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DIRECT TESTIMONY OF STEPHEN J. BARON

I. QUALIFICATIONS AND SUMMARY

Q. Please state your name and business address.

A. My name is Stephen J. Baron. My business address is J. Kennedy and Associates,

Inc. ("Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswell,

Georgia 30075.

Q. What is your occupation and by who are you employed?

J. Kennedy and Associates, Inc.
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I am the President and a Principal of Kennedy and Associates, a firm of utility rate,

planning, and economic consultants in Atlanta, Georgia.

Please describe briefly the nature of the consulting services provided by

Kennedy and Associates.

Kennedy and Associates provides consulting services in the electric and pas utility
industries. Our clients include state agencies and industrial electricity consumers.
The firm provides expertise in system planning, load forecasting, financial analysis,
cost-of-service, and rate design. Current clients include the Georgia and Louisiana
Public Service Commissions, and industrial consumer groups throughout the United

States.

Please state your educational background and experience.

I graduated from the University of Florida in 1972 with a B.A. degree with high

honors in Political Science and significant coursework in Mathematics and

Computer Science. In 1974, I received a Master of Arts Degree in Economics, also

from the University of Florida.

J. Kennedy and Associates, Inc.
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I have more than thirty years of experience in the electric utility industry in the areas

of cost and rate analysis, forecasting, planning, and economic analysis.

I have presented testimony as an expert witness in Arizona, Arkansas, Colorado,
Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan,
Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North
Carolina, Ohio, Pennsylvania, Texas, Virginia, West Virginia, Wisconsin,
Wyoming, the Federal Enerpy Regulatory Commission and in United States

Bankruptcy Court.

A complete copy of my resume and my testimony appearances is contained in Baron

Exhibit__ (SIB-1).

On whose behalf are you testifying in this proceeding?

1 am testifying on behalf of the Kentucky Industrial Utility Customers (“KIUC”}, a
group of large industrial customers taking service on the LG&E and KU systems.
The KIUC members who take service from the Companies are: Arch Chemicals,
Inc., Arvin Meritor dba Carrollton Castings, Carbide Industries LLC, Cemex,

Clopay Plastics Products Co., Inc, Coming Incorporated, Dow Corning

J. Kennedy and Associates, Inc.
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Corporation, E.I. DuPont de Nemours & Co., Ford Motor Co., General Electric ~
Appliance Park, Golden Foods, Lexmark International, Inc., MeadWestvaco,
NewPage Corp., North American Stainless, Occidental Chemical Corporation,
Osram-Sylvania, Pilkington North America (formerly United L-N Glass), Protein
Technologies, Rohm & Haas Kentucky, Inc., Square D. Company (US Schneider
Electric), TT Group Automotive Systems, and Toyota Motor Engineering and

Manufacturing North America, Inc.

Have you previously testified in KU and LG&E rate proceedings before the

Kentucky Public Service Commission?

Yes. [have testified in 10 KU and LG&E cases since 1981.

How have you organized your testimony with regard to LG&E and KU issues?

For many of the issues that [ will discuss, | present common testimony that is

applicable to both LG&E and KU. This would include discussions of basic

principles associated with cost allocation and rate design as well as a number of

other issues, including interruptible and curtailable rates. However, since the

revenue requirement requests and the specific cost of service study results for

J. Kennedy and Associates, Inc.
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LG&E and KU rate classes are different, I will be presenting separate analyses and

discussions of these results.

For the purposes of organizing my testimony, when I am discussing an issue that is
common to both LG&E and KU, I will refer to these companies as (“the Company”
or the “Companies”). For a specific LG&E and KU issues I will refer to each

Company by name (LG&E or KU).

What is the purpose of your testimony?

[ am presenting testimony on a variety of cost of service and rate design issues
raised by the Company’s filings in this case. The first issue that I address concerns
the Company’s filed cost of service study using the base-intermediate-peak (“BIP”)
class cost of service methodology. I will discuss two problems that we have
identified with the Companies’ filed BIP studies. The first issue concerns the
development of the summer and winter peak demand allocation factors that are used
in each of the Company’s studies to allocate “peak” and “intermediate” production
demand costs to rate classes. Specifically, the Companies’ analyses did not adjust
the summer and winter class coincident peak demands for losses, which is required

for a correct allocation of the peak and intermediate production demand costs under

J. Kennedy and Associates, Inc.
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the BIP method. The second problem that we identified concerns the base,
intermediate and peak functionalization factors. Upon evaluation of the Companies’
models, it appears that the BIP functionalization factors have not been updated from
the 2004 rate cases to reflect the test year factors developed in this case. KIUC has

corrected the Companies’ BIP studies for these two problems.

The next set of issues that I will address concerns the Company’s proposed rate
design for large commercial and industrial customers. The Companies are not
proposing increases to their large industrial rates in this case. In the event that the
Commission adopts KIUC’s recommendation to reduce each Company’s revenue
requested revenue increase, KIUC recommends that the reductions be used to
further reduce subsidies paid by large commercial and industrial customers for both
KU and LG&E via reductions in the proposed rate schedule revenues for every rate
class. However, due to the extremely large subsidies paid by KU’s Large Industrial
TOD Rate, 1 will discuss a proposal fo initially reduce this rate schedule such that it
only pays a relative rate of return of “2 Times” the retail average at proposed rates.
Even with this reduction, the Large Industrial TOD Rate will have the highest rate
of return on the KU system. Any additional decreases would then be used to reduce
all rate schedules. With regard to rate design within individual rate classes, the
reductions should be applied on an equal percentage basis to the demand and non-

fuel energy charges of the industrial rate schedules.

J. Kennedy and Associates, Inc.
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The final issue that | will address concerns the Companies’ interruptible rates under

the curtailable service rider (“CSR”). Based on updating the Companies’ prior

analysis, the industrial interruptible credits should be increased substantially to

reflect a more current calculation of avoided capacity cost.

Would you please summarize your testimony?

Yes. 1recommend and conclude the following:

The BIP cost of service method, though lacking in some respects is
adequate to use in the determination of a fair apportionment of any
authorized rate increase for LG&E and KU. However, corrections should
be made to the studies submitted by LG&E and KU to incorporate losses
in the summer and winter demand allocation factors and the correct BIP
functionalization factors.

Based on the BIP cost of service study, LG&E’s and KU’s proposed
revenue increases to each rate schedule are reasonable and should be
adopted by the Commission. However, in the likely event that the
Commission approves a smaller overall revenue increase (or a revenue
decrease) to KU, the first $3.1 million reduction from the KU’s requested
increase should first be applied to reduce rate schedule Large Industrial
TOD such that its relative rate of return at proposed rates drops to “2
Times” the retail average rate of return. Any remaining dollar amounts
available for KU should then be used to scale back the Companies
“Proposed Revenues” for each class (including LI-TOD, as adjusted
above) to reflect the lower overall increase (or overall revenue decrease).
For LG&E, the entire amount of the reduction from the Company’s
revenue increase request should be used to scale back, on an equal
percentage basis, LG&E’s proposed revenues by rate schedule.

KIUC generally supports the Company’s proposed large cormmercial and
industrial rate design. Any changes or reductions in the allocated revenue
increase to LG&E’s and KU’s large commercial and industrial power rates

J. Kennedy and Associates, Inc.
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should be applied equally to the energy and demand charges proposed by
the Companies.

LG&E’s and KU’s proposed curtailable service rider (“CSR”) should be
modified by increasing the monthly interruptible credit to $8.51 per kW
month from the existing $4.09 per kW, based on an updated analysis of the
avoided cost of peaking capacity. All of the Companies’ CSR credits
should be increased by the same percentage (108%). This is appropriate
because of the significant increase in avoided capacity costs for the
Companies. It is also appropriate fo encourage economic demand
response by setting the interruptible credits at a current avoided cost, thus
providing customers correct price signals.

J. Kennedy and Associates, Inc.
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I1. COST OF SERVICE STUDY ISSUES

Have you reviewed the Company’s proposed “base-intermediate-peak” cost

allocation methodology?

Yes. The BIP method is the class cost allocation method used by LG&E in prior

cases and was used for the first time by KU in Case No. 2003-00434.

The basic methodology, as discussed by Company witness Steven Seelye, first
functionalizes the Company’s production and transmission demand-related costs
into three periods, Under the Company’s BIP functionalization that is used in both
the LG&E and KU studies, total system production and transmission demand-
related costs are assigned as follows:

Assignment of

Total P&T Costs
Base 33.89%
Intermediate 15.32%
Peak 50.78%

These functional allocators for the base, intenmediate and peak periods are identical
for both L.G&E and KU under the Company’s methodology. Once the total
production and transmission demand-related costs have been functionalized to these

three categories, they are allocated to rate classes using three different class

J. Kennedy and Associates, Inc.
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allocation factors. For the 33.89% of production and transmission demand-related
costs that are assigned to the base period, costs are allocated using class energy use.
For the intermediate period costs that comprise 15.32% of all production and
transmission demand-related costs, costs are allocated to classes based on class
contributions to the winter system peak demand. Finally, for peak period costs that
comprise 50.78% of the Company’s total production and transmission demand-
related costs under the BIP method, costs are assigned based on each customer

classes’ contribution to the summer coincident peak.

What is your recomimendation with regard to the use of the Company’s BIP

methodology to allocate costs to rate classes in this proceeding?

Though | do not agree with the underlying methodology associated with the BIP
method, KIUC does not oppose the use of this methodology in this case. As 1 will
discuss subsequently, under both the Companies’ filed BIP studies and the corrected
BIP studies that 1 present, the results indicate that certain rate classes are
underpaying relative to the cost to serve these classes (principally the residential
class), while other rate classes are substantially overpaying rates, relative to the costs
to actually provide service to these customers (large commercial and industrial

customers).

J. Kennedy and Associates, Inc.
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Would you please discuss the corrections that you indicated you have made to

the Company’s BIP method?

For both the LG&E and KU BIP class cost of service studies, I have identified two

problems with the analyses.

First, a review of the Companies’ cost of service models indicates that the functional
allocation of costs between the base, intermediate and peak periods is incorrect; it
appears that the functional allocation factors are the factors used in the Companies’
cost of service model from Case Nos. 2003-00433 and 2003-00434. [ have updated

these functional allocation factors to the values shown in Seelye Exhibit 25.

The second correction that I made is to add losses to the winter and summer class
coincident demands that are used to allocate the intermediate and peak period
demand costs. The Companies’ studies did not adjust these summer and winter
class CP demands for losses, which is required to properly allocate costs.' These
adjustments produce studies that more properly reflect the underlying assumptions

relied upon by the Company’s in these studies.

' The energy allocation factors for the “base” costs did include losses in the Companies’ studies

J. Kennedy and Associates, Inc.
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Have you made these corrections to the Company’s filed BIP class cost of

service studies?

Yes. Baron Exhibit (SJB-2) contains the corrected KU BIP class cost of
service study, while Baron Exhibit (SIB-3) contains the corrected LG&E BIP
class cost of service study. Both of these studies reflect the aforementioned changes

that I have just discussed.

What do the BIP cost of service studies show with regard to the rate of return

paid by the residential class on the KU system?

As can be seen from each of the exhibits summarizing the studies evaluated, the
residential and all electric residential classes pay substantially below the average
system rate of return. Table 1 below summarizes the Company’s and the Corrected

BIP cost of service study results for KU.

J. Kennedy and Associates, Inc.
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Tabie 1
Kentucky Utilities Company
KU BIP and Corrected BIP Cost of Service Study Results
KU BiP Corrected BIP

Rate of Relative Rate of Retfative

Return ROR _Index Return ROR_Index
Residentiat 358% G 50 3 98% 0.56
General Service 11.92% 187 10.85% 152
All Etectric School 6.32% 0 B8 8 35% 117
Combined Light 8 Power 11.60% 1.62 10.53% 147
Small Time-of-Day 6.74% 094 5.83% 0.8z
targe Comm/ind TOD 7 9G% t1t 7.73% 108
Coal Mining Power 13.04% 1.82 13.45% 188
l.arge Power Mine Power TOD 12 81% 179 12 66% 177
Large Industrial Time-of-Day 25 00% 350 23.64% 33t
Lighting 841% 118 8 60% 1.20
Total 7.15% 1.00 7.16% 1.00

Table 1 surnmarizes the cost of service results in the form of a relative rate of return

index. For the total system, the rate of return index is 1.0. For the residential class,

under the corrected BIP method, the rate of return index is 0.56. This means that

residential customers are paying a rate of return at approximately 56% of the system

average. This is in contrast to the rate of return index for the large

commercial/industrial time-of-day class that has a rate of return index of 1.08. For

this class, customers are paying a return on investment equal to 108% of the system

average.

What conclusions do you draw from these “relative rate of return” indices?

J. Kennedy and Associates, Inc.
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Regardless of the cost of service study, residential customers are paying rates of
return substantially below the system average rate of return. Based on these results,
the Companies’ proposal to increase residential rates, while proposing no increase to
large commercial and industrial rates is reasonable and should be adopted by the

Commission.

Have you identified any particular subsidy problems in your evalnation of the

KU BIP class cost of service resulis?

Yes. As can be seen from Table 1, KU’s Large Industrial Time-of-Day rate is
paying a rate of return on rate base of 23.64%, which is more than 3.3 times the
average rate of return paid by all KU retail customers. This is highly unreasonable
and should be mitigated in this case. This rate is providing a huge subsidy to other
rate classes, which should be remedied in the event that the Commiission authorizes
a smaller increase in revenues than requested by the Company. This would also
include a situation wherein the Commission reduces KU’s revenues, as

recommended by KIUC witness Lane Kollen in this case.

Have you prepared similar cost of service summary for LG&E?

J. Kennedy and Associates, Inc.
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Yes. Table 2 summarizes the LG&E BIP and the corrected BIP class cost of service

study results, on a relative rate of return basis.

Table 2
Louisville Gas & Electric Company
LG&E BIP and Corrected BIP Cost of Service Study Results
LG&E BIP Corrected BIP

Rate of Relative Rate of Relative

Return ROR Index Return ROR_Index
Residential 5 28% 068 528% 068
General Service 1301% 167 1301% 167
Rate L.C 10 38% 134 10 89% 1.41
Rate LC-TOD 8 56% 110 8 41% 108
Rate LP 10 1% 130 10 67% 1.37
Rate LP-TOD 7 45% 0986 803% 103
Special Contract 5.36% 089 367% 047
Lighting 7 53% 097 7 51% 097
Rate LC-STOD 551% 07 570% 073
Total T7.77% 1.00 7.77% 1.00

As can be seen, the LG&E’S residential class is producing a relative rate of return

substantially below 1.0 under both studies, while large commercial and industrial

classes are producing relative rates of return at or substantially above 1.0 at present

rates.

Has KU proposed increases for each of its customer classes to address the

subsidy problem that you have just identified?

J. Kennedy and Associates, Inc.
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Yes, though there remain a very significant problem for KU’s rate LI-TOD, as I just
discussed. In general, the Company’s proposed increases have been guided by the
cost of service results, and make progress in moving rates towards full cost of
service. In this regard, KU is proposing no increases on large commercial and

industrial rate schedules.

Is the Company propesing a similar revenue apportionment approach for

LG&E?

Yes. As in KU, LG&E is proposing no increases for its Large Commercial and

Industrial rate schedules.

What overall conclusions have you drawn from your analysis of the

Company’s proposed increases in this case for both KU and LG&E?

Both LG&E and KU have made progress in addressing the subsidy problem in their
rate schedules in this case. KIUC supports the apportionment of the revenue
increase to rate classes in this case recommended by both KU and LG&E.
However, as I will discuss next, if KU receives a lower increase (or a revenue

decrease), the reduction in the Company’s requested revenues should first be used to

J. Kennedy and Associates, Inc.
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reduce KU’s Large Industrial TOD rate so that its rate of return at proposed rates is
no greater than “2 Times” the retail average rate of return. Even with this reduction
the Large Industrial TOD rate would still pay the highest return on rate base on the
system. All remaining revenue reductions (from the amount requested by KU)

should be applied to all rate schedules in the manner that I discuss next.

In the event that the Commission approves a lower increase, or a revenue
decrease as recommended by KIUC witness Lane Kollen, how should the any

changes to the requested increases be apportioned to rate schedules?

Because the Companies’ have proposed no increases to large customer classes in
this case, the most appropriate and reasonable methodology is to allocate the

Commission approved revenue adjustment (the difference between each Company’s

proposed revenues and the Commission authonzed revenues) on the basis of the

share of each rate schedules proposed revenues to the total Company proposed
revenues (i.e, revenues after the requested incr‘c:ase:).2 However, as I discussed
above, for KU, the “revenue adjustment” should first be applied to reduce the
relative rate of return of rate schedule LI-TOD to “2 Times” the retail average.

Using the Correct BIP class cost of service study, KU’s rate LI-TOD should receive

1, instead, the rate schedule revenue increases themselves are scaled back, a “0%” increase to a rate
schedule would not receive any of the benefit, in the event that the Company receives a lower overall

J. Kennedy and Associates, Inc.
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a $3,120,535 revenue decrease to bring it to a rate of return equal to “2 Times” the
overall KU retail rate of return at proposed rates. This recommendation means that
the first $3.12 million of any Commission approved adjustment to KU’s proposed
revenues would be applied to rate LI-TOD. Any additional amounts would then be

applied to all rate schedules (including LI-TOD).

Effectively, the KIUC recommendation reduces the KU and LG&E proposed rate
schedule revenues on an equal percentage to match the Commission approved
increase {or decrease).3 For example, KU has proposed residential revenues of
$422.812,114 in this case, reflecting a requested residential increase of $17,329,356.
This is based on an overall KU revenue increase of $22,109,840. For illustration
purposes, if the Commission were only to approve an increase of $5,000,000 for KU
(instead of the requested $22,109,840), KIUC is proposing that the Comrmnission
“adjustment” of $17,109,840 be spread to each rate schedule on the basis of each

* Since the residential class

rate schedules’ share of total KU proposed revenues.
comprises 37.94% of total KU proposed revenues, the residential class should

receive 37.94% of the $17,109,840 “adjustment.”

increase. This would be counter-intuitive and therefore the scale back should be on total revenues at
proposed rates.
* The only exception to this would be the adjustment to KU’s LI-TOD rate to reduce its excessive rate of

refurn.

¥ Total requested revenue increase of $22,109,840 minus “adjustment” of $17,109,840 equals $5,000,000

J. Kennedy and Associates, Inc.
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11I. INTERRUPTIBLE CREDITS

Are the Companies proposing any changes to their interruptible/curtailable

credits in this case?

No. Both of the Companies currently have three different interruptible/curtailable
riders in which they provide “credits” to large customers in exchange for the ability
to interruptible customer load in the event of system emergencies. Based on the
responses to KIUC data requests Q-2.13, KU currently has customers on Curtailable
Service Rider 1 (CSR1) and CSR3. LG&E currently has customers on CSR1. Each
of these riders provides customers a credit based on the avoided capacity cost

associated with the “installed cost per kW of a combustion turbine.”

In the
Companies last base rate case Mr. Seelye developed the interruptible credits based
on an installed combustion turbine (“CT") cost of $374/kW. Baron Exhibit (SIB-
4) contains a copy of Mr. Seelye’s analysis in KU Case No. 2003-00434 (a similar

analysis was developed in the companion LG&E case).

How did the Companies develop interruptible/curtailable credits using an

installed CT cost?

* Direct Testimony of Steven Seelye, page 43, KU Case No. 2003-00434

J. Kennedy and Associates, Inc.
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As can be seen from Mr. Seelye’s 2004 analysis, the Companies applied a
levelized fixed charge rate to the installed cost of a CT, added in annual fixed
O&M expenses, and then adjusted the results for a planning reserve margin of
14% and losses. The resulting interruptible credits, as shown in Exhibit_ (SJB-4)
are $4.09/kW/Mo for transmission voltage customers and $4.19/kW/Mo for
primary customers. These are the credits for KU’s CSR2 interruptible tariff. The
LG&E credits are slightly different for its CSR2 tariff ($4.09/kW and $3.98/kW
for transmission and primary service).® Each Companies’ CSR1 and CSR3 credits
are lower, reflecting fewer hours of annual interruption and a longer interruption

notice period than the CSR2 interruptible tariff.

Do you agree with the Companies methodology to calculate interruptible

credits?

Yes. The Companies’ methodology is a reasonable approach to the development
of interruptible credits. The underlying rationale of the methodology is that
interruptible load is comparable to combustion turbine capacity with regard to

meeting peak demands on the system.

% In Case No. 2003-00433, LG&E used a lower fixed charge rate for the computation of interruptible
credits: LG&F also had a slightly lower primary loss factor.

J. Kennedy and Associates, Inc.
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Has the installed cost of combustion turbine capacity increased since the

Companies’ 2004 rate case, when the current credits were approved?

Yes. In their response to KIUC Q-2.9, the Companies stated that the “current
estimated cost of an instailed CT in 2009 dollars is approximately $710/kW.”
Baron Exhibit  (SIB-5) contains a copy of KU’s response to KIUC Q-2.9

(LG&E’s response is identical).

Should the Companies® interruptible credits be increased in these Cases, based
on the significant increase in the avoided capacity costs associated with

combustion turbines?

Yes. The Companies have provided evidence that their avoided capacity cost,
which is the basis for their current interruptible credits, has increased substantially.
Based on this information, the credits should be increased in this case to reasonably

reflect this substantial increase in peaking costs for the Companies.

Have other factors used in the credit computation changed as well?

J. Kennedy and Associates, Inc.



10

11

12

13

14

15

16

17

18

19

Stephen J. Baron
Page 22

Yes. While the levelized fixed charge rate and the planning reserve margins have
remained constant, based on the Companies’ response fo KIUC Q-2.1} and Q-2.12,
there has been a substantial increase in the annual fixed O&M expense associated
with new combustion turbine capacity. Baron Exhibit (SIB-6) contains the
Companies’ response to KIUC Q-2.11. This response indicates that the annual

fixed O&M expense for a new CT in 2009 dollars is $12.20/kW/YT.

Have you updated Mr. Seelye’s 2004 interruptible credit computation using
the current avoided capacity costs provided by the Companies in response to

KIUC data requests in this case?

Table 3 contains an update of Mr. Seelye’s CSR credit computation using the
current installed cost and fixed O&M expenses for a 2009 combustion turbine.
Based on this updated computation, the Companies’ CSR2 credits should be
$8.51/kW/Mo and $8.72/kW/Mo for transmission and primary voltage customers.
This represents a 108% increase over the current interruptible credits being

proposed by the Companies in this case.

J. Kennedy and Associates, Inc.
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Avgided Capital Cost
Levelized Fixed Charge Rate

Annual Fixed Charges

Pecent Increase

Table 3
KU and LG&E
Computation of CSR Credit

$710 00 per kW
x 10.58%

$7519 per kW

Fixed O&M +  $12.30 per kW
$87 49

Reserve Margin Adjustment X 1.14

Arnual Avoided Capacity Cost $99 74 per kW

Transmission

Annuaf Avoided Capacity Cost at Source 585 74 kW

Adjustment for Losses 10233

Annual Loss Adjusted Avoided Cost $102 06 fkw

Monthiy Credit $8.51 kWiMo

Current Cradit $ 409 MWMo §

108%

Primary
$99 74 kW
1 0488
$104 61 /KW
$8 72 /KKWiMo

419 &KWiMe

108%

Page 23

Are you recommending that the Commission increase the Companies’ CSR

credits in this case by

108%?

Yes. | recommend that the CSR1, CSR2 and CSR3 credits each be increased by

108% in this case, based on the updated analysis reflecting the Commission

approved methodology.

J. Kennedy and Associates, Inc.
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Q. Does that complete your testimony?

A. Yes.

J. Kennedy and Associates, Inc.
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Professional Qualifications
of

Stephen J. Baron

Mr. Baron graduated from the University of Florida in 1972 with a B.A. degree with high
honors in Political Science and significant coursework i Mathematics and Computer
Science. In 1974, he received a Master of Arts Degree in Economics, also from the
University of Florida. His areas of specialization were econometrics, statistics, and public
utility economics. His thesis concerned the development of an econometric model to
forecast electricity sales in the State of Florida, for which he received a grant from the Public
Utility Research Center of the University of Florida In addition, he has advanced study and

coursework in time series analysis and dynamic model building.

Mr. Baron has more than thirty years of experience in the electric utility indusiry in the areas

of cost and rate analysis, forecasting, planning, and economic analysis.

Following the completion of my graduate work in economics, he joined the staff of the
Florida Public Service Commission in August of 1974 as a Rate Economist. His
responsibilities included the analysis of rate cases for electric, telephone, and gas utilities, as
well as the preparation of cross-examination material and the preparation of staff

recommendations.
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In December 1975, he joined the Utility Rate Consulting Division of Ebasco Services, Inc.
as an Associate Consultant. In the seven years he worked for Ebasco, he received successive
promotions, ultimately to the position of Vice President of Energy Management Services of
Ebasco Business Consulting Company. His responsibilities included the management of a
staff of consultants engaged in providing services in the areas of econometric modeling, load
and energy forecasting, production cost modeling, planning, cost-of-service analysis,

cogeneration, and load management.

He joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of the
Aflanta Office of the Utility Regulatory and Advisory Services Group. In this capacity he
was responsible for the operation and management of the Atlanta office. His duties included
the technical and administrative supervision of the staff, budgeting, recruiting, and marketing
as well as project management on client engagements. At Coopers & Lybrand, he
specialized in utility cost analysis, forecasting, load analysis, economic analysis, and

planning.

In January 1984, he joined the consulting firm of Kennedy and Associates as a Vice

President and Principal. Mr. Baron became President of the firm in January 1991.

During the course of my career, he has provided consulting services {o more than thirty
atility, industrial, and Public Service Commission clients, including three international utility

clients.
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He has presented numerous papers and published an article entitled "How to Rate Load
Management Programs" in the March 1979 edition of "Electrical World." His article on
"Standby Electric Rates" was published in the November 8, 1984 issue of "Public Utilities
Formightly." In Febiuary of 1984, he completed a detailed analysis entitled "Load Data
Transfer Techniques” on behalf of the Electric Power Research Instifute, which published

the study.

Mr. Baron has presented testimony as an expert witness in Arizona, Arkansas, Colorado,
Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan,
Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North Carolina,
Ohio, Pennsylvania, Texas, Virginia, West Virginia, Wisconsin, Wyoming, the Federal
Energy Regulatory Commission and in United States Bankruptcy Court. A list of his

specific regulatory appearances follows.
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date  Case Jurisdict. Party Utility Subject
4181 203(B} KY Loulsville Gas Lowtsville Gas Cost-of-service
& Electric Co & Electric Co.
4/81 ER8142 MO Kansas City Power Kansas Gity Forecasting
& Light Co. Power &Light Co,
8/81 1)-1933 AZ Arizona Corporalion Tucson Eleciric Forecasling planning
Comimission Co
284 8524 KY Airco Carbide Loulsville Gas Revenue regidrements.
& Eleclic Co cost-of-service, forecasting,
weather normafization
84 84-038U0 AR Arkansas Eleclric Arkansas Power Excess capacily. cost-of-
Energy Consumers & Light Co service, rate design
5i84 830470-E1  FL Florida Industriat Florida Power Allocation of fixed costs,
Power Users' Group Cormp. Ioad and capacity batance, and
reserve margin Diversification
of ulility
084 B4-188U AR Arkansas Electric Adkansas Power Gost afiocation and rate design
Energy Consumers and Light Co
11/84  R-842651  PA Lehigh Valley Pennsylvania Interruptible rates, excess
Power Commiitee Power & Light capagity, and phase-n
Co
1185 8565 ME Airco Industrial Cenlrzi Maine interruplible rate dasign
Gases Power Co.
2185 |-8403B1 PA Philadelphia Area Philadelphia Load and energy forecast
Industrial Energy Electric Co
Users' Group
3185 5243 KY Alean Aluminum Louisville Gas Economics of completing fossil
Comp, etal & Electic Co. generaling unit
3185 3498-1 GGA Adfomey Ceneral Georgia Power Load and energy forecasting,
Co. generation pianning economics
3/85 R-B42632  PA West Penn Power West Penn Power Generation planning econcmics,
Industrial Co. prudence of & pumped storage
Infervenors hydro unit
5/85 84-249 AR Arkansas Electric Arkansas Power & Cosi-of-senvice, rate design
Energy Consumers Light Co. refum muttipliers
585 City of Chamber of Santa Clara Cost-gf-service. rale design
Sanla Commerce Municipal
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Expert Testimony Appearances
of
Stephen J. Baron
As of Qctober 2008
Date Case Jurisdict, Party Utility Subject
Clara
6/85 84-768- Wy West Virginia Manongahelz Generatiah planning econemics,
E-42T Indusirial Power Co. prudence of a pumped storage
Infervenors hydro unit
6/85 E7 NG Carclina Duke Power Co. Cost-of-service, rate design,
Suts 381 Industrials interruptible rate design
(CIGFUR 1))
7/85 25046 NY Industrial Orange and Cost-of-service, rale design
Energy Users Rockiand
Association Ulilities
1085  85-043-U AR Arkansas Gas Arkia, inc Regulatory policy. gas cost-of-
Consumers senvice, rale design
1085 85-63 ME Aireo Industrial Centrai Maine Feasibility of interruptible
Gases Power Co. rates, avoided cosl.
2/85 ER- N Air Products and Jersey Central Rate design
8507636 Chemicals Pawer & Light Co
3185 R-850220  PA West Penn Power West Penn Power Co Optimad reserve, prudence,
Industsal oif-system sales guarantes plan
[#lervenors
2166 R-850220  PA Waest Penn Power West Penn Power Co. Cpfimal reserve margins,
Industrial prudence, off-system sales
inlervenors guarantee pfan
386 85-205U AR Arkansas Eleclric Arkansas Power Cost-of-senvics, rale design,
Energy Consumers & LightCo revenue distibution
3186 85-726- OH Industriat Electric Ohio Power Co Cost-of-service, rate design,
EL-AIR Consumers Groug intermuptible rates
5/86 86-081- Wy Wast Virginia Morongahela Power Generalion planning economics,
E-Gi Engrgy Users Ca. prudence of a pumped starage
Group hytire upit
8/86 E-7 NG Carofina Industriat Dike Power Co Costcbservice, rate design,
Sub 408 Energy Consumers interuptible rates.
10/86  U-17378 LA Louistana Public Gulf Slates Excess capacily, economic
Service Commission Ulilities analysis of purchased power
Staff
1286 38083 i Industrial Energy indisha & Michigan inlerruplible rates
Consumers Power Co.
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of
Stephen J. Baron
As of October 2008
Date Case Jurisdict. Party Utility Subject
387 EL-85- Federal Louisiana Public Guff Stales Costibenefit analysis of unit
53-001 Enengy Service Commission Ltitties, power sales contract
EL-86- Reguiatory Staff Southem Co
57.001 Commissicn
{FERC)
4/87 417282 LA Lotlsiana Public Gulf Slates Loed forecasting and impnsdence
Service Commission Utilites darmages, River Bend Nuclear unit
Staff
5187 87023 Wy Airco Ingustrat Monongzheia Isternugtible ates
E-C Gases Power Co
5/87 B7-072- Wy Wes! Virginia Monongahela Analyze Mon Power's fuel fing
E-G1 Enemgy Users' Power Co and examine the reasonableness
Group of MP's claims
5187 B6-524- Wv West Virginia Monongahela Economic dispaiching of
E-8C Energy Users' Group Power Co. pumped storage hydro unit
5/87 9781 KY Kentuchy fndusirial Louisville Gas Analysis of impact of 1586 Tax
Energy Consumers & Eleclnc Co Reform Act
6/87 3673-U GA Georgia Public Geomgia Power Co Ecenomic prudence, evaluation
Service Commission of Voglie nuclear unit - load
forecasting, planning
687 117282 LA Loulsiana Public Gulf States Phase-n plan for River Bend
Service Commission tiifities Nuclear unit
Siaff
7ia7 85-10-22 cT Connecticut Connecticut Methedology for refunding
Industria Light & Fower Co. rate moderation fund
Energy Consumers
8/87 36734 GA Georgia Public Georgia Power Co Test year sales and revenue
Service Commission forecast
9/87 R-B50220  PA West Penn Power West Penn Power Co Excess capacily, reliabifty
industrial of generating syslem
{arvenors
10/87 R-870651 FA Duquesne Buguesne Light Co Interruptible rate, cost-of-
Industrial seqvice, revenue allocation,
intervenors rate design
1087 |-860025 PA Pennsylvania Proposed rules for cogeneralion,
Industriat avoided cost, rale recovery
Infervenors
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Date Case Jurisdict. Party Utility Subject
10787 EQ15/ N Taconile Mirnesota Power Excess capacity, power and
GR-87-223 Intarveriors & Light Co cost-of-service, rale design
10/87  8702E Fl. Qceidental Chemicat Florda Power Com. Revenue {orecasting. weather
Com. normalization
1287 87.07-01 cT Conneclicut Industrial Conneclicut Light Excess capacily, nuelear plant
Energy Consumers Power Co. phase-in
3788 16064 KY Kentucky Indusiral Louisvile Gas & Revenue ferecast weather
Energy Consumers Electric Co. normalization rale freatment
of canceied plant
3/88 B7-183-TF AR Arkansas Eleclric Arkansas Power & Standby/backup electric rates
Consumers Light Co.
5/88 870171C001 PA GPU Indusinal Melmopolitan Cogeneration deferal
Intervenors Edisen Co mechanism, modification of encrgy
cost recovery (ECR)
£/88 870172005 PA GPU Industria} Pennsylvania Cogeneration deferral
intervenors Electic Co. mechanism, madification of enengy
cost recovery (ECR}
7188 88-171- OH Industrial Energy Cleveland Electric/ Financial anafysisineed for
EL-AIR Consumers Toledo Edison intedm rate relief
88-170-
EL-AIR
Inferim Rale Case
7188 Appeal 19th Louisiana Public Guif States Load foretasting, imprudence
of PSC Judiciad Sevice Commission Utilities damages
PDocket Gircuit
L4-17282 Court of Louisiana
1188  R-B60988  PA United Staies Camegie Gas Gas cost-of-service, rate
Sieel design
11/88 8817+ OH Industrial Energy Cleveland Electic/ Weather normatization of
Ei-AIR Consumers Toledo Edison peak loads, excess capacity,
B8-170- Genera! Rate Case reguiatary policy
EL-AIR
3189 870216/283 PA Armco Advaniced West Penn Power Co. Galculated avolded capacity,
284/286 Materials Comp., recovery of capacily payments

Aliegheny Ludium
Com.

J. KENNEDY AND ASSOCIATES, INC,
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of
Stephen J. Baron
As of October 2008
Pate Case Jurisdict, Party Litility Subject
B89 8565 ™ Cccidental Chermical Houston Lighting Cost-of-senvice. rate dasign
Comp & Pawer Co
&i89 3840-U GA Georgia Public Georgia Power Co. Revenue forecasting, weather
Service Commission nonmalization
9/8% 2087 NM Aflomey General Public Service Co Frudence - Palo Verde Nuclear
of New Mexico of New Mexico Units 1, 2 and 3, load fore-
casting
089 2262 NM New Mexico Industrigi Public Sewvice Co Fuel adjusiment clause, off-
Enengy Consumers of New Mexico system sales. cost-of-service,
rate design, marginal cost
1189 38728 N indusiriat Consumers indiana Michigan Excess capacity, capacily
fos Fair Uity Rates Power Co. equatization, jurisdictional
cost allocation, rale design,
interruplible rates
490 U-17282 LA Louisiana Public Gulf States Jurisdictional cost aflocation.
Service Commission Uitilities C8M expense analysis
Siaf
540 850366 PA GPU Industral Metropalitan Non-utility genesator cost
Intervenors Edison Co. recovery
6/80 RO0IB0S  PA Armco Advanced West Penn Power Co Aliocation of QF demand charges
Materizis Gorp., in the fuel cost. costof-
Allegherty Ludium senvice, rale design
Comp
9190 8278 MD haryland Indusirial Baltimore Gas & Cost-of-senvice, rate design,
Group Electic Co, revenue allocation
1280 U-9346 M Association of Consumers Power Demand-side management.
Rebuttal Businesses Advocaling Co environmental exiemalifies
Tariff Equity
1280 U-i7282 LA Loutsiana Public Gulf States Revenue requiraments,
Phase IV Service Commission Utilities jurisdictionai aliocation
Staff
12780 90-205 ME Airco Industrial Central Maine Power Investigation inlo
Gases Co. interruplible service and rales
1191 90-12-03 CT Connecticut Iadustriat Connecticut Light Interim rate relief, fnanclal
Inferim Energy Consumears & Power Co. analysis, class revenue sliocation
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of
Stephen J. Baron
As of October 2008
Date  Case Jurisdict, Party Utitity Subject
591 801203 CT Connecticut Industral Conneclicut Light Revenue requirements, cost-of-
Phase I Energy Consumers & Power Co service, rale design, demand-side
rmanagerient,
BI%1 E7,SUB  NC North Caroling Duke Power Co. Revenue requirements, cost
S4B 487 industriat allocation, rate design. demand-
Energy Consimers side management
8193 8341 MD Westvaco Corp Polomac Edison Co, Cost allocation. rate design,
Phasel 1990 Clean Ajr Act Amendmenis
891 91-372 OH Amco Steel Co, LP Cincinnati Gas & Economic analysis of
EL-UNC Electric Co. cogeneration, avold cost rate
a/81 P-910511  PA Allegheny Ludlum Corp West Pean Power Co Ecenomic analysis of proposed
P.910512 Armco Advanced CWIP Rider for 1320 Clean Air
Materials Co, Act Amendments expenditures
The West Pean Power
Industriaf Users’ Group
9/91 9121 Wy West Vimginia Energy Monongahela Power Econemic analysis of proposed
-E-NG Users' Group Co. CWIP Rider for 1950 Clean Ak
Act Amendmenis expenditures
et 8341 MD Westvaca Comp. Patomac Edison Ca Economic analysis of proposed
Phase It CWiP Rider for 1880 Clean Air
Act Amendments expenditures
10/ 1J-47282 LA Louisiana Public (ulf States Resulls of comprehensive
Service Commission Ulililies management audit
Slaff
Nete: Notestimony
was prefiled on this
i U-17943 LA Louisiana Public South Central Analysis of South Cenlral
Bubdocket A Service Commission Beli Telephene Co Bell's restructuring and
Staif and proposed merger with
Soufhern Bell Telephone Co.
§2191 91410 OH Ammico Steel Co, Cincinnali Gas Rate design, interuptivle
EL-AIR Air Products & & Eleciric Co. rales
Chemicals. Inc
12 P-880286  PA Armeo Advanced West Penn Power Co. Evaluation of appropriate
Malerials Corp., avoided capacity costs -
Aliegheny Ludlum Com. OF projecls

J. KENNEDY AND ASSOCIATES, INC,



Exhibit __ (SJB-1)

Page 100 of 19
Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008

Date  {ase Jurisdict. Party Lititity Subject
1192 8134248 PA Duguesne Interuplible Duguesse Lignt Co. industrial interuptible rate

Complainanis
6/92 92.02-18 CT Gonnecticut induslrial Yankee Gas Co Rale design

Enemy Consumers
8/52 2437 NM New Mexico Public Service Co. Cost-of-senvice

Industdal intervenors of New Mexito
892 R-00922314 PA GPRU Industral Metropolitan Edison Cost-of-service, raie

Intervenoss Co. design, enengy cost rate

992 39314 i Industrial Consumers Indiana Michigan Cost-of-service, rate design,

for Fair Uity Rates Power Co enargy cost rale, rale beaiment

1092 M-00920342 PA The GPU Industsial Pennsylvania Cost-of-sevice, rale design,
o007 intervengrs Electic Ca. enery cos! rale, rate freatment

12182 U-17949 LA Louisiana Public South Central Bell Management audit

Service Commission Co
Staff
12082 R-00922378 PA Armco Advanced West Penn Power Co Cost-of-service, rate design,
Materials Co. eneryy cost rale, S0, aflowanca
The WPP Industrial 12ie freatment
Intervencrs
1793 8487 MD The Manyland Baltimore Gas & Electric cost-of-service and
inustaat Group Eleclric Co. rate design, gas rate design
{Nexible rates)

2/83 EQO2GR-  MN Morth Star Steef Co Nerlhem States Interuptivle rates
92-1185 Praxair, ine Power Co.

