 19,711,851
(513) Maint. of Electric Plant 10,781,327 6,956,271 4,242,094 4,761,461
(514) Maint. of Misc. Steam Piant 1,168,227 1,185,623 1,340,368 1,013,133

Total Steam Generation Maintenance 36,058,493 36,488,909 35,982,124 32,674,862
Hydraulic Power Generation:
(541) Maint. Supervision and Engineering 70,337 77,877 72,615 70,642
(542) Maint. of Structures 43,620 44,019 71,053 34,500
(543) Maint. of Reservoirs, Dams & Waterways 48,246 47,452 70,180 20,825
(544) Maint. of Electric Plant 54,614 61,637 92,896 209,857
(545) Maint. of Misc. Hydraulic Plant 42,001 27,429 30,722 18,313

Total Hydraulic Pwr Generation Maintenance 258,818 258,414 337,466 354,137
Other Power Generation:
(551) Maint. Supervision and Engineering 198,730 163,836 141,153 146,826
(552) Maint. of Structures 41,949 15,656 39,172 21,975
(553) Maint. of Generating and Electric Plant 348,053 218,292 265,399 475,949
(554) Maint. of Misc. Other Pwr Generation Plant 385,742 273,137 311,632 362,618

Total Other Power Generation Maintenance 974,474 670,921 757,356 1,007,368
Transmission:
(568) Maint. Supervision and Engineering 632,094 596,668 408,753 317,851
(569) Maint. of Structures 75,768 104,978 80,271 31,955
(570) Maint. of Station Equipment 2,027,316 2,298,833 2,225,051 2,780,479
(571) Maint. of Overhead Lines 3,490,148 3,805,145 3,857,688 2,694,918
(572) Maint. of Underground Lines 4,650 297 91 221
(573) Maint. of Misc. Transmission Plant 64,467 11,130 4,535 854

Total Transmission Maintenance 6,294,443 6,817,051 6,576,389 5,826,278
Distribution:
(590) Maint. Supervision and Engineering 1,194,765 1,255,788 1,302,879 1,332,570
(591) Maint. of Structures 38,744 90,507 18,240 12,527
(592) Maint. of Station Equipment 1,544,169 1,422,538 1,700,065 1,525,355
(593) Maint. of Overhead Lines 14,389,188 13,463,211 13,418,302 11,682,789
(594) Maint. of Underground Lines 172,812 146,156 182,357 239,935
(595) Maint. of Line Transformers 972,796 920,110 841,264 770,143
(596) Maint. of St. Lighting and Signal Systems 348,202 459,933 506,989 820,678
(597) Maint. of Meters 132,135 133,996 129,657 93,367
(598) Maint. of Misc. Distribution Plant 208,455 269,016 341,342 218,706

Total Distribution Maintenance 19,001,266 18,161,255 18,441,095 16,696,070
Administrative and General:
(935) Maint. of General Plant 1,573,554 2,593,669 1,513,477 759,766

Total Adm. and General Maintenance 1,573,554 2,593,669 1,513,477 759,766
Total Annual Maintenance Expense: 64,161,048 64,990,219 63,607,907 57,318,481
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For the Years, 1988 - 2007
2000 2001 2002 2003

Steam Power Generation:
(510) Maint. Supervision and Engineering 3,968,409 3,794,379 3,761,102 4,482,860
(511) Maint. of Structures 4,295,208 3,592,992 3,672,373 3,671,417
(512) Maint. of Baoiler Plant 19,824,942 16,775,632 20,107,275 17,808,804
(513) Maint. of Electric Plant 8,841,599 6,311,132 8,903,276 7,441,135
(514) Maint. of Misc. Steam Plant 698,081 646,159 884,905 816,500

Total Steam Generation Maintenance 37,628,239 31,120,294 37,228,931 34,220,916
Hydraulic Power Generation:
(541) Maint. Supervision and Engineering 82,996 76,291 84,888 83,906
(542) Maint. of Structures 61,852 102,539 92,084 129,650
(543) Maint. of Reservoirs, Dams & Waterways 0 0 0 0
(544) Maint. of Electric Plant 198,339 17,075 22,647 54,395
(545) Maint. of Misc. Hydraulic Plant 32,574 29,518 40,838 20,803

Total Hydraulic Pwr Generation Maintenance 375,761 225423 240,457 288,754
Other Power Generation:
(551) Maint. Supervision and Engineering 96,755 68,362 74,768 39,844
(552) Maint. of Structures 105,524 1,103,913 12,316 (969,260)
(553) Maint. of Generating and Electric Plant 494,112 674,081 1,220,029 466,951
(554) Maint. of Misc. Other Pwr Generation Plant 453,752 366,592 606,896 297,856

Total Other Power Generation Maintenance 1,150,143 2,212,948 1,914,009 (164,609)|}
Transmission.
(568) Maint. Supervision and Engineering 76,086 0 211 0
(569) Maint. of Structures 34,895 1,748 0 0
(570) Maint. of Station Equipment 1,147,686 1,295,562 1,093,971 1,130,267
(571) Maint. of Overhead Lines 2,816,365 3,700,364 3,460,838 3,345,631
(572) Maint. of Underground Lines 0 0 0 0
(573) Maint. of Misc. Transmission Plant 0 339,973 247,699 334,851

Total Transmission Maintenance 4,075,032 5,337,647 4,802,718 4,810,749
Distribution:
(590) Maint. Supervision and Engineering 1,342,238 333,290 40,398 29,371
(591) Maint. of Structures (128) 7 0 0
(592) Maint. of Station Equipment 793,941 462,613 502,190 506,857
(593) Maint. of Overhead Lines 10,847,107 11,968,137 14,012,978 17,350,573
(594) Maint. of Underground Lines 788,213 386,393 255,252 509,386
(595) Maint. of Line Transformers 996,492 354,511 90,841 50,489
(586) Maint. of St. Lighting and Signal Systems 1,346,990 722,230 383,554 374,599
(597) Maint. of Meters 149,891 161,109 226,468 (1,980)
(598) Maint. of Misc. Distribution Plant 8,541 6,650 1,190 684

Total Distribution Maintenance 16,274,285 14,394,940 15,512,871 18,819,979
Administrative and General:
(935) Maint. of General Plant 2,139,687 3,729,344 83,102 2,294,722

Total Adm. and General Maintenance 2,139,687 3,729,344 83,102 2,294,722
Total Annual Maintenance Expense: 61,643,147 57,020,596 59,782,089 60,270,511
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2004 2005 2006 2007

