Mr. Jeff DeRouen

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

Frankfort, Kentucky 40601

July 6, 2010

RE: Joint Application of PPL Corporation, E.ON AG, E.ON US Investments
Corp., E.ON U.S. LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company For Approval of An Acquisition of
Ownership and Control of Utilities — Case No. 2010-00204

Dear Mr. DeRouen:

Please find enclosed and accept for filing the original and twelve (12) copies of
the Joint Response of PPL Corporation, E.ON AG, E.ON US Investments
Corp., E.ON U.S. LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company to the Lexington-Fayette Urban County Government’s
Requests for Information dated June 21, 2010, in the above-reference matter.

Should you have any questions regarding the enclosed, please contact me at
your convenience.

Sincerely,

,onnie E. Bellar

cc: Parties of Record

1)1

E.ON U.S. LILC

State Regulation and Rates
220 West Main Street

PO Box 32010

Louisville, Kentucky 40232
www.eon-us.com

Lonnie E. Bellar

Vice President

T 502-627-4830

F 502-217-2109
lonnie.bellar@eon-us.com


http://www.eon-us.com
mailto:lonnie.bellar@eon-us.com

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

JOINT APPLICATION OF PPL CORPORATION,
E.ON AG, E.ON US INVESTMENTS CORP.,

E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC
COMPANY AND KENTUCKY UTILITIES
COMPANY FOR APPROVAL OF AN ACQUISITION
OF OWNERSHIP AND CONTROL OF UTILITIES

CASE NO.
2010-00204

N N N Sww o e’

JOINT RESPONSE OF
PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY
TO THE
LEXINGTON-FAYETTE URBAN COUNTY GOVERNMENT’S
REQUESTS FOR INFORMATION
DATED JUNE 21, 2010

FILED: July 6, 2010



VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, S. Bradford Rives, being duly sworn, deposes and says he is Chief
Financial Officer of E.ON U.S. LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company, and an employee of E.ON U.S. Services Inc., that he has personal knowledge
of the matters set forth in the responses for which he is identified as the witness, and the answers

contained therein are true and correct to the best of his information, knowledge and belief.

I RAA e

S. BRADFORD RIVES

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

1 5% -
this |>* dayof 31\\(,. 2010.

o O &7 (spaL)

Notary Public | ) g 40

My Commission Expires:

/)M)Dm/g%’( (:;{, 20/




VERIFICATION

COMMONWEALTH OF PENNSYLVANIA )
) SS:
COUNTY OF LEHIGH )

PAUL A. FARR, being duly sworn, deposes and says that he has read the
foregoing responses and exhibits and knows the matters contained therein; that said

matters are true and correct to the best of his knowledge and belief.

(L

PAUL A. FARR

Subscribed and sworn to before me, a Notary Public in and for the above

County and State, on this l day of Qd/( IA/ , 2010.

Notar?fubhc

COMMONWEALTH OF PENNSYLVANIA

NOTARIAL SEAL
DIANE M. KOCH, NOTARY PUBLIC
CITY OF ALLENTOWN, LERIGH COUNTY
MY COMMISSION EXPIRES SEPT, 29, 2011

My Commission Expires:

C{I/ 20 { 20




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says he is Vice
President of State Regulation and Rates of Louisville Gas and Electric Company and Kentucky
Utilities Company, and an employee of E.ON U.S. Services Inc., that he has personal knowledge
of the matters set forth in the responses for which he is identified as the witness, and answers

contained therein are true and correct to the best of his information, knowledge and belief.

'NNIE E. BELLAR

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

this (2 day of j:,c(\Zf , 2010.

Jﬁ/m Ao q (f/é,a (SEAL)

Notary Public ’J

My Commission Expires:

/)Mv«fw(ﬂim OII 20/0




VERIFICATION

COMMONWEALTH OF PENNSYLVANIA )
) SS:
COUNTY OF LEHIGH )

WILLIAM H. SPENCE, being duly sworn, deposes and says that he has read the
foregoing responses and exhibits and knows the matters contained therein; that said

matters are true and correct to the best of his knowledge and belief,

n_—

WILLIAM H. SPENCE

Subscribed and sworn to before me, a Notary Public in and for the above

County and State, on this _j___ day of &_4( ( //" , 2010.
X} MfM (L /ﬂ \% (4

Notary Public

COMMONWEALTH OF PENNSYLVANIA

NOTARIAL SEAL
DIANE M. KOCH, NOTARY PUBLIG
CITY OF ALLENTOWN, LERIGH COUNTY
MY COMMISSION EXPIRES SEPT. 29, 2011

My Commission Expires:

g2 201




VERIFICATION

STATE OF NEW YORK )

COUNTY OF(%ZZJ %\/L., § o5

The undersigne(QKarl-Heinz Feldmann, being duly sworn, deposes and says he is the

General Counsel of E.ON AG, he has personal knowledge of the matters set forth in the
responses for which he is identified as the witness, and the answers contained therein are true

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

ARAY.