4133 EC92 Federal Loulsiana Public Gulf States Merger of GSU into Entergy
21000 Energy Service Commission UliliesfEnisrgy System; impact on system
ERS2-806- Regulatory  Staff agreement.

000 Commission
{Rebuttal)

793 §3-0114- WY Alrco Gases Monongahela Power Interruptible rales
E-C Co

B/93 930759-EG FL Florida Industrial Generic - Elecric Cos! secovery and afocalion

Power Users' Group Litilities of DSM costs

9183 M-009 PA Lehigh Valley Pennsylvania Power Ratemaking treaiment of

30406 Pawer Gommitteg &LightCo off-system sales revenues.
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of
Stephen J. Baron
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Date  Case Jurisdict. Party Uitility Subject
193 346 KY Kenlucky ladustrial Generic - Gas Allocation of gas pipeline
Utility Cuslomers Utilities transition costs - FERC Qrder 636
1283 UA7735 LA Louisiana Public Cajun Electric Nuclear plant prudence,
Service Commission Fower Cooperative forecasting, excess capacily
Staff
4/94 E-Q15/ N Lame Power inlervenors Minnesola Power Gost allocation, rale design,
GR-84-001 Co. rele phase-i plan
594 U-20178 LA Louisiana Public Louisiana Power & Analysis of least cost
Service Commissicn Light Co inlegraled rescurce pian and
demand-side management program
7194 R-00342986 PA Armea, Inc; West Penn Power Co. Costof-senice, allosation of
West Penn Power rale increase, rate design,
Industrial Intervenors emisston allowance sales, and
operations and mainlenanca expense
7184 940035 WY West Virginia Monongahela Power Gostof-service, aliocation of
E42T Energy Users Group Co. rate increase, and rate design.
Big4 EC34 Federal Louisiana Public Guif States Analysis of extended reserve
13000 Enengy Senvice Commission Ulilties/Enteryy shuldown uniis and viotaiion of
Regulatory system agreement by Entergy
Commission
9/34 R-00943  PA Lehigh Vailey Pennsyivania Public Analysis of Inlerruptible rale
081 Power Comimiltee Utility Comission terms and conditions, availability
R-00943
(81G0001
9/94 U-17735 LA Louisiana Public Cajun Eleclric Evaluation of approprate avolded
Service Commission Power Cooperative tost rate
0164 1118904 1A l.ouisiana Public Gulf Stafes Revenue requirements
Seswvice Commission Utiites
10/4 52580 GA Georgia Public Southern Bell Proposals o addrmss competition
Service Commission Telephone & in lelecommunication markels
Telegraph Co.
ihed  ECO47-000 FERG Louisiana Public El Paso Eleclic Merger econamics, lransmission
ER94-898-000 Senice Commission and Central and equatization hold harmless
Southwest proposals
2135 941430EG CO CF4) Steel, L P Pyblic Service Interruptible rates,
Comgpany of costol-senvice
Colorado
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Pate  Case Jurisdict, Party Utility Subject
4195 R-00943271 PA PREL Indusiral Pennsylvania Power Cost-al-service, allocalion of
Customar Alliance &iight Co rale ingrease. rate design,
intermuplible rales
8/35 C-00913424 PA Duguesne Interruptible Duguesne Light Co. interuptible rates
C-00946104 Complainants
B8/95 ER95-112 FERC Lovisiana Public Entergy Services, Open Access Transmission
-000 Service Commission Inc Tariffs - Wholesale
10785 1-21485 LA Louisiana Public Gulf States Nutlear decammissiening,
Service Commission Utilties Company revenue requirements,
capital structure
10/85  ERD5-1042 FERC Lowisiana Pubic System Energy Nuclear decommissioning.
000 Service Commission Resoures. nc revenie requirements.
1095 121485 LA Louisiana Public Guif States Nuglear decommissioning and
Service Commission Utities Co. cost of debt capilal, capital
structure
1195 1940032 PA Industrial Energy State-wide - Retail competition issues
Consumers of all ulifities
Pennsylvania
7196 1-21496 LA Louisiana Public Centrai Louisiana Revenue requirement
Service Commissicn Eleciric Co. analysis
7136 8725 M2 Maryland Indusiriat Ballimore Gas & Ralemaking issues
Group Elzc Co. Polomac associated with a Merger
Elec Power Co.
Consteffation Energy
Co
896 U-17735 LA Louisiana Public Cajun Eleclric Revenue requirements,
Service Commission Power Cooperative
9/96 U-22092 LA Louisiana Public Entergy Guif Decommissioning, weather
Service Commission Stales. inc nommalization, capital
sinclure
297 R-G73877 PA Philadeiphia Area PECO Energy Co. Competilive restructising
Industrial Energy policy issues, siranded cost.
Users Group transition charges
6197 Civit LS Bank- Louisiana Public Cajun Electric Confirmaticn of reorganization
Action rupley Service Commission Power Cocperative plan; analysis of rate paths
No. Couzt praduced by competing plans.
94-11474  Middie District
of Louisiana
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Date Case Jurisdict. Party Utility Subject
67 R-973953 PA Philadelphia Area PECO Eremy Co Refail competifion issues, rale
industrial Energy unbunding, stranded cost
Users Group analysis
6197 B738 MD Maryland Industrial Generic Retail competition issues
Group
7197 RO73554 PA PPEL Iadusirial Pennsylvania Power Retail competition issues, rale
Customer Afiance & Light Ca unbundting. stranded cost analysis
1097 97-204 KY Adcan Aluminum Corp Big River Analysis of cost of service issues
Southwire Co. Electic Comp - big Rivers Restructuring Plan
1087 R-O74008  PA Metropolilan Edison Metropolitan Edison Relall competition issues, rate
Indusérial Users Co unbundiing, stranded eost analysis
10187 R-974008 PA Pennsylvania Electric Pennsyivania Relall compedilion issues, rale
Industrial Customer Elestric Co. unbundling, stranded cost analysis
n/7T U243 LA Louisiana Public Entengy Gulf Decommissioning, weather
Service Commiszion Btates, Inc nomalization, capital
struclure
1497 P-971265 PA Philadeiphia Area Enron Energy Anaiysis of Retail
industrial Enengy Services Power, Inc/ Restructusing Proposal
YUsers Group PECO Energy
12197 R]-973981 PA West Penn Power Wast Penn Retal competilion issues, rale
Industrial Infervenars Power Co. unbungiing, stranded cost
analysis
1297 RO74104  PA Duquesne kdustriat Duquesne Retall competilion issues. rale
Intervencrs Light Co. unburidiing, stranded cost
analysis
3/98 U-22092 LA Louisiana Public Gulf Slates Retail competition. stranded
{Allocatad Stranded Service Commission Litilities Co cost quantification
Cost Issues)
3198 U-22082 Louisiana Public Gulf Slates Stranded cost quantification,
Service Commission Litiliies, Inc restruciuring issues
9158 U-17735 Louistana Public Cajun Electric Revenue requirements analysis,
Service Commissioft Power Cooperative, weather normalization
int.
1298 8794 MD Maryland Industrial Ballimore Gas Electdc utiity restructuring,
Group and ani Fleclic Co siranded cost recovery, rale
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Date Case Jurisdict. Pary Utifity Subject
Millennium inorganic unbundling
Chemicals e
12/98 {3-23358 LA Lauisiana Public Entergy Guif Nuclear decommissioning. wealher
Service Commission States, inc normatization, Entergy System
Agreement
5198 EC-98- FERC Louisiana Public Amesican Eleclric Meryer issues related fo
{Cross-40-000 Senvice Commission Power Co & Central market power mitigation proposals
Answering Teslimony) South West Corp
5195 98-426 KY Kentucky Industrial Loulsvile Gas Parformance based regulation,
{Response Lifility Cuslormers, lac & Electdc Co. setiement proposal issues,
Testimony} cross-subsidies between electric
gas services
6/95 980452 WV West Virginia Energy Appalachian Power, Electric ulility restruciuring,
Users Group Morncngahela Power, stranded cost recovery, rale
& Polomac Edison unbundling
Companies

7199 990330 CF

7159 Adversary US
Proceeding  Bankruplcy
No. 98-1065 Court

7199 99:0306 CT

1009 24182 1A

12199 U17T736 LA

0300  UA17735 LA

0360 99-1658-  Orl
EL-ETP

Connecticut Industrial
‘energy Consumers

Louisiana Public
Service Commission

Conneclicid Industrial
Energy Consumers

Louisiana Pubiic
Service Commission

Louisiana Public
Service Commission

touisiana Public
Service Comnission

AK Sleel Comoration

United llluminating
Company

Cajun Electris
Power Cooperative

Connecticut Light
& Power Co.

Entergy Guif
Siates, Inc

Cajun Electric
Power Cooperalive,
Inc

Cajun Electic
Pawer Cooperative,
inc

Cincinnal Gas &
Eleclric Co

Electric ulifty restructuring,
stranded cost recovery. rate
unbundiing

Motion to dissolve
preliminary injunclion

Electric ulility restructusing,
stranded cost recavery, rale
unbuniing

Nuclear decommissioning, weather
nornatization, Entergy System
Agreement

Ananlysi of Proposed
Contract Rates, Market Rates

Evaiualion of Cooperative
Power Contract Eleclions

Eleciric usiity restructuring,
stranded cost recovery. ale
Unbundling

J. KENNEDY AND ASSOCIATES, INC.
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0800 980452  WvA Waest Virginia Anpatachian Power Co Electric usiiéy restructusing
E-Gi Engrgy Lisers Group American Fiectric Co rafe unbunding
08/0C  00-1050  WVA Wast Virginia Mon Power Ce. Efectric uiility restructuring
ET Energy Users Group Potomac Ediscn Co 1ate unbundiing
00-1051-E-T
1000 SOAH473- T The Datias-Fort Worth TR, inc Electric ulllity restructuring
(0-1020 Hospital Councii and rale unbundling
PUC 2234 The Coalition of
Independsnt Colleges
And Universities
1210006 U-24993 LA Louisiana Public Entergy Gulf Nuciear decommissioning,
Service Commisslon States. Ing revenue fequirements
12100 ELOGGE- LA Louisiana Public Entengy Services inc Inter-Company System
000 & ER(D-2854 Service Commissicn Agreement: Modifications for
EL95-33-002 retall compelition, interruptible load
04101 J-21453, LA touisiana Public Entergy Gulf Jurisdictionat Business Separation -
U-20925, Sevice Commission States, Inc Texas Restrucluring Plan
U-2209%
(Subdocket B)
Addressing Contesled Issues
101 140000 GA Georgia Public Georgia Power Co Test year revenug forecast
Service Commission
Adversary Staff
11404 u-25687 LA Leuisiana Public Entergy Gulf Nuclear decomimissioning reguirements
Service Commission States. inc transmission 7evenues
1101 25865 LA Louisiana Public Generic Independent Transmission Company
Service Commission {"Transco™ RTO rale design
0302  001148-E| FL South Florida Hospital Florida Power & Retail cost of service, rate
and Healthcare Assoc Light Company design, resource planning and
demand side management
06102 11-25965 LA Louisiana Pubfic Entergy Gulf Slates RTO Issties
Senvice Commission Entergy Louisiana
0ri02  U-21453 LA Louisiana Public SWEPCQ. AEP Jurisdictional Busingss Sep. -

Senvice Cornmission

Texas Restructuring Plan

J. KENNEDY AND ASSOCIATES, INC.
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0Bz U-25888 1A Louisiana Pubic Entergy Louisiana, Inc Modifications {o the Infer-
Service Commission Entergy Gulf States. Inc Company System Agreement
Production Cost Egualization
0802 ELOI- FERC Louisiana Public Entery Services inc Modificatons to the inter-
88-000 Senvice Commission and the Enlergy Company System Agreament.
Qperating Companies Production Cost Equalization
1"mz  025-318EG CO CF&1 Steel & Climax Public Service Co. of Fuel Adjusiment Clause
Holybrdenum Co. Colorado
03 U773/ LA Louisiana Pubfic Louisiana Coops Contract Issues
Service Commission
0203 025-584E  CO Cripple Creek and Aquila. tne. Revenue reguirements,
Victor Gold Mining Co. purchased power
04/03 U-26527 LA Louisiana Pubfic Entergy Gull States, Inc Wealher normalization, power
Senvice Commission purchase expenses. Syslem
Agreement expenses
1163 ER03-753-000 FERC { puistana Public Enlergy Services, Inc Proposed modifications lo
Sesvice Commission and the Entengy Operating Systlem Agreement Tasiff MSS4
Staff Companies
1103 ER0G3-583-066 FERC Lotdsiana Public Entergy Services, Inc, Evaluation of Wholesale Purchased
ER03-583-001 Service Commission the Entergy Operating Power Contracls
ERG3-583-002 Compantes, EWQ Market-
ing, 1P, and Entengy
ERG3-681-000. Power. Ing
ER03-681-001
ER03-682-000,
ER03-682-G01
ER03-682-002
1203 U273 LA Louisiana Public Entergy Lowuisiana, Inc Evaluation of Wholesale Purchased
Service Commission Power Contracls
0104  E01M5  AZKroger Company  Arzona Public Service Co Revenue allocation rale design
03-0437
0204 00032071 PA Dugquesne Industrial Duguesne Light Company Provider ¢f last resort issues
intervenors
0304 (3A-436E GO CF&l Steel, LP and Public Service Company Pyrchased Power Adiusiment Clause

Climax Molybedenum

of Coiorado

J. KENNEDY AND ASSOCIATES, INC.
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04/04 200300433 KY Kenlucky Industral Uity Louisvile Gas & Electic Co,  Costof Senvice Rate Design
2003-00434 Customers, Inc Kentucky Utities Co.
(604  03SH3E GO Cripple Creek, Viclor Gold Aquila, Inc Cost of Service, Rate Design
Mining Co., Goodrich Corp. Interruplible Rates
Helcim (U8 ), Inc . and
The Trane Co
06/0§  R-00D49255 PA PR&L Industrial Customer PPL Eleciric Uiililes Corp Cost of service. rate design.
Alliance PPLICA tanif issues and fansmission
service charge
10/04 045184 CO CFB& Slee! Company, Cimax Public Service Company Cost of sexvice, rate design,
Mines of Colorado Interruplible Rates
0305  CeseMNo  KY Kentucky ingustrial Kentucky Ulililies Envirgnmental cost recovery
2004-00426 Uitility Customers. fnc Louisviie Gas & Eieciric Co
Case No,
2604-00421
06/05  050045-E1 FL Soulh Fiorida Hospital Florida Power & Redaii cost of service, rate
and Healthcare Assot Light Compary design
07105 U-28155 LA Louisiana Public Enfergy Louistana, inc Independent Coordinator of
Service Commission Staff Entergy Gul States, Inc Transimission — CostBenefit
9105 CaseNos  WVA Wes! Vimginia Enemy Mon Power Co Envirormental cost recovery,
05-0402-E-CN Lisers Group Potomag Edisen Co Securifization, Financing Order
05.-0750-E-PC
0106 200500241 KY Kentucky Industrial Kenfucky Power Company  Costof service, rate dasign,
Uity Customers, Inc {ransmission expenses Congestion
Cost Recovery Mechanism
030G 122092 LA Louisiana Public Service Entergy Gulf States, inc. Separation of EGSI into Texas and
Commission Sialf Louisiana Companies
0406 U-25116 LA Louisiana Pubiic Service Ertergy Loulsiana, In¢ Transmission Prudence investigation
Commission Staff
0606 RO0061346 PA Duguesne Industrial Duguesse Light Co Cosl of Service, Rale Design, Transmission
C0001-0005 Intervenors & IECPA Service Charge, Tariff Issues
06/06 R-0061366 Met-Ed Indusinat Energy Metropolitan Edison Co Generalion Rate Gap, Transmission Service
R-00D61367 Users Group and Penelec Pennsyivania Electric Ca Charge, Cost of Service, Rale Design. Tariff
P00062213 industrial Customer issuas
P-0O062214 Alliznce
0706 U-22092 LA Louisiana Public Sevice Entergy Gulf States, Inc Separation of EGS! into Texas and
Sub-} Commission Staf Louisiana Companies

J. KENNEDY AND ASSOCIATES, INC.
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07/06  CaseNo  KY Kentucky Indusirial Kentucky Utiities Environmentat cost recovery
2006-00130 Ulility Customers, ing louisvite Gas & Eleclric Co
Case No.
200600129
08106 CaseNo. VA Old Dominion Commillee Appalachizn Power Co. Cost Aflocation, Alocation of Revenue Incr,
PUE-2006-00065 For Fadr Ulility Rales Off-Systern Sales margin rale freatment
1106 Doc Moo CT Connecticut industriat Connecticut Light & Power Rale unbundiing issues.
97.01-15REQ2 Energy Consumers United uminating
037 CaseNo. WV Wast Vimginia Energy Mon Power Co. Retall Cost of Senvice
06-0980-E427 Users Group Potomac Edison Co Revenue apportionment
0307 U-29704 LA l.ouisiana Public Sesvice Entergy Guif States, Inc Implementation of FERC Decision
Commission Staff Entergy Loulsiana, LLC Jurisdictional & Rate Class Allocation
05007  CaseNo. QH (Yo Energy Group Chio Power, Columbus Environmental Surcharge Rale Design
07-63-EL-AUNC Southem Power
05107 R-00049255 PA PP&L Industrial Customer PPL Electric Utilties Com. Cost of service. rale design,
Remand Alflance PPLICA {aniff issues and kransmission
senvice charge
0607 R00072155 PA PPAL Indusirial Customes PPL Electric Utilities Comp. Cost of service, rale design,
Alliance PPLICA taniff issues
0707 Dos.No CO Galeway Canyans LLC Grand Vailey Power Coop Distribution Line Cost Allocation
O7F-037E
09107 Dac No. Wi Wisconsta fadustriat Wisconsin Electic Power Co - Cost of Service, rate design, aniff
54UR-03 Energy Group, Inc Issues, Interruplible rates
1407 ERO7-682-000 FERC Leuisiana Public Enlergy Services, Ing Proposed modifications to
Service Commission and the Enlergy Operating Syslem Agreement Schedile MSS-3.
Staff Companies Cost functionatization issues
108 Doc No. WY Cimarex Enengy Company Racky Mountain Power Vintage Pricing, Margina! Cost Pricing
20G60-277-ER-O7 {PacifiCorp} Projected Test Year
1/08 CaseNe. OH Ohio Erietgy Group Chio Edison, Toledo Edison Class Cost of Service, Rate Restructuring,
07-551 Cleveland Electric lluminating  Apporlionment of Revenue Increase fo
Rate Schedules
208 ER07-956 FERC Lotisiana Public Entergy Services, inc Enlergy's Compliance Filing
Service Commission znd the Entergy Operaling System Agreement Bandwidth
Staff Companies Calculations.
2/08 Doc No. BA West Penn Power West Penn Power Co. Default Service Plan issues
P00072342 industrial intervenors

J. KENNEDY AND ASSOCIATES, INC.
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368 Doc No. AZ Kroget Company Tycson Electric Power Co Gost of Service, Rate Desiga
E-01933A-05-0650

0518  08-C278 WVA West Virginia Appalachian Power Co. Expanded Net Energy Cost ‘ENEC”
E-Gl Enemgy Users Group American Electric Co Analysis

6/08 CaseNo. OH Ghic Energy Group Ohio Edison, Toledo Edison  Recovesy of Deferred Fug! Cost
(08-124-EL-ATA Cleveland Flectric Numinating

7108 DocketNe.  UT Kroger Campany Rocky Mountain Power Co. Cost of Service, Rate Design
0703593

08/08 Doc Moo WI Wisconsin Industriat Wisconsin Power Cost of Service, rale design, tariff
6690-UR-118 Energy Group, Inc and Light Co Issues, Intemplible rates

08/08 Doc Noo Wi Wisconsin Indusirial Wisconsin Public Cost of Service, rate design, tariff
6690-UR-1149 Energy Group. Inc Service Co lssues, Interruplible rates

0948 Case No. OH Chia Energy Group Ohio Edison, Toledo Edison  Pravider of Last Resort Compelitive
(8-936-EL-850 Cleveland Electic luminating  Solicitation

DaioB Case No. OH QOhio Energy Group Ohio Edison, Toledo Edison  Provider of Last Resort Rate
08-635-E1-880 Cleveland Electric fluminating  Plan

J. KENNEDY AND ASSOCIATES, INC.
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASENO.
LOUISVILLE GAS AND ELECTRICC COMPANY ) 2008-00252
APPLICATION OF LOUISVILLE GAS AND )
ELECTRIC COMPANY TO FILE DEPRECIATION ) CASE NO.
STUDY } 260700564
AND
AN ADJUSTMENT OF THE ELECTRIC }
RATES, TERMS, AND CONDITIONS OF } CASE NO.
KENTUCKY UTILITIiES COMPANY ) 2008-00251
APPLICATION OF KENTUCKY UTILITIES ) CASENQO.
COMPANY TO FILE DEPRECIATION STUDY } 2007-60565
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STEPHEN J. BARON
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS ANDELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASENO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2008-00252
APPLICATION OF LOUISVILLE GAS AND )
ELECTRIC COMPANY TO FILE DEPRECIATION ) CASENO.
STUDY ) 2007-00564
AND
AN ADJUSTMENT OF THE ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2008-00251
APPLICATION OF KENTUCKY UTILITIES ) CASE NO.
COMPANY TO FILE DEPRECIATION STUDY ) 2007-00565

EXHIBIT _(SJB-4)
OF

STEPHEN J. BARON




Kentucky Utilities Company
Computation of CSR Credit

Avaided Capital Cost
Levelized Fixed Charge Rate

Arnual Fixed Charges

Fixed O&M

Reserve Margin Adjustment

Annual Avoided Capacity Cost

Annuai Avoided Capacity Cost at Source
Adjusimerd for Losses
Annuat Loss Adjusted Avoided Cost

Menthly Credit

$374 00 per kW

10.60%

$39 66 per kW

5243 per kW

$42 09

.14

$47 98 per kW

Transmission 1 Primary {
547 98 KW 47 98 /kW
10233 1.0488
$49 10 kW $50 33 /W
T 5400 MWIMo 5419 /KWiMo



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY ) 2008-00252
APPLICATION OF LOUISVILLE GAS AND }
ELECTRIC COMPANY TO FILE DEPRECIATION ) CASE NO.
STUDY ) 2607-00564
AND
AN ADJUSTMENT OF THE ELECTRIC )
RATES, TERMS, AND CONDITIONS OF )} CASENO.
KENTUCKY UTILITIES COMPANY ) 2008-00251
APPLICATION OF KENTUCKY UTILITIES ) CASE NO.
COMPANY TO FILE DEPRECIATION STUDY ) 2007-00565

EXHIBIT _(SJB-5)
OF

STEPHEN J. BARON




Q-2.9.

A-2.9.

KENTUCKY UTILITIES COMPANY

CASE NO. 2008-00251
CASE NO. 2007-00565

Response to Second Set of Data Requests of the
Kentucky Industrial Utility Customers, Inc.
Dated September 24, 2008

Question No. 2.9
Responding Witness: Paul W. Thompson / William Steven Seelye

Please provide the Company’s current estimated cost of an installed CT in 2009
dollars. Provide all supporting workpapers.

The Companies’ current estimated cost of an installed CT in 2009 dollars is
approximately $710/kW. For supporting documentation, please refer to the
Companies’ 2008 Integrated Resource Plan (Case No. 2008-00148) in the
Supply-Side Analysis contained in Volume IIL



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:

AN ADJUSTMENT OF THE GAS AND ELECTRIC

)
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
LOUISVILLE GAS AND ELECTRIC COMPANY } 2008-00252
APPLICATION OF LOUISVILLE GAS AND )
ELECTRIC COMPANY TO FILE DEPRECIATION ) CASENO.
STUDY ) 2007-60564
AND
AN ADJUSTMENT OF THE ELECTRIC )
RATES, TERMS, AND CONDITIONS OF ) CASE NO.
KENTUCKY UTILITIES COMPANY ) 2008-60251
APPLICATION OF KENTUCKY UTILFTIES ) CASENO.
COMPANY TO FILE DEPRECIATION STUDY ) 2007-00565

EXHIBIT _(SJB-6)
OF

STEPHEN J. BARON




—t

KENTUCKY UTILITIES COMPANY

CASE NO. 2008-00251
CASE NO, 2007-00565

Response to Second Set of Data Requests of the
Kentucky Industrial Utility Customers, Inc.
Dated September 24, 2008

Question Ne. 2.11
Responding Witness: Paul W. Thompson / William Steven Seelye

(3-2.11. Please provide the estimated fixed O&M for a new CT in 2009 dollars. Provide
all supporting workpapers.

A-2.11. The estimated fixed O&M for a new CT in 2009 dollars is approximately
$12.30/kW-Yr. For supporting documentation, please refer to the Companies’
2008 Integrated Resource Plan (Case No. 2008-00148) in the Supply-Side
Analysis contained in Volume IfI.
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pUBLIC SER\QSE
KENTUCKY PUBLIC SERVICE COMMISSION COMMISSI

RE

BEFORE THE

IN RE: APPLICATION OF KENTUCKY UTILITIES )
COMPANY FOR AN ADJUSTMENT OF ) CASE NO. 2008-00251
BASE RATES )}

APPLICATION OF KENTUCKY UTILITIES)
COMPANY TO FILE DEPRECIATION ) CASE NO. 2007-00565

STUDY )
APPLICATION OF LOUISVILLE GAS AND )
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DIRECT TESTIMONY OF LANE KOLLEN

I. QUALIFICATIONS AND SUMMARY

Q. Please state your name and business address.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.
("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell,

Georgia 30075.

Please state your occupation and employer.
A. I am a utility rate and planning consultant holding the position of Vice President

and Principal with the firm of Kennedy and Associates.
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Please describe your education and professional experience.

I earned a Bachelor of Business Administration in Accounting degree and a
Master of Business Administration degree from the University of Toledo. I also
earned a Master of Arts degree from Luther Rice University. 1 am a Certified
Public Accountant (“CPA™), with a practice license, and a Certified Management

Accountant (“CMA™).

I have been an active participant in the utility industry for more than thirty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and
thereafter as a consultant in the industry since 1983. I have testified as an expert
witness on planning, ratemaking, accounting, finance, and tax issues in
proceedings before regulatory commissions and courts at the federal and state
levels on nearly two hundred occasions, including proceedings before the Public
Utilities Commigsion of Ohjo. My qualifications and regulatory appearances are

further detailed in my Exhibit__ (LK-1).

Please state the purpose of your testimony.

[ address the Companies’ proposed electric base rate increases, including the
Companies’ proposed operating revenues and expenses, capitalization and rate of
return, and make recommendations to adjust these proposed amounts so that the

resulting rates will be just and reasonable.
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I am testifying for Kentucky Industrial Utility Customers, Inc., (KIUC). The
members of KIUC who take service from the Companies are: Arch Chemicals,
Inc., Arvin Meritor dba Carrollton Castings, Carbide Industries LLC, Cemex,
Clopay Plastics Products Co., Inc, Coming Incorporated, Dow Corning
Corporation, E.L. DuPont de Nemours & Co., Ford Motor Co., General Electric —
Appliance Park, Golden Foods, Lexmark International, Inc., MeadWestvaco,
NewPage Corp., North American Stainless, Occidental Chemical Corporation,
Osram-Sylvania, Pilkington North America (formerly United L-N Glass), Protein
Technologies, Rohm & Haas Kentucky, Inc., Square D. Company (US Schneider
Electric), TI Group Automotive Systems, and Toyota Motor Engineering and

Manufacturing North America, Inc.

Please summarize your testimony.

The Companies’ present electric base revenues are excessive and should be
reduced, not increased. KU’s electric base revenues should be reduced by at least
$68.641 million and LG&E’s base revenues should be reduced by at least $50.880
million compared to their revised requested increases of $25.000 million for KU
and $14.190 million for LG&E. The following table summarizes the KIUC
recommendations separated into operating income, capitalization and rate of

returm issues.
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Kentucky Utilities Company and Louisville Gas and Electric Company
Summary of Revenue Requirement Adjustments-Jurisdictional Electric Operations
Recommended by KIiUC
For the Test Year Ended April 30, 2008
{$000)
KU LGEE

increases Requested by Companies - Initial Filing 22.742 15.141
Corrections Filed by Campanies on October 10, 2008 2,259 {851)
Increases Requested by Companies as Cosrecled 25,001 14,180
KIUG Adjustments:
Operating income Issues
Incorporale EEI Earnings as Expense Reduction {40.130) G
Reduce Depreciation Expense to Use ALG Depreciation Rates {15.145) (14,530)
Reduce Depreciation Expense to Remove Excessive Ne! Negative Salvage {11.663) (16,311)
Eliminate Weather Normaiization Adjustment {Net) {4,382) (9.656)
Reflect Consolidated Income Tax Savings in Income Tax Expense {5,278} {3.94%)
Reflect Kenlucky Coal Tax Credit in income Tax Expense {2,395} (1.666}
Capitatization Issues
Eliminate EE! Reductions to Capitalization 2,247 g
Carrect Net ECR Reduction lo Capitalization (3,263) (50)
Reflect Reduction in Collection: Cycle 0 (810}
Rate of Return issues
Adijust Cost of ST and LT Debt to Actual at 8/31/08 (544) {6.955)
Reduce Return on Equily to 13 5% (13,059 (11,151)
Total KitiC Adjustments to Companiles' Corrected Reguests {93,642) {65,070)
KIUC Recommended Reductions from Present Base Rates (68,641} {50,880)

My recommendations are as follows:

}\3

The Commission should include all EEI earnings and all EEI investment
in KU’s revenue requirement. These are utility earnings and investment.
In prior proceedings, it was necessary to exclude these earnings and
capitalization to avoid double counting the costs for ratemaking purposes
because they were recovered as purchased power expense incurred
through a cost-based contract for capacity and energy between KU and
EEI. That contract expired on December 31, 2005 and KU has incurred
increased costs since that date while earnings extraordinary amounts from
the sale of its share of the capacity and energy in the market at market
prices substantially more than cost.

The Commission should reject the Companies’ request to increase
depreciation rates due to the use of a new depreciation procedure, the ELG
procedure. This proposed procedure improperly accelerates depreciation
expense and results in intergenerational inequities.
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The Commission should remove an excessive inflation component from
the Companies proposed cost of removal component of depreciation rates.
The Companies’ methodology results in unnecessarily accelerated
depreciation and intergenerational inequities.

The Commission should reject the Companies’ proposed adjustment to
weather normalize electric revenues. The Commission has rejected all
prior proposals by the Companies to do so. The Companies proposal
suffers from conceptual and methodological infirmities and should not be
implemented in the absence of similar adjustments to normalize abnormal

expense levels, which the Commission historically has been reluctant to
do.

The Commission should reflect a consolidated tax savings adjustment that
provides the Companies’ ratepayers a carrying charge on amounts loaned
to their parent company and other loss subsidiaries. This loan occurs
when rates are set for the Companies under the assumption that they file
separate standalone tax returns rather than the reality that the Companies’
positive taxable income is used to offset the taxable losses of other E.ON
subsidiaries. A consolidated tax savings adjustment compensates the
Companies and their ratepayers for their loans to these other companies
and removes the subsidies that exist under the separate standalone tax
return approach.

The Commission should reject the Companies’ adjustment to eliminate the
Kentucky coal tax credit, which increases the Companies’ Kentucky state
income tax expense. The Companies will continue to accrue this tax
credit into 2011. In the event that the Commission adopts the Companies’
selective post-test year adjustment, then it should offset the effect of
eliminating this credit with the scheduled increase in the § 199 deduction
that will eccur on January 1, 2010.

The Commission should reject the Companies’ latest proposal to change
the methodology for excluding the ECR rate base from the Companies’
capitalization. The Commission historically has removed the ECR rate
base investment from the Companies’ capitalization at the test year end.
The Companies’ proposed methodology would allocate capitalization
between ECR and non-ECR using rate base and thereby introduce a
mismatch between the rate base actually included in the ECR.

The Commission should reduce LG&E’s capitalization due to the
acceleration of cash flow resulting from its proposal to reduce the
collection cycle from 15 days to 10 days. The LG&E ratepayers should
receive the revenue requirement benefit of the accelerated cash flow.
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9. The Commission should update the cost of debt to more recent levels in
accordance with its historic practice.

10.  The Commission should reject the Companies’ request for an 11.25%
return on common equity. I have quantified the effect of a 10.50% return
on common equity. This was the midpoint of the range found reasonable
by the Commission in Case Nos. 2003-00433 and 2003-00434 and slightly
more than the average awards to date this year by state commissions for
electric utilities.

I have structured my testimony into three additional sections consistent with the

categories of issues on the preceding table.
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IL OPERATING INCOME ISSUES

EE] Earnings Should be Incorporated in KU Revenue Requirement

Q.
A

Please describe the KU investment in Electric Energy, Inc. (“EEI”).

KU and several other utilities invested in EEI in the early 1950s. EEI was formed
to own, build and operate an electric generating facility in Joppa, Illinois to
supply power to the United States Atomic Energy Commission. Excess power
was sold to the sponsoring utilities, including KU, pursuant to cost-based
contracts, through 2005. The gross capacity of the plant currently is 1,162 mW,
consisting of a 1,086 mW coal-fired plant and 76 mW in combustion turbine

capacity.

KU owns 20% of EEI. Other utilities, all of which are now owned by Ameren,
own the other 80% of EEl. KU is entitled to 20% of the EEI earnings and 20% of
the EEI dividends. Prior to January 1, 2006, KU was entitled to 20% of the EEI

capacity and energy pursuant to cost-based contracts.

KU recognizes its share of the EEl earnings using the equity method of
accounting. It recognizes its share of the EEI earnings below the line in account
418.1, Equity in Earnings of Subsidiary Companies, although EEI is not a KU
subsidiary. The KU share of EEI earnings each year is added to KU’s account
216.1, Unappropriated Undistributed Subsidiary Earnings. The KU share of EEI

dividends is then used to reduce the amount in account 216.1 and to increase
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KU’s account 216, Unappropriated Retained Famnings. The EEI dividends have
no effect on KU’s common equity capitalization; the dividends only affect which

common equity account the cumulative EEI earnings are reported.

Prior to 2006, KU’s share of EEI earnings was relatively minor, primarily due to
the fact that most of EEI’s power was sold pursuant to cost-based contracts to its
owners. However, in 2006, 2007 and 2008, EEI’s earnings, and therefore, K1J’s
share of EEI earnings shot up dramatically. In the test year, K1J’s share of EEI

earnings was $28.622 million.

The preceding information, except for the detail regarding KU’s use of account
216.1 and 216, was provided by KU in response to KIUC-2-18, a copy of which 1
have attached as my Exhibit  (LK-2) and in response to PSC-1-34, a copy of
which have attached as my Exhibit _ (LK-3). The detail regarding KU’s use of
account 216.1 and 216 is found on pages 117, 118, and 119 of KU’s FERC Form
1 filings. I have attached a copy of these pages from KU’s 2007 FERC Form 1 as

my Exhibit__ (LK-4).

Please describe how the Commission historically reflected the purchased
power expense and EEI investment in KU’s revenue requirement.

The Commission historically provided the Company recovery of the purchased
power expense pursuant to its cost-based contract with EEI through base rates and

the fuel adjustment clause. The Commission historically did not include the KU
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share of EEI earnings as a reduction to the revenue requirement. In addition, the
Commission historically reduced KU’s common equity capitalization in account
216.1 for the EEI earnings that had not been transferred to account 216 due fo
KU’s share of EEl dividends. Finally, the Commission also reduced KU’s

capitalization for its investment in EEL

Has the Commission’s methodology used for the reduction in capitalization
due to KU’s investment in EEI changed over the last several decades?