Steam Power Generation:
(510) Maint. Supervision and Engineering 3,759,538 4,051,265 4,592 397 4,952,714
(511) Maint. of Structures 4,410,785 4,456,544 4,535,489 5,036,929
(512) Maint. of Boiler Plant 20,536,496 19,774,591 20,380,208 27,400,811
(513) Maint. of Electric Plant 4,436,290 11,035,715 5,407,895 10,556,105
(514) Maint. of Misc. Steam Plant 1,070,738 833,643 1,151,325 1,065,291

Total Steam Generation Maintenance 34,213,847 40,151,758 36,067,314 49,011,850
Hydraulic Power Generation:
(541) Maint. Supervision and Engineering 94,031 107,998 96,497 107,573
(542) Maint. of Structures 92,036 63,237 102,634 144,686
(543) Maint. of Reservoirs, Dams & Waterways 6,600 47,566 0 0
(544) Maint. of Electric Plant 44,265 117,793 79,995 197,756
(545) Maint. of Misc. Hydraulic Plant 49,134 29,148 15,344 5,459

Total Hydraulic Pwr Generation Maintenance 286,066 365,742 294,470 455,474
Other Power Generation:
(551) Maint. Supervision and Engineering 58,291 32,236 30,947 42,895
(552) Maint. of Structures 15,057 110,246 142,707 150,424
(553) Maint. of Generating and Electric Plant 1,391,673 1,897,547 3,090,188 2,975,965
(554) Maint. of Misc. Other Pwr Generation Plant 654,474 188,187 124,990 252,060

Total Other Power Generation Maintenance 2,119,495 2,228,216 3,388,832 3,421,344
Transmission:
(568) Maint. Supervision and Engineering 7 0 0 0
(569) Maint. of Structures 0 0 0 0
(570) Maint. of Station Equipment 1,209,390 1,209,611 1,419,942 1,169,930
(571) Maint. of Overhead Lines 2,369,507 2,570,166 3,230,365 3,515,529
(572) Maint. of Underground Lines 0 0 0 0
(573) Maint. of Misc. Transmission Plant 182,036 274,008 366,416 309,324

Total Transmission Maintenance 3,760,940 4,053,785 5,016,723 4,994,783
Distribution:
(590) Maint. Supervision and Engineering 14,389 4,258 5,742 7,927
(591) Maint. of Structures 0 0 0 0
(592) Maint. of Station Equipment 614,087 1,033,634 1,510,368 813,560
(593) Maint. of Overhead Lines 15,695,121 19,144,279 19,402,799 19,293,285
(594) Maint. of Underground Lines 412,240 451,505 639,610 621,863
(595) Maint. of Line Transformers 75,532 98,681 64,791 112,521
(596) Maint. of St. Lighting and Signal Systems 266,247 232,057 182,499 81,269
(597) Maint. of Meters 0 0 0 0
(598) Maint. of Misc. Distribution Plant 0 834 7,183 11,846

Total Distribution Maintenance 17,077,616 20,965,248 21,812,992 20,942 271
Administrative and General:
(935) Maint. of General Plant 3,433,762 4,491,394 6,296,915 6,416,472

Total Adm. and General Maintenance 3,433,762 4,491,394 6,296,915 6,416,472
Total Annual Maintenance Expense: 60,891,726 72,256,143 72,877,246 85,242,194







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 24
Witness: John J. Spanos
Q-24. Please explain what consideration, if any, was given to annual maintenance
expense data in Mr. Spanos's estimation of service lives, dispersion patterns and

net salvage.

A-24. Maintenance expense is an ongoing activity for utilities. Therefore, Mr. Spanos

considers-any-changes-to-annual maintenance-and whether maintenance practices

will alter capital expenditures. There were no plans to change the current
maintenance practices; therefore, future service lives, dispersion patterns, and net
salvage were not altered by maintenance.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 25
Witness: John J. Spanos

Q-25. If not provided elsewhere, please provide the calculation of the proposed
depreciation rates in electronic format (Excel) with all formulae intact.

A-25. Please see the attachment to the response for AG-16.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 26
Witness: John J. Spanos
Q-26. Does the Company maintain its book reserve by plant account? If not, please
explain why not, and provide the calculation of the 2006 recorded reserve

shown in the Depreciation Study.

A-26. The Company maintains its book reserve by plant account.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 27
Witness: John J. Spanos
Q-27. Was reciprocal, harmonic, or ELG weighting used in any of the depreciation rate
calculations? If yes, please provide all calculations using direct weighting. Also,

provide this in hardcopy and in electronic format (Excel).

A-27. The depreciation study calculations for KU were performed using ELG

weighting—The-attached-doeument-sets-forth-the-depreciation rates using direct
weighting. The electronic Excel files are included on the attached CD.
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KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 28
Witness: John J. Spanos
Q-28. If applicable, please calculate all depreciation rates using the same weighting
procedure used in the current depreciation rates, i.e., the same procedure used the

last time depreciation rates were calculated.

A-28. The spreadsheet in response to AG-27 sets forth the same weighting procedure

—used-in-the-current-depreciation rates-with-the proposed life-and salvage estimates







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 29
Witness: John J. Spanos

Q-29. Please provide the proposed depreciation rates, split into three separate
components: capital recovery, gross salvage and cost of removal.

A-29. The attached document sets forth the proposed depreciation rates split into the
three components. The electronic Excel files are included on the attached CD.
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KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 30
Witness: John J. Spanos
Q-30. If not provided elsewhere, please provide all remaining life calculations
resulting from the Depreciation Study both in hard copy and in electronic

format with all formulae intact.

A-30. The remaining life calculations resulting from the Depreciation Study are set forth

JYI--2-A

TET—-1-Y sk 1 1 1 L o) re—available-1n—ty m
on pages 111-212 through H1-342—The electronic-format-is-available-in—txt-format

as part of the response to AG-16.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 31
Witness: John J. Spanos

Q-31. If not provided elsewhere, electronic (Excel) versions of each net salvage study
prepared for the Depreciation Study, with all formulae intact.

A-31. There is no electronic (Excel) version of the net salvage analyses prepared for the

Depreciation Study. The electronic version in .txt format is part of the response to
A 16

PR N N by BV 2%







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 32
Witness: John J. Spanos
Q-32. If not provided elsewhere, please provide on diskette or CD all workpapers
supporting terminal net salvage (decommissioning) estimates for each account
for which terminal net salvage is a factor. Please include all calculations in

electronic format (Excel), with all formulae intact. Also, explain and provide
an example of how the terminal net salvage estimates are incorporated into Mr.