KARL-HEINZ FELDMANN

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

23
— day of A , 2010.

@//[ﬂﬂ @4% %%W’(SEAL)

Notary Publi(c//
My Commission Expires:







PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 1
Responding Witness: S. Bradford Rives / Paul A. Farr
Q-1.  What is the current estimate of the closing date for the acquisition?
A-1. The closing date is dependent upon various external events including various

regulatory approvals. However, the Joint Applicants currently expect to close the
transaction during the fourth quarter of 2010.






PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 2
Responding Witness: Lonnie E. Bellar / William H. Spence

Q-2. Are the Joint Applicants willing to accept additional conditions or commitments
placed on them by the Commission in order to have the acquisition approved?

A-2. Please see response to AG 1-53.






PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP,,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 3
Responding Witness: Lonnie E. Bellar

Q-3. How many employees did Kentucky Ultilities have at the end of calendar year
2009? For each of the last 10 years, list the number of employees at the start of
the year, the number of positions eliminated, the number of positions added, and
the number of new employees gained as a result of any mergers.

A-3.  Kentucky Utilities had 965 employees at the end of calendar year 2009. The
number of employees at the start of the year for the previous nine years is noted
below; 2001 data is not available. The Company does not track positions based
on number eliminated or number added. The Company has not added new
employees to Kentucky Utilities resulting from mergers.

# Employees at the
Start of Each Year

2010 965

2009 977

2008 954

2007 940

2006 929

2005 948

2004 941

2003 948

2002 1,015

2001 | Data not available







PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,

E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND

KENTUCKY UTILITIES COMPANY
CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 4

Responding Witness: Lonnie E. Bellar

How many employees does Kentucky Utilities currently have? For all such
employees, provide a job title and description of duties.

a.

Do the Joint Applicants anticipate a reduction in any of the employees if the
acquisition is approved? If so, please explain how many, why, and which
types of employees are to be reduced. Please provide a copy of any and all
documents that demonstrate a requirement that the number of employees will
remain substantially the same if the acquisition is approved.

Are the Joint Applicants willing to accept a condition as part of the approval
of the proposed acquisition that they will not substantially reduce the existing
level of employees provided in the responses above? If so, for what period of
time? In the event that such a condition is unacceptable, please state why.

Kentucky Utilities currently has 970 employees. A job title and description of
employee duties has been provided in the attachment.

a.

No, please refer to the Regulatory Commitments Nos. 16 and 34. These
commitments provide for continued staffing levels and headquarters
operations.

Please see response to AG 1-53.
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PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. §
Responding Witness: S. Bradford Rives / William H. Spence

Q-5. Do the Joint Applicants anticipate that there will be any consolidation of
management, workforce, facilities, customer service center(s), financial services
operations, etc., if the acquisition is approved? If so, please explain in detail,
particularly as to Kentucky Ultilities.

A-5. No such plans currently exist. Please refer to Exhibit B to the Purchase and Sale
Agreement in which PPL agrees to offer to make to the Commission in this
proceeding certain regulatory commitments regarding the future operations of
LG&E and KU (the “Regulatory Commitments”), including those made with
respect to management and workforce.






PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 6
Responding Witness: S. Bradford Rives / William H. Spence
Q-6. Explain in detail any and all of the differences in management, services,
performance, etc., that any of the Joint Applicants anticipate will result if the
acquisition is approved?
A-6. See Exhibit B in the Purchase and Sale Agreement for Regulatory Commitments

made by PPL with respect to the impact of the transaction on management,
service and performance.






PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21,2010

Question No. 7
Responding Witness: S. Bradford Rives / Paul A. Farr

Q-7. What rate of growth in customers, net income and dividends has been projected
for Kentucky Utilities by the Joint Applicants?

A-7. The Joint Applicants have not independently projected a rate of growth in
customers, net income and dividends for KU. ‘






Q-8.

