COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION JAN 2 2 2007

In the Matter of: PUBLIC SERV
COMMISSION

AN EXAMINATION OF THE APPLICATION )
OF THE FUEL ADJUSTMENT CLAUSE OF )
LOUISVILLE GAS AND ELECTRIC ) CASE NO. 2006-00510
COMPANY FROM NOVEMBER 1, 2004 )
THROUGH OCTOBER 31, 2006 )

MOTION OF LOUISVILLE GAS AND ELECTRIC COMPANY
FOR CONFIDENTIAL TREATMENT

Louisville Gas and Electric Company (“LG&E”), pursuant to 807 KAR 5:001, Section 7,
respectfully moves the Commission to classify as confidential and protect from public disclosure
certain information provided by LG&E in response to Question Nos. 6, 9 and 24 of the
Commission’s data requests, as contained in Appendix B of the Commission’s Order dated
December 18, 2006. The information for which LG&E requests confidential treatment
(“Confidential Information™) pertains to forecasted sales revenues (No. 6), planned maintenance
schedules (No. 9) and bid analysis information (No. 24). In support of this Motion, LG&E notes
that the Commission treated all this same information as confidential in LG&E’s last two-year
fuel adjustment clause review proceeding. (See Letter from Executive Director Beth O’Donnell
re LG&E Petition for Confidential Protection, Case No. 2004-00466 (Feb. 10, 2005), attached
hereto as Attachment 1.)

In further support of this Motion, LG&E states as follows:

1. Under the Kentucky Open Records Act, the Commission is entitled to withhold
from public disclosure information confidentially disclosed to it to the extent that open

disclosure would permit an unfair commercial advantage to competitors of the entity disclosing




the information to the Commission. See KRS 61.878(1)(c). Public disclosure of the information
identified herein would, in fact, prompt such a result for the reasons set forth below.

2. Public disclosure of projected sales revenues, which are driven by and based on
projected power prices, would afford LG&E’s competitors a distinct competitive advantage in
bidding for and securing new bulk power loads, as competitors could use LG&E’s projected
prices to outbid LG&E for these loads. Thus, public disclosure of the information requested in
Question No. 6 would afford an undue preference to LG&E’s wholesale power purchasers and
sellers, as the latter would enjoy an obvious advantage in any contractual negotiation to the
extent they knew the Company’s forward price projections. As noted above, the Commission
has treated such information as confidential in the past. (See Attachment 1, Letter from
Executive Director Beth O’Donnell re LG&E Petition for Confidential Protection, Case No.
2004-00466 (Feb. 10, 2005).)

3. Similarly, public disclosure of information regarding LG&E’s plant maintenance
schedules would lay bare critical “down time” information, an essential factor in determining
LG&E’s generating costs and need for power and energy during those periods. Thus, disclosing
the information requested in Question No. 9 would necessarily impair LG&E’s ability to
negotiate with prospective contractors and vendors -- now equipped to manipulate the price of
power bid to LG&E to maximize revenues -- and would likewise arm LG&E’s competitors with
information with which they could erode LG&E’s competitive position in the wholesale power
market. As noted above, the Commission has treated such information as confidential in the
past. (See Attachment 1, Letter from Executive Director Beth O’Donnell re LG&E Petition for

Confidential Protection, Case No. 2004-00466 (Feb. 10, 2005).



4. Disclosure of the factors underlying LG&E’s bid analysis/selection process would
likewise damage LG&E’s competitive position and business interests. This information reveals
the business model the Company uses -- the procedure it follows and the factors/inputs it
considers -- in evaluating bids for coal supply. If the Commission grants public access to the
information requested in Question No. 24, potential bidders could manipulate the bid solicitation
process to the detriment of LG&E and its ratepayers by tailoring bids to correspond to and
comport with LG&E’s bidding criteria and process. As noted above, the Commission has treated
such information as confidential in the past. (See Attachment 1, Letter from Executive Director
Beth O’Donnell re LG&E Petition for Confidential Protection, Case No. 2004-00466 (Feb. 10,
2005).)

5. The information for which LG&E is seeking confidential treatment is not known
outside of LG&E, is not disseminated within LG&E except to those employees with a legitimate
business need to know and act upon the information, and is generally recognized as confidential
and proprietary information in the energy industry.

6. LG&E does not object to limited disclosure of the confidential information
described herein, pursuant to an acceptable protective agreement, to intervenors with legitimate
interests in reviewing the same for the purpose of participating in this case.

7. In accordance with the provisions of 807 KAR 5:001, Section 7, LG&E is filing
with the Commission one copy of the Confidential Information highlighted and ten (10) copies
without the Copﬁdential Information.

WHEREFORE, Louisville Gas and Electric Company respectfully requests that the
Commission grant confidential protection to the information designated as confidential for a

period of five years from the date of filing the same.
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of the above and foregoing Motion for
Confidential Treatment was served, via United States mail, postage prepaid, and electronic email
to the following persons on the May of January 2007:

Elizabeth E. Blackford

Assistant Attorney General

Office of the Attorney General
Office of Rate Intervention

1024 Capital Center Drive, Suite 200
Frankfort, Kentucky 40601-8204

David F. Boehm

Michael L. Kurtz

Boehm Kurtz & Lowry

36 East Seventh Street, Suite 1510

Cincinnati, Ohio 45202 (/\ W
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E£rnie Fletcher
Governor

Mark David Goss
Chairman

{.aJuana S. Wiicher, Secretary

Environmental and Public Commonweaith of Kentucky

Ellen C. Wililams

Protection Cabinet Public Service Commission Vice Chalrman
211 Sower Bivd.

Christopher L. Lilly P.O. Box 615

Commissioner F r@rni;for;. Ker:\ttgt‘:));y ggioa?égam Gregory Coker

Department of Public Protection elophone: (502) 564-3340 Commissioner

Fax: (502) 564-3460

February 10, 2005

Hon. J. Gregory Cornett
Ogden, Newell & Welch PLLC
1700 PNC Plaza

500 West Jefferson Street
Louisville, KY 40202

RE: LG&E Petition for Confidential Protection
Case No, 2004-00466

Dear Mr. Cornett:

The Commission has received your petition filed January 21, 2005, to protect as
confidential certain information provided by LG&E in response to Questions 6, 9, and 24
as contained in Appendix B to the Commission’s Order of December 13, 2004. A
review of the information has determined that it is entitled to the protection requested on
the grounds relied upon in the petition, and it will be withheld from public inspection.

If the information becomes publicly available or no longer warrants confidential
treatment, you are required by 807 KAR 5:001, Section 7(8)(a) to inform the
Commission so that the information may be placed in the public record.

Beth O'Don
Executive Director

cc: Parties of Record

- Kewudkiy™
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Ms. Elizabeth O’Donnell, Executive Director
Kentucky Public Service Commission

211 Sower Boulevard

P. O. Box 615

Frankfort, Kentucky 40602

JAN 2 2 2007

PUBLIC 3ERVICE
COMMISSION

January 22, 2007

RE: An Examination of the Application of the Fuel Adjustment Clause of
Louisville Gas and Electric Company From November 1, 2004 to
October 31,2006 - CASE NO. 2006-00510

Dear Ms. O’Donnell:

Enclosed please find an original and six (6) copies of the Testimony of John P.
Malloy and Mike Dotson, as well as the Response of Louisville Gas and
Electric Company to the Information Requested in Appendix B of the
Commission's Order Dated December 18, 2006, in the above-referenced
proceeding.

Additionally, attached are the originals and ten (10) copies of a Petition for
Confidential Treatment regarding certain information provided in response to
Question Nos. 6, 9 and 24.

Please contact me if you have any questions concerning this filing.

Sincerely,

Robert M. Conroy

Enclosures

cc: Michael L. Kurtz, Esq.
Elizabeth E. Blackford, Esq.

11

Louisville Gas and

Electric Company

State Regulation and Rates
220 West Main Street

PO Box 32010

Louisville, Kentucky 40232
www.eon-us.com

Robert M. Conroy
Manager - Rates

T 502-627-3324

F 502-627-3213
robert.conroy@eon-us.com
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Please state your name, position, and business address.

My name is Mike Dotson. I am the Manager of LG&E/KU Fuels for E.ON U. S.
Services, Inc. My business address is 220 West Main Street, Louisville, Kentucky.
Have you previously testified before this Commission?

Yes. 1 have testified before this Commission in several six-month and two-year
reviews of LG&E’s fuel adjustment clause. A statement of my education and work
experience is attached to this testimony as Appendix A.

What is the purpose of your testimony?

[ am submitting this testimony in response to the Order entered in this proceeding by
the Commission on December 18, 2006 (“Order”), directing LG&E to file written
direct testimony on a number of issues relating to fuel procurement during the two-
year period ended October 31, 2006 (“Review Period”).

Please comment generally on the reasonableness of LG&E’s fuel procurement
practices during the Review Period.

The cornerstone of LG&E’s fuel procurement practices, both during the Review
Period and now, is the Company’s ongoing commitment to obtain sufficient coal
supply in the most efficient and cost-effective manner possible in light of all the
circumstances, consistent with LG&E’s obligations to (i) provide reliable and
reasonably priced service to its customers and (ii) meet all applicable environmental
standards and other legal requirements. LG&E’s written coal procurement practices
are sufficiently flexible to allow the Company to respond effectively to changes in
market conditions. Although LG&E typically issues formal, sealed-bid solicitations

to meet its coal inventory needs, it may solicit offers through more informal means, or
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may respond to unsolicited offers to the extent the prices and terms and conditions of
such offers are competitive with existing market conditions. These practices, by
which LG&E is able to make optimal use of the market, are memorialized in LG&E’s
updated written fuel procurement policies. A complete copy of LG&E’s current
written fuel procurement policies and procedures is attached to my testimony as
Exhibit MD-1.

During the Review Period, LG&E conducted three coal supply solicitations in
the competitive marketplace. A description of the solicitation and associated bid
tabulation sheet for the six-month period ended October 31, 2006 is contained in the
response to the Commission‘s Order, Item No. 24(a) and (b). In addition, each
vendor from whom LG&E purchased coal during the six-month period ended October
31, 2006, and the quantities and nature of each purchase (including whether such
purchase was a spot or contract purchase), are identified in response to the
Commission’s Order, Item No. 26.

Please describe the coal suppliers’ adherence to contract delivery schedules
during the Review Period.

LG&E’s delivery schedules for the review period were ratable with minor problems.
Two vendors experienced delivery shortfalls during the period. Marietta Coal
experienced a problem with reclamation work, because the prior owner was already
behind schedule. The State of Ohio mining regulators required Marietta to get caught
up on reclamation. Compliance with this requirement took resources away from the
direct mining operations and therefore resulted in reduced delivery. Another supplier

Charolais Coal experienced problems with their coal preparation plant, which is
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required to wash 100% of the coal to meet quality specifications. Also Charolais’
mine site was located close to the Kentucky National Guard training site which
created restrictions at times on entering and leaving the mine site. We are working
with both vendors on making up the tonnage.
Nationwide the industry saw major improvements in overall coal deliveries and coal
inventories grew during 2006 due to a number of factors: The mild winter of
2005/2006 resulted in reduced demand; coal-fired generation was displaced by
increased hydroelectric output as well as nuclear output; depressed natural gas prices
during late summer/fall displaced about 4 million tons of coal-fired generation;
heavier production out of all U. S. basins (responding to high coal prices) lead to a
surplus of coal production over consumption; better rail service enabled utilities to
build inventories; and an increase in imports into East Coast and Gulf Coast utilities.
Coal inventories going into the winter of 2006/2007 are estimated to be 50 days of
supply; substantially higher than a year ago (30 million tons more) and 14% higher
that the 10 year average of 43 days.

A list of all of LG&E’s long-term fuel contracts is contained in the response to
the Commission’s Order, Item No. 15 (a) — (k).
What were LG&E’s efforts to ensure the coal suppliers’ adherence to contract
delivery schedules during the Review Period?
LG&E regularly communicates with its vendors to identify any potential problems in
meeting agreed-upon delivery schedules. LG&E works with it suppliers on an going
basis to accommodate genuine production/delivery problems and reach mutually

agreeable resolutions. This includes mine visits by representatives of LG&E,
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working with suppliers on allowing deliveries from alternate sources or looking at
alternative delivery methods. We continue to work with our suppliers on delivery
schedules and work with them when needed to make up any tonnage that is behind on
delivery.

Please describe LG&E’s efforts to maintain the adequacy of its coal supplies in
light of any coal supplier’s inability or unwillingness to make contract coal
deliveries?

We work with our suppliers on an ongoing basis to get deliveries made. We work
with our suppliers on allowing deliveries from alternate sources and switching modes
of transportation when available. LG&E works to diversify its source of supply,
obtaining high sulfur coal from Western Kentucky, Indiana, Illinois, Ohio and West
Virginia.  These efforts, coupled with ongoing procurement pursuant to the
company’s procurement policies, produced adequate coal supplies through the end of
the Review Period.

Were there any changes in coal market conditions that occurred during the
Review Period or that LG&E expects to occur within the next 2 years that have
significantly affected, or will significantly affect the company’s coal procurement
practices?

No. Although the coal market did undergo change during the Review Period and
continues to change there were no material changes in market conditions that
significantly affected, or that LG&E believes could significantly affect in the future,
the company’s coal procurement practices. During 2004 and continuing into the first

half of 2005 we saw significant supply shortages in the compliance coal market as
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well as the non-compliance coal market and increases in prices. The shortages and
price increases were due to several factors, including utilities trying to rebuild
inventory, increases in the export market and world demand for coal, mines closing
due to bankruptcy, and transportation problems experienced by the railroads. As
previously noted, the industry saw coal production and shipments grow rapidly in
2006 to recover from the low stocks created by the problems experienced during 2004
and 2005. Although these changes affect LG&E’s bargaining power with suppliers,
they did not alter, nor are they expected to alter, the Company’s coal procurement
practices. LG&E’s fuel procurement practices allow the Company to respond
effectively to changes in market conditions.

Where LG&E's fuel costs and procurements during the Review Period
reasonable?

In my opinion, LG&E's fuel costs and procurement practices during the Review
period were reasonable.

Does this conclude your testimony?

Yes.