Spanos's total proposed net salvage estimate.

A-32. There is no terminal net saivage estimate incorporated in the Depreciation Study
performed by Mr. Spanos for Kentucky Utilities.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 33
Witness: John J. Spanos
Q-33. Refer to each net salvage study in the Depreciation Study. For each of the five
years ending 2006 explain whether the Company perceives the gross salvage
and cost of removal as normal or abnormal and why.
A-33. For each plant account, the net salvage analyses over the most recent 5 years
ending2006-in-the-Depreciation-Study;-sets-forth-entries—viewed-to-be normal

However, the level of cost of removal or gross salvage as a percentage of
retirement over the past five years may not be exactly the same in the future.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 34
Witness: John J. Spanos

Q-34. Please explain why there appears to be no retirements, cost of removal or gross
salvage recorded in 2005 for most accounts.

A-34. There are retirements, cost of removal and gross salvage recorded in 2005 for
some accounts, however, many of the transmission and distribution accounts do
not have entries in 2005 due to-a delay in recording.—Many-of these-amounts-were

recorded in 2006 or are still pending due to the large volume of entries to be
processed.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 35
Witness: John J. Spanos

Q-35. If not provided elsewhere, please provide the net salvage estimates of other
companies that Mr. Spanos considered, per page 12 of his testimony.

A-35. The industry statistics that were considered by Mr. Spanos are provided as an
attachment to the response to AG-8.







Q-36.

A-36.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 36
Witness: John J. Spanos
On page 11-29 of the depreciation study, Mr. Spanos states that "The high
removal more recently related to current practices in place." Please explain what
is meant by that statement, and provide an explanation of the current practices in

place that caused the high removal costs.

On page II-29 of the Depreciation Study, Mr. Spanos is describing the

methodology of how he arrived at the net salvage percents for each account, and
specifically Account 365, Overhead Conductors and Devices. The most recent
practice for distribution, which is reflective of the past four or five years, sets
forth the recording of cost of removal based on an allocation of costs incurred to
remove distribution assets. The practice followed the Company in and of itself
does not result in high removal costs and the removal costs will fluctuate over the
years.







Q-37.

A-37.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 37
Witness: Shannon L. Charnas
Please explain, and provide examples of, the Company's retirement unit cost
procedures for each account. Identify all changes to retirement unit costs which

have occurred over the years.

KU employs the retirement unit cost procedure prescribed in the Code of Federal
Regulations—18—CER;—Chapter—1,—SubchapterC,Part 101, Electric Plant

Instructions 10 and 11.

The Company utilizes work orders and a property records system to associate
costs with property record units to ensure accurate accounting for retirements.
For identifiable major units of property the records include the location, cost and
plant account to which the cost is charged. For mass property, cost data is
maintained at an average cost of similar units recorded at the same time.

There have been no changes to retirement unit costs procedures over the years.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 38
Witness: John J. Spanos
Q-38. Were any retirements, classified as sales or reimbursements, excluded from the
life studies? If yes, were the retirements and related gross salvage and cost of

removal also excluded from the net salvage studies?

A-38. No.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 39

Witness: Shannon L. Charnas

Q-39. Please explain the Company's procedures for gross salvage and cost of removal

_
>
(U]

for each plant account. Also, please explain how cost of removal relating to
replacements is allocated between cost of removal and new additions. Provide
copies of actual source documents showing this allocation.

— KU employs the salvage and cost of removal procedures prescribed in the Code of

Federal Regulations 18 CFR, Chapter 1, Subchapter C, Part 101, Electric Plant
Instruction 10.

Gross salvage is the dollar amount received for property retired if sold. Salvage is
recorded by a credit to the depreciation reserve and a debit to cash if the item is
sold or to the material and supplies account if it is used within the utility.

Cost of removal is the cost of demolishing, dismantling, or otherwise removing
plant. It is recorded as a debit to the accumulated depreciation account and a

credit to the accounts affected by the removal project.

Cost of removal is not allocated to new additions.







Q-40.

A-40.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 40
Witness: Shannon L. Charnas
Does KU agree that, in the case of a replacement, KU has control over how much
of the cost of the replacement is assigned to the retirement as cost of removal, and

how much is capitalized to plant-in-service? Please explain the answer fully.

As capital projects are planned, KU takes care to ensure that the proper amount is

charged-to-capital-versus-the-cost-of removal.—As-part-of the estimation process,
each project is analyzed as to how much labor, materials and related overheads
will be needed to remove any existing equipment from the site. If any of the
removed equipment can be resold, a salvage amount is estimated based on the
current market value.

As construction and removal occur, the appropriate cost of removal work order is
charged with the actual cost required to remove the old equipment. The salvage
value is the actual scrap value of the removed material.







Q-41.

>

B
R

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 41
Witness: Shannon L. Charnas
Please provide all manuals, guidelines, memoranda or other documentation
that deals with the Company's policies on the assignment of capital costs and

net salvage with regard to the replacement of retired plant. Also, please provide a
sample workorder for a replacement project, showing these cost assignments.

—KU asslgns ngmfal costs-and-net-s eahmup with reom‘d to_the renlacement of retired

plant as prescrlbed in the Code of Federal Regulatlons 18 CFR, Chapter 1,
Subchapter C, Part 101, Electric Plant Instructions 10 and 11.

The Company utilizes work orders and a property records system to associate
costs of removal and salvage with the associated accumulated provision for cost
of removal and salvage as applicable to such property to ensure accurate
accounting for retirements.

See response to AG-12 for a copy of the Company’s current Capitalization Policy.

See the attached documents for an example of a replacement project showing the
cost assignments and the Capitalization and Retirement Policy and Procedures.
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{Name of Project: GR Boller #5 "0* High Prossure Feodwater Heater Rotube i
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REASONS AND DETAILED DESCRIPTION OF PROJECT
(includa sketch no., if applicabla)

This project will-includa the-removal of the-existing tubs bundie, replacement.of tubes, reingtalling of new bundle and recannection of bypass piping, The
tube work will be preformed by “TE! Struthers® and the pipe cor ions will be prefi d by “Tha State Group”

AFv0e  Tax-y A — 121200

Costof otime - |
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E.ON U.S. LLC Accounting Policy and Procedures

Date 10/15/07
RIS

Capital Additions and Retirements Policy and Procedures

Policy: The Fixed Asset records (capitalization and retirement of assets) of LG&E, KU and
Servco must be maintained according to company guidelines and policies.

Procedure: The procedures for adding and removing capital assets from the financial books of
the company are described in the detailed instructions below.

