
Ms. Elizabeth O'Donnell 
Executive Director 
Kentucky Public Service Commission 
2 11 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602-06 15 

February 25,2008 

RE: APPLICATION OF LOTJISVILLE GAS AND ELECTRIC 
COMPANY FOR APPROVAL OF A REVISED COLLECTION 
CYCLE FOR PAYMENT OF BILLS - Case No. 2007-00410 

Dear Ms. O'Donnell: 

Enclosed please find an original and six (6) copies of the Response of 
Louisville Gas and Electric Company to the Second Data Request of 
Commission staff dated February 15, 2008, in tlie above-referenced proceeding. 

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

Sincerely, 

Rick E. Lmekamp 

Louisville Gas and 
Electric Company 
State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.eon-us.corn 

Rick E. Lovekarnp 
Manager - Regulatory Affairs 
T 502-627-3780 
F 502-627-3213 
rick.lovekamp@eon-us.corn 

cc: Parties of Record 
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VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, L,oiuiie E. Bellar, being duly sworn, deposes and says that lie is 

Vice President, State Regulation aiid Rates for E.ON U.S. Seivices Inc., that he lias 

personal luiowledge of tlie matters set forth in the responses (Questioii No. 1) , aiid 

the answers coiitaiiied therein are true and correct to tlie best of his infoiiiiation, 

luiowledge aiid belief. 

d' ' -LONNIE E. RELLAR 

Subscribed aiid swoiii to before me, a Notary Public in aiid before said County 

aiid State, thism y7 day of February, 2008. 

I Notary Public 

My Coilmission Expires: 

& ,p" au, '20\ 0 



VERIFICATION 

COMMONWEALTH OF KIZNTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Sidney L. "Butch" Cockerill, being duly sworn, deposes and 

says that he is Director, Revenue Collection for E.ON U.S. Services Inc., that he has 

personal knowledge of the matters set forth in the responses (Question Nos. 1 - 3 )  , 

and the answers contained therein are true and correct to the best of his information, 

knowledge and belief. 

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

and State, thist;/d?ay of February, 2008. 

Notary Public I 

My Conmission Expires: 

L p Y -  d0,/2@/ 0 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON 1 

The undersigned, John Wolfram, being duly sworn, deposes and says that he is 

Director, Customer Service R: Marketing for E.ON U.S. Services Inc., that he has 

personal knowledge of the matters set forth in the responses (Question Nos. 1 - 3) , 

and the answers contained therein are true arid correct to the best of his information, 

knowledge and belief. 

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

and State, this 2P - day of February, 2008. 

(SEAL) 
Notary Public 

My Commission Expires: 

Ap.kJ0 ,620/0 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Commission Staffs Second Data Request 
Dated February 15,2008 

Case No. 2007-00410 

Question No. 1 

Witness: Lonnie E. Bellar / Butch Cockerill / John Wolfram 

Q-1. At page 2 of its Jaiiuary 10, 2008 motion, LG&E states that it and I<entticl<y 
TJtilities Coiiipaiiy (“I<lJ”) cannot syiclll-onize their late payiient policies outside 
of a general rate case because of tlie reveiiue impact. State and explain all other 
reasons, if any, why LG&E and ICU caimot syicliroiiize their late payiient 
policies. 

A-1. The reveiiue impact - wliicli more specifically is tlie impact to the revenue 
requirement (based on tlie cost of service) used by tlie Companies to deteiiiiiiie 
proposed base rates in a general rate case filing - is the oiily reason. This 
presumes that in a general rate case, tlie cost of service (and therefore tlie revenue 
requirement) iiicludes all costs incui-red by tlie Companies to iiiaiiage late 
payments, including fiiiaiice costs as well as prograiiimiiig costs for tlie billing 
s ys teiii” 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Commission Staffs Second Data Request 
Dated February 15,2008 

Case No. 2007-00410 

Question No. 2 

Witness: Butch Cockerill/ John Wolfram 

Q-2. State wlietlier, once tlie iiew LG&E aiid ICU custoiner care system (“CCS”) is 
implemented, LG&E aiid I W  can more easily change tlie payiieiit due date of 
custoiner bills. Explain fully tlie steps involved aiid time required to malce such a 
cliaiige. 