Appendix A
Mike DOTSON

PROFESSIONAL EXPERIENCE:

E.ON U.S. Services Inc., Louisville, Kentucky
Manager, LG&E/KU Fuels

BIG RIVERS ELECTRIC COMPANY, Henderson, Kentucky
Vice President of Fuels & Environmental Affairs (1/96-7/98)
Vice President of Fuels (1/94-12/95)
Manager of Fuels (5/93-12/93)

KENTUCKY UTILITIES COMPANY, Lexington, Kentucky
Manager of Fuel Procurement (9/91-5/93)
Fuel Contract Administrator (7/86-9/91)

DIAMOND SHAMROCK COAL COMPANY, Lexington, Kentucky
ISLAND CREEK COAL COMPANY, Lexington, Kentucky
Contract Administrator/Contract Cost Analyst

KENTUCKY AMERICAN WATER COMPANY, Lexington, Kentucky
Billing Supervisor

GTE SYLVANIA, Winchester, Kentucky
Cost Accounting Supervisor

K-Mart Corp., Troy, Michigan
Assistant Store Manager

EDUCATION:

XAVIER UNIVERSITY, Cincinnati, Ohio
Master of Business Administration

UNIVERSITY OF KENTUCKY, Lexington, Kentucky
Bachelor of Business Administration

May 1998 - Present

May 1993 — July 1998

July 1986 — May 1993

Feb. 1984 — July 1986
March 1980 — Feb.1984

Sept. 1978—-March 1980

Sept. 1976 — Sept. 1978

Jan. 1975 — Sept. 1976



VERIFICATION
COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON ; o
The undersigned, Mike Dotson, being duly sworn, deposes and says he is Manager —
LG&E/KU Fuels for E.ON U. S. Services Inc., that he has personal knowledge of the matters set

forth in the foregoing testimony, and the answers contained therein are true and correct to the

best of his information, knowledge and belief.

Mike Dotson

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

this 22th day of January, 2007.
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Notary Public 0 J 79
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FUEL PROCUREMENT POLICIES AND PROCEDURES
Louisville Gas and Electric Company

Kentucky Utilities Company

Effective Date 10/1/05

Definitions:

10.

11.

12.

"Agreement" means a legally binding document, in which one party agrees to sell
and the other agrees to buy Fuel or transportation services for Fuel, fully
executed by both Buyer and Seller.

"Award Recommendation" means the Company's internal approval process for
the review and approval by Management of a recommended Fuel purchase
and/or transportation services agreement.

“Company” means Louisville Gas and Electric Company (LG&E) or Kentucky
Utilities Company (KU) or both.

“Contract" is an Agreement for Fuel supply or transportation services with a fixed
term typically in excess of one year.

"Contract Purchase" means any purchase of Fuel or transportation services by
the Company where the terms and conditions are incorporated in the Contract,
typically more than one year's duration.

"Director"” means the Company's Director of Corporate Fuels.
"Department” means the Company's Corporate Fuels Department.

“Distressed Coal” means a limited amount of coal which may be purchased at a
price below the current market price of similar quality coal.

“Emergency” means extraordinary conditions affecting Fuel production,
transportation, or usage, including but not limited to strikes, lockouts or other
labor problems, embargoes, mining impediments and other problems affecting
the production or transportation of Fuel, existing and/or forecasted extreme
weather conditions, or any other conditions or circumstances that can be
reasonably foreseen as impairing the continued supply of Fuel to the Company.

"Environmental Standards" mean the legal requirements for compliance with
emission levels or other environmental requirements applicable to one or more of
the Company's generating Units.

“Formal Solicitation” means the process of soliciting sealed bids for the supply of
Fuel and/or transportation services.

"Fuel" means combustibles (principally coal), purchased by the Company for one
of its generating stations.
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FUEL PROCUREMENT POLICIES AND PROCEDURES
Louisville Gas and Electric Company

Kentucky Utilities Company

Effective Date 10/1/05

13. “Informal Bid” means the process of considering unsolicited or solicited oral or
written bids for Fuel purchases and/or transportation services.

14. “Joint Contract” is any contract that is written to supply Fuel and/or transportation
services to both LG&E and KU. The allocation of fuel under a Joint Contract
should be made pursuant to Section D8 below.

15. "Purchase Order” is an Agreement for the supply of Fuel and/or transportation
services with a term of typically one year or less.

16. "Senior Vice President - Energy Services" means the Company's principal officer
responsible for power generation.

17. “Senior Vice President — Energy Marketing” means the Company’'s principal
officer to whom the Director of Corporate Fuels reports and who in turn reports to
the Senior Vice President — Energy Services.

18. "Spot Purchase" means any purchase of Fuel and/or transportation services by
the Company where the terms and conditions are incorporated in the Purchase
Order or Contract and the term is typically of one year or less.

19. "Station” means one of the Company's generating stations.

20. "Supplier" means the seller who is a party to an Agreement and is obligated to
comply with the Agreement'’s terms.

21. "Unit" means a generating unit at a Station.

Fuel Procurement Policies:

The Company's Fuel Procurement Policies and Procedures define the process to obtain
an adequate and reliable supply of Fuel of sufficient quality at the lowest possible cost of
electrical energy delivered to the Unit bus bar, consistent with the Company's obligation
to provide adequate and reliable service to its customers, to meet operational and
Environmental Standards, and to meet any other applicable legal requirements. The
Company will use its best efforts to secure its Fuel supply at competitive prices through
the use of the Formal Solicitation, Informal Bid, and negotiation process as described in
this document. The awarding of Contracts and Purchase Orders will comply with
internal business controls including Minimum Authority Limit Matrices, Sarbanes Oxley
compliance and internal auditing recommendations.

Implementation of this policy is of highest priority to the Company. The Director of
Corporate Fuels will review the Company's Fuel Procurement Policies and Procedures
annually and update the policies as appropriate. The Corporate Fuels Department shall
be organized and staffed, and Fuel procurement procedures and administration shall be
conducted, in an efficient and practical manner consistent with this policy. Fuel shall be
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FUEL PROCUREMENT POLICIES AND PROCEDURES
Louisville Gas and Electric Company

Kentucky Utilities Company

Effective Date 10/1/05

purchased at competitive prices considering all material factors, including, but not limited
to, quantity needed to maintain an adequate inventory, quality required to meet
operating characteristics and Environmental Standards, resulting bus bar energy costs,
reliability of the Supplier, diversity of Suppliers, diversity of fuel transportation modes,
and meeting Emergency or other unusual circumstances affecting market conditions.

Organization:

Department Structure. The Department shall be organized and staffed to effectively
administer the Company's Fuel procurement function.

Organizational Responsibility. The Director is responsible for the operations of the
Corporate Fuels Department and reports to the Senior Vice President — Energy
Marketing who is responsible for the Energy Marketing and Fuel Procurement functions.
The Senior Vice President - Energy Marketing reports to the Senior Vice President —
Energy Services who has the final responsibility for Fuel procurement. Other
Departments may be utilized by the Corporate Fuels Department to the extent the
Director, Senior Vice President — Energy Marketing, and/or Senior Vice President -
Energy Services consider advisable in the execution of the functions of the Department.

Approval Authority (Award Recommendation). An Award Recommendation will be
prepared for all Agreements for the purchase of Fuel and transportation services. The
Award Recommendation will be signed (as a minimum) by the Department's Fuel
Administrator, Manager of Regulated Fuels, Director of Corporate Fuels, Plant
Manager(s) of the Plant(s) that is (are) to receive the Fuel and/or transportation services,
and the Vice President of Regulated Generation. Additional signatures may be required
in accordance with the following Authority Limit Matrices:

Maximum Maximum Maximum Notional $
Position Term Tenor Amount

Manager, Regulated Fuels 1 year 2 years $10,000,000
Director, Fuels 1 year 2 years $10,000,000
Sr. Vice President, Energy 3 years 3 years $20,000,000
Marketing
Sr. Vice President, Energy 5 years 5 years $25,000,000
Services
LG&E Energy Corp. Chief Over 5 years Over 5 years Over $25,000,000
Executive Officer

Reports. The Director will instruct the Department to prepare, maintain and distribute
various reports to management and others as deemed necessary for business
operations and regulatory requirements.

Records. The Department shall maintain the following records:
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FUEL PROCUREMENT POLICIES AND PROCEDURES
Louisville Gas and Electric Company

Kentucky Utilities Company

Effective Date 10/1/05

a. Open Files. The Department shall maintain within the Department’s office area,
the following files for at least one year or longer as the Contract term or other

conditions warrant:

(1) For each current Contract Supplier, Spot Purchase Supplier, or
transportation services provider, the files will contain:

(a) Contract documents, amendments, Purchase Orders and
escalation documentation;

(b) General correspondence;

(c) Invoices and invoice verification data;

(d) Delivery records and quality analyses data;
(e) Field inspection reports and other data.

(2) A record of transportation units (railroad cars, barges, etc.) owned or
leased by the Company.

(3) A list containing current Suppliers and known potential Suppliers of Fuel.

b. Closed Files. The Department shall maintain its closed files in accordance with
the Company's record retention plan.

General Administrative Duties.

The Department shall subscribe to trade and industry publications and reports of
governmental agencies concerning Fuel, transportation services, market information and
prices. The Department shall use its best efforts to keep current on Fuel market
conditions, prices and availability, and other developments relating to Fuel procurement.

Fuel Supply Procedures:

Projections. In conjunction with other departments of the Company, the Department
shall prepare an annual projection of Fuel usage and delivered cost for each Station for
the number of years required in the Company's planning process.

Contract/Spot Mix. Subject to the approvals as set forth herein, the Department shalil
recommend whether a Contract Purchase is advisable, considering the following factors:
(a) the availability of adequate supplies from qualified Suppliers, (b) the need to have an
adequate inventory committed for an existing Unit, changes to an existing Unit, or a
planned new Unit, (c) the desire to maintain flexibility to market conditions and other
factors affecting price and availability, (d) existing and anticipated Environmental
Standards, and (e) such other factors as may reasonably affect the implementation of
the Company's Fuel Procurement Policy.
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FUEL PROCUREMENT POLICIES AND PROCEDURES
Louisville Gas and Electric Company

Kentucky Utilities Company

Effective Date 10/1/05

Current Requirements. The Department shall continually review and analyze the data
available to the Department in order to purchase Fuel in a timely manner to meet the
requirements of the Company.

Supplier Qualifications. The Company shall select potential suppliers on the basis of the
current supplier list, performance on past and current Fuel Contracts, market intelligence
from industry research, and general knowledge of the industry. No potential qualified
supplier shall be preferred or discriminated against because of race, religion, color, sex,
age or marital status of the supplier or any of its representatives.

The supplier list is periodically reviewed by the Department to eliminate any suppliers
that are known to have gone out of business and to also add any new or existing
suppliers that were previously not on the supplier list. The Department not only reviews
the membership lists of several coal associations (for example the Lexington Coal
Exchange, the North Carolina Coal Institute, the American Coal Council, etc.) for new
suppliers to add to the supplier list, but also adds new suppliers based upon field
inspection visits. If a supplier is identified that is not on the current supplier list, the
Department will add the supplier to the list for the next RFQ. Suppliers can be added to
the supplier list either by request of the supplier or by the Department.

A notice of a Request for Quotation (RFQ) is published in several Coal Industry
Newsletters. The RFQ is initially sent to the suppliers on the current supplier list. If a
supplier that has not received the RFQ calls and asks to be put on the Department’s
supplier list they are automatically added to that list and a copy of the RFQ is sent to that
supplier. During the evaluation of the bids, if a new supplier has submitted a bid that is
competitive, a new supplier evaluation will be performed to determine the capability of
the supplier.

The supplier evaluation is done to determine if a supplier has the ability to deliver the
quantity and quality of coal bid at the offered price. An actual site visit may be
conducted. The information requested is based upon:

- The volume and term requested in the RFQ

- Past experience the Company has with the supplier

- The size and financial stability of the supplier

- Past experience the Company has with the type coal being offered

- Previous knowledge the Company has concerning the source operation
(possibly under a different source name)

The data requested may include coal reserve data such as property maps and drill logs,
mining plans, listing of all production equipment, coal preparation facilities such as coal
preparation plants, sampling and analysis capabilities on site, mine staffing and
organization, past production records, and status of permits. [n addition, financial data
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FUEL PROCUREMENT POLICIES AND PROCEDURES
Louisville Gas and Electric Company

Kentucky Utilities Company

Effective Date 10/1/05

will be requested and a supplier credit assessment will be performed in accordance with
company policy. If all operational information, financial data, and other results from the
site visit evaluation are acceptable, the supplier is approved.

Solicitations.

a. Formal Solicitations. The Company shall purchase its Fuel through sealed-bid
solicitations. However, the Company reserves the right to request or accept
Informal Bids for Fuel purchases as described in Section 5B, when in its
judgment, market conditions or plant conditions provide an opportunity to obtain
Fuel more advantageously or more quickly than through the formal sealed-bid
procedures. When the Company foregoes the Formal Solicitation process in
favor of the Informal Bid procedure (Section 5B below), documentation shall be
included in the resulting Contract or Purchase Order file describing the
conditions.

A Request for Quotation (“RFQ") number will be assigned to each quotation
package. The quotation must be returned to the company address as indicated
on or before the due date and time, noting on the mailing label the RFQ number.
The RFQ number will identify the quotation and ensure the quotation is opened
according to the Company’s Fuel Procurement Policies and Procedures.

The RFQ package shall contain the following minimum requirements:
¢ Instructions to Suppliers on the submission of an RFQ, including time and
date the bids are due, correct labeling of bid envelope, signatures
required, etc.
¢ Scope of supply Agreement
e Listing of typical information required from Supplier
Quantity and quality of coal being offered
Cost structure
Length of purchase
Transportation capabilities
Mining capabilities
Other information as required in the RFQ.

¢ Company terms and conditions
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FUEL PROCUREMENT POLICIES AND PROCEDURES
Louisville Gas and Electric Company

Kentucky Utilities Company

Effective Date 10/1/05

RFQ’s shall be opened on or after the established due date and time within the
presence of one or more witnesses from another Department. A numbered log
shall be kept for logging in the receipt of each sealed envelope. This numbered
log shall be signed by the witnesses noting the bids were all sealed prior to
opening and were received prior to the due date and time. Those bids received
after the designated time will be returned unopened to the bidder, unless the
Director waives this provision.

Upon opening the sealed envelopes, each bid shall be given the log number
assigned to it and initialed by the witnesses attending the bid opening.

All candidates shall be given the same opportunity and time frame to respond to
the RFQ. Information clarifications shall be shared with all candidates. A copy of
the RFQ and the original of the Suppliers’ bid documents with evidence of the
witness signatures shall be maintained within the Department.