Scope: All asset additions and retirements of LG&E, KU and Servco.

Objective of Procedure: Ensure that all capital assets and retirements are properly added or
removed from thefinancial-books:

General Requirements:

Detailed Procedures Performed: According to the Corporate Capital Policy guidelines, projects
with a total cost of $2,000 or less will be expensed, and any Authorization for Investment Proposal
(AIP) that is received for $2,000 or less is returned to the Project Manager with an explanation.
All other capital expenditures are subject to mandatory capitalization. All fixed assets are
recorded at cost as mandated by the Federal Energy Regulatory Commission (FERC).

To ensure timely capitalization and retirement of projects, a report is generated by the Fixed
Asset System Administrator on a quarterly basis identifying capital and cost of removal projects
which are in “active” status but having no activity for 90 days or more. This report is sent to
every line of business budget coordinator with a request to update the project status to
“complete” or verify that the project is still active. If the project status is “complete”, the
Property Accounting Department will capitalize it in a timely matter.

Monthly, the Fixed Asset System Administrator generates a report identifying all capital
projects, which are in “completed” or “closed” status with no activity for 90 days or more. The
purpose of this report is to identify projects eligible for capitalization/retirement. The report is
saved on the Property Accounting Department shared drive (fs2\propacct\Oracle
Classification\Job Logs\Current Year Job Logs\Current Month and Company).

During the accounting period, Property Accounting Analysts select projects from this file for
capitalization/retirement. The Property Accounting Analyst uses the Work Order Analysis Checklist
posted on the Property Accounting Department’s shared drive (fs2\propacct\Oracle
Classification\Analysis Tools) to aid in the capitalization and retirement process. This checklist ensures
that fixed asset records are processed consistently by all Property Accounting Analysts, reducing the risk
of misstatement of fixed assets in the financial statements. The capitalization process includes the
following:

e Review AIP.
e__Reconcile capital and cost of removal expenditure charges to the AIP to ensure that all

expenditures have been properly authorized. If the variance compared to the original AIP is T0%

AcctPolicies\PropertyAccounting\Capital Additions and Retirements
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E.ON U.S. LLC Accounting Policy and Procedures

Date 10/15/07

Page 2of4

Capital Additions and Retirements Policy and Procedures

or $100,000 over; (whichever is less subject to a minimum of $25,000), a revised AIP must be
completed as soon as possible.

e Review all project charges to ensure that all charges should be properly capitalized or classified
as cost of removal.

e Reconcile units of property listed on the back of the AIP form to what has been charged to the
project.

e Confirm Construction Work in Process Access Database reconciles to the Transaction Detail
Report less any prior unitizations.

Transaction processing is accomplished in the ORACLE Fixed Asset System with a combination of

manual and automated processes as documented in the Capitalization Procedure Manual maintained in
Property Accounting. The Property Accounting Analyst creates manual as-builts in the Fixed Asset
System for all non-mass property. Mass property such as utility poles, crossarms etc., is unitized through
an automated as-built process. In both processes, costs charged to capital projects are distributed
automatically by the system based on units of property established by the analyst in the case of manual as-
builts, and those established from inventory transactions in the case of automated as-builts. The Property
Accounting Analyst again verifies the segmentation is correct and assigns the asset to a segmented plant
account pursuant to FERC regulations.

The retirement process includes the following:

e Review AIP and the associated retirement/salvage information to determine if a retirement is
listed or should be listed based on a description of the project (i.e., if a project addition is to
replace an asset a retirement should be listed). The Property Accounting Analyst will question
the responsible Budget Analyst if retirements are not listed where it appears they should be.

e Review all project removal charges in the Transaction Detail Report — Actual Cost (RWIP).

Manual retirements are those related to a one time retirement event. The cost (complete or partial) of
manual retirements based on units retired is entered into Oracle Fixed Assets via the Mass Transactions
Function. The cost of manual partial retirements where units are not applicable is entered into Oracle
Fixed Assets via the Asset Workbench. Retirement Work in Process (RWIP) related to manual
retirements is allocated to the appropriate reserve accounts by the establishment of Retirement
Adjustment Assets in Oracle Projects via the PA Capital Analyst Responsibility.

Blanket retirements are those related to ongoing projects which are processed periodically. The requests
for Oracle Fixed Assets retirements and Oracle Projects retirement adjustment assets are created
automatically based upon data supplied from the Work Management system. The job process “Create
Periodic Events” is run to create retirement requests and retirement adjustment assets.

For both manual and automated retirements, the job process “Generate Asset Lines” is run which creates
retirement cost lines for the retirement adjustment assets.

Forbothadditions—and-retirements;- ORACEE-system—eross—validation—rules—prevent-the-analyst from—

choosing invalid units of property, plant accounts and business segment combinations in order to prevent

AcctPolicies\PropertyAccounting\Capital Additions and Retirements
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E.ON U.S. LLC Accounting Policy and Procedures

Date 10/15/07
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Capital Additions and Retirements Policy and Procedures

incorrect data from being entered. An error message is generated in the event of an invalid combination
and the analyst must correct the error before proceeding. In addition, mandatory input fields are required
including in service dates, tax districts, locations, units of property, etc. The Fixed Asset System does not
allow the posting of assets with incomplete data fields.

After the Property Accounting Analyst creates the as-builts in the ORACLE Fixed Asset System, the
work is reviewed as a final check to ensure additions and retirements are compliant with the various
accounting rules (FERC, company guidelines, etc.) by the Property Accounting Senior Accounting
Analyst or other designee who then runs the ORACLE “Generate Asset Lines” Process and the ORACLE
“Interface Asset Lines to Oracle Assets” Process. In the case of Generation projects, the Property

A LT 68 A +

Accounting Analyst runs the ORACEE“Generate-Asset-I-ines” Process-before-the project is passed on to
the Senior Accounting Analyst for review. After the ORACLE “Interface Asset Lines to Oracle Assets”
Process is completed, relevant data including project number, amount added or retired, cost of removal,
salvage amount, and the analyst’s initials are entered into the Oracle Classification Spreadsheet
maintained on the Property Accounting shared drive (fs2\propacct\Oracle Classification\Current Year
Class). The spreadsheet calculates a control total of all additions, retirements, removal and salvage costs
entered by Property Accounting Analysts during the month. The as-built folder is then passed to the
Fixed Asset System Administrator for posting.

Toward the end of the closing period, the Fixed Asset System Administrator notifies the Property
Accounting Analysts via e-mail of the last day to stop all capitalization transactions. At the end of the
closing period, the Fixed Asset System Administrator begins the closing process.