Yes. The Commission’s methodology has varied primarily due to the fact that
KU’s filing methodology has varied. In Case Nos. 7804 (01/31/80), 8177
(12/31/80), and 8624 (06/30/82), the Commission reduced capitalization by the
total amount of KU’s investment in EEI, which included the original investment
as well as all of KU’s cumulative EE] earnings regardless of whether those
earnings were recognized in account 216.1 or 216. In Case No. 98-474
(12/31/98), the Commission reduced capitalization across all components only by
the original investment of $1.295 million, and account 216.1 by $0.861 million,
based on KU’s filing. In Case No. 2003-434, the Commission adopted a
settlement, but the Company’s filing reflected a reduction in capitalization across
all components of $10.239 million and a reduction to account 216.1 of $8.943
million. This information was provided by the Company in response to AG-1-34,

a copy of which I have attached as my Exhibit___ (LK-5).
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What adjustments to capitalization does KU propose in this proceeding for
its EEI investment?

KU originally proposed a reduction of $24.880 million to capitalization across all
components and a reduction to account 216.1 of $23.585 million. However, in
response to AG-1-34, the Company asserted that it had erroneously deducted the
amount in account 216.1 twice and further, that it failed to reduce the deduction
by an offsetting accumulated deferred income tax amount. Consequently, KU has
proposed yet another methodology compared to the methodologies that it

proposed in prior cases.

Is KU’s investment in EEI a “non-utility” investment that should be excluded
by the Commission from capitalization for that reason?

No. KU’s investment in EEI is not a non-utility investment. KU’s investment in
EEI is recorded in account 123, Investment in Associated Companies. Thus, the
KU’s investment in EEI should be included in capitalization unless it is necessary
to exclude the investment to avoid double counting the related cost for ratemaking

purposes.

Then why has the Commission historically excluded the investment in EEI
from KU’s capitalization and the EEI earnings from operating income for
ratemaking purposes?

Historically, it was necessary to exclude KU’s investment in EEI from its

capitalization to avoid providing KU a return on its EEI investment twice, once
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through the recovery of its cost-based purchased power expense, which included a
return on BEEDs capitalization, and then again through a return on KU’s

capitalization, which includes KU’s investment in EEL

In addition, any earnings or losses on KU’s EEI investment were due fo the
timing of EEI's incurrence of costs compared to its recovery of those costs from
KU and its other owners pursuant to cost-based purchase and sale contracts, not
due to intentionally overcharging or undercharging its owners. Thus, it would not
have been reasonable to incorporate those EEI earnings or losses in the
Company’s revenue requirement as long as the cost-based purchased power

contracts remained in effect through the end of 2005.

Please describe the change in circumstances that occurred on January 1,
2006.

KU discontinued purchasing cost-based power from EEl on January 1, 2006.
Companies witness Mr. Thompson describes this change at page 6 of his Direct

Testimony in this proceeding as follows:

As LG&E and KU notified the Commission by letter dated December
22, 2005, the Companies long-standing Power Supply Agreement
(“PSA”) with Electric Energy, Inc. (“EEI”) ended as of January 1,
2006. Until that time, EEI had provided the Companies with
approximately 200 mW of relatively low cost-based capacity and
energy. EEI elected to pursue market-based pricing beginning in
2006, however, which caused it to no longer be a cost-effective source
of capacity or energy for the Companies. The loss of EEI as a source
of low-cost supply has increased the Companies need for TC2 and
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other cost-effective means of meeting the demand and energy needs of
our customers. (footnote reference to docket 2005-00162 deleted),
I have attached a copy of the letter referenced by Mr. Thompson as my

Exhibit__ (LK-6).

What were the results of this change on KU’s costs and its earnings?

Since January 1, 2006, KU’s fuel and purchased power costs have increased
compared to the “relatively low cost-based capacity and energy” obtained through
the cost-based contract with EEI because KU now must generate or purchase at
higher cost or sell less energy off-system than if the cost-based capacity and
energy remained available. The increased fuel and energy component of
purchased power expense, together with the reductions in off-system sales
revenues, resulted and continues to result in increased recoveries by KU through
the fuel adjustment clause. At the same time, the Company has continued to
recover the capacity portion of the contract cost through base rates, despite the
fact that it no longer incurs that cost. Although that has been a problem since
January 1, 2006, it wiil be remedied going forward when new base rates are set in

this proceeding.

Also at the same time that ratepayers were and will continue to be charged more
for fuel and purchased power costs and base rates will be increased now or in the
future due to capacity costs for new generating units or purchased power and

lower off-system sales revenues, KU began recognizing huge earnings on its EEI
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investment, which it recognized below the line. In 2005, KU’s share of EEI
earnings was $2.256 million. In 2006, KU’s share of EEI earnings skyrocketed to
$29.405 million, in 2007, to $26.359 million, and in the test year, to $28.623
million. These amounts were provided by the Company in response to KIUC-2-

18 and the test year trial balance provided in response to PSC 1-13.

Now that the cost-based contract has terminated, should the Commission
continue to make the adjustments that were necessary to avoid double
counting the cost of the contract when it was in effect?

No. This is the Commission’s first opportunity to revisit its historic practice and
to reassess the adjustments that now are necessary given the change in
circumstances on January 1, 2006. [ recommend that the Commission now
incorporate KU’s share of EEI earnings as a reduction to the Company’s revenue
requirement for several reasons. First, KU, not a subsidiary or any other entity,
owns the 20% share of EEI. The investment also is not a “non-utility”
investment. Thus, the KU share of EEI earnings should be included in the
revenue requirement unless there is some compelling reason to consider these
earnings as “non-utility” even though the investment itself is not. In the past, that
compelling reason was the existence of the cost-based purchased power contract.
However, now that there is no cost-based purchased power contract, there no
longer exists a need to avoid the double counting of the earnings or the

capitalization investment in EEL
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Second, the effects of losing the “relatively low cost-based capacity and energy”
obtained through the cost-based contract with EEI already are being recovered
and will continue to be recovered by KU through the fuel adjustment clause.
Similarly, KU’s capacity costs recovered through base rates will be greater due to
the loss of the EEI capacity. KU’s share of the EEIl earnings should be used to

defray these increased costs in the base revenue requirement going forward.

Third, KU itself believes that KU’s ratepayers should continue to receive the
benefit of the low cost-based capacity and energy. This is evidenced by the fact
that it negotiated for a continuation of the contract on a cost-basis rather than
repricing the contract at market. KU provided the Commission a copy of the
letter it wrote to EEI declining the contract offer repricing at market and stated in
that letter the following:
As you know, KU had hoped to negotiate a cost-based agreement to
replace the present Power Supply Agreement that expires on
December 31, 2005, and we had been working toward that goal for
much of the past year.
As | previously noted, | have attached a copy of KU’s letter to the Commission
dated December 22, 2005 in Case No. 2005-00162 and KU’s letter to EEI as my

Exhibit__ (LK-6).

In short, the Commission’s historic practice of excluding the EEI earnings and

capitalization from the Company’s revenue requirement no longer is appropriate.
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These amounts now should be included due to the change in circumstances since

the Company’s last base rate case.

How should the Commission incorporate the EEI earnings and capitalization
in the revenue requirement?

First, the Commission should compute the grossed-up revenue equivalent of KU’s
share of the EEI earnings and use that to reduce the revenue requirement. Second,
the Commission should eliminate all adjustments to reduce the KU capitalization
for the EE! investment. In this manner, the Company’s operating income will be
increased to include the EEI earnings and KU’s capitalization no longer will be

reduced to exclude the EEI investment for ratemaking purposes.

Have you quantified the effect on KU’s revenue requirement of
incorporating the EEI earnings and capitalization?

Yes. The effect is to reduce KU’s revenue requirement by $37.913 million in
accordance with the two steps previously identified. In the first step, I computed
the grossed-up revenue equivalent of the EEI earnings. In this step, | computed
the after tax effect of the earnings by subtracting the Company’s income tax
expense on the EEl earnings. I computed the income tax expense by summing the
two components of the income tax expense computation. The first component
was the portion of the test year earnings that KU recognized in excess of the EEI
dividend multiplied times the Company’s combined federal and state income tax

rate. The EEI earnings in excess of the dividends are taxed at the Company’s
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corporate income tax rate. The second component was the portion of the earnings
represented by the EEI dividend, which I multiplied times one minus the 80%
dividends received exclusion and then multiplied the taxable remaining 20%
times the federal income tax rate.! Finally, I grossed-up the after tax effect of the

EEI earnings by one minus the combined federal and state income tax rate.

In the second step, I simply eliminated all of the Company’s adjustments to
capitalization for the EEI investment reflected on the Company’s revised Exhibit
2. 1 then recomputed the weighted average cost of capital and multiplied this
change in the weighted cost of capital times the increase in capitalization. This

step had the effect of offsetting, or reducing, the effect of the first step.

These computations are detailed on my Exhibit___ (LK-7).

Weather Normalization of Revenues Should be Rejected

Q.

Please describe the Company’s proposal to change the Commission’s historic
methodology for quantifying test year revenues.

The Companies propose that the Commission change its long-standing policy for
quantifying test year revenues to reflect the effects of weather (“temperature”)

normalization. The Companies’ proposal reduces actual test year revenues by

' There is a 100% dividends received exclusion for state income tax purposes,

according to the test year computation of income tax expense detailed in KU’s response
to AG-1-25.
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$14.374 million for LG&E and by $8.721 million for KU. The Companies’
proposal increases the revenue requirement by $9.656 million for LG&E and by
$4.382 million for KU. These amounts are less than the reductions in test year

revenue due to offsetting expense reductions.

What are the premises underlying any proposal for weather normalization of
revenues?

There are at least four. The first premise is that the use of weather normalized
revenues is superior to the use of actual revenues for quantifying the revenue
requirement and setting rates on a going forward basis. The second premise is
that actual revenues were more or less than “normal” based on actual
temperatures compared to “normal” temperatures during the test year. The third
premise is that such deviations in revenues can be properly measured through a
statistical analysis. The fourth premise is that the deviations in revenues can be

properly correlated with the related deviations in expenses or other costs.

Do you agree with the first premise that the use of weather normalized
revenues is superior to the use of actual revenues for quantifying the
Companies’ revenue requirement in this proceeding?

No. First, the Commission and the Companies historically have not favored
normalization of revenues or O&M expenses, with limited exceptions, such as the
annualization of payroll and benefits expenses. The Commission has rejected all

prior attempts of the Companies to normalize electric revenues for temperature at
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least since 1972. The Commission also rejected the recommendation of KIUC in
LG&E Case No. 8924 to reduce the revenue requirement to remove the effects of

a test year carefully selected by LG&E to include abnormally low revenues.

Second, even if the Commission were to determine that it is appropriate to
weather normalize revenues, it should not do so in isolation and without
consideration of abnormal and unusually high levels of operation and
maintenance (“O&M”) expenses, such as are included in the Companies’ test year
expenses in this proceeding. The Commission has been reiuctant in prior
proceedings to adjust such O&M expenses without evidence of changes that are

“known and measurable.”

Please describe the abnormal and unusually high levels of O&M expenses
sought by the Companies in this proceeding.

The Companies’ non-fuel test year actual Q&M expenses are significantly greater
than their actual O&M expenses for the twelve months ending April 30, 2007,
reflecting increases of 12.5% for KU and 5.8% for LG&E. The Companies
provided a comparison of their actual test year O&M expenses compared to their
actual calendar O&M expenses for each account for the twelve months ending
April 30, 2007 in response to PSC 1-23. I have summarized the information
provided in those responses for each Company and computed the percentage
increase in the test year over the preceding twelve months on my Exhibit  (LK-

8) for KU and my Exhibit  (LK-9) for LG&E.
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In addition, the Companies’ non-fuel test year actual O&M expenses are
significantly greater than their actual non-fuel O&M expenses for the calendar
year 2007, exhibiting increases of 5.2% for KU and 7.4% for LG&E, despite the
fact that there is an overlap between the test year and calendar year 2007 of eight
months. In other words, if these percentage increases were annualized, they
would be three times greater yet. This total O&M data was also supplied by the
Companies in the response to PSC 1-23. I have removed the non-fuel test year
O&M expenses by account and compared them to the actual non-fuel calendar
year amounts for each Company and computed the percentage increases on my

Exhibit  (LK-10) for KU and my Exhibit __ (LK-11) for LG&E.

Further, the Companies provided additional information regarding certain large
increases identified by KIUC in response to KIUC 2-23 (KU) and KIUC 2-21
{LG&E), in which the Companies described the reasons for some of the largest
increases. | have replicated these responses as my Exhibit  (LK-12) for KU and

Exhibit__ (LK-13) for LG&E.

The second and third premises underlying the Companies’ request for
temperature normalization of revenues are that actual revenues were more
or less than “normal” based on actual temperatures compared to “normal”

temperatures during the test year and that such deviations in revenues can
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be properly measured through a statistical analysis. Please respond to these
arguments.

The measurement of such deviations is directly dependent upon the statistical
methodology as well as the data employed. There are no real-world tests to verify
the results of the statistical analyses. The Companies have used 30 years of
NOAA data to determine their norms for application to the test year. Yet,
evidence that my firm has developed in another proceeding indicates that there
has been a warming cycle in temperatures in recent years. The Companies use 20
years of temperature data when developing their load forecasts, according to KU’s
response to PSC 2-61. In other words, to the extent there is a warming trend, then
the use of 30 years of temperature data will tend to overstate statistical deviations
from the norm and result in excessive temperature normalization adjustments, all
else equal. The Companies have offered no evidence as to the relevance or
reliability of a 30 year period for the determination of an adjustment for the
normalization of electric revenues. The Companies have offered no evidence that
the 30 years does not have an inherent bias masking the effects of any recent
warming trends that may exist. In fact, the Companies’ use of 20 years of data for
budget and forecasting purposes suggests that 30 years of data is neither relevant

nor reliable.

Has KIUC previously proposed weather normalization of revenues for

LG&E as claimed by Companies’ witness Mr. Seelye?
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No. Mr. Seelye’s testimony on this point is in error. [ have reviewed the
testimony of Airco Carbide witness Mr. Stephen Baron in Case No. 8924, In that
proceeding, Mr. Baron used temperature data to demonstrate that LG&E had
inappropriately selected its test year to minimize its actual test year revenues and
thereby increase its revenue requirement by $13 million. KIUC did not
recommend a temperature normalization adjustment to revenues in that or any

other KU or LG&E proceeding.

The fourth premise underlying the Companies’ proposed weather
normalization adjustment to revenues is that the deviations in revenues can
be properly correlated with the related deviations in expenses or other costs.
Please respond.

Generally, I agree with the premise that deviations in revenues and costs can be
properly correlated; however, | do not agree that the Companies’ proposal
achieves that goal. More specifically, there are at least two problems in the
Companies’ computations of the reductions in expenses correlated with their

computations of the reductions in revenues.

The first problem is that the Companies assert that the Commission should use a
different methodology to compute the reductions in expenses for the
normalization of revenues than it uses to compute the offset for expenses due to
the annualization of revenues for year end customers. The methodology proposed

by the Companies results in less expense offset than if the Commission’s
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methodology is used. More specifically, the expense offset to the revenue
adjustment for year end customers is 64.8% for KU and 54.7% for LG&E (see
Exhibit 1 Reference Schedule 1.12 attached to Mr. Rives Direct Testimony).
Yet, the KU expense offset to the proposed revenue adjustment for weather
normalization is only 49.9% for KU and only 33.1% for LG&E (see Exhibit 1

Reference Schedule 1.11 attached to Mr. Rives Direct Testimony).

If the Commission adjusts revenues for year-end customers and for weather
normalization, then the expense offsets for both revenue adjustments should be
computed in the same manner and with similar results as a percentage of the

revenue adjustment.

The second problem with the Companies’ computation of the expense offset is
that they used an average FAC factor for the entire test year to compute the
expense offsets to revenues that occurred only in certain months during that test
year. More specifically, the Companies claim that August 2007 was abnormally
warm and that a portion of these actual revenues should be removed from the test
year revenues through the temperature normalization adjustment. However, the
Companies propose that the fuel expenses related to those revenues be computed
based on an average for the year rather than for the higher cost month of August.
The Companies’ proposal results in a clear mismatch between the revenue

adjustments and the proposed expense adjustments.
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Should the Commission adopt the Companies’ proposal for weather
normalization of revenues?

No. First, the Commission has not previously adopted a weather normalization
methodology for a jurisdictional electric utility in a proceeding where it was a
contested issue.  Second, the Commission has not previously adopted
methodologies to normalize aberrations in O&M expense. Third, the Companies
have not demonstrated that their use of 30 years of NOAA data does not result in
an inherent temperature bias compared to using more recent temperature data
indicating a warming trend. Fourth, the Companies have failed to follow the
Commission’s methodology for the related expense offsets to revenue
annualization or normalization adjustments and thereby understated the expense

offsets.

Equal Life Group Depreciation Procedure Should be Rejected and Average Life
Group Procedure Maintained

Q.

A.

Please describe the Companies’ proposal to use the equal life group (“ELG”)
procedure to determine depreciation rates.

The Companies propose to use the ELG procedure in lieu of the average life
group procedure (“ALG”) historically used by the Commission. The ELG
procedure is based on the use of vintaged plant data stratified into life groups to
determine the depreciation expense for each vintage year of plant data over each

of the life group’s service lives. The ALG or broad group procedure does not
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stratify plant data in this manner, but rather assumes an average retirement

dispersion and an average life for the entirety of the plant data.

What is the essential problem with the EL.G procedure compared to the ALG
procedure historically used by the Commission?

The ELG procedure mathematically results in an accelerated depreciation expense
compared to the ALG procedure, which naturally smoothes or averages the
depreciation expense over the average life of the plant data. Consider the
following example. Assume the Company acquires $50,000 in plant in year 1.
This plant consists of five equal life groups. The first life group consists of
$10,000 with a 1 year life. The second life group consists of $10,000 with a 2
year life. The third life group consists of $10,000 with a 3 year life. The fourth
life group consists of $10,000 with a 4 year life. The fifth life group consists of

$10,000 with a 5 year life.

The depreciation expense in the first year would be $10,000 for the first life
group, $3,000 for the second life group, $3,333 for the third life group, $2,500 for
the fourth life group, and $2,000 for the fifth life group, for a total of $22,833.
The depreciation expense for the second year would be $0 for the first life group,
$5,000 for the second life group, $3,333 for the third life group, $2,500 for the
fourth life group, and $2,000 for the fifth life group, for a total of $12,833. The
depreciation expense for the third year would be $0 for the first life group, $0 for

the second life group, $3,333 for the third life group, $2,500 for the fourth life
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group, and $2,000 for the fifth life group, for a total of $7,833. The depreciation
expense for the fourth year would be $0 for the first group, $0 for the second
group, $0 for the third group, $2,500 for the fourth group and $2,000 for the fifth
group, for a total of $4,500. Finally, the depreciation expense for the fifth year
would be $0 for groups one through four and $2,000 for the fifth group, for a total
of $2,000. The total depreciation expense would be $50,000 over the 5 year
period. However, the ELG depreciation rates in each year as a percentage of the
total surviving plant at the beginning of each year would be 45.7%, 32.1%,

26.1%, 22.5%, and 20.0% for years 1 through 5, respectively.

By contrast, the ALG procedure would use an average life of 2.5 years and would
result in depreciation expense of $18,000 in the first year, $14,000 in the second
year, $10,000 the third year, $6,000 the fourth year and $2,000 the fifth year. The
total depreciation expense would be $50,000 over the 5 year period, the same in

total as under the ELG procedure.

The difference between the two procedures is that the ELG procedure accelerates
the depreciation expense compared to the ALG procedure, although there is a
crossover in the third year where the ELG and ALG procedures result in nearly
equivalent depreciation and the ELG procedure results in less depreciation in
years 4 and 5. However, in the normal situation where a utility continually adds
to plant each year, the result of the ELG procedure will be higher depreciation

expense in perpetuity compared to the ALG procedure.
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In addition to the essential problem of accelerated depreciation using the
ELG procedure, is there another problem related to the regulatory process
itself?

Yes. The Commission does not reset depreciation rates or the utility’s base rates
each year. Consequently, once the depreciation rates and the resulting
depreciation expense are established, the rates remain in effect and are applied to
a continually growing plant balance. Thus, the accelerated depreciation rates
resulting from the ELG procedure are not reduced each year as the preceding
example would suggest and the utility continues to collect excessive amounts for

depreciation expense.

Have you reviewed the Virginia Commission Staff’s reasons for rejecting
KU’s request for ELG in its recent review of KU’s depreciation
methodologies and rates?

Yes. The Virginia Commission Staff opposed KU’s request for ELG and
recommended maintaining the use of the average life group procedure. The
Virginia Commission Staff stated the “ALG is more appropriate for ratemaking in
Virginia, since it tends to produce more stables rates, all other variables (i.e.
service lives and net salvage rates) being equal. Further, Staff believes a switch to
the ELG procedures would be imprudent for Virginia ratemaking since it can

compound any inaccuracies in estimation of retirement dispersion, can introduce
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inter-generational inequities, and can be more costly and time-consuming to

maintain.”

Do you agree with the Virginia Commission Staff’s conclusions and reasons
cited for its conclusions in rejecting the ELG procedure and maintaining the
ALG procedure?

Yes. Iagree with its conclusions and the reasons. These reasons are applicable to

KU and LG&E in the present proceedings.

Have you quantified the effect on depreciation expense of using the ALG
procedure in lieu of the Company’s proposed ELG procedure?

Yes. The effect is to reduce depreciation expense by $15.091 million® (KU
Kentucky retail jurisdiction) and $14.482 million (LG&E electric). The
Companies provided these quantifications in response to PSC-3-20 (KU) and
PSC-3-21 (LG&E), copies of which I have attached as my Exhibit_ (LK-14).
The Companies’ quantifications are net of the amounts allocated to the

environmental surcharge.

Excessive Net Negative Salvage Should be Removed from Depreciation Rates

Q.

Have you reviewed Attorney General witness Mr. Majoros’ Direct Testimony

in Case Nos. 2007-00565 and 2007-00564 wherein he proposed 2 reduction in

* Total Company amount of $17.255 million times 87.457% jurisdictional

allocation factor from KU Exhibit 1 Reference Schedule 1.14.
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the Companies’ net negative salvage rates fo remove future inflation from
the cost of removal component?

Yes. The Companies’ methodology incorporates future inflation on the current
cost of removal, which has the effect of accelerating the recovery of those costs
from present ratepayers. This results in excessive depreciation rates and

intergenerational inequities between present ratepayers and future ratepayers.

Do you agree with Mr. Majoros’ recommendation and methodology used to
remove the effects of future inflation from the net negative salvage rates

component of the Companies’ depreciation rates?

Yes.

What is the effect of this recommendation?

The effect is to further reduce the Companies’ proposed depreciation expense by
$11.621 million for KU and $16.256 million for LG&E. The quantifications are
detailed on my Exhibit  (LK-15). These quantifications are based on Mr.
Majoros’ proposed depreciation rates less the effects of the ELG procedure issue
previously discussed. For KU, the depreciation rates used to compute the overall
reduction were taken directly from Mr. Majoros® Exhibit MIM-3 from Case No.
2007-00565. For LG&E, the Company provided the quantification in response to
PSC 2-30. Mr. Majoros’ recommendations reflected only these two issues, so the
difference between the Companies’ quantifications using Mr. Majoros’ proposed

depreciation rates and the quantifications of the effects of using the ALG
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procedure in lieu of the ELG procedure that I previously addressed provides the

quantification of the cost of removal issue.

Kentucky Coal Tax Credit Should be Reflected in Income Tax Expense

Q.

Please describe the Companies’ proposal to remove the Kentucky coal tax
credit from property tax and income tax expenses.

The Companies propose to remove this tax credit from their property tax expense
for ratemaking purposes, although the Companies will continue to be eligible for
these credits through 2010. KU proposes to remove $0.447 million and LG&E
$1.136 million from property tax expense and neither Company has reflected the
coal tax credit as a reduction to its proforma test year income tax expense.
However, these amounts are based on the Companies’ 2007 coal tax credit against
property tax expense and do not reflect the amount of the credit for 2008 that will
be applied against its state income tax expense. The amounts that will be applied
against state income tax in 2008 are $2.395 million for KU, according to its
response to AG1-25 ($0.599 for first quarter 2008 times 4), and $1.666 million for

LG&E, according to its response to PSC-2-79.

Why have the Companies proposed to remove these amounts from their test
year revenue requirement?

The Companies claim that the credit applies only to coal purchases through 2009
and that the credit is a contingent credit based on coal purchases above a 1999

baseline, according to Ms. Scott’s Direct at 6-7 and LG&E’s response to PSC 2-
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26 and PSC 2-81.

How do the Companies record the Kentucky coal tax credits?

The Companies record these credits in the year after the coal purchases are made.
The credit applicable to the coal purchases in 2009 will not be recorded on the
Companies’ accounting books until 2010. Thus, the credit will continue to reduce

the Companies’ income tax expense through 2010.

Please address the contingent nature of the coal tax credit.

[.G&E has been eligible for the tax credit each year based on its 2001 coal
purchases, according to its response to PSC 2-79. In some years, the credit was
applied to LG&E’s income tax expense and in other years, it was applied to its
property tax expense, according to its response to PSC 2-79. Thus, it does not
appear that the credit itself is in serious dispute, rather, it appears only that the

amount varies.

Should the Commission reflect the Kentucky coal tax credit in the
Companies’ revenue requirement?

Yes. The Companies will continue to be eligible for the credit for purchases
through 2009 and the credit will be recorded on their accounting books through
2010. The credit will not disappear until 2011. Consequently, the Companies’
proposal constitutes a selective post-test year adjustment reaching into 2011, three

years after the end of the test year. In addition, if the variability of the credit is an
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issue, then the Commission could simply move the credit from base rates, where
it is now, to the fuel adjustment clause, where it would be used dollar for dollar to
reduce fuel costs until such time as the credit expired. Finally, if the Commission
decides that this post-test year adjustment effective in 2011 should be reflected in
this proceeding, then it also should reflect the increase in the § 199 deduction
from 6% of taxable income to 9% of taxable income that will become effective on

January 1, 2010 a year earlier than the expiration of the coal tax credit.

Have you quantified the effect of your recommendation to include the
Kentucky coal tax credit as a reduction to the Companies’ income tax
expense?

Yes. The effect is to reduce KU’s revenue requirement by $2.395 million and
LG&E’s by $1.666 million. These quantifications are based on an annualization
of the first quarter 2008 effect of this credit as a reduction to the Companies’

Kentucky state income tax expense.

Section 199 Deduction Should be Increased if Kentucky Coal Tax Credit is Not

Reflected in Income Tax Expense

Q.

Should the Commission reflect the § 199 increase to 9% from the present 6%
rate applied to taxable income that will be effective on January 1, 2010 in the
event that it adopts the Companies’ proposed post test year adjustment to
remove the Kentucky coal tax credit that will not be eliminated until January

1,2011?
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Yes. The Commission should consider both tax issues together because they both

will become effective subsequent to the test year.

Have you quantified the effect of increasing the §199 deduction to 9% if the
Commission adopts these post-test year tax adjustments?

Yes. The effect is to reduce KU’s revenue requirement by $2.755 million and
LG&E’s by $2.272 million. The computations are detailed on my
Exhibit__ (1LK-16) and are based on the change in income tax expense after all
other KIUC adjustments have been made. [ have not included the effect of this
adjustment in the KIUC revenue requirement recommendations because it is
applicable only if the Commission does not reject the Companies’ post-test year

adjustment to eliminate the Kentucky coal tax credit.

Consolidated Income Tax Benefits Should be Reflected in Income Tax Expense

Q.

Please describe the Companies’ computation of income tax expense included
in their revenue requirements.

The Companies’ computations of income tax expense for the test year are based
on the assumption that each Company files separate standalone federal and state
income tax returns for all income and deductions as if it were not a subsidiary of
E.ON US Investments Corp. (“E.ON™) and did not participate along with the

other E.ON affiliates in filing consolidated federal and state income tax returns.
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How do the Companies’ computations of income tax expense using the
separate standalone tax return approach compare to their domestic parent
company’s computation of income tax expense on a consolidated tax return
basis?

E.ON files a consolidated income tax return, which nets the positive and negative
(losses) taxable income of its subsidiaries together with its own income or loss.
Thus, both the E.ON consolidated taxable income and consolidated income tax
payments are less than the sum of the positive taxable income and consolidated
income tax payments computed on a standalone basis for each of the E.ON
subsidiaries. Pursuant to the E.ON Tax Allocation Agreement, a copy of which
the Companies provided in response to KIUC 1-4, each subsidiary’s taxable
income is computed on a separate standalone tax return basis. Also pursuant to
the E.ON Tax Allocation Agreement, the positive taxable income subsidiaries,
including the Companies, remit the income tax on their positive taxable income to
E.ON without regard to the savings E.ON achieves from losses incurred by other
subsidiaries used by E.ON to reduce its actual tax payments to the federal and
state governments. In other words, the Companies compute their share of the
E.ON federal and state income tax payments at the maximum possible amount
under the assumption that they are not members of the E.ON affiliate group

included in the consolidated tax return.

Does the fact that E.ON uses the tax payments provided by the Companies to

actually reduce its tax payments by netting the tax losses of its loss
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subsidiaries provide a consolidated income tax benefit to E.ON?

Yes. The Companies tax payments to E.ON provide loans or grants to E.ON that
E.ON uses to monetize on a current basis the tax benefits resulting from the losses
of its loss affiliates that otherwise would have to be carried forward or possibly
lost forever. In the absence of these tax payments by the Companies and other
subsidiaries with positive taxable income to E.ON, E.ON would have no ability to
extract a current tax benefit from its loss companies unless those losses could be
carried back to prior years. Instead, E.ON would have to wait until future years
when it could apply the loss carryforwards generated by the loss affiliates against

their positive taxable income, assuming that ever would transpire.

To the extent that the loss subsidiaries actually use their loss carryforwards in the
future, the positive taxable income subsidiaries, including the Companies,
effectively have loaned E.ON and its loss subsidiaries the cash the Companies
have collected from their ratepayers to pay income taxes currently but that will
not be paid by E.ON until some year or years in the future. To the extent that the
loss subsidiaries never actually use their loss carryforwards in the future, the
positive taxable income subsidiaries, including the Companies, effectively have
provided grants to E.ON and its loss subsidiaries using the cash they have
collected from their ratepayers to pay income taxes currently but that will never

be paid in any year in the future.

Are the Companies compensated in any manner for their loans and/or grants
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to E.ON and its loss subsidiaries?

No. There is no provision in the E.ON Tax Allocation Agreement whereby E.ON
or the loss subsidiaries pay a carrying charge to the Companies or repay the
Companies for their grants for the tax expense the Companies have remitted to

E.ON, but which E.ON has not actually used to pay the federal government.

Should the Commission reflect these consolidated tax savings in some
manner to reduce the Companies’ revenue requirements?

Yes. Ratepayers should be compensated for the capital the Companies loan or
invest in E.ON and its loss subsidiaries. The Companies collect these amounts
from their ratepayers, remit the amounts to E.ON and then E.ON obtains and
retains the current tax benefit from monetizing the losses of its loss subsidiaries.
It is the positive taxable income of the Companies, collected from the ratepayers
under the assumption that there are no consolidated tax savings, that makes it
possible for E.ON to obtain these current tax benefits. Unless the E.ON loss
subsidiaries had positive taxable income in prior years and could carry back the
losses to those prior years in order to obtain a refund on a separate standalone tax
return basis, E.ON would not otherwise have been able to obtain this tax benefit

in the absence of the Companies’ positive taxable income.

Should the Commission be bound for ratemaking purposes by the
requirement of the E.ON Tax Allocation Agreement to compute the

Companies’ income tax expense on a separate standalone tax return basis?
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No. The Comumission is not bound by the terms of the Tax Allocation Agreement
for ratemaking purposes. Instead, the Commission should determine whether it is
reasonable for the Companies’ ratepayers to subsidize the E.ON loss subsidiaries
through cash loans and grants without any compensation. The Commission
should determine the amount of the subsidies provided by the Companies due to
the amounts provided by the ratepayers and then compensate the ratepayers for

these subsidies through the ratemaking process.

This is a ratemaking matter involving subsidization of affiliates; it is not a matter
dispute regarding the application of the Tax Allocation Agreement for accounting
or cash flow purposes. The Commission’s statutory mandate is fo set rates at just
and reasonable levels; its mandate is not to allow the Companies to use ratepayer

funds to subsidize their non-regulated affiliates.

Do other state commissions recognize consolidated tax savings in the
computation of income tax expense for ratemaking purposes?

Yes. The commissions in at least six states explicitly recognize consolidated tax
savings in the computation of income tax expense for ratemaking purposes. The
states include Pennsylvania, New Jersey, Texas, West Virginia, Connecticut, and
Oregon. In addition, other states implicitly recognize consolidated tax savings (or
costs) through various means. The former states employ a variety of
methodologies to quantify the consolidated tax savings. The Pennsylvania

commmission uses a five year average effective income tax rate for income tax
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expense. The New Jersey commission uses a rate base reduction for the savings.
The Texas commission computes an interest credit reduction to income tax
expense by applying a debt rate of return to 15 years of cumulative savings. West
Virginia computes a multi-year average of the parent company’s loss to reduce
the utility’s income tax expense. Finally, the Oregon commission uses a “fax

tracker” to ensure that only taxes actually paid are recovered in rates.

As an example of the various states that explicitly recognize consolidated tax
savings in setting the utility’s revenue requirement, the New Jersey commission

stated its policy in BPU Docket NO. ER911218201 as follows:

The Board believes that it is appropriate to reflect a consolidated tax
savings adjustment where, as here, there has been a tax savings as a
result of the filing of a consolidated tax return. Income from utility
operations provide the ability to produce tax savings for the entire
GPU system because utility income is offset by the annual losses of the
other subsidiaries. Therefore, the ratepayers who produce the income
that provides the tax benefits should share in those benefits. The
Appellate Division has repeatedly affirmed the Board’s policy of
requiring utility rates to reflect consolidated tax savings and the IRS
has acknowledged that consolidated tax adjustments can be made and
there are no regulations which prohibit such an adjustment.

The issue, in this case, is not whether such an adjustment should be
made, but, rather, what methodology should be used to make such an
adjustment. In this area, the courts have held that the Board has the
power and discretion to choose any approach which rationally
determines a subsidiary utility’s effective tax rate. Toms River Water
Company v. New Jersey Public Utilities Commissioners, 158 NJ Super
57 (1978). Based on our review of the record in this case, the Board

REJECTS the ALJ’s recommendation to accept the income tax

expense adjustment proposed by Petitioner and, instead, ADOPTS the
position of Staff that the rate base adjustment is a more appropriate
methodology for the reflection of consolidated tax savings. The rate
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base approach property compensates ratepayers for the time value of
money that is essentially lent cost-free to the holding companies in the
form of tax advantages used currently and is consistent with our
recent Atlantic Electric decision (Docket No. ER90091090J).
Moreover, in order to maintain consistency with the methodology
applied in the Atlantic decisions, we modify the Staff calculation and
find that a rate base adjustment which reflects consolidated tax
savings from 1990 forward, including one-half of the 1990 savings, is
appropriate in this case.
How should the Commission compensate ratepayers for their funds that are
not actually used to pay taxes, but rather are used to obtain immediate tax
reductions not otherwise available dne to the losses of non-regulated
affiliates?
I recommend that the Commission provide ratepayers interest on their loans to
E.ON and its loss subsidiaries at the Companies’ grossed-up rate of return. The
loans are the cumulative amount of consolidated tax savings achieved by E.ON by
using the positive taxable income and tax payments from the Companies to
monetize the loss subsidiaries’ taxable losses. In effect, the Companies’
capitalization is overstated, and therefore, their capitalization is overstated, by the

amount of the loans provided by the Companies to E.ON and its unregulated

subsidiaries.

The computation of these consolidated tax savings should start with the present
test year and should be cumulative from this test year forward. In this manner,
the funds provided by ratepayers for tax payments that are not actually paid by

E.ON to the federal and state governments will be treated as loans subject to
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interest at the Company’s grossed-up rate of return. This is the methodology

employed by the New Jersey commission that I described earlier.

Could the Commission consider at least a portion of the funds provided by
the Company’s ratepayers as a grant that never will be repaid rather than
only as a loan?

Yes. That is a refinement of the methodology that the Commission could
consider in future proceedings if it is able to establish in those proceedings that
certain of the loans effectively were converted into grants. This conversion would
occur when the loss affiliate never is able to use the losses that it incurred in prior
years, e.g., if the loss affiliate is dissolved. To the extent that any amount of the
consalidated tax savings is considered a grant, the Commission should flow
through the principal amount of these savings in addition to providing a return on

the unamortized grant and loan amounts.

Have you quantified the effect of your recommendation?

Yes. The effect of my recommendation is to reduce KU’s income tax expense
and revenue requirement by $5.278 million and LG&E’s by $3.941 million. 1
computed this amount for the test year in several steps. First, [ computed the
amount of the loans granted by each of the Companies to E.ON and its other
subsidiaries to determine the reduction in each Company’s capitalization for the
test year. | quantified the capitalization amounts by computing the ratio of each

Company’s taxable income to the sum of the positive taxable income for all the
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E.ON subsidiaries, including the Companies and then multiplied this times the
sum of the taxable losses for all the E.ON loss subsidiaries. This is the amount
each Company loaned E.ON, The assumption underlying this computation is that
all the E.ON positive taxable income subsidiaries proportionately subsidize all the
E.ON taxable loss subsidiaries. 1 used the actual E.ON subsidiaries’ federal
taxable income and losses for 2007 to develop the federal ratios for each
Company. Since the 2007 state return quantifications were not yet available, |
used the state taxable income and losses for 2006 to develop the state ratios for
each Company. I obtained these actual amounts from LG&E’s response to PSC
2-104 and PSC 2-105, which provided the amounts for both Companies. These
responses are subject to the terms of the Confidentiality Agreement in this

proceeding.

Second, 1 multipliéd the amounts loaned by each Company to E.ON by the
grossed-up weighted average cost of capital for each Company. This is the return
that the ratepayers should be provided on their loans to the Companies, which
then were loaned to E.ON. This is the revenue requirement effect that I have
reflected on the table in the Summary section of my testimony. The effect on
income tax expense for operating income purposes is the revenue requirement
effect times the combined federal and state income tax rate. When this effect on

income tax expense is grossed-up, it results in the same revenue requirement.
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The computations are detailed on my Exhibit __ (LK-17). The public version of
my Exhibit _ (LK-17) has the confidential amounts redacted. KIUC has filed a
separate confidential version of my Exhibit  (LK-17) in accordance with the

terms of the Confidentiality Agreement in this proceeding.
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I, CAPITALIZATION ISSUES

Methodology for Removal of ECR Rate Base Amounts from Capitalization Should
Not Be Changed

Q.