The Department's Fuel Administrator is responsible for entering the bid data into
the bid evaluation spreadsheet. The spreadsheet contains data fields such as:

Supplier's name (from bid)
Mine name and location (from bid)
Fuel loading point, river milepost or rail loadout (from bid)
Annual price in dollars per ton and cents/MMBtu (from bid)
Transportation cost (assigned by the Fuel Administrator)
Calculated total delivered cost (calculated by the Fuel Administrator)
Fuel technical specifications, such as:

BTU per pound

Sulfur content

Moisture content

Ash content

Chlorine content

Size

Arsenic content
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Louisville Gas and Electric Company

Kentucky Utilities Company
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Hardgrove Index
Other technical specifications as appropriate

The bids are kept in the Fuel Administrator’s desk under lock and key when not
in use.

The Department’'s Manager of Regulated Fuels will independently verify that all
bid data is correctly entered into the bid evaluation spreadsheet. The completed
bid evaluation spreadsheet is then forwarded to Generation Engineering for
entering the bid data into VISTA (a software system that evaluates the impact of
different coal qualities on Unit bus bar costs).

b. Informal Bids. When, in the Company’s judgment, Fuel can be obtained more
advantageously or quickly for a particular plant through the Informal Bid
procedures, the Department may solicit offers or accept unsolicited offers from
Suppliers by telephone, electronic mail, facsimile or otherwise. Although these
bids are typically used for Spot Purchases, circumstances may arise that would
justify the recommendation of a long-term Contract from an Informal Bid process.

Contract Awards. The Department shall review and analyze each Contract offer. The
evaluation will include, but not necessarily be limited to, the items required by the
Company to satisfy operational, environmental and economic criteria. Based upon the
bid evaluation spreadsheet and the ranking reports generated by VISTA, the Corporate
Fuels Department will evaluate and rank all quotations received by total delivered cost
and lowest evaluated cost of electrical energy delivered to the Unit busbar. Other
factors will be considered, including but not limited to, supplier credit assessment,
diversity of region of supply, diversity of transportation mode, and diversity of suppliers.
From this ranking, a short list of bidders may be selected from which the Corporate
Fuels Department intends to conduct further discussions and/or negotiations. The short
list may include unsolicited offers. The size of the short list will be determined solely at
the Department’s discretion. The Department may engage in preliminary negotiations
with Suppliers on the short list to determine which offers warrant further consideration.
The objective of the negotiations shall be to reach Agreements with Suppliers that
provide the Company with favorable terms and conditions, the lowest possible cost of
electrical energy delivered to the Unit bus bar and reliable supply consistent with other
qualifiers related to supplier reliability, environmental constraints, transportation options,
etc. A team may be formed to conduct negotiations with bidders on the short list.
Generally, this team will consist of two or more representatives from the Corporate Fuels
Department. The terms and conditions outlined in the quotation submitted to the
Corporate Fuels Department by the bidder shall be the basis for beginning negotiations
with each potential Supplier. A representative from the Legal Department shall review
documents regarding terms and conditions.

The Corporate Fuels Department may in some instances perform investigations of the
bidders to determine their ability to supply Fuel under the terms and conditions outlined
in their proposals. These investigations may include site visits, mine operation audits,
audits of financial information, test shipments, or other similar actions intended to
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determine the bidder's qualification as a Supplier. The Department shall verify the
adequacy of the proposed source of supply for coal quantity and quality.

The recommended Supplier(s) shall be selected by the negotiating team based upon the
evaluation criteria and the results of the negotiations. The Department’s Fuel
Administrator will prepare the contract award recommendation for approval as detailed in
Section C3. This recommendation will document the selection criteria and pertinent
factors, and in circumstances where more than one company is selected, the
recommendation shall describe the tonnage requirements and other responsibilities of
each of the other recommended Suppliers.

Spot Purchases. Spot purchases may be made by the Company subject to the limit of
authority stated in section C3. In instances where there exists an opportunity to
purchase Distressed Coal or other coal from an Informal Bid, the Manager Regulated
Fuels may recommend the purchase of such coal to the Director Corporate Fuels
without soliciting proposals through the Formal Solicitation process.

Joint Contracts. Joint Contracts shall be made at the discretion of the Department in
order to capture economic benefit from the combined purchasing power of LG&E and
KU. Such discretion will be based upon the Company’s operating requirements,
inventory levels, and condition of the Company’s power plants. The allocation of the
Fuel supplied under a Joint Contract shall be designated in the Contract Award
Recommendation. The Department will make all efforts to schedule delivery of the Fuel
based upon this Fuel allocation.

Documentation. Contracts and Purchase Orders shall be signed by the Supplier and the
Company.

The following documents must be maintained:
e The final list of bidders
e A copy of the bid package
e The bidders’ responses with witnesses’ signatures
e The bid evaluation summary

Fuel Qil. Fuel oil is procured on an "as-needed" basis due to the infrequency of use of
this Fuel and the nature of the oil market. The responsibility for fuel oil procurement
varies. When the need for fuel oil arises, the Corporate Fuels Department and/or the
Power Plants, System Dispatch or other appropriate Company responsible individual will
solicit vendors for offers. Orders are assigned on the basis of lowest delivered cost and
the ability to fill the order. Solicitation results are documented in the Corporate Fuels
Department for purchases made by the Department.

Fuel Supply Agreement Administration:

Compliance. The Department shall review and analyze daily business and operational
reports to properly administer all Fuel and transportation services Agreements. Coal
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weighing and sampling is conducted at each individual power plant site. Coal weights
are measured in accordance with industry-accepted methods. Coal sampling and
analysis is performed in accordance with Generation Services’ System Laboratory
procedures. These procedures have been developed in accordance with ASTM
standards and cover coal sampling, coal sample preparation, coal sample identification,
handling and shipping, and coal analysis on a parameter-by-parameter basis. Coal
quantity and quality are reported to the Department through the Coal Supply
Management System (CSMS).

Amendments. A Contract/Purchase Order shall not be materially amended except after
analysis by the Department, recommendation of the Director, review by the Legal
Department and in accordance with the Authority Matrices in C.3.

Contract Administration. The Department shall maintain the necessary data to
administer the Contracts. Every Supplier's request for a change in terms, conditions, or
prices must be written and supported by adequate data in conformity with the Contract.
Each request shall be analyzed by the Department against the Contract provisions, and
reported with recommendations to the Director. After review by the Director, the
Supplier's request and Department's recommendations shall be reviewed by the Senior
Vice President-Energy Marketing and others as deemed necessary. If any request is not
approved, the Director shall advise the Supplier, specifying the Company's objections
and requesting an adequate explanation. If the Supplier's response is not approved,
negotiations between the Supplier and Company as dictated by Contract terms, shall be
the primary method of resolving the issue.

Supplier's Relief. Any Supplier's request or claim for relief from compliance with any
provision of the Contract's terms such as Force Majeure conditions, quality
specifications, approval of alternate sources, etc, must be in writing with an adequate
description of conditions warranting nonperformance. Each request or claim shall be
reviewed by the Director and the Company's Legal Department.

Inspections. The Director shall cause inspections of mining and other facilities of a
Contract coal Supplier or other Fuel supply facilities as part of Contract Administration.

Emission Allowance Management. All allowances offered in connection with supplying
fuel for either LG&E or KU generating units will be managed in accordance with the
Generation Services SO2 Compliance Strategy, dated November 2004. The appropriate
way to accommodate any additional allowances (offered in conjunction with supplying
fuel) will be dependent on the quantity and vintage of the allowances offered.

Fuel Supply Agreement Enforcement:

General Enforcement Policy. Supplier obligations under Fuel supply Agreements shall
be enforced by the Company to ensure Supplier compliance with the Company's overall
procurement policy and to provide for the continuing supply of Fuel.

Department Responsibility. Whenever it is determined that a shipment does not meet the
Fuel Supply Agreement terms or a Supplier is not complying with the Fuel Supply
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Agreement terms, the Department shall inform the Supplier and direct that subsequent
shipments be in compliance.

Legal Assistance:

The Department shall have access to, and may receive advice from, the Legal
Department on all matters relating to Fuel procurement, administration and enforcement.

Inventory Levels:

The Company has an obligation to ensure the availability of continuous reliable service
to its customers. Decisions affecting Fuel inventory shall be responsive to this
obligation.

The Company shall maintain an adequate inventory to ensure service reliability while
allowing for enough flexibility so inventory levels can be responsive to known and
anticipated changes in conditions and avoid the risks due to unforeseen conditions.
Inventory targets are established (based upon forecasted burn for each plant,
deliverability and quality of the required fuel to each plant, the position of the plant in the
dispatch order, risk of market supply-demand imbalance, and the ability to conduct quick
spot market transactions) by the Department, and then reviewed by the Senior
Management of Energy Services. The general level of inventory is adjusted to meet
anticipated conditions (i.e. summer/winter peak load, river lock outages, Unit outages,
fuel unloading system outages, etc).

Coal inventories are reported monthly in the Department’s Monthly Fuels Management
Report. The report contains graphs and other data noting the actual inventory level
versus the inventory target for each Station. Inventory levels are also discussed and
reported in the monthly Energy Services Trading Meeting and any variances from
inventory targets are explained. The Manager of Regulated Fuels has primary
responsibility for inventory monitoring and management.

Emergency Procurement:

Any one or more of the procedures described herein may be waived by the Senior Vice
President-Energy Marketing, whenever, Fuel must be purchased due to extraordinary
conditions such as strikes, lockouts or other labor problems affecting Fuel production or
transportation, embargoes, mining or other problems affecting production or
transportation, existing and/or forecast extreme weather conditions, or any other
conditions or circumstances that can be reasonably foreseen as impairing the continued
supply of Fuel to the Company. When such a purchase is made, documentation of
circumstances will be included in the Contract or Purchase Order file.

Transportation Services Contracts:

Transportation services bids shall be requested and Contracts negotiated whenever
appropriate. A tariff may be used in lieu of a Contract Agreement if conditions warrant.
If a tariff is used for rates and terms and conditions, the Department will send.a
confirming letter indicating its acceptance of the tariff rates and outlining any exceptions
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taken thereto. Transportation services under tariff rates and conditions may be
terminated at any time by the Company. Consideration shall generally be given to the

following factors when considering the need or desirability to make a transportation
services Agreement:

e plant requirements;

the locations of potential coal Suppliers;

o the most desirable transportation modes available;
e coal unloading and handling system constraints;

e existing transportation routes and transfer points between Suppliers and
Company generating Stations;

¢ desirability of maintaining flexibility with different modes of transportation;
* economics;

e other factors which may affect the delivery of coal to the Company’s
generating Stations.

The process of selecting and contracting for transportation services will vary with the
mode of transportation being sought. For barge and truck deliveries, the Department will
generally use the Company's accepted competitive bidding procedures. In instances
where only one rail carrier may serve a plant, direct negotiations with the rail carriers
serving a particular coal source may be initiated. The selection of a transportation
Supplier will generally be based upon, but not necessarily limited to, cost, reliability, coal
unloading and handling system constraints, and other factors. All transportation service
Agreements must be in writing and signed by all parties. The approval procedures set
forth in Section C.3 shall be used for the approval of all transportation Contracts.

Affiliate Transactions:

Transactions and relationships between the Company and its unregulated affiliates are
governed by four governmental agencies: the Kentucky Public Service Commission, the
Federal Energy Regulatory Commission, the Securities and Exchange Commission, and
as regards Kentucky Utilities Company, the Virginia State Commission.

The Company may purchase coal from an affiliate at the lesser of cost or market, if such
a transfer is reasonably required by the Company to meet an Emergency and the
Company believes in good faith that, under the circumstances, the transaction will be to
the advantage of the Company. At the time of the affiliate transaction, the Company will
document through the award recommendation process, the pricing basis and the
justification for the affiliate transaction. The Company shall report any such purchase in
its next recurrent report due to the Commission (Form A or Form B filing, or their
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successor(s)). All such affiliate transactions must as a minimum, meet the requirements
of the Affiliate Transaction Overview, dated May 26, 2003, including the requirements of
Kentucky Revised Statutes Chapter 278, Kentucky Public Service Commission Sections
2201 through 2219; the Securities and Exchange Commission, Title 17 — Commodity
and Security Rules, Part 250 — General Rules and Regulations; and Virginia State
Corporation Commission, Code of Virginia Title 56 — Chapter 4 and any other applicable
affiliate transaction rules.

Ethics and Conduct:

The Company recognizes the importance of following the Company’s Code of Ethics to
guide the conduct of the Corporate Fuels Department in the performance of its duties
and responsibilities:

The Department shall endeavor to serve the best interests of the Company and its
customers in the performance of the Department’s duties and responsibilities.

Fuels staff shall adhere to the ethical standards and policies of the Company.

Each employee involved with the procurement of Fuel will be required to annually file a
"Conflict of Interest" statement with the Company.

Originally issued at Louisville, Kentucky, the 10th day of February, 2003.
Revised effective October 1, 2005.
Louisville Gas and Electric Company

Kentucky Utilites Company

By /w%z.(’“—'

/
Paul Thompson
Senior Vice President - Energy Services

By ,WA/

Martyn Gallus
Senior Vice President — Energy Marketing
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Please state your name, position and business address.

My name is John P. Malloy. My business address is 220 West Main Street,
Louisville, Kentucky 40202. I am the Director of Generation Services for E.ON
U.S. Services Inc. on behalf of Louisville Gas énd Electric Company ("LG&E")
and Kentucky Utilities Company ("KU") (collectively "the Companies"). A

statement of my qualifications is attached as Appendix A.

Q. Have you previously testified before this Commission?

A. Yes, I have testified several times, including Case Nos. 2004-00465" and 2004-

004667, the Companies’ most recent two-year Fuel Adjustment Clause reviews.

What is the purpose of your testimony?

A. I am submitting this testimony in accordance with the Order entered in this
proceeding by the Commission on December 18, 2006 (“Order”), directing LG&E
to file written direct testimony to address changes in the wholesale electric power
market and how those changes have impacted, or will impact in the future,

LG&E’s power procurement practices.

Q. What changes have occurred in the wholesale electric power market during

the period November 1, 2004 through October 31, 2006 (if any) that have

" In the Matter of: An Examination by the Public Service Commission of the Application of the Fuel Adjustment Clause
of Kentucky Ulilities from November 1, 2002 to October 31, 2004

2 In the Matter of: An Examination by the Public Service Commission of the Application of the Fuel Adjustment Clause
of Louisville Gas and Electric Company from November I, 2002 to October 31, 2004
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significantly affected or may significantly affect LG&E's Electric Power
procurement practices?

