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Kentucky Utilities
Summary

Exhibit Balance
Reference Adjustment

(DBA)

Residential Service, Volunteer 
Fire Department Service, & 
Low Emission Vehicle Service

RS, 
VFD, & 
LEV E1 (0.006) ¢/kWh

General Service GS E2 (0.017) ¢/kWh

All Electric Schools AES E3 (0.006) ¢/kWh

Power Service, Time-of-Day 
Service - Primary & Secondary

PS, 
TODP, & 
TODS E4 (0.009) ¢/kWh

Rate Schedule Cost Recovery Lost Sales Incentive Capital Cost Recovery Balance Adj DSM Recovery
Component Component Component Component Component Component

(DCR) (DRLS) (DSMI) (DCCR) (DBA) (DSMRC)

Residential Service, Volunteer 
Fire Department Service, & 
Low Emission Vehicle Service

RS, 
VFD, & 
LEV 0.167 0.117 0.008 0.090 (0.006) 0.376 ¢/kWh

General Service GS 0.068 0.149 0.003 0.008 (0.017) 0.211 ¢/kWh

All Electric Schools AES 0.024 0.049 0.001 0.031 (0.006) 0.099 ¢/kWh

Power Service, Time-of-Day 
Service - Primary & Secondary

PS, 
TODP, & 
TODS 0.024 0.050 0.001 0.013 (0.009) 0.079 ¢/kWh

Summary of DSM Balance Adjustment Component (DBA)

12-Month Period Beginning April 1, 2015

Rate Schedule

9-Month Period Beginning April 1, 2015

Summary of Total DSM Cost Recovery Component (DSMRC)



Kentucky Utilities
Method

Rate Schedule Actual Expected (over) Net
Collection Collection Variance Variance

Residential Service, Volunteer 
Fire Department Service, & 
Low Emission Vehicle Service

RS, 
VFD, & 
LEV 23,049,603 22,658,222 (391,381) (1,089) (392,470) $

General Service GS 5,067,776 4,749,636 (318,141) (396) (318,537) $

All Electric Schools AES 168,642 159,040 (9,602) (12) (9,614) $

Power Service, Time-of-Day 
Service - Primary & Secondary

PS, 
TODP, & 
TODS 3,908,872 3,602,688 (306,185) (90) (306,274) $

Interest

Over / Under Collection through 2014

Methodology of DSM Balance Adjustment Component (DBA)
12-Month Period Beginning April 1, 2014

Summary of DSM Balance Adjustment Component (DBA)

The Demand-Side Management Cost Recovery Mechanism (DSMRM) includes a provision for the recovery of demand-side management (DSM) 
program and administrative costs. The DSMRM further provides a balancing mechanism for reconciling differences in the costs recovered through 
the DSMRM and the expected DSM recovery. 

The expected DSM recovery includes the actual expenditure incurred during the year and a proportion of lost sales and incentive which is adjusted 
according to actual expenditure versus budget expenditure. Over- or under-recovery is calculated as the actual revenues received versus the 
expected revenues. 

Interest at a rate equal to the average of the “3-Month Commercial Paper Rate” for the immediately preceding 12-month period is applied to any 
over- or under-recovery of revenues as part of the adjustment. The interest is applied monthly to the average balance of the cumulative net (over-) 
under-recovery revenues.



Kentucky Utilities - Electric Service
Incentive

Budgeted Actual Budgeted Adjusted
Rate Class Program Expenditures Expenditures Incentive Incentive

Residential Audit 1,103,608 967,769 55,180 52,316 $
Residential WeCare 1,978,423 1,567,735 98,921 93,786 $
Residential Lighting 1,520,754 1,487,515 76,038 72,091 $
Residential HVAC 268,821 147,932 13,441 12,743 $
Residential Construction 700,842 705,507 35,042 33,223 $
Residential Demand 0 0 0 0 $
Responsive Smart Meters 0 0 0 0 $
Dealer Referral Network 67,478 0 0 0 $
Education & Information 1,597,109 1,982,912 79,855 75,710 $
Development & Admin 551,291 408,992 0 0 $
Residential Incentives 1,322,865 1,864,419 66,143 62,710 $
Smart Energy Profile 1,120,403 661,902 56,020 53,112 $
Fridge & Freezer Recycling 977,914 832,974 48,896 46,358 $

