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RE: Application of Louisville Gas and Electric Company for an Adjustment
of Its Electric and Gas Base Rates — Case No. 2008-00252

Application of Louisville Gas and Electric Company to File
Depreciation Study — Case No. 2007-00564

Dear Ms. Stumbo:

Please find enclosed and accept for filing the original and ten (10) copies of the
Response of Louisville Gas and Electric Company to the Attorney General’s
(AG) Initial Requests for Information dated August 27, 2008, in the above-
referenced matters.

Also, enclosed are an original and ten (10) copies of a Petition for Confidential
Protection regarding certain information requested in Question Nos. 86, 112

and 120.

Should you have any questions regarding the enclosed, please contact me at
your convenience.

Sincerely,
-8/
Lonnie E. Bellar

cc: Parties of Record
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VERIFICATION

STATE OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )
The undersigned, S. Bradford Rives, being duly sworn, deposes and says that he
is the Chief Financial Officer, for Louisville Gas and Electric Company, that he has
personal knowledge of the matters set forth in the responses for which he is identified as

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

L)

S. BRADFORD RIVES

information, knowledge and belief.

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

and State, this_/HY*  day of September, 2008.

y ; .
\J(L/'}” L-Fat e d N g{i-.fv (SEAL)
Notary Pyblit) o

My Commission Expires:

ﬂ A% }Lf"& Lﬂ?/, 20/6




VERIFICATION

COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON ; -

The undersigned, Chris Hermann, being duly sworn, deposes and says he is
Senior Vice President — Energy Delivery for Louisville Gas and Electric Company, that

he has personal knowledge of the matters set forth in the foregoing testimony, and the

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

AWl

CHRIS HERMANN

and belief.

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

and State, this /0™ day of September, 2008.

R\ 7/ (SEAL)
Notary Public U [) o
My Commission Expires:

e, i, ‘?/, 20/0




VERIFICATION

STATE OF KENTUCKY )
} S88:
COUNTY OF JEFFERSON )

The undersigned, Paula H. Pottinger, Ph.D., being duly sworn, deposes and says
that she is the Senior Vice President, Human Resources for Louisville Gas and Electric
Company: that she has personal knowledge of the matters set forth in the responses for
which she is identified as the witness, and the answers contained therein are true and

correct to the best of her information, knowledge and belief.

(e L P

PAULA H. POTTINGER, Ph.D.

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

and State, this_ /0% day of September, 2008.

\jﬁﬂt/smﬂ q EL (SEAL)

Notary qubﬂc 77

My Commission Expires:

v, f/t, 2010




VERIFICATION

STATE OF KENTUCKY )

) SS:
COUNTY OF JEFFERSON )

The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says that he is
the Vice President, State Regulation and Rates for Louisville Gas and Electric Company,
that he has personal knowledge of the matters set forth in the responses for which he is
identified as the witness, and the answers contained therein are true and comrect to the

best of his information, knowledge and belief.

I'ONNIE E. BELLAR

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

and State, this _/{™*_day of September, 2008.

\ﬁdl({/uwwq (L EZ_,\/ (SEAL)

Notary Publicd 0

My Commission Expires:

/7%#&»-1/[@: ?/ K0/




VERIFICATION

STATE OF KENTUCKY )
) §S:
COUNTY OF JEFFERSON )

The undersigned, Robert M. Conroy, being duly sworn, deposes and says that he
is the Director, Rates for Louisville Gas and Electric Company, that he has personal
knowledge of the matters set forth in the responses for which he is identified as the

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

information, knowledge and belief. g ! Cz
/

ROBERT M. CONROY

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

and State, this _/ [ day of September, 2008.

T UEL.  (sEAL

Notary Publit 0

My Commission Expires:

/et reandien ?/, 0/




VERIFICATION

STATE OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Valerie L. Scott, being duly sworn, deposes and says that she is
the Controller, for Louisville Gas and Electric Company, that she has personal knowledge
of the matters set forth in the responses for which she is identified as the witness, and the

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

Viguon . Pk

VALERIE L. SCOTT

and belief.

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

and State, this /(2 day of September, 2008.

T & EB (sEAL)

Notary Publle &7

My Commission Expires:

[ pen e 7,000




VERIFICATION

STATE OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Shannon L. Charnas, being duly sworn, deposes and says that
she is the Director, Utility Accounting for Louisville Gas and Electric Company, that she
has personal knowledge of the matters set forth in the responses for which she is
identified as the witness, and the answers contained therein are true and correct to the
best of her information, knowledge and belief.

gaj\/w / C/UL/M’W

SHANNON L. CHARNAS

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

and State, this /0% _ day of September, 2008.

\j(,/{/l’ﬂ‘i/w’bbf d &//:W (SEAL)
Notary‘P(ﬁbljic J

My Commission Expires:

Vvl G oto




VERIFICATION

STATE OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, J. Clay Murphy, being duly sworn, deposes and says that he is
the Director, Gas Management, Planning, and Supply for Louisville Gas and Electric

Company, that he has personal knowledge of the matters set forth in the responses for

which he is identified as the witness, and the answezs contained therein are true and

correct to the best of his information, }W / %

IYLAY MU Pﬁy

Subscribed and swomgb ore me, a Notary Public in and before said County
and State, this Mﬂ’ day of September, 2008.

T L f/m (SEAL)

Notary Pubﬂc()

My Commission Expires:

ﬂ 9’!»‘1“—’/"’\/8%1 C}/ 26/ U




VERIFICATION

STATE OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, William Steven Seelye, being duly swom, deposes and says
that he is the Senior Consultant and Principal, for The Prime Group, LLC, that he has
personal knowledge of the matters set forth in the responses for which he is identified as

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

information, knowledge and belief. (-\ i '

WILLIAM VEN S CLYE

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

and State, this C\Zﬁ day of September, 2008.

Tiprnir L EZL (SEAL)

Notary Pilbfic 77

My Commission Expires:

/) ot tee ‘7/ S0/




VERIFICATION

STATE OF TEXAS )
) 8S:
COUNTY OF TRAVIS )

The undersigned, William E. Avera, being duly sworn, deposes and says that he
is President of FINCAP, Inc., that he has personal knowledge of the matters set forth in
the responses for which he is identified as the witness, and the answers contained therein
are true and correct to the best of his information, knowledge and belief.

WILLIAM E. AVERA

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

[J i (SEAL)

Notary lic

and State, this af day of September, 2008

My Commission Expires:

(ﬁﬂ/zmr (

ADRIEN MCKENZIE

Notary Public
STATE OF TEXAS
My Comm Exp Jan 10, 2011







Q-1.

L.OUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 1
Responding Witness: Lonnie E. Bellar

For both the electric and gas rate cases, please identify and describe any
ratemaking adjustments and/or rate making methodologies that have not
previously been addressed and/or adopted by the KY PSC.

The testimony filed by the Company contains detailed discussions for each
ratemaking adjustment and references to previous proceedings where the
adjustment have been addressed. In addition, the Company discusses the details
of those adjustments that are unique to the test year and may not have been
specifically addressed in prior proceedings. All of the adjustments are consistent
with rate making principals for determining base rates based on a historical test
year.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 2
Responding Witness: Lonnie E. Bellar
(@-2.  For both the electric and gas rate cases, please identify and describe any
ratemaking adjustments and/or ratemaking methodologies that are different from
the ratemaking adjustments and/or ratemaking methodologies authorized by the

KY PSC in the prior rate case, Case No. 2003-0433.

A-2.  Please see the response to Question No. 1.






Q-3.

A-3.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 3
Responding Witness: Valerie L. Scott

Rives Exhibit 1, Sbheduie 1.42 shows the use of a PSC assessment rate of .1603%
and a bad debt factor of .1835% in the determination of the Gross Up Revenue
Factor. In this regard, provide the following information:

Worksheet showing the derivation of the .1603% and .1835% factors.

Provide the actual PSC assessment rate for electric and gas revenues in the
test year and the current assessment rate for 2008.

c. Provide the actual bad debt factor for the year prior to the test year.

ow

a. PSC assessment invoice (notice date, 06/11/08) $ 1,890,432
2007 annual gross intra-state revenues reported to the PSC  § 1,179,308,942
Assessment / Revenues 0.1603%
Net charge-offs for the test year ended 04/30/08 $2,123,885
Billed revenues from ultimate consumers for the twelve $1,157,302,781

months ended 04/30/08
Net charge-offs / Billed revenues from ultimate consumers 0.1835%

See also Question No. 80.

b. The 0.1603% in (a) above is the actual assessment rate for the period 07/01/08
through 06/30/09. For the period 07/01/07 through 06/30/08, the assessment
rate was (.1706%.

¢. The actual bad debt factor for the year prior to the test year was 0,3998%.






A-4.

LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2608-00252
CASE NO. 20607-00564

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

Question No. 4
Responding Witness: Shannon L. Charnas

Please explain why it is no longer necessary for the Company to make
adjustments to its electric rate base and capital structure to remove reimbursed
capital regarding the repair of combustion turbines at the E.W. Brown generating
station, as it did in Case No. 2003-0433.

LG&E’s capital accounts at September 30, 2003 reflected capital repairs that were
made to combustion turbine Nos. 6 & 7 at the E.W. Brown Power Station. LG&E
was reimbursed for these repairs in November 2003, and the amount of the repairs
was credited to the capital accounts. These related events were considered one-
time events that were unique to the test year ended September 30, 2003. No
effects of these events are included in the test year ended April 30, 2008, and no
similar issues exist in the test year ended April 30, 2008, therefore, no adjustment
1s required to LG&E’s rate base or capital structure as of April 30, 2008.






Q-5.

A-5.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 5

Responding Witness: S. Bradford Rives

As shown on Rives Exhibit 2, page 1, the Company is proposing a debt to total
capitalization ratio of 47.52% and associated equity to total capitalization ratio of
52.48% in its determination of the proposed overall rate of return of 8.35%. In
this regard, please provide the following information:

a.

Why hasn’t the Company reflected the debt to total capitalization ratio of
48.65% and equity to total capitalization ratio of 51.35% discussed on page
23, lines 4 — 11 of Mr. Rives’ testimony, given that “disregarding the impact
of purchased power agreements could limit the Company’s future access to
attractively priced debt capital™?

What would be the overall cost of capital (as compared to the currently
reflected rate of 8.35%) based on the debt and equity ratios referenced in part
{a) above? Please provide all supporting calculations.

The capital structure presented on Rives Exhibit 2, page 1 reflects only those
items that appear on the financial statements. In order to maintain consistency
within the application, there was no adjustment made to the income statement
or balance sheet to reflect the imputed debt calculated by S&P. The Company
believes it is appropriate to recover the actual debt costs incurred. However,
the imputed debt cannot be ignored in considering the target capital structure
because the target is based on rating agency methodology.

If the imputed debt of $48.7 million is used along with the incremental interest
expense calculated by S&P of $2.2 million, the overall cost of capital is
reduced to 8.27%. This assumes that there is no change in the cost of equity
or existing debt as a result of these changes. See attached for details.
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Q-6.

A-6.

Response to AG-1 Question No. 6
Page 1 of 2

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 6

Responding Witness: S. Bradford Rives

As shown on Rives Exhibit 2, page 2, the Company has made a pro forma
capitalization adjustment by adding the 4/30/08 Advanced Coal Investment Tax
Credit (ACITC) balance of $13,279,626 to the capitalization. In this regard,
please provide the following information:

a.

b.

Confirm that this balance represents the cumulative ACITC progress
expenditure credits booked by the Company through 4/30/08.

Is it true that the income tax credits resulting from the amortization of the
ACITC will not start until sometime in 2010 when TC2 is scheduled to go into
service for tax purposes? If not, please explain.

If the answer to part (b) above is in the affirmative, is it therefore true that the
pro forma electric income taxes proposed by the Company in this case do not
include a pro forma income tax credit from the amortization of the ACITC?
Why should it be considered reasonable to add the 4/30/08 ACITC balance to
the capitalization without, on a pro forma basis, reflecting any associated
ACITC amortizations as income tax credits; i.e., isn’t it unreasonable and
inequitable to the ratepayers to reflect the revenue requirement increase aspect
of the Company’s selected “Option 1 Ratable Flow-Through method” (the
addition to capitalization) without giving the ratepayers the pro forma benefit
of the offsetting revenue requirement decrease aspect of this same Ratable
Flow-Through method (the income tax credits from the amortization of the
ADITC)? Please comment in detail.

Please provide the pro forma annual amortization amount (electric income tax
credit) associated with the 4/30/08 ACITC balance of $13,279,626 under the
hypothetical assumption that this amortization booking would be allowed
currently.

Yes. The $13,279,626 is the progress expenditure credits through April 30,
2008.

Yes. The amortization of the progress expenditure credits will begin when the
unit goes into service, which is expected in 2010.

Rives



C.

Response to AG-1 Question No. 6
Page 2 of 2

Yes. Consistent with IRS normalization requirements there is no pro forma
adjustment for the amortization of the ACITC.