From November 1, 2004, to April 1, 2005, the Companies operated as members
of the Midwest Independent Transmission System Operator, Inc. (“MISO”), in a
so-called “Day 1” configuration. Beginning April 1, 2005, however, MISO’s
“Day 2” market, governed by MISO’s Transmission and Energy Markets Tariff,
became operational and changed the way the Companies procured power and
served native load customers. The functioning of the Day 2 market is a matter of
record in the Commission’s investigation into the Companies’ MISO
membership, Case No. 2003-00266. The record of that proceeding also details
the Companies’ reasons for seeking to withdraw from MISO membership.

The Companies fully withdrew from MISO membership and Day 2
operation on September 1, 2006. Prior to that, by order dated March 17, 2006, the
Companies obtained conditional authority from the Federal Energy Regulatory
Commission (“FERC”) to withdraw from MISO and operate with the Southwest
Power Pool (“SPP”) serving as tariff administrator and Tennessee Valley
Authority (“TVA”) serving as reliability coordinator.>  This Commission
approved the Companies’ withdrawal from MISO membership by order dated
May 31, 2006, in Case No. 2003-00266;" the Commission approved the

Companies’ arrangement with SPP and TVA by order dated July 6, 2006, in Case

3 Louisville Gas and Electric Company, et al., Docket Nos. EC06-4-000 and EC06-4-001, and LG&E
Energy LLC, Docket Nos. ER06-20-000 and ER06-20-001, Order Conditionally Approving Request to
Withdraw from the Midwest ISO (March 17, 2006).

4 In the Matter of: Investigation into the Membership of Louisville Gas and Electric Company and
Kentucky Utilities Company in the Midwest Independent Transmission System Operator, Inc.
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No. 2005-00471.> Now that the Companies have exited MISO, they are able to
procure economic power from all producers, including those in the MISO

footprint.

What changes does LG&E expect to occur in the wholesale power market
within the next two years that may significantly affect LG&E’s Electric
Power procurement practices?
As a general matter, LG&E’s electric power procurement practices will continue
to be guided by the same philosophy that has guided them to date. That
philosophy is to serve the Company’s native load customers through reasonable,
least-cost resources. Over time, the Company has achieved this goal primarily by
investing in, owning, and operating generation assets; a recent example of this is
the Company’s investment in Trimble County Unit No. 2. This approach to
serving the Company’s customers ensures that the Company can wisely use the
market to serve native load when market prices for power are lower than the cost
of using another of the Company’s generating assets to serve incremental load.
This philosophy allows the Company to procure power from the market when it is
economic to do so.

That being said, several issues merit consideration. FERC policy related
to market-based rate authority continues to be in a state of flux. FERC has issued

a Notice of Proposed Rulemaking related to this topic,® and a final rule has yet to

3 In the Matter of the Application of Louisville Gas and Electric Company and Kentucky Utilities Company
for Authority to Transfer Functional Control of their Transmission System.

¢ Market-Based Rates for Wholesale Sales of Electric Energy, Capacity and Ancillary Services by Public
Utilities, Docket No. RM04-7-000, Notice of Proposed Rulemaking (May 19, 2006), 115 FERC Y61,210.
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be promulgated by FERC. Under current rules, the uncertainty of how FERC
may act in the future could limit the willingness of parties to make long-term
power sales. The potential future rules, as set out in the Notice of Proposed
Rulemaking, contain limitations on market-based rate authority that may cause
many utilities to limit their wholesale sales due to loss of market-based rate
authority in markets where they would otherwise sell; being limited to cost-based
rates would likely decrease the volume of wholesale transactions that occur,
which could impact market liquidity and the Companies’ procurement.

Secondly, and of greater concern to the Combined Companies, is the
regional consumption of base load capacity which places greater reliance on
natural gas generation resources. This reliance and utilization of natural gas
resources will continue to place these units on the margin more than at any time in
the recent history. This increased utilization coupled with the historic volatility
and availability of natural gas supplies may negatively impact capacity entering
the wholesale market and result in sharply rising market prices. The Combined
Companies ability to serve its customers with its own supply side resources will
be increasingly more important to security of supply.

Lastly, electric transmission constraints into the Combined Companies
control area may limit the potential for wholesale import of electricity to serve
native load under certain conditions.

The Combined Companies continue to evaluate the changing wholesale
market conditions and ensure strategies are in place to effectively produce / secure

energy for our native load customers.



Q. Does this conclude your testimony?

Yes.
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) SS:
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The undersigned, John P. Malloy, being duly sworn, deposes and says he is Director —
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Appendix A

John P. Malloy

Director — Generation Services
E.ON U.S. Services Inc.

220 West Main Street

P.O. Box 32010

Louisville, Kentucky 40202
(502) 627-4836

Education

Indiana University, Master Business Administration — 2000
Indiana University, B.S. in Finance - 1998

Previous Positions

Louisville Gas and Electric Company, Louisville, Kentucky:
1998-2003 — Maintenance Manager, Mill Creek
1996-1998 — Manager Resource / Project Management, Louisville Gas and
Electric - Fleet
1989-1996 — Instrument and Electrical Supervisor, Mill Creek
1986-1989 — Instrument and Electrical Technician, Mill Creek
1984-1986 — Production Operations, Mill Creek
1983-1984 — Coal Handling Operations, Cane Run
1980-1983 — Instrument and Electrical Technician, Cane Run

Other Professional Associations

LG&E Credit Union
2001-Present Chairman, Board of Directors
1998 - 2001  Treasurer, Board of Directors
1995-1998 Board of Directors
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Q-1.

A-1.

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 1

Witness: Robert M. Conroy

State the month to be used as the base period (b). Include a comprehensive,
detailed explanation of the factors considered in the selection of this month as
being representative of the net generating cost per kWh that LG&E will incur
between November 1, 2006 and October 31, 2008 (“the next 2-year period™).

LG&E recommends that the per unit fuel cost for March 2006 be used as the base
period. The attached table shows the per unit fuel cost for March 2006 was
$0.01703/kWh. LG&E estimates that the average per unit fuel cost for the period
November 2006 through October 2007 will be $0.01672/kWh; and the average
per unit fuel cost for the period November 2007 through October 2008 will be
$0.01853/kWh. The per unit fuel cost for March 2006 of $0.01703/kWh is well
within the range of the next 2-year period and approximates the average of
projected fuel estimates for the 2-year period ($0.01768/kWh). For these reasons
LG&E believes that March 2006 is the appropriate month to use as the base
period for the next 2-year period.

LG&E determined the projected F(m)/S(m) results using projected coal, oil and
gas expenses, purchased power expenses, off-system sales revenues and all
associated generated, purchased and sold kilowatt hours for the period.



Attachment to Question No. 1
Page 1 of 1
Conroy
LOUISVILLE GAS & ELECTRIC COMPANY

RETAIL FUEL ADJUSTMENT CLAUSE
FUEL COST PER KWH
FOR THE EXPENSE MONTHS ENDING OCTOBER 31, 2006

(1) @) 3) ) )
EXPENSE EXPENSE | FAC BASE BILLING BILLING
MONTH MONTH $/KWH MONTH MONTH
$/KWH FACFACTOR
COL2-3
Jan-06 $0.01473 $0.01349 Mar-06 $0.00124
Feb-06 $0.01617 $0.01349 Apr-06 $0.00268
Mar-06 $0.01703 $0.01349 May-06 $0.00354
Apr-06 $0.01623 $0.01349 Jun-06 $0.00274
May-06 $0.01568 $0.01349 Jul-06 $0.00219
Jun-06 $0.01624 $0.01349 Aug-06 $0.00275
Jul-06 $0.01589 $0.01349 Sep-06 $0.00240
Aug-06 $0.01869 $0.01349 Oct-06 $0.00520
Sep-06 $0.01656 $0.01349 Nov-06 $0.00307
Oct-06 $0.01830 $0.01349 Dec-06 $0.00481
AVERAGE $0.01655 $0.01349 AVERAGE $0.00306







Q-2.

A-2.

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 2

Witness: Robert M. Conroy

Provide a calculation of the fossil fuel costs F(b) that LG&E proposes to use to
calculate the base period fuel cost. This calculation shall show each component of
F(b) as defined by Administrative Regulation 807 KAR 5:056. Explain why the
fuel cost in the selected base period is representative of the level of fuel cost that
LG&E will incur during the next 2-year period.

Attached is a copy of the Fuel Cost Schedule for March 2006, which shows the
component of F(b) as defined by 807 KAR 5:056.

As explained in the response to Question No. 1, LG&E reviewed the per unit fuel
cost for each month during the January 2006 through October 2006 period and
compared those values to the forecasted per unit fuel cost for the next 2-year
period. As a result, F(b) and S(b) were considered together in determining the
appropriate month to use as a new fuel basing point.



(A)

B

(&)

D)

LOUISVILLE GAS AND ELECTRIC COMPANY

FUEL COST SCHEDULE

Expense Month : March 2006

Company Generation

Coal Burned

Oil Burned

Gas Burned

Fuel (assigned cost during Forced Outage)

Fuel (substitute cost for Forced Outage)
SUB-TOTAL

Purchases

Net energy cost - economy purchases
Identifiable fuel cost - other purchases
Identifiable fuel cost (substitute for Forced Outage)
Less Purchases Above Highest Cost Units
Internal Economy
Internal Replacement
SUB-TOTAL

Inter-System Sales

Including Interchange-out

Internal Economy

Internal Replacement

Dollars Assigned to Inter-System Sales Losses
SUB-TOTAL

Over or (Under) Recovery

From Page 4, Line 13

TOTAL FUEL RECOVERY (A+B-C-D) =

Notes: (1) Reflects exclusion of IMEA/IMPA portion of Trimble County fuel cost with recognition
of 1% transmission losses per Commission's Order in Case No. 96-524A, B, and C.

Coal burned =
Oil burned =

Attachment to Question No. 2

$9,112
$32

)
)
6]
)
)

)
+)
)
)

$18,286,828
14,135
1,427,104
687,758
656,407
$19,759,418

$ 2,485,757

82,386

2,285,702
$ 4,689,073

$ 2,528,998
6,157,981

25,290
$ 8,712,269

5 (64471)

$15,800,693

Page 1of 1
Conroy

Form A
Page 2 of 5

n
M






Q-3.

A-3.

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 3

Witness: Robert M. Conroy

Provide a schedule showing each component of sales as defined by
Administrative Regulation 807 KAR 5:056 in the selected base period (b).
Explain why LG&E believes that the sales in the selected base period (b) are
representative of the level of kWh sales that LG&E will derive from the level of
fuel cost incurred during the selected base period (b).

Attached is a copy of the Sales Schedule for March 2006, which shows the
component of F(b) as defined by 807 KAR 5:056.

As explained in the response to Question No. 1, LG&E reviewed the per unit fuel
cost for each month during the January 2006 through October 2006 period and
compared those values to the forecasted per unit fuel cost for the next 2-year
period. As a result, F(b) and S(b) were considered together in determining the
appropriate month to use as a new fuel basing point.



Attachment to Question No. 3
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Page 3 of 5

LOUISVILLE GAS AND ELECTRIC COMPANY
SALES SCHEDULE (KWH)

Expense Month : March 2006

(A) Generation (Net) ) 1,231,770,900
Purchases including interchange-in +) 92,433,000
Internal Economy ) -
Internal Replacement ) 85,453,000

SUB-TOTAL 1,409,656,900

(B) Inter-system Sales including interchange-out ) 89,392,000
Internal Economy (+) 345,430,000
Internal Replacement +) -
System Losses (974,834,900 KWH times 4.81%) +) 46,889,559

SUB-TOTAL 481,711,559

TOTAL SALES (A-B) 927,945,341






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 4
Witness: Robert M. Conroy

Q-4. Provide a schedule showing the calculation of LG&E’s proposed increase or
decrease in its base fuel cost per kWh to be incorporated into its base rate.

A-4. Current Base $0.01349/kWh

Proposed Base $0.01703/kWh

Increase in Base Rates $0.00354/kWh






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 5
Witness: Mike Dotson

Q-5.  Provide LG&E’s most recent projected fuel requirements for the years 2007 and
2008 in tons and dollars.

A-5, Tons Dollars
2007 7,601,000 $272,250,618
2008 7,960,000 $309,133,103







Confidential Information Redacted

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 6

Witness: Robert M. Conroy

Q-6. Provide LG&E’s most recent sales projections for the years 2007 and 2008 in

k'Wh and dollars.
A-6. Year Forecasted kWh Forecasted $
2007 12,564,418,440 s

2008 12,850,218,828 y






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 7
Witness: Robert M. Conroy

Q-7. Provide separately the amounts of power purchases used in the calculation of
sales provided in response to Item 3.

A-7. Attached is a copy of the data from the Purchased Power Transaction Schedule
for March 2006, which is used in the calculation of sales as defined by 807 KAR
5:056 and shown in response to Item 3.



Attachment to Question No. 7
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Louisville Gas and Electric Company
Purchased-Power Transaction Schedule

March 2006
Company KWH
Purchases
Midwest Independent Transmission System Operator, Inc. 1,719,000
Kentucky Utilities Company 85,543,000
Ohio Valley Electric Corporation ‘ 90,624,000

Total 177,886,000







LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18,2006

Case No. 2006-00510
Question No. 8
Witness: Robert M. Conroy

Q-8. Provide separately the amounts of intersystem power sales used in the calculation
of sales provided in response to Item 3.

A-8. Attached is a copy of the data from the Sales-Power Transaction Schedule for
March 2006, which is used in the calculation of sales as defined by 807 KAR
5:056 and shown in response to Item 3.



Attachment to Question No. 8
Page 1 of 1
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Louisville Gas and Electric Company
Sales-Power Transaction Schedule

March 2006
Company KWH
Midwest Independent Transmission System Operator, Inc. 89,392,000
Kentucky Utilities Company 345,430,000

Total 434,822,000






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 9
Witness: John P. Malloy

Q-9. Provide the planned maintenance schedule for each of LG&E’s generating units
for the years 2007 and 2008.

A-9. The information requested is being provided pursuant to a Petition for
Confidential Treatment.






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 10
Witness: John P. Malloy
Q-10. For the years ending October 31, 2005 and October 31, 2006, provide:
a. maximum annual system demand; and,

b. average annual demand.

A-10. a. Maximum annual net system demand:

Year Ending Peak Demand (MW)
October 31, 2005 2,754
October 31, 2006 2,729

b. Average annual system demand:

Year Ending Average Demand (MW) *
October 31, 2005 1,477
October 31, 2006 1,459

* Average demand is calculated as the year ending energy divided by the hours
per year






Q-11.