The Fixed Asset System Administrator then runs the ORACLE processes to post all acquisitions for
assets and retirements. These procedures are documented in the “Property Accounting Monthly Closing
Procedures”. This binder is maintained by the Fixed Asset System Administrator and a duplicate binder
is retained by the Manager of Property Accounting.

To ensure that fixed asset listings are complete after posting current period additions and retirements, the
Fixed Asset System Administrator reconciles all addition and retirement postings in the general ledger to
control totals in the Oracle Classification Spreadsheet (fs2\propacct\Oracle Classification\Current Year
Class). Discrepancies are investigated and cleared as discovered. The Manager of Property Accounting
reviews and signs off on the reconciliation. Posting exceptions are identified through the ORACLE “PRC
Tieback Asset Lines from Oracle Assets”. This report is run after the posting of additions and retirements
and before running depreciation. The Fixed Asset System Admuinistrator investigates and resolves each
exception before the next month end close. Once all totals are reconciled, the Fixed Asset System
Administrator runs the depreciation calculations and completes the monthly reconciliation and closing
process. The Fixed Asset System Administrator maintains all supporting documentation in binders stored
in the Property Accounting Department. During the closing process, the Fixed Asset System
Administrator uses a closing checklist saved on the Property Accounting Shared Drive
(fs2\propacct\Closing\Closing Reports\Closing Checklist) to ensure that all steps are completed.

———————————Reports Generated and Recipients:

AcctPolicies\PropertyAccounting\Capital Additions and Retirements
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Capital Additions and Retirements Policy and Procedures

e Plant Additions and Retirement Report.
Additional Controls or Responsibility Provided by Other Procedures:

e General ledger debits and credits for Account 101 Plant in Service should tie to the
additions and retirements.

e Budget Coordinators, Financial Planning personnel and Property Accounting Analysts
review AIPs to confirm assets are to be capitalized.

Regulatory Requirements:
¢ FERC Accounting Guidelines

Reference:
o Code of Federal Regulations 18 PT 101 Electric Plant Instructions

Key Contact: Manager-Property Accounting

Administrative Responsibility: Director, Utility Accounting and Reporting

Date Created: 11/24/04
Dates Revised: 10/15/07
Dates Reviewed.:

AcctPolicies\PropertyAccounting\Capital Additions and Retirements






KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 42
Witness: Shannon L. Charnas

Q-42. Please provide narrative explanations of the Company's aging and pricing
procedures.

A-42. KU employs the pricing procedures prescribed in the Code of Federal Regulations

18 CFR, Subchapter C, Part 101, Electric Plant Instruction 9. Actual cost,

———————————representing—the—amount—of—cash—outlaid—for—property—purchased —orservices
rendered, is employed.

For purposes of aging, an in-service date is assigned to each asset based on the
date such asset is certified as in-service by the project engineer. Facilities are
considered "in service" when they are energized or are used or useful for the
purpose for which they have been constructed.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 43
Witness: John J. Spanos
Q-43. Please identify and explain the Company's expectations with respect to future
removal requirements and markets for retired equipment and materials. Please

provide the basis for these expectations.

A-43. There are no changes to the Company s current expectatlons with respect to future

removal requirements-and markets-for-retired CLiulyuluuL The-typieal-practice-is
equipment removed from service through retirement is evaluated for possible
reuse. If it is not able to be reused, then it is scrapped. There is minimal scrap
value for most assets.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 44
Witness: Shannon L. Charnas
Q-44. Please provide the Company's construction and capital budgets for the years 2007-
2011 inclusive. Please identify all retirements, replacements, new additions

and cost of removal reflected in these budgets. Please provide by account
where available and explain how the cost estimates are derived for these items.

A-44—See the attached three=year-capital- budget-filed-with-the KentuckyPublic-Service
Commission on March 28, 2008, in conjunction with the Powergen/LG&E
Energy Corp. merger in Case No. 2000-095. Five-year capital budgets are not
developed.
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Charnas

E.ON U.K. Ltd (formerly Powergen LTD, formerly Powergen plc), E.ON U.S. LLC (formerly LG&E Energy LLC,
formerly LG&E Energy Corp.), Louisville Gas and Electric Company, and Kentucky Utilities Company
Case No. 2000-095 - Response to Summary of Findings, No. 15
Three-Year Capital Budgets

| $ 000,000's |
Change from Prior Report
| Increase; (Decrease) |
2008 2009 2010 2008 2009
Louisville Gas & Electric Company -
Generation 5 100.7 $ 106.2 $ 122.6 $ 1.0 5 39
Transmission 17.5 11.6 10.2 2.6 62)"
Distribution 96.3 97.0 98.8 24.0 19.3
Cust Svc, Sales & Mkting (incl Metering) 4.0 3.7 4.0 0.1 0.2)
Information Technology 29.2 13.2 10.2 (0.5) (0.8)
Other 2.8 37 2.5 0.5 1.3
Total $ 250.5 $ 2354 $ 2483 $ 27.7 $ 17.3
Kentucky Utilities Company - .
Generation 5 657.9 $ 241.4 $ 167.2 $ 56.8 3 (353) *
Transmission 50.6 35.9 25.9 8.2 ©.8) '
Distribution 69.5 75.5 734 122 14.5
Cust Svc, Sales & Mkting (incl Metering) 2.6 22 24 0.5 0.3
Information Technology 28.0 14.3 10.7 0.4 0.1)
Other 1.8 2.8 1.6 0.4 1.5
Total $ 810.4 $ 3721 $ 2812 $ 78.5 $ (28.9)

Note(s) -

1. Accelerated project schedules and capital expenditures in 2007 and 2008
2. Delay of Ghent 2 SCR and spend on other environmental equipment







Q-45.

A-45.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 45
Witness: John J. Spanos

Please explain how the Company accounts for third party reimbursements and
how they are reflected in the Depreciation Study.

The Company accounts for third party reimbursements as prescribed in the Code
of Federal Regulations 18 CFR, Chapter 1, Subchapter C, Part 101, Electric Plant
Instruction 2, paragraph D and Electric Plant Instruction 3, paragraph A(8) and in

the instructions for Account 108,

Insurance proceeds received, related to the retirement of a capital asset, are
recorded as a credit to Account 108 consistent with FERC instructions for
Account 108.

All third party reimbursements are reflected in the Depreciation Study as a
reduction in net plant consistent with FERC regulation.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 46
Witness: John J. Spanos

Q-46. If third-party reimbursements were excluded from the net salvage studies, was the
related retirement also excluded from the life studies?