LG&E is an Option 2 company, not Option 1. Consistent with the required
treatment of ITC for Option 2 companies and Comunission precedent in
previous LG&E rate cases and Case No. 2007-00179, the accumulated
investment tax credit balances are included as a component of capitalization
and the amortization of such ITC balances reduce cost of service over the
useful life of the plant giving rise to the credits. This method is the required
and reasonable method to treat the benefits of the credits.

To provide a pro forma adjustment in this case for the amortization of ITC
before the Trimble County unit goes into service would be considered an
Internal Revenue Service normalization violation. As an Option 2 Company
the reduction of rates through cost of service can not be more rapid than
ratably over the depreciable life of property. Since there is no pro forma
adjustment for depreciation expense in this case for the Trimble County unit 2
the amortization of 1TC would be a violation due to the fact that the
amortization of ITC must be ratable over the depreciable life of property. The
potential impact of violating the IRS normalization provisions is the loss of
the entire credit.

In 2010, when the unit goes into service, it is expected that the Pollution
Control equipment will be depreciated and therefore amortized over a 28 year
period and the balance of the unit will be depreciated and amortized over a 4]
year period. This equates to an average depreciable life of approximately 37
years. The total ACITC balance will be amortized over this period
commencing with the in-service date.

Rives






Q-7.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 7

Responding Witness: Shannon L. Charnas

With regard to the 74/26 electric/gas common plant ratio used in this case, please
provide the following information:

a.

b.

What is the basis for this allocator and what was the date of the study
underlying this allocator?

If a more recent study has been performed to update this allocator, indicate the
date and allocation results of this study.

If the Company is planning on performing a new study to update this
allocator, provide all relevant details.

The common plant allocation is derived in an annual study that uses specific
electric/gas ratios associated with the use of the assets to allocate the amounts
recorded in individual common plant accounts. Those ratios include fixed
assets, number of employees, number of customers and square feet of office
space occupied. The allocation factor in use during the test year ended April
30, 2008, was determined in a study performed as of December 31, 2007.

The study performed as of December 31, 2007 referenced in (a) above is the
most recent study.

Common utility studies are conducted annually by the Company. The next
study will be completed in January 2009, as of December 31, 2008.






Q-8.

Response to AG-1 Question No. 8
Page 1 of 2
Charnas

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 8
Responding Witness: Shannon L. Charnas

With regard to the proposed pro forma depreciation expense adjustment shown on
Rives Exhibit 1, Schedule 1.14, please provide the following information:

a. Provide schedules showing the detailed derivation of the proposed pro forma
annualized electric depreciation expenses of $102,727,496 and $13,957,736
and gas depreciation expenses of $17,499,063 and $4,904,069. These
schedules should show that the application of Mr. Spanos’s proposed
depreciation rates to the Company’s proposed depreciable test year-end plant
as of 4/30/08 would result in the proposed annualized depreciation expense
levels.

b. Do the proposed annualized deprecation expenses of $102,727,496,
$13,957,736, $17,499,063 and $4,904,069 include depreciation expenses
associated with ARQO assets and/or post-1995 ECR investments? If so,
identify these depreciation expense amounts and explain why these expenses
are included. If not, explain why not.

¢. The Company’s unadjusted test year electric and gas depreciation expenses of
$107,382,630 and $18,923,380 include $7,420,046, $179,051 and $9,103 for
per books ARO and post-1995 ECR deprecation expenses. The Company has
proposed to increase these unadjusted depreciation expenses of $107,382,630
and $18,923,380 by $16,722,648 and $3,488,855, respectively. Therefore, the
Company’s proposed pro forma adjusted annualized depreciation expenses
include $7,420,046, $179,051 and $9,103 for per books ARO and post-1995
ECR deprecation expenses. Please confirm this and explain why it is
appropriate that the proposed pro forma adjusted annualized depreciation
expenses include $7,420,046 and $9,103 for per books ARO and post-1995
ECR deprecation expenses.

a. See attached.

b. No. The depreciation expenses associated with ARQ assets and post-1995
ECR investments have been eliminated from the proposed pro forma
annualized depreciation expenses of $102,727,496, $13,957,736, $17,499,063
and $4,904,069. The impact of the ARO depreciation is eliminated on the



Response to AG-1 Question No. 8
Page 2 of 2
Charnas

income statement through regulatory accounting. The post-1995 ECR
investment depreciation is also not included in line 3 on Reference Scheduie
1.14 because recovery for these expenses is received through the ECR
mechanism. This is consistent with the elimination of these same items from
the depreciation expense per books.

. The Company does not agree. The Company’s unadjusted test year electric

and gas depreciation expenses of $107,382,630 and $18,923,380 do include
$7,240,995, $179,051 and $9,103 for per books post-1995 ECR and ARO
depreciation expenses. These amounts are subtracted from the unadjusted test
year electric and gas depreciation expense of $107,382,630 and $18,923,380
to arrive at the depreciation expense per books excluding ARO and post-1995
ECR investment of $99,962,584 and $18,914,277. It is the $99,962,584 and
$18,914,277 that the Company is proposing to increase by the $16,722,648
and $3,488,855 to arrive at the annualized depreciation expenses for the test
year under proposed rates. Therefore, the $7,240,995, $179,051 and $9,103
for ARO and Post-1995 ECR environmental depreciation expense is excluded
from the pro forma annualized depreciation expense.
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Louisville Gas and Electric Company

Annualized Depreciation
at April 3, 2008

DEPRECIABLE 2006 Bepreciation
PLANT New Under
4/30/08 ELG RATES ELG
ELECTRIC PEANT
Intangible Plant 1340 000% -
Steam Production Plant
31020 Laond 6,302,996 000% -
31100 Structures and Improvements
0112 Cane Run Unit § 4.233.982 000% -
0121 Cane Run Unit 2 2.102.942 0 60% ~
0131 Cane Run Unit 3 3,532,141 0 0% -
014] Cane Run Upit4 3.819.018 126% 48.120
0142 Cane Run Unit 4 Scrubber 760.3560 111% 1,440
0151 Cane Run Unit 5 6.165.918 200% 123318
0152 Cane Run Unit 5 Serubber 1.696.435 i 66% 28,161
0161 Canc Run Unit 6 19.465.771 232% 432.051
0162 Cane Run Unit 6 Scrubber 1.894.851 213% 40.360
0211 Mill Creek Unit § 19175039 i71% 327825
0212 Mill Creck Unit { Scrubber 1.716.996 ] 74% 19.876
0221 Mill Creek Unit 2 10.816,688 1 50% 162.250
0222 Mill Creek Unit 2 Scrubber 1,393,404 1 8%% 26,335
0231 Mill Creek Unit 3 24 851,259 i 58% 392.650
0232 Mill Creel Unit 3 Serubber 362,867 §53% 5.552
0241 Mill Creek Unirg 60,488.020 192% 1.161.370
0242 Mill Creek Unit 4 Scrubber 5,330,552 182% 97.016
0311 Trimble County Unit 1 160.530.135 2 15% 3.451.398
0312 TC Unit | « Cooling Tower PHFU 105 117.309 215% 2,522
0312 Trimbie Conuty Unit | Scrubber S1E309 2 35% 12,016
328.956.994 6.34%.260
31110 Capital Leased Propeny
G161 Cane Run Unit & 1,236,508 33% 27450
0241 Mill Creek Unit 4 1,640,450 :929% 31497
2.876.958 S.947
31200  Boiler Plant Equipment
0103 Cane Run L ocomotive 51.549 4 T9% 2.469
(1104 Cane Run Rail Cars 1.501,773 35%% 53.914
0112 Canc Run Unit | 1,083,743 000% -
0121 Cane Run Unit 2 132.837 0 03% v
0131 Cane Run Unit 3 711,483 0 00% -
0141 Cane Run Unit 4 30.339,036 6 66% 2,028,580
0142 Canc Run Unit 4 Scrubber §7.076.590 5 74% 9BG.196
0151 Cene Run Unit § 36.914.000 671% 1476.929
1152 Canc Run Unit 5 Scrubber 28412993 4 62% 1.312.680
0161 Cane Run Unit 6 48.163.545 5 78% 2783853
0162 Cane Run Unit 6 Scrubber 32.098.669 497% §.595.304
0203 Milt Creek Locomotive 613404 4 04% 24,782
0204 Mitl Creck Rail Cors 3593112 3 58% 128,633
0213 Mitl Creek Unit 1 49.106.78}% 4 72% 2317340

0232 Mifl Creek Unit 1 Scrubber 42.569.898 496% Z.111.467
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Louisville Gas and Electric Company
Annualized Depreciation
at April 36, 2008

Attachment to Response to AG-1 Question No, 8(a)
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DEPRECIABLE pAi1111 Deprecintion
PLANT New Under
4/30/08 ELG RATES ELG
0221 Mili Creek Unit 2 47,542.433 532% 2481135
0222 Mifl Creek Unit 2 Scrubber 34482173 471% 1.624.110
0231 Mili Creek Unit 3 140,162,816 4 48% 6.279.294
0232 Mili Creel Unit 3 Scrubber 63.198.506 4 38% 2,168,095
0241 Miii Creek Unit 4 237.317,538 4 45% 10.560.630
0242 Mili Creek Unit 4 Scrubbes 114,320,483 4 14% 4.732.868
0311 Trimble County Unit i 247.714.970 4 04% 10,607,685
0312 TC Uit 1 - Cooling Yower PHFU 1635 15,580 4 04% 627
0312 Trireble Conuty Unit | Scrubber £4,095,503 4 10% 2627916
1.241,189.365 56.891.588
Turbogenerator Units
0112 Cane Run Unit 1 106.009 0 004% -
0121 Cane Run Unit 2 19.999 0 00% -
0131 Cane Run Unit 3 581,178 0 3% -
0141 Cane Run Unit 4 9,122 082 3 40% EIIREY
0151 Cane Run Unit 5 7.375.366 142% 178,484
0161 Cane Run Unit 6 15.385.129 347% 533.864
0211 Mill Creek Unit | 14,510,858 2 30% 333756
0221 Mill Crzek Unit 2 16,626.880 162% 435,624
0231 Mill Creek Unit 3 17.124.236 228% 618.433
0241 Mill Creek Unit 4 42,698,157 1 45% 1.031.405
0312 TC Unit 1 19% - Cooling Tawer PHFU 105 21.816.938 2 68% 584.694
0311 Trimble Counsy Unit 3 59,415,222 2 68% 1,592,328
2E4.182.953 5.618.763
Accessory Electric Equipment
0112 Cane Run Unit 1 1.891.013 0 00% -
0121 Cane Run Unit 2 1277223 0 00%% -
0131 Cane Rur Unit 3 T6&7.324 000% -
0141 Cane Run Unit 4 5.532.270 340% 188.097
0142 Cane Rur: EJnit 4 Scrubber S87.949 P13% 11.065
0151 Cane Run Unit 5 6.892.343 312% 215,041
0152 Cane Run Unit 5 Scrubber 1,221.029 | a7% 37.091
0161 Cane Run Unit 6 8.518.498 293% 249.592
0162 Canc Run Unit 6 Scrubber 3.124.667 F61% 34307
0211 Mili Creck Unin 1 14.425.286 I 84% 409678
0212 Mili Creek Unit 1 Scrubber 5,541,695 t §0%% 99,751
0221 Mill Creek Unit 2 6.428.715 1 13% 136,932
0232 Mill Creek Unit 2 Scrubber 4,505,053 i 83% 82,442
0231 Mili Creek Unit 3 13.487.584 i64% 231196
0232 Mill Creel Unit 3 Scrubber 2531073 i 6% 41,015
0241 Mili Creek Unit 4 20.753.935 § 85% 383948
0242 Mili Creck Unit § Scrubber 5.864.979 i 81% 106.156
0311 Trimble County Unit | 56.226.923 2 28% 1281974
0312 TC Unit | - Cooling Tower PHFU 105 63.422 2 28% 1446
0312 Trimble Conuty Unit | Scrubber 2,736,920 2249 62,402
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Louisvitle Gas and Electric Company
Annualized Depreciation

ut Aprit 30, 2008
DEPRECIABLE 2066 BPepreciation
PLANT New Under
4/30/08 ELG RATES ELG
162.778.601 3.562.033
31600 Miscellancous Plunt Equipreent
G112 Cane Run Unit | 38.744 0 00% -
3131 Cane Run Unis 3 11.664 G 00% -
0141 Cane Run Unit 4 71.143 6 50% 4.624
€142 Cane Run Unit 4 Scrubber 6.464 3 16% 204
0151 Cane Run Unit 5 80,866 553% 4472
0152 Cane Rua Unit 5 Scrubbes 47,259 312% 1.476
0161 Cane Rua Unit 6 2.753.924 451% 124,202
0162 Cane Run Unit 6 Scrubber 31.56%9 298% ELH
021§ Mill Creek Unit 696,199 337% 23.462
0227 Miil Creck Unit 2 115,878 310% 3.592
0231 Mkl Creek Unit 3 318.625 179% 3.890
0241 Milt Creck Unit 4 $.393.69% 328% 176913
0242 Milt Creek Unit 4 Scrubber 53.007 302% 1,601
0311 Trimble County Unit § 2,713,060 316% 85,733
12,332,130 436.109
31700 Asset Retirement Obligations - Steam 5.697.179
Total Steam 1,974,317,170 72.916.69%
Hydraulic Production Plant « Project 289
0451 - Ohio Falls Project 289
33020 Land 6 000% -
331 00 Structures and Improvements 4.550.757 008% 3.641
332 00 Reservoirs, Dams & Waterways 9.352.023 330% 308.617
333 00 Water Wheels, Turbines and Generators 10.895.237 025% 27,238
334 00 Accessory Eleciric Equipment 4.585.251 295% 135.347
335 00 Misc Power Plont Equipment 224,504 131% 5.186
336 00 Roads. Railreads and Bridpes 28,737 G 00% -
29.632.574 474%.828
Hydraulic Production Plant - Other Than Project 289
{450 - Ohio Fails Other Than Preject 289
330 20 Lang 1 000% -
331 00 Structures and improvements 65.796 055% 362
335 00 Misc Power Plant Equipment 7.814 1 68% 13
336 60 Roads, Railroads and Bridges 1134 0 00% -
337 00 Aset Retirement Obligations - Hydro 31,163
105.907 493