Please describe the Commission’s historic methodology for the removal of
ECR rate base amounts from capitalization.

The Commission’s historic methodology has been to remove 100% of the ECR
rate base amounts from Electric operations capitalization after all rate base
allocations and other capitalization adjustments have been performed. The
Commission’s methodology excludes from the Company’s capitalization the

exact same amount that is reflected in the ECR rate base.

Please describe the Companies’ proposal to modify the Commission’s
historic methodology by employing a rate base allocation to total
capitalization.

Instead of the direct reduction for the rate base amounts actually used in the ECR,
the Companies proposed a reduction from capitalization based on a ratio of ECR
rate base to non-ECR rate base. Thus, any differences between rate base and
capitalization are allocated between the ECR and base rates rather than assigning

the total difference to base rates.

Should the Commission adopt the Companies’ proposal to change its historic

methodology?
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No. First, the Commission has previously rejected the Companies’ proposed
methodology. The Companies have offered no new arguments in this proceeding
why the Commission should overturn its prior determination. Second, the
Commission historic methodology specifically reflects the fact that the ECR is
based on a rate base computation, not a capitalization computation. The only way
to properly synchronize the base revenue requirement and the ECR revenue
requirement is to remove the ECR rate base amounts from the total Company
capitalization amounts. This methodology ensures that any differences between
total Company rate base and capitalization are captured somewhere. If the
Companies’ methodology is adopted, part of that difference will be allocated to
the ECR for base rate purposes, but will never be reconciled in actuality in the

ECR.

Have you computed the effect of removing the ECR rate base amounts from
capitalization using the Commission’s historic methodology rather than the
Companies’ proposed methodology?

Yes. The effect is to reduce KU’s revenue requirement by $3.263 million and
LG&E’s by $0.050 million.  The computations are detailed on my

Exhibit__ (LK-18).

KU Capitalization Should Be Reduced for EEI Investment If Commission Does Not

Include EEI Earnings in KU Revenue Requirement
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If the Commission does not adopt your recommendation to incorporate the
EEI earnings in KU’s revenue requirement, should it reduce KU’s

capitalization for the EEI investment?

Yes.

LG&E Capitalization Should Be Reduced to Reflect Reduction in Collection Cycle

Q.

LG&E proposes to reduce the collection cycle from 15 days to 10 days. Will
this have an impact on LG&E’s capitalization?

Yes. If the Commission grants this request, it will reduce the capitalization
requirements of LG&E by the 5 days of average monthly revenues. The proposal
will accelerate the Company’s cash flow, thus reducing its financing

requirements.

If the Commission grants LG&E’s request, should it also reflect a reduction
in the Company’s capitalization in this proceeding?

Yes. If the Company’s request is granted, the reduction in the Company’s
capitalization will be a known and measurable change and should be reflected in

the revenue requirement.

How should the Commission reflect this reduction in the LG&E
capitalization?
It should be reflected as an across the board reduction to LG&E’s capitalization.

The effect on the Company’s capitalization will be the 5 days of average daily
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cash collections taken after tax and net of the increases in uncollectible accounts

and PSC assessments.

Have you guantified the effect of this recommendation on LG&E’s revenue

requirement?

Yes. The effect is to reduce LG&E’s revenue requirement by $0.810 million.

The computations are detailed on my Exhibit (LK-19).
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IV.  RATE OF RETURN ISSUES

Cost of Long-Term Debt Should be Updated

Q.

The Commission’s historic practice in base rate proceedings is to update the
utility’s cost of debt prior to the record being closed. Have the Companies
updated their cost of debt in response to Staff discovery?

Yes. The Companies updated their cost of debt as of August 31, 2008 in updated
responses to PSC 1-43 filed on September 26, 2008. KU’s cost of short term debt
was reduced to 2.44% from 2.63% in KU’s filing and its cost of long-term debt
was reduced to 5.20% from 5.21% in its filing. LG&E’s cost of short term debt
was reduced to 2.4% from 2.63% in LG&E filing and its cost of long-term debt

was reduced to 4.42% from 5.30% in its filing.

Have you quantified the effect of these reductions in the costs of short-term
debt and long-term debt on the Companies® revenue requirements?

Yes. The effect is to reduce KU’s revenue requirement by $0.544 million and
[.G&E’s revenue requirement by $6.955 million. The computations are detailed

on my Exhibit  (LK-20).

Cost of Common Equity Should Reflect Reasonable Level

Q.

How does the Companies’ requested return on common equity of 11.25%
compare to the Commission’s authorized return on common equity set forth

in Case Nos. 2003-00433 and 2003-00434?
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The Companies’ requested return on common equity is in excess of the upper end
of the 10.0% to 11.0% range found reasonable by the Commission in the

Companies’ last base rate cases.

How does the Companies requested return on common equity compare to the
return on common equity granted by other state commissions for electric
utilities in 20087

The Companies’ requested rate of return is excessive compared to returns granted
by other state commissions. These authorized rates of return for electric utilities
average 10.30%, according to Regulatory Research Associates’ (“RRA™)
Regulatory Focus dated October 3, 2008 for the first three quarters of the year. 1
have removed the rates of return included by RRA in their averages that were set
for new generating assets rather than for the electric utility as a whole and
recomputed the averages for each quarter and year-to-date. 1 have replicated the
RRA data and computations as my Exhibit  (LK-21). My computations
reflecting the removal of the returns allowed specifically for new generating units

are detailed on my Exhibit _ (LK-22).

Have you quantified the effect of using the Companies’ present 10.50%
midpoint return on equity in lieu of their requested 11.25%?

Yes. The effect is to reduce KU’s jurisdictional revenue requirement by $13.059
million and LG&E’s electric revenue requirement by $11.151 million. Each 10

basis points affects KU’s jurisdictional revenue requirement by $1.741 million
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and LG&E’s revenue requirement by $1.487 million. The computations are

detailed on my Exhibit  (LK-20).

Daes this complete your testimony?

Yes.
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EDUCATION

University of Toledo, BRA
Accounting

University of Toledo, MBA

Luther Rice University, MA

PROFESSIONAL CERTIFICATIONS

Certified Public Accountant {(CPA)

Certified Manageinent Accountant (CMA)

PROFESSIONAL AFFILIATIONS

American Institute of Certified Public Accountants
Georgia Society of Certified Public Accountants

Institute of Management Accountants

More than thirty years of utility industry experience in the financial, rate, tax, and planning areas.
Specialization in revenue requirements analyses, taxes, evaluation of rate and financial impacts of

traditional and nontraditional ratemaking, utility mergers/acquisition and diversification.

Expertise in

proprietary and nonproprietary software systems used by utilities for budgeting, rate case support and

strategic and financial planning.

J. KENNEDY AND ASSOCIATES. INC.
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LANE KOLLEN, VICE PRESIDENT

EXPERIENCE

1986 to
Present:

1983 to
1986:

1976 to
1983:

J. Kennedy and Associates, Inc.: Vice President and Principal. Responsible for utility
stranded cost analysis, revenue requircments analysis, cash flow projections and solvency,
financial and cash effects of traditional and nontraditional ratemaking, and research,
speaking and writing on the effects of tax law changes. Testimony before Connecticut,
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Maryland, Minnesota, New York,
North Carolina, Ohio, Pennsylvania, Tennessee, Texas, West Virginia and Wisconsin state
regulatory commissions and the Federal Energy Reguiatory Commission.

Encrgy Management Associates: Lead Consultant.
Consulting in the areas of strategic and {inancial planning, traditional and nontraditiona!

ratemaking, rate case support and testimony, diversification and generation expansion
planning. Directed consulting and software development projects utilizing PROSCREEN
II and ACUMEN proprictary software products. Utilized ACUMEN detailed corporate
simulation system, PROSCREEN I strategic planning system and other custom developed
software to support utility rate case filings including test year tevenue requirements, rate
base, operating income and pro-forma adjustments. Also utilized these software products
for revenue simulation, budget preparation and cost-of-service analyses.

The Toledo Edison Company: Planning Supervisor.

Responsible for financial planning activities including generation cxpansion planning,
capital and expense budgeting, evaluation of tax law changes, rate case strategy and support
and computerized financial modeling using proprietary and nonproprictary software
products. Directed the modeling and evaluation of planning alternatives including:

Rate phase-ins.

Construction project cancellations and write-offs.
Construction project delays.

Capacity swaps.

Financing aiternatives.

Competitive pricing for off-system sales.
Sale/ieascbacks.

J. KENNEDY AND ASSOCIATES. INC.
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CLIENTS SERVED
Industrial Companies and Groups

Air Products and Chemicals, Inc. Lehigh Valley Power Committee
Airco Industrial Gases Maryland Industrial Group
Alcan Aluminum Multiple Intervenors (New York)
Armco Advanced Materials Co. National Southwire
Armco Steel North Carolina Industrial
Bethlehem Steel Energy Consurmers
Connecticut Industrial Energy Consumers QOccidental Chernical Corporation
ELCON Ohio Energy Group
Enron Gas Pipeline Company Ohio Industrial Energy Consumers
Florida Industrial Power Users Group Ohio Manufacturers Association
Gallatin Stee! Philadelphia Area Industrial Energy
General Electric Company Users Group
GPU Industrial Intervenors PSI Industrial Group
Indiana Industrial Group Smith Cogeneration
Industrial Consumers for Taconite Intervenors {Minnesota)

Fair Utility Rates - Indiana West Penn Power Industrial Intervenors
Industrial Encrgy Consumers - Ohio West Virginia Energy Users Group
Kentucky Industrial Utility Customers, Inc. Westvaco Corporation
Kimberly-Clark Company

Regulatory Commissions and
Government Apencies

Cities in Texas-New Mexico Power Company’s Service Territory
Cities in AEP Texas Central Company’s Service Territory

Cities in AEP Texas North Company’s Service Territory

Georgia Public Service Commission Staff

Kentucky Attorney General's Office, Division of Consumer Protection
Louisiana Public Service Commission Staff

Maine Office of Public Advocate

New York State Energy Office

Office of Public Utility Counsel (Texas)

I KENNEDY AND ASSOCIATES. INC.
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Allegheny Power System

Atlantic City Electric Company
Carolina Power & Light Company
Cleveland Electric Illumninating Company
Delmarva Power & Light Company
Duquesne Light Company

General Public Utilities

Georgia Power Company

Middle South Services

Nevada Power Company

Niagara Mohawk Power Corporation

Utilities

Otter Tail Power Company
Pacific Gas & Electric Company
Public Service Electric & Gas
Public Service of Oklahoma
Rochester Gas and Electric
Savannah Electric & Power Company
Seminole Electric Cooperative
Southern California Edison
Talquin Electric Cooperative
Tampa Electric

Texas Utilities

Toledo Edison Company

J. KENNEDY AND ASSOCIATES. INC.
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As of September 2008
Date Case  Jurisdict. Party Utility Subject
10/86  U-17282 LA Lovisiana Public Gud Slales Cash revenue requirements
Interim Senvice Commission Utiifes financial solvency
Staff
1186 UA7282 LA Louisiana Public Gulf States Cash revenue requirernents
inferim Service Commission Ulilities financial soivency
Rebulal Stalf
1286 9613 KY Attomney Genaral Big Rivers Reverue requirements
Div of Consumer Eleciric Corp. accounting adjustments
Proleciicn financlat workout plan
1787 U-17282 LA Louisiana Public Gulf States Cash revenua requiremens,
Intefim 15th Judicial Service Commission Utiliies fnancial sovancy
Distict Ct. Staff
a7 General wv Wes! Vinginia Energy Moncngahela Power Tax Reform Act of 1988,
Order 236 Users' Group Co.
4187 U-17282 LA Louisiana Putlic Gulf States Prudence of River Bend 1,
Prudence Service Commission Liililes economic analyses,
Staff cancallalion studies
ale7 M-100 NC Norih Carolina Duke Power Co. Tax Reform Act of 1966
Sub 113 Industriai Energy
Consumers
587 B8524E- WV West Vimginia Moncngzhela Power Revenue requirements
Energy Users' Co. Tax Refom Astof 1886,
Group
5187 L-17282 LA Lovisiana Public Gulf Stales Revenue requirements,
Casg Service Commission Utitities River Gend 1 phase-s plan,
In Chief Steff financiz solvency
787 L-17282 LA Louisiana Pubiic Gulf States Revenue requiremenls
Case Senvice Commission Utilifies River Bend 1 phase-n plan,
in Chief Staff financial solvency.
Surebultst
7787 U-17282 LA Louisiana Public Gulf Stales Prudence of River Bend 1,
Prsfance Service Commission Utilities econemic analyses,
Sumshutial Siaff cancelation studies.
787 86-524 Wy West Virginia Monongaheta Power Revenue requiremeants,
ESC Enemy Users' Co. Tax Relorm Act of 1886
Rebultat Group

J. KENNEDY AND ASSOCIATES. INC.

P
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Date Case Jurisdict, Party Utility Subject
8.7 9885 4 Allomey General Big Rivers Electde Finanzial workout plan
Giv of Consumer Comp
Prolection
Bia7 E-015/GR-  MN Taconite Minnesota Power & Revenue requirements, O&M
87-223 Inlervenoss Light Co. expense, Tax Reform Act
of 1566
15187 87022088  FL Octidentat Florida Power Revenue requirements, Q&M
Chemical Comp. Comp. expense, Tax Reform Act
of 1986
1187 87071 CT Connecticut Industrial Cornecticut Light Tax Reform Act of 1986
Energy Consumers & Power Co.
1188 1117282 LA Louisiana Public Guff Stales Revenue requirements,
19th Judicial Service Commission Ltilities River Bend 1 phase-in plan,
Dislriet Gt rate of refum
28 9934 KY Kenlucky Industrial Loulsvifle Gas Economics of Timble County
Utifty Cuslomers & Eleclric Co. completion
2/88 10064 Ky Kentucky industrial Lowisvifie a5 Revenue requirements, D&M
Utllity Customers & Eteclric Co. expensa, capitat structure,
excess deferred Income taxes
5/88 1017 KY Alcan Aluminum Big Rivers Eleciric Financial workout pian,
National Southwlre Corp.
5/68 R PA GPU Industriat Matropolitan Nonutiity generalor deferred
-1CO01 inlervenorms Edison Co. o8t recovery
5/88 M-BT017 PA GPU Industrial Pennsylvania Nonulility generalor deferred
-2C008 Intervenors Eleclric Co. cost recovery
6/88 H-17262 LA Loulsiana Pubdic Gulf States Prudence of River Bend 1
190 Jugicial  Service Commission Utilities economic analyses,
District Gt cancellalion sludies,
financial modeling
7/88 M-87017- PA GPU Industrial Metropolitan Menulility generator deferred
-1C001 Intervanors Edison Co. cost recovery. SFAS No, 82
Hebuttal

J.KENNEDY AND ASSOCIATES. INC.
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Date Case Jurisdict. Party Utifity Subject
/88 M-87017- PA CGPU Industish Pennsylvania Nonugifty generator deferred
-2C005 trleivenors Efectric Co. cost recovery, SFAG No. 92
Rebutiat
9/88 88-05-25 cT Conneclicut Conneclicut Light Excass delamed laxes, 0&M
indusinial Enengy & Power Ca. expenses
Consumers
9/88 10064 KY Kentucky Industial Louisvitle Gas Premalure retirements, interest
Rehearing Utllity Cuslomers & Eleclric Go. expense
10/88 88470 OH Ohio Ingsstriat Cleveland Electric Revenue requirements, phase-in,
EL-AIR Energy Consumers Ithsminting Co. excess deferred faxes, O&M
expenses, financial
considerations, working capital
10/8 88474 OH Ohio Industrial Toledo Edison Co. Revenue requirements, phase-in,
EL-AIR Energy Consumers excess defered taxes, D&M
expenses, firancial
considerations, working capiial
10/88 8800 FL. Fiorids Ingustriat Fiorida Powar & Tax Reforen Act of 1986, tax
355-E4 Power Users’ Group Light Co expenses, &M expenses,
pension expense (SFAS No 87)
10/86  3780-U GA Georgia Public Allanla (ag Light Pension expense (SFAS No 87)
Sepvica Commission Co
Staff
1188 U-17282 LA Lovisiana Public Gulf Stales Rata base exglusion plan
Remand Service Commission Utitities (SFAB No. 71}
Staff
1288 U740 LA Louisiana Public ATET Communications Pension expanse (SFAS No. 87)
Service Commisslon of South Central
Staff Slales
1288 U-17843 LA Louisiana Public South Central Compensated absences {SFAS No.
Rebuttal Service Commission Ball 43), pension expense (SFAS No
Staft B7), Part 32, income tax
nomalization.
2183 U-17282 LA Louistana Public Gulf Stales Revenue requirements, phase-in
Phase i Service Commission Ulitities of River fiend 1, recovery of
Siaff canceled plant.

J. KENNEDY AND ASSOCIATES. INC.
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As of Septembar 2008
Date Case Jurisdict. Party Utility Subject
6/83 881602-EL  FL Taiquin Electic Talquin/Ciy Economic analyses, incremental
890326-EU Cooperalive of Tallahassee cost-ol-senvice, average
custarner rales
789 U-17870 LA Louisiana Pubfic AT&T Communications Pension expense {SFAS No. 87),
Service Commission of Scuth Cenlral compensaled absences (SFAS No. 43).
Slaft Stales Part 32
8/89 8555 ™ Oceidentat Chemical Housten Lighting Cancellalion cost recovery. tax
Corp. & Power Co exXpense, revenue reaurements
BI85 38400 GA Geormgia Public Georgia Power Co. Promotional practices,
Sesvice Commission advertising, economic
Staft development.
4189 U-17282 LA Louisiana Public Gulf States Revenue requirerents, delalied
Phasell Service Commission Ulilities investigation
Detailed Staff
1G/83 6880 T Enron Gas Pipeling Texas-New Mexico Defemed accounting treatment,
Power Co. saleflcaseback
10/89 8528 X Enron Gas Texas-New Mexico Revenue requiremenls, imputed
Pipeling Power Co. capilal structure, cash
working capital
10189 RB91364 PA Philadelphia Area Pidladeiphia Revenue requiraments,
Industria Energy Elactic Co.
Users Group
1489 R891364 PA Phifadelphia Area Phitadelphia Revenue reguirements.
12189 Sumebuttal Industriat Energy Eieclic Co. salefieaseback.
(2 Fitings) Users Group
1190 U-17282 LA Loulsiana Public Guf Stales Revenue rquirements .
Phase 1l Service Commission Utiitias detalted investigation
Delalled Staff
Rebuttal
190 U17282 LA Louisiana Public Guif Stales Phasedn of River Bend 1,
Phase il Service Commisslon Ltilities derequfaled assel pfan
Staff
390 B30M9EE  FL Florida induslial Florida Power (&M expenses, Tax Reform
Power Users Group & Light Co. Aclof 1986,

J. KENNEDY AND ASSOCIATES. INC,
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Lane Kollen
As of September 2008
Case .Jurisdict. Party Utitity Subjact
800319-E!  FL Florida Industrial Floida Power 08&M expenses, Tax Refom
Rebulla Power Users Group & Light Co. Actof 1986.
U-17287 LA Loufsiana Public Gulf States Fuel clause, gain on sale
1o Judiciat  Service Commilssion Utilitles of utiiity assels
District GL
90-158 KY Kentucky Industial Louisvilie Gas & Revenue requirements, posi-est
Utiity Customers Eleclric Co. year additions, forecasted test
yaar
U-17262 LA Louisiana Public Gulf Stales Revenue requiremenls
Phase iV Servige Commission Utilitias
Slafy
29327, Y Mulliple Niagara Mohawk |ncentive reguiation
et al Inlervenars Power Corp.,
9945 T Office of Public Es Paso Eleclic Financial modeling.  economic
Utility Counsel Co. analyses, prudence of Palo
of Texas Verde 3.
P-910511  PA Aliegheny Ludlum Corp West Penn Power Co. Recovery of CAAA costs,
P-910512 Amco Advanced Malerials least cost financing
Co., The West Penn Powar
industdal Users' Group
81-231 Wy West Virginia Energy Monongzahela Power Recovery of CAAA cosls, leasl
E-NC Users Group Co cost financing
U-17282 LA Lovisiana Public Gulf Slates Assetimpaiment, dereguiated
Sewvice Commission Utifities asset plan, revenue require-
Siaft ments
91-410- OH Alr #roducls ang Cincinnali Gas Revenue requirements, phase-in
El-AIR Chemicals, Iac, & Electric Co. glan.
Armico Steel Co.
General Electric Co.,
Industrial Energy
Consumers
10200 X Cfice of Public Texas-New Mexico Financia integrity, stralegic
Utility Gounsel Pawer Co. planning, declined business
of Texas affiliations

J. KENNEDY AND ASSOCIATES. INC.
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As of September 2008
Date Case Jurisdict. Party Utility Subjact
5092 S10880-E FL Occidental Chemical Fiorida Pawer Corp Revanya requirementis, O&M expense,
Comp pension expense, OPED expanse.
fussil dismandtling, nuclear
decommissioning.
892 RO0922314  PA GPU indusiral Metropoiitan Edison incenlive regulation, pedermance
Intervanars Co rewards, purchased power risk,
OPEB expense
9/92 92.043 KY Kentucky Industial Ganeric Proceeding OPEB sxpense
Uity Censumers
9/92 920324-£4 FL Flerida Induslnal Tampa Electric Co. OPES expense
Powar Users' Group
9/92 39348 N Indiana ladustial Genesic Proceeding OPEB expsnse.
Group
g2 9H0R40-PU FL Flprida ingustrist Ganeric Proceeding CPEB expense
Pawer Users' Group
9/92 39314 IN Irdustriad Cansumers Indiana Michigan OPEB expense
for Fair Udility Rales Power Co
182 U-19904 LA Louisiana Public Guff Stales Mergar
Service Commission Uliliies/Enlergy
Siaff Com.
1192 8648 MD Westvaco Gorp,, Potomac Edison Co. OPEB sxpense
Easlaleo Aluminum Co
492 921745 OH Chio Manufacturers Gereric Proceading OPEB expense.
AU-COl Association
1292 R00922378  PA Armco Advanced West Penn Power Co. tncentive requiation,
Materigls Co, performance rewards,
The WPP Industrial purchased power risk,
Intervenors OPEB expense.
12192 U-18949 LA Louisiana Pubic South Central Bell Affitate transactions,
Senvice Commission cos! allocations, merger
Staff

J. KENNEDY AND ASSOCIATES. INC.
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As of September 2008
Date Case Jurlsdict. Party Utillty Subject
1287 RAO09Z2478 PA Phitadelphia Area Philadelphia OPEB expense
Industrial Enengy Electdc Co.
Users' Group
1183 8487 MD Maryland Industria) Ballimore Gas & OPEB expense, delerred
Group Eiectric Co, {uel. CWIP In rale base
Belhiehem Steel Com.
1193 35408 N PS! industial Group P8t Energy, Inc Refunds due {0 over-
collestion of taxes on
Marble Hi# cancellation,
M3 21111 CT Connecticul industich Connecticut Light QPEB expense
Energy Consumers & PowerCo
393 U-13804 LA Louisiana Public Guif States Memer
(Surrebuttal) Senvice Commission UtilitiesEntergy
Staff Comp.
3 9301 OH Ohio tndustrial Ohio Power Co. Affiliate transactions, fuef
EL-EFC Energy Consumers
Kl EC82- FERC Louisiana Public Gulf States Merger
21000 Service Commission UtiitiesfEntergy
ER9Z-806-D00 Com.
4893 82-1464- OH Air Products Cincinnati Gas & Revenue requirements,
EL-AIR Armco Steel Electric Co. phase-in plan
industrial Erergy
Consumers
4793 ECY2- FERC Louisiana Public Gulf States Merger
21000 Service Commission UlilifesEntemy
ERO2-806-000 Comp
{Rebuttal)
993 83113 KY Kentucky Indusiral Kenlucky Ubililies Fuel clause and coal contract
Utility Customers sefund.
8193 92-480, KY Kenlucky Intdustrial Big Rivers Electic Disallowances andg restitution for
§2-490A, Utility Customers and Corp. excessive fuel costs. itegal and
90-360-C Kentucky Aftomey improper paymenls, recovery of mine
General closure cosls.
1093 UA7735 LA touisiana Public Cajun Electric Power Revenue requirements, debt
Senvice Commission Cooperalive restructuring agreement, River Bend
Staff costrecovery

J. KENNEDY AND ASSOCIATES. INC.
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Date  Case Jurisdict, Party Utility Subject
1194 L1-20647 LA Louisiana Public Gult States Audit and investigation into fuet
Servie Commission Uiities Co. clausae cosls
Staff
434 U-20647 LA Louisiana Public Gu!f States Nutlear and fossil unit
{Sumebutial) Senvice Commission Utiitias perfarmance, fuel costs,
Staff fuel clause priaciples and
guidelines
594 20178 tA Louisiana Public Louisians Powsr & Planning and quanlification issues
Setvice Commission Light Co. of least costintegrated resource
Staft plan.
8/34 1-19904 LA Louisiana Public Gull States River Bend phase-in plan,
Inifial Post- Service Commission Ulilities Co. deregutated asset pian, capital
Merger Eamings Slaff slructure, other ravenue
Review reguirement issles.
84 U-17735 LA Louisiana Public Cajun Electic GE&T cooperalive raternaking
Senvice Commission Power Cooperativa polices. exchision of River Bend,
Staff other revenue requirement issues
1094 39050 GA Georgia Public Southem Bell Incentive rata pian, eamings
Service Commission Telephone Co. review
Staff
084 52584 GA Georgia Public Scuthem Bef Altemative regulation, cost
Service Commission Telephone Co. allocation
Staff
11184 119904 LA Lolsiana Public Guif Stales River Bend phase-in plan,
Initial Post- Sewvica Commission tiities Co. deregulaled asset plan, capital
Merger Eamings Staff slructure, othet revenus
Review requiremant issues.
{Rebutiaf)
1494 U47735 1A Louistana Public Cajun Electic G&T cooperative ralemaking policy,
(Rebuttat) Sesvice Commission Power Cooperative exclusion of River Bend, other
Staff revenue requirement issues.
4195 R40943271  PA PP&L. Industrial Pennsylvania Power Revenue requifements Fossil
Customer Alliance & LightCo dismantling, nuclear

decommissioning
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Pate  Case  Jurisdict. Party Utifity Subject
6/95 3905-4Y GA Georgia Public Southem Bell Inceriive regulation, affiiate
Service Commission Telephone Co. fransactions, ravenue requiremens,
rate refund
6R5 1-19904 LA Louisiana Public Guif States Gas, coal, nuclear fuel costs,
{Direcl) Service Commission Utifities Go confrac! prudence, base/fusl
Staff realignment.
1095 9502614 ™ Tennessee Office of BellSouth Affiliate transactions.
the Attomey General Telecommuricalions,
Consumer Advocala Inc.
1085  U-21485 LA touistana Public Guif Stales Nuclegr O8M, River Bend phase-in
(Direct) Service Comenission Utitgies Co. plan, haseffuel realignment, NOL
Stalf and AltMin asset deferred taxes,
other revenue requirement issuss
1175 U-19904 LA Louisiana Public Gusif Slatas (as, coal, nuciear fuel costs,
{Sumebuttal) Service Commission Utilities Co. confract prudence, baseffuet
Staff Division realignment
1185 U-21485 1A Louisiana Public Guif Slales Nuciear OBM. River Bend phase-in
{Supplemental Direcl) Servica Commission Utiiies Co. plan, baseffuel realignment. NOL
1295 Li-21485 Siaff and AliMin asset defered taxes,
{Sumebulial) offwer revenue requirement issues
1196 95-299- 0OH Industrial Enegy The Tolede Edisen Co. Compatition, asset writeoffs and
EL-AIR Consumers The Clavetand revaluation, O&M expense, ather
95.300- Electric Tevenug requirement issues.
EL-AIR luminating Co.
2% PUCHNo ™ Office of Public Central Power & Nuglear decommissioning
14567 Utility Counse! Light
515 95485108  NM City of Las Cruces El Paso Electiic Co, Stranded cost recovery,
muricipalization
7196 8725 MD The Maryland Ballimere Gas Merger savings, tracking mechanism,
Industrsi Group & Electric Co., eamings sharing plan, revenue
and Redland Potomac Eleclric requirement issues
Genstar, e Pawer Co. and

Consteliation Energy
Corp.
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Date Case Jurisdlct. Party Uility Subject
9/88 1.22092 LA Lovisiana Public Entergy Gulf River Bend phase-in plan, basetusl
186 U-22092 Senvice Commission Siales, Inc. realignment, NOL and AllMin asset
{Surrebuiai} Siaff deferred taxes, other revenue
requirement issuas, allocation of
requiated/nonregulated costs.
10/56 08327 KY Keniucky Industrial Big Rivers Environmeniai surcharge
Utiiity Customers, Ing Flectric Comp. recoverabie cosls.
it R-00973877  PA Philzdelphia Area PECO Energy Co. Siranded cos! recovery, regulatory
Industral Enemy assels and Fabiities, intangible
Users Group Iransition chamge, revenue
requirements.
a7 56-489 KY Kentucky fndustrial Kentucky Power Co. Environmental surcharge recoverable
Utility Cuslomess, Ine costs, system agreements.
allowance invenlory,
jurisdictional aliocation
8197 TO-97-397 MO MGl Telecommunications Southwestern Bell Price cap regulation,
Comp , Inc, MCimetro Telephone Co. revenue requirements, rate
Access Transmission of return.
Senvices, Inc
6197 ROOG7ID53  PA Philadelptiz Area PECC Energy Co. Restructuring, deregulation,
industriat Energy siranded costs, regulatory
Users Group assels, liabllities, nuclear
and fossil decommissioning
157 ROGO73954  PA PPEL industial Pennsylvania Power Restrucluring, deregulation,
Customer Alliance & Light Co. siranded costs, requlatory
assets, #atilifies, nuclear
gnd fossd decommissioning
87 U-22092 LA Louisiana Pullic Entergy Guif Depreciation rates and
Service Commission Siates, nc. melhodotogies, River Bend
Staff phase-in plan,
897 97-300 KY Kenfucky Industrial Louisvile Gas Menger policy, cosl savings,

Ublity Customers, Inc.

& Electric Co. and
Kentucky Ulilies
Ca.

surcredit sharing mechanism,
reveie requirements,
ratg of refum
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As of Septembar 2008
Date Case .Jurisdict. Party Utility Subject
87 RO0S73054  PA PPBL induslrial Pennsylvania Power Restructuring. deregulation,
(Surrebuttal) Customer Alliance &LighiCo stranded costs, regulatery
assels, llabities, nuclear
and fossil decommissioning
0687 97204 KY Alcan Aluminurn Corp. Big Rivars Reslrucluring, revenug
Seuthwire Co. Electric Corp. requirements, reascnablensss
1087 R974008 PA Matropolitan Edison Metropalitan Restucturiag, derequlation,
tndustrial Users Edison Co. slranded costs, regulatory
Group assefs, Tiabliities, nuclear
and fossil decomnmissioning,
fevenye requirsments.
0/7  R-974008 PA Penelec industrial Pennsyivania Restructuring, deregulation,
Cuslomer Afliance Electrie Co. stranded costs, regulatory
assafs, fabifiies, nuciear
and foss# decommissioning,
reveni:e fequirsmenis
197 97204 KY Alcan Aluminum Corp. Big Rivers Restruchuring, revenue
(Rebutial} Soutwira Co. Eleclric Camp. requirements, reasonablaness
of rales, cos! allocation,
17 u-24% LA Lavisiana Publi Entergy Guif Allogalion of requlated and
Service Commission States, Inc. nonregulated costs, other
Staff revenue requirament issues
11197 RQ0573953 PA Philadelphia Area PECO Energy Co. Restructuring, deregulation,
{Surrebuttaly Industrist Energy stranded cosls, regifatory
tsars Group assels, lisbilities, nuclear
and fossil decommissioning,
Hey  RO973981 PA West Penn Power West Pean Restructuring, deregulation,
industria! intetvenors Power Co stranded costs, regulalory
assels, lizbilites, fossil
decommissioning, fevenue
senuirements, secunfization.
1997 RO7TH04 PA Dugussne Industial Dunwesne Light Co Restructuring. deregulalion,

Itervenors

sbranded costs. regidatory
assets, liabilifes, nuclear
and fossil decommissiening,
revenue requirements,
secyritizalion.
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Date  Case  Jurisdict. Party Utility Subject
1297 R.973981 PA West Pann Power West Penn Reslruciuring. dereguiation,
{Surrebuttal) {ndustria Infervenors Power Co. stranded costs, regulalory
assets, liabilities, fossil
decommissioning, revenue
requirements
1287 R-974104 PA Duguesne industial Duquesne Light Co. Restructuring, deteguiation,
{Surebuital} inferveno!s stranded costs, regulatory
assets, iabilities, nuclzar
and fossil ecommissioning.
revenue requirements,
securifization
1198 U-22491 LA Louisiana Public Entergy Gulf Allogation of regulaled and
{Sunebutial} Service Commission States, Inc nonregulated costs,
Staft other revenue
requirament issues
il 8774 MD Westvaco Polomac Edison Co Mexger of Duquesns, AE, customer
safeguards, savings sharing
398 122092 LA Lowisiana Public Enfergy Guif Restructuring, siranded costs,
{Allocated Seivice Commission Stales, Inc regulalory assets, securitization,
Slranded CoslIssuss} Staff reguiatory mitigation.
308 83904 GA Geongia Natural Adianta Gas Restructuring, unbundiing,
Gas Group, LightCo siranded cosls, incentive
Geongia Texils reguiation, revenue
Manufaciurers Assoc requirements
398 4)-22082 LA Louisiana Public Enlergy Guif Restructwring, stranded cosls.
{Allocaled Servics Commission Siales, Inc reguiatory assels, securilization,
Stranded Cost Issues) Staff regutalory mitigation
{Surrebuttal)
/98 97.506 ME Maine Office of the Bangor Hyd:o- Reslructusing. unburdiing, siranded
Public Advocate Eleclric Co. costs, TED revenue requirements
1088 93554 GA Georgla Public Sanvice Georgia Power Co. Affliata fransactions
Commission Adversary Staff
10/98 U735 LA Louisiana Public Cajun Eleclric G&T cooperative ratemaking
Service Commission Power Cooperative policy, other revenue requirement
Staff Issues,
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Date Case Jurisdict Party Utility Subject
1408 U-23327 LA Louisiana Public SWEPCO, CSW and Merger policy, savings sharing
Service Commission AEP mechanism, affiiate ransaclion
Staff conditions
1298 1)-23358 LA Louisiana Public Entergy Gulf Alincation of requlated and
(Direct} Senvice Commission Stales, Inc. noaregudated costs, tax issues,
Staff and othes revenue requirement
iSsLes.
12/98 98577 ME Maine Office of Maine Public Restrscluring, unbundling,
Puglic Advocale Sevice Co. stranded cost, T&D revenus
requirements
1/9e 88-10-07 cT Connectipit Industrial United Hiuminaling Stranded costs, investment tax
Eneryy Consumers Co. credits. accumulated deferred
income taxes, excess defered
income laxes.
353 1123358 LA Louisiana Public Entergy Gulf Attocatien of regulated and
{Surrebutial) Service Commission States, Inc. nenregulaled costs, tax issues,
Slaff and other revenue requirement
fssuas.
Rl 28.474 KY Kenluchky Industial Louisvile Gas Revenua requirements, allemative
Utiity Cuslomers, Inc and Electric Co formns of regulation
3/99 98426 KY Kentucky Industrial Kenlucky Ulilities Revenug requirerients, allernative
Utility Customars, Int Co forms of regulation
3199 g9-082 KY Kenlucky industial Louisville Gas Revenus requirements.
Utility Customers. lne and Electric Co.
398 99.083 KY Kentuchy Ingustiat Kentucky Ulilities Revenue requirements.
Ulilify Customers, Inc Co.
il 23358 LA Louvisiana Public Entergy Gulf Aflocation of regulaled and
{Supplementa Service Commission States, Inc rorvegudated cosls, fax issues,
Surrebutial) Siaff and other revenue requirement
issLes.
A5 99-03.04 CT Conrecticut Industriat United lluminating Regulalory assels and liabilities,
Energy Consumers Co. stranded costs, recovery
rmechanisms
4198 99.62.05 cT Cornrectiout Industiat Connecticut Light Reguiatory assats and liabiifes
Ulility Customers end Power Co stranded costs, recovery