A-2. Once CCS is iniplemented, L,G&E aiid KU will be able to change tlie payiieiit 
due date more easily tlian tlie process would involve today for tlie cuweiit LG&E 
a id  KU CIS applications. This is tlie case because in tlie iiew systeiii, the 
collection cycle period is “configurable” - Le. it is a parameter that is not liard- 
coded into the system prograiniiiiiig but ratlier it is, in simplified teiins, a 
parameter that may be entered. 

While actually changing the parameter will require a simple cliaiige in 
configuration, tlie steps (see attachment) tliat are iiecessary for a system of this 
scale will be extensive. In other words, it might oiily talce moments to change the 
parameter but it could take up to 12 weelcs to thoroughly test all billing routines, 
validate tlie related components of tlie overall system, docuiiieiit changes, and 
coiiimuiiicate to Coinpaiiy representatives and customers. 



Attachment to Question No. 2 
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Cockerill / Wolfram 

Outline of steps for making a system configuration change 
Category 
Initial 
Configuration 
Change 
Testing 

Configuration 

Testing 

Analysis 

Develomnent 
Testing 

Testing 

Testing 

Testing 

D ociiiiieii t at i on 
Docmnentatioii 

Comiiiuiiicatioiis 

Coniiiiunicatioiis 

Descriutioii 
Modify system settings for a standard payiieiit tei-in (not fixed) 

Test the change in configuration by creating a test invoice for an 
account using the payiient tei-iii 
Modify system settings for a fixed payment teiin (to be used for 
collective invoicing; each unique calendar due date requires its 
own set of fixed payment teniis) 
Test the change in coiifiguratioii by creating a test invoice for 
collective account usiiig tlie fixed payiient tenii 
Analyze reports to deteiiiiiiie potential cash flow impact aiid 
L,PC reveiiue impact of customers billed on "old" payment teiiiis 
with open items at time of "new" payment teiin implementation 
(e.g., $$ billed but not yet due, overdne but not yet in receipt of 
brown bill, in receipt of brown bill, disconnected) 
Review and revise impacted development programs 
Test tlie dunning collection process on account billed using tlie 
modified payiient teiiii to ensure activities occur as expected 
Test the late payiient charge process on account billed using the 
modified paylielit teiiii to ensure activities occur as expected 
Test tlie payment priority process on account billed using the 
modified payment teiiii to eiisure activities occur as expected 
Test tlie collective aiid standard bill presentment of account 
invoiced using tlie iiew payment teiin including Bill View 
display, paper invoice, and UCES presentment 
Update system documentation to reflect changes 
Update training documentation to reflect changes including out- 
dated screen shots, etc. 
Comiiiunicate iiiipleiiientation of changes to stalteholders and 
elid iisers 
Communicate changes to customers including for those 
custoiners that fall into the "transition interim process" 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Commission Staff's Second Data Request 
Dated February 15,2008 

Case No. 2007-00410 

Question No. 3 

Witness: Butch Cockerill /John Wolfram 

Q-3. LG&E stated in its application that it plans to iiiipleineiit tlie new CCS in 
February 2009. 

a. Explain why February 2009 was chosen as the iiiiplemeiitatioii date. 

b. Provide tlie costs L,G&E and KU have each incurred to date to develop the 
new CCS. 

c. Provide tlie total cost L,G&E and KU are each projected to iiicur for tlie new 
CCS. 

d. Provide aiid explain any additional costs to L,G&E and to KU if, at its current 
point of development, the CCS process is suspended for 6 months, 12 iiiontlis, 
and 18 montlis. 