1otal Hydrsulic Plant 39,738,482 480332




Louisville Gas and Electric Company

Other Production Plant

34020
34100

343 00

Land
Structures and Improvemnents
0171 Cane Run G 1)

0410 Zorn and River Road Gas Turbine
0431 Paddys Run Generator 12
0432 Paddys Run Genertor 13
0459 Brown CT 5

0460 Brown CT 6

G461 Brown CT 7

3470 Trimble County CT 5
0471 Trimble County CT 6
0474 Trimble County CT 7
0475 Trimble County CT B
0476 Trimble County CT 9
0477 Trimble County CT 10

Fuel Hoiders, Producers and Accessories
0171 Cane Run GT 1)

0430 Zom and River Rond Gos Turkine
0430 Paddys Run Generater 11

0431 Poaddys Run Generator 12

0432 Paddys Run Generator 13

0459 Brown CT 5

0460 Brown CT 6

046} Brown CT 7

0470 Trimble County CT §

047} Trimble County CT &

0473 Trimble County CT Pipeline
0474 Trimble County €1 7

0475 Trimble County CT 8

0476 Trimble County CT ¢

0477 Trimble County CT 10

Prime Movers

0432 Paddys Run Gencrator 13
0459 Brown CT 5

0460 Brown CT &

0461 Brown CT 7

0470 Trimble County CT 5
0471 Trimble County CT 6
0474 Trimble County C1 7
0475 Trimble County CT 8
0476 Trimble County CT 9
0477 Trimble County CT 10

Annualized Pepreciation
at Aprit 30, 2008

DEPRECIABLE 2866 Deprecintion
PLANT Now Under
$/30/108 ELG RATES ELG

49359 G 00% -
68.932 233% .608
8.24% 1 59% HeH
42.865 1 58% 677
1158698 3 15% 67.999
858,539 3 15% 27.044
105.978 3 29% 3487
144,356 323% 4,663
1.5553.655 327% 50.870
1.467.924 125% 47.708
2083698 345% 71.888
24075.537 145% 71,606
2.137.402 345% 73.740
2,132,790 345% 73,581
14.840.604 494,999
f18.874 4 9% 5,813
12,802 1 69% 26
0238 169%% 156
i2,197 1 96% 23%
2,255,338 17 3% 72356
822581 320% 26.323
361762 J s 13313
102,065 3% 3.174
97.597 329% 3.224
97,862 329% 30
1.998.391 333% 66.347
338423 350% 11.845
337,096 3 50% 11.758
347.147 350% 12,150
361,860 3 50% 12,665
7275631 240,874
19,711,932 4 60% 906,749
14,329,963 461% 660,611
19,135,984 4 68% 895,564
19.416,144 4 60% 893143
12,535,260 467% 585,397
12.417.684 4 67% 579906
13,328.878 4 88% 650.449
13,203,913 4 88% 644351
13.094.542 4 88% 639,014
13,060,778 4 88% 637,366
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Louisville Gas and Electric Company

Annunlized Degrecintion
at April 36, 2008

BEPRECIABLE 2006 Bepreciation
PEANT New Under
4/30/08 ELG RATES ELG
150.235.077 7.092.549
34400 Geacrators
017 Cane Run G111 2.492.496 5 73% 142,820
0410 Zom and River Road Gas Turbine 1.827.581 2% 44.345
0430 Poddys Rua Generator 11 1.523.116 2 74% 41,733
0431 Paddys Rua Generator 12 2991746 263% 78.683
0432 Paddys Run Generator 13 5.859.858 300% 175.796
0459 Brown CT 5 3.219.205 300% 86576
0460 Brown CT 6 2.457.995 253% 5847
461 Brown CT 7 2431079 293% TO.938
0470 Trimble County CT 5 1.539.295 3 00% 47.564
D471 Trimble County CT 6 1.537.168 36%% 47498
0474 Trimble County CT 7 1.716.824 3 2%% 56.813
0475 Trimblec County CT 8 1717277 32%% 36.498
03476 Trimble County CT 9 1.728.008 328% 56,853
G477 Trimble County CT 10 1,722.674 325% 36,676
32724322 1.048.639
34500 Accessory Electric Equipment
6171 Cose Run GT 11 186,627 4 66% 5.365
0410 Zomn and River Road Gas Turbine 40,936 4 50% 1.842
0430 Paddys Run Generator 11 68,109 633% 4358
0431 Paddys Run Generator 12 114.338 593% 6,780
0432 Paddys Run Generator 13 2,778.993 3T72% 103.379
045% Brown CT 5 2.575.301 372% 95 804
046G Brown CT 6 942 589 167% 34.593
0461 Brown CT 7 943,792 367% 34.637
0470 Trimble County CT 5 485979 378% 25.930
0471 Trimbie County CT 6 685.031 3 7T8%: 25894
0474 Trimble County C 7 1,841,955 389% 71.652
0475 Trimble County CT 8 1.834.732 3 89% LA
0476 Trimble County CT 9 1.889.431 3 89% 73.499
0477 Trimble County CT 10 §.885,354 3 89% 73,340
§6.403.167 628,395
346 00  Miscellaneous Plant Equipment
0410 Zom and River Road Gas Turbine 9,488 0 00% -
0430 Paddys Run Generator 11 9.494 0 00% -
0431 Paddys Run Generator 12 1.i4 300% -
0432 Paddys Run Generator 13 §.274.483 2 83% 36.068
0459 Brawn CT 5 3.395,225 2 83% 67,785
0460 Brown CT 6 22436 2 B8% 647
0461 Brown CT 7 33048 2 89% 666
0470 Trimble County C1 § 14.529 324% 471
0474 Trimble County CT 7 5.205 313% 163
0475 Frimble County CT 8 5,183 313% 162
0476 Trimble County CT 9 5.328 312% 166
0477 Trimble County CT 16 5316 312% 166

3,770,896 106.294
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Lonisvilte Gas nnd Electric Comparny
Annualized Beprecistion

at April 30, 2008
DEPRECIABLE 2006 Depreciation
PLANT New Under
4/30/08 ELG RATES ELG
347060 Asset Retirement Obligations - Other Production 297215
Total Other Production 225,596,172 9.611.755
T ransmission Plant
350 2 Transmission L ines Land B85.061 0 00% -
350 1 Land Rights 7781411 4 30% 334.601
352 1 Structures & Improvements 3443349 1 42% 48,896
353t Station Equipment - Project 289 1.§08.850 1 59% 17.631
353 1 Station Equipment 133,193.694 159% 2117780
354 Towers & Fixtures 24.705.992 1 58% 390,355
355 Poles & Fixtures 38,253,365 369% 1411549
356 1 Qverhead Conductors & Pevices - Project 289 16.390 3 14% 515
356 Overhead Conductors & Devices 38514217 3 14% 1.209.346
357 Underground Conduit 1,880,752 213% 40,060
358 Underground Conductors & Devices 5.303.989 4 21% 223298
339 Transmission ARD's 4,000
TOTAL TRANSMISSION PLANT 255091069 5,794.030
Distribution Plant
360 2 Substation L and 1.981.707 G 00% -
360 2 Substation Land Class A (Plant Held for Futuse! 637.632 G 00% -
361 Substation Struciures 6130285 1 16% 71L110
362 1 Substation Equipment 86.733.151 191% 1.656.603
362 | Substation Equipment - Class A (Plant Held for 11.382 000% B
364 Poies Towers & Fixtures 106,765,095 359% 1.830.856
365 Overhead Conductors &Devices 182,14 1.013 392% 7.139.928
366 Underpround Conduil 62,534 874 [ 34% 837.967
167 Underground Conductors & Devices 935,365,944 2% 2.136,197
368 1 Line Transformers 97370472 2 50% 2.823.744
368 2 Line Transformer Installations 11.107.541 290% 3125149
369 1 Underpround Services 3.521.786 3 29% 115,867
369 2 Gverhead Services 21,039.20¢ 5 99% 1.260.248
370 § Meters 25.560.632 4 73% 1,209,018
370 2 Meter Instaliations 828416 4 13% 417,584
373 1 Overhead Sweet Lighting 24651434 I B4% 946,615
373 2 Uaderground Strectighting 42.382.522 3194% 1,669,871
373 4 Sureet fighting Trandformers B7.546 0 80% -
374 ARQ Disteibution 37,674
TOTAL DISTRIBUTION PLANT 776831239 24,437.728
Genernt Plant
392 1 Transpontation Equip Cars & Trucks 9070918 2000%, 1.814.184
392 2 Fransportation Equip Trailers 557.110 3 84% 21.393
394 Tools. Shop, and Garage Equipment 3.194.244 439% 140.227
395 Loboratory Equipment 1.496.151 3032% 453,633
3%6 1 Power Operasted Equip Hourly Rated 2,285,136 20 00% 457.627
396.2 Power eperated Equipment Other 51,068 383% 1,956
TOTAL GENERAL PLANT 16,654,627 2.888.420

TOTAL ELECTRIC PLANT 3.278,232.008 116,128,953
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Louisville Gas and Electric Company
Annualized Depreciation

at Aprit 30, 2008
DEPRECIABLE 2086 Depreciation
PLANT New lnder
4/36/08 ELG RATES ELG
GAS PLANT
INTANGIBLE PLANT 1.187 066% -
UNDERGROUND STORAGE
350 § Land 32864 { 00% -
350 1 Rights of Way 63,678 000% .
351 2 Compressor Station Structures 1.704.039 | 68% 28.628
351 3 Reg Station Structures 10.880 000% .
351 4 Other Structures 1337477 t 07% 14,007
352 40 Well Dritling 2622 898 044% 11.541
352 50 Well Equipment 6.142.763 4 05% 248.782
352 1 Storape Leascholds & Righis 548.241 0 06% -
352 2 Reservoirs 400.51% 0 00% -
352 3 Nonrecovesable Naturad Gas 9.648.855 6 92% 88,769
Gas Stored Underground Non-Current 2.139.99¢ 0 00% .
353 Lines 12.768.805 212% 276699
354 Compressor Station Equipment 15.120.61% 147% 2231
355 Measuring & Regulating Equipment 87805 1 72% 6.670
356 Purification Equipment 9.933.661 144% 242381
357 Other Equipment 1.667.350 T81% 20,993
358 ARD Storage 541,132
TOTAL UNDERGROUND STORAGE 64.451.571 1.163 833
TRANSMISSION PLANT
365 2 Rights of Way 120.659 430% 662
367 Mains 13,681,249 0 44% 55797
TOTAL TRANSMISSION PLANT £xcl ARG Assets 12.801.908 56,459
DISTRIBUTION PLANT
374 Land 59725 000% -
374 2 Land Rights 4,018 004% 30
375 1 City Gate Structeres 224.619 i23% 2,755
375 2 Other Distribution Structures 505,355 T7i% 38,953
376 Mains 379.586.446 2 16% 6039 067
378 Mensuring and Rep Equipment 8.254.321 368% 303,759
379 Meas & Reg Equipment - City Gate 3,864,491 296% 114,389
380 Services 137,878.756 503% 6.935 304
381 Muters 22.084.78% 521% 1,150,618
382 Meter Instalintions 9.381.447 11 17% 1.647.908
383 House Regulators 4.941.39] 259% 127982
384 House Regulator Installations 5.298.054 3 1T% 167 948
385 Industrial Meas & Rep Statien Eguip 1503632 1 07% 1.705
386 Other Equipment 51812 399% 2.039
388 ARO Distribution 30,769
TOTAL DISTRIBUTION PLANT 472,394,054 15.932.465
GENERAL PLANT