mechanisms
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Date Case Jurisdict. Party Utility Subject
5199 98-426 KY Kenlucky Industrial Louisvilla Gas Revenua requirements
99-082 Litility Gustomers, Inc ard Eleclric Co.
(Addilional Direct)
599 98474 KY Kentucky ladustdal Kentucky Utiities Revanue requirements
99083 Lfility Customers, Inc Co.
{Additional
Direct)
5/99 98425 KY Kemucky Industrial Louisville Gas Allemative regulation
98474 Lty Cuslomers, nc and Electric Co and
(Respansa to Hentucky Utilities Co.
Amended Applicalions)
99 97-5% ME Maine Office of Bangor Hydro- Request for accounting
Public Advecala Electric Co. order regarding electric
industry restructoring costs
689 1-23358 LA |.ouisiana Public Entergy Gulf Affilizte transactions,
Public Service Comm Stales, inc. cost allocations
Staff
7193 994335 ct Coanecticut United Hurninating Stranded cosls, requiatory
industriat Energy Co. assels, tax effects of
Consumers asset divesliture.
719 U-23327 LA Lovisiana Public Southwestem Electic Merger Settlemant and
Service Commission Power Co., Cendrat Stipulation
Staff and South West Corp,
and Amefican Electic
Power Co.
7199 97-596 ME Maine Office of Bangor Hydro- Restructiring. uabundling, stranded
Surrebyttat Public Advosate Eiectiic Co. cost, T&D revenue requiremenis
754 980452 wv West Virginla Energy Monongahela Power, Regquiatory assets and
EGI Lisers Group Potomac Edison. Habilities.
Appalachian Power,
Wheafing Power
8159 98-577 ME Maine Offica of Maine Public Restructuring, wabundling,
Surrebutiat Public Advocate Senvice Co, siranded costs, T&D revenue
requirements
8193 98428 KY Kenlucky Industrial Lowsville Gas and Revenue requiements
89.082 Utiity Cuslomers, Ing EleclicCo
Rebullal
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Date  Case Jurisdict. Party Utility Subject
8199 98-474 KY Kentucky industriat Kentucky Utliles Go. Revenue requirements.
98-083 Utility Customers, Inc.
Rebuttal
8198 98-0452- Wy West Virginia Energy Moriongahela Power, Regulatory assets and
E-Gt Usars Group Potomac Edison, liabilities.
Rebuttal Appalachian Power,
Wheelng Power
1009 U-24182 LA Loulsiana Public Entergy Gulf Allocation of regulated and
Direct Service Commission Stales. Inc romegilaled costs, affiliats
Slaft trangactions, tax issues,
and ofher revenue requiremant
issues.
M"Mea 1527 X Dallas-Ft Worth TXU Eleckic Restucturing, stranded
Hosgitat Gounci and costs, laxes, securitization
Coaliion of Independent
Colleges and Universities
1489 U-23358 LA Lovisiena Public Entergy Gulf Service company affilale
Surebuttal Service Commission States, inc Iransaction costs.
Affiliate Slaff
Transaclions Review
0400  88-1212.EL-ETPOK Graater Cleveland First Energy {Clevaland Historica! review. stranded costs,
98- 3-EL-ATA Growth Association Electric luminating, regulatory assets, liabilites.
99-1214-EL-AAM Toledo Edison)
0100  U-24182 LA Louisiana Public Entergy Gulf Afiacation of regufated and
Sumehutial Service Commission States, Inc. norregulated costs, sffiiate
Siaff fransactions, tax lssuss,
and other revenue requirement
issues
0500 2000107 KY Kentucky kndustrial Kenlucky Power Co ECR surcharge roll-in o base rates
Utility Cusfomers, Inc
05100 124182 LA Louisiana Public Enlergy Gull Affifiate expense
Supplemental Direct Service Commission Stales, inc proforma adiustments
Staft
0500 A-110550F0147 PA Philadelphia Area PECO Enary Merger between PECO and Unicom

tndustial Energy
Users Group
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Date Case Jurisdict, Party Utility Subject
07 22344 X The Dalas-Fart Worlh Slglewide Generic Escalation of O&M expenses for
Hosgilal Council and The Pioceading urburdled TED revenus requirements
Coslition of Independent in projected test yaar
Calleges and Universities
0500 99-1658- CH AK Steel Com. Cincinnati Gas & Electic Co.  Regulalory transificn costs, including
ELETP reguiatory assels and fiabilities, SFAS
108, ADIT. EDiT, ITC
O7ic0  U-21453 LA Loulsiana Public SWEPCO Stranded oosts, regulalory assels
Servica Commission and liabilities
0800  U-24064 1A Louisiana Public CLECO Affiliala transaction pricing ralemaking
Service Commission principles. subsidization of nonreguiated
Staff alfitales, ralemaking adjustments
06 PUCRIS0 TX The Dallas-Ft Worth X4 Electric Co. Reslrueturing, TAD revenue
SOAH 473001015 FHospital Councit and requirernents, mitigation,
The Coalition of regulatory assats and liahifities.
Intependent Colleges
And Universities
1000 R00974104 PA Duquesne ladustrial Duguesne Light Co. Firal accounting for sianded
Affdavit intervenors costs, Including treatment of
auction proceeds, laxes, capital
costs, switchback costs, and
extess pensicn funding
1400 PLO0BIB37  PA Metmpolian Edison Melropelitan Edison Co. Final accounting for stranded cosls,
R-00974008 Industrial Users Group Pennsylvania Electric Co. including treaiment of auction proceeds,
P-50001838 Penelec Induskial taxes, regulalory assets and
R-00974009 Custormer Alliance Habiliies, {ransaction costs.
12000  U-21453, LA Louisiana Public SWEPCO Siranded cosls, regulatory assels
4-20925, 1}-22002 Senvica Commission
(Subdocket C) Slaff
Surrebuttal
0101 U-24993 LA Leuistana Public Entergy Gulf Allocation of regulated and
Direct Senvice Commission States, Inc. nenreguiated costs, lax issues,
Staff and other revenus requirement

isstes
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Date Case Jurisdict. Party Utliity Subject
a1 L4-21453, 1A Lotistana Public Entargy Guif Industry restructuring, business
{)-20825, U-22092 Sevice Commission Slates, Inc. saparation plan, erganization
{Subdocket B) Staff structure, hold harmless
Surrebutial candilions, financing.
o1 Case No. KY Kentucky tndustrial Louisville Gas Recovery of enviroamentat costs,
2000-386 Utility Cuslomers, inc & Efeclric Co. swrcharge mechanism
o1/01 Case No KY Kentucky Industial Kentucky Recovery of environmental costs,
2000439 Uity Cuslomers, e ttilities Co syrcharge mechanism
0201 A-Y10300F0095 PA Met-Ed industrial GPi, Inc Merger, savings, reliability
A-110400F0040 Users Group FirsiEnergy Corp/
Penelec Industdal
Cuslomer Alliance
031 POOODIBB0  PA Met-Ed industriat Metropolitan Edison Recaovery of costs due te
P-00001861 Users Group Co. and Pennsylvania provider of [asl resort obligation
Penetec Industrial Electric Co.
Cuslomer Alliance
04101 L-21453, tA Lowisiana Fublic Entergy Guif Business separation plar:
U-20925, Public Service Comm Slates, Inc settternent agresment on overall plan
U-22092 Staff stcture
(Subdocke! B)
Settlemant Term Sheet
04101 U-21453, LA L ouisiana Public Entergy Gulf Business separation plan:
4)-20825, Public Service Comm Stales, inc agreemarnis, hold hanmiess condilions,
U-22092 Staff separations methodology
(Subdocke! B
Contested Issues
05/01 (121453, LA Louisiana Public Enlergy Gulf Business separation plan:
U-20025, Public Service Comm. Stalss, Inc. agreaments, hold harmless conditions,
{J-22002 Siaff Separalicns methodology
{Subdocket B)

Conlesied lssues

Transmission and Distrbution

Rebuttal
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Date Case  Jurisdict. Party Utitity Subjact
07101 U-21453, LA Louisiana Pubiic Entergy Guif Business separafion plan: ssttlement
120825, Public Service Comm Stales, inc agreement on TED Issues, agreements
3-22092 Slaff necessary lo implemerst TEL) separations,
Subdocket B hold harmless condifions, separafions

Transmission and Distribution Term Shegt

1001 14000-U

11801 1431140
Direct
Parel wilh
Bolin ¥lings

101 U-25687
Direct

0202 25230

0202 U-25687
Surehuttal

03102 143114
Rebutiat
Panel with
Bolia Killings

03/02 143114
Rebutiat
Panel with

GA

GA

LA

T

LA

GA

GA

Micheliz L. Thebed

0302  001148.El

G402 U-25687
{Supplementat Surrebuttal)

FL

LA

0402 U-21453,1-20925

and U-22082

Geongia Public
Senvice Commission
Adversary Siaff

Georgia Public
Service Commission
Adversary Slaff

Louisizna Public
Service Commission
Stafl

Daitas FL-Worth Hospilal
Council & the Coalition of

Georgia Power Company

Allanta Gas Light Co.

Entergy Gulf States, inc

TAU Electric

Independent Colleges & Universiiies

Lovisiana Public
Service Commission
Staff

Georgia Public
Setvice Commission
Adversary Staff

Geongia Public
Service Commission
Advessary Slaff

Soulh Florida Hospital
and Healthcare Assoc

Louisiana Public
Sewice Commission

Lauislana Public
Senvice Commission

Entemy Guif Stales, ins

Allanta Gas Light Ca.

Alianta Gas Light Co.

Flosida Power & Light Co,

Entergy Gulf Stales, Inc.

SWEPCO

methodology

Revenue requirements, Rate Plan, fusl
ciause fecovesy

Revenug requirements, revenue forecast,
ORM expense, depretiation, plant additions,
cash workding capilal

Revenue fequirements, capital struciure,
gllocation of requlaled ang nosregulated costs,
River Bend uprale.

Slipulaticn. Regulatory assets,
securitization financing

Revenue requirements, corporale franchise
tax, conversion to LLC. River Band uprate

Revenue requirements, eamings sharing
plan, service guality slandards

Revenue requirements, ravenue forecast.
OBM expense, depreciation, plant additions,
cash working capilal

Revenue requirements  Nuclear
life axtension, slorm damage actruals
and reserve, cagilal structure, Q&M axpense

Revenue reguirements, corporate franchise
lax, convession 1o LLC. River Bend uprale.

Business separation plan, T&D Temn Sheet,
separations methodologles, hold hanmless
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Date Case  Jurisdict. Party Utitity Subject
{Subdocket C) Staff conditions.
08102 ELO1- FERC Leutsiana Public Entergy Services, Inc. Syslem Agreement, production cost
88-600 Service Commission and The Enlergy Operaling  equalization. tasfis.
Companies
0Bi02 125888 LA Lowdsiana Public Enfergy Gulf States, Inc System Agreament, production cosl
Service Commission and Entergy Louistana, Inc  disparilies, pudence
Stalf
oz 20020024 KY Kentucky Industdal Kentucky Utiiities Co. Line fosses and fuef clause recovery
200200225 Utiities Customers, (nc Louisville Gas & Electric Co. associaled with off-syslem sales
gz 200200146 KY Kentucky Industrigt Kenlucky UHilities Co Environmental compliance costs and
2002-00147 Utiltties Customers, Inc Lowisvite Gas & Eleclic Co, surcharga recovery
0303 200200169  KY Kanlucky industiaf Kentucky Power Co. Enviionmental compliance costs and
Utiiiies Customers, tnc surcharge tecovery
0403 200200478 KY Kentucky industnal Kentucky Utitties Co. Extension of marger surcredit,
2002-00430 Utility Customers, Ing Louisville Gas & Fleckic Co.  Baws in Companies' sludies
0403  U-26527 1A Louisiana Public Entergy Gulf States, Inc Revenus requirements, corporate
Sewvice Commission franchise tax, conversion fo LLC,
Staff Capital strugture, posd lest year
Adjustments.
06103  ELOT- FERC Louisiana Public Enfergy Services, inc System Agreement. production cost
88-000 Service Commission and the Entergy Operaling equalizalion, tarffs.
Rebultat Companiss
08/03 200300088  KY Kentucky industrial Kentucky Utilities Co. Environmenlal cost recovery,
Utility Customers carection of base rale error
1103 ER03-753-000 FERC Louistana Public Enlergy Services, Inc Unit power purchases and sale

Senvica Commission

and the Entargy Operating
Companies

cost-based tariff pursuant fo Syslem
Agrsemant
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Date Caso Jurisdict, Party Utllity Subject

1103 ER03-583-000. FERC Louisiana Fublic Entergy Services, Inc.. Unit power purchase and sale
ER03-583-001, and Sarvice Commission the Entergy Operating agreaments. conlractual provisions,
ER03-583-002 Comparies, EWO Markel-  projected cosls, levelized rales, and

Ing, L, and Entergy formuia rates

ER03-661-0C, Fower, Inc

ER03-681-001

ER03-682-0G0,

ER03-682-001, and

ER(3-682-002

ER03-744-000,

ER03-744-001

[Consolidated)

12003 U-26527 LA Louisiana Public Entergy Guf Statss, Inc. Revenue tequirements, corporsie
Surebuttat Service Commission franchise tax, ¢onversion to LLC,

Staff Cagpital structure, post test year
adjustmenis

1203 20030334 Ky Kentucky Indusirial Kertucky Utities Co. Earnings Shating Mechanisrm,

20030335 Utility Cuslomers, In Louisville Ges & Electric Co.
1203 U-27136 LA Louislana Putlic Entergy Louisiana, inc Purchased power condracls
Service Commission between affiliales, lerms and
Staff conditions.

03104  U-26527 LA Louisiana Public Entergy Gulf States, inc Revenue requirements, corporate
Suppigmental Service Commission franchise lax, conversion to LLC,
Surrebutial Staff capitad structure, post lest year

adjusiments

03/04 200300433 Ky Kenlucky industriat { oulsvilla Gas & Efeciric Co. Revenue requirements, deprecialion rates,

Utility Customers, inc. Q&M expense, deferrais and amortization,
eamings sharing mechanism, merger
sucredit. VDT surcradil

03104 00300434 KY Kentucky Industrizl Kentucky Utifiies Co. Revenue requirements, depreciation rales.

Utility Customers, Ing Q&M expense, deferrals and amortizalion,
eamings sharing mechanism, merger
surcredit, VOT surcredi

0304  SOAHDocket TX Cities Served by Texas- Texas-New Mexico Stranded costs frue-up, indluding
473.04-2459, New Mexico Power Co, Power Co. including valation issues,

PUC Docket ITC, ADIT, extess eamings
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Date Case Jurisdict. Party Utility Subjact
29206

05104  (4-169- OH Ohio Energy Group, Inc. Columbus Southern Power  Rale slabilization plan. deferrals, TED
EL-UNC Co. & Ohio Power Co. rate increases. eamings

0804  SOAH Docket TX Housten Council for CenlerPoint Stranded costs lrug-up, Including
473-04-4555 Health and Education Energy Houston Eleclric valustion issues, ITC, EDIT, excess
PUG Dockat miigalicn credits, capacity auclion
29526 Inte-up reventes, Interest

08/04  SOAHDocket TX Houston Council for CenterPoint Inlerest on stranded cost pursuant o
473.04-4556 Health and Educalion Enemy Houston Electic Texas Supreme Court remand
PUG Docket
29528
{Suppl Direct)

09/64  DocketNo LA Louisiana Public SWERCO Fuel and purchased power expenses
U-23327 Service Commission recoverable through fuel adjustment clause,
Subdocket B Staff Irading acliviiles, compliance with derms of

vanous LPSC Ordars.

10/64  DocketNo LA Louistana Public SWERCO Revenus requirements
U-23327 Servica Commission
Subdocket A Slaff

1204 CaseNo. KY Gallatin Steel Co. East Kenfucky Power Environmenlal cost recovery. gualified
2004-00324 Cooperative, Iac, cosis, TER requiremnends, cost aliocation
Case No. Blg Sandy Recc, efal.

200400372
0105 30485 ™ Housten Couneil for CenlerPoint Energy Stranded cost tue-up Including regulatory
Health and Education Houston Efectric, LLC Cenilral Co. assels and Fabilfies, iTC, EDIT.
capacity auction, proceeds, excess miligation
credils, relrospective and prospective ADIT
0205 186384 GA Geomia Pubiic Allanta Gas Light Co. Revenue requirements
Servica Commission
Adversary Staff
02105 186384 GA Georgia Public Allarda Gas Light Co. Comprehensive rale plan,
Panel with Service Commission pipeting replacement program
Tony Wackedy Adversary Staff surcharge, performance based rate plan

02105 18638-U GA Georgla Public Allania Gas Light Co Energy conservalion, economic
Fanel wilh Service Commission developmend, and tariff issues
Michelle Theber! Adversary Staff

J. KENNEDY AND ASSOCITATES, INC.
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Lane Kolien
As of September 2008
Date Case Jurisdict. Party Utility Subject
0305  CaseNo. KY Kentucky Indusirial Kenlucky Uliliies Co Environmental cost recovery, Jobs
200400426 Utility Customers, Inc Louisvifie Gas & Electic Creation Act of 2004 and § 199 deduction,
Case No excess common equily ratio, deferral and
2004-00421 amortizalion of nonrecuriing OBM expense
0605 200500088  KY Kenlucky Industdal Kentucky Power Co Enwvironmental cost recavery, Jobs
Utitity Customers, inc. Creafion Act of 2004 and §199 deduction.
margins on allowances used for AEP
syslem sales
06/05  050045-B4 FL South Florida Hospital Florida Power & Storm damaga expense and reserve,
and Heallthcare Assoc. Light Co. RT0 costs, O8M expense projections,
refum on equity performance incentive,
capital structure, selective second phase
post-lest year rate increase
0dos 3086 TA Aiianca for Valley AEP Texas Stranded cosl rus-up Including regufatory
Healthcare Cantral Co. assels and fiabilites, ITC, EDIT, capacity
auclion. proceeds, excess mitigation credils,
refospective and prospectiva ADIT
09/05 20288.U GA Geomia Public Atmos Energy Comp Revenue requirsments, miln of
Service Commission surcharges, cost recovary through surcharge,
Advemsary Slaff reporling requirements
(19/05 20258-U GA Geomgia Public. Alrnos Ensrgy Comp Affiliate ransactions, cost aliocations.
Pangl with Service Commission capitalization, casl of dabl
Victorla Taylor Adversary Staff
1005 0442 DE Delaware Public Service Artesian Water Co. Affocation of fax nel operating losses
Commission Staff between regulated and unregulated.
1405 20050035 KY Kenfucky Industrial Utiity Hentucky Ulilities Co. Workforce Separation Program cost
200500352 Customers, In¢. Louisville Gas and recovery and shared savings thrauigh
Eiectric Co. YOT surcredit
0106 200500341  KY Kentucky Industrigt Kenlucky Power Co. System Sales Clause Rider, Environmentat
Utility Cuslomers, Inc Cost Recavery Rider. Net Congestion Rider,
Storm damage, vegetation management
program. deprecialion, off-syslem sales,
maintengnca nommatization, pensien and
OPEB
0306 31994 TX Cities Texas-New Mexico Stranded cost recovery through
0506 31994 Fower Co. compelition transition or change
Supplamental Retrospective ADFIT. prospective
ADFT

1. KENNEDY AND ASSOCIATES. INC.
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As of September 2008
Date Case Jurisdict. Party Utitity Subject
oane  U-21483, LA Louisiana Public Entergy Gulf Slates, Inc. Jurisdictional separation plan
120925, Senvice Comimission
U-22092 Slaff
KLt NOPRReg  IRS Alliance for Valley AEP Texas Central Proposed Regulations affecting flow-
104385.0R Health Care and Houston Company and CenterPioint  through {o ratepayers of excess
Council for Heallh Education Energy Houston defered Income taxes and invesiment
Eleciric Tax credils or genaralion piant that
15 sold or deregulated.
4106 25116 LA Lowuisizna Public Entergy Lowisiana, Inc 2002-2004 Audit of Fuet Adjusiment
Sewvica Commission Clause Filings. Affiliale fransactions
Staff
0705  RDO0BE13668, PA Met-Ed ind Users Group Metropolitan Edison Co. Recovery of NUG-relaled stranded
Et at Pennsylvaria ind. Pennsylvania Electric Co costs. govamment mandated programs
Customer Alliance costs, storm damage cosls
07106 U-23327 LA |.ovisiana Public Southweslem Ravenue requirements, formula
Senvice Commission Electric Power Co. rate plan, banking proposat.
Staff
0B/0B 121453, LA |.puisiana Public Enlergy Guif Jurisdictional separation plan.
U-20925 Senvice Commission States, Inc
1j-22082 Stalf
{Subdockat &)
1306 050VHD3-3375 CH Various Taxing Authorities Slale of Ohio Depardment Accounting for nuclear fuel
Frandin County (Non-titility Proceeding) of Revene assemblies as manufaciured
Court Affidavit equipment and capitalized plant
12006 U233 LA Louisiana Public Southwestem Electric Ravenue requirements, formula
Subdacket A Service Commission Power Co tale plan, banking proposal
Reply Testimony Staff
0307 U-28764 LA Loulsiana Public Entergy Gulf States, inc., Jurisdictianal allocation of Entergy
Service Commission Enlergy Loulsiana, LLC Systemn Agreemen! equalization
Staff remedy regeipls
0307 33308 TX Cities AEP Texas Central Co. Revenue requirements, including
fractionalization of fransmission and
distribution costs.
0307 33310 X Cities AER Texas North Co. Revenue requirements, including

fraclionalization of fransmission and
distribution costs.

J. KENNEDY AND ASSOCIATES, INC.
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Lane Kollen
As of September 2008
Date  Case Jurisdict, Party Utility Subject
0307 200600472 KY Kentucky Indusinal East Kentucky Interim rate increase, RUS loan
Utility Customers, Inc Power Cooparalive covenants, credit facility
requirements, financial condition
03107 4-29157 LA {ovisiana Public Cleco Power, LLC Permanent {Phase ) storm
Service Commission damage cos! recovery
Staff
407 (529764 LA Loulsiana Fublic Energy Gulf Slales, ing Jurisdictional allocation of Enlergy
Supplemental Senvice Commission Ertergy Louisiana, LLC System Agreement equalfzation
And Stalf remedy receipls
Rebudtal
84007  ER07682000 FERC Louisiana Public Entargy Services, Inc. Allocation of intangible and generaf
Affidavit Service Commission ang the Entergy Operating plant and A&G expenses lo
Companies production and state income fax
elfecls on equalization remedy
recelpls
0407  EROT684-000 FERC Louisiana Public Enlergy Sewvices, Inc Fuel hedging costs and compliance
Alfidavit Servica Commission and the Enlerny Operating with FERG USOA
Companies
0507  ER07-682-000 FERC Louislana Public Entery Services, Inc Allocation of intangible and general
Affigavit Service Commission and the Entergy Operaling plant and A& expenses {0
Companles production and aceount 824
effecis on MSS-3 equalization remedy
payments and receipls
0607 U-20764 LA Lovislana Public Entergy Louistang, LLC Show cause for viplating LPSC
Service Commission Entergy Gulf Stales, Inc Order on fue! hedging costs.
Staff
07/07 200600472  KY Kentucky indusirial Utility Eas! Kanlucky Power Revenue requirements, post lesl year
Customers, Inc Cooparalive adjustments, TIER, surcharge revenuss
and costs, finangial need.
0707  ERO7-G55-000 FERC Louisiana Pubiic Entergy Services, inc Statm damage cosls related to Humcanes

Aflidavil

Service Commission

Katrina and Rita and effects of MSS-3
equalization: payments and receipls

J. KENNEDY AND ASSOCIATES. INC.
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Lane Kollen
As of September 2608
Date Case Jurisdict. Party Utility Subjact
1007 05UR103 W Wisconsin (ndusirial Wisconsin Eleclric Power Revenue reguirements, casying charges
Direct Energy Group Company on CWIP, amortization and retum on
Wisconsin Gas, LLC regulalory assels, working capifal, incenlive
compensalion, use of sale base in liew of
capitalization, gquanlification and use of
Paint Beach sale proceeds.
1607 GRUR103 W Wisconsin Industrial Wisconsin Eleclric Power Revenue requirements, carrying charges
Surrabufiat Energy Group Company on CWIP, amortization and relusn on
Wisconsin Gas, LLC regulatory assels, working capifel, incenlive
compensalion, use of rate base in lisu of
capilafization, quantificalion and use of
Point Beach sala proceeds.
10/07 250600 GA Georgia Public Service Geargia Power Company Affiliale costs, incentive compansation,
Direct Commigsion Public consofidated income laxes, §199 deduction
Inlerest Adversary Stalf
1107 06-0033ECN WV West Virginia Energy Users Appalachian Power Company |GCC surchame during constuction period
Ditect Group and postin-service dale.
1107 ERD7-682:000 FERC Lovigiana Public Sevice Entergy Senvices, Inc Funclionalization and allocation of
Direct Commission and the Entergy Operaling  intangible and general plant and ARG
Companies expenses
0108  ER07-682-000 FERC Louislana Public Service Entergy Senvices, Inc. Fuctienalization and aflocation of
Cross Answering Commission and the Entergy Operaling  intangible and general plant and ARG
Companies expenses
0108  07-551-EL-ARR OH Ohio Energy Group, Inc Ohlo Edison Company, Revenue Requirements
Direct Cleveland Electiic
Hiumisating Company.
Taledo Edison Company
0208  ER07-956-000 FERC Louisiana Public Service Entergy Services, Inc Functionalization of expanses in account
Direct Commission and the Entergy Operaling 923 slorn damage expense and actounts
Comganies 924, 2281, 182 3, 254 and 407 3; tax NOL

carrybacks in account 165 and 236; ADIT;
nuclear service lives and effeci an
depreciation and decommissioning

J. KENNEDY AND ASSOCTATES. INC.
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Lane Kollen
As of September 2008
Date  Case  Jurisdict. Party Utllity Subject
0308  ERO7-856-000 FERC Laulsisna Public Service Enlemy Services, Inc. Functionalization of expenses in account
Cross-Answering Comrnission and the Enlergy Operaing  923; slorm damage expense and acGounls
Corpanies 924, 228 1, 182 3, 254 and 407 3; tax NOL
carrybacks in accoun! 165 and 236; ADIT,
auclear service kves and effect on
depreciation and decommissioning.
04/08 200700562  KY Kenfucky Industdat Utility Kanfucky Utilities Co. Marger surcretit.
And 2007-G0563 Cuslomers, in. Loutsvile Gas and
Electric (o
04108 26837 GA Georgla Public Service SCANA Energy Reta Nist complaint.
Direct Commisslon Staff Marketing, inc.
Panef wilh
Thomas K. Bond,
Cynthia Johnsen,
Michelle Thebert
0508 28837 GA Georgia Public Service SCANA Energy Rule Nisl complaint
Rebuttat Commission Slaff Marketing, Inc
Panel with
Thomas K Bond,
Cynihia Johnson,
Michelie Thebart
05/08 26837 GA Georgia Public Service SCANA Enemy Rula Nist complaint.
Supplemental Commission Staft Marketing, Inc
Rebuttal
Panet with
Thomas K. Bond,
Cynihia Johnson,
Michelie Theberl
0608 200800115 KY Kentucky Industeial Uity East Kenlucky Power Environmental surcharge recovesies,
Customers, inc Cooparalive, Inc inct costs recovered in existing rates, TIER
o708 27183 GA Georgla Public Servica Almos Energy Corp Revenua requirements, inc! projected test
Direct Commission Public year rale base and expanses
Interes! Advocacy Stafl
o7icB 27163 GA (Georgia Public Sewvice Almos Energy Corp Affiliale transactions and division cost
Panel with Commission Public allocations, capital structure, cosd of detit
Vicloria Taylor Interest Advocacy Staff
08/0B  GEBO-CE-170 Wi Wisconsin Industrial Energy Wisconsin Power and Neison Dewey 3 or Colombia J fixed
Direct Groug, Ing Light Company financial parameters
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CWIP in rate base, labor expenses, pension
expense, financing. capital stuclure,

Prudence of Weston 3 culage, incentive
eompensalion, Crane Creek Wind Farm
incrementat revenug requirement. capital

Prudence of Weslon 3 culage, Seclion 19¢

of
f.ane Kollen
As of September 2008
Date Case Jurisdict. Party Utitity
0B/08  6680-UR-116 Wi Wisconsin Industrial Energy Wisconsin Power and
Diract Group, inc Light Company
gecaupling
08/08  GBBO-UR-116 W Wiscansin Induslial Energy Wisconsin Power and Capila] structure
Rebuttal Group, [nc Light Company
00/08  BEBO-UR-118 Wi Wiscansin Induslial Energy Wisconsin Public Service
Direct Group, Ine Corp.
struclure
09/08  6630-UR-1186 Wi Wiscansin Industrial Energy Wisconsin Public Service
Surrebuttat Group, Inc Com. deduction.

J. KENNEDY AND ASSOCIATES. INC.
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KENTUCKY UTILITIES COMPANY

CASE NO, 2008-00251
CASE NO. 2007-00565

Response to Second Set of Data Requests of the
Kentucly Industrial Utility Customers, Inc.
Dated September 24, 2008

Question No. 2.18

Responding Witness: 8. Bradford Rives / Paul W. Thompson / Lonuie E. Bellar

Q-2.18 Refer to the KU's response to PSC 1-34

a

b.

C.

d

A-2.18. a

Please provide a detailed description of EEI
Please provide a history by year of KU's investment in EEL
Please provide a history by year of KU’s earnings from EEI

Please explain why KU records the income ffom EEI in “Other Income Less
Deductions ™

EEI was formed in the early 1950's by several independent sponsoring
companies, including:

Union Electric Company (UE)

Central 1llinois Public Service Company (CIPS)
Itinois Power Company (IP)

Kentucky Utilities Company (KU)

Middie South Utilities, Inc.

Each company purchased stock in the newly formed company. EEI was
formed for constructing, owning and operating the electric generating plant
in Joppa, llinois to pravide power to a gaseous diffusion uranium plant
owned and operated by the United States Atomic Energy Commission
(AEC) near Paducah, Kentucky. Construction began on the 1,000 MW
plant in 1951. Plant start-up occurred in 1954 and the plant reached full
operation in the summer of 1955. At that time the sponsoring companies
purchased any excess power produced by the plant beyond the energy
required by the AEC pursuant to a purchase power agreement with a definite
term. EEI generated 1,000 MW of electric capacity at its coal-fired power
plant in Joppa, Illinois, and 55 MW at it natural gas fired facility at the same
iocation. Today, Missouri-based utility holding company Ameren Energy
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holds an 80% stake in EE] and Kentucky Utilities (a subsidiary of E.ON
U.8.) owns the remaining 20% of the company.

The gross capacity of the plant is currently 1,162 MW  Of that total, 1,086
MW is from the coal fired Joppa facility and 76 MW is combuslion turbine
capacity from Midwest Electric Power Inc. By contract, EEI sold its energy
to AEC and the sponsoring companies at cost based rates until the expiration
under its terms at the end of 2005 In late 2005, as a majority shareholder,
Ameren Energy voted to sell this power into the market rather than to
sponsoring companies beginning in 2006. KU receives equity in carnings
from 20% of the net income of EEL. KU also receives 20% of the cash
dividends that are declared and paid by EEL

In 1951, the Company's original invesiment was $350,000. In 1953 and
1958 the Company invested $270,000 and $675,800, respeclively. Since
then, the investment has been $1,295,800.

Kentucky Utilities Company
Earaings from EEI*

Year Earnings
1698 $2,167,436
1959 2,333,723
2000 2,242,280
2001 1,802,856
2002 6,967,101
2003 3,644,247
2004 2,559,212
2005 2,256,843
20006 29,405,773
2007 26,358,781
Aprii 30, 2008 -
Year to Date 9,877,611

* Data provided is for the test year and the ten years previous thal was
readily available.

. The investment in EEI has never been included in ufility capitalization at
KU. Comespondingly, the earnings from EET are recorded below the line in
“Other Income Less Deductions.” KU records the eamings on its
investments in EEI on the equity method of accounting. KU records its
share of EEI's net income each period in proportion to KU’s ownership
percentage (20%). These amounts have been reported as “Other Income
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Less Deductions” in KU’s reports filed with the Commission based on the
Commission's Uniform System of Accounts {(USofA). The Code of Federal
Regulations indicates account 418 1 “shall include the utility’s equity in the
earning or fosses of subsidiary companies for the year”, which is included in
“Other Income” in the FERC Statement of Income for the Year.
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KENTUCKY UTILITIES COMPANY
CASE NO, 2668-00251

Response to First Data Request of Commission Staff
Dated July 16, 2008

Question No. 34

Responding Witness: Shannon L. Charnas

Q-34  Provide a schedule showing for the test year and the year preceding the test year,
with each year shown separately, the [ollowing information regarding KU's
investments in subsidiaries and joint ventures:

a.

b.

MName of subsidiary or joint venture.
Date of initial investment.

Amount and type of investment made for each of the 2 years included in this
response.

Balance sheet and income statement. Where only internal statementis are
prepared, furmish copies of these.

A separate schedule of all dividends or income of any type received by KU
from its subsidiaries or joint ventures showing how this income is reflected in
the reports filed with the Commission and stockholder reports.

Name of each officer of each of the subsidiaries or joint ventures, each
officer’s annual compensalion, the portion of that compensation that is
charged to the subsidiary or joint venture, the position each officer holds with
K17, and the compensation received from K{J.

A-34. Investment ]l of2

Electric Energy, Inc. (EEI)

KU invested in the formation of EEl when 1t received its charter from the
State of Ilinois in December 1950

No investments were made in EE] by KUJ during the 2 years included in this
response.
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See Attachment 1 containing financial statements for EEl including
Statements of Income for the twelve months ended April 30, 2008 and 2007
and Balance Sheets as of April 30, 2008 and 2007.

KU records its enrnings on its investments in EE] on the equity method of
accounting. KU records a share of EEI's net income each period in proportion
to KU's ownership percentage (20%). KU has recorded $28,622,539 and
$27,727,348 in income for the 12-months ended April 30, 2008 and 2007,
respectively. These amounts have been reported as “Other Income Less
Deductions” in XU's reports filed with the Commission and as “Equity
Eamings in EEI” in stockholders reports.

Officers: R. Alan Kelly Chairman of the Board
Robert L. Powers President
Williams H. Sheppard Vice President
James M. Helm Secretary-Treasurer

None of the officers of EEI are officers or employees of K1

None of EEI's officers receive compensation from KU nor is any portion of
their salaries charged to KU. EEI@'s officers’ salaries are charged internally by
EEI as expenses against EEI's revenues to amive at net income. The
compensation paid to these officers by EEI is not available to KUJ.

A-34. Investment2of 2

a.

b.

Ohio Valley Electric Corporation (OVEC)
KU's original investment in QOVEC was made in 1952.

No investments were made in OVEC by KU during the 2 years included in
this response.

See Afttachment 2 containing financial statements for OVEC including
Statements of Income for the twelve months ended April 30, 2008 and 2007
and Balance Sheets as of April 30, 2008 and 2007,

KU records its dividend income from OVEC on the cost method of
accounting. KU has recorded $117,500 and $97,500 in dividends for the 12-
months ended April 30, 2008 and 2007, respectively These amounts have
been reported as “Other Income Less Deductions” in KU’s reports filed with
the Commission and as “Other Income {Expense) — Net” in stockhoiders
reports.
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f. Officers: Michael G. Morris President

David L. Hart Vice President & Asst. to President
David E. Jones Vice President - Operations
John D. Brodt Secretary and Treasurer
Ronald D. Cook Asst. Secretary and Asst. Treasurer
Susan Tomasky Asst Secretary and Asst. Treasurer

None of the officers of OVEC are officers or employees of KU.