A-46. Third party reimbursements were not excluded from the net salvage studies.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565

Witness: Shannon L. Charnas

Question No. 47

Q-47. For 2006 please identify the amount and proportion of each account that was
capitalized as overhead to construction and the proportion and amount that was
treated as an annual expense.

A-47. Please see the table below for the amount and proportion of overheads charged to
Capital;-the Income-Statement and Other Balance Sheet Accounts for 2006

Other Balance

Capital Income Statement Sheet Total
Burden Component $ % $ Yo 3 % )
Offduty - Accounts
184001-184031 $2,731,150 20% $10,220,952 73% $1,037,802 7% $13,989,904
Benefits - Accounts
184040-184075 and
184096-184119 9,813,692 20% 35,607,942 73% 3,572,518 7% 48,994,152
Payroll taxes -
Account 236 1,489,877 19% 5,687,636 74% 523,719 7% 7,701,233
Stores Expense -
Account 163 3,305,873  77% 1,001,659 23% 12,828 0% 4,320,360
Admin and General
- Account 184076 1,624,075  97% - 0% 45,830 3% 1,669,905
Local Engineering -
Account 184.6 7,776,629  100% - 0% - 0% 7,776,629
Total $26,741,297 32% $52,518,189 62% $5,192,696 6% $84,452,182







Q-48.

A-48.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 48
Witness: John J. Spanos
Do Mr. Spanos's net salvage estimates for mass property accounts incorporate
inflation expected to be incurred in the future? If yes, provide the net present value

of all of these ratios.

The net salvage estimates for mass property accounts have been determined by
Mr. Spanos in the same fashion as has been determined by all of his studies and

the traditional methodology utilized by almost all utilities across the United States
and Canada. The cost of removal and gross salvage are the last record of the
service value of an asset when taken out of service.

Therefore, the net salvage estimates in this study are calculated using historical
data of plant retired each year with the corresponding cost of removal and gross
salvage incurred for the retired assets. Consequently, the annual retirements are
based on the original cost installed and the cost of removal and gross salvage are
recorded in the final year in service. These annual percentages are used in the
determination of future net salvage accruals. Consequently, net salvage percents
are traditionally calculated based on plant dollars installed earlier in time than the
time period the cost of removal is booked. This is the only way to calculate net
salvage in an equitable fashion for ratepayers today and in the future.

As a result, no inflation is added to the percentages for future recovery, just the
comparable percentages of the historical data. No net present value ratios were
calculated for the mass property accounts.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 49
Witness: John J. Spanos
Q-49. Is it correct that Mr. Spanos's mass property cost of removal estimates
extrapolate past inflation into the future cost of removal estimate? If not, please

explain why not.

A-49. Mr. Spanos’ mass property estimates for net salvage incorporate the ratio of
annual original cost of plant retired to the summation of annual scrap value of the

asset minus the cost to remove the asset. Therefore, historical activity is utilized
for estimating future estimates. The net salvage estimates are calculated from
different time periods, however, that is the only way to insure full recovery so the
changes in the costs are a basis for the estimate.







Q-50.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 50
Witness: Shannon L. Charnas

Please provide a comparison of the annual cost of removal and gross salvage
amounts shown on the Company's federal tax returns with the corresponding
book amounts, for the last 5 years. Provide the annual deferred tax expense
associated with each of the differences. Also, provide the beginning and ending
accumulated deferred tax balances and state whether they are rate base additions
or rate base deductions.

A-50.

See attached. The 2007 tax return has not been completed yet. The attached table
is the last five years of available information for tax and books. The tax return
amounts represent a tax deduction claimed for the Cost of Removal (COR) and
income for salvage. For tax return purposes salvage is segregated from COR as
Gain/Loss. The book amounts are the charges to the reserve (Account 108).
Amounts on the table do not include the COR in the book depreciation rates.
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Q-51.

A-51.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 51
Witness: John J. Spanos
Provide all alternative calculations of the net present value of future net salvage
estimates that Mr. Spanos has contemplated, written about, or addressed in
presentations over his career. Explain the pros and cons of each alternative

approach.

Mr. Spanos has not contemplated, written about or addressed in presentations

alternative calculations of the net present value of future net salvage in his career,
other than his continual rebuttal of the methodology presented by Snavely,
O’Connor, King & Majoros.

The cons of each of the methodologies presented by Snavely, O’Connor, King &
Majoros are intergenerational inequities for ratepayers and underrecovery of the
full service value of the asset during the time the asset is in service.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 52
Witness: John J. Spanos

Q-52. If not provided in the workpapers, please provide the retirement rate
analysis ranking of best-fit life/curve combinations for each account.

A-52. The retirement rate analysis and the respective curve fitting calculation
workpapers are included as an attachment to the response to AG-1.







Q-53.

A-53.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 53
Witness: John J. Spanos
For any accounts where Mr. Spanos did not base his service life/curve
selection on the results of his retirement rate analysis, explain why he did
not. Also, explain in detail how those service live/curve combinations were

selected.

Mr. Spanos has stated for which accounts the historical results of the retirement

rate analysis was a major component of the service life and survivor curve (pages
I1-24 and II-25). He also discusses within the Depreciation Study, on page 11-24,
the factors that were involved in determining all of the accounts.

Thus, the accounts where the historical data was not conclusive or representative
of future life characteristics, Mr. Spanos combined the past estimate for this
Company, the industry ranges and future plans of the Company for each account
to develop his selection of the most appropriate life and survivor curve
combination. There is informed and experienced judgment for each estimate
selected, however, there is not any specific mathematical computation performed
on the estimates of other utilities.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 54
Witness: John J. Spanos

Q-54. Please provide copies of any and all actuarial and semi-actuarial studies
prepared by the Company since the last depreciation studies.

A-54. The Company has not prepared any actuarial or semi-actuarial studies since the
last depreciation study submitted in the Company’s last general rate case
proceeding, Case No. 2003-00434







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 55
Witness: John J. Spanos
Q-55. Identify and explain all Company programs which might affect plant lives.
A-535. There are no specific plans in place as the Company continually evaluates capital
and maintenance needs by project for each production unit and mass asset class.

All replacement projects are determined to maintain quality service to the
customers and integrity of the asset lives.







Q-56.

A-56.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 56
Witness: J. Scott Cooke
Please provide all internal life extension studies prepared by the Company
since January 1, 2000. Life extension refers to any program, maintenance or
capital, designed to extend lives and/or increase capacity of existing plant.

Identify the functions to which these studies relate.