392 | Cars & Trucks 1.932.498 20 00% 386,500
392 2 Frailers 451.395 6 56% 29612
394 Other Equipment 3.756.330 4 68% 175515
395 Laboratory Equipment 436,783 36 02% 157,329
386 1 Power Operated Equipment Hourly rated 2415992 26 00% 483,188
396 2 Power Operated Equipment Other 51,525 325% 1,675
TOTAL GENERAL PLANT 9,038,473 1,233,819

TOTAL GAS PLANI 558,787,193 18,386,576
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Levisville Gas and Electric Company

Annuuhized Depreciation
ut April 30, 2008

DEPRECIABLE 2006 Depreciation
PLANT New Under
4130/08 ELG RAJES ELG
COMMON UTILITY PLANT

INTANGIBLE PLANT
301 Grpanization 83,782 000% -
302 Franchises and Consents 4.200 0 00% -
303 Software 29,259 188 30 00% 5,851,838
T0OTAL INTANGIBLE PLANT 29347470 5.851.838
GENERAL PLANT
389 1 Land 1,691,944 0 00% -
389 2 L.and Rights 202.095 295% 5.962
350 10 Structures and Improvements - BOC 18.239.781 4061% 731415
39¢ §0 Structures and Tmprovements - LG&E Building {482,088 401% 59432
390 10 Structures and Improvements - BOC (Actors) 493943 401% 19,807
390 10 Structures and Improvements 28.701.014 401% 1.150,911
390 20 Structures and Improvements - Transporiation 431.574 29 19% 125976
390 30 Structures and {mprovemenis - Stares 10.918.821 i 72% 187,804
390 40 Structures and Improvements - Shops 529,682 1 46% 7.733
390 60 Structures and Improvements - Microwave #55.653 267% 22 846
3%1 10 Office Furniture 12.943.068 6 06% 784,350
391 20 Office Equipment 3.388.007 8 89% 301.194
391 30 Compuier Equipment - Non PC 18,405,419 22 05% 4,058,395
30} 31 Personnl Compuiers 1.R70.245 26 19% 485,817
391 40 Security Equipment 2.601.715 6 99% 181.860
3921 Cars & Trucks 84,479 20 60% 16.856
392 2 Trailers 63.404 3 50% 2218
393 Stores Equipment 1.208.453 5 60% 67.673
394 Other Equipment 3,636,099 517% 187.986
395 Labosatory Eguipment 22282 61 24% 13.645
396 | Power Opernted Equipment Hourly 2583814 20 00% 51,663
396 2 Power Operated Equipment Other 14.147 4 64%% 656
397 Communications Equipment 35.656.730 12 00% 4,278,808
397 [0 Comm Equip. - Computer 6342423 G 90% 57.082
198 00 Miscellaneous Equipment 594,350 34 63% 205.837
399 10 ARO Commaon 3.735
TOTAL GENERAL PLANT 150.639.505 13,009 967

TOTAL COMMON UTILITY PLANT 179,946,675 18,861 805
TOTAL PLANT IN SERVICE 4,017.005,967
Total Annual Pepreciation excluding ARO amounts 153377334

Less Amounts not included in Income Statement Depreciotion

Electric
CANE RUN LOCOMOTIVE 2,469
CANE RUN RAIL CARS 53914
MILi. CREEK i CCOMOTIVE 24,782
MILL CREEK RAIL CARS 128,633
OTHER PRODUCTION-TRIMBLE COUNTY PIPELINE 66.347
3921 Cars & Trucks 1.B14.184
396 | Power Operated Equipment Hourly 457,027
Tetal Electric 1.547.356
Gas
392 § Cars & Trucks 386.500
346 § Power Opesated Equipment Hourly 483,188

Yotal Gas 069 688
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Louisville Gas and Electric Cempany
Annuulized Depreciation
at April 30, 2008
DEPRECIABLE 2006 Depreciation
PLANT New Under
4/36/08 ELG RATES ELG
Common

392 1 Cars & Trucks 16,896

396 1 Pawer Operated Equipment Hourly 51.663

Total Commeon 68.559

Subtetal Amonnts Not Included in Income Statemend Bepreciation 3.485.602

Total Annualized Depr. less ARQ z2nd Amts not in Inc. St. Depr 149,891,732

Less ECR Depreciation 10.803.3°4

Total Annualized Depreciation excluding £CR and ARO 139,088 357

Yotal Annunlized Depreciation - Electric and Gas Split - New Rates ELG Electric Gas Fotal

Total Plant Depr excl ARC 1i6.128.953 18386576 134.515.52%
1 ess Amts ol inc in Income Statement Depr 3547356 869,688 3.417.044
Less Amis poline in fncome Statement Depr - Common 50.733 17.825 658.559
Less Annualized ECR Depreciation 1,803,374 - 10.803.3 M4
102.727.490 17499.063  130.226.552
Tolat Common Plant %6 13.957.736 4,904,069 18.861.805

Annualized Depreciation uader current rates 116,685,225 22,403,132 139088357
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Louisville Gas & Electric Company - ECR Aprii 2008

2601 Plan

Project 6 -~ NOx all plants
Trimble County 1 SCR
Investments

Retirements, Original Cost
Trimble County I Catalyst
Investments

Miit Creek 3

Investments

Mill Creek 4

Investments

Cane Run 6

Investments

Trimble County 1 Investments
Investments

Retirements, Original Cost
Cane Run 5

investments

Retirements, Original Cost
Cane Run 4

Investments

Retirements, Original Cost
Mill Creek 4

Investments

Retirements, Original Cost
Mill Creek 2

Investments

Mill Creek 1

Investments

Retirements, Original Cost

6/1/2002
34,910,939
(184,425)
5/1/2005
1,444,358
12/1/2003
19,730,477
12/1/2003
21,669,172

398,347
12/1/2002
3,200,663
(300,000)
4/1/2003
3,150,880
(22,747)
10/1/2003
1,963,177
(44,432)
12/1/2003
43,947,781
(993,467)
3/1/2004
550,661
4/1/2004
598,446
(222,092)

10 of 16
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2006 ELG
Proposed Annual
ELG Rates Amount
4,04% 1,410,402
(4,440)
4.04% 58,352
4.48% 883,925
4.45% 964,278
5.78% 23,024
4.04% 129,307
{7,230)
6.71% 211,424
(648)
6.66% 130,748
{1,308)
4.45% 1,955,676
(28,020)
5.22% 28,745
4.72% 28,247

(5,308)



Louisville Gas & Electric Company - ECR April 2008

Mili Creek 3

Investments

Retirements, Original Cost

Mill Creek Substation

Investments

Retirements, Qriginal Cost

Miil Creek 4 SCR - Mav 28606 Addition
Investmenits

TC Air Heater Baskets - Dec 2005 Addition

Investments

Retirements, Original Cost

LG&E NOX - April 2006 Addition
Investmenits

Retirements, Original Cost

MC3 - SCR Catalyst Replacement
Investments

2001 Plan Additions
2001 Plan Retirements

2003 Plan

Project 7 -~ Mill Creek FGD Scrubber Conversion

Mill Creek FGD Scrubber Conversion Unit 1

Investments

Retirements, Original Cost

Mill Creek 1 FGD Rapid Amortization
Investments

Mill Creek FGD Scrubber Conversion Unit 2

Investments
Retirements, Original Cost

5/1/2004
49,365,169
(701,158)
9/1/2001
2,525,302
(521,706)
5/31/2006
1,724,257
12/1/2005
463,939
(344,487)
4/1/2006
5,373,292
(2,516,451)
7/1/2007
1,843,984

192,860,844
(5,850,967)

1/1/2003
6,780,427
(256,099)
1172005
(7,575)
1-Aug-2002
5,496,522
(593,300)

Attachment to Response to AG-1 Question No. 8(a)

11 0f 16
Charnas
2006 ELG
Proposed Annual
ELG Rates Ammount
4.48% 2,211,560
(21,245)
1.55% 40,152
(10,956)
4.45% 76,729
4.04% 18,743
(8,304)
4.45% 238,11
(70,968)
4.48% 82,611
4.96% 336,300
(9.984)
4.96% (376)
471% 258,886
(23,676)



Louisville Gas & Electric Company - ECR April 2008

Mill Creek FGID 2 Rapid Amortization
Invegtments

Mill Creelt FGD Scrubber Conversion Unit 3
Investments

Retirements -- Original Cost

Mill Creek FGD Scrubber Conversion Unit 3
Investments

Retirements -- Original Cost

Mill Creek FGD 3 Rapid Amortization
Investments

Mill Creek FGD Serubber Conversion Unit 4
Investments

Retirements -- Original Cost

Project 8 -- Precipitators

Mili Creek 2 — Include in Rate Base Feb 2003

Investments

Retirements -- Original Cost

Mill Creek 3 —- Include in Rate Base Feb 2003
Investments

Retirements -- Original Cost

Miil Creeck 3

Investments

Retirements - Original Cost

Cane Run 5

Investments

Retirements -- Original Cost

Project 9 -- Clearwell Water System
Investments

Retirements -- Original Cost

1-Jan-2005
203,537
5/1/2004
6,192,799
{501,511)
5/1/72004
5,685,853
(4,221,527
1-Jan-2005
19,187
6/1/2003
6,490,936
{365,346)

10/1/2001
2,076,199
(101,069}
6/1/2001
3,484,535
(284,031)
5/1/2004
2,144,386
(1,195,718)
6/1/2004
4,224,013
(264,918)
6/1/2003
1,197,310
(56,001)

Attachment to Response to AG-1 Question No. 8(a)

12 of 16
Charnas
2006 ELG
Proposed Annual
ELG Rates Amount

4.71% 9,587

4.38% 271,245
(22,769)

4.38% 249,040
(191,652)

4.38% 840

4.14% 268,725
(19,656)

5.22% 108,378
(2,316)

4 48% 156,107
(8,604)

4.48% 96,068
(36,228)

6.71% 283,431
(7,608)

4.14% 49,569

(3,013)



Attachment to Response to AG-1 Question No. 8(a)

13 of i6
Charnas
Louisville Gas & Electric Company - ECR April 2008
2006 ELG
Proposed Annual
ELG Rates Amount
Project 18 - Absorber Trays
Mill Creek 3 Include in Rate Base Feb 2003 5/172001
Investments 1,367,310 4.38% 59,888
Mill Creek 4 Include in Rate Base Feb 2003 5/1/2001
Investments 1,367,310 4.14% 56,607
2003 Plan Additions 46,722,749
2003 Plan Retirements (7,839,520)
2005 Plan
Project 11 — Special Waste Landfill Expansion
Mill Creek 8/1/2005
Investments 2,188,050 4.45% 97,368
Mill Creek 11/1/2005
Investments 94,931 4.14% 3,930
Retirements -~ Original Cost (83,141) (4,476)
Project 12 -~ Special Waste Landfill Expansion
Cane Run 12/1/2006
Investments 2,323,293 4.45% 103,387
Project 12 — Special Waste Landfill Expansion - December 2007 Addition
Cane Run 12/1/2007
Investments 664,844 4.45% 29,586
Proiect 13 -~ Scrubber Refurbishment
Trimble Co 1 12/172007
investments 855,968 4.10% 35,095
Project 14 -- CR6 SDRS Tapk RPL.C
Cane Run 6 17172006
Investmenits 154,841 4.97% 7,696
Retirements -- Original Cost (72,799) (1,584)



Attachment to Response to AG-1 Question No. 8(a)

Louisville Gas & Electric Company - ECR April 2008

Project 14 -- CR6 Module Mist Elim Rplc

Cane Run 6
Investmenis

Retirements -- Original Cost
Project 14 - CR6 Expansion Joint Replacement

Cane Run 6
Investments

Retirements -- Original Cost
Proiect 16 -- Scrubber Improvements

Trimble Co 1

Investments

Project 16 — Serubber Improvements -~ Sept 2006 Addition

Trimble Co 1

Investments

Retirements -~ Original Cost

2005 Plan Additions
2005 Plan Retirements

2006 Plan

Project 20 -~ Mercury Monitors

Cane Run 6 - Data Loggers

Investments

Mill Creek 4 - Data Loggers

Investments

Trimbie County I - Data Loggers

Investments

CEMS Stackvision EDR Upgrade

Investments

14 of 16
Charnas
2006 ELG
Proposed Annual
ELG Rates Amount
5/1/2006
127,294 4.97% 6,326
(89,971) (1,956)
127172807
26,373 4.97% 1,311
{21,578) (288)
10/1/2003
4,281,077 4.10% 175,524
9/1/2006
3,080,000 4.10% 126,280
(404,979 (14,052)
13,796,671
(672,468)
12/1/2006
27,584 5.78% 1,594
12/1/2006
38,545 4.45% 1,715
12/1/2006
20,073 4.04% 811
10/1/2007

77,639 4.04%

3,137



Louisvilie Gas & Electric Company - ECR April 2008

Project 21 -~ Particulate Monitors
Miil Creek 1

Investments
Miil Creek 2
Investments
Mill Creek 3
Investments
Miil Creck 4
Investments

2006 Plan Additions
Total Additions

Total Retirements
Total

4/1/2006
72,995
4/172006
86,735
34172006
87,743
1/1/2005
149,675

560,989

253,941,254
{14,362,955)

Attachment to Response to AG-1 Question No. 8(a)

239,578,299

150f 16
Charnas
2006 ELG
Proposed Annual
ELG Rates Amount
4,72% 3,445
5.22% 4,528
4.48% 3,831
4.45% 6,661

10,803,374



Attachment to Response to AG-1 Question No. 8(a)
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Charnas
Louisviile Gas and Electric Company
Environmentai Surcharge Depreciation
Period Ended April 30, 2008
Depreciation Per ECR Filings
May-07 597,514
June-07 597,514
July-07 599,841
August-07 602,169
September-07 602,169
October-07 602,817
November-07 603,464
December-07 605,467
Januvary-08 607,510
February-08 607,510
March-08 667,510
April-08 607,510
Total Per ECR Filings 7,240,995
Financial Statement Depreciation Year Ended April 30, 2008 - Page 13 and Page 13
Electric Gas Total
Depreciation 102,867,463 17,390,776 120,258,239
Depreciation for Asset Retirement Costs 179,051 9,103 188,154
Amortization Expense 4,336,117 1,523,500 5,859,617
Total 107,382,630 18,923,380 126,306,010
Exclude ARO (179,051) (9,103) (188,154}
Exclude ECR Filings {7,240,995) - (7,240,995}

Financial Statement Depreciation excluding ARO and ECR 99,962,584 18,914,277 118,876,861






Q-9.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 9
Responding Witness: Shannon L. Charnas

For the Company’s proposed rate base components shown on Rives Exhibit 3,
page 1, indicate which components have “common” elements that are allocated
between gas and electric. In addition, explain what were the electric/gas
allocation ratios used in Case No. 2003-00433 for all “common™ rate base
components, what are the comparable allocation ratios used in the current case
and what is the basis for the use of these allocation ratios.