RS, VFD, LEV 11,209,510 10,627,656 94.8% 529,537 502,050 $

Dealer Referral Network 13,117 0 0 0 $
Commercial Audit 884,410 739,614 44,220 36,977 $
Commercial HVAC 73,872 11,937 0 0 $
Commerical Demand 0 0 0 0 $
Education & Information 310,452 385,446 15,523 12,980 $
Development & Admin 107,162 79,502 0 0 $
KSBA 266,700 168,021 13,335 11,151 $

GS 1,655,713 1,384,519 83.6% 73,078 61,108 $

Dealer Referral Network 98 0 0 0 $
Commercial Audit 30,177 25,236 1,509 1,210 $
Commercial HVAC 576 93 0 0 $
Commerical Demand 0 0 0 0 $
Education & Information 2,320 2,880 116 93 $
Development & Admin 801 594 0 0 $
KSBA 9,100 5,733 455 365 $

AES 43,071 34,536 80.2% 2,080 1,668 $

Dealer Referral Network 980 0 0 0 $
Commercial Audit 743,474 621,753 37,174 29,529 $
Commercial HVAC 5,552 897 0 0 $
Commerical Demand 0 0 0 0 $
Education & Information 23,197 28,800 1,160 921 $
Development & Admin 8,007 5,940 0 0 $
KSBA 224,200 141,246 11,210 8,905 $

PS, TODP, & TODS 1,005,411 798,636 79.4% 49,544 39,354 $

Total
Kentucky Utilities 13,913,704 12,845,348 654,239 604,181 $

Summary of DSM Balance Adjustment Component (DBA)
Incentive Adjustment

Percent



Kentucky Utilities
Lost Sales

Budgeted Actual Budgeted Adjusted
Rate Class Program Expenditures Expenditures Lost Sales Lost Sales

Residential Audit 1,103,608 967,769 330,587 313,427 $
Residential WeCare 1,978,423 1,567,735 344,871 326,970 $
Residential Lighting 1,520,754 1,487,515 2,576,593 2,442,849 $
Residential HVAC 268,821 147,932 61,139 57,966 $
Residential Construction 700,842 705,507 181,445 172,027 $
Residential Demand 0 0 0 0 $
Responsive Smart Meters 0 0 0 0 $
Dealer Referral Network 67,478 0 0 0 $
Education & Information 1,597,109 1,982,912 0 0 $
Development & Admin 551,291 408,992 0 0 $
Residential Incentives 1,322,865 1,864,419 758,644 719,265 $
Smart Energy Profile 1,120,403 661,902 1,537,321 1,457,523 $
Fridge & Freezer Recycling 977,914 832,974 357,525 338,967 $

RS, VFD, LEV 11,209,510 10,627,656 94.8% 6,148,126 5,828,994 $

Dealer Referral Network 13,117 0 0 0 $
Commercial Audit 884,410 739,614 2,363,843 1,976,663 $
Commercial HVAC 73,872 11,937 6,542 5,470 $
Commerical Demand 0 0 0 0 $
Education & Information 310,452 385,446 0 0 $
Development & Admin 107,162 79,502 0 0 $
KSBA 266,700 168,021 532,169 445,004 $

GS 1,655,713 1,384,519 83.6% 2,902,554 2,427,137 $

Dealer Referral Network 98 0 0 0 $
Commercial Audit 30,177 25,236 57,930 46,451 $
Commercial HVAC 576 93 36 29 $
Commerical Demand 0 0 0 0 $
Education & Information 2,320 2,880 0 0 $
Development & Admin 801 594 0 0 $
KSBA 9,100 5,733 13,042 10,457 $

AES 43,071 34,536 80.2% 71,009 56,938 $

Dealer Referral Network 980 0 0 0 $
Commercial Audit 743,474 621,753 1,352,626 1,074,443 $
Commercial HVAC 5,552 897 335 266 $
Commerical Demand 0 0 0 0 $
Education & Information 23,197 28,800 0 0 $
Development & Admin 8,007 5,940 0 0 $
KSBA 224,200 141,246 304,515 241,888 $

PS, TODP, & TODS 1,005,411 798,636 79.4% 1,657,476 1,316,597 $

Total
Kentucky Utilities 13,913,704 12,845,348 10,779,164 9,629,666 $

Summary of DSM Balance Adjustment Component (DBA)
Lost Sales Adjustment

Percent



Kentucky Utilities
DCCR

Weighted Average Cost of Capital (WACC)

10.66% See DCCR2 attachment for WACC calculation detail.