Following a generator failure on Pineville 3 on November 20, 2001, KU

performed a Life Assessment Study on the unit. Details of this study have
formerly been provided in the evaluation titled Pineville Unit 3 Generator Failure
Evaluation Repair/Retire Analysis dated January 31, 2002, in Case No. 2002-
00367, Response 22 in the Second Data request of the Attorney General. Based
upon the results of this study, KU retired Pineville 3 on December 31, 2001.

Green River 1 & 2 were retired on December 31, 2003 after a detailed internal
evaluation. Details have formerly been provided in the evaluation titled Phase II
Evaluation of the Economic Viability of Green River Units 1 and 2, in Case No.
2003-00434, Response 15.b(1) in the Second Data Request of the Kentucky
Commission Staff.

Following the approvals and orders to transfer Lock 7 from both the FERC
(FERC Project No. 539-006) and the Kentucky Commission in Case No. 2005-
00405, KU’s Lock No. 7 (generators 1-3) was sold to Lock 7 Hydro Partners,
LLC (“Lock 7 Partners™) on December 29, 2005. All studies were filed with Case
No. 2005-00405 with the Kentucky Commission, which can be found at the
following website address: http://psc.ky.gov/pscscf/2005%20cases/2005-00405/.

KU completed a Life Assessment Study on Tyrone 1 & 2 in January 2007. A
third party, Sargent & Lundy, completed an engineering assessment on the units
as a part of the Life Assessment Study. Based upon this study, the Operating
Committee voted to retire Tyrone 1 & 2 as of February 26, 2007. This assessment
was provided in the March 2, 2007 supplemental response to Kentucky
Commission Staff’s Interrogatories of February 8, 2007 in the two-year FAC
review approved by the Kentucky Commission in Case No. 2006-00509. Details
of that case, including the life assessment performed, can be found at
http://psc.ky.gov/pscscf/2006%20cases/2006-00509/KU_Response 030207.pdf.



http://psc.ky.gov/pscscf/2005%20cases/=!005-00405
http://psc.ky.ljov/pscscf/2006%20cases/2OO6-00509/KU




KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 57

Witness: John J. Spanos / Shannon L. Charnas

Q-57. Provide the following information for all final retirements for the last 15
years. If requested data is not available for the last 15 years, provide the
data for as many years as are available.

Date of retirement
Amount of retirement

A-57.

o po e

Account

Reason for retirement

Whether or not retirement was excluded from historical interim
retirement rate studies.

Kentucky Utilities Company has recorded two final retirements of generating
facilities in the past 15 years. The first retirement was at Pineville Unit 3 and the
second was at Tyrone Units 1 & 2. The tables below set forth the information for
parts a) and d) of the response. However, it should be understood the retirement
of Tyrone Units 1 & 2 was outside the scope of the study as analysis ended as of
December 31, 2006.

a-d.

Pineville Unit 3

a. Date of retirement December 2002
b. Amount of retirement  $9,934,337

c. Accounts 311-316

d. Reason for retirement  Catastrophic Failure

Tyrone Units 1 & 2

a. Date of retirement March 2007
b. Amount of retirement  $5,380,367
¢. Accounts 311-316

d. Reason for retirement  End of economic useful life

The Pineville Unit 3 retirement was inadvertently included in the interim
retirement rate analyses; however, recalculation did not result in any major
impact in the statistical analysis of the interim survivor curve. The revised
steam account analysis is included on the attached CD.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 58
Witness: Shannon L. Charnas

Q-58. Please provide the ARO/ARC calculations for each of KU's property accounts
assuming that KU has legal AROs for all of its plant.

A-58. Please see the files included on the attached CD for the ARO/ARC calculations as
of 12/31/2006 for the AROs established by the Company. KU does not have
AROs on all of its plant—only those required by SFAS No. 143 and FIN 47.







Q-59.

A-59.

KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 59
Witness: John J. Spanos

Describe the relationship of the dollars in Mr. Spanos's life studies to the
actual unpriced retirement units to which they relate.

The dollars reflected in Mr. Spanos’ retirement rate analyses set forth assets
exposed to retirement by age interval and those dollars retired at each age interval.
Therefore, all dollars in the life analyses reflect assets that have been placed in

service for the designated experience band and those assets that have survived to
the respective age intervals. The life analysis performed by Mr. Spanos is done
on a dollar basis not a unit basis.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 60
Witness: John J. Spanos

Q-60. Provide and explain all life studies (actuarial or semi-actuarial) Mr. Spanos
conducted for KU using actual unpriced retirement units.

A-60. The actuarial life studies presented by Mr. Spanos in Kentucky Utilities’
Depreciation Study are the basis for his life estimates. These studies set forth the
dollars added and retired over the life of the account.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 61
Witness: John J. Spanos

Q-61. Page I1-27 of the depreciation study indicates that Tyrone Units 1 and 2 were
slated for retirement in 2007.

a. Were these units retired?
b. If the units were retired, please provide all accounting entries related to
those retirements. Include a schedule showing the dollar impact on each

plant account.

c. If they were not retired in 2007 please provide all retirement plans
related to these units.

d. Provide all decommissioning plans specifically related to the retirement
of these units.

A-61. a. Tyrone Units 1 and 2 were retired in 2007. Some amounts of these units
are still on the books that were common to Unit 3.
b. The attached documents set forth the plant dollars retired by account in
2007 for the Tyrone Units 1 & 2.
c. Assets were retired in 2007.
d. There are no specific decommissioning plans for these two units at this

time since Unit 3 is still in operation. No decommissioning component of
the depreciation rate has been calculated or established as part of this
Depreciation Study.
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KENTUCKY UTILITIES

SUMMARY OF DATA FROM COMPANY RECORDS
COMPILED FOR SERVICE LIFE STUDIES

TR

GR CO CD

56 04
56 04
56 04
56 04

TOTAL

QO OO

TRAN ADJ INST
YEAR YEAR YEAR

2007
2007
2007
2007

1948
1970
1971
2001

TRANSACTION

AMQUNT

505.
301.
127.
9,771.

10,706.