A-11.

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 11

Witness: John P. Malloy

List all firm power commitments for LG&E for the years 2007 and 2008 for (a)
purchases and (b) sales. This list shall identify the other party (buyer or seller), the
amount of commitment in MW, and the purpose of the commitment (e.g.,

peaking, emergency).

a. Firm Purchases

The firm purchases for Ohio Valley Electric Corporation (“OVEC”) for the
forecast period are shown in the table below:

OVEC (Jan 2007)
OVEC (Feb 2007)
OVEC (Mar 2007)
OVEC (Apr 2007)
OVEC (May 2007)
OVEC (Jun 2007)
OVEC (Jul 2007)
OVEC (Aug 2007)
OVEC (Sep 2007)
OVEC (Oct 2007)
OVEC (Nov 2007)
OVEC (Dec 2007)

Companies’ LG&E Portion
Amt (MW) (MW) Purpose

~171 ~118 Baseload
~156 ~108 Baseload
~156 ~108 Baseload
~157 ~109 Baseload
~171 ~118 Baseload
~176 ~122 Baseload
~174 ~120 Baseload
~174 ~120 Baseload
~168 ~116 Baseload
~162 ~112 Baseload
~155 ~107 Baseload
~171 ~118 Baseload

LG&E will purchase their contractual Power Participation Ratio of (5.63%) of the
released capacity for OVEC in 2007. OVEC released capacity for 2008, although
not determined at this time, is expected to be similar to 2007.

b. Sales

None.






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 12
Witness: Robert M. Conroy

Q-12. Provide a monthly billing summary for all sales other than native load sales for
the period November 1, 2004 through October 31, 2006.

A-12. Please see the attached sheets.



for the Month ending November 30, 2004
Associated Elect Cooperative
American Electric Power Service Corp.
Alcoa Power Generating Inc.
Aquila, Inc. D/B/A Aquila Networks
Bp Energy Company
Big Rivers Electric Corp.
Big Rivers Electric Corp.
Cargill- Alliant, LLC
Cinergy Services, Inc.
Cobb Electric Membership Corporation
Conocophillips Company
Constellation Power Source, Inc.
Consumer Energy
Dominion Energy Marketing, Inc.
Detroit Edison
Dayton Power And Light Company
Dte Energy Trading, Inc.
Duke Energy Trading And Marketing LL.C
East Kentucky Power Cooperative
Hoosier Energy Rural Electric Coop.
1ilinois Municipal Electric Agency
Indianapolis Power & Light Co.
Kansas City Power & Light
Lg&E Energy Marketing Inc.
Merrili Lynch Commodities, Inc.
No. Indiana Public Service Co.
Northem States Power Company
Ohio Valley Electric Corporation
Select Energy, Inc.
“empra Energy Trading Corp.

uthern Indiana Gas & Electric Co.
»plit Rock Energy LLC
Strategic Energy LLC
Tenaska Power Services Co.
Transalta Energy Marketing (U.S.) Inc.
Tennessee Valley Authority
Westar Energy, Inc.
Wabash Valley Power Association
Miscelianeous
East Kentucky Power Cooperative
Kentucky Utilities Company
East Kentucky Power Cooperative
Hoosier Energy Rural Electric Coop.
TOTAL

LGE

KWH

996,000
3,827,000
3,410,000
5,576,000
7,623,000

147,000

767,000
7,421,000

13,266,000
422,000
49,000
36,147,000

474,000

1,606,000

17,719,000
474,000
30,340,000
12,837,000
9,903,000
14,738,000
16,000
83,000
1,560,000
17,514,000
2,524,000
34,684,000
3,157,000
9,000

759,000
5,219,000

847,000
4,409,000

64,000

341,000
5,701,000
3,667,000
1,472,000
1,925,000

26,748,000
478,427,000

756,868,000 S

Attachment to Response to Question No. 12

DEMAND(S) CHARGES(S)

15,940.15
77,322.83
39,031.92
109,986.45
102,977.93
3,031.99
36,521.53
127,350.38
193,087.03
9,049.78
879.19
652,073.77
6478.13
3428773
30907547
11482.13
44772753
190,813.52
179,260.69
106,952.80 211,009.21
199.95
224154
2741123
300,666.12
5201805
644,893.84
7427461
436.91
14,016.24
94,764.60
13,715.50
106,615.21
1352.36
6,737.72
107,764 24
61,179.34
31,359.33
37.997.26
32.10
364,470.39 292,806.35
6,091,269.46

471,423.19 § 10,719,139.32

s

OTHER
CHARGES(S)

19,397.99
94,096.23
47,498.99
134,089.23
125316.62
3,689.71
44,444.03
155,024.55
234.972.82
11,012.91
1,069.91
793,526.15
7,883.41
41,72567
375.940.56
1397292
544,746 .62
232,165.90
218,147.17
256,782.80
24331
2,721.77
3335747
365,888.70
63,302.17
784,788.68
90,386.78
531.69
17,056.73
11532158
16,690.75
129,742.92
164571
8,199.33
131,141.21
74,450.80
38,162.02
46,239.92
(32.10)
114,375.80
36,855.00
1,701.00
5428,28143

Page 1 of 24
Conroy

TOTAL
CHARGES(S)

35,338.14
171,419.06
86,530.91
244,075.68
228,294.55
6,721.70
80,965.56
282,374.93
428,059.85
20,062.69
1,949.10
1,445,509.92
14,361.54
76,013.40
685,016.03
25,455.05
992,474.15
422,979.42
397,407.86
574,744.81
443.26
4,969.31
60,768.70
666,554.82
11532022
1,429,682.52
164,661.39
968.60
31,072.97
210,086.18
30,406.25
236,358.13
2,998.07
14,937.05
238,905.45
135,630.14
69,521.35
84,237.18
771,652.54
6,091,269.46
36,855.00
1,701.00
16,618,843.94



For the Month Ending December 31, 2004
Associated Elect Cooperative
American Electric Power Service Corp.
Ameren Energy, Inc.
Aquila, Inc, D/B/A Aquila Networks
Bp Energy Company
Big Rivers Electric Corp.
Big Rivers Electric Corp.
Cargill- Alliant, LLC
Cinergy Services, Inc.
Citadel Energy Products LLC
Consteliation Power Source, Inc.
Consumer Energy
Dominion Energy Marketing, Inc.
Detroit Edison
Dayton Power And Light Company
Dte Energy Trading, Inc.
Duke Energy Trading And Marketing LLC
East Kentucky Power Cooperative
Hoosier Energy Rural Electric Coop.
linois Municipal Electric Agency
Indiana Municipal Power Agency
Kansas City Power & Light
Lg&E Energy Marketing Inc,
Merrill Lynch Commodities Inc.
Morgan Stanley Capital Group, Inc.
No. Indiana Public Service Co.
Northem States Power Company
Ohio Valley Electric Corporation
Pseg Energy Resources & Trade LLC
“~uth Carolina Electric & Gas

ect Energy, Inc.
wempra Energy Trading Corp.
Southern Indiana Gas & Electric Co.
Southern Hlinois Public Ser.
Split Rock Energy LLC
Strategic Energy LLC
The Energy Authority
Tenaska Power Services Co.
Transalta Energy Marketing (U.S.) Inc
Tennessee Valley Authority
Westar Energy, Inc.
Western Farmers Electric Cooperative
Wabash Valley Power Association
Miscellaneous
East Kentucky Power Cooperative
Kentucky Utilities Company
East Kentucky Power Cooperative
Hoosier Energy Rural Electric Coop.
TOTAL

KWH

6,824,000
12,675,000
1,668,000
7,566,000
12,577,000
444,000
1,448,000
14,654,000
19,565,000
9,207,000
43,865,000
1,172,000
1,826,000
23,066,000
1,803,000
47,637,000
1,657,000
13,847,000
11,019,000
1,467,000
1,165,000
2,479,000
2,872,000
9,701,000
4,884,000
39,361,000
4,131,000
32,000
1,443,000
3,412,000
1,226,000
7,493,000
1,325,000
4,734,000
4,670,000
1,599,000
289,000
93,000
5,815,000
5,998,000
5,112,000
99,000
1,555,000

23,039,000
496,100,000

862,614,000 $

DEMAND(S)

101,703.53

366,610.03

468,313.56 $

Attachment to Response to Question No. 12

CHARGES(S)

126,574.31
278,061.40
34,138.83
157,538.17
199,559.81
10,266.21
78,512.58
26541327
34292525
168,757.00
808,617.14
15,171.16
39,619.00
493,571.78
4428936
750,268.73
3122425
26772344
169,546.52
34,358.85
2844117
68,173.17
75,191.42
176,549.62
110,468.68
791,968.63
107,080.35
1,736.55
33,192.51
86,021.90
23,66585
151,477.35
25,949.12
97,609.93
109,158.58
29,781.78
493275
2,944 34
107,546.64
125,126.98
116,741.34
1959.15
36,045.73
0.18
27132515
7.067813.70

13,967,039.63

3

OTHER
CHARGES(S)

117,088.24
25721904
31,580.32
138,197.71
184,603.89
9,496.81
72,628.48
245,762.80
317,224.86
156,109.57
748,015.70
14,034.16
36,649.78
457,145.73
40,970.11
694,040.16
29,368.08
247,659.03
156,839.93
31,783.83
26,309.66
63,063.95
69,556.23
163318.19
102,189.64
732,614.90
99,055.26
1,606.40
30,704.92
79.575.03
21,892.21
140,124 95
24,004.38
50,294.59
100,977.74
27,549.79
4,563.07
2,723.68
99,486.59
115,749.38
10799222
181237
3334434
0.18)
106,514 .45
137.36
42,966.00
2,772.00
6,277,317.35 $
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TOTAL
CHARGES(S)

243,662.55
535,280.44
65,719.15
295,735.88
384,163.70
19,763.02
151,141.06
511,176.07
660,150.11
324,866.57
1,556,632.84
29,205.32
76,268.78
950,717.51
85,259.47
1,444,308.89
60,592.33
515,382.47
428,089.98
66,142.68
54,750.83
131,237.12
144,747.65
339,867.81
212,658.32
1,524,583.53
206,135.61
3,342.95
63,897.43
165,596.93
45,558.06
291,602.30
49,953.50
187,904.52
210,136.32
57,331.57
9,495.82
5,668.02
207,033.23
240,876.36
224,733.56
3,771.52
69,390.07
744,449.63
7,067,951.06
42,966.00
2,772.00
20,712,670.54



For the Month Ending January 31, 2005
Associated Elect Cooperative
American Electric Power Service Corp.
Ameren Energy, Inc.
Aquila, Inc. D/B/A Aquila Networks
Bp Energy Company
Branscan Energy Marketing, Inc.
Big Rivers Electric Corp.
Big Rivers Electric Corp.
Cargill- Alliant, LLC
Cinergy Services, Inc.
Citadel Energy Products LLC
Cobb Electric Membership Corporation
Conective Energy Supply, Inc
Constellation Power Source, Inc.
Consumer Energy
Dominion Energy Marketing, Inc.
Detroit Edison
Dayton Power And Light Company
Dte Energy Trading, Inc.
Duke Energy Trading And Marketing LLC
East Kentucky Power Cooperative
Hoosier Energy Rural Electric Coop.
Indianapolis Power & Light Co.
Kansas City Power & Light
Lg&E Energy Marketing Inc.
Merrill Lynch Commodities Inc.
Morgan Stanley Capital Group, Inc.
No. Indiana Public Service Co.
Northern States Power Company
ccidental Power Services, Inc.

io Valley Electric Corporation
. ublic Service Company Of Colorado
Pseg Energy Resources & Trade LLC
South Carolina Electric & Gas
Select Energy, Inc.
Sempra Energy Trading Corp.
Southern Indiana Gas & Electric Co.
Southern Iilinois Public Ser.
Split Rock Energy LLC
Strategic Energy LLC
The Energy Authority
Tenaska Power Services Co.
Transalta Energy Marketing (U.S.) Inc.
Tennessee Valley Authority
Westar Energy, Inc.
Wabash Valley Power Association
East Kentucky Power Cooperative
Kentucky Utilities Company
East Kentucky Power Cooperative
Hoosier Energy Rural Electric Coop.

TOTAL

LGE

KWH

10,830,000
60,745,000
4,773,000
4,099,000
(32,000)
1,328,000
847,000
200,000
54,539,000
19,058,000
2,246,000
299,000
111,000
21,137,000
31,243,000
1,474,000
69,815,000
1,282,000
19,312,000
361,000
8,979,000
6,854,000
2,487,000
1,444,000
917,000
10,668,000
117,000
37,503,000
2,777,000
2,671,000
11,000
642,000
642,000
1,920,000
1,203,000
7,660,000
2,473,000
811,000
9,686,000
7,430,000
17,000
3,004,000
2,926,000
16,172,000
5,748,000
1,183,000
26,944,000
538,328,000

1,004,884,000 S

Attachment to Response to Question No. 12

DEMAND(3) CHARGES(S)

192,489.22
1.275,629.46
123,065.26
82,035.93

(495 39)
24,837.31
21,744.91
11,063.48
1,239,164 84
452,245.06
36,712.88
522946
383592
420407.69
657,089.28
36,644.24
1,637,177.86
28,731.62
378,068.23
16377.26
22301045
148,476.10
82,9335
2935285
16,780.06
21695924
452634
808,773.92
82,526.28
41963 40
60544
12,998.11
11,161.60
40,160.69
19,779.10
180,990.21
52,594.06
18,993.20
195,396.97
167,760.77
505.63
54,635.15
59,736.00
321,019.31
106,627.06
33,073.51
379,898.30 332,962.77
8,997,525.96

379,898.36 S

18,903,881.95 $

OTHER
CHARGES(S)

17748644
1,178,400.16
11347343
7564197
844.64
22901 48
21,121.75
10,201.18
1,143 ,230.86
416,996.63
33,851.45
482186
353696
387,793.37
605,875.10
33,788.16
1,509,574.62
26,492.24
348,601.23
15,100.80
204 ,473.08
136,684 42
7646934
27,065.06
15472.19
200,049.22
4,500.24
745,737.29
76,094 10
38,692.73
55826
11,985.03
10,291.67
37,030 54
18,237.50
167329.16
48,494 84
16374.73
180,167.55
154,744.29
466.21
50,376.83
54,887.88
295.998.74
9831643
3171415
128,049 07
26,122 00
1412.00
8,987,528.88
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TOTAL
CHARGES(S)

369,975.66
2,454,029.62
236,538.69
157,677.90
34925
47,738.79
42,866.66
21,264.66
2,382,395.70
869,241.69
70,564.33
10,051.32
7,372.88
808,201.06
1,262,964.38
70,432.40
3,146,752.48
55,223.86
726,669.46
31,478.06
427,483.53
285,160.52
159,402.59
56,417.91
32,252.25
417,008.46
9,026.58
1,554,511.21
158,620.38
80,656.13
1,163.70
24,983.14
21,453.27
77,191.23
38,016.60
348,319.37
101,088.90
35,367.93
375,564.52
322,505.06
971.84
105,011.98
114,623.88
617,018.05
204,943.49
64,787.66
840,910.14
8,997,525.96
26,122.00
1,412.00
28,271,309.13



For the Month Ending February 28, 2005
Associated Elect Cooperative
American Electric Power Service Corp.
Ameren Energy Marketing Company
Ameren Energy, Inc.