Adjusted DCCR Expenses by Rate Class

Weighted Average Return on Depreciation and O&M Adjusted
Rate Class Program Monthly Capital Capital Expenses DCCR

Residential Demand 1,700,679 181,292 3,648,309 3,829,602 $
RS, VFD, LEV 1,700,679 181,292 3,648,309 3,829,602 $

Commerical Demand 96,558 10,293 80,711 91,004 $
GS 96,558 10,293 80,711 91,004 $

Commerical Demand 35,920 3,829 30,025 33,854 $
AES 35,920 3,829 30,025 33,854 $

Commerical Demand 350,312 37,343 292,821 330,164 $
PS, TODP, & TODS 350,312 37,343 292,821 330,164 $

Total
Kentucky Utilities 2,183,469 232,758 4,051,866 4,284,624 $

Summary of DSM Balance Adjustment Component (DBA)
DCCR Adjustment

Kentucky Utilities Company

The Adjusted DCCR expenses are derived as follows by company and by rate class: The actual capital expenditures, 
weighted average adjusted by month, is multiplied by the WACC to compute the return. The return is then combined with 
the actual depreciation values by month, and actual O&M expenses to compute the expected E(M) for the DCCR 
mechanism for the year's balaancing adjustment.



KENTUCKY UTILITIES

Adjusted Electric Rate of Return on Common Equity - DSM DCCR Component
For the Annual Filing of DSM Mechanism

As of December 31, 2014

Adjustments
to Adjusted Total Kentucky

Investments in Total Co. Company Jurisdictional Jurisdictional
Balance at Capital OVEC and Other Capitalization Capitalization Rate Base Capitalization
12-31-14 Structure EEI (Col 2 x Col 4 Line 4) (Sum of Col 3 - Col 4) (Col 1 + Col 5) Percentage (Col 6 x Col 7)

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

1. Short Term Debt 235,592,322$        (a) 4.78% -$                                  (58,379)$                (58,379)$                235,533,943$        87.95% 207,152,103$        

2. Long Term Debt 2,090,768,151 (a) 42.45% -                                    (518,447) (518,447) 2,090,249,704 87.95% 1,838,374,615

3. Common Equity 2,599,430,441 52.77% (504,066)                           (644,487)                (1,148,553)             2,598,281,888 87.95% 2,285,188,920

4. Total Capitalization 4,925,790,914$     100.000% (504,066)$                         (1,221,313)$           (1,725,379)$           4,924,065,535$     4,330,715,638$     

Adjusted
Kentucky Cost

Kentucky Environmental DSM Jurisdictional Adjusted Annual of
Jurisdictional Capital Surcharge Rate Base Capitalization Capital Cost Capital
Capitalization Structure (Col 9 x Col 10 Line 4) (Col 9 x Col 11 Line 4) (Col 8 + Col 10 + Col 11) Structure Rate (Col 13 x Col 14)

(8) (9) (10) (11) (12) (13) (14) (15)

1. Short Term Debt 207,152,103$        4.78% (40,015,563)$                    (114,255)$              167,022,285$        4.78% 0.49% 0.02%

2. Long Term Debt 1,838,374,615 42.45% (355,368,337) (1,014,673) 1,481,991,605       42.45% 3.70% 1.57%

3. Common Equity 2,285,188,920 52.77% (441,761,771) (1,261,349) 1,842,165,800       52.77% 10.50% 5.54%

4. Total Capitalization 4,330,715,638$     100.000% (837,145,671)$                  (2,390,277)$           3,491,179,690$     100.000% 7.13%

Composite Debt Rate (DR) 1.59%

Grossed up Tax Rate (w/ Production Tax Credit and Lower State Tax Rate) (TR) 38.9000%

5. Weighted Cost of Capital Grossed up for Income Tax Effect {ROR + (ROR - DR) x [TR / (1 - TR)]} 10.66%

(a) Debt per the balance sheet at December 31, 2014.



Kentucky Utilities
Exhibit E1

$ Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14 Nov-14 Dec-14 TOTAL

DCR 505,334 727,072 619,803 824,981 964,807 2,092,669 761,054 788,495 799,774 750,537 788,002 1,005,129 10,627,656

DRLS 485,749 485,749 485,749 485,749 485,749 485,749 485,749 485,749 485,749 485,749 485,749 485,749 5,828,994

DSMI 41,838 41,838 41,838 41,838 41,838 41,838 41,838 41,838 41,838 41,838 41,838 41,838 502,050

DCCR 235,869 320,958 62,157 254,095 229,464 447,868 571,866 547,928 568,949 182,741 249,158 158,548 3,829,602

DBA (21,174) (21,174) (21,174) 214,827 214,827 214,827 214,827 214,827 214,827 214,827 214,827 214,827 1,869,920

1,247,616 1,554,442 1,188,373 1,821,490 1,936,685 3,282,952 2,075,333 2,078,837 2,111,137 1,675,691 1,779,574 1,906,091 22,658,222