See attached.



Components with "common" elements allocated between gas and electric on Rives Exhibit 3 by line number

Case # 2008-00252
Case # 2007-00564 Case # 2003-00433
2008 2007
Electric Gas Electric Gas Electric Gas
Line # Description % % Yo % % % Comments
1 Utility Plant at Onginal Cast T74% 26% 74% 26% 75% 25% |Based on Common Utility Plant study.
3 Reserve for Depreciation 74% 26% 74% 26% 75% 25%|Based on Common Utility Plant study.
7 Accumulated Deferred Income Taxes 74% 26% 74% 26% NIA N/A|Based on Common Utility Plant study.
17 Matenals and Supplies 99% 1% 89% 1% 99% 1% Hinventory 1s specifically identified by location and
common is allocated based on this percentage.
19 Prepayments 80% 20% 80% 20% 90% 10%|Based on compaosite percentages after looking at
specific prepaid items split using various ratios.
20 Cash Working Capital
General Advertising, Misc General, and
Maintenance of General Plant Expenses 74% 26% 74% 25% 75% 25%| Common elements in Cash Working Capital
Ali other Admin and General Expenses 79% 21% 78% 22% 78% 21% that are allocated befween gas and electnic are
Customer Accounts Expenses 55% 45% 55% 45% 55% 45%ithe FERC 900 senes of expense accounts.
Customer Service and
informational Expenses 70% 30% 65% 35% 71% 29%

Attachment to Response to AG-1 Question No. 9
Page 1 of 1
Charnas






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 10
Responding Witness: Shannon L. Charnas

Q-10. For each item included in the test year above-the-line operating expenses that
involve an amortization of an unamortized balance, please provide the following
information in the same format and detail as per the response to AG-1-17 in Case
No. 2003-00433:

a. Account number and title of the amortization and the amortization expense
included in the test year for rate making in this case.

b. The date and amount of the original unamortized balance, the established
amortization period and resultant annual amortization amount.

¢. The unamortized balance as of 4/30/08 and the expected expiration date of the
amortization.

d. Explanation whether the amortization has been approved for rate inclusion by
the PSC and a reference in which Order the PSC granted this rate making
treatment,

A-10. See attached.



Louisville Gas and Electric Company
Above-The-Line Operating Expenses Involving Amortization of Unamortized Balances

Account Expense in Test Year Date of Original Amottization Annual Unamortized  Expiration Approved
Number Title of Amortization Electric Gas Orig Bal Balance Period Amort Amt (1} Bal @ 4/30/08 Date By PSC  Qrder No.
928 Earmings Sharning Mechanism 3 - 3 10,656 7/11/2004  § 191,749 7/1/2004 - 6/30/2007 5 563,936 $ - 6/30/2007 Yes 20063-00433
501 Envirenmental Cost Recovery Ash Hauling 1,415,332 - 5/1/2006 6,000,000 5/1/2006 - 4/30/2010 2,057,694 4,033,077 4/30/2010 YEs 2004-06421
927 Gas Franchise Fae . 362,246  31/2007 318,567 Vanous 372,680 242675 10/31/2008 Mo
417 insurance 97,256 - 111/2006 97,3689 Vanous Q7,068 48,549 10/31/2008 No
824 insurance 2571944 165,497 Vanous 3,300,656 Vanous 2,880,613 1,460,137 Vanous No
925 Insurance 889,074 - 11112067 855,602 Varnous 942,054 628,036 12/31/2008 Ng
935 IT Expenses 1,687,525 592,914  Varous Varigus Varous 3,605,712 Various Vanous No
512 Maintenance Contracls 333,075 - Vanous Vanous Vasnous 348,458 BB076  Various No
466 Mainlenance Contracts 2,843 - various 3,853 Varous 8,528 T Vanous No
891 Maintenance Contracts - 10,633 Various Vanous Vanous 11,444 1,862  Various No
935 Mainfenance Contracts 35,521 12,480 Varous 133,983 Vanous 138,752 85,882 Varigus Na
930 Manufactured Gas Plant Clean-Up Costs - 81,306 12/31/1989 2,191,454  10/1/2000 - 9/30/2008 51,306 33.878 8/30/2008 Yes 2000.006080
928 Rate Case Expenses 37.158 26,278 7172004 1,141,861  711/2004 - 6/30/2007 380,816 - 6/30/2007 Yos 2003-00433
566 Southwest Power Pool 801.600 - 9/1/2007 1,202,400 9/01/2007 - B/31/2008 1,202,400 400,800 8/31/2008 No
566 Tennesses Valley Autherity 345,360 - 9/1/20067 518,040 9Q1/2007 - BI31/2008 518,04C 72,680 8/31/2008 Nao
513 Mamntenance Conlracts 77121 - Varicus Various Vanous 77,956 15,819  Vanous No
5686 Transmission 16,367 - Various 56,933 Vanous 66,933 40,566 Various Ne
408 PSC Assessment 1,251,998 681,570  Vanous Various Various 1,939,388 323,231 Varous No
508 Maintenance Cenlracts 282,095 - Various Various Various 351,03t 88,505  Vanous No
404 Intangible Assets 4,673,854 1,642,165  Vanous Vanous Vanous 5,476,829 9,948,189  Vanous No

{1) Annual Amortization Amount is based on April 2008 amertization expense for all ilems except Environmental Cost Recovery Ash Hauling and Gas Franchise Fee. The Environmental Cost Recovary Ash
Hauling Annual Amortization Amount is based or May 2008 amortizalion expense, as the May 2008 amount will be the monthly amortization through the remaming amortization period. The Gas Franchise fee
15 a prepaid item for only 9 months of the year and is an accruat for the remaiming 3 manths. As such, the Arnual Amosdlization Amount is based on 9 mosths of amorlization expense.

Attachment to Response to AG-1 Questien No. 10
Pagelofl
Charnas






Q-11.

A-11.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 11
Responding Witness: Valerie L. Scott

The Company’s balance sheet as of 4/30/08 shows total accumulated deferred
income tax (ADIT) balances of $339,106,317 (electric) and $59,689,222 (gas)
under Deferred Credits and total prepaid ADIT balances of $43,951,461 (electric)
and $8,638,999 (gas) under Deferred Debits. In this regard, please provide the
following information;

a. Provide detailed breakout and a description of all of the components making
up the above-referenced total ADIT balances, also indicating which of these
ADIT components have been considered for rate base inclusion and which
have not and why not.

b. Reconcile the ADIT components to be identified in part (a) above as having
been considered for rate base inclusion to the electric and gas ADIT balances
shown on Rives Exhibit 3, page 1, lines 7 and 8.

a. See attached. All of the ADIT balances have been included in the rate base
calculation.

b. See attached.



Lowmsvilie Gas and Electne Company
Case No. 2068-60252
Attorney General - ist Data Response
Guestons fla & 11b

Accamulated Deferred Tox Balance 4736/C8

lln&h [ FEDERAL [ STATE [ TOTAL |
Descnpion f TOTAL T ELECTRIC | GAS ] | TOTAL [ ELECTRIC | GAS | | TOTAL | ELECTIRIC | GAS |
Afticans Amencan Venture 37,449 2AT 5,239 6,822 5,866 956 44,231 38,036 6,198
Hnd Debt Reserve 589,066 433,909 155,157 107431 79,134 28,297 696,497 513.043 183,454
Crpitalized Gas inventory Costs i.198.618 1,198.6i8 218,594 218,594 417,282 . 1,417,212
Caontingert Ligbilities 326,919 326,919 59,620 59,629 386,539 386,339 .
D&M 1,402,005 151,662 1,249,944 255,685 27,732 227.953 1,G57,69CG 119,794 1,477,896
Envisommenial Cost Recovery (1,223,554) (1,223,559 {223,141) {223.141) {1,446,695) {1,446,695 .
FAS 106 - Post Reurement 20,152,541 15,719,284 4,433,257 314675235 2.866.740 808,495 33,827,775 18,586,024 5,241,752
FAS 109 ITC: Excess Deferred Tax, & Gross-up 26.950.772 25,145,242 1,845,536 4,915,035 4,378,465 336,570 31,865,806 29,683,767 2,182,100
FAS 112 - Post Employment ,304,342 1,022,065 182277 2317873 186,395 58479 1,542,215 1,208.459 333,736
FAS 143 . 190 9,843,130 9,741 908 99,227 1,795,101 £.77T.005 18.6%6 11,638,237 11,520,913 117.324
FAS 133 0CI 1916452 6,333,164 1,583,288 1,443,729 1,154,969 288,740 9,360,181 T.488,153 1,372,028
Gas Franchise fec 36,547 36,547 6,665 4,665 43,213 . 43213
Line Pack Gas -1RS AUDIT 90-91 83,838 §3.838 15,788 15,288 99,126 - 59,126
Mark to Masket {128,542} (128,542} {23,442} (23,442} {151,984) {151.984) .
Rosearch and Experimentai Credit {230,227 (230,227 - {230,211 (230,227} .
Non-Clualified Thrift 132,380 105,310 274070 24,140 19,203 4,937 156,519 124,513 32,0067
Contribution - UK 42,250 82,250 15,000 15,000 o7,250 97,250 .
Penssons - BTL {114,709 {9L,76T (22,942} (20,9200 {16,736) (4,184} {135,62% (108,503} (27,126}
Pensions - ATL (24,353,719) (19,491,45%) (4,862,264} {(4.441,411) (3.554.674) (886,737} {28,795.130) (23,046,129} {5,749,000)
Prepaid Trans. Fess 6752 6,752 1,232 1232 7.984 7.984 .
Pablic Lishility 140,019 140.019 25,535 25,535 163,554 165,554 .
RAR Interest (341,580 (279.77%) {61,805} {62,294 {51,922) (18,272} (403,873 (330.7%3%) {73,081
Tax Refunds #2112 (513,561) {98,550} {111,630 (93,6581 (17.573) (723,743} {607,220) {116,523)
State Taxes {1,435, 701) (2,333,351 B97,650 . {1.435.761) (2,333,351} 897.650
Unclaimed Checks 55,758 44,542 i1,216 10,169 8,123 2,045 65,927 516685 13,261
Vatanon Fay 1,250,339 938,777 311,561 228,023 171,265 56,818 i,478.362 1,109,983 368,379
Warker's Campensstion i,152,875 882760 270,115 210,252 160,950 49,262 1,363,127 1,043,750 319,378
Subtotal - Deferred Tax Asset 44,211,871 36,776,902 7.444.970 8,368.589 7.174.559 {19409 52 590460 43,951,461 8,638,999
CAFC 2,754,197 1,415,866 1,338,331 488,734 205,584 383,150 3,242.932 1,621,451 1,621,481
CiaC 14,103,343 9.319,638 783,705 2,746,692 2,502,504 244,188 12,856.035 11,822 {42 1,027,893
FAS 109: ITC: Excess Deferred Tax, & Gross-up 612,641 687,473 (74.832) 16,360,866 13,906.121 2,394,745 16,513,507 $4,593,594 3319912
FAS 143 ARC {2.220,998) (2,242,524 21,528 (465,045) {408,971} 31935 (2,626,043} (2,651,49%) 25,452
[niesest Capitzlized 16212176 14,465,720 1,746,456 4,261,201 3,801,421 459.780 20,473,377 18,267,141 2,266,236
L.ess or Reacquired Dehbt (6029910 (5,558,171 (471.735) {1,099,679) {1.013,649 (86,036} (7,128,590} {6,571,826) {557,765}
Merger Exp. Accrual not paid (282) 190,067 143,523 46,544 47,151 32,615 14,576 237,258 176,138 61,120
Accelermied Depreciation, Gan/Loss, Cast of Removal (342,728,714) (292,074,237 (30,654,476} {76,632,502) (65,735,554) {10,897,348) {419,361,616) (357,809,791} {61,554, 825}
ECR/FAC {4,254,438) (4,294,438} {783.179) (783,179 {3,077,617) (5,077,611 -
FAS 143 -283 {7.948,502) (7.553,70%) (394,799} (1,449,573} (1,377,573 (72,000} {5,398,075) {8,938,376} (466,799}
MISO Exit Fees - Transmussien (2,856,735) (2,856,735) {520,585} {520,985) Garnn {3.377.721y .
Merper Surcredit {197,50%) {197,500 88,374 B8.374 (109,127) (109,127}
Emission Allowances {3,769} {3.769) (6873 (687 {$.457) (4457 -
Prepaid Insurance {782,575) {677.497) (105,073} (£62,639) {133,516} {29.121) (945,210} (811,613} (134,197}
Purchese gas adfustment (3,566,573 3,566,571} (650,438} (650,438} {4,2§7,011) - (4,217,011}
SEC 174 Qualified Software {205,064) 205,069 {37,398} {31.398) (242,462} {242,462} -
Site Assessment Cost {20.060) (20.060) {31,659} (3,659} {13,720) - {23.720)
Subtotsl - Deferred Tax Linbility (340,982.411) (289.631,424) (51,350,988) (57.813,128) (49,474,853} {8.338,235) {398,795,539) (339,106,317) (59.689,222)
Net Defered Tax Liakility inchuded in Rate Base {266,760.540) (252.854.522) (43,906,018) {49.444,539) (42,360,334} {7.144.205) (346,205.079) {295 154.856) (51,050.223)
FAS 109 Def. Income Taxcs - (FAS 71 Regulstory Acc.) (27.563.412} (25,792,715) {1.770,698) (21,215.901) {18 484.586} (2,731,315) (48.779.313) (44.277.301) (4.502.413)