Ameren Ip

Aquila, Inc. D/B/A Aquila Networks
Biack Oak Capital, LLC

Bp Energy Company

Branscan Energy Marketing, Inc.
Big Rivers Electric Corp.

Big Rivers Electric Corp.

Cargill- Alliant, LLC

Cinergy Services, Inc.

Citadel Energy Products LLC

Cobb Electric Membership Corporation
Constellation Power Source, Inc.
Consumer Energy

Coral Power LL.C.

Dominion Energy Marketing, Inc.

Detroit Edison
Dayton Power And Light Company
Dte Energy Trading, Inc.

Buke Energy Trading And Marketing LLC
East Kentucky Power Cooperative
Electric Energy Inc
Exelon Generation Company, LLC
Hoosier Energy Rural Electric Coop.
Kansas City Power & Light
Lg&E Energy Marketing Inc.

*Merrili Lynch Commodities Inc.

. Indiana Public Service Co.

. «orthern States Power Company
Qccidental Power Services, Inc.

Ohio Valley Electric Corporation
Pseg Energy Resources & Trade LLC
South Carolina Electric & Gas
Select Energy, Inc.

Sempra Energy Trading Corp.
Southern Indiana Gas & Electric Co.
Southern Nlinois Public Ser.

Split Rock Energy LLC
Strategic Energy LLC
The Energy Authority
Transalta Energy Marketing (U.S.) Inc.
Tennessee Valley Authority
Westar Energy, Inc.

Western Farmers Electric Cooperative
Wabash Valley Power Association
East Kentucky Power Cooperative
Kentucky Utitities Company
East Kentucky Power Cooperative
TOTAL

LGE

KWH

3,302,000
29,959,000
134,000
230,000
730,000
3,054,000
141,000
737,000
2,972,000
122,000
479,000
91,503,000
61,963,000
1,474,000
1,177,000
27,200,000
14,439,000
1,059,000
415,000
23,950,000
7,784,000
7,499,000
328,000
9,205,000
2,948,000
1,382,000
4,128,000
1,681,000
4,520,000
7,751,000
27,911,000
8,208,000
3,163,000
9,000
16,086,000
737,000
722,000
8,905,000
3,802,000
2,451,000
2,174,000
3,793,000
184,000
2,418,000
18,513,000
7,289,000
415000
2,368,000
26,199,000
550,235,000

997,848,000 $

DEMAND(S)

365,089.73

365,089.73

s

Attachment to Response to Question No, 12

CHARGES(S)

60,711.11
763,113.00
2,792.53
443475
12,007.57
71,817.57
442137
17,305.50
63,729.50
2,675.03
26,801 44
1,860,834.33
1,498,031.25
34,804.62
24,195.67
631,843.40
24903228
25,547.16
9,257.46
521,040.31
164,495.15
147,050.64
592022
192,109.44
50,634.46
29.255.13
77,090.19
32,309.63
101,676.25
146,093.32
560,809.24
161,558.26
56,974.77
505.50
403,662.68
16,724.64
12,875.55
158,293.33
74,334.56
50,926.53
50,736.57
70,701.20
2,896.26
40,728.44
376,858.65
152,493.17
8.434.58
50,519.96
341,733.63
8,958,384 85

18,381,182.65 S

OTHER
CHARGES(S)

54,823 44
689,107 42
2,521.73
3,766.81
10,843.09
64,852.81
3.992.60
15,627.24
57,549.11
241561
2420227
1,680,373.34
1352,754.38
3142933
21,849.21
570,963.25
224 ,881.50
23,069.65
8359.68
470,510.58
148,542.65
133,115.17
5346.08
173,326.87
45,724.01
26,418.01
69,614.10
29,176.28
91,815.85
131,958 82
506,405.56
145,890.58
51449.44
45647
364,516.06
15,102.71
11,62691
14297841
67,125.70
4598776
4581620
63,844 69
2,615.40
36,778 66
34031145
137,704.58
7616.59
4562056
12591852
37,800.00
8,364,497.14
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Conroy

TOTAL
CHARGES($)

115,534.55
1,452,220.42
5,314.26
8,201.56
22,850.66
136,670.38
8,413.97
32,932.74
121,278.61
5,090.64
51,003.71
3,541,207.67
2,850,785.63
66,233.95
46,044.88
1,202,806.65
473,913.78
48,616.81
17,617.14
991,550.89
313,037.80
280,165.81
11,266.30
365,436.31
96,358.47
55,673.14
146,704.29
61,485.91
193,492.10
278,052.14
1,067,214.80
307,448.84
108,424.21
961.97
768,178.74
31,827.35
24,502.46
301,271.74
141,460.26
96,914.29
96,552.77
134,545.89
5,511.66
77,507.10
717,170.10
290,197.75
16,051.17
96,140.52
832,741.88
8,958,384.85
37,800.00
27,110,769.52



For the Month Ending March 31, 2005
Associated Elect Cooperative
American Electric Power Service Corp.
Alcoa Power Generating Inc.

Aquila, Inc. D/B/A  Aquila Networks
Black Oak Capital, LLC

Branscan Energy Marketing, Inc

Big Rivers Electric Corp.

Big Rivers Electric Corp.

Cargill- Alliant, LLC

Cinergy Services, Inc.

Cobb Electric Membership Corporation
Conocophillips Company
Constellation Power Source, Inc.
Consumer Energy

Coral Power L.L.C.

Dominion Energy Marketing, Inc.
Detroit Edison

Dayton Power And Light Company
Dte Energy Trading, Inc.

Dte Energy Trading, Inc.

Duke Energy Trading And Marketing LLC
East Kentucky Power Cooperative
Exelon Generation Company, LLC
Hoosier Energy Rural Electric Coop.
Hlinois Municipal Electric Agency
Indiana Municipal Power Agency
Indianapolis Power & Light Co.
Kansas City Power & Light

Lp&E Energy Marketing Inc.

“Merrill Lyrch Commodities Inc.

»yrgan Stanley Capital Group, Inc.
.+0. Indiana Public Service Co.
Northern States Power Company
Occidental Power Services, Inc.

Ohio Valley Electric Corporation
Public Service Company Of Colorado
Rainbow Energy Marketing Corp
South Carolina Electric & Gas

Select Energy, Inc.

Sempra Energy Trading Corp.
Southern Indiana Gas & Electric Co.
Southern [llinois Public Ser.

Split Rock Energy LLC

Strategic Energy LLC

The Energy Authority

Tenaska Power Services Co.
Transalta Energy Marketing (U.S.) Inc.
Tennessee Valley Authority

Westar Energy, Inc.

Westemn Farmers Electric Cooperative
Wabash Valley Power Association
Miscelianeous

East Kentucky Power Cooperative
Kentucky Utilities Company

East Kentucky Power Cooperative
TOTAL

LGE

KWH

6,415,000
34,690,000
2,188,000
3,249,000
404,000
2,545,000
69,000
310,000
15,959,000
58,533,000
266,000
82,000
4,622,600
20,644,000
40,000
2,605,000
24,885,000
1,235,000
4,000
11,282,000
492,000
10,496,000
8,319,000
7,701,000
2,746,000
2,940,000
339,000
2,500,000
1,108,000
6,698,000
3,955,000
12,544,000
4,513,000
5,025,000
29,000
11,542,000
323,000
1,938,000
12,238,000
16,119,000
1,457,000
374,000
5,411,000
2,116,000
97,000
1,221,000
1,852,000
29,154,000
7,050,000
2,155,000
2,493,000

28,181,000
498,062,000

881,215,000 $

Attachment to Response to Question No. 12

DEMAND(S) CHARGES(3)

122,351.48
79331401
48,840.62
68,726 26
9,721.74
56,307.16
151249
14,632 07
267,338.30
1,248,707.71
491358
1,734.69
90,002 98
426,088.49
78435
55,990.78
571335.40
29,885.15
162.77
0.00 192,895.60
11,507.58
230,473.39
164,995.59
169,566.75
55,098.77
58,989.64
10,426.87
46,924.11
18,603.24
139,017.72
80,506.87
304,546.98
90,108.84
95,082.31
1,370.05
253,999.99
7,909.16
46,924 .34
267,947.69
334,711.41
30,157.61
7,722.07
104,083.62
36,243.35
2,63343
17,659.70
32,329.72
538,518.76
132,836.96
56,131.97
57,081.19
88.05
367,905.04 364,826.98
7,841,552.20

367,905.04 3§

15,617,222.54  §

OTHER
CHARGES(S)

150,673.91
976,953.62
60,146.44
84,635.31
11972.18
69,341.38
1,862.60
18,019.16
329,222.87
1,538,995.25
6,050.99
2,136.24
111,023.84
524,721.23
96591
68,951.76
703,590.49
36,907.87
20045
237273.84
14,171.39
283,824 32
203,189.47
20881877
67,853.27
72,644.79
12,840.53
57,786.30
22,909.59
171,292.17
99,635.52
37504477
110,967.60
117,092.36
1,687.19
312,796.96
9,740.01
57,786.59
32997332
412,191.80
37,138.61
9,626.72
128,177.33
44,633.11
3243.02
21,747.64
39,813.53
663,177.32
163,586.60
69,125.65
70,294.60
(88.05)
11992317
28251.00
9,274,542.31

3
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TOTAL
CHARGES(3)

273,025.39
1,770,267.63
108,987.06
153,361.57
21,693.92
125,648.54
3,375.00
32,651.23
596,561.17
2,788,702.96
10,964.57
3,870.93
201,026.82
950,809.72
1,750.26
124,942.54
1,274,925.89
66,793.02
363.22
430,169.44
25,678.97
514,297.71
368,185.06
378,385.52
122,952.04
131,634.43
23,267.40
104,710.41
41,512.83
310,309.89
180,542.39
679,591.75
201,076.44
212,174.67
3,057.24
566,796.95
17,649.17
104,710.93
597,921.01
746,903.21
67,296.22
17,348.79
232,260.95
80,876.46
5,876.45
39,407.34
72,143.25
1,201,696.08
296,423.56
125,257.62
127,375.79
852,655.19
7,841,552.20
28,251.00
25,259,669.89



For the Month Ending April 30, 2005
American Electric Power Service Corp.
Big Rivers Electric Corp.

Cinergy Services, Inc.

Constellation Power Source, Inc.
Dominion Energy Marketing, Inc.

East Kentucky Power Cooperative
Kansas City Power & Light

Midwest Independent Transmission System Operator, Inc.

Ohio Valley Electric Corporation
Public Service Company Of Colorado
Sempra Energy Trading Corp.
Southern Indiana Gas & Electric Co.
Miscellaneous

East Kentucky Power Cooperative
Kentucky Utilities Company

East Kentucky Power Cooperative
TOTAL

LGE

KWH

(11,000
103,000
16,000

25,000
48,000
213,068,000
21,000
(30,000)
1,000
81,000

25,395,000
359,890,000

598,607,000 S

Attachment to Response to Question No. 12

DEMAND(S) CHARGES(S)

40.51
6,520.77
993.12

1,530.25

1552143

4,708,077.80

1326.05
(575.67)

19.19

4940.18
(1,065.16)

375337.46 432,403 91
516222745

375,337.46 $

10,917,959.83 8§

OTHER
CHARGES(S)

(316.39)
4,14791
631.73
592.67

(160.23)
97340
967.78
2.994,850.34
843.52

(931.56)
59.30
3,142.50
1,065.16
8726247
116.89
38.976.00

313222149
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TOTAL
CHARGES(S)

(275.88)
10,668.68
1,624.85
592.67

(160.23)
2,503.65
2,489.21
7,702,928.14
2,169.57

(1,507.23)
78.49
8,082.68
895,003.84
5,762,344.34
38,976.00
14,425,518.78



For the Month Ending May 31, 2005
American Electric Power Service Corp.
Big Rivers Electric Corp.

Cinergy Services, Inc.

East Kentucky Power Cooperative

Midwest Independent Transmission System Operator, Inc.

Ohio Valley Electric Corporation
Southern Indjana Gas & Electric Co.
East Kentucky Power Cooperative
Kentucky Utilities Company

East Kentucky Power Cooperative
TOTAL

LGE

KWH

90,000
1,141,000
84,000
23,000
315,243,000
29,000
61,000
20,304,600
434,544,000

771,519,600 $

DEMAND(S)

367,341.98

367,341.98 §

Attachment to Response to Question No. 12

CHARGES(S)

7.292.06
99,923 .60
6,814.49
1,873.54
8,845265.53
2481.55
4,940.97
272,562.71
7,503,026.15

16,744,180.60

3

OTHER
CHARGES(S)

160273
23,195.54
1,581.88
434.90
205327539
576.05
1,146.96
113,652.87
249474
41,550.00
2,239,601.06

$
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TOTAL
CHARGES(S)

8,984.79
123,119.14
8,396.37
2,308.44
10,898,540.92
3,057.60
6,087.93
753,557.56
7,505,520.89
41,550.00
19,351,123.64



For the Month Ending June 30, 2005
Aquilainc

Midwest Independent Transmission System Operator, Inc.