A-3. a. The implementation date was clioseii because the Companies' project team, in 
co~ijunction with our third party consultant and business pai-tner Accenture, 
deteiiniiied that 22 months would be required for all requisite phases -- 
mobilization, blueprint, design, build, test, and deployment - of the CCS 
system developiiient. The project was approved in the first quarter of 2007 
and tlie 22 iiiontli schedule commenced immediately; this resulted in the 
implementatio~i target for February 2009. See tlie detail by phase tabulated 
below. 



Response to Question No. 3 
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Cockerill / Wolfram 

L,G&E 
ICU 
Total 

CCS Implementation 

($000) 
Capital 0 & M  

$ 14,700 $ 577 
12,93 1 527 

$ 27,031 $ 1,104 

Mohilizntiori - Initial planning and project 
start up 

Bluep-int - analyze and document detailed 
business processes aiid migration plan 

Design - detailed design of S A P  system 
layout 

Build - system configuration and 
development of eihanceineiits aiid interfaces 

Test - validation of programs, data and 
processes 

Deploy - rollout of the applications 

Go-Live and Initial Production Support 

Dates 

March 2007 - May 2007 

May 2007 - August 2007 

September 2007 - December 2007 

January 2008 - June 2008 

J ~ l y  2008 - October 2008 

November 2008 - February 2009 

March 2009 - April 2009 

b. Tlie costs incull-ed as of January 3 I ,  2008 are broken down as follows: 

c. The total costs projected for tlie CCS project are brolceii down as follows: 

($000) 

$ 43,611 $ 5,672 

Total $ 83,868 $ 10,907 

C api t a1 

40,257 5,235 

The CCS project costs are allocated 52% to LG&E and 48% to KU. This 
allocation is based on the combinatioii of allocation factors currently used by 
tlie Conipaiiies for revenues, total assets and payroll. 



Response to Question No. 3 
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Cockerill I Wolfram 

Delay 

6 montlis 

d. Tlie additional costs to I<U and LG&E for suspeiidiiig the project for 6, 12, 
and 18 inoiitlis respectively are suiiiiiiarized in tlie table below. 

Cost Range 

$10 to $12 million 

I I /I 

12 lllollths 
18 niontlis 

$22 to $27 iiiillioii 
$22 to $27 inillion 

It is iinportaiit to note, however, that consideration of project delay or 
suspeiisioii requires far more tliaii a cost analysis. There are nuinerous risks 
associated witli such delays - not only to the project but also to tlie retail 
business of the Companies. 

Tlie business risks associated with any delay are significant. The new CCS 
will mitigate many of the risks associated witli aged systems. Tlie new CCS 
will peniiit the Companies to iinpleiiieiit new, more flexible rate structures 
that are not currently suppoi-ted by the existing CIS - including broad real- 
time pricing alternatives. The new CCS will pelinit fi.ii-tlier hai-inonizatioii 
between LG&E and I W  aiid will eidiaiice our ability to offer emerging energy 
efficieiicy prograins aiid other alteiiiatives that iiieet the iieeds of our 
custoniers. In short, the objective of tlie new CCS is to establish a new, 
single, inodeni platfonii for retail operations. Any delay to CCS 
iinpleinentation puts the Coinpaiiies at greater risk in areas of billing, 
collections, customer service, field services, and retail prograin offerings. 

A delay of six montlis would cause the project labor costs to escalate, 
primarily in project managelimit, leadership, aiid administrative functions. It 
would also cause iion-labor expenses, such as facilities and office expeiises to 
increase. Inefficiencies for wliicli cost is difficult to quantify would also be 
iiitroduced during any delay. Costs associated with recodiiig, retraining, and 
reallocating personnel would escalate. 

A delay of 12 or 18 iiionths would effectively require tlie Companies to halt 
tlie project as is and stai-t over. Some of tlie work would be salvageable but 
for a time delay of that length, both teclmological and business changes would 
liltely require the Conipanies to revisit nearly every aspect of project design 
aiid iiiipleiiieatation. 