A-8.

PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 8
Responding Witness: Lonnie E. Bellar

Provide a copy of each newsletter or other communication sent to employees of
Kentucky Utilities regarding the acquisition.

Please see attached.



Attachment to Response to LFUCG Question No. 8

Page 1 of 14
Bellar
e-on|us
Employee Bulletin
April 28, 2010 E.ON U.S. LLC

220 West Main Street
P.0. Box 32030
Louisville, Kentucky 40232

PPL to Acquire E.ON U.S.

- Headquarters and Management of LG&E and KU to Remain Unchanged ;";3;":2': ::;?ummmns

- No Downsizing of LG&E and KU Work Forces F 502-627-3629

- Combination Creates Strong Partnership for LG&E, KU and the Served internal.communications
Communities @eon-us.com

- Companies to Maintain Commitments to Local Communities and
Charitable Giving

Dear Employees:

I’m proud to announce that E.ON and PPL Corporation of Allentown, Pa., have
reached a definitive agreement for the sale of E.ON U.S. to PPL for $7.625
billion.

This transaction brings commitments from PPL that make this a winning
combination for employees, customers, investors and the Commonwealth of
Kentucky. These commitments, created in part through discussions with
Governor Steve Beshear and Mayor Jerry Abramson, ensure that the
headquarters remain in Kentucky for 15 years, the management team remains
intact, no jobs will be lost as a result of the transaction, our community
investment levels remain unchanged and our support of economic development
continues.

PPL Corporation is a large Fortune 500 company with regulated operations and
unregulated activities in the U.S. and the United Kingdom. It is an outstanding
company with a strong commitment to its customers and the communities it
serves and will be a great asset for the Commonwealths of Kentucky and
Virginia.

We have been meeting with PPL and its Chairman and CEO, Jim Miller, and
they have quickly embraced the commitments to Kentucky that have marked
our time with E.ON. It is evident they committed to your expertise and talents,
which have made this company one in which they would seek ownership.

Additionally, in recognition of the community relationships E.ON has built as
our parent company over the past decade, E.ON announced it will make the

13
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Attachment to Response to LFUCG Question No. 8
Page 2 of 14

Bellar

following donations: $2 million to the University of Kentucky for clean coal
research; $2 million to the University of Louisville for engineering and energy
efficiency programs; and $2 million to the E.ON U.S. Foundation for
community and charitable needs.

We expect to close the transaction before year-end following regulatory
approvals. As we move through the process we will keep you apprised of
further developments.

Sincerely,

4

Vic Staffieri
Chairman, CEO and President

(View personal message from Staffieri on the intranet.) — ADD LINK

PPL Commitments
PPL is dedicated to being a strong partner to LG&E, KU and the communities
in which they operate. As part of this commitment, PPL noted that:

¢ LG&E and KU Will Maintain Existing Headquarters and Names:
The corporate headquarters will remain in Louisville. LG&E and KU
will also maintain their headquarters in Louisville and Lexington,
respectively, and will continue to operate under their current names.

e Management Team Remains in Place and in Kentucky: Local
leadership of E.ON U.S. will remain intact, continuing their current
duties and responsibilities — in Kentucky — running the day-to-day
operations of LG&E and KU.

e No Downsizing as a Result of this Transaction: PPL commits that no
planned work force reductions will be made as a result of this
transaction. All union contracts remain in place, and LG&E and KU
will maintain their same position of neutrality on future organizing
activities.

213
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Bellar

Power from LG&E and KU Dedicated to Existing Customers:
Consistent with current operations, power produced by LG&E and KU
will be dedicated to their existing and future native load customers.

Same Economic Development Criteria: PPL has committed to
helping further LG&E’s and KU’s existing efforts to help bring new
jobs to Kentucky. They will continue to work with the Commonwealth
of Kentucky and the various agencies to proactively pursue economic
development opportunities.

Support for Low-Income Customers to Continue: LG&E and KU
will continue to provide at least the same level of assistance for low-
income customers that they do today.

Local Communities Can Continue to Count on LG&E and KU:
PPL has an established record as a leader in community giving. LG&E
and KU will maintain at least the same level of charitable giving as they
do today.

Clean Coal and Alternative Energy Investments to be Pursued: PPL
has an established track record of responsible environmental
stewardship. Approximately 50 percent of its portfolio consists of coal-
fired plants, and PPL has made significant investments to upgrade its
plants with state-of-the-art emission control technology. PPL is
committed to working with Kentucky officials to continue to pursue
these opportunities in the Commonwealth.