Ohio Valley Electric Corporation
Miscellaneous

East Kentucky Power Cooperative
Kentucky Utilities Company

East Kentucky Power Cooperative
TOTAL

LGE

KWH

218,614,000

328,659,000

547,273,000 $

DEMAND(S)

0.00

Attachment to Response to Question No. 12

CHARGES(S)

8,587,165.86

604.57

768548545

16,273,255.88

OTHER
CHARGES(3)

0.40

93 ,402.71

48.28

(604.57)

324.83

4,846.77

51,975.00
149,99342 §
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TOTAL
CHARGES(S)

0.40
8,680,568.57
48.28

324.83
7,690,332.22
51,975.00
16,423,249.30



Attach tto R
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KWH DEM AND(S) CHARGES($) OTHER TOTAL
CHARGES($) CHARGES($)
For the Month Ending July 31, 2005
East Kentucky Power Cooperative 977,000 36,986.33 18,557.32 55,543.65
Midwest Independent Transmission System Operator, Inc. 95,939,000 2,707,632.01 135851254 4,066,144.55
Kentucky Utilities Company 93,035,000 2,253,908.15 4,778.10 2,258,686.25
TOTAL 189,951,000 $ - s 4,998,526.49 S 1,381,847.96 § 6,380,374.45

LGE



For the Month Ending August 31, 2005
Midwest Independent Transmission System Operator, Inc.

Miscellaneous

Kentucky Utilities Company

TOTAL

LGE

KWH

182,460,000

214,101,000
396,561,000 $

DEMAND(8)

Attachment to Response to Question No. 12
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CHARGES(3) OTHER TOTAL
CHARGES($) CHARGES(S)
4,830,512.47 3,656,976.94 8,487,489.41
1,072.38 (1,072.38) -
4.821,565.87 3,035.05 4,824,600.92
9,653,150.72 $ 3,658,939.61 § 13,312,090.33



For the Month Ending September 30, 2005

Midwest Independent Transmission System Operator, Inc.
Miscellaneous

Kentucky Utilities Company

TOTAL

LGE

KWH

323,000,000

306,819,000
629,819,000

Attachment to Response to Question No. 12
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Conrey
DEM AND(8) CHARGES(S) OTHER TOTAL
CHARGES(S) CHARGES(S)
10,613,582.02 5324,613.45 15,938,195.47
141940 (1,41940) -
7,694,714.87 3,063.99 7,697,778.86
- $ 18,309,716.29 S 5,326,258.04 $ 23,635,974.33



For the Month Ending October 31, 2005

Midwest Independent Transmission System Operator, Inc.
Miscellaneous

Kentucky Utilities Company

TOTAL

KWH

231,144,000

422,722,000
653,866,000

DEMAND($)

Attachment to Response to Question No. 12
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Conroy
CHARGES(S) OTHER TOTAL
CHARGES(S) CHARGES(S)
5,551,876.67 5,851,767.90 11,403,644.57
(615,989.34) 615,989.34 -
8,092,894 31 221172 8,095,106.03
13,028,781.64 S 6,469,968.96 $ 19,498,750.60



For the Month Ending November 30, 2005

Midwest Independent Transmission System Operator, Inc.
Miscellaneous

Kentucky Utilities Company

TOTAL

LGE

KWH

468,405,000

578,055,000
1,046,460,000

Attachment to Response to Question No. 12
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Conroy
DEMAND(S) CHARGES(S) OTHER TOTAL
CHARGES(S) CHARGES(S)
11,572,316.73 7.926,440.09 19,498,756.82
483973 (4,839.73) -
9,870,899.25 - 9,870,899.25
- 8 21,448,055.71 § 7,921,600.36 S 29,369,656.07



For the Month Ending December 31, 2005
Midwest Independent Transmission System Operator, Inc

Miscellaneous

Kentucky Utilities Company

TOTAL

LGE

KWH DEM AND(S)

405,268,000

580,882,000
986,150,000 3

Attachment to Response to Question No. 12

CHARGES(S)

14,466,767.25

261.52
12,097,999.31
26,565,028.08

$

OTHER
CHARGES(8)

10,009.656.19
(261.52)

10,009,394.67
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TOTAL
CHARGES(S)

24,476,423.44

12,097,999.31
$ 36,574,422.75



For the Month Ending January 31, 2006
Midwest Independent Transmission System Operator, Inc.

Miscellaneous

Kentucky Utilities Company

TOTAL

LGE

KWH

386,013,000

614,049,000
1,000,062,000

Attachment to Response to Question No. 12
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Conroy
DEMAND(S) CHARGES(S) OTHER TOTAL
CHARGES(S) CHARGES(3)
8,025,356.63 7,930,170.73 15,955,527.36
71.59 (71 .59) -
10,057,891.63 - 10,057,891.63
- 3 18,083,319.85 § 7,930,099.14 $ 26,013,418.99



For the Month Ending February 28, 2006

Midwest Independent Transmission System Operator, Inc.

Miscellaneous
Kentucky Utilities Company
TOTAL

LGE

KWH

147,653,000

369,231,000
516,884,000

Attachment to Response to Question No. 12
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DEMAND(S) CHARGES(S) OTHER TOTAL
CHARGES(3) CHARGES(S)
3,623,179.68 2,212491.34 5,835,671.02
42.12 (42.12) -
5,994,758.46 - 5,994,758.46
3 9,617,980.26 $ 2,212,449.22 3 11,830,429.48



For the Month Ending March 31, 2006

1ilinois Municipal Electric Agency

Indiana Municipal Power Agency

Midwest Independent Transmission System Operator, Inc.
Miscellaneous

Kentucky Utilities Company

TOTAL

LGE

KWH

89,392,000

345 430,000
434,822,000 S

Attachment to Response to Question No. 12
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DEMAND($) CHARGES(8) OTHER TOTAL
CHARGES(S) CHARGES($)

- (8,516.51) (8,516.51)
- (8,759.74) (8,759.74)

2,556,029.91 1,151,181.52 3,707,211.43

(27,031.82) 2703182 -
6,157,981.35 - 6,157,981.35
- 3 8,686,979.44 S 1,160,937.09 § 9,847,916.53



For the Meonth Ending April 30, 2006

Illinois Municipal Electric Agency

Indiana Municipal Power Agency

Midwest Independent Transmission System Operator, Inc.
Miscellaneous

Kentucky Utilities Company

TOTAL

LGE

KWH

110,953,000

350,755,000
461,708,000 $

Attachment to Response to Question No. 12
Page 18 of 24

Conroy
DEMAND(S) CHARGES(S) OTHER TOTAL
CHARGES(S) CHARGES(S)

- 140.55 140.55
- (140.55) (140.55)

2,822,826.80 1,656,999.79 4,479,826.59

90.05 (90.05) -
624123372 1,225.58 6,242,459.30
- hd 9,064,150.57 $ 1,658,135.32 3 10,722,285.89



For the Month Ending May 31, 2006
Midwest Independent Transmission System Operator, Inc.

Miscelianeous

Kentucky Utilities Company

TOTAL

LGE

KWH

253,291,000

442 063,000
695,354,000

DEMAND(S)

Attachment to Response to Question No. 12
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Conroy
CHARGES(3) OTHER TOTAL
CHARGES(S) CHARGES(S)
6,926,901.64 3,698,346.88 10,625,248.52
196.89 (196.89) -
8,686,981.63 152 8,686,983.15
15,614,080.16 S 3,698,151.51 § 19,312,231.67



Attachment to Response to Question No. 12

Page 20 of 24
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KWH DEMAND(S) CHARGES(S) OTHER TOTAL
CHARGES($) CHARGES(S)

For the Month Ending June 30, 2006
lilinois Municipal Electric Agency - $ - $ (1,048.18) (1,048.16)
Indiana Municipal Power Agency - $ - $ (1,113.79) (1,113.79)
Midwest Independent Transmission System Operator, Inc. 154,684,000 $ 5,607,046.92 $ 2,191,486.65 7,798,533.57
Miscellaneous (8,137.53) 8,137.53 -
Kentucky Utilities Company 330,721,000 6,972,625.58 - 6,972,625.58
TOTAL 485,405,000 $ - 3 12,571,534.97 § 2,197,462.23 $ 14,768,997.20

LGE



For the Month Ending July 31, 2006
Midwest Independent Transmission System Operator, Inc.

Kentucky Utilities Company

TOTAL

LGE

KWH

182,916,000
337,580,000
520,496,000

DEMAND(§)

$

Attachment to Response to Question No. 12
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CHARGES(S) OTHER TOTAL
CHARGES(S) CHARGES(S)
7,714,088.22 2,398,727.93 10,112,816.15
8,693,841.24 172.07 8,694,013.31
16,407,929.46 $ 2,398,900.00 S 18,806,829.46



For the Meonth Ending August 31, 2006
Cinergy Services, Inc.

Midwest Independent Transmission System Operator, Inc.

Psi Energy Inc.
Miscellaneous

Kentucky Utilities Company
TOTAL

LGE

KWH

9,000
102,388,000
12,000
293,122,000
395,531,000 $

Attachment to Response to Question No. 12

DEMAND(S) CHARGES(S)

910.09

4,624 43176

1210.72

1,689.15

8,092,982.03

- $ 12,721,223.75

OTHER
CHARGES(S)

94.66
79347327
309.86
(1,689.15)
1,548.04
793,736.68 S
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Conroy

TOTAL
CHARGES(S)

1,004.75
5,417,905.03
1,520.58
8,094,530.07
13,514,960.43



For the Month Ending September 30, 2006
Alabama Electric Coop., Inc.
Associated Elect Cooperative
American Electric Power Service Corp.
Big Rivers Electric Corp.

Cargill- Alliant, LLC

Cobb Electric Membership Corporation
Constellation Energy Comds. Grp. Inc.
Dayton Power & Light Co

East Kentucky Power Cooperative
Indiana Municipal Power Agency
Merrill Lynch Commodities Inc.

Midwest Independent Transmission System Operator, Inc,

Sempra Energy Trading Corp.
Southern Indiana Gas & Electric Co.
Split Rock Energy LLC

The Energy Authority

Tennessee Valley Authority
Miscellaneous

Kentucky Utilities Company
TOTAL

LGE

KWH

94,000
22,000
18,698,000
543,000
1,920,000
356,000
4,664,000
384,000
45,000
2,000
10,174,000
112,181,000
4,521,000
15,000
44,000
2,440,000
22,367,000

358,795,000
537,265,000 §

Attachment to Response to Question No. 12

DEMAND(S) CHARGES(S)

2,574.87
433.73
458,668.93
36,170.29
46,184.76
12,751.87
124,863.16
848082
1,010.78
4677
250,818.33
2,835,698.28
11341935
1,004.34
1,279.85
61,550.68
57951246
390847
6,535411.94
- 3 11,073,789.68

OTHER
CHARGES(3)

1278.61
215.38
227.763.71
17,961.27
22,934.22
633226
62,003 97
421137
50193
2323
124,550.21
1,408,137.96
56,321.25
498.74
635.54
30,564.54
287,771.62
(3,908 47)

2,247,797.34 8§
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TOTAL
CHARGES(8)

3,853.48
649.11
686,432.64
54,131.56
69,118.98
19,084.13
186,867.13
12,692.19
1,512.71
70.00
375,368.54
4,243,836.24
169,740.60
1,503.08
1,915.39
92,115.22
867,284.08
6,535,411.94
13,321,587.02



For the Month Ending October 31, 2006
Associated Elect Cooperative
American Electric Power Service Corp.
Big Rivers Electric Corp.

Cargill- Alliant, LLC

Cobb Electric Membership Corporation
Constellation Energy Comds. Grp. Inc.
Dayton Power & Light Co

Duke Energy Ohio, Inc

East Kentucky Power Cooperative
Illinois Municipal Electric Agency
Indiana Municipal Power Agency
Energy Imbalance

Merrill Lynch Commodities Inc.

Midwest Independent Transmission System Operator, Inc.

Progress Energy Ventures Inc.
Sempra Energy Trading Corp.
Split Rock Energy LLC

The Energy Authority
Tenaska Power Services Co.
Transalta Energy Marketing (U.S.) Inc.
Tennessee Valley Authority
Westar Energy, Inc.
Miscellaneous

Kentucky Utilities Company
TOTAL

LGE

KWH

384,000
43,029,000
181,000
14,742,000
2,867,000
6,095,000
146,000
9,000
73,000
3,040,000
3,237,000
308,000
17,997,000
86,862,000
252,000
6,519,000
4,805,000
2,839,000
250,000
538,000
26,375,000
15,504,000

584,525,000
820,577,000 §

Attachment to Response to Question No. 12

DEMAND(S) CHARGES(8)

825026
1,119,215.86
10,670.49
346,253.04
90,547 .64
167,345.40
3,144.72
53023
2,143.96
61,766.09
65,723.49
18,111.11
457,434.99
2038,051.31
5,542.66
16149440
111,685.02
65,89247
567537
15,599.89
605,095.60
429,820.67
405.80
10,721,854.90
- $ 16,512,295.37

OTHER
CHARGES($)

5,781.40
780,379.54
744132
24146177
61,731.91
116,711.78
2,193.05
369.77
1495.14
43,074.05
45,833.82
12,630.20
318,745.61
142127482
3,865.31
112,621.95
77,886.19
46,066.23
3,957.86
10,878.95
421.977.74
299,745 66
(405.80)

4,035,72427 §
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TOTAL
CHARGES(S)

14,071.66
1,899,595.40
18,111.81
587,720.81
152,279.55
284,057.18
5,337.77
900.00
3,639.10
104,840.14
111,557.31
30,741.31
776,180.60
3,459,326.13
9,407.97
274,116.35
189,571.21
111,958.70
9,633.23
26,478.84
1,027,073.34
729,566.33
10,721,854.90
20,548,019.64






Q-13.

A-13.

LOUISVILLE GAS AND iELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 13

Witness: Robert M. Conroy

Provide a schedule of the calculation of the 12-month average line loss by
month for November 2004 through October 2006.

Describe the actions that LG&E has taken to reduce line loss during this
period.

Please see the attached sheet.

LG&E’s transmission and distribution system is constantly being expanded
and upgraded to provide reliable electric service. All enhancements
contribute to a system that will operate with fewer line losses. New line
construction and transformer additions provide parallel facilities and reduce
the current in existing facilities. Replacing existing conductors with larger
conductors or replacing existing transformers with larger transformers reduces
the resistance. Adding capacitors near the load reduces system reactive power
(VAR) requirements and line and transformer currents. Any reduction in
current and/or resistance results in reduced losses. The Company’s planning
and design objective is to provide a reliable transmission and distribution
system at a reasonable cost. For Transmission and Distribution, the cost for
losses are evaluated as outlined below.

Transmission:

The cost of transmission line losses is included in the economic analysis when
evaluating the cost of alternative projects. The costs of core and copper losses
are incorporated into the selection of all transmission transformers.

Distribution:

Losses are evaluated in the selection of standard line materials (cables, wires,
distribution transformers, etc.) and distribution substation transformers. Total
ownership cost, which includes the cost of no-load, load, and auxiliary losses
is a primary consideration in the purchase of all distribution and substation
transformer purchases.



