
. ”  

I -  

Michael S. Beer 
Vice President 
Rates and Regulatory 

March 1, 2004 

LG&E Energy, U C  
220 West Main Street 
Louisville, Kentucky 40202 
502-627-3547 

rnike.beer@lgeenergy.com 
502-627-4030 FAX 

Mr. Thomas Dorman, Executive Director 
Public Service Commission 
2 11 Sower Boulevard 
P. 0. Box 615 Case 2004-00069 
Frankfort, Kentucky 40602 

RECEIVED 
MAR 0 1 2 0 0 4  

RE: Annual Earnings Sharing Mechanism Filing 

Dear Mr. Dorman: 

Please find enclosed and accept for filing the original and four copies of 
Louisville Gas and Electric Company’s Annual Earnings Sharing Mechanism Filing for 
calendar year 2003. 

Louisville Gas and Electric Company (“LG&E”) is required to make an annual 
Earnings Sharing Mechanism (“ESM”) filing by March 1 of each year from 2003 through 
2005 pursuant to the currently effective ESM tariff issued pursuant to Commission Order 
of December 20, 2002 in Case No. 2002-00473. LG&E’s ESM filing for calendar year 
2003 is attached as Appendix A and includes calculations that are required by and 
consistent with the Commission’s orders in Case Nos. 98-426, 2001-054, and 2003- 
00426. The threshold of the ESM is an 1 1.50 percent return on equity with a symmetrical 
deadband o f 1 00 b asis points above and b elow the threshold. The c omparison o f t he 
adjusted net operating income to the upper and lower point revenue requirements of the 
ESM deadband indicate that LG&E’s calendar year 2003 net operating income is below 
the equity limits and a revenue adjustment is necessary. Forty percent of the earnings 
deficit (grossed up for taxes) therefore will be charged to LG&E’s customers. The 
calculated revenue adjustment is $13,027,688 or 2.282% to be applied to customer’s bills 
beginning April 1, 2004. Since LG&E has a current ESM factor for the prior reporting 
period, Form la  the Determination of Balancing Adjustment and Earnings Sharing 
Mechanism Factor will be filed ten days prior to the first billing cycle of the second 
month of the Current Adjustment Year pursuant to the ESM tariff. 

The calculation of the adjusted net operating income excludes all revenues and 
expenses associated with the Fuel Adjustment Clause and the Environmental Surcharge 
cost components as prescribed in the Commission’s January 7, 2000 Order. Pursuant to 
the Commission’s June 1, 2000 Rehearing Order, the ESM filing includes adjustments to 
reflect the shareholders’ portion of LG&E’s merger savings, the removal of advertising 






































