None of OVEC’s officers receive compensation from KU nor is any portion of
their salaries charged to KU OVEC’s officers’ salaries are charged internally
by OVEC as expenses against OVEC’s revenues to arrive at net income. The
compensation paid to these officers by OVEC is not available to KU
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Electric Energy, Inc.
Statements of Income
For The Twelve Months Ended Apri} 30, 2007 and 20038

2007 2608
QOperating Revenues
Sales To Department Of Energy:
Permanent Power b 315649 % g
Additional Power 0 35,046,000
Excess Power 0] 0
Released Power 0 0
Total Sales To Department Of Energy $ 315,649 § 35,046,000
Sales To Other Electric UHilities:
Permanent Power § 366395852 3§ 108,803,072
Released Power 0 0
Excess Power 0 0
Interchange Power 0 0
‘Total Sales To Other Electric Utilities $ 366,395852 § 398,803,072
Other Electric Revenues 36,240,802 5,992,386
Total Operating Revenues 3 402952303 % 439,841,458
Operating Expenses
Purchased Power b 1936973 § 42,264,114
Fuel 113,250,011 114,607,063
Operation 27427534 27,801,657
Maintenance 22,110,099 19,669,970
Depreciation 5,474,380 6,260,900
Taxes, Other Than Income Toxes 2,158,048 2,303,918
Incomie Taxes 85,757,594 85,083,058
Total Operating Expenses $ 204,114,639 % 297,990,680
Income From Operations $ 138837664 S 141,850,778
Other {(Income) And Expense
Inferest Income 3 (113,681) $ (67,521}
Interest Expense 1,077,347 816,201
Other, Net (947,026} (3,514,854
Total Olher (Income) and Expense b 16,640 § (2,766,174)

Net Income $ 1383821024 % 144,616,932
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Electric Energy, Inc.
Balance Sheets
As of April 30, 2007 and 2008

Assels
Utility Plant

Utility Plant In Service
Construction Work In Progress

Less: Accumulated Depreciation of Uttty Plunt
Total Utility Plant, Net

Current Assets

Cash

Waorking Funds

Temporary Cash Investments

Accounts Receivable -
Department of Enerpy
Sponsoring Companies
Subsidiaries - Short Term
Other

Fuel Inventory

Plant Materigi and Supplics Inventory

Prepayments

Total Current Assels

Other Assets

Unameortized Debi Expense
Prepaid Postretirement Cost
Prepaid Pension Cost

Deferred Charges and Other Assels
Deferred Taxes

Long Term Receivable - Subsidiary
Investment in Subsidiaries

Toatal Other Assels

Totalk Assets

Charnas

2007 2008
398,031,379 404,952,310
8,021,259 33,435,618
406,052,638 438,387,948
337,404,117 342,637,861
68,648,521 95,750,087
67,719 51,3i6
57,557 66,528
0 0
246,082 246,082
29,528,029 32,133,631
316,830 269,492
83,725 80,784
19,438,340 22,128,188
7,931,801 1,723,127
1,637,417 2,096,833
59,307,500 64,795,981
0 0
480,777 ¢
0 0
9,462,301 9,538,061
14,770,167 10,998,957
0 a
36,077,571 36,077,571
60,801,016 56,614,589
188,757,037 217,168,657




Electric Energy, Inc,
Bulance Sheels
As of April 30, 2007 and 2008

Stockholders' Equity
And Linbilities

Stockirglders’ Equliy

Commen Stock
Retained Eamings

Olher Comprehensive Income

Toint Stockholders' Equity

Long-Term Debt

Current Linbitles

Nales Payable, Dank

Noies Payable. Sponsoring Compunics

Arcaunts Payable

Atcounts Paysble 1o Sponsoring Companies

Atcrucd Intarest
Dividends Payoble

Accrued Tanes Other Than Income

Accrucd Income Taxes

Total Current Linblilties

Other Liabilities

Pravision for Injuries & Demages

Asset Relirement Oblipations

Postretiserment Benefit Linbility

Peasion Liobitity
Deferred Tores
Grher Delerred Credits

Tatat Other Liohilitles

Total Stockholders' Equity
And Linbifitles

Altachment to Response to Question No, 34(d)
Attachment 1 - Page 3 of 6

2497 20608
6,200,000 § 6,200,000
94,542,522 B3,509,874
100,742,922 S 00,100,874
(9G7,498) 1,864,205
99,775424 § 93,974,078
0s 0
0 s o
15,306,000 36,400,000
11,404,924 14,027,719
12,072,627 15,001,947
¢ o
i} 37,500,008
62,651 74,343
27,874,846 4,422,237
66,715,048 § 107,486,246
871479 S 713,600
6,204,496 6,645,943
1,422,729 786,033
18,121,268 3,343,001
3,556,653 3,824,422
0 397333
22,265,565 § 15,700,332
188,757,037 5 217,160,657

Charnas
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OHIO VALLEY ELECTRIC CORPORATION AND SUBSIDIARY COMPANY
INCOME AND RETAINED EARNINGS
FOR THE TWELVE MONTHS ENDED APRIL 30, 2008 AND 2007
April 3D, 2008 Aprli 30, 2007
Ohio Ohlo
Valley Valisy
Elgciric Electric
Corporation Corporation
OPERATING REVENUES: 52,915,085 406,623.84¢
OPERATING EXPENSES:
FUEL CONSUMED 14,739,565 9,302,633
FURCHASED POWER 35,310,716 23,502.107
OTHER POWER EXPENSES
LABOR-SCHED 4 548,564 7,603,525
OTHER CHARGES-SCHED 4 6,699,204 5,592,665
502 ALLOWANCES 838,308 {147,113}
DEPRECIATION FIG61L,E9? 4,335,536
TAXES - STATE, LOCAL, & MISC 164,965 572,854
TAXES - FEDERAL INCOME 73115 {1420,131)
TOTAL OPERATING EXPENSES 116,524 46,342,076
NE¥ OPERATING MNCOME 2,719 464 280,774
INTEREST AND OTHER:
INT EXP-REVOLVING R AGR (577.754) 788,570
INT EXP.2006A NOTES 1,998,052 2.008.682
INT EXP-20067 A, 8 & O NOTES 3,044,022
INT EXP-2008A 124,704
INT EXPSCR
INTEREST INCOME (381,421} {257,834)
AMORT OF DEBT EXPENSE 49,076 21417
OTHER (205423} {123,15%)
TOTAL INTEREST ANDQTHER 3,961,256 2,243,676

NET INCOME

RETAINED EARNINGS — BEGINNING
CASH DIVIDENDS

RETAINED EARNINGS -— END

{1,181,795)

(1.962.905)

7,396,087 7,241,493
3,000,008 2,604,000
J.214.892 2,678,558
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QHIO VALLEY ELECTRIC CORPORATION AND SUBSIDIARY COMPANY

BALANCE SHEETS
AS OF April 10, 2008 AND 2007

2608 2007
Ohle Ohlo
Vatlay Valley
Elnciric Electrle
Corparation Corporation
ASSETS
ELECTRIC PLANT:
A original post 5 581,116.307 5 577.048.301
bess — accumulated! provisions {or depreckation 375,760,529 366497,935
GE 355718 110,550,066
Conttuction In progress 173,610,039 81143616
Taoia| clecisiz plant 478,995,607 393,854,482
INVESTMENTS AND OTHER:
Investmest in subsidiary tompany 3.400.000 3.400 800
Advanees to sulisldlary — constniction 145,365,277 153,478,698
Tatat invesiments aml oiher 148,765.277 156,878,608
CURRENT ASSETS:
Cashi and cosh equivaleniy S5.454. 187 50.571 254
Accouns receivaiile 30.573 3183 24.050.28)
Isercampany secsivable
Fuct fa slorage — a1 average cost E7. 786400 31832006
Materials snd supplies « 3 average con Bi51 336 LEE ]
Propenty taxes applicable to fulure yesn 1.485.180 {315,200
Emltsion sNowances B.402 547 26858406
Relumdabie feders! income tares
Refundakle stott Enctime teees
Itrepaid eapenses and ollier 354,286 294 N7
Tata! current assciy 162,540,132 153,505,502
REGULATORY ASSETS:
Assel retirement costs 2340005 2934082
Unireeogrized postenployment benefits KB 551 | 859 2718
Defero depreciation 23,030,057 24.444,608
Towl regulatory assels 26,258,6{8) 20,247 645
DEFERRED CHARGES AND OTHER;
Unamunized debt expense £.722.153 4362260
Defetred Lax nyscts 1418180 19.099.934
Peaslon assct
Oubser §7.507 8.151
Total deferred eharges and wiber 6,327,849 43470149

TOTAL 3 362,797.472 S 577407,066




Attachment to Respoanse to Question No. 34{d)
Attachment 2 - Page 6 of 6
Charnns

OHIO VALLEY ELECTRIC CORPORATION AND SUBSIDIARY COMPANY

BALANCE SHEETS
AS OF April 30, 2068 AND 2607

20408 2007

Ohip Ohlo

Valtay Vallay

Elocirie Eleclrie
Corporalion Corperation

CAPITALIZATION AND LIABILITIES
CAMTALIZATION:

Coreman stock- $ 59 par value — suiorized.

300,000 shares; outstapding. 100.000 sharey

in 2007 and 2006 5 10.000.000 3 10.000.000
Conunon sieck . without par value. stated a1 5200

prr share — puthorized. 100.000 shares;

outsanding. 17000 shares

i# 2007 and 2006

Seniar noles T4 59EBIE 41078817

tint of credit bonowings —w fopg torm 0.000,080 120.000.000

Retined eamings 4,15} 883 3,182,633
Total capitnlization 795,746,699 551,614,350

CURRENT LIABILITIES:

Cusreat portion of Tong-term debt 24 789219 12,969.638

Atcounts payabla 13,806,726 11754 341

Intertornpany payable {t01 750.904) {18.149.229)

Delemcd revemie — 2dvanees for condityclion 17 267.308 6.5%5 739

Agcrued oter L3xcs 19.650.461 1,585 655

Accrued interest and other 11.689.972 9,539,848
Tatal currees Habikiies [15,187.118) 14,346,000

COMMITMENTS AND CONTINGENCIES {Note 10)

REGULATORY LIADILITIES:

Postretiremnt benefits 19,672.571 34.040, 888
Perios bonedita

Investment tax eredits 1,393,146 3393046
2ot entitnay setlerment G107 673070
Inceme tanes refundable 1o eustomers 31,755.422 18,193.088
LA crisyion aliowance procesds 416959 65 000
Advanes colfection of intercst 1045816

Fuel mlaled seutlement

Totnl regutatory liablifiics 55,321,215 21.61 £.00D
OTHER LIABILITHES:
Assel retirement obliganons 9.790,883 9235607
Posueli 1 benefits obligat 17.236.032 20.309 751
Postensploymenl benehits obligstion 389.58) 1,869.278

Pawent advances far construciion

ot other liabilitiag 29,016,773 11415718

TOTAL 5 £62,797.47) s G17.007.066
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Name of Respondent This Report Is1 Date of Repont Year/Period of Report
Kentucky Utilities Company () ﬂ’\" Original (Mo. Da. ¥r) End of 2007/Q4
(2) A Resubmission I r—
STATEMENT OF INCOME FOR THE YEAR (conlinued)
Line TOTAL Cumrentd Months | Prior 3 Manths
No Ended Ended
(Ref) Quariery Cnly Quasterty Only
Title of Account Page No | Curent Year | Previous Yearj Nod4ih Quarter No 4ih Quarler
(a) {b) (c) {g) {e} n
27 | Net Utiity Opesating Income (Carnied forward from page 114) 191,103,431 162,029,272
28 | Other income and Deductions
28| Other Inceme
30 | Nonutity Operating Income
31| Revenues From Merchandising, Jabhing and Conlract Work {415}
32 |iLess) Cosls and Exp. of Merchandising, Job. & Conlract Work (416)
33| Revenues From Nonulility Operations (417) 1,542,843 608,912
34 | [Less) Expenses of Nonulllity Operations (417.1}
35 | Nonoperaling Rental lncome {418) 6,560 -385
36 | Equlty in Eamings of Subsidiary Companies (418.1) 159 26,358,781 29,405,773
37 interest and Dividend Income (419) 2,954,429 1,457,963
38 | Allowanee for Other Funds Used Buring Construction (419.1) 3,327,705 384,044
39| Miscellaneous Nenoperating Income {421) 3,121,445 1,966,683
40 | Gain on Disposition of Propesy (421.1} 1,156,882
41]TOTAL Cther income (Eater Tolal of fines 31 thn: 40} 38,458,645 33,823,990
42 [Cther Income Deductions ' h T
431055 on Disposition of Property (421.2) 480,236 82,656
44 | Miscellanaous Amortization (425} 30
45| Donations (426.1) 340 475,457 616,224
46| Life Insurance (426.2) 107,185 707,185
47t Penalties (426.3) 2,004,094 62
48| Exp. for Certaln Clvic, Political & Relajed Activitias (426.4) 965,125 4,005,100
49] Other Deductions (425.5} 1,208,224 1,501,891
50 | TOTAL Cther Income Deductions (Totat of lines 43 thru 48) 5,843,321 4013,118
51 | Taxes Applic. to Other Income and Dedustlons ) L L
52 | Tanes Cther Than Income Taxes (408.2) 262-263 11,004 22452
53 | Income Taxes-Fedeml {409.2) 262263 88,667 2,172,669
54 Income Taxes-Other {405.2) 262-263 -183,585 51,585
85 : Provision for Deferred Ine, Taxes (410.2) 234, 272217 2,026,463 834,249
56 {Less) Provision for Beferred Income Taxes-Cr. {(411.2) 234, 272.277 504,303 376,384
57 {investment Tax Credit Adj.-Net {411.5)
58 |{Less} Investment Tax Credils {420} 391,310 1.081,872
59| TOTAL Taxes on Other income and Deductions {Total of lines 52-58) 846,936 1,622,709
50| Net Ciher Incorme and Deductions (Total of ines 41, 50, 58} 34,778,388 28,188,163
61| Intarest Charges
62 | Interest on Long-Tesm Debt (427} 13,677,837 12,994,586
63 | Amort. of Debt Disc. and Expense {428) 334935 247,830
64| Amortization of Loss on Reaquired Dabt (428.1} 518,566 584,205
5] {Less} Amor, of Premium on Cebt-Credil (429)
66 | {ess) Amoriization of Gain on Reaquired Debl-Credit {429.1)
67 | Interest on Deb! lo Assoc. Companies {430} 0 41,244 357 23,619,184
68 | Other Interest Expense (431} 340 1,099,347 1,108,319
69 | (Less) Allowance for Borrowed Funds Used During Canslruction-Cr, {432} 955,807 262,752
703 Nel Interest Charges (Total af fines 62 thiu 63) 55,915,245 38,396,652
71 |Income Belore Extraordinasy ltems (Total of lines 27, 60 and 70} 166,862,574 151,820,763
72 | Extraordinary ltems
73| Extraordinary (ncome {434)
74 | (Less) Exiracrdinary Deduclions (435}
75 | Nat Extraordinary Hems {Tolal of ling 73 tess line 74)
76 Income Taxes-Federal and Other {409.3) 262-263
77 | Extrmordinary llems After Taxes (fine 75 less line 76}
78 | Nal Income {Total of line 71 and 77} 166,862,574 151,820,783
FERC FORM NO. 1/3-Q (REV. 02-04) Page 17 - Privileged Data



Name of Respondent Tjt;is Repor Is:

Kentucky Utilities Company (@) ﬁﬁnzgfénﬁssm

Date of Report Year/Period of Report
{Mo, Da. Y1) End of 2007/Q4
I

STATEMENT OF RETAINED EARNINGS

1. Do not report Lines 49-53 on the guartetly version.
undistributed subsidiary eamings for the year
- 439 inclusive). Show the contra primary account affected in column (b)

by credit, then debit items in that order.
§. Show dividends for each class and series of capilal stock.

2 Repor all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated
3. Each credit and debit during the year should be identified as to the retained eamings account in which recorded (Accounts 433, 436

4. Slate the purpose and amount of each reservation or appropriation of retained earnings.
5. List first account 439, Adjustments to Retained Earnings, reflecting adjustments lo the opening balance of retained earnings. Follow

7. Show separately the State and Federal income tax effect of items shown in account 438, Adjustments lo Retained Eamings.

8. Explain in a footnote the basis for determining the amaunt reserved or appropriated. If such reservation or appropriation is to be
recurrent, state the number and annua! amounts to be reserved or appropriated as well as the totals eventually to be accumulated.
8 If any nutes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123,

Current Previcus
Quarter/Year Quareai/Year
Contra Primary Year to Dale Year to Date
Line ltem ceount Affected Balance Balance
No (a} (B) {c) @)
UNAPPHOPRIATED RETAINED EARNINGS (Account 216}
1| Balance-Beginning of Period 854,131,028 04216047
2| Changes
3] Adjustments to Retalned Earnings (Account 439)
4] FIN 48 Adjustment 355,161
5
&
7
8
9! TOTAL Credils to Retained Earnings (Acct. 439) 355,161
i0
11
12
13
14
15] TOTAL Debits to Relalned Earnings (Acct, 439)
18| Balance Transferred from income (Account 433 less Account 418.1) 140,603,793 122,415,011

17{ Appropriations of Retained Earnings (Acct. 436)

221 TOTAL Appropriations of Retained Eanings {Acct, 436)

23} Dividends Declared-Preferred Stock (Account 437)

R R

28] TOTAL Dividends Declared-Preferred Stock (Acch. 437)

30| Dividends Declared-Common Stock {Account 438)

T —————

36| TOTAL Dividends Deciared-Common Stock (Acct. 438}

37| Transfers from Acet 216.1, Unapprop. Undistrib. Subsidiary Eamings

21,400,000 27,500,000

38} Balance - End of Period (Total 1,9,15,16,22,25,36,37)

1,016,488,9682 054,131,028

APPROPRIATED RETAINED EARNINGS (Account 215)

FERC FORM NO. 1/3-Q {REV. 02-04) Paga 118
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Name of Respendent 1“1hls Re %n 18 inal DNa[te Bf R$poﬂ Year/Period of Report
Kentucky Utiities Company iz; NI (o, s, Y5 Erd of 2007/Q4

STATEMENT OF RETAINED EARNINGS

1 Do not report Lines 49-53 on the quarerly version.

2 Report ali changes in appropriated retained earnings, unappropriated refained earnings, year to date, and unappropriated
undistributed subsidiary earnings for the year.

3 Each credit and debit during the year should be identified as to the retained earnings account in which recorded {Accounts 433, 436
- 43% inclusive). Show the contra primary account affected in column (b)

4 Stale the purpose and amount of each reservation or appropriation of retained sarnings.

5. List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings  Follow
by credit, then debit items in that order.

6. Show dividends for each class and serles of capital stock.

7. Show separately the State and Federal income fax effect of items shown in account 438, Adjusiments to Retained Earnings

8 Explain in a foolnote the basis for determining the amount reserved or appropriated. if such reservation or appropriation is {o be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually {o be accumulated.

9 f any nates appearing in the report to stockholders are applicable to this statement, include them on pages 122-123

Current Previous
Quarter/Year Quarter/Year
Gontra Primary Yeat to Date Year to Date
Line lem Account Affected Balance Balance
No {a) (b} {c} (d)
kL)
40
4
42
43
44

45] TOTAL Appropriated Retained Earnings {Account 215)

APPROP. RETAINED EARNINGS - AMORT. Reserve, Federal (Account 215.1)
46} TOTAL Approp. Relained Earnings-Amort. Reserve, Federal (Accl. 215.1)

47| TOTAL Approp. Retained Earnings (Accl. 215, 215.1) (Total 45,46)

48! TOTAL Retained Earnings (Acct 215, 215.1, 216} (Tolal 38, 47) (216.1) 1,016,489,982 854,431,028
UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (Account R

Repert orly 09 an Annual Bas!s, no Quarterly ’ f .

14,342,514

49| Balance-Beginning of Year (Debit or Credit) 16,48,257

50] Equity in Eamings for Year (Credit) (Account 418.1) 26,358,781 25,405,773
51| (Less) Dividends Received {Debit) 21,400,000 27,500,000
52

53§ Balance-End of Year (Total lines 49 thru 52) 21,207,068 16,248,287

FERC FORM NO. 1/3-G {REV 02-04) Page 119 - Privileged Data
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Q-34.

A-34.

Response to AG-1 Question No. 34
Page 1 of2
Rives / Bellar

KENTUCKY UTILITIES COMPANY

CASE NO. 2008-00251
CASE NO. 2007-00565

Response to Initial Requests for Information of the Attorney General
Dated August 27, 2008

Question No. 34
Responding Witness: S. Bradford Rives / Lonnie E. Bellar

Please identify and quantify any changes to the filing results that should be made
based on additional information that became available after the Company
prepared its base rate filings.

Other than items noted in response to the various requests for information due
September 11, 2008 in this proceeding, the Company is not aware of any changes
to its filing results, with the following exceptions:

Upon further analysis and investigation, KU has discovered that its filed
adjustments to capitalization in this proceeding are overstated due to three items:
(1) double-counting KU’s equity in subsidiary earnings; (2) not adjusting equity
in subsidiary earnings by the related deferred taxes associated with those
earnings; and (3) not reducing capital by non-utility property.' Each of these
adjustments is explained below.

As page | of the attachment to this response shows, in the three rate cases (Case
Nos. 7804, 8177, and 8624) and the Performance-Based Ratemaking (“PBR")
proceeding (Case No. 98-474) prior to KU’s most recent rate case, Case No.
2003-00434, KU correctly deducted “Investments in Subsidiary Companies” from
capitalization (page 1, line 1), but removed from that deduction KU’s “Equity in
Subsidiary Earnings” (page I, line 2).> “Equity in Subsidiary Eamnings” is then
deducted separately on page 1 at line 4. This ensures that KU's equity in its
subsidiary earnings is deducted from its capitalization only once. KU’s analysis
and investigation has revealed that KU erroneously deducted its equity in

! See In the Matter of> Application of Kentucky Ulilities Company for an Adjustment of Base Rates, Case
Ne. 2008-00251, Testimony of S. Bradford Rives Exh. 2, Cols. 4-6 (July 29, 2008).

% See In the Matter of> General Adjustment of Rates of Kentucky Utilities Company, Case No. 7804,
Newton Exh. 2 and Davis Exh. 1; In the Matter of General Adjusiment of Electric Rates of Kentucky
Utilities Company, Case No. 8177, Newton Exh. 2 and Davis Exh. 1; In the Matter of: General Adjustment
of Electric Rates of Kentucky Utilities Company, Case No. 8624, Newton Exh. 2 and Davis Exh. 1; In the
Matier of; Application of Kentucky Utilities Company for Approval of an Alternative Method of Regulation
of lis Rates and Services, Case No. 1998-60474, Order Appx. C (January 7, 2000); In the Marter of: An
Adjustment of the Electric Rates, Terms, and Conditions of Kentucky Utilities Company, Case No. 2003-
00434, Order Appx. E (June 30, 2004).



Response to AG-1 Question No, 34
Page 2 of 2
Rives / Bellar

subsidiary earnings twice in its most recent base rate proceeding, and that it erred
in the same way in this base rate proceeding.

KU further seeks to revise Rives Exhibit 2 to reflect that the deferred taxes
associated with the equity in subsidiary earnings need to be properly reflected in
the capitalization adjustment. The deferred taxes (page 1, line 5) need to be
deducted from equity in subsidiary earnings to arrive at the net earnings impact
within the equity component of capital. This adjustment appears on page } at line
6 in the attachment to this response.

Finally, KU seeks to add a deduction from capitalization for non-utility property.
As shown on page 1 at line 8 in the attachment and the supporting exhibits from
KU’s past rate cases, until the PBR case KU consistently deducted non-utility
property from its capitalization.’ In its final order in the PBR proceeding, the
Commission required KU not to make such a deduction,’ which precedent KU
followed in its most recent rate case.” That notwithstanding, KU does not believe
it is appropriate to include in its capitalization assets that are not used for utility
operations, and therefore seeks to include this adjustment as shown on page 1 at
line 9 in the attachment to this response.

KU therefore submits this update to adjust Exhibit 2 to the Testimony of S.
Bradford Rives, filed in this proceeding on July 29, 2008 (“Rives Exhibit 2) as
shown on page 2 of the attachment to this response. KU also includes the
supporting exhibits from KU’s past rate cases in the attachment to this response.

‘id

* In the Matter of* Application of Kentucky Utilities Company for Approval of an Alternative Method of
Regulation of lts Rates and Services, Case No. 1998-00474, Order at 62 (January 7, 2000).

3 In the Marter of> An Adjustment of the Electric Rates, Terms, and Conditions of Kentucky Ulilities
Companv. Case No. 2003-00434, Order Apox. E (June 30, 2004),
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5.

Lummon Stoek
Equity
Prefarred Stock

First Hortgage
Bondm

Bank Hotes
Short Term Debt
Tocal

Attachment to Response

te AG-1 Question No. 34
Page 4 of 20
Rives

KENTUCKY UTILITTIES COMPANY

CAPITALIZATION
JANUARY 31. 1960

{2

Rentucky
Jurisdictian

(1} (2» N
Total Adjusloents Adjusted
~Bor Bogks  __ (bmge 2)  Balemce
5255 170 426 5(13 003 .33) 242 167 09}
30 00p 006 (2 0 252} 37 659 248
3.2 465 O { 8 906 $58) 333 558 118
15 D00 000 v 650 200} 24 349 192
53 715 OB {1 397 03%) 52 117 86}

$286 30 498

{1y Daviz Exhibit 1, Page iA.
{4} Bradlay Exhibic 1.

3(26 298 2B9)

$740 032 209

§204 558 541
ELS 2 ]

28} 756 542
20 568 258
4L 192 987

5623 122 100

T IIRRMEG volnay

1 sing




Attachment to Response to AG-1 Question No. 34
' Page 5 of 20

Rives

e ‘
Frorty Hueutun Exhibit °
St Patpe

g KENTUCRY UTILITIES COMPANY
ADJUSTHMENTS TO CAVITALIZATION

1. tomeon Stock Equity $t & 5316 780) Subsidajary Eornings
{ G 4BE S5)) portion of Ouher Investments

2. Toral ${13 001 333}
3. Preferred Stock ${ 2 340 752} Portion of Othar Inveatmants o
4. PFirst Mortgage SL P 506 956} Partion of Other InvestHERtY X
5.  Bank Hotes ${ 650 209} portion of Other Investments
6. Short Term debt $0.1 397 G4 Porcion af Othar luvestments
7. Total Adjustments to

Capital §{26 298 189}

Hote: Subsidiary Barnings per Davis Exhibit 1, Fags 4.
Other investmants of $19 761 509 per Davis Exhibit 1,
rage 12, apportioned to each capital cosponent by ratio
of that componant to total capltal.
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RENTUCKY UTILITIES COMPANY

BALARCE SHLET
AANUARY 21, 1980
BO7 RAR 50:005%

Seeeion 6(9)

And
Seetion 3{1){a)

ABRCLE
Utilfcy Flant:
Oripinol Cost-Flant Ln Bevvice
Construction Work in Frogross
Toral

Actumulated Provision for Deprecistion and Amortization

Het Urdliiey Plant
Invescmenck and Punda:
Mon Utility Plant less regarve of $13 895
Investments in Suvbsidiary Companies
Oches Investments
Specisl Funds
Kot Investrants ond Funds

Cash
Cash
Special Deposits
Working Fends
Total Cash

Receivablens
Custouer Receivablas
Miscellanesus Recelvables
sccumalaved Provision for Uncollectible Accounts
Total
feos'uetteg from Associated Companiae
Het Recefvables

Inventorient
Fuel
Moteriels and Supplies
Stores Expense Undintributed
Total loventories

Gther Current Assets:
Prepaymcnts
1nterest and Dividends Receivable
Accrued Utilivy Reveanues
Totsl Other Currant Asuets

beferred Debics:
tUnosortized Debr Expense
Preliminary Survey
Job Hork
Other Deferred Dabics
Tora)l Deforred Dabits

Total Asseté

Bavin  Extilb

Page

S B76 362 669
_.185 33 887
§1 7061728 556
3256 287 090

o gt

§ 805 441 406

$ 388 569
25 526 615

385 105
__1owman
3316 48)

§ 66931678
2 594 9B
" 44 584

S 313 630

§ 16878 278
10 628 516
{268 400}

§ 27 238 354
1873416
S 20111 b

§ 59 567 378
£ 093 062
1 075 116
§ 66 135 556

5 697 530

55 800
___aemz
T L %36 381

§ 1 457 427
% 295 &0
752

554 260
5.z 318

$ 9852 793 642
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RERTUCKY UTTLITIES COHPANY

BALANCE SHEET
JANUARY v, 1980
807 KAR 30:005
section 6(89)
And
Section 903} (a)

Linbilities

Cosmon Stoek Equlcy:

Coamon SLock 5107 967 30
Prumiun on Captta) Stock 55 637 40}
Unappropriated Retained Earnings Bs 982 958
Appropriated Retatned Farnings-Aworcization Reserve Federad 49 B13
Unappropristed Undlprributod Subxidiary Encnlngs _.B 53b 78D

Total Common Stock Equity 5255 170 424 )

Preferred Srock $ 90 000 00O

Firgr Hortpope Bonds, including vnwnorcized premium 362 W65 004

Bank Notes 25 oba 000

- Commercial Faper Pur Gurrencly B3 115 000
Total Capitaliration ond Commevcial Paper

Due Curvently 5766 1350 456

Curyent Lfabilicles:

Account s Foysble $ 15 M3 970
Payable to Asstciated Companies 15 4
Custumers’ Deposits 3 865 253
Taxes Aceruced 3 95k 218
Interest Accrubd on Lonp-Ters Debu 8 Sz 885
Other Interest Accrucd 5642 153
Tex Cob . anx Poyohle a7 302
Bividends declared 7 501 533
Revenud subject to poasible refund with interest B 749 16%
Other Currant and Accrved Liabiliries 6 060 &37

Totel Current Lisbiliries 5 55 916 277

Deferred Credits:

Customers’ Advances for Construction 5 1072 883
Accumulated Deferred Income Toxes B3 03} 105
Accumulated Deferred Investmant Tax Crediis 46 352 565
Ocher Deferved Credits 200

Total Dafarrad Cradits

5135 470 753

Koserves:
Insurance Roserve 3 58 )14
Tota]l Reserves S H8 11k

. Total Liabllities §_S_?52 795 642
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KENTUCKY UTILITIES COMPANY

CAPITALIZATION
becanbar 3, l?......?. Septasbar 30, 1982
Mijustad Kantuchy Mjusted canturky
Toral Miantmenes Balance surlsdlecion Total _ Adjustmests Balancs Jurisdlotion
Commcn Btack Boefty B AT KO12.979, 9040 1248 954,000 EIAR.0MO, 83T B 246,604 RLID,E3P) 325,903 £275, M0
‘. Frafarrad sctock 110,000,000 12,954,229} 107,045,701 20,40,%3 134,000 {8,529} 130,481 108,543
§ loog Tem Debt 435,258,497 12,200, 448) 443,188,033 378,244,006 S16. 088 (71,061 495,532 418,578
snOEE Term Dabt 431,115,000 13,330, 8435) 402,18 3,06 38 17,500 {323} 16.73% 14,171
total W91 068 270 E(IO.285,510) suu.ua!m §131,103,108 1,015,032 4(40,267) §956.75% SRIG GAM

tavia Mxnibits §oand 4
Sevett Bxhibiy |

[ T¥]

T ITGTAN MOTsey

1
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FENTUCKY UTILITIES COMPANY
ADIUSTMENTS TO CAFITALIZATION

BT TR B

pecusber 31, 1580 Septavher 30, 1982
{In Thousands)

1. Cosson Stock Bquity § 16,529,803) $ B0 sobsidinry Barnings

2a (7,450, 161) {14,328) Fortinn of Other Investmehls
3. Total $(13,970,964) § (20,629}

4. Preforred Stock 12,554,229} {5.539) poreion of Other Investments
5. Long Torm Debt §${13,230,886) s {2},166) Portion of Other Inveatoants
6. Short Term weht (1,120,861) {7123) fortion of Other Investmonts
7. “oral 430,283,530} S 48,267}

z ebwy
£ fAIEEa voynen
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Notice Exhibiv A
Doviu Exluibis )

Pape 19
@ KENTUCKY UTILITIES COMPANY
BALANCE EREET
. DECEMIER 3}, 1380
; BOZ KAR 50:005
e Section 6(9)
) And
Section 91 (a)
Asmaca
Ueility Plant:
Origine)l Cost-PFlant In Service § 911 680 BOS
Construction Work in Progrese 301 927 538
Total §1 213 608 348
Accusulated Provision for Deprecistion and Amortizstion 28] 126 G40
Har Ucility Plant 937 "LAL 408
Investments and Funds:
Moo Ucility Plant leas yeserve of 520 770 § 385 913
Invastaents in Subsidiary Compaonien 29 317 638
Orher Investwmeota . 381 969
Special Fundx 7 664 444
Hat lovestoonts and Funds § .37 949 96h
Cash
Cash $ 6 755 330
Special Daposits 686 750
Working Funds &6 919
' Total Cesh ¥ 7 4BB §9%
Recelvabless
Customer Receivables $ 19 877 650
Hiacellaneous Receivables § 227 3B¢
Accumulated Provision for Uscollectible Azcounts —_ (IB0 200)
Total §
: Receivables from Asaccimted Companies 1 450 986
’ Hat Receivables £ 30 176 022
'\,_\ Jnventories:
o] Fuel $ &0 668 499
R Hetarials and Supplies & Bag 708
o . Stores Expense Undiseributed 1 168 B24
- Total Inventoties § €8 667 D28
Othar Carrent Assecs:
o Prapaymnts $ 412 916
v Interest and Dividends Reccivable B 255
P Azerued Dtility Revenues G 398 43%
Total Other Current Ascets § .. 3019 392
K Deferred Debite:
Unmmortized Debt Expenss $ 2 064 512
= Preliminavy Survay 80 114
. Clasring atcousts 3M 434
. @ Job Vork 45 626
Y Other Defurred Dabite A6 418
S Total Deferrad Dabits 3. 2871107
g}‘: N Yotal Assste 1 DBA T4 5
.
g .
I P AR R T Y - ST AT R T
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i B el T A AT g e BT L pa e ST e R
PEER ?f-'ﬂr’g.f 't TR T IINM.,_; L&%ﬁw e
BRp RS o : 2 ..‘h?%

Rotice Eabibit A

povie EBrhibit 1
Page 1A
KERTUCKY UTILITIES COMPARY
BALARCE SHEET
DECEMBER 31, 1980
B07 KAR 50:005
goetion 6 (9)
And
Section 9{1)(u)
Liabiiicies
Cowmun Bhock Equity: .
Comeon Stotk § 126 148 BOO
Prenium on Capitel Stock 67 &7) &10
Unappropristed Betsined Exrnings 83 312 072
Appropriated Hetained Earninge-Amortizstion Reserve Federal 50 648 -
Uosppropriated Urdiseributed Subsidliery Barninge e B 528 8O3
Total Comaon Stock Equity § 28Y 8% 11
Preferred Stock $ 110 000 OOD :
Pirst Morrpgege Bonds, including unawortized presium 320 3968 447 ;
Bank Motes 85 QGO 000
Commercin) Faper Due Currently 4l 135 ¢ho
Total Capitalization and Commarcial Faper § 831 068 270
bue Currently
Current Lizbilities: \
Azcounts Payable § 16 871 763 -
Payable to Associoted Companiss 12 510
Custemers' Daporits & DB8 407
Tages Accrusd 2 163 479
Interest Accrued on Long-Term Dabt 9 158 302
Other Interest Accrued 562 685
Tax Collestions Payabla . 1 B8 215
Gther Current spd Accrued Liabhilivies 14 923 998
Totml Curvent Lisbiltties
Deferved Cradits:
Customers’ Advances for Conmtruction $ 1 236 196
Accutwlsted Deferred Income Taxes 90 913 77
Accusulated Deferred Investmenk Tax Credits 51 BOS 354
oOther Deferved Credite 2 200
Total Delferred Cradite 5 153 537 137
Reseoves:
Insurance Reasyve 54 02
Tota) Raserves 5 54302
Toral lisbllities SLOBL 49 115

-'3.7'.“.. i V?!: o

RN Y T
T
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Newton Exhilbit
Page

KENTUCKY UMILITIES COMPANY
ADJUSTMENTS O CAPITALIZATION

1. Copmon Stock Equity

3. Total

4. Preferred Btock
5. lLopg Term Debt
6. Short Term Debt

1. Total

June 30, 1982

$ 16,117,745}
(11,827,216)
$ (18,044,960}
{3,876,541)
$ (17,480, 304)

{783, 565}
§ 140,185,770}

Davis Exhibit 1, page 14, lines B-10

Subsgidiary Barnings

Portion of Other Investments

Portion of Other Investments
Portion of Other Investmants

Portion of Other Invastments




Cotmoon Stock Equicy

Total
Preferred Stock
YLong Term Debt
Short Term Debt

Total
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Nowton Exhibit
tratr

KENTUCKY UTILITIES COMPANY
ADJUSTMENTS 10 CAPLTALIZATION

June 30, 1982

§ (6,117,745}
_.{11,927,216)
§ (18,044,9ED)
(3,876,941)

$ [17,480,304)
(783, 565}

$ (40,185,770}

Davig Exhibit 1, page 14, lines B-10

Subgidiary Barningn

Portion of Other Investments

Portion of Other Investments
Portien of Other Investments

Partien of Other Investmants
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Notice Exhibit A
Davis Exhibit 1
@ Page 14
KENTUCKY UTELITIES CO
Financial Exhibhit

8alance Sheet

807 XAR 50:005
Section 6{a)
and
Section 9{1)(a)
Ag of
Line June 30,
i No. Title of Account Ko, 1982
ol. A Tol. B Totl. T
i. Utility Plant
2. Utility Plant 101106 $1,177,936,544
kI Construction Work in Progress 107 190,207,627
. Total Utility Plant 368,548,
5. Less Accumulated Provision for Deprecistion 108 336 956 334
6. Ret U111ty Plant 1595, 685. 837
7. Dther Property & Investments
8. Honut i1ty property iiess Kccum.Prov.for
. Pepreciation 121,122 306,958
g, Investment in Subsidiary Companies 123.1 35,505,579
190, Other Investments 124 373,233
i1. Special Funds 125.128 . 8,464,086
12, Totsl Cther Property & Investments 30,635,856
13, Current and Accrued Agzets
i4. Cash 31 4,344,478
15. Special Deposits j3z-134 44,556
16, Working Funds 135 49,869
17. Temporary Cash Investments 136 -
18. Notes and Accounts Receivable (less Accum.
Prov. for Uncoll. Aects.) 41-144 25,424,769
18. Recefvables from Associated Cowpanies 145-146 2,239,101
20. Fuel 51 662,
21, Materials and Supplies 154-163 7,823,988
22. Prepayments 165 +B65
23. Interest & Dividends Receivable 171 267,784
24, Accrued R11ity Revenues 173 4,857,732
25, Total Current & Accrued Assets 11T, 375, 643
26, Deferred Debits .
27. tnamortiz 181 1,952,129
28, Prelinimry Survey & Investigatim Charges 163 130,988
29. Ciearing Accounts 397,648
30. Riscellaneous Deferred Debits 1as 1,435.12;
. Totel Deferred Debfts 3315,
Total Assets and Other Debits $1,195,574,203
M"r-my gn-t.miw._

CF B Te s kel i « 387 1
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Davis Cahibit 1
Page 15 o
KENTUCKY UTILITIES COMPANY }:‘l
Financial Exhibit %
Balance Sheet e
807 KAR 50:005
Section 6{a)
and
Section 9{l){a)
As of
Line June 30,
Ho, Title of Account No. 18982
tol. A Tol, 0 0%,
1, Proprictary Capital
2. Common Stock Issue 201 $ 159,419,770
3. Preferred Stock Issued 204 108,817,000
4. Premium on Capital Stock 207 85,415,082
§. Gain on Resale ¢r Cancellation of Reacquired
6. Stock 210 119,262
7. Capttal Stock Expense 214 { 46,842)
8. Retained Earnings Z15-216 89,705,824
9.  Unapprop.Undistr.Subsidiary Carnings 216.1 6,117,745
10. Total Proprietary Capital Hg,ﬂﬁ,ﬁﬂ
11. Long-Term Debt
i2. Bonds 221 374,100,000
13.  Other Long-Term Debt 224 115,000,000
14.  Unmmortized Premium on Long-Term Debt 225 1,289,976
15, Total Long-Term Debt ~_430, 389,978
16, Current & Accrued Lisbiifties
17.  HKotes Payable 231 22,020,000
IB.  Accounts Payable 232 21,638,820
19,  Paysbles to Assoctated Companies 233.234 108,106
20,  Customer Deposits 235 4,583,385
21, Taxes Accrued 236 3,618,320
22. Intsrest Accrued 237 12,168,030
23. Dividends Declared 238 -
24, Tax Collections Payable 241 1,479,179
25. Misc. Current & Accrued Liabilities 242 7,323,740
26, Total Current ¥ Accrued Liabilities 73,355,580
27. Deferred Credits
28.  Lustomer Advances for Construction : 252 1,863,446
29.  Accumulated Deferred Investment Tax Cr. 255 70,865,125
3,  Other Deferred Credits 253 131,481
31.  Accumulated Deferred Income Taxes 281-283 104,661,452
32, Total Deferred Credits L) W
i, ating Reserves
34, Operating Resarves . 261 -265 54,302

Tota) Liabilities & Other Credits

Rotice £xhibhiy A

$1,195 3574,203

fr s

e

-t
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(GSENERGY

Kont W. Blake LGRE Enamy LLC

Directar 220 Wezt Main Siraat

Stale Regulation and Rates Loufsville, Kontueky 40202
502-627-2573
502-217.2442 FAX
kant blake@ligeanargy.com

December 22, 2005

RECEIVED

Elizabeth O’Donnell .