1,825,670 2,883,135 2,296,374 1,676,975 1,387,102 1,731,019 2,044,339 1,795,814 1,942,684 1,375,013 1,612,954 2,478,524 23,049,603

(578,055) (1,328,692) (1,108,001) 144,515 549,583 1,551,933 30,994 283,023 168,453 300,678 166,620 (572,433) (391,381)

(578,055) (1,906,747) (3,014,747) (2,870,232) (2,320,649) (768,716) (737,722) (454,699) (286,246) 14,432 181,052 (391,381)

(289,027) (1,242,401) (2,460,747) (2,942,490) (2,595,441) (1,544,683) (753,219) (596,211) (370,473) (135,907) 97,742 (105,165)

0.11% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%

(26) (104) (205) (245) (216) (129) (63) (50) (31) (11) 0 (9) (1,089)

TOTAL (392,470)

Apr-14

May-14

Jun-14

Jul-14

Aug-14

Sep-14

Oct-14

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

TOTAL (0.006)

DBA Factor
¢ / kWh

Collection and Interest 
Adjusment (DBA)

($392,470)

Cumulative 
Variance

Average Monthly 
Balance

Interest Rate

Interest Payable

371,852,925                              

461,104,332                              

564,336,687                              

6,194,354,266                           

576,729,203                              

450,435,840                              

372,875,403                              

425,779,172                              

619,549,833                              

743,053,513                              

640,616,119                              

556,845,368                              

Calculation of DBA Component for RS, VFD, & LEV

Calculation of Over/Under Collection and Interest for RS, VFD, & LEV

411,175,871                              

Forecast
kWh

Expected Revenue

Actual Revenue

Variance



Kentucky Utilities
Exhibit E2

$ Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14 Nov-14 Dec-14 TOTAL

DCR 77,087 60,334 82,693 86,294 142,511 102,872 85,053 112,073 161,723 277,787 74,263 121,828 1,384,519

DRLS 202,261 202,261 202,261 202,261 202,261 202,261 202,261 202,261 202,261 202,261 202,261 202,261 2,427,137

DSMI 5,092 5,092 5,092 5,092 5,092 5,092 5,092 5,092 5,092 5,092 5,092 5,092 61,108

DCCR 2,574 21,875 2,870 2,177 2,356 7,455 6,782 7,187 10,261 (366) 3,175 24,659 91,004

DBA (10,296) (10,296) (10,296) 90,750 90,750 90,750 90,750 90,750 90,750 90,750 90,750 90,750 785,867

276,719 279,268 282,621 386,575 442,971 408,431 389,939 417,365 470,089 575,525 375,542 444,592 4,749,636

504,060 435,217 385,365 381,159 372,621 424,332 474,636 433,290 459,848 373,874 359,990 463,384 5,067,776

(227,341) (155,950) (102,744) 5,416 70,350 (15,901) (84,697) (15,926) 10,240 201,651 15,552 (18,792) (318,141)

(227,341) (383,290) (486,034) (480,618) (410,268) (426,169) (510,866) (526,792) (516,552) (314,901) (299,349) (318,141)

(113,670) (305,315) (434,662) (483,326) (445,443) (418,219) (468,518) (518,829) (521,672) (415,726) (307,125) (308,745)

0.11% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%

(10) (25) (36) (40) (37) (35) (39) (43) (43) (35) (26) (26) (396)

TOTAL (318,537)

Apr-14

May-14

Jun-14

Jul-14

Aug-14

Sep-14

Oct-14

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

TOTAL (0.017)

Variance

138,052,246              

158,478,886              

Interest Rate

Interest Payable

Calculation of DBA Component for GS

Calculation of Over/Under Collection and Interest for GS

126,014,717              

Forecast
kWh

Cumulative 
Variance

Average Monthly 
Balance

Expected Revenue

Actual Revenue

143,812,520              

133,759,058              

131,331,812              

163,669,083              

168,920,683              

175,244,933              

DBA Factor
¢ / kWh

Collection and Interest 
Adjusment (DBA)

($318,537)