Best-in-Class Service Will Be Maintained: Like LG&E and KU, PPL
and its employees are known for providing award-winning customer
service. PPL Electric Utilities has — and LG&E and KU have —
received numerous J.D. Power and Associates awards for customer
satisfaction. Both companies are committed to ensuring continued high-
quality customer service.
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PPL Corporation has agreed to acquire E.ON US., the holding company for Louisville Gas & Electric

Company and Kentucky Utilities Company, for a net cost of §7.19 billion.

Seniteterritory L)

Utility customers 4 million 1.3 million 5.3 million

Revenues (2009) $7.556 billion $2.64 billion $10.196 billion

Rate base $6.1 billion $6.4 billion $§12.5 billion

(201 estimated)

Total assets $22.2 billion S8 billion $30.2 billion

(as of 12/31/09)

Competitive generation | 11,695 megawatts None 11,695 megawatts

capacity

Regulated generation | None 8,077 megawatts 8,077 megawatts

capacity

Number of employees | 10,489 3127 13,616

Enterprise value (1) $18.2 billion $7.6 billion $25.8 billion
(1) Based on PPL stock price as of 4/10/10

Combined Utilities Operations

PPL
Serveterritory 0 77 3 g
Generatingassets @
E.ON U.S. °

Generatingassets O
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PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 9
Responding Witness: Lonnie E. Bellar

Q-9. List each collective bargaining agreement currently in force with any union
representing Kentucky Utilities employees, and its term.

A-9. There are two collective bargaining agreements currently in force.

Union Term
Local Union No. 2100, International Brotherhood of | August 1, 2009 to
Electrical Workers, AFL-CIO August 1, 2012

The United Steel, Paper and Forestry, Rubber, | August 1, 2008 to
Manufacturing, Energy, Allied Industrial and Service | August 1,2011
Workers International Union







PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 10
Responding Witness: S. Bradford Rives / Paul A, Farr

Q-10. Provide all studies, reports or calculations either commissioned or prepared
internally by any of the Joint Applicants which discuss the valuation of Kentucky
Utilities or LG&E.

A-10. See response to KPSC 1-2. While no such reports were prepared separately for
Kentucky Utilities or LG&E, the presentations included at KPSC 1-2 reference
the transaction price as a function of utility rate base. Information regarding rate
base valuation of KU and LG&E were most recently filed in Case No. 2009-
00548 and Case No. 2009-00549, respectively.






A-11.

PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 11

Responding Witness: S. Bradford Rives / Paul A. Farr

. Provide all studies, reports or calculations in the possession of the Joint

Applicants or their related companies, regardless of source, which analyze
anticipated revenue streams from Kentucky Utilities or LG&E.

Please see response to KPSC 1-2.






PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21,2010

Question No. 12
Responding Witness: S. Bradford Rives / William H. Spence
Q-12. Describe in detail any and all of the anticipated changes (if any), from an
operational perspective, that will result to Kentucky Utilities as a result of the

acquisition.

A-12. There are no significant operational changes anticipated at this time. Please refer
to Exhibit B to the Purchase and Sale Agreement for Regulatory Commitments.






PPL CORPORATION, E.ON AG, E.ON US INVESTMENTS CORP.,
E.ON U.S. LLC, LOUISVILLE GAS AND ELECTRIC COMPANY AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2010-00204

Joint Response to Lexington-Fayette Urban County Government’s
Requests for Information Dated June 21, 2010

Question No. 13
Responding Witness: Lonnie E. Bellar / William H. Spence

Q-13. Explain in detail what differences, if any, that the Joint Applicants anticipate the
typical Kentucky Utility customer will notice or experience as a result of the
acquisition. To the extent that any particular type of customer is expected to have
a different experience as result of such approval, please explain in detail what and
how.

A-13. The transaction should be seamless to all of our customers. Fach customer class
should expect to receive the same level of reliable service at rates comparable to
those that would have been incurred had the acquisition not been concluded.
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Question No. 14
Responding Witness: S. Bradford Rives / William H. Spence

Q-14. Describe in detail all of the benefits, if any, to Kentucky Utility’s ratepayers that
are anticipated to result from the acquisition. Are these benefits in any way
measurable or quantifiable? List specific examples, if possible.