Executive Director EC 2 2 2003
Kentucky Public Service Cormmission PUBLIC sfn
211 Sower Boulevard COMI@E}Q&?‘E

Frankfort, Kentucky 40601

RE: The 2005 Joint Inteprated Resource Plan of Louisville Gas and Efectric

Company and Kentucky Utilities Company
Case No: 2005-00162

Dear Ms. O'Donnell:

As John Malloy and I discussed with Commission Staff on September 23, 2005, Kentucky
Utilities Company’s (“KU") Power Supply Agreement (“PSA”™) with Electric Energy Inc.
(“EEI'") is schedunled to expire at the end of 2005. EEI’s position on renewing the PSA
continues to be one based on market indices (defined generally as the applicable locational
marginal pricing (“MISO LMP™)) with a capacity payment, as opposed to the cost-based rate
structure under which the contract has historically operated and which I requested during
the contract negotiations.

After extensive negotiations, we have received and reviewed EEI's final proposed new PSA
for this 200 MWs from EEI’s Joppa plant located in Joppa, illinois. KU has evaluated EEl's
proposed renewal of the PSA in the context of its Integrated Resource Plan (“IRP”) based
upon a least-cost reasonable resource analysis.

Based on the proposed PSA by EEI, KU has determined that continuation of the PSA wonld
not be a least-cost option for KU's customers. The results from the evaluation of the
proposed EEI contract were presented to the Company’s Operating Committee established
pursuant to the Power Supply System Agreement on December 16, 2005  Afer
consideration of the supporting analysis, the Operating Comumittee approved the
recommendation not to renew the PSA with EEl. We notified EEI of K1I's decision on
December 22, 2005, Enclosed is a copy of our notification letter to EEIL

In December 2008, LG&E Energy LLC was renemed EONU S LLC



Ejizabeth O'Donnell
Page 2
December 22, 2005

As such, the PSA will expire December 31, 2005, and KU will no longer purchase the 200
MW of capacity and energy from EEI There is no near term (2006-2007) impact on KU’s
capacity plans. KU and Louisville Gas and Electric Company (“LG&E™) will continue to
review their capacity and energy needs in the context of their on-going IRP process.

Should you have any questions concemning the enclosed, please do not hesitate to contact me.

Sincerely,

Ko b Blate,,

Kent W. Blake
Enclosure

cc: Elizabeth E. Blackford
Michael L. Kurtz

T Prncsate e AL T BT Faccnn 11 87 i e d T MRTIEC P T



Kentucky Utilities Company  One Quality Street  Lexington, KY 40507.1462  Tel 606 255.2100

KU

Loulsville Ges and Electsic Company

Kffn‘tl_m 220 West Main Strext
Utilaties Lovisvifle, Kentucky 40202
Company

December 22, 2005

SENT by email and oyernight mail

Mr. Robert L. Powers
President

Electric Energy Incorporated
One Ameren Plaza

1901 Choutean Avenue
MC-600

St. Louis, Missouri 63103
314-554-6101

Re:  Draft Power Purchase Agreement (the “Draft PPA”) between Electric
Euergy, Inc. {(“EEI") and Kentucky Utilities Company (*KU"}

Dear Boh:

I send this letter in response to the drafi PPA Jim Helm circulated to me on
December 6, 2005. KU has understood that the Draft PPA, including the pricing
provisions therein, constitutes EEI's best and final offer to KU of power from the Joppa
plant after the end of calendar year 2005

As you know, KU} had hoped to negotiate a cosl-based agreement to replace the
present Power Supply Agreement that expires on December 31, 2005, and we had been
working toward that goal for much of the past year. While the PPA draft that you
forwarded may achieve EEI's goal of pursing market-based sales, it unfortunately, as
confirmed through KU's gencration planning analysis, is not be a least cost resource for
KU and its customers. Accordingly, KU is confirming by this letter that it must decline
EEI’s offer of power on these terms. 1f EE! should have power aveilable on better terms
in the future or at a later time, KU certainly remnins inlerested in considering such
availability, and does not intend by this letter to waive any right or claim that it may
otherwise have to be notified and have an opportunity to acquire that power.

A SUBSCIARY OF

LGEENERGY i



cer

Please feel free to call me with any questions or concemns.

Sincerely,

KENTUCKY UTILITIES COMPANY

Charles A. Freibert, Jr.
Dircetor Energy Marketing
502-627-3673

By:

Ameren — Alan Kelly, Andy Serri
EEI - Jim Heim
LGEE - Paul Thompson, John Voyles, Kent Blake, Bob Brunner, Steve Phillips,

Beth Cocanougher

272
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Exhibit___ (LK-7)

Page 1of 3
Kentucky Utilities Company
EE! Operating Income and Total Revenue Requirement Adjustment
Recommended by KIUC
Far the Test Year Ended April 30, 2008
Amounts
E£l Earnings Recognized by KU During Test Year 28,622,539
l.ess: Income Taxes on Earnings as Computed Below (4,180,601)
EE! Earnings Net of income Taxes Recognized by KU 24 431,938
Operating income Effect of Changes Related to EEl Earnings 39,886,805
Revenue Requirement Gross-Up Factor (B/D and PSC Assessment) 0.357017%
Rev Req Fffect of Operating Income Changes Related to EEl Earnings 40,129,565
Rev Req Effect of Changes to Capitalization Related to Elimination of EEl Reductions {1 {2,216,886)
Total Revenue Requirement Reduction by Reflecting EEI as Utility Income 37,912,679
Income Tax Expense Computation
Earnings Recognized In Excess of Dividend 5,858,872
Composite Federal and State Tax Rate 38.8%
Income Tax Expense on Non-Dividend Eamings 2,666,934
£arnings Recognized as Dividends to KU 21,766,667
lLess; B0% Dividends Received Exclusion (17,413,333)
Taxable Dividends 4,353,333
Federal Tax Rate 35.0%
Federal Income Tax Expense on Dividend Earnings 1,623,667
Income Taxes Computed on EEIl Earnings (2) 4,190,601

Computation of Earnings Recognhized as Dividends fo KU
Source: AG 1-34 Page 3 of 20

2007 Calendar Year Dividends 21,400,000
Dividends Computed Eight Months (5/1/2007 - 12/31/07) 14,266,667
Dividends Declared (1/1/08 - 4/30/08) 7,500,000
Dividends Computed for Test Year Ended 4/30/08 21,766,667

(1) See Calculation of Capitalization Effects on Pages 2 and 3 of this Exhibit
{2) See AG-1-25 - 100% of EE! Dividend Earninns excluded for State income Tax Computation



Short-Term Debt
Long Term Debt

Common Equity

Total Capitalization

Kentucky Utilities Company

KIUC Adjustment Descriptions

Adjustment 1 - Remove Company Adjustment 4 Related o EEl

Total KIUC Adjustments to Capitalization

. Cost of Capital as Filed and Corrected by the Company

Short-Term Debt
Long Term Debt

Common Equity

Exhibit___ (LK-7)

EEI Capitalization Adjustments-Capitalization and Cost of Capital Page 2 of 3
Recommended by KiUC
For the Test Year Ended April 30, 2008
Total As Fited Kiuc
Company Per Books Recommended
As Filed Capitalization KIUC KIUC Total
and Percentage Adjustment Adjustment Company
Corrected Applications 1 2 Capitalization
76,538,984 3.27% 42,373 76,581,357
1,262,819,681 43,70% 566,265 1,263,385,946
1,497,213,789 53.03% 14,668,869 687,162 1,512,569,820
2,836,672,454 14,668,869 1,295,800 2.852,537,123
Total Company
Amounts
14,668,869
Adjustment 2 - Remove Company Adjustment 5 Related o EE! 1,295,800
15,964,669
Company's Adjusted Adjusted
Adjusted Junsdictional Kentucky Junsdictional Annual Cost
Total Company Rate Base Junsdictional Capital Cost of
Capitalization Percentage Capitalization Structure Rate Capital
5 76,538,984 73.94% $ 56,692,925 2.70% 2.63% 0.07%
1,262,819,681 73.84% 933,728,872 44.52% 5.21% 2.32%
1,497,213,789 73.94% 1,107 038,876 52.78% 11.25% 5.94%
$ 2,836,572.454 $2,087,361,673 100.00% 8.33%




Kentucky Utilities Company Exhibit__(LK-7)

EEI Capitalization Adjustments-Capiltalization and Cost of Capitai Page 3 of 3
Recommended by KIUC
For the Test Year Ended April 30, 2008
il. Cost of Capital With KIUC EE! Adjustment
KiUC Adjusted Adjusted
Adjusted Jurisdictionat Kentucky Jurisdictional Annual Cost
Total Company Rate Base Jurisdictionat Capital Cost of
Capitalization Percentage Capitalization Structure Rate Capital
Short-Term Debt § 76,581,357 73.94% § 58,624,255 2.68% 2.53% 0.07%
Long Term Debt 1,263,385,946 73.94% 934,147,568 44 29% 521% 2.31%
Common Equity 1,612,569,820 73.94% 1,118,3984,125 53.03% 11.25% 5.97%
$ 2,882 537123 $2,109,165,948 100.00% 8.35%

Revenue Requirement Effect Computation

Capitalization Difference $ 11,804275

COC Computed by Company 8.33%

Return on Additional Capitalization 883,296
Total Capitalization 2,109,165,948

Additional COC 0.02%

Additional Return on Capitalization 421,833
Capitalization Difference $ 2,097,361,673 $2,108,165,948

Total Debt Rate 2.39% 2.38%

Additional Interest 50,126,944 50,198,150 71,206

Composite iIncome Tax Rate 37.803%

Reduced Income Tax Due to Higher interest {26,775}
Totai Rate of Return Effect Before Gross-Up 1,378,354
Gross Up Revenue Factor 0.621752

Revenue Requirement Effect 2,216,886
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Exhibit___(LK-8)

Page 1 of 2
Kentucky Utilities Company
Comparison of O&M Expenses
Test Year vs Twelve Months Ended April 30, 2007
For the Test Year Ended April 30, 2008
($ Thousands)

Twelve Twelve

Months Months

Ended Ended Variance

Account 413012007 4/30/2068 Variance Percentage

500 3,004 3,349 255 82%
502 7,781 9,025 1,244 16.0%
505 4,704 4,887 183 3 8%
506 6,505 6,424 {81) -1.2%
510 3,918 48677 759 18.4%
51 4,008 4,478 470 i17%
512 18,724 24 647 5,923 31.6%
513 5,107 9,380 4,283 B3 9%
514 891 591 100 112%
535 ] 7 (2} -22.2%
539 28 36 B 28 6%
541 81 104 23 28 4%
542 85 136 51 60.0%
544 77 136 59 76.68%
545 10 5 (5 -50 0%
546 108 g9 {106) -9 2%
548 600 1,460 860 143.3%
549 147 114 {3) -26%
551 34 34 - 0.0%
552 126 144 18 14.3%
553 2,084 2,314 220 10.5%
554 251 247 {4) -1.6%
556 1,348 1.342 (6) -0 4%
560 699 888 189 27 0%
561 2,549 843 {1,706) -66 9%
562 409 361 {48) -1 7%
563 278 336 58 20 9%
566 (674) 4,624 5,208 786 1%
567 45 89 44 97.8%
570 1,083 015 {168) -155%
571 2,636 3,300 664 252%
573 336 175 (161} -47 9%
575 996 10 {986) -98.0%
580 1,288 1,284 {4) ~33%
581 572 611 38 6.8%
582 981 1,001 20 2.0%
583 2,913 3,030 1147 4 0%
584 a7 73 {24} 24.7%
585 6 11 5 83 3%
586 5,780 6,097 317 5 6%
687 {50 {73) 17 -18.9%
588 4,457 4,379 (78) -1 8%

589 10 12 2 20.0%
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Page 2 of 2
Kentucky Utilities Company
Comparison of O&M Expenses
Test Year vs Twelve Months Ended April 30, 2007
For the Test Year Ended April 30, 2008
{($ Thousands)
Twelve Twelve
Months Months
Ended Ended Variance

Account 4/30/2007 4/30/2008 Variance Percentage
580 7 7 - 0.0%
581 - 1 1 0.0%
592 1,007 856 {151) -15.0%
533 16,861 20,707 3,846 22 8%
594 654 591 (63) -9 6%
595 68 111 43 63.2%
596 165 56 (109) -86.1%
598 10 8 (2) -20.0%
901 1,994 1,853 (141) -7 1%
g02 4,167 4,127 40 -1 0%
903 10,796 11,301 505 4 7%
804 1,844 3,133 1,289 68 9%
905 83 228 145 174.7%
a07 215 218 3 1.4%
g08 4,185 4734 549 13.1%
909 192 449 257 1339%
810 241 786 545 226 1%
913 - 66 66 0.0%
920 13,186 14,199 1,013 1.7%
9219 5,895 5,742 847 14.4%
g22 {1,111) (1,409) {208) 26.8%
923 6,002 9,657 3,655 59.2%
024 2.784 2,805 21 (0.8%
925 1,488 1,069 {(4289) -28 8%
926 24,887 19,877 (5.010) -20.1%
927 - - - 0.0%
g28 - 1,027 1,027 00%
929 {3) {3) - 0 0%
9301 524 K¥{¢] {154) -29 4%
9302 2,089 1,308 (791) -37 7%
831 1,287 1,398 109 8 5%
835 6,458 5618 (840) -13.0%
Total Non-Fuel O&M 190,057 213,780 23,733 12.6%
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Page 1 of 2
Louisville Gas & Electric Company
Comparison of O&M Expenses
Test Year vs Twelve Months Ended Aprit 30, 2007
For the Test Year Ended April 30, 2008
{$ Thousands)

Twelve Twelve

Months Months

Ended Ended Variance

Account 4/30/2007 4/30/2008 Variance Percentage

500 1,934 2,090 156 B81%
502 30,601 27,326 {3,275) 107%
505 606 754 148 24.4%
506 16,802 16,989 87 05%
507 51 51 - 0.0%
510 1,800 2,347 447 23 5%
511 2,187 2,279 92 4 2%
512 30,839 38,886 9,047 29.3%
513 6,010 7,544 1,634 25.5%
514 1,577 1,335 {242) -15 3%
535 59 53 (B) -10.2%
538 176 161 {15) -8.5%
539 116 130 14 12 1%
540 431 239 {192} -44 5%
541 4 5 1 25.0%
542 72 18D 118 163 8%
543 85 87 2 2 4%
544 103 283 180 174.8%
546 25 29 4 16.0%
548 333 925 592 177 8%
549 44 38 (6} -13 6%
550 29 23 {6) -20.7%
551 28 16 (12) -42 9%
552 100 92 {8) -8 0%
553 6865 1,861 1,475 171 3%
554 104 110 6 58%
556 1,005 1,014 9 09%
558 (2,335) (2,771) (436) 187%
560 537 707 170 31.7%
561 1,935 712 (1,223) -63 2%
562 1,222 1,234 12 1.0%
563 18 87 69 3833%
566 (6) 3,725 37N -62183.3%
567 19 22 3 15 8%
569 12 30 18 150.0%
570 g56 996 40 42%
571 495 777 282 57.0%
573 116 2 {114) -98.3%
575 0984 B8 (956) -80.2%
580 1,206 1,236 30 2.5%
581 365 333 {(32) -8.8%
582 863 937 74 86%
583 4,123 4516 393 9 5%

584 3856 441 56 14.5%
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Page 2 of 2
Louisville Gas & Electric Company
Comparison of O&M Expenses
Test Year vs Twelve Months Ended April 30, 2007
For the Test Year Ended Aprii 30, 2008
($ Thousands)
Twelve Twelve
Months Months
Ended Ended Variance

Account 413012007 4/30/2008 Varlance Percentage
585 - 18 18 0.0%
586 5718 5,621 (87) -1 7%
587 (239) (222) 17 -7.1%
588 2,684 2,960 276 10 3%
589 16 14 (2) ~12.5%
590 24 10 (14) -58 3%
591 669 796 127 19.0%
592 07 729 {178) -196%
593 11,477 12,569 1,082 9.5%
594 1,732 1,841 {191) -11.0%
595 184 224 40 21.7%
596 347 793 446 128 5%
598 474 263 (211) -44.5%
901 713 659 (54) -T.6%
902 1,698 2,117 219 11.5%
803 4,425 4,763 338 7 8%
904 1,738 849 {889) -51.2%
805 212 259 47 22 2%
907 151 140 {11) -7.3%
508 3,820 4,202 382 10 0%
909 299 332 33 11 0%
910 162 649 487 300.6%
913 1 57 56 5600.0%
920 12,619 13,327 708 5.6%
921 5,701 6,558 857 15.0%
922 (1,483) (1,912) {429) 28.9%
923 4121 4,481 360 B.7%
524 3131 3127 (4 0.1%
825 1,749 2,235 486 27.8%
976 24,022 20,434 {3,588) ~14.9%
927 22 26 4 18.2%
928 11 1,132 1,121 10180 9%
929 {30) {33) {3} 10.0%
930.1 301 224 (77} -25.6%
930.2 1,416 979 {437} -30.9%
931 1,269 1,250 {19} -1 5%
935 6,111 4,923 (1,188) -19.4%

Total Non-Fuel O&M 203,254 214,943 11,689 5.8%
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Page 1of 1
Kentucky Litilities Company
Comparison of O&M Expenses
Test Year vs Calendar Year 2007
For the Test Year Ended April 30, 2008
($ Thousands)
Twelve Twelve
Months Months
Ended Ended Variance
Account 12131/2007 4/30/2008 Variance Percentage
Total O&M 755,872 788,745 32,873 4.3%
Less: Fuel Accounts
501 349,272 356,944 10,672 31%
509 2,229 1,912 (317) -14 2%
547 49,972 50,197 225 0 5%
555 146,007 157,243 11,146 76%
557 1,424 1,041 {383) -26 9%
565 3,685 4,618 1,033 28.8%
Total Fuel Accounts 552,579 574,955 22,376 40%
Total Non-Fuel O&M 203,293 213,790 10,497 5.2%
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Louisville Gas & Electric Company
Comparison of O&M Expenses
Test Year vs Calendar Year 2007
For the Test Year Ended April 30, 2008
{$ Thousands)
Twelve Twelve
Months Months
Ended Ended Variance
Account 121312007 4/30/2008 Variance Percentage
Total Q&M 603,075 616,937 13,862 2 3%
Less; Fuel Accounts

501 286,061 287,349 1,288 05%
508 4 3 (t -25.0%
538 39 39 - 0.0%
547 31,203 30,157 {1,046) -3 4%
555 82,337 81,802 {535} -0.6%
557 (672} {570) 2 -0.3%
565 3,791 3,214 {(577) -15.2%
Total Fuel Accounts 402,863 401,994 (869) -0.2%

Total Non-Fuel O&M 200,212 214,243 14,731 7.4%
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Response to KUIC-2 Question No. 2,23
Page 1 of 4
Thompson / Hermann / Charnas

KENTUCKY UTILITIES COMPANY

CASE NO. 2008-00251
CASE NO. 2007-60565

Response to Second Set of Data Requests of the
Kentucky Industrial Utility Customers, Inc.
Dated September 14, 2008

Question No. 2.23

Responding Witness: Paul W. Thompson / Chris Hermann / Shannon L. Charnas

(-2.23 Please refer to the variances comparing test year vs. 2007 actual costs for each
of the O&M accounts found in KU'S response to PSC-1 Question 23 (b) for the
Kentucky jurisdiction. For each of the FERC accounts listed below, please
describe all reasons for the increases in expenses in the test year compared to
those incurred in 2007 Please quantify the effects of each reason cited.

a.

b.

Acct 502 Steam Expenses - +6.05%.

Acct 510 Maintenance Supervision and Engineering - +10 79%.
Acct 512 Maintenance of Boiler Plant - +18.40%.

Acct 514 Maintenance of Misc Steamy Plant - +9.21%.
Acct 548 Generation Expenses - +137.90%.

Acct 560 Operation Supervision and Engineering - +21 33.
Acct 571 Maintenance of Overhead Lines - +17 45%.

Acct 583 Overhead Line Expenses - +16 55%.

Acct 593 Maintenance of Overhead Lines - +15.86%.

Acct 904 Uncollectible Accounts - +43 313%.

Acct 905 Misc. Customer Accounts Expenses - +39.25%.

Acct 923 Outside Services -~ +19 57%



Response to KUIC-2 Question No. 2.23
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Thompson / Hermann / Charpas

A-~-2.23. From KU's response to PSC-1 Question No. 23(b), Total Electric Operation and
Maintenance Expense increased 4.35% from 2007 to the test year

a.

Account 502, Steam Expenses, had a 6.05% ($515,000) increase due to
scrubber operating costs, primarily limestone purchases of $316,000, for the
FGD at Ghent Unit 3 that went online in June 2007, Another $199,000 was
due to limestone and other operating costs, such as boiler plan! operation
labor and water treatment costs, for the Brown and Tyrone stations. (All
dollar amounts are rounded.) The amounts reflected in the test year for this
accoumt are normal and recurring expenses associated with operating KU's
system.

Account 310, Maintenance Supervision and Engineering, bad a 10.79%
(5456,000) increase due to planned inspection and repairs for high energy
piping at Ghent station in Spring 2008 This accounted for 9% (3391,000)
of the variance. 1% ($56,000) is for labor costs. The remaining 39,000
variance is the net of all other variances. {All dollar amounts are rounded )
The amounts reflected in the test year for this account are normal and
recurring expenses associated with maintaining KU's system.

Account 512, Maintenance of Boiler Plant, increased 3.67% (3872,000),
based on a 2007 balance of $23,776,000 and a test year balance of
$24,648,000 not the 18.40% posed in the question above. Brown Station
had storm damage of $251,000 and an auxiliary outage of $232,000.
Pulverizer maintenance ($225,000) and service and feed water cosis
($207,000) are also major contributors across the KU fleet The remaining
$16,000 variance is the net of all other variances. (All dollar amounts are
rounded.} The amounis reflected in the test year for this account are noymal
and recurTing expenses associated with maintaining KU’s system.

Account 5314, Maintenance of Miscellaneous Steam Flant, had a 9.21%
($84,000) increase due to costs at Tyrone (339,000 and Ghent {$11,000) for
miscellaneous plant equipment charges including pump repairs, motor
repairs, costs to open/clean/close auxiliary boiler, electrician fees, etc.
Brown incurred $30,000 for 2008 storm damage repairs and clean up. The
remaining 34,000 variance is the net of all other varfances {All dollar
amounts are rounded ) The amounts reflected in the test year for this
account are normal and recurting expenses associated with maintaining
KU's system.

Account 548, Generation Expenses, had a 137.9% ($846,000) increase due
to outages for the Trimble County 10 combustion turbine in spring 2008
These expenses were incormrectly recorded to the 548 account but were later
reclassified to the 553 account (Maintenance of Generating and Electric
Equipment) in June 2008. (All dollar amounts are rounded ) The amounts
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reflected in the test year for this account are normal and recurring expenses
associated with operating KU's system

Account 560, Operation Supervision and Engineering, had a 21 33%
{$156,000) increase primarily due to compliance consulting and a new
department developed for reliability compliance in January — April 2008
that were not incurred in 2007 for the same period. The compliance
consulting cost accounted for 15.14% (8111,000) of the variance and the
new department accounted for 4 92% ($36,000) of the variance. The
remaining $9,000 variance is the net of all other variances. (All amounts are
rounded.) The amounts reflected in the test year for this account are normal
and recurring expenses associated with operating KU's system.

Account 571, Maintenance of Overhead Lines, had a {7 45% ($490,600)
increase due to NERC regulation, FAC-003. The repulation FAC-003,
addresses vegetation management around transmission lines Compliance
required increased spending on vegetation management of 17.28%
($486,000). The remaining $4,000 variance is the net of all other variances.
{All amounts are rounded.) The amounis refiected in the test year for this
account are normal and recurring expenses associated with maintaining
KU’s systen.

Account 583, Overhead Lines Expense, had a 16.55% ($430,000) increase
due to the January and February storms of 2008. The expense attribuied 1o
the storms accounts for a 15.25% (5412,000) variance. Additionally $4,000
can be attributed to jurisdictional rate changes from January ~ April 2008
compared to January — April 2007. The remaining $14,000 variance is the
net of all variances (All amounts are rounded.) Storm expense is addressed
in Exhibit 1, Schedule 1 18 to the testimony of S. Bradford Rives.

Account 593, Maintenance of Overhead Lines, had a 15.86% ($2,780,000)
increase due primarily to storm restoration expense in the 1% quarter of
2008, which accounts for a 15% (82,712,000} variance  Additionally
$20,000 can be attributed to jurisdictional rate changes from January — Apri!
2008 compared to Janvary — Apri} 2007. The remaining $48,000 variance is
the net of all other variances. {All dollar amounis are rounded.) Storm
expense is addressed in Exhibit 1, Schedule 1 18 to the testimony of §
Bradford Rives.

Account 904, Uncollectible Accounts, increased 43.33% ($1,007,000). The
Wholesale Uncollectible Account makes up about half of the total variance
and 15 attributed to the billing dispute with Owensboro Municipal Ulilities
related to backup power supplied by Kentucky Utilities. This accounts for
$555,000 or 55% of the total varance between the time periods The
remaining variance of $452,000 or 45% is due to higher net customer
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charge-offs during the 12 months of the test year as compared to 2007 actual
costs. {See response to PSC 2-132(n).) (A}l dollar amounts are rounded.)
The amounts reflected in the test year for this account are normal and
recurring expenses.

Account 905, Miscellaneous Cuslomer Account Expenses, increased
39.29% (364,000), due largely to the creation of 3 new depariment (Retail
Strategy and Operational Analysis). This department supports the Retail
Business by developing process improvements and cost apalyses  This
accounts for 90% or 358,000 of the variance. Also, 10% or 56,000 of the
variance is due to temporary housing for employees from other parts of the
state temporarily working in Lexington. (All dollar amounts are rounded.)
The amounts reflected in the test year for this account are nommal and
recurring expenses.

Account 923, Quiside Services, increased 19.57% ($1,564,000) due largely
to increased legal expenses on environmental, contract, and regulatory
issues (31,183,000}, (See response to AG 2-26(c).) Additionally, there was
an increase in expenses for outside IT consultants ($149,000). Furthermore,
there were additional expenses for a carbon study ($102,000), audit fees
($39,000), and environmental consulting (328,000, due to increased
regulations) The remaining $63,000 variance is the net of all other Outside
Services variances. (All dollar amounts are rounded.) The amounls
reflected in the 1est year for this account are normal and recurring expenses.
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-00252
CASE NO. 2007-00564

Response to Second Set of Data Requests of the
Kentucky Industrial Utility Customers, Inc,
Dated September 24, 2008

Question No, 2.21

Responding Witness: Paul W. Thompsen / Chris Hermann / Shannon L. Charnas

Q-2.21. Plense refer to the variances comparing test year vs. 2007 actual costs for each

of the Q&M accounts found in LG&E’s response to PSC-1 Question 23 (b} for
the electric operations. For each of the FERC accounts listed below, please
describe all reasons for the increases in expense in the test year compared to
those incurred in 2007, Please quantify the effects of each reason cited.

a Acct 506 Miscellaneous Steam Power Expenses - +21.22%.

b Acct 510 Maintenance Supervision and Engineering - +14.59%.

¢ Acct 512 Maintenance of Boiler Plant - +18 40%.

d. Acct 513 Maintenance of Electric Plant - +36.15%.

e. Acct 548 Generation Expenses - +175.45%.

f. Acct 560 Operation Supervision and Engineering -~ +14.88%

g Accl 571 Maintenance of Overhead Lines - +11 72%

h. Acct 583 Overhead Line Expenses - +20 77%.

i. Acct 584 Underground Line Expenses - +15.90%.

i Acct 593 Maintenance of Overhead Lines - +22.18%.

A-2.21. From LG&E’s response to PSC-1 Question No. 23(b), Total Electric Operation

and Maintenance Expense increased 2.30% from 2007 to the test year.

a. Account 506, Miscellaneous Steam Power Expenses, had a 21.22%
(52,974,000} increase; however, of this amount, $2,771,000 should be netted
with account 558, Duplicate Charges Credit, leaving a 1.44% ($203,000)
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increase. Charges for auxiliary station power are recorded to account 506 in
order to account for the cost of running the stations for management
reporting purposes. These charges are normally offset by credits in Account
558 for FERC reporting; however, in the balances provided in the test vear
in the response to PSC 1-23(b) this netting was not reflected. The $203,000
variance is attributed to increased labor costs {All dollar amounts are
rounded.) The amounts reflected in the test year for this account are normal
and recurring expenses associated with operating LG&E's system

. Account 510, Maintenance Supervision and Engineering, had a 14.59%
($299,000) increase due to planned inspections and repairs for high energy
piping at Cane Run in the first quarter of 2008. (All dollar amounts are
rounded.) The amounts reflected in the test year for this account are normal
and recurring expenses associated with maintaining LG&E’s system

Account 312, Maintenance of Boiler Plant, had an 18 40% ($6,198,000)
increase. Of this amount, $3,502,000 is due to higher outage cost primarily
from Cane Run Unit 5’s major turbine overhau} during the spring of 2008
which contributed $2,157,000 of the variance. Major turbine overhauls
generally occur every 5-7 years for all LG&E steam generating units. In
addition, Mill Creek 4 contributed 31,046,000 because it had a four week
outage in 2008 versus a one week outage in 2007 and other outages
contributed $299,000. The remaining 32,696,000 is altributed to costs for
non-cutage maintenance items such as: mills/feeders ($587,000), scrubbers
($374,000), sludge processing plant/thickeners ($345,000), limestone
processing related maintenance ($340,000), primary fuel combustion
($298,000), ash handling ($171,000), boiler maintenance (§137,000),
service water systems ($126,000), general maintenance ($105,000), barge
unloader ($85,000), and sunips (538,000) The remaining $86,000 variance
is the net of all remaining variances. (All dollar amounts are rounded.}) The
armounts reflected in the test year for this account are normal and recurring
expenses associated with maintaining LG&E’s system.

. Account 513, Maintenance of Electric Plant, had a 36.15% (52,003,000)
increase due to Cane Run Unil 5’s major turbine overhaul during the spring
of 2008. The outages related this overhaul were $1,632,000. Major turbine
overhauls generglly occur every 5-7 years for all LG&E steam generating
units. In addition, $310,000 is attnibuted to non-outage maintenance cosls
for generators at various units. The remaining $61,000 variance is the net of
all other variances. (All dollar amounts are rounded.) The amounts
reflected in the test year for this account are normal and recurring expenses
associated with maintaining LG&E's syslem.

. Account 548, Generation Expenses, had a 175.45% (8589,000) increase.
This was due to outages $(594,000) for Trimble County 10 Combustion
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Turbine in spring 2008. These expenses were incorrectly recorded to the
548 account but were later reclassified by moving them to the 553 account
{Maintenance of Generating and Electric Equipment) in June 2008. The
remaining $5,000 variance is the net of all other variances. (All dollar
amounts are rounded.) The amounts reflected in the test year for this
account are normal and recurring expenses associated with operating
LG&E’s system.

Account 560, Operation Supervision and Engineering, had a 14.88%
($92,000) increase primarily due to compliance consuiting and a new
department developed for reliability compliance in January - April 2008
that were not incurred in 2007 for the same period. The compliance
consulting cost accounted for 82% ($75,000) of the variance and the new
department costs were $27,000. The remaining $10,000 vaniance is the net
of all other variances. (All amounts are rounded.) The amounts reflected in
the test year for this account are normal and recurring expenses associated
with operating LG&E’s system.

. Account 571, Maintenance of Overhead Lines, had an 11.72% (3$83,000)
increase due to NERC regulation, FAC-003. The regulation FAC-003
addresses vegetation management around transmission lines. Compliance
required increased spending on vegetation management of 11% (381,000).
The remaining $2,000 variance is the net of all other varances. (All
amounts are rounded.) The amounts reflected in the test year for this

account are normal and recurring expenses associated with maintaining
LG&E’s system.

. Account 583, Qverhead Line Expense, had a 20.77% ($777,000) due to the
January and February storms of 2008, The expense attributed to the storms
accounts for a 20.71% ($732,000) variance. The remaining 6% ($46,000)
variance is the net of all variances. (All amounts are rounded.) Storm
expense is addressed in Exhibit 1, Schedule 1.18 to the testimony of S.
Bradford Rives.

Account 584, Underground Line Expenses had a 15.90% ($60,000) increase
due to inspection work performed January — April 2008 of $63,000. The
remaining negative 33,000 variance is the net of all variances. (All amounts
are rounded.) The amounts reflected in the test year for this account are
normal and recurring expenses associated with operating LG&E’s system.

Account 593, Maintenance of Overhead Lines, had a 22.18% ($2,281,000)
variance due primarily to storm restoration expense in the first quarter of
2008, The storm restoration expense accounts for a 20% ($1,992,000)
variance. The remaining 2% (82R9.000) can he attrihuted to increased tree
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trimming expense. (Ail amounts are rounded.) Storm expense is addressed
in Exhibit 1, Schedule 1.18 to the testimony of S. Bradford Rives.
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Response to PSC-3 Question No. 2D
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Charnas/ Spanos
KENTUCKY UTILITIES COMPANY

CASE NO. 2008-00251
CASE NO. 2007-00565

Response to Third Data Request of Commission Staffl
Dated September 24, 2008

Question No. 20

Responding Witness: Shannon L. Charnas / John J. Spanos

Q-20. In Case No, 2007-00565, KU reqguests approval of a depreciation study based on
the equal life group ("ELG") method for all plant placed into service as of
December 31, 2006. The results of the study were summarized in KU's
application at Exhibit JJS-KU, 1lI-4 through HI-10. As shown on page 111-10, the
equai life group method resulted in an annual depreciation expense for KU of
$111,765,099.

A20.

a.

B

Refer to KU's response to Staff's Second Request, Item 84(c). 1t is stated that,
during the formulation of the depreciation study, the average life group
method was applied to calculate depreciable lives at the same time that the
equal life group was used. Provide the results of the depreciation study using
the average life group method when applied to plant in service as of
December 31, 2006. Provide this response in the same format as Exhibit JJS-
KU, 1iI-4 through Hi-10.

. Provide the workpapers that clearly demonstrate the core/root differences in

the equal life group method used to calculate the depreciation shown in KU’s
application at Exhibit JJS-KU, II-4 through IlI-10 and the depreciation
calculated in (a) using the average life group.

Using the composite depreciation rates provided in (a), recalculate
depreciation for plant in service as of April 30, 2008. The response to this
request should be presented in the same format used in KU's response to
Staffs Second Request, Item 90, pages 2 — 10.

See attached, as was provided in Case No. 2007-00565, Responsge ta the
Attorney General's Initial Requests for Information dated February 4, 2008,
Question No. 27.

Other than the testimony referenced in KU’s response to PSC-2 Question No.
84, there are no workpapers that demonstrate the core/root differences in the
ELG method. The root differences between the average service life and equal
life group procedures deal with the recovery rates of plant in service. The
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average service life procedure is based on direct weighting of all plant assets
regardless of their age. The equal life group procedure more appropriately
matches the level of recovery to the usefulness of the asset Therefore, using
the equal life group procedure is designed to recover each vintage based on iis
attained age.