Attachment to Response to AG-1 Question No. 11{a)(b)
Pagelofl
Scoit






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 12
Responding Witness: S. Bradford Rives

Q-12. As discussed on page 28 of Mr. Rives’ testimony, the Company has proposed to
exclude all ARO-related assets, liabilities and accumulated depreciation from rate
base. In this regard, please provide the following information:

a. Why hasn’t the Company removed all associated ARO-related capital from
the capitalization on Rives Exhibit 27

b. If all ARO-related capital were to be removed from the capitalization, what
would be the net capitalization dollar amount adjustment and how would it
change the electric and gas capitalization adjustment balances of $40,955,983
(electric) and $1,094,255 (gas) on Rives Exhibit 2, page 27

A-12. a and b. See the response to PSC-2 Question No. 77.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 13

Responding Witness: Shannon L. Charnas

Q-13. With regard to the average test year electric and gas M&S and prepayment
balances shown on lines 17 and 19 of Rives Exhibit 3, page 1, please provide the
following information:

ad.

A-13. a.

b.

Schedule showing the actual monthly M&S and prepayment balances from
which the 13-month average rate base inclusions shown on Rives Exhibit 3
were derived. In addition, show the calculations of all M&S and prepayment
balance adjustments for the PSC fee exclusion, Trimble County inventories
and Emission Allowances and show how these adjustments result in the 13-
month average M&S and prepayment balances shown on lines 17 and 19.
Actual monthly M&S and prepayment balances for all months after the test
year through to date.

See attached. The 13-month average prepayments balances shown on Rives
Exhibit 3, page 1, line 19, include PSC fees for the months July 2007 through
Januvary 2008. Per Exhibit 3, the 13-month average prepayments balance for
Base Electric is $3,275,528, and the 13-month average prepayments balance
for Gas is $817,525. Excluding PSC Fees, the 13-month average prepayments
balance for Base Electric is $2,774,271, and the 13-month average
prepayments balance for Gas is $622,592. The impact of correcting the
prepayment balance on Exhibit 3 does not change the Percentage of Rate Base
to Total Company Rate Base on line 24 of Exhibit 3.

See attached.



Louisville Gas and Electric Company

Materinls & Supplies
Eleetric Gas Total
Materials Fuel Emission  Undistributed M&S Trimble Co.  Adjusted Materials  Undistributed  M&S Adjusted
Month & Supplies  Inventory Allowances Stores Expense Total Inventorics Total & Supplies Stores Expense  Total M&S

(m

April 2007 $25.129,177 $49,110414 § 14016 3 4517362 $78.770.969 $4,099,121 3§ 74671848 3 44519 § 8.048 3 52,567 § 74,724,415
May 25,118,058 49,800,773 13,712 4,443,897 79376440 4,773,331 74,603,109 45,646 8112 53,758 74,636,867
June 25,184,138 46,261.036 13,394 4,515,430 75973998 4,819,257 71,154,741 45,537 8211 53.748 71,208,489
July 25,764,188 38,831,638 13,060 4,620,043 69228929 3,976,703 635,252,226 37,316 6,750 44,066 65,296,292
August 26,006,389 36,220,814 12,670 4,633,417 66873290 3772316 63,100,974 43,356 7.813 51,169 63,152,143
September 26.018,714  41.768.266 12,659 4378343 72,177,982 4,300,874 67.877,108 42382 7,194 49576 67,926,684
October 26,191,608 44,038,170 12,079 4,563,068 74804925 4228852 70,576,073 43314 7,616 50.930 70.627.003
November 26,310,792 45275740 11,790 4545337 76,143,659 4,547,732 71,595,927 43,237 7.564 50,801 71,646,728
December 26362423 45,9253806 11.459 4,576,676 76876364 4,484,071 72,392,293 44,844 7,894 52,738 72,445,031
January 2008 26,377,845 41,413,952 11,197 4,578,906 72,381,900  3.926.275 68,455,625 45,305 7,959 53,264 68,508,889
February 26,359,745 37,806,806 11,017 4,542,942 68,920,510 3,399,990 65,520,520 44962 7,764 52,726 65,573,246
March 26,564,663 36,535,350 10.786 4,529,956 67,640,755 3,382,417 64,258,338 44,834 7,715 52.549 64,310,887
April 26,568,316 41,626,021 10.619 4478461 72683417 3450448 69,232,969 44386 7.540 51,926 69,284,895
Total ¥ 898,691.751 $669.818 $ 899,361,568
t3-month Average $ 69,130,135 $ 51,524 $ 69,181,659
4]

May $26,594,619 $44.955,121 $ 10441 § 4,451,801 $76,011982 $4313916 3 71698066 $ 44375 3 7478 3 51853 § 71,749,919
June 26,767,304 42,141,339 10,216 4,445,245 73,364,104 4,161,747 69,202,357 39,520 6,617 46,137 69,248,494
July 27127466 38,314,596 10,004 4427834 69879900  3,732.223 66,147,677 48,448 7.953 56,401 66,204,078
August 27,532,201 35,351,065 9,800 4,469,928 67,362,994 3,461,185 63,901,809 50,681 8,283 38,964 63,960,773

Attachment to Response to AG-1 Question No. 13 (2)(b)
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Charnas



Louisville Gas and Electric Company

Prepayments
Electric Electric Total Gas Gas Total Total
Taotal PSC Excluding Total PsC Excluding Tetal Total Excluding
Month As Filed Fees PSC Fees As Filed Fees PSC Fees As Filed PSC Fees PSC Fees

(&)

April 2007 $ 2,920,084 % - $ 2920084 5 774,548 § - $ 774,548 § 3,694,632 § - $ 3,694,632
May 2,430,389 - 2,430,389 564,453 - 564,453 2,594 842 - 2,994,842
lune 2,210,076 - 2,210,076 522,341 - 522,341 2,732,417 - 2,732,417
July 3,001,971 1,279,996 1,721,975 906,933 497,776 409,157 3,908,904 1,777,772 2,131,132
August 2,408,065 1,163,633 1,244,432 737,937 452,524 285,413 3,146,002 1,616,157 1,529,845
September 2,769.876 1,047,270 1,722,606 858,917 407,271 451,646 3,628,793 1,454,541 2,174,252
October 2,680,971 930.906 1,750,065 835,668 362,019 473,649 3,516,639 1,292,925 2,223,714
November 4,651,344 814,543 3,836,801 982,883 316,767 666,116 5,634,227 1,131,310 4,502.917
December 4,436,698 698,180 3,738,518 902,660 271,514 631,146 5,339,358 969,694 4,369,664
January 2008 4,769,684 581,816 4,187,868 1,049,725 226,262 823,463 5819409 808,078 5,011,331
February 3,877,794 - 3,877,794 954,966 - 954,966 4,832,760 - 4,832,760
March 3,455 881 - 3,455,881 828,918 - 828918 4,284,799 - 4,284,799
April 2,969,028 - 2,969,028 707,881 - 707,881 3,676,909 - 3,676.909
Total $ 42,581,861 $ 36065517 § 10,627,830 $ 8093697 § 53209691 $ 44159214
13-month Average § 3,275,528 5 2774271 % 817,525 § 622592 § 4,093,053 $ 3,396,863
(b

May § 2503720 3% - $ 2503720 % 591,605 5 - 3 391,605 % 3,095325 § - % 3,095325
June 2,284,592 - 2,284.592 542,964 - 542,964 2,827,556 - 2,827,556
July 1,796,270 - 1,796,270 423,373 - 423,373 2,219,643 - 2,219,643
August 2,177,589 - 2,177,989 636,140 - 636,140 2,814,129 - 2,814,129

Attachment to Response to AG-1 Question No. 13 (a)(b)
Page2 of 2
Charnas






Q-14.

A-14.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 14
Responding Witness: Shannon L. Charnas

With regard to Gas Stored Underground, please provide the following
information:

a. Actual monthly Gas Stored Underground balances and associated 13-month
average balances for the two years prior to the test year and for the test year.

b. Actual Gas Stored Underground balances for each month from April 2008
through August 2008.

c. For each of the monthly Gas Stored Underground balances to be provided in
response to part (a) and (b) above, provide the associated monthly Mcf storage
volumes and average costs per Mcf.

See attached.



Atlachment to Response to AG-1 Question No. 14
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LOUISVILLE GAS AND ELECTRIC COMPANY
Gas Stored Underground laventory

{2) Gas Stored Underground - $

2006 2007 Test Year
January § 99.626,780 § 62.475,601 May 2007 $ 16965730
February § 71826485 5 41.638.683 June 2007 $ 29,041,676
March § 43,100,661 $§ 29.721.587 July 2007 % 49279158
Apri % 29,362,188 § 19.352923 August 2007 § 68,936,396
May $ 22839003 § 16965730 Seplember 2007 § 83,681,539
June $ 30252878 % 29.041.676 October 2007 $102.511.420
July § 48.693,125 § 45279158 November 2007 § 98,116,218
Aupust § 71,692.624 % 68,936,396 Ducember 2007 § 81,188,407
September $ 86,752842 § B3.681.539 January 2008 § 57,041.051
October $100.977.059 $102.581,420 February 2008 § 37.472,787
November $ 97519753 § 98.116,218 March 2008 $ 23,358,692
December $ 82837901 § 81,188,407 April 2008 § 16,329,065
13 Month Average % 70,026,889 58,903.634 52.559,620
{b} and {c)} Gas Stored Underground Average §

5 MCF Cost per MCF

May 2008 $ 15388560 2,128,681 b} 723
June 2008 $ 40,206,003 3.716.485 b 1082
July 2008 $ 77.614574 6.576.794 b 11 80
August 2008 $104,652.644 9,448,320 5 1} 08
(e} Gas Stored Underpround - Associated MCF Volume

2006 2007 Test Year
hanuary 9,690,718 8,714,867  May 2007 2.309,499
February 6,986.567 5.805.752  June 2007 3,700,799
March 4,192,358 4,143,505  luly 2007 6,550,310
April 2,856,067 2,657,993 Aupust 2007 9.418,651
May 2321553 2309499  September 2007 11,737,911
June 3.374,087 3,700,799  October 2007 14.249.946
July 6,182.229 6,550,310 November 2007 13,617,514
August 9,127,252 9.418.651  December 2007 11,253,000
Seplember 11.798,152 11,737,911 January 2008 7.504,807
October 14,166,047 14,249946  February 2008 5.183,586
November 13,639,627 13,617.514  March 2008 3,231,186
December 11.555233 11,253,000  April 2008 2258779
{c) Gas Stored Underpround - Averape § Cost per MCF

2006 2007 Test Year
January $ 1028 3 717 May 2007 3 735
February 3 1028 § 717 June 2007 $ 785
March $ 028 8§ 117 July 2007 % 752
April $ 1028 § 717 August 2007 $ 732
May 5 1028 § 135 September 2007 § 713
June 5 8§97 % 785 October 2067 % 719
July 5 788 § 752 November 2007 § 721
August 3 785 § 732 December 2007 § 721
September b 135 % 713 January 2008 % 722
October $ 713§ 719 February 2608 % 723
November 3 715 % 721 March 2008 3 723
December h3 IR YA 121 April 2008 L 723






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 15
Responding Witness: S. Bradford Rives

Q-15. With regard to the electric CWC adjustment of ($788,376) shown on Rives
Exhibit 4, line 20, please provide the following information:

a. Confirm that, based on the CWC calculation methodology used by the
Company, the electric CWC adjustment of ($788,376) incorporates 1/8" of
the proposed depreciation expense adjustment of $16,722,648 (Rives Exhibit
I, page 1, line 17) and of the proposed taxes other than income tax
adjustments of $1,135,572, ($148,930), and ($15,013) on Rives Exhibit 1,
page 2, lines 36, 37, and 38. If you do not agree, explain your disagreement.

b. Confirm that if one were to appropriately remove these depreciation expense
and taxes other than income tax adjustments from the CWC calculations, this
would change the proposed electric CWC decrease amount of ($788,376) to a
revised and corrected CW( decrease amount of ($3,000,161). If you do not
agree, explain your disagreement.