A-14. Kentucky Utilities’ ratepayers benefit from the proposed acquisition by having a
parent company that is financially strong and has a focus on customer service,
cost-efficient operations and steady, long-term growth. Further, Kentucky
Utilities’ ratepayers benefit from the 54 Regulatory Commitments made as part of
the proposed acquisition which maintain the excellent current service and rates
and preserve the utilities’ assets. Please also refer to the response to KPSC 1-18.






Q-15.

A-15.
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Question No. 15

Responding Witness: S. Bradford Rives / William H. Spence

Can Kentucky Ultilities’ ratepayers expect any enhancement over the current
existing level of service as a result of an approval of the acquisition? If so, please
provide a detailed response that includes the specific benefit or benefits to be
provided broken down by the type of customer (i.e., residential or business). List

specific examples, if possible.

a. More specifically, will Lexington obtain any additional benefit or benefits
(level of maintenance, service, types or numbers of products, etc.) as a result
of the acquisition? If so, please provide a detailed response that includes the

specific benefit or benefits to be provided.

The excellent and reliable levels of service presently experienced by Kentucky
Utilities’ ratepayers will continue after the consummation of the proposed

acquisition. Please also refer to the response to KPSC 1-18.

a. Lexington benefits from the proposed acquisition, as evidenced by the
Regulatory Commitments made as part of the proposed acquisition, including,
but not limited to the commitments that Lexington will remain the corporate
headquarters of Kentucky Ultilities, that local customer service offices will not
be closed as a result of the proposed acquisition, and that there will be no
planned workforce reductions as a result of the proposed acquisition. Please

also refer to the response to KPSC 1-18.
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Question No. 16
Responding Witness: S. Bradford Rives / William H. Spence
Q-16. From the perspective of each type of Kentucky Utilities customer, how and why is
it better for the acquisition to be approved than for the current ownership structure

to be maintained?

A-16. Please see response to AG 1-70 and AG 1-85.
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Question No. 17

Responding Witness: Lonnie E. Bellar / William H. Spence

Q-17. The Joint Applicants make a number of representations regarding continued
technical, managerial, and financial capability. Please provide as much detail as
possible, including documentation and specific examples, of all known technical,
managerial, and financial changes that will result from the approval of the change
of control, with a focus on Kentucky Utilities.

A-17.

a.

What guarantees, if any, do the ratepayers have that the Joint Applicants will
stand by these representations?

Are the Joint Applicants willing to make these representations enforceable by
entering into conditions pertaining to them as part of the approval of the
proposed acquisition? If so, please explain in detail how such conditions
should be stated to best ensure meaningful enforceability. If not, please state
why the Joint Applicants are not willing to do so.

The support for PPL’s technical, managerial, and financial ability to cause
Kentucky Utilities to provide reasonable service and the details of how the
existing technical, managerial, and financial ability of Kentucky Utilities will be
maintained and preserved after the acquisition are fully set forth in the Joint
Application. The transaction is structured to maintain and preserve the current
and excellent service and rates, and preserve the utility’s low cost assets.

a.

b.

Failure to comply with a Commission imposed conditioned, accepted by the
Joint Applicants, would be a failure to comply with a Commission order
which could trigger the penalty provisions set forth in KRS 278.990.

No. As set forth in the response to part (a) above, failure to comply with a
Commission imposed conditioned, accepted by the Joint Applicants, would be
a failure to comply with a Commission order which could trigger the penalty
provisions set forth in KRS 278.990.
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Question No. 18
Responding Witness: Lonnie E. Bellar / William H. Spence

Q-18. Does the Application contain an exhaustive list of all the ways in which the
acquisition is “consistent with the public interest” in accordance with KRS
278.020 or KRS 278.218? If not, please describe in greater detail in what ways
the acquisition is consistent with the public interest.

A-18. Yes. Please see the application and supporting testimony for the details showing
how the application is “consistent with the public interest” in accordance with
KRS 278.020 and, if applicable, how the application meets the requirements of
KRS 278.218.
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Question No. 19
Responding Witness: S. Bradford Rives / Paul A. Farr

Q-19. Provide all analyses performed by any of the Joint Applicants that describe or
quantify the benefits to be achieved by any of them through the acquisition.

A-19. Please refer to the response to KPSC 1-18.
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Question No. 20
Responding Witness: S. Bradford Rives / Paul A. Farr

Q-20. Do the Joint Applicants believe that the acquisition, if approved, will be value
enhancing? If so, in what ways, to whom, and in what amounts?