Attachment to Question No. 13
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Conroy
Louisville gas and Electric Company
12 month Average Line Loss
November 2004 - October 2006
M (2) 3) C)) (5) (6)
Total kWh Total kWh 12 Months Total kWh Current Month
Sources 12 System Losses End % Sources Calculates System
Month Months Ended 12 Months Ended Losses Current Month Losses (kWh)
Current Month Current Month
(3)/2) @ x(5)
Nov-2004 12,449,453,962 591,659,968 4.752497% 898,368,995 42,694,960
Dec-2004 12,480,401,919 613,093,430 4.912449% 1,021,007,412 50,156,468
Jan-2005 12,475,806,874 549,971,895 4.408307% 1,007,444,585 44,411,250
Feb-2005 12,415,470,826 597,352,497 4.811356% 886,696,505 42,662,125
Mar-2005 12,445,229,775 529,486,692 4.254535% 962,302,999 40,941,518
Apr-2005 12,463,713,767 530,892,121 4.259502% 892,435,992 38,013,329
May-2005 12,345,238,260 518,649,812 4.201213% 990,703,493 41,621,564
Jun-2005 12,392,789,859 496,909,636 4.009667% 1,247,571,302 50,023,455
Jul-2005 12,527,031,157 487,750,983 3.893588% 1,375,339,553 53,550,056
Aug-2005 12,757,054,156 482,374,147 3.781235% 1,441,160,394 54,493,661
Sep-2005 12,842,153,155 492,176,442 3.832507% 1,187,699,999 45,518,686
Oct-2005 12,894,223,354 496,504,325 3.850595% 973,436,199 37,483,086
Nov-2005 12,931,830,985 526,650,917 4.072516% 937,850,199 38,194,099
Dec-2005 12,972,226,233 532,671,504 4.106246% 1,073,023,599 44,060,989
Jan-2006 12,940,835,277 570,167,603 4.405957% 991,312,999 43,676,824
Feb-2006 13,008,344,724 550,470,070 4.231669% 942,590,399 39,887,306
Mar-2006 13,029,856,674 626,648,276 4.809326% 974,834,899 46,882,988
Apr-2006 13,065,193,681 611,009,247 4.676618% 927,772,999 43,388,399
May-2006 13,095,520,687 634,850,211 4.847842% 1,021,030,499 49,497,945
Jun-2006 13,017,114,787 662,425,067 5.088878% 1,169,705,699 59,524,896
Jul-2006 13,004,111,288 672,678,836 5.172817% 1,363,420,799 70,527,263
Aug-2006 12,966,652,688 686,688,112 5.295801% 1,403,954,399 74,350,631
Sep-2006 12,773,121,672 666,363,169 5.216917% 1,004,172,983 52,386,871
Oct-2006 12,763,440,451 654,586,318 5.128604% 967,246,978 49,606,267







Q-14.

A-14.

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 14

Witness: John P. Malloy

List LG&E’s scheduled, actual, and forced outages between May 1, 2006 and
October 31, 2006.

Please see the attached sheets.

Waterside Units 7 and 8 were retired at midnight on 8/21/2006 in conjunction
with the sale of that property to the Louisville Arena Authority as approved by the
Kentucky Public Service Commission in Case No. 2006-00391.

Paddy’s Run Unit 12 experienced a forced outage on July 31, 2006. In
accordance with the reporting requirement for the NERC Generating Availability
Reporting System (GADS) Paddy’s Run Unit 12 was placed in the Inactive State
of Mothballed at midnight on 11/21/2006, while life assessment studies are being
conducted. Mothballed is defined by IEEE 762 and GADS as “the State in which
a unit is unavailable for service but can be brought back into service after some
repairs with appropriate amount of notification, typically weeks or months.”!

' See the NERC GADS DATA Reporting Instructions, Section III: Event Reporting, Pages 111-5 and 111-6.
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Response to Question No. 23
Page 2 of 2
Dotson

(5) A copy of the Proof of Claim filed in the United States Bankruptcy

Court in the Eastern District of Kentucky was filed with the Commission
as part of the record in Case No. 2004-00466.

c. A liquidating plan was approved and the claims process is ongoing.






Response to Question

No. 24

Page 1 of 2

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 24

Witness: Mike Dotson

Q-24. List each written coal supply solicitation issued during the period May 1, 2006 to
October 31, 2006.

A-24.

a.

a.

For each solicitation, provide the date of the solicitation (contract or spot), the
quantities solicited, a general description of the quality of coal solicited, the
time period over which deliveries were requested, and the generating units(s)
for which the coal was intended.

For each solicitation, state the number of vendors to whom the solicitation
was sent, the number of vendors who responded, and the selected vendor.
Provide the bid tabulation sheet or corresponding document that ranks the
proposals. (This document shall identify all vendors who made offers.) State
the reasons for each selection.

In Case No. 2006-00265, a review of LG&E’s FAC for the period November 1,
2005 through April 30, 2006, the final selection of the vendors who responded
to the solicitation dated March 8, 2006 was not complete at the time the data
responses were filed. The requested information for selected vendors is
provided below.

Date: March 8, 2006

Contract/Spot: Contract and Spot

Quantities: No minimum or maximum specified

Quality: Suitable for LG&E power plants, KU’s Ghent power plant and KU’s
E. W. Brown power plant (beginning mid-year 2009)

Period: Up to ten years

Generating Units: All LG&E coal fired units, KU’s Ghent power plant and
KU’s E. W. Brown power plant (beginning mid-year 2009)

Dotson



Response to Question No. 24
Page 2 of 2
Dotson

b. Number of vendors receiving bids: 165
Number of vendor responses: 16
Selected vendors:
Smoky Mountain Coal, Contract No. LGE02013 Amendment No. 4
Charolais Coal LLC, Contract No. J07003
Sands Hill Coal Company, Contract No. J07004

The vendors were selected based upon the lowest evaluated delivered cost.
The bid analysis information is confidential and proprietary information and is

being filed with the Commission under seal pursuant to a Petition for Confidential
Treatment.






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 20006

Case No. 2006-00510
Question No. 25
Witness: Mike Dotson
Q-25. List each oral coal supply solicitation issued during the period from May 1, 2006

to October 31, 2006.

a. For each solicitation, state why the solicitation was not written, the date(s) of
the solicitation, the quantities solicited, a general description of the quality of
coal solicited, the time period over which deliveries were requested, and the
generating unit(s) for which the coal was intended.

b. For each solicitation, identify all vendors solicited and the vendor selected.
Provide the bid tabulation sheet or other document that ranks the proposals.
(This document shall identify all vendors who made offers.) State the reasons
for each selection.

A-25. a. None.

b. Not applicable.






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510

Witness: Mike Dotson

Question No. 26

Q-26. For the period from May 1, 2006 to October 31, 2006, list each vendor from
whom coal was purchased and the quantities and nature of each purchase (e.g.,

A-26.

spot or contract).

Please see the table below.

VYENDOR

Black Beauty

Coal Network

Central Coal Company
Charolais Coal

Charolais Coal

Consol

Infinity Coal Sales

Alliance Coal Sales

Little Elk

Marietta Coal Company
Massey Coal Sales

Peabody Coal Sales
Progress Fuels

Sands Hill Coal Company
Sands Hill Coal Company
Smoky Mountain Coal
Synfuel Solutions Operating
Southern Appalachian Fuels

TOTAL

PURCHASE
TONNAGE

3,332
6,364
6,355
314,343
11,019
422,468
1,590
970,270
1,568
106,438
5,481
734,592
9,471
66,233
17,608
273,157
791,362
35,533

3.777,184

PURCHASE
TYPE

Spot
Spot
Spot
Contract
Spot
Contract
Spot
Contract
Spot
Contract
Spot
Contract
Spot
Contract
Spot
Contract
Contract
Spot






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 27
Witness: John P. Malloy / Mike Dotson
Q-27. For each generating station or unit for which a separate coal pile is maintained,
state for the period from May 1, 2006 to October 31, 2006, the actual amount of

coal burned in tons, actual amount of coal deliveries in tons, total kWh generated,
and actual capacity factor at which the plant operated.

A-27. The requested information is provided in the table below:

Capacity Factor

(Net MWH)
. Coal Receipts ~ (period hrs X
Plant Coal Burn (Tons) (Tons) Net MWH MW rating)
Cane Run 822,013 826,348 1,735,989 69.8%
Mill Creek 2,393,534 2,095,926 5,259,424 80.9%
Trimble Co 886,540 854,910 2,091,447 92.7%

The North American Electric Reliability Council Generation Availability Data
System defines Capacity Factor as the value equal to the Net MWH produced
divided by the product of the hours in the period times the unit MW rating.






Q-28. a.

A-28. a.

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 28

Witness: Mike Dotson

During the period from May 1, 2006 to October 31, 2006, have there been any
changes to LG&E’s written policies and procedures regarding its fuel
procurement?

If yes,

(1) What were these changes?

(2) When were these changes made?

(3) Why were they made?

(4) Provide these written policies and procedures as changed.

If no, provide the date when LG&E’s current fuel procurement policies and
procedures were last changed and when they were last provided to the
Commission.

No change.
Not applicable.

The Fuel Procurement Policies and Procedures were revised in light of the
2004 Fuel Management Audit recommendations. A complete copy was filed
with the Commission per letter dated October 6, 2005 in Response to the
Commission Staff Hearing Data Request dated September 22, 2005 in Case
No. 2005-00243.






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 29
Witness: Mike Dotson

Q-29. a. Is LG&E aware of any violations of its policies and procedures regarding fuel

procurement that occurred prior to or during the period from May 1, 2006 to

October 31, 20067

b. If yes, for each violation:

(1) Describe the violation.

(2) Describe the action(s) that LG&E took upon discovering the violation.

(3) Identify the person(s) who committed the violation.

A-29. a. No.

b. Not applicable.






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 30
Witness: Mike Dotson
Q-30. Identify all changes in the organizational structure and personnel of the

departments or divisions that are responsible for LG&E’s fuel procurement
activities that occurred during the period from May 1, 2006 to October 31, 2006.

A-30. The following change occurred in the Fuels Department during the period under
review.

Tracey Washburn (Fuels Accounting Analyst II) transferred to the Trading
Department on June 19, 2006. Jerry Baker (Accounting Analyst) joined the Fuels
Department on May 1, 2006 to fill Ms. Washburn’s position.

Eric Bliss left the Company on October 13, 2006. This position for Fuels
Procurement Specialist for WKE is still open.

Please find attached a copy of the October 31, 2006 organizational chart for the
Corporate Fuels and By-Products Department.
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LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 31
Witness: John P. Malloy
Q-31. a. Identify all changes that LG&E made during the period from May 1, 2006 to
October 31, 2006, to its maintenance and operation practices that affect fuel

usage at LG&E’s generation facilities.

b. Describe the effect of these changes on LG&E’s fuel usage.

A-31. a. None

b. Not applicable






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 32

Witness: John P. Malloy

Q-32. a. List all intersystem sales during the period from May 1, 2006 to Qctober 31,
2006 in which LG&E used a third-party’s transmission system.

b. For each sale listed above:

(1) Describe how LG&E addressed for fuel adjustment clause reporting
purposes the cost of fuel expended to cover any line losses incurred to
transmit its power across the third-party’s transmission system.

(2) State the line loss factor used for each transaction and describe how such
line loss factor was determined.

A-32. As stated in a previous FAC 6-month review (Case No. 2005-00243), subsequent
to the start of the MISO Day 2 market on April 1, 2005, all off-system sales were
made at the generator; and there were no separately identifiable physical losses to
include as part of off-system sales. Therefore, there were zero losses for months
May 06 through August 06 while the Companies were in MISO. For purposes of
compliance with FAC regulations, the Companies continued to use the AFB
process to allocate fuel costs between native load and off-system sales.

Effective with the Companies’ exit of MISO on September 1, 2006, when sales
are made outside of the LG&E/KU control area, some require third party
transmission purchases to deliver power outside of the LG&E/KU system. One
transmission provider, TVA, was used for third party transmission purchases
associated with off system sales. The volume of losses generated for sales during
the time period in question are:

TVA 3 mwh

The transmission provider calculates the line loss factor when transmission is
purchased. The appropriate factor is part of that company’s tariff, and is stated on
the Oasis web site maintained by that company. The line loss factor for TVA is
3%.






LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 33

Witness: Robert M. Conroy

Q-33. Describe any changes that occurred during the period from May 1, 2006 to
October 31, 2006 that affected LG&E’s determination of intersystem sales line
losses.

A-33. There have been no changes. LG&E continues to use a line loss factor of one
percent to determine the cost of fuel associated with line losses incurred to make
an intersystem sale and recovered from such sale consistent with the
Commission's December 2, 1999 Order in Case No. 96-524-A, 96-524-B, 96-524-
C, and the March 25, 2003 Order in Case No. 2002-00225.






Q-34.

A-34.

LOUISVILLE GAS AND ELECTRIC COMPANY

Response to Information Requested in Appendix B to
Commission’s Order Dated December 18, 2006

Case No. 2006-00510
Question No. 34

Witness: Robert M. Conroy

In its most recent 2-year case, the roll-in of fuel costs into LG&E’s base rates was
approved using a “flash cut” approach, which resulted in an immediate change
from its then-existing base fuel cost to its new base fuel cost, rather than a
“transitional approach” in which the first month’s fuel cost is an average of the
old and new base fuel cost. LG&E also indicated its preference that any change in
base rates be approved on a “bills rendered” basis rather than a “service rendered”
basis. If the current FAC review results in changes in its base rates, does LG&E
continue to prefer the same “flash cut” approach on a “bills rendered” basis as
authorized in the previous 2-year case? Explain.

Yes. The “flash-cut” or “single step” approach to implementing a new base fuel
cost simplifies the logistics of implementation. Utilization of the “single step”
approach allows LG&E to revise base rates only once in connection with the roll-
in of a new base fuel cost whereas the “transitional” or “two step” approach
requires two consecutive base rate changes: (1) once for the average of the old
and new base fuel costs, and (2) again for the new base fuel cost. LG&E’s
customers will not see any difference in their bills by using one approach over
another, since any change in the base fuel cost is immediately reflected in the
determination of the current expense month FAC billing factor. For ease of
implementation and cost minimization, LG&E prefers the “flash-cut” or “single
step” approach to implementing a change in base fuel costs, with the
implementation taking effect with bills rendered beginning with the first billing
cycle in the second month following the month in which the Commission issues
its Order in this proceeding.