179,813,422              

161,911,358              

148,513,212              

1,829,521,930           



Kentucky Utilities
Exhibit E3

$ Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14 Nov-14 Dec-14 TOTAL

DCR 2,041 1,313 1,712 1,929 3,270 2,448 2,386 2,794 3,772 8,601 1,200 3,071 34,536

DRLS 4,745 4,745 4,745 4,745 4,745 4,745 4,745 4,745 4,745 4,745 4,745 4,745 56,938

DSMI 139 139 139 139 139 139 139 139 139 139 139 139 1,668

DCCR 958 8,138 1,068 810 876 2,773 2,523 2,674 3,817 (136) 1,181 9,173 33,854

DBA (550) (550) (550) 3,744 3,744 3,744 3,744 3,744 3,744 3,744 3,744 3,744 32,044

7,332 13,784 7,114 11,367 12,774 13,849 13,536 14,095 16,217 17,093 11,008 20,872 159,040

12,054 14,609 14,861 13,333 14,221 13,959 12,224 11,968 15,806 15,984 12,467 17,157 168,642

(4,722) (825) (7,747) (1,967) (1,447) (110) 1,312 2,126 412 1,109 (1,459) 3,715 (9,602)

(4,722) (5,547) (13,293) (15,260) (16,707) (16,817) (15,504) (13,378) (12,966) (11,858) (13,316) (9,602)

(2,361) (5,134) (9,420) (14,277) (15,983) (16,762) (16,161) (14,441) (13,172) (12,412) (12,587) (11,459)

0.11% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%

(0) (0) (1) (1) (1) (1) (1) (1) (1) (1) (1) (1) (12)

TOTAL (9,614)

Apr-14

May-14

Jun-14

Jul-14

Aug-14

Sep-14

Oct-14

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

TOTAL (0.006)

Collection and Interest 
Adjusment (DBA)

DBA Factor
¢ / kWh

151,453,000               ($9,614)

11,006,516                 

12,445,025                 

12,292,083                 

12,288,233                 

12,297,184                 

10,173,694                 

10,954,767                 

12,613,554                 

14,549,070                 

15,324,212                 

14,060,756                 

13,447,906                 

kWh

Average Monthly 
Balance

Interest Rate

Interest Payable

Calculation of DBA Component for AES

Forecast

Calculation of Over/Under Collection and Interest for AES

Expected Revenue

Actual Revenue

Variance

Cumulative 
Variance



Kentucky Utilities
Exhibit E4

$ Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14 Oct-14 Nov-14 Dec-14 TOTAL

DCR 47,844 29,270 37,630 43,359 74,019 55,941 56,645 64,589 85,771 208,309 24,069 71,191 798,636

DRLS 109,716 109,716 109,716 109,716 109,716 109,716 109,716 109,716 109,716 109,716 109,716 109,716 1,316,597

DSMI 3,280 3,280 3,280 3,280 3,280 3,280 3,280 3,280 3,280 3,280 3,280 3,280 39,355

DCCR 9,339 79,363 10,412 7,897 8,546 27,046 24,606 26,075 37,227 (1,329) 11,518 89,465 330,164

DBA (55,583) (55,583) (55,583) 142,743 142,743 142,743 142,743 142,743 142,743 142,743 142,743 142,743 1,117,935

114,595 166,046 105,455 306,995 338,304 338,726 336,989 346,402 378,737 462,719 291,326 416,395 3,602,688

(379,344) 206,223 205,688 345,351 403,764 461,827 491,170 449,071 494,206 458,058 342,648 430,212 3,908,872

493,940 (40,177) (100,234) (38,357) (65,460) (123,101) (154,180) (102,669) (115,469) 4,661 (51,322) (13,817) (306,185)

493,940 453,763 353,529 315,172 249,712 126,611 (27,569) (130,238) (245,707) (241,045) (292,368) (306,185)

246,970 473,851 403,646 334,350 282,442 188,162 49,521 (78,903) (187,972) (243,376) (266,706) (299,276)

0.11% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%

0 0 0 0 0 0 0 (7) (16) (20) (22) (25) (90)

TOTAL (306,274)

Apr-14

May-14

Jun-14

Jul-14

Aug-14

Sep-14

Oct-14

Nov-14

Dec-14

Jan-15

Feb-15

Mar-15

TOTAL (0.009)

DBA Factor
¢ / kWh

Collection and Interest 
Adjusment (DBA)

($306,274)

Cumulative 
Variance

Average Monthly 
Balance

Interest Rate

Interest Payable

265,357,159              

282,802,279              

274,463,473              

250,176,497              

254,072,107              

3,356,069,255           

287,947,271              

313,461,633              

320,061,588              

320,712,283              

272,633,379              

269,047,783              

Calculation of DBA Component for PS, TODP, & TODS

Calculation of Over/Under Collection and Interest for PS, TODP, & TODS

245,333,803              

Forecast
kWh

Expected Revenue

Actual Revenue

Variance
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