A-20. Please refer to the response to KPSC 1-18.
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Question No. 21
Responding Witness: S. Bradford Rives / Karl-Heinz Feldmann / William H. Spence
Q-21. Provide all Board of Director minutes, and information provided to the Board of
Directors of any of the Joint Applicants, in which the change of control is

discussed.

A-21. Please see response to AG 1-1.
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Question No. 22
Responding Witness: Lonnie E. Bellar / Paul A. Farr

Q-22. State whether the Joint Applicants intend to seek recovery of the expenses
associated with this proceeding from Kentucky Utilities’ ratepayers, including,
but not limited to, legal, professional and consulting expenses. If rate recovery for
such costs is contemplated as a possibility, please provide an accounting of such
costs to date, broken out by category of cost. '

A-22. The Joint Applicants do not intend to seek rate-recovery of the expenses
associated with the proposed acquisition.
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Question No. 23
Responding Witness: Lonnie E. Bellar / William H. Spence
Q-23. State whether the Joint Applicants would agree to a “most favored nations clause”
condition as part of the approval of the proposed transfer that would require them
to agree to meet or exceed the conditions placed upon any of the Joint Applicants

as the result of the approval of the proposed transfer in other jurisdictions.

A-23. Please see response to AG 1-89.






Q-24.

A-24.
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Question No. 24
Responding Witness: Lonnie E. Bellar / Paul A. Farr

Describe in detail, in what ways (if any) the change of control is anticipated by
the Joint Applicants to impact any ongoing Commission case involving Kentucky
Utilities.

Case No. 2010-00204 is not anticipated to have any impact on any other ongoing
case before the Commission. Concurrently with the filing of its Joint Application,
also filed was Application of Louisville Gas and Electric Company for an Order
Authorizing the Restructure and Refinancing of Unsecured Debt and the
Assumption of Obligations and for Amendment of Existing Authority, Case No.
2010-00205 and Application of Kentucky Utilities Company for an Order
Authorizing the Restructure and Refinancing of Unsecured Debt and the
Assumption of Obligations and for Amendment of Existing Authority, Case No.
2010-00206. These applications are related to the Joint Application.
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Question No. 25
Responding Witness: Lonnie E. Bellar / Paul A. Farr

Q-25. Will the acquisition in any way increase the current level of risk borne by
Kentucky Utilities?

A-25. No. The shareholder of Kentucky Utilities Company will not change. E.ON U.S.
LLC will continue to hold and own the equity stock of Kentucky Utilities
Company after the acquisition. In addition, the capital structure is not expected to

change.
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Question No. 26
Responding Witness: Lonnie E. Bellar / William H. Spence

Q-26. Are the Joint Applicants aware that Kentucky Utilities currently has a franchise
agreement with Lexington?

a. Do the Joint Applicants intend to follow the provisions of said franchise
agreement? If the answer is 'no" as to any particular provision of the franchise
agreement, please list each such provision and explain why it will not be
followed.

b. What guarantees does Lexington have that the Joint Applicants will honor the
provisions of the franchise agreement?

A-26. Yes.
a. Yes.

b. KU’s obligations pursuant to the franchise agreement will not change as a
result of the change of control at the corporate parent level.






Q-27.

A-27.
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Question No. 27
Responding Witness: S. Bradford Rives / William H. Spence

Will any of the Kentucky-based Joint Applicants engage in non-regulated
activities or in any way provide non-regulated service? If so, generally describe
all such activities or services in detail and indicate the extent to which each such
Applicant engages in or provides such activities or services.

As stated in the testimony of Mr. Victor Staffieri at page 6:

While E.ON U.S. or its unregulated subsidiaries continue
to be contractual counter-parties to discontinued
operations such as the release and termination of the
lease with Big Rivers Electric Corporation (i.e., the
“Unwind”), going forward, E.ON U.S. will be used
primarily as the holding company for KU and LG&E and
occasional non-regulated activities within Kentucky.
Any non-utility businesses or foreign utilities of PPL will
not be held by LG&E or KU or a subsidiary of LG&E or
KU after the closing of the transaction.

It is not anticipated that LG&E or KU will engage in non-regulated activities or
provide non-regulated services. In fact, in Regulatory Commitment No. 3(e),
PPL, E.ON U.S., LG&E and KU committed that they “will not cross-subsidize
between the regulated and non-regulated businesses, and shall comply with the
Commission’s applicable orders and rules with respect to such matters.”