A-15. a. The Company agrees and confirms.

b. The Company agrees and confirms.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 16
Responding Witness: S. Bradford Rives

Q-16. With regard to the gas CWC adjustment of $517,847 shown on Rives Exhibit 4,
line 20, please provide the following information:

a. Confirm that, based on the CWC calculation methodology used by the
Company, the electric CWC adjustment of $517,847 incorporates 1/8" of the
proposed depreciation expense adjustment of $3,488,855 (on Rives Exhibit 1,
page 1, line 17) and of the proposed taxes other than income tax adjustment of
($51,331) on Rives Exhibit 1, page 2, line 37. If you do not agree, explain
your disagreement.

b. Confirm that if one were to appropriately remove these depreciation expense
and taxes other than income tax adjustments from the CWC calculations, this
would change the proposed gas CWC increase amount of $517,847 to a
revised and corrected CWC increase amount of $87,857. 1f you do not agree,
explain your disagreement.

A-16. a. The Company agrees and confirms.
b. The Company disagrees. The revised CWC increase amount is $88,157.
42, Total of above adjustments ($286,729,815)
Less: 39. GSC adjustment ($290,872,693)
37. Use tax adjustment (% 51,331

17. Depreciation adjustment § _ 3.488.855

Total expenses for CWC 5 705,254
Multiplied by 1/8" $ 88,157






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Reguest for Information of the Attorney General

Dated August 27, 2008
Question No. 17

Responding Witness: Robert M. Conroy

QQ-17. Tab 42 of the Filing Requirements shows that the unadjusted test year electric
O&M expenses include $317,506,069 for fuel expenses. In this regard, please
provide the following information:

a.

A-17. a

What portion of these total fuel expenses of $317,506,069 represents fuel
expenses recovered through the separate FAC rate recovery mechanism and
which portion is recovered through the Company’s base rates?

Reconcile the expense amount recovered through the FAC to be provided in
response to part (a) to the test year FAC fuel expense of $50,792,206 shown in
Rives Exhibit 1, Schedule 1.03.

FAC and base fuel recovery, on a cents per kWh sold, includes in addition to
fuel burned, purchased power expenses, and credits for the fuel and purchased
power expense incurred to make off-system sales. Additionally, some fuel
expense included in test year fuel expenses may have been excluded from the
FAC due to the forced outage exclusion in the FAC regulations. Therefore,
the Company is not able to determine what portion of total fuel expense is
recovered through the FAC.

FAC fuel expense as shown in Rives Exhibit 1, Schedule 1.03 is a calculation
of the amount of expense LG&E was allowed to recover from its retail
customers. It is reported as fuel expense based on the assumption that absent
timing differences, LG&E will recover 100% of its allowed expense from
customers. However, LG&E’s FAC is calculated on the basis of total
expenses and is applied only to Kentucky retail customers. Therefore, the
requested reconciliation cannot be performed.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 18

Responding Witness: Shannon L. Charnas

Q-18. With regard to the Mill Creek Ash Dredging Regulatory Asset discussed on page
29 of Mr. Rives’ testimony, please provide the following information:

a.

A-18. a.

b.

Are there any amortization expenses associated with this regulatory asset
included in the test year above-the-line operating expenses and, if so, provide
this amortization expense amount and indicate where in the filing schedules
this amortization expense is reflected.

When will the booking of this amortization expense expire?

There is $1,415,333 of above-the-line amortization expense associated with
the Mill Creek Ash Dredging Regulatory Asset discussed on page 29 of Mr.
Rives’ testimony. The amortization expense account is 501201. This
amortization expense is reflected in the $787,392,382 amount on Rives
Exhibit 1, page 1 of 3, line 1, Amount per books, column (3), Operating
Expenses. See also PSC-2 Question No. 12.

The booking of this amortization expense will expire on April 30, 2010.
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-06252
CASE NO. 2007-00564

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

Question No. 19
Responding Witness: Shannon L. Charnas

Q-19. Page 5 of 7 of the Volume 1 Financial Exhibits included in the Filing
Requirements shows that the unadjusted test year net operating income includes
($456,255) for gain on the disposition of allowances and $1,389,410 for
Accretion Expense. In this regard, please provide the following information:

a. Explain the reasons for and nature of the $456,255 gain on disposition of
allowances.

b. Provide the equivalent actual gains on disposition of allowances in each of the
3 years prior to the test year.

c. Explain the reasons for and nature of the 31,389,410 Accretion Expense.

d. Provide the equivalent actual Accretion Expenses in each of the 3 years prior
to the test year.

A-19.

®

The gain results from the approximately 2.8% of allowances allocated to
[LG&E each year and sold through the U.S. EPA allowance auction in March.

b. The gain on disposition of allowances for the years 2005, 2006 and 2007 was
$867,263, $1,004,606 and $553,093, respectively.

c. The ARO liability at any point in time is recorded at the net present value of
the estimated future cost of the removal obligation. The $1,389,410 in
accretion expense is the period-to-period increase in the carrying amount of
the ARO liability that accounts for the time value of money. The same
treatment as applied by KU and as explained in KU’s PSC-2 Question No. 94
was used by LG&E and therefore all aspects of ARO assets and liabilities
have been removed for ratemaking purposes. See also PSC-2 Question No.
77.
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d. The accretion expense in each of the 3 years prior to the test year is as
follows:

Accretion Accretion
Expense-Electric Expense-Gas
Year ended 12/31/07 5 1,360,880.88 $ 420,036.48
Year ended 12/31/06 §  1,277,593.12 b 780,448.47
Year ended 12/31/05 h 700,956.00 $

The Company adopted SFAS No. 143 in 2003 and adopted FIN 47, an
interpretation of SFAS No. 143, in 2006. Under SFAS No. 143, the Company did

not record any gas AROs. However, FIN 47 required the Company to establish
AROs for certain gas assets.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 20
Responding Witness: Valerie L. Scott
Q-20. With regard to the unadjusted test year Taxes Other Than Income Taxes of
$16,731,827 (electric) and $5,725,965 (gas), please provide the following
information:
a. Breakout of these total tax amounts by Taxes Other Than Income Tax
components.
b. Actual electric and gas Taxes Other Than Income Taxes, in total and broken
out by tax component, for the years 2005, 2006 and 2007.
A-20. a. See attached.

b. See attached.



Description

Praperty Tax

Federal & State Unemployment
FICA

PSC Fee

Miscellaneous

Total

12 Months Ended

Louisville Gas and Electric Company
Case No. 2608-00252
Case No. 2007-00564

Taxes Other Than Income Taxes by Tax Componeat

Electric

Gas

Total

Electric Gas Tatal

12 Months Ended

12 Months Ended

12 Months Ended

4/30/2008 4/30/2008 4/30/2008

$10,182,895 5 3778543 §13,961.438

12/3172007  12/31/2006  12/31/2005

$ 9916710 510,476,652 § 9,888,567

12/31/20607  12/31/72006  12/31/2005

$ 3678848 % 34352956 § 3457952

12/302007 1273172806 12/31/2005

$13,595.558 313929608 $13.346,519

139,602 32,504 172,166 139,327 144,752 131,385 32,978 36,249 34,428 172,305 181,601 165,813
5,044,641 1,227,753 6,272,396 4,962,274 4,751,372 4,421,694 1,234,584 1,189,738 1,158,306 6,186,858 59451110 5,580,000
1,251,998 681,570 1,933,568 1,225,869 1173428 580,089 696,061 607,507 248,610 1,921,930 1,780,935 828,699

112,691 5,593 118,284 15,894 (130,222} 168,640 4,113 6,259 4,845 20,012 (123,963} 173,485

$16,731.827 § 5725965 §22457.792

516,260,079 316415982 §15,190,375

$ 5,636,584 § 5292709 § 4.904,141

$21,896,663 521,708,691 $20.094.516

Attachment to Response to AG-1 Question No., 20

Page 1l of }
Scott
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-00252
CASE NO. 2607-00564

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

Question No. 21
Responding Witness: Shannon L. Charnas

QQ-21. For each of the miscellaneous operating revenue categories of Forfeited
Discounts, Miscellaneous Service Revenues, Rent from Electric/Gas Property,
Interdepartmental Rents, Other Electric Revenues and Other Gas Revenues shown
on page 5 of 7 of Volume 1 - Financial Exhibits, provide the actual revenues for
each of the 12-month periods ending 4/30/05, 4/30/06, 4/30/07 and 7/31/08.
Provide this separately for the Company’s gas and electric operations. Also,
provide a brief description of the nature of each of these miscellaneous revenue
categories in the same format and detail as per the response to AG-1-26 in Case
No. 2003-00433.

A-21,
12 months ended 12 months ended 12 months ended 12 months ended
07/31/08 04/30/67 04/30/06 04/30/05

Eleciric Operations
Forfeited Discounts $2,731,099 $2,195,992 $2,116,877 $1,804,161
Miscellaneous Service Revenue 856,149 973,635 1,254,120 1,067,070
Rent from Electric Property 3,010,306 3,226,572 3,257,477 2,843,687
Other Electric Revenues 1,489,987 8,463,263 30,907,682 9,698,180
Gas Operations
Forfeited Discounts $1,026,188 $1,582,504 $2,032,742 $1,407,865
Miscellaneous Service Revenue 48,873 58,610 65,680 49,909
Rent from Gas Property 408,111 414,161 371,805 377,830
Interdepartmental Rents 75,1065 106,080 107,268 107,268
Other Gas Revenue 45,114 38,4G2 85,714 36,439

Below is a description from the Uniform System of Accounts.

Forfeited Discounts (Account 450/487): Discounts forfeited or additional
charges imposed because of the failure of customers to pay their electric or gas
bills on or before a specified date.



Response to AG-2 Question No. 21
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Miscellancous Electric Service Revenue (Account 451): Revenue for all
miscellaneous services and charges billed to customers which are not specifically
provided for in other accounts, including the following:

1. Fees for changing, connecting, or disconnecting service.

Profit on maintenance of appliances, wiring, piping, or other installations on
customers' premises.

3. Net credit or debit (cost less net salvage and less customer payments) on
closing of work orders for plant installed for temporary service under one
year.

4, Recovery of expenses in connection with current diversion cases.

Rent from Electric/Gas Property (Account 454): Rental revenue for the use by
others of land, buildings, and other property devoted to electric/gas operations by
the utility. Also includes amounts received by the utility for interest, return, or in
reimbursement of taxes or depreciation on the property when property owned by
the utility is operated jointly with others under a definite arrangement for
apportioning the actual expenses among the parties to the arrangement.

Other Electric Revenues (Account 456): Operating revenue not included in
categories above, including the following:

1. Commission on sale/distribution of electricity of others when sold under rates
filed by such others.

2. Compensation for minor/incidental service provided for others such as
customer billing, engineering, etc.

3. Profit/loss on sale of materials & supplies not ordinarily purchased for resale
and not handled through merchandising and jobbing accounts.

4. Sale of steam excluding steam heating or steam transfer among joint facility

operations.

Transmission of others' electricity over utility's transmission facilities.

6. Revenue from rights/benefits received from others through R&D and
demonstration ventures.

e

Miscellaneous Gas Service Revenue (Account 488): Revenue for all
miscellaneous services and charges billed to customers which are not specifically
provided for in other accounts, including the following:

1. Fees for changing, connecting, or disconnecting service.

Profit on maintenance of appliances, wiring, piping, or other installations on
customers' premises.

3. Net credit or debit (cost less net salvage and less customer payments) on
closing of work orders for plant installed for temporary service under one
year.

4, Recovery of expenses in connection with current diversion cases.