¢. See attached.
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Attachment to Response to PSC-3 Question No. 20(c)
Responding Witness — Charnas
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Charnas
Kentucky Utilities Cornpany
Annualized Depreciation
Depreciation adjustment under 2006 ASL rates vs. proposed 2006 ELG rates

Depreciable 2006  Deprecistion 2006 Depreciation

Balance ASL tndey ELG Under
Property Group 4-30-08 Rotes 2006 ASL Rates  Rates 2006 ELG Rates
Intangible Plant
301 Organization 44,456 0.00% - 0.00% -
302 Fronchises and Consents 83,453 0.00% - 0.00% .
303 Misc. Intangible Plamt 35,536,344 2000% 5,107,269 20 00% 5,107,269
Toisl Intangible Plant 25,664,252 5,107,269 5,107,26%
Steam Production Piant
340.00 Land 10,874,263 0 00% B 0.00%
311 G0 Structures and Improvements
5603 Tyrone Unit 3 3,540,781 000% - 0 00% -
5604 Tyrone Units 1&2 583,381 0 80% - 0.00% -
5613 Green River Unit 3 2,818,745 0600% - 0 00% -
5614 Green River Unit 4 4,584,599 0.006% - 0.00% -
5615 Green River Units 182 1,596,587 0.00% - 0 00% -
562 Brown Unit 1 4,703,190 0.60% 28,219 0 59% 27,749
5622 Brown Unit 2 2,102,892 0.08% 1,682 0.06% 1,262
5623 Brown Unit 3 20,393,087 0.54% 110,123 855% 12,162
5643 Pineville Unit 3 16,204 0.00% . 0.00% -
5650 Ghenst Unit § Scrubber 24,301,127 265% 643,980 2.69% 653,700
5651 Ghent Unit 1 17,401,172 0.39% 67,865 0 46% 69,605
5652 Ghent Unit 2 16,011,013 0 50% 80,055 0.52% 83,257
5653 Ghent Unit 3 41,471,559 I 19% 493,512 [.19% 493,512
5654 Ghent Unitd 29,847,745 141% 420,853 1.42% 423,838
5591 System Laboratory 805,716 154% 12,408 1.56% 12,569
i73,177,798 1,858.696 1,877,653
312.00 Boiler Plant Equipment
5603 Tyrone Unit 3 12,871,948 3903 513,591 4 30% 553,494
3604 Tyrone Units 1&2 411,500 0.14% 591 0.00% -
5613 Green River Unit 3 11,306,456 3 08% 148,239 3.39% 383,289
5614 Green River Unit 4 24,333,224 4 20% §,021,995 450% 1,694,995
5615 Green River Unils 1&2 127,047 2 18% 2,770 2.52% 3,202
5621 Brown Unit | 35,820,603 298% 1,067,436 3.10% 1,110,420
5622 Brown Unit 2 29,419,949 301% 885,540 3 1d% 923,786
5623 Hrown Unit 3 86,541,309 280% 2,423,157 295% 2,552,969
5643 Pineville Unit 3 226,832 0.00% - 0.00% -
5650 Ghent Unit 1 Scrubber 86,520,141 I8™% 3,348,329 4.01% 3,469,458
5651 Ghent Unit 163,735,182 3 84% 6,287,431 4.02% 6,582,154
5652 Ghent Unit 2 89,995,577 233% 2,096,897 245% 2,204,852
5653 Ghent Unit 3 259,377,006 2.63% 6,821,615 2.76% 7,158,805
5654 Ghent Unit 4 231,652,822 179% 6,463,114 194% 6,810,593
5659 Coul Cars 7,647,232 241% 184,258 241% 184,258
5660 Ghent 3 Scrubber 118,758,718 J87% 4,595,562 4 01% 4,763,225
1,158,755,347 36,060,966 37,794,579
314.00 Turbopenerntor Units
5603 Tyrone Unit 3 4,717,600 344% 162,265 3 68% 173,586

5604 Tyrone Units 1&2 68,206 0.00% - 0.00% -
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Charaas
Kentucky Utilities Company
Annunlized Depreviation
Deprecistion adjustment under 2006 ASL rates vs. proposed 2006 ELG rates

Deprecioble 2086  Deprecintion 2006  Depreciation

Balance ASL Under ELG Under
Property Graup 4-30-08 Rates 2006 ASL Rates  Rates 2006 ELG Rates
5613 Green River Unit 3 4,465,895 250% 139,627 3.14% 140,355
5614 Green River Unit 4 10,171,918 3179% 385,516 4.03% 411,963
5621 Brown Unit | 4,813,421 I 12% 54,134 [.16% 56,068
5622 Brown Unit Z i1,041,057 2.81% 321295 3 04% 335,648
5623 Brown Unit 3 21,652,317 317% 876,580 131% 915,294
5651 Ghemt Unit | 25,577,290 221% 570,314 236% 603,624
5652 Ghent Unit 2 29,546,661 108% 614,571 2.19% 647,072
5653 Ghent Unit 3 40,076,564 203% R13,554 I11% 845,616
5654 Ghem Unit 4 51,922.998 220%_ 1.142.306 2 30% 1,194,229
210,077,388 5,070,221 5,323,453
315.00 Accessory Electric Eguipment
5603 Tyrone Unit 3 707,890 000% . 0.00% .
5604 Tyrone Units 1&2 99211 000% - 0.00% -
5613 Green River Unit 3 781,287 0.06% - 0.00% -
5614 Green River Unit 4 1,147,502 1 46% 16,754 1.47% 16,868
5621 Brown Unit 1 339,621 210% 69922 2.09% 69,589
5622 Brown Unit 2 997,856 0.48% 4,790 0.45% 4,490
5623 Brown Unit 3 6,453,917 0.54% 34,851 0.54% 14,851
5650 Ghent Unil | Scrubber 3,016,784 2.10% 81,453 173% 82,158
5651 Ghent Unit 1 7,703,537 0.55% 42,369 0.57% 43,910
56352 Ghent Unit 2 10,873,596 0.60% 65,242 0.63% 68,504
5653 Ghent Unit 3 25,991,761 103% 267,715 1.05% 272.913
5654 Ghent Unit 4 21,911,935 122% 267,326 1.24% 271,708
5660 Ghent 3 Scrubber 11.277,367 276% 304,488  2.73% 307,872
94,292,263 1,154,910 1,173,064
316 00 Miscellaneous Plunt Equipment
5603 Tyrone Unit 3 526,592 3.12% 16430 345% 18,187
5604 Tyrone Unlis 1&2 50,127 0 00% - 0.00% -
5613 Green River Unit 3 153,382 197% 6,089 4.28% 6,565
5614 Green River Unit 4 2,165,959 1% 58,697 3.04% 15,845
5615 Green River Units 182 84,750 000% - 0.00% .
562) Brown Uslht 1 424,540 226% 9,595 2.41% 10,231
3622 Brown Unit 2 106,658 D7% 757 032% 875
5623 Brown Unit 3 4,311,609 133% 106,600 24T% 106,645
5650 Gheat Unil ] Scrubber 985,410 287% 28,281 1.00% 29,562
5651 Ghent Unit 1 1,718,709 1.38% 231,718 151% 25,933
5652 Ghent Unit 2 1,500,525 1 07% 16,056 1.17% 17,556
5653 Ghent Unit 3 3,150,438 £40% 44,106 L41% 44,421
5654 Ghent Unit ¢ 6,247,981 103% 126,834 2.12% 132,457
5591 System Laboratory ) 2,229.677 2 74% 61,093 1.96% 65,998
23,662,356 492,957 574,276
31700 Asset Retirement Obligntions - Steam * 9,249,179

Totzl Steam 1,680,088,593 T 44,637,050 46,693,026
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Charnas
Kentucky Utilities Company
Anpualized Depreciation
Depreciation ndjustment under 2606 ASL rates vs. proposed 2006 ELG rates

Depreciable 2006  Deprecintion 2006 Depreciation

Balance ASL Under ELG Under
Property Group 4-30-08 Rotes 2006 ASL Rates  Rates 2006 ELG Rates
Hydraulic Preduction Plant
5691 Dix Dam
13010 Lond Rights 879,311 0.00% (¥ 0 00% -
331 00 Structures and lmprovemenss 453,195 1.25% 5,846 131% 5,937
332.00 Reservolrs, Dams & Waterways 9,025,249 0.72% 64,982 073% 65,884
333 00 Water Wheets, Turbines and Generators 436,634 0 66% 2,882 0.68% 2,969
334 .00 Accessory Electric Equipment 85,383 0.83% 709 093% 754
335.00 Misc. Power Plamt Equipment 101,513 3155% 3,604 4.21% 4274
33600 Roads, Ratiroads and Bridges 46,974 0 00% 0 0.00% -
33700 Assct Retirement Obligation - Hydro * 4,970
11,033,232 78,022 79,858
Other Production Plant
340 10 Land Rights - 5645 Brown CT 9 Gas Pipeline 176,409 297% 5,239 162% 6,386
340.20 Land 118,514 0.00% - 0.00% .
341 .00 Structures and Improvements
5697 Paddy's Run Generator 33 1,010,328 3.03% 57,883 333% 63,614
5635 Brown CY 5 775,082 3.04% 23,562 134% 25,888
5636 BrownCT 6 192,814 305% 5,881 140% 6,536
5637 Brown CT 7 544,966 2.93% 15,968 3.24% 17,657
5638 Brown CT 8 3,012,655 160% 52,329 287% 57,763
5639 Brown CT 9 4,641,055 2.60% 120,667 287 133,198
5640 Brown CT 10 1,865,718 2.61% 48,695 287% 53,546
5641 Brown CT 11 1,858,754 272% 50,558 3.00% 55,763
0470 Trimble County CT 5 3,740,231 3i4% 117,443 347% 129,786
0471 Trimble County CT 6 1,588,684 3I12% 114,967 144% £23.4510
0474 Trimble County CT 7 3,559,155 3.32% 118,164 169% 131,333
0475 Trimble County CT B 3,548,852 3.32% 117,822 3.69% 130,953
0476 Trimble County CT 9 3,655,976 3.31% 121,378 1 69% 134,906
0477 Trimble County €T 10 3,653,030 3133% 121,281 3 69% 134,797
5896 Hoelling Units 1,2,8:3 434,853 647%_ 28,135 889%__ 38,658
35,982,154 1111734 1,237,867
342.00 Fuel Holders, Producers and Accessories
5697 Paddy's Run Generator 13 1,995,101 IN% 62,048 337% 67,235
5635 Brown CT 5 727,929 1% 22,639 3.36% 24,458
5636 Brown CT 6 146,515 2.92% 4,278 3.16% 4,630
5637 Brown CT 7 145,745 292% 4,256 316% 4,606
5638 Brown CT & 19,613 263% 516 3.86% 561
5639 Brown CT 9 1,932,187 2.65% 31,203 287% 55,454
5640 Brawn CT 10 3i,738 2.63% 835 2 85% SD5
5641 Brown CT 11 52,430 114% 1,437 256% 1,552
5645 Brown CT 9 Gas Pipeline 8,106,134 235T% 208,328 279% 226,161
0470 Trimble County CT 5 235 584 3.21% 7,691 3.48% 8,338
047] Trimble County CT 6 239,246 32% 7,680 3.48% 8,326
0473 Trimble County CT Pipeline 4,850,115 123% 156,659 351% 170,239

(474 Trimble County CT 7 578,059 142% 19,770 3 74% 20,619
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Charnas

Kentucky Utilities Company

Annualized Depreciation
Depreciation adjustment under 2086 ASL rates vs. preposed 2006 ELG rates

Depracizble 2006  Depreciation 2006  Depreciation
Balance ASL Under ELG Under
Property Group 4-30-08 Rates 2006 ASL Rates  Rates 2006 ELG Rates
0475 Trimble County CT 8 576,386 3.42% 19,712 3 74% 31,557
0476 Trimble County CT 9 593,786 342% 20,307 174% 21708
0477 Trimble County CT 10 622,873 342% 21,302 3174% 23,295
5696 Hoefling Units 1,2,&3 227,578 {1.60% - (48% 1,697
21,085,015 608,659 662,235
343.00 Prime Movers
5697 Paddy's Run Generloe 13 17,421,691 362% 630,665 4.49% 782,234
5635Brown CT 5 13,182,503 3.65% 481,161 4 60% 606,395
5636Brown CT 6 30,423,304 3.55% 1,080,027 4 52% 1,375,113
5637 Brown CT 7 30,024,507 358% 1,074,892 4 56% 1,369,135
5638 Brown CT 8 26,344,009 330% 869,352 4 13% 1,088,608
5639 Brown CT 9 21,502,647 123% 694,536 400% 860,105
5640 Brown CT 10 19,670,646 3126% 641,263 4.04% 794,694
5641 Brown CT 11 34,931,891 141% 1,191,177 4 i7% 1,456,660
0479 Trimble County CT 5 30,564,294 3.72% 1,136,992 4 66% 1,424,296
0471 Trimble County CT 6 30,443,723 3.72% 1,132,506 4 66% 1,418,677
0474 Trimble County CF 7 23,773,708 iN% 890,452 517% 1177401
0475 Frimble County CT 8 22,568,161 391% 882,415 516% 1,164,517
0476 Trimble County CT 9 22,401,560 151% 875,901 516% 1,155,920
0477 Trimble Counmy CT 10 22,385,894 I51% 875,288 3 16% 1,155,112
344,638,937 12,456,629 15,828,290
344.00 Generators
5697 Paddy's Run Generator 13 5,185,636 254% 152,458 296% 153,485
3635 Brown (T 5 2,831,528 294% 83,247 296% 83,813
5636 Brown CT 6 3,112,620 2.76% 102,468 T18% 163,211
5637 Brown CT 7 3,722,788 2.76% 102,749 2.78% 103,494
5638 Brown CT 8 4,953,961 2.46% 121,867 2.49% 123,354
5639 Brown CT 9 5,452,041 231% 125,942 2.36% 128,668
5640 Brown CT 10 4,944,423 2.46% 121,633 149% i23,116
5641 Brown CT 11 5,187,040 253% 131,232 2.56% 132,788
0470 Trimbie County CT § 3763275  304% 114404  3.06% 115,156
0471 Trimble County €T 6 3757047 3104% 114242 306% 114,993
0474 Trirable County CT 7 2.950,282 3126% 96,1719 1.26% 96,172
0475 Trimble County CT 8 2937930 326% 95,777 1.26% 95,777
0476 Trimble County CT 9 1957520 3.26% 96,415 1.26% 86,415
0477 Trimble County CT 10 2,954,149 126% 96,305 31.26% 96,305
5696 Hnefling Units 1,2,&3 4,023,002 0.00% - 0.00% -
59,334,142 1,554,918 1,566,764
145 00 Accessory Electric Equipment
5697 Paddy's Run Generator 13 2456320 2 88% 70,742 3.04% 74,672
5635 Brown CT 5 1,332,367  21B89% 38,500  304% 40,498
3636 Brown CT 6 1,354,816 271% 36,716 2.86% 38,748
5637 Brown CT 7 1,347,700 2.71% 36,523 2 B6% 18,544
5638 Brown CT § 1,799,436 241% 43,366 256% 46,066
5639 Brown CT 9 3,226,186 232% 74,848 2.49% 80,332
5640 Brown CT 10 1,804,419 244% 44,028 258% 46,554
5641 Brown CT 11 916,326 248% 22,725 2.63% 24,G99
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Charnas
Kentucky Utilities Company
Annunlized Depreciation
Depreciatlon adjustment under 2006 ASL rates vs. proposed 2006 ELG rates

Depreciable 2006  Depreciation 20056  Depreciation

Balance ASl, Under ELG Under
Propenty Group 4-30.08 Rates 2006 ASL Rates  Roies 2006 ELG Rates

0470 Trimble County CT 5 1,677,092 298% 49,977 3.14% 52,661
0471 Trimble Counly CT & 1,674,719 2.98% 49907 114% 32,586
0474 Trimble Caumy CT 7 3,146,235 319% 100,365 335% 105,399
0475 Trimble County CT 8 3,137,127 319% 100,074 315% 105,094
0476 Trimble County CT 9 3,23],827 3 19% 103,095 335% 108,266
0477 Trimble County CT 10 3220223 1.19% 103,012 1.35% 108,179
5696 Haefling Units 1,2,&3 623,419 0.00% - 0.00% -

30,957,013 873,877 921,698

346.00 Misceltaneous Flont Equipment

5697 Paddy's Run Generator 13 1,082,550 120% 34,866 370% 40,313
5635 Brown CT 3 2,139353 320% 68,459 IN% 79,370
5636 Brown CT & 48,960 333% 1,630 3.93% 1,924
5637 BrownCT 7 35,647 123% 1,58 376% 1,340
5638 Brown CT 8 210,069 II1% 6,373 3106% 7,362
5639 Brown CT 9 760,255 2. 77% 21,059 319% 24,252
5640 Brown CT 10 274,391 2 B5% 1,820 3 30% 9,035
5641 Brown CT 11 548,588 31.22% i 7,665 376% 20,627
0470 Frimble Coumty CT 5 28.964 3173% 1,080 4 81% 1,393
0474 Trimble County CT 7 B.889 350% i 413% 167
0475 Trimble County CT 8 §,86) 350% 310 4 13% 165
0476 Trimble Counyy CT 9 9,114 3.50% 9 4.14% 77

0477 Trimble County CT 10 9106 349% 318 4 13% 376
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Charnas
Kentuchy Utilities Company
Annualized Depreciation
Deprecintion adjustment under 2006 ASL rates vs. proposed 2086 ELG rates

Depreciable 2006  Depreciation 2006  Depreciation

Balance ASL Under ELG Under
Property Group 4-30-08 Rates 2006 ASL Rates  Rates 2806 ELG Rales
5696 Haefling Units 1,2,8:3 35,805 0.00% - 1.97% 705
5,227,550 161,362 187,829
347 00 Asset Retirement Obligations Othe Prod * 70,990
Tatal Other Production 497,590,725 16,772,417 20,411,068
Transmission Plont
350.1 Land Rights 23,341,455 0.58% 228,746 1.12% 261,424
350.2 Lund 1,232,665 0.60% . 0.00% -
352.1 Struct and )mpr. Non Sys Control 7,228,687 i 54% 111,322 1.75% 126,502
3522 Strucl end Impr. Sys Controt 1,154,520 1 43% 16,510 163% 18,815
353.1 Siation Equipment 175,730,576 1.98% 3479465 2.46% 4,322,972
353 2 Syst Contrgl/Mlerowave Equip 14,749,281 0.46% 67,847 0.56% 82,596
354 Towers & Fixtures 63,279,467 1.21% 765,682 [ 30% 822,633
355 Poles & Fixtures 100,687,186 228% 2,285,668 291% 1,929.997
356 OQverhend Conductors and Devices 132,799,950 1.79% 2377119 205% 2,722,399
357 Underground Conduit 448,760 260% 11,668 319% 14,315
358 Underground Conductors & Devices 1,114,762 1.26% 14,046 1.45% 16,164
359 Transmission ARO's * M2
Tota) Transmission Plant 521,718,335 9,368,072 11,317,822
Distribution Plant
360.1 Land Righis 1,496,173 0.65% 9,725 0 70% 10,473
3602 Land 1,998,646 0.00% - 0.00% .
361 Seructures and Improvements 5,058,213 [ 65% 83472 200% 101,178
362 Sution Equipment 103,445,343 2.28% 2,358,554 282% 2917,159
364 Poles Towers & Fixtures 212,853,185 2.30% 4,805,623 3.25% 6,917,729
365 Qverhead Conductors ond Devices 199,717,218 3 70% 5,392,365 4 23% 8,448,038
366 Underground Conduit 1,540,234 {93% 29,842 2 06% 31,852
367 Underground Conductors & Devices 86,404,514 209% 1,805,854 2.86% 247,169
368 Line Transformers 248,482,289 3 10% 1,702,951 183% 9,516,872
369 Services 83,122,059 } 994% 1,654,129 257% 2,136,237
3710 Meters 65,364,852 1.76% 1,150,421 279% 1,823,679
371 Installations on Customer Premises 18,284,592 2.38% 435,173 305% 557,680
373 Street Liphting & Signal Systems 53,771,544 2.25% 1,231,368 316% 1,699,181
374 Asset Retirement Cost - Distribution * 18,610 -

Total Distribution Plant 1,081,564,173 26,749,419 36,631,247
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Kentucky Utitities Company
Anmalized Depreciation
Depreciation adjusiment under 2006 ASL rates vs. proposed 2006 ELG rotes

Deprecinble 2006  Depreciation 2006  Depreciation

Balance ASL Under ELG Under
Property Group 4-3{-08 Rates 2006 ASL, Rates  Rates 2606 ELG Rates
(ieperal Plant
389.2 Land 2,575,973 0.00% - 0.00% -
390.) Struciwres & Improvemenis 29,901,859 1.66% 496,371 2.30% 687,743
390 2 Improvemenis o Leased Froperty 531,973 156% 8,299 104% 10,852
391 | Oftice Furniture & Equipment 6,548,609 4 19% 274,387 4.19% 274,387
391 2 Non PC Computer Equipment 10,163,473 10.14% 1,030,576  10.14% 1,030,576
391 3 Cush Processing Equpment 448,191 23 26% 104,249  231.26% 104,249
391 .4 Personal Cemputer Equipment 2,486,306 15.47% 384,631 21 10% 524,610
392 Tronsportation Equipment 18,955,798 20 00% 3,791,160 20.00% 3,791,160
193 Stores Equipment 735,053 5.25% 38,590 5.25% 38,390
394 Tool, Shop & Gurage Equipment 5,473,498 4.75% 259,99) 4 75% 259,991
355 Laboratary Equipment 3,160,382 2742% 866,577  2742% 866,577
346 Power Operuted Equipment 270,942 637% 17,259 6.62% 17,936
192.10 Communicetion Equipment - Carrier 8,835,076 713% 629,941 713% 629,941
397.20 Communication Equip. - Remole Contro 3,913,060 1.95% 31,088 795% 311,088
397.30 Communication Equipment - Mobile 5,087,846 T.30% 171413 1.30% 3N 413
398 Misc Equipment 373,590  2054% 76,735 20.54% 76,735
Totaf Genera| Plant i 99,461,628 8,661,267 8,095,849
Total Plant in Service 3917,180,938
Townl Annusl Depreciation excluding AR amounts 111,373,576 129,136,140

Less Amourits nof ncluded in income Statement Deprecintion

Coaf Cors 184,298 184,298
Brown Gas Pipeline 208,328 126,161
TC Gas Pipeline 156,659 170,239
Accoum 139200 Transportasion Equip. 3,791,160 3,791,160

Subtotal 4,340,444 4,371,858
Total Annusiized Depr. less ARO and Amis notin Inc St Depr 107,033,132 124,864,282
Less ECR Depreclation 12,751,570 3,327,774
Total Annulized Depreciation excluding ECR and ARQ $ 94,281,562 $ 111,536,507

* Represents list of ARO assets. Please note these amounts are not included in the ealculntion.
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Kentucky Uttlitles Company - ECR April 2008
2006 Deprecintion 2006 Deprecintion
ASL Under Praposed Vader
Rates 2006 ASL Rates ELG Rotes 2008 ELG Rales
2001 Plan -"
Project 16— NOx Ghent Plant
Ghent 4 112002
Investmenls 4.551,149 279% 126977 06 2 94% 133,803 78
Retitements. Originol Cost 44,311} (360 00} {260 06}
Ghent 2 Mo
Investments 5,224,392 233% §21,72833 245% 127,997 60
Retirements. Original Cost {41,180} (156 06) {756 60y
Project 17~ SCRs apd NOx Modificotions
Tyrone 3 . Original in-seryice amount F1/172000
Investmenis 1,262,166 399% 5036042 430% 54,273 M4
Relirements. Orlginol Cost (216,581) (4.608 00} {4.608 o0y
Tyrone 3o er 2004 Adgin 127412004
investmenis 81293 399% 148299 430% 3,753 60
Greep River3 Origlnn] Invesiments Hinm
investments 1,358,579 308% 4),844 23 339% 4605583
Retiremenis, Original Cost {149,233) (2,892 00) (2.892 00y
Green River 3 Decembe, 4 Additin 12/1/2004
Investments 269,265 3 08% 8.283 36 339% 912808
Hrown 2 Oripina} {nvestment |V 2002
investments §1.937,045 30i% 5830505 3 5% 61,016 92
Resirements. Driginal Cost {918.431) {26,448 00) (26,448 C0)
Brown 2 December 2004 Additlons 12112004
tnvestments 176,167 301% 3336262 115% 2444925
Ghent 3 Origina) Investment IN2004
Investments T1.476,281 263% 1,879,826 19 2 76% 1.972 745 38
Retirements, Original Cost (172,301) {3,828 00} {3,828 00)
Ghent 3 December 2004 Additions 12172004
lnvestments 2.958,119 263% 71,798 53 276% 81,644 08
£hent 3 April 2005 Additions 3172004
Investments 2.971,18t 263% 78,142 07 276% 82,004 61
Ghent 4 Original Invastment 41112004
Investments 53,324,763 2 755% 1.487,760 89 294% } 567,148 D3
Retirements, Oviginal Cost {216,248) {4,668 G0} {4.668 D0)
Ghent 4 December 2004 Additinns 12172004
Investments 3.288,176 275% 91745 70 294% 96,678 26
Ghent 4 Aprl 2005 Addifion 41172004
fnvestments 3,518,957 27%% 98,178 91 294% 103,457 34
Brown 3 Oripinal Investment 57112004
Investmenls 2,102,228 280% 5886238 2 05% 62005713
Retiremenits, Original Cost (848,647 {33,180 00) {33.180 0D)
Brown 3 December 2004 o P00
Investmenis 364,407 2 80% 10.203 40 295% 10,750 04
Brown 3 April 2005 Additions SN2004
Investments 754 2 BO% FARE 295% 124
Ghent 1 Origingt Invesiment 5/12004
Investments 56,004,868 1 84% 2.150,586 93 4 02% 2.251.395 59
Retirements, Original Cost {113,614} (3.540 06} (3.540 00)
Ghend eezmher 2004 Additi L2004
Investmeniy 9,611,570 3 84% 369,314 59 402% 386.626 31
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Kentucky Utilitles Company - ECR April 2008
2006 Bepreciation 266 Depreciation
ASL Under Praposcd Under
Ruales 2006 ASL Rates  ELG Rates 2006 ELG Raics
Ghent T April 2005 Additions 57172004
Investments 3,520,209 3 8% 135176 02 4 02% 141512 40
Ghent 2 « Deeember 2604 Addition F2004
Investments 13,192 133% 30737 245% 32325
GHLS atalyst i 512006
lavestments 2112857 3 B4% 81,133 70 4 02% 84.035 84
2601 Plan Additions 226139818
2001 Pian Retirements {2,728,546)
2003 Plan
Project I8 - Ghent Ash Fond
124172003
Investments 16,148 205 275% 45053743 294% 474,750 87
2605 Plan
Pyolect 19 - Ash Hendling uf Ghent
Ghent Station » Ash Pipe Repl Addjtian 4/30/06 4112006
Investrnoms 398,915 2 719% 11129 74 294% 1,728 1
Retirements, Originel Cost {292.425) {6312 00) (6,312 00)
Ghent 3 6i172007
Investments-Tolnd 136.503,012 IRT% 5,282,666 84 4 0% 54713,171 06
Retirements, Originol Cost {4,047.526) {89 220 00} (89.220 (D)
Brown Troining BldeWarehpuose FX12607
Invesmments-Totad 7334334 2 80% 305,361 63 295% 216,363 14
Retirements - Original Cost {74.700) {2916 00) {2,916 00}
2005 Pian Additions 144,236,278
2005 Pinn Retirements (4,414,651
2086 Plan
£ 25 - Mercury Monits
Tyrone 3 12312406
Investments 18,149 399% 72413 4.30% 780 3%
Brown 3 1273172006
Investments 68,158 280% 1.908 42 295% 2,010 65
Ghent 4 12/31/2006
Investments 45279 T79% 126329 294% 1.331 21
Green River 4 1273172006
Invesimenis iB,164 4 20% 162 87 4 50% 81736
E tackvision EDR Uppred 10/1/2007
Investmenls 115,540 20 60% 23,108 GO 20 00% 23.108 6U
Project 27 - ESP
Brown 6152006
Investments 46,15 2 80% 1,308 03 195% 1.378 10
Retiremients. Qriginal Cost {32,691 (1,284 60) {1,284 00)
2006 Plan Additions 312,005
2006 Plon Retirements (32.691)
Totn! Additiens 1B7.436.395 58 Tola) QM I_I_L}%’}';Mm
Totnl Retirements {7.167,887.87)

Attackment to Response te PSC-3 Question Na, 20{c}

380,268.507.7)
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LOUISYILLE GAS AND ELECTRIC COMPANY

CASE NO., 2608-00252
CASE NO. 2007-00564

Response te Third Data Request of Commission Staff
Dated September 24, 2008

Question No. 21
Responding Witness: Shannon L. Charnas
Q-21. Refer to LG&E's response to ltem 75 of Staff's Second Request.

a. Pages 2-10 of the attachment include 2 comparison of depreciation under
"Current rates ASL" and "2006 New ELG" rates. The Direct Testimony of
Shannon L. Chamas in Case No. 2007-00564 indicates that John Spanos
"studied the Average Service Life ("ASL") and Equal Life Group ("ELG")
methodologies for determining depreciation rates . . . " Clarify that the
"Current rates ASL" shown in the attachment are not rates developed by Mr.
Spanos in conjunction with his 2006 depreciation study, which LG&E
submitted in Case No 2007-00564

b. If the response 1o (a) above indicates that the "Current rates ASL" were not
developed by Mr. Spanos in conjunction with Case No. 2007-00564, provide,
in the format used on pages 2-10 of the attachment, a comparison of
depreciation under the ASL rates developed by Mr. Spanos in conjunction
with his 2006 depreciation study and the ELG rates he has recommended for
LG&E.

c. Describe all favorable and unfavorable comsequences to LG&E if the
Commission were 10 require reclassification of LG&E's assel removal costs
from accumulated depreciation to a regulatory lability account for regulatory
reporting purposes.

A-2L

w@

"Current rates ASL" shown in the attachment are the rates approved by the
Commission in Case No. 2001-00141.

b. See attached

¢. If the Commission were to require the reclassification of LG&E's costs of
removal from accumulated depreciation to a regulatory liability account for
regulatory reporting purposes, a favorable conseguence would be that it would
create consistency between GAAP reporting and regulatory reporting. An
unfavorable consequence would be the inconsistency that would be created
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with prior years' regulatory reporting. There should be no impact on the
ratemaking treatment of the costs of removal, regardless of where they are
recorded, since a basic concept behind including cost of removal as a

component of deprecation rates is to prevent generational inequities. No other
consequences have been identified by LG&E.



ELECTRIC PLANT
Joisogible Plast

Steam Praduetion Plant

13020 Land

3100 Suuesures and knproversents
G112 Cane: Run Unit §
0F21 Cone Run it 2
0131 Cone Run Unit 3
41 Cone Run Unit 4
0442 Cana Run Unit 4 Serubber
0151 Cane Run Unit 5
057 Cane Run Unit § Scrubbee
51 Cane Run tiit 5
G162 Cane Run Unlt & Serubber
0211 Mill Creek Unit §
0212 Milk Creek Unlt 1 Scrubber
D221 Milk Creek Unj) 2
0222 Mill Creek Unit 2 Scrubber
0237 Milt Creek Unit3
033 ML Creed Bnfy 3 Sonibber
0241 Milk Crnek Unis 4
0242 Mill Creek Unit 4 Serabber
0311 Trimble Ceunty Unil 1

Louisville Gas snd Eletiric Compony

Attachment tu Response to PSC-3 Question No. 2H{b)

Anpupilzed Depreclation
Pepreciation sdiustmeat under 1006 AS). enles va proposed 2006 E4G raizs

Page 10113
Charsas

0312 IC Unit [ Cooling Tower PHFU 105

0312 Trimble County Unit | Scrubbes

310 Copitl Legsed Propenty
016) Cone Aun Unit 6

0241 Mill Creok Unit 4

31200  Boiler Plant Equipment
$103 Cone R Locomotive
0104 Cona Run Rail Cars
0312 Cane Run Unis 1
012} Cane Run Uniy 2
0134 Cane Run Unil 3
014t Cane Run Unit 4
0142 Canc Run Uniz 4 Scrubber
015§ Cane Run Unil §
0§52 Cone Runt Unit § Scrubber
0164 Canc Run Unit 6
D1&2 Caste Run Urit 6 Scrabber
0203 Mt Creek Locomelive
0204 Mill Creek Rail Cars
0258 MY Creek Unlt 1
0212 Mill Creeht hnit 1 Scrubber
0221 Ml Creek Unit 2
0222 Mitl Creek Uit 2 Scrubber
0231 Mill Creck Unit 3
0232 Mill Cree! Unlt 3 Sexubber
0241 Ml Creck Unit 4
0242 Mil Creek Unlt 4 Serubber
G311 Trimble County Unit §

0312 TC Unlt 1 Cooling Tower PHFU 105
0312 Trimble County Uit 1 Serubber

DEPFRECIABLE 1008 Depreciating 1008 Depreciation
PLANT ASL Hader ELG Usder
AT Hates 2006 ASL Ruizs Itotes 2006 ELG Rales

2340 [1Revr - [
5302 930 Boots - il

4133 981 0 00% G 00% -

103542 0o0% 000% -

3537 148 0 00% B G0t "
3819018 114% 43 537 6% 48,125
760,360 095% 7313 1il% 440
6185218 % 118,186 200% [ xAK}] S
1 696,425 1 56% 36,464 1 66% 18161
19.461.77Y 213% 414,536 3% 431051
1 Bix 850 104% 3555 213 49,360
19.471.039 1 64% 34.408 1% 127825
1.716,5%6 165% 28.330 174% 29876
10.816,588 FAZ% 153.597 156% E62 250
1393404 181%% 1822 I R9% 26,335
14 £51.259 1 51% 315,254 1 5B% 32650
362.867 1 41% 5334 [REHY 5552
60.488.020 1 85% F9628 1925 1.6} 370
5.330.552 1 75% 23,818 [ §-¥oi% $1016
160,530,135 108% 3339020 2 15% 1451298
HEN 108% 2446 215% T 528
_ . 5tl.30% 138% L1.658 135% 12,016
328 957 186 5116919 6349206
1.238 508 213% 26,338 210% 27450
1,640,450 1 85% 30,348 1 93% 31.4%7
2876958 56685 58.947
55548 2467% L 376 479% 2469
1500773 3% 47156 355% 531014

1053.743 Do0% . ooh%: -

132,831 0o0% . 000% .

711483 a00% - G oD% a
3D232.036 5 BRY% 1,783,815 & G6% 2.020.58¢
17.674,590 4 93% 31876 5 T4 9HD.196
16.914.000 5119% 1255448 ET1% 1476529
2B.412.9%3 401% 1.156.409 4 625 1.312.680
48.163.545 519% 2499 698 5 TE% 2.783.853
32098649 4 46% 1.431 66} A91% 1595.304
613.424 9% 17789 4045 24782
13593412 3 HEN HI2464 3 5B% 128632
49.106,781 424% 2082028 472% TN 7840
42.569.898 £ 50% 1.915.645 4 958 2111467
42542433 4730% 2234,494 512% 2481715
354582173 428% 1,475,837 4% L624 110
0. 152 816 38714 54243010 4 48% 6,279,204
63.198 506 383% 2433142 438% 1168005
137 317 538 3 85% 9.136.725 §45% 16,560,630
114.320.483 3% 4241250 a1d% 4732868
241,714970 16N B.957T 282 4 04% 10,067,685
i5.510 163% 581 4 04% 627
64,095,503 362% 2320257 410% 3621916
1.241.589.365 50.379.403 55,09).588
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Loutsviiie Gas and Elecirie Company
Annualized Brpreciation
Depreciation adjustment veder 2006 ASL rates vs. propased 2006 ELG rates
DEPRECIABLE 1606 Depresiation 2096 Degreciation
PLANT ASL Uader ELG Uader
439708 Rates 1006 AST Rafes Rapes 1006 ELG Rates
Turbogenoratar Units -
0112 Cone Run Unit ¢ 105008 D00t {00 -
(21 Cane Rua Unh 2 19.999 000% 0 00% -
0131 Cane Run Unit 3 SBLYTS8 0 00% - a00% -
BF41 Cone Run Unit 4 9.132.982 308% 281 90 3% 310,183
B15% Cane s Unit £ TA75.366 22H% 163.733 24N 178,484
0161 Cane Run Unit & 15.385.129 3% 506.4711 kEH 533054
024t Mill Craek Uait 1 14.510,858 215% 3i1.983 130% 323,750
G221 Mill Creek Uniy 2 16.626 BED 246% 409,021 162% 435474
0234 Mitl Cresk Unhi 3 2124236 215% 583,471 1138% 618,433
0245 #iH Creek Unit 4 42.0%8 157 0% 954,048 245% 1 (511 405
0312 TC Ualt | Cooling Towes PHFU F5 21 816,538 248% 541,060 2 6H% 584,694
(311 Trimble Counmy Unit | - 59415023 4% 1473497 168% 1,502,128
214 182953 $.234.588 5,618,763
Asceszory Eleevic Equipment
0112 Cane Run Unit L891,613 o0k vo0% B
G12) Cone Ron Uit 2 121128 0 00% " 0 00% -
B} Cane Hun Unisd 151324 D 00% i 800% “
D141 Cane Run Unit § 5353210 3 18% (75.916 340% 188.097
0142 Cone Run Unit 4 Scrubber 987.942 @ 82% 5108 1% 11,6658
BI$1 Came Run Uaiy 5 6.892.343 291% 204 703 3120 2E5,041
0182 Canc Run Unit 5 Screbber 12300 | 49% 33993 161% 37091
0161 Cape Run Unit 6 8.518.498 I 80% 238.518 193% 249 592
8162 Canz Nun Unit 6 Serubber 2124,657 taa% 30 595 161% 34,207
B2%E Mill Creek tinit 1 14 425,285 275% 396,695 2 84% a09 678
€212 MilE Creek Unit 1 Scrobber 5 541,695 674 22546 i 80% 59.751
023} Milk Creeke Unfi 2 6.428,715 103 130,503 213% 136,932
0222 Mili Creek Unit 2 Serubber 4 505,053 § 69% 76,135 183% 81442
0231 M Creek Ui 3 13.487.584 F5U% 243,10 t Gd%e 20198
0232 Mill Creel Unis 3 Scrubber 21531373 1 56% 19494 t61% 41815
0243 Milk Creek Unit & 20.753.935 | 75% 163,194 i 5% 383.948
0242 Mil} Creek Unit 4 Serubber 5 B64.51Y i Nn% 100,291 1B§% i00.156
0331 Trimbla Couney tnit | J6.226,923 213% hLIDT633 1% 1281974
0342 TC Unit | Coofing Tower PHFU 105 653422 1% 1.351 228% 1446
03]2 Trimble Caunty Unit } Serabber 2,116,920 2il% 58.013 22B% 62,402
162.778.602 3,359.908 3,562,033
Miscell Flant Equip
0112 Cane Run Unit § IB.746 0o0% - o8
0131 Canc Run Unit 3 11664 000% - 000% .
0141 Cano Run Unit 4 71.143 630% 4482 & 50%% 4,624
0142 Cone Run Unit 4 Serubber 6454 183% 183 3 18% 204
G{51 Cane Run Unit $ BO.G8G 5 40% 4167 552% 4472
G152 Cane Run Unit 5 Sarwbber 47199 185% 1348 3I12% 1476
0141 Conn Run Unit & 21153924 4 3% 18570 451% 124 202
162 Cann Run Unit 6 Strobber 31569 215%% ] 1 98% 941
823) Ml Creek Unit | 696,199 112 22418 3309 23462
0221 Mill Creek Unit 2 {15,878 290% 3360 I10% 3592
0231 Milk Crock Unit 3 18,625 159% 8252 279% 8890
0241 Mill Crock Unit 4 5,193,691 1% 163 988 328% 176,913
0242 Mill Creek Unit 4 Seruliber 53007 183% L0 302% 1,661
0341 Trimble County Unii { 2213040 2 B9 18,407 3)6% 85,733
12332 130 448,123 436,105
Axsct Metirerment Obligotions ~ Steam™ 5,697,119
Total Steam 1.974.4117.453 65.555.625 — 72,916,706



Hydrautic Protuction Plang - Projecy 189

6451 « Ohin Falls Project 289

33020 Land

331 00 Siuctures and Irprovements

132 00 Reservoin. Dams & Watcrwiays

333 60 Waser Wheels. Turbines and Generstoes
334 00 Accessory Electric Equipment

735 00 Misz: Power Plant Exuéipment

316 00 Roads. Railroads and Bridpes

Bydrauile Froduction Flanl - Qtier Than Project 282

4450 - Qkio Falls Other Thnn Project 289
330 30 Lond

331 .00 Stuchures and Emprovements

335 00 Misc Power Plant Equipment

736 00 Rasds. Rallrcads ond Bridges

337 00 Asct Retirement Obligations « Hydro*

Tote) Hydraulit Plant

Qther Produrton Plant

a0

Land

33108 Stuciures ond lnprovements

2100

DI Cane Ban GT it

0410 Zom nnd River Road Gos Turbine
€431 Paddys Run Generator 12
0432 Paddys Rusr Generator 13
8459 Brown CT 3

0460 Brawn CT &

0461 Brown CT ¥

G470 Trimble County CT ¥
B4TE Trimble County 5T &
€474 Trimbie County CT ¥
4475 Trimb