70CR
56CR
60CR
96CR

82CR

CLASSI-
FICATION

Page 1 of 5
Spanos




Attachment to Question No. AG-1-61

Page 2 of 5
Spanes
KENTUCKY UTILITIES
SUMMARY OF DATA FROM COMPANY RECORDS
COMPILED FOR SERVICE LIFE STUDIES
TR TRAN ADJ INST TRANSACTION CLASSI-
ACCT GR CO CD YEAR YEAR YEAR AMOUNT FICATION
312.00 56 04 0 2007 1948 2,316,454.74CR
312.00 56 04 0 2007 1949 237,536.61CR
312.00 56 04 0 2007 1950 891.85CR
312.00 56 04 0 2007 1951 2,017.64CR
312.00 56 04 0 2007 1954 57,233.59CR
312.00 56 04 0O 2007 1960 2,172.29CR
312.00 56 04 0 2007 1971 447,739.25CR
312.00 56 04 0 2007 1972 3,390.14CR
312.00 56 04 0 2007 1978 21,030.05CR
312.00 56 04 0 2007 2000 21,257.64CR
TOTAL 3,109,723 .80CR




Attachment to Question No. AG-1-61

KENTUCKY UTILITIES

SUMMARY OF DATA FROM COMPANY RECORDS
COMPILED FOR SERVICE LIFE STUDIES

TR TRAN ADJ INST TRANSACTION CLASSI-
ACCT GR CO CD YEAR YEAR YEAR AMOUNT FICATION
314.00 56 04 0 2007 1948 1,523,152.76CR
314.00 56 04 0 2007 1954 670.56CR

TOTAL 1,523,823.32CR

Page 3 of 5
Spanos




Attachment to Question No. AG-1-61

KENTUCKY UTILITIES

SUMMARY OF DATA FROM COMPANY RECORDS
COMPILED FOR SERVICE LIFE STUDIES

Page 4 of 5
Spanos

TR TRAN ADJ INST TRANSACTION CLASSI -
ACCT GR CO CD YEAR YEAR YEAR AMOUNT FICATION
315.00 56 04 0 2007 1948 592,700.26CR
315.00 56 04 0 2007 1949 77,198.36CR
315.00 56 04 0O 2007 1950 18,612.27CR
315.00 56 04 0 2007 1951 1,220.07CR
315.00 56 04 0 2007 1954 3,860.34CR
315.00 56 04 0 2007 1955 441.15CR
315.00 56 04 0 2007 1959 4,406.22CR
315.00 56 04 0 2007 1960 1,312.42CR
315.00 56 04 0O 2007 1965 21,252.17CR
315.00 56 04 0 2007 1983 10,983.65
315.00 56 04 0 2007 1991 18,78611ICR
TOTAL 728,805.72CR
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KENTUCKY UTILITIES

SUMMARY OF DATA FROM COMPANY RECORDS
COMPILED FOR SERVICE LIFE STUDIES

TR
CO CD
04 O
04 O
04 O
04 O
04 O
04 O
04 O

TOTAL

TRAN ADJ INST
YEAR YEAR YEAR

2007
2007
2007
2007
2007
2007
2007

1948
1949
1850
1954
1961
1969
1972

TRANSACTION
AMOUNT

3,473.35CR
1,279.42CR
66 .84CR
993.60CR
1,394.89CR
989.11CR
769.64CR

8,966.85CR

CLASSI-
FICATION

Page 50f 5
Spanos







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 62
Witness: John J. Spanos

Q-62. Page II-27 of the depreciation study indicates that Pineville Unit 3 and
Haefling Units 1, 2 and 3 will be retired in 2010, 2 years hence. Please
provide all specific plans related to these upcoming retirements, including
decommissioning plans.

A-62. The majority of Pineville Unit 3, $9.9M of the $10.3M in assets, was retired in
December 2002. The remaining assets are almost fully recovered, as only $673
remains to be depreciated over the next few years. Consequently, the Unit has,
for all intents and purposes, been retired and no immediate plans for
decommissioning have been established.

The Haefling Units 1, 2 and 3 have only a small percentage of future accruals
over the next few years. There is no immediate plan to decommission the units.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 63
Witness: John J. Spanos
Q-63. Was the life span methodology utilized in the prior depreciation studies? If
so, please provide a comparison, by account and location, of the probable
retirement year forecasted in the prior studies, with the probable retirement

year forecasted in the Depreciation Study submitted in this case.

A-63. The life span methodology was utilized in the prior depreciation studies. The

attached document sets forth the probable retirement year for each unit by the
most recent prior studies and this Depreciation Study. All accounts under each
unit shown in the table would have the same retirement year.
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Pagelofl
Spanos
KENTUCKY UTILITIES
PRODUCTION UNIT LIFE SPAN COMPARISON
2006 2002
Life Span Life Span

Unit Date Date
Tyrone Units 1 & 2 2007 2005
Tyrone Unit 3 2018 2020
Green River Units 1 & 2 2018 2004
Green River Unit 3 2018 2020
Green River Unit 4 2018 2020
E W Brown Steam Unit 1 2026 2020
E W Brown Steam Unit 2 2026 2020
E W Brown Steam Unit 3 2026 2020
Ghent-Unit-1-Scrubber 2026 2022
Ghent Unit 1 2026 2022
Ghent Unit 2 2027 2025
Ghent Unit 3 2036 2029
Ghent Unit 4 2036 2032
Ghent Locomotive Rail Cars - 2032
System Laboratory 2036 2032
Pineville Unit 3 2010 2003
Dix Dam 2036 2022
Lock 7 N/A 2004
E W Brown CT Unit 9 Gas Pipe 2036 2024
E W Brown CT Unit 5 2036 2031
E W Brown CT Unit 6 2036 2028
E W Brown CT Unit 7 2036 2029
E W Brown CT Unit 8 2036 2029
E W Brown CT Unit 9 2036 2024
E W Brown CT Unit 10 2036 2025
E W Brown CT Unit 11 2036 2025
Paddy's Run Generator 13 2036 2031
Trimble County CT Unit 5 2036 2032
Trimble County CT Unit 6 2036 2032
Trimble County CT Unit 7 2036 N/A
Trimble County CT Unit 8 2036 N/A
Trimble County CT Unit 9 2036 N/A
Trimble County CT Unit 10 2036 N/A
Trimbel County CT Pipeline 2036 2032
Haefling Units 1,2 & 3 2010 2010







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 64
Witness: John J. Spanos

Q-64. Do the life span analyses include interim additions? If so, please provide
a detailed explanation of how and why interim additions are included.

A-64. No.







KENTUCKY UTILITIES COMPANY

Response to the Attorney General’s
Initial Requests for Information Dated February 4, 2008

Case No. 2007-00565
Question No. 65
Witness: John J. Spanos

Q-65. Identify all circumstances unique to Kentucky that the Company believes
influences or has an impact on the life span estimates.

A-65. There are no known circumstances unique to Kentucky that the Company believes
influence or have an impact on the life span estimates.