Response to AG-2 Question No. 21
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Charnas

5. Services performed for other gas companies for testing and adjusting meters,
changing charts, etc.

Interdepartmental Rents (Account 455/494): Credits for rental charges made
against other departments of the utility.

Other Gas Revenues (Account 495): Operating revenue not included in
categories above, including the following:

1. Commission on sale/distribution of gas of others when sold under rates filed
by such others.

2. Compensation for minor/incidental service provided for others such as
customer billing, engineering, etc.

3. Profit/loss on sale of materials & supplies not ordinarily purchased for resale
and not handled through merchandising and jobbing accounts.

4. Sale of steam, water, or electricity, including sales/transfers to other utility
departments.

5. Service charges for storing gas of others.
6. Miscellaneous royalties received.
7. Revenues from dehydration and other processing of gas of others, except

extraction products where products are received as compensation and sales are
includible in other accounts.

8. Revenue from rights/benefits received from others through R&D and
demonstration ventures,






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 22
Responding Witness: Valerie L. Scott
Q-22. As shown on Rives Exhibit 1, Schedule 1.42, through its proposed revenue
conversion factor, the Company has proposed to charge the ratepayers for bad
debt and PSC assessment expenses (at ratios of .1835% and .1603%) associated

with the proposed electric and gas rate increases in this case. Please confirm this.

A-22. Yes, the Company has proposed to gross-up revenues for bad debt expenses at
(.1835% and PSC assessment expenses at 0.1603%. See also Question No. 3.
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Atforney General
Dated August 27, 2008

Question No, 23
Responding Witness: Lonnie E. Bellar / Shannon L. Charnas

Q-23. With regard to the unbilled revenue data shown on Rives Exhibit I, Schedule
1.00, please provide the following information:

a. Do the unbilled revenue amounts for 4/30/07 and 4/30/08 shown on Schedule
1.00 represent unadjusted unbilled revenues as they were recorded on the
Company’s books and records as of 4/30/07 and 4/30/08? If not, explain what
they represent.

b. Confirm that the unbilied revenues of $25,336,000 (electric) and $7,563,000
(gas) as of April 30, 2007 include not only unbilled base rate revenues, but
also unbilled GSC, FAC, ECR and DSM revenues. If you do not agree,
explain your disagreement.

c¢. Please identify what portion of the unbilled revenues of $25,336,000 (electric)
and $7,563,000 (gas) as of April 30, 2007 represents unbilled base rate
revenues and what portion represents unbilled GSC, FAC, ECR and DSM
revenues.

d. Confirm that the unbilled revenues of $26,121,000 (electric) and $8,766,000
(gas) as of April 30, 2008 include not only unbilled base rate revenues, but
also unbilled GSC, FAC, ECR and DSM revenues. If you do noi agree,
explain your disagreement.

e. Please identify what portion of the unbilled revenues of $26,121,000 (electric)
and $8,766,000 (gas) as of April 30, 2008 represents unbilled base rate
revenues and what portion represents unbilled GSC, FAC, ECR and DSM
revenues.

f. Confirm that the unbilled revenue differences of $785,000 (electric) and
$1,203,000 (gas) include not only unbilled base rate revenues, but also
unbilled GSC, FAC, ECR and DSM revenues. If you do not agree, explain
your disagreement.

g. Please identify what portion of the unbilled revenue differences of $785,000
(electric) and $1,203,000 (gas) represents unbilled base rate revenues and
what portion represents unbilled GSC, FAC, ECR and DSM revenues.

h. Since all GSC, FAC, ECR and DSM revenues have been (and should be)
eliminated from this rate case (because they are separately addressed in the
GSC, FAC, ECR and DSM rate mechanisms), why would it be appropriate to



A-23.
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make pro forma adjustments reducing the test year revenues for unbilled GSC,
FAC, ECR and DSM revenues as the Company is proposing on Schedule
1.007

Explain why the Company has not reduced the pro forma bad debt expenses
and PSC assessments by applying its proposed bad debt ratio of .1835% and
PSC assessment ratio of .1603% to the proposed electric and gas revenue
reduction adjustments of $785,000 and $1,203,000.

. The unbilled revenue amounts for 04/30/07 and 04/30/08 shown on Schedule

1.00 represent the unbilled revenues as they were recorded on LG&E’s books
and records on 04/30/07 and 04/30/08.

. The unbilled revenues of $25,336,000 (electric) and $7,563,000 (gas) as of

April 30, 2007 include unbilled GSC, ECR, and DSM revenues in addition to
unbilled base rate revenues. FAC revenues were not inciuded in the electric
unbilled calculation at April 30, 2007; these were included in the monthly
FAC accrual (see Rives Exhibit 1, Reference Schedule 1.09).

. The unbilled revenue of $25,336,000 for electric as of April 30, 2007 includes

the following components:

Unbilled Base Rates $25,639,000
FAC 0
DSM 158,000
ECR 347,000

The unbilled revenue of $7,563,000 for gas as of April 30, 2007 includes the
following components:

Unbilled Base Rates $1,367,000
GSC 6,195,000
DSM 45,600

. The unbilled revenues of $26,121,000 (electric) and $8,766,000 (gas) as of

April 30, 2008 include unbilled GSC, FAC, ECR, and DSM revenues in
addition to unbilled base rate revenues.

The unbilled revenue of $26,121,000 for electric as of April 30, 2008 includes
the following components:

Unbilled Base Rates $25,982,000
FAC 659,000
DSM 120,000

ECR 99,000
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The unbilled revenue of $8,766,000 for gas as of April 30, 2008 includes the
following components:

Unbilled Base Rates $1,330,000
GSC 7,462,000
DSM 30,000

The unbilled revenue differences of $785,000 (electric) and $1,203,000 (gas)
does include unbilled GSC, FAC, ECR, and DSM revenues in addition to
unbilled base rate revenues. In April 30, 2007, unbilled revenue did not
include FAC unbilled revenues as it did as April 30, 2008; however, these
revenues were included in accrued revenue.

. The unbilled revenue difference of $785,000 for electric includes the
following components:

Unbilled Base Rates ($343,000)
FAC (659,000)
DSM 38,000
ECR 248,000

The unbilled revenue difference of $1,203,000 for gas includes the following
components:

Unbilled Base Rates $37,000
GSC (1,267,000)
DSM 15,000

. To fully eliminate the separate mechanisms, the Company has eliminated
billed revenues for these mechanisms on Reference Schedules 1.10, 1.05,
1.03. The amounts accrued were eliminated on Reference Schedule 1.09. The
unbilled portion was removed in Reference Schedule 1.00,

The PSC adjustment and bad debt ratio are calculated based on billed revenue,
and are applied to billed revenue, thus no reduction is necessary to the
proposed electric and gas revenue adjustment.
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 24
Responding Witness: Lonnie E. Bellar

Please reconcile the Merger Surcredit elimination adjustment amount of
$19,476,242 shown on Rives Exhibit 1, Schedule 1.01 to the annual Merger
Surcredit amounts shown on the tariff page (Original Sheet No. 73) in Volume 1,
Tab 8.

The actual Merger Surcredit revenues for the test period ending April 30, 2008 are
$19,476,242. This amount eliminates 100% of the Merger Surcredit from test
period revenues. This amount does not equal the Savings to be Distributed
amount on the tariff of $18,045,255 due to actual billing variances and the
amortization of the lump sum settlement payment amounts of $1,382,145. The
cumulative difference between actual billing amounts and the Merger Surcredit
tariff amounts are trued-up through the balancing adjustment as prescribed in the
tariff,

Actual Per Balancing
12 Months Ended April 2008 Billing Tariff Adjustment
Savings to be Distributed $18,094,097 $18,045,255 3 (48,842)
Settlement Payment Amortization 1,382,145 1,382,145 0
Total Merger Surcredit $19,476,242 $19,427,400 $ (48,842)
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 25
Responding Witness: Lonnie E. Bellar

Please reconcile the VDT Surcredit elimination adjustment amounts of
$7,375,580 (electric) and $1,903,311 shown on Rives Exhibit 1, Schedule 1.02 to
the annual VDT Surcredit amounts shown on the tariff pages (Original Sheet No.
75) for electric and gas operations in Volume 1, Tab 8.

The actual VDT Surcredit revenues for the test period ending April 30, 2008 are
$7,375,580 (electric) and $1,903,311 (gas). These amounts eliminate 100% of the
VDT Surcredit from test period electric and gas revenues. These amounts do not
equal the Net Savings to be Distributed amounts on the tariffs of $7,040,000
(electric) and $1,760,000 (gas) due to actual billing variances. The cumulative
difference between actual billing amounts and the VDT Surcredit tariff amounts
are trued-up through the balancing adjustments as prescribed in the tariffs.

Electric Actual Per Balancing
12 Months Ended April 2008 Billing Tariff Adjustment
Net Savings to be Distributed $ 7,375,580 $ 7,040,000 $(335,580)
Total VDT Surcredit $ 7,375,580 $ 7,040,000 $(335,580)
Gas Actual Per Balancing
12 Months Ended April 2008 Billing Tariff Adjustment
Net Savings to be Distributed $ 1,903,311 $ 1,760,000 $(143,311)
Total VDT Surcredit $ 1,903,311 $ 1,760,000 $(143,311)
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 26

Responding Witness: S. Bradford Rives

Q-26. Page 5 of 7 of the Volume 1 Financial Exhibits show actual test year Investment
Credit Adjustment — Net of $3,910,848 for electric operations and $(162,834) for
gas operations. In this regard, please provide the following information:

A-26.

a.

=

Explain why the electric ITC Adjustment — Net amount increases the income
taxes by $3.9 million rather than decreasing income taxes which usually is the
case due to the ITC amortization tax credits.

Provide the actual ITC amortization amounts booked in each of the years 2003
through 2007 and compare these 1TC amortization bookings to the test year
net adjustment amount of $3,910,848.

Explain why, starting in 2007, the electric ITC Adjustment became a positive
amount (income tax increase) rather than remaining a negative amount
(income tax credit) — see page 115 of the Company’s 2007 FERC Form 1.
Page 266 of the Company’s 2007 FERC Form 1 shows that the 2007
amortization for the 15% electric ACGT tax credit amounts to $3,785,826.
Please explain in detail why the Company increased its 2007 annual electric
income taxes by $5,193,800, as shown on pages 114 and 115 of the same
FERC Form 1. Also, reconcile the amounts of $5,193,800 and $3,785,826.

The electric ITC Adjustment - Net contains both the recording of $7,679,626
of the Advanced Coal Credit on Trimble County 2 progress expenditures, and
amortization of prior ITC ($3,768,778) during the test year. The net of these
two amounts is $3,910,848. The $7,679,626 expense for Advanced Coal
Credit is directly offset in federal current income taxes which results in no net
income tax expense effect. The ($3,768,778) effectively reduces income tax
expense in cost of service, consistent with IRS regulations for Option 2
companies including LG&E.

The $3,910,848 ITC adjustment is a combination of $7,679,626 of additional
test period ITC on the Advanced Coal Credit and (33,768,778) of amortized
prior ITC. See the attached schedule for a comparison of the amortization of
ITC for the years 2003 —- 2007.
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There is no income tax increase. This is due to the booking of the additional
unamortized ITC related to the Advanced Coal Credit, which is offset in
current taxes. The unamortized ITC amount that is booked to FERC account
411.4 1s directly offset in FERC account 409.1.

The 2007 deferred ITC is comprised of additional credits from TC2 qualifying
expenditures during 2007 of $8,979,626 and the amortization of prior ITCs of
($3,785,826) resulting in a net deferred ITC increase of $5,193,800 as shown
in the Form 1.
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Question 268
Amortization of {TC 2003-2007 Comparison
| Elaclric ]
15% ACGT Pre 15% ACGT
Year ITC Provided {TC Provided Yotat Frovided
2003 - - -
2004 - - -
2005 - - -
2006 (3.000.000} . {3.600.000)
2007 {8.970.626) - {B.979.628)
Test Year {7.679.626} - (7.679.626)
Year ITC Amortized ITC Amortized Tolat Atnontized
2003 - 4.008.756 4.00B8.756
2004 3.957.873 3.957.673
2005 - 3.899.6083 3,899,693
2008 - 3,848,653 3.846.953
2007 - 3.785.826 3.785.826
Test Year - 3,768.778 3.768.778
Year iTC Net ITC Net Tolal Net
2003 - 4.008.756 4.008.7566
2064 - 3957673 3.957 673
2005 N 3.899.693 3.899.693
2006 (3.000.000} 3.848.553 848,553
2007 {8,975.626) 3.785.826 (5.193.800)
Tes! Year {7 614.626) 3.768,778 (3,910,848)
[ Gas |
15% ACGT Pre 15% ACGT
Year ITG Provided ITC Frovided Total Provided
2003 - - -
2004 - - -
2005 - . -
2006 - - U
2007 - -
Test Year . - -
Year ITC Amorized ITC Amonized Total Amoriized
2003 B 158411 158411
2004 - 165,173 185,173
2005 - 184,870 184,870
2006 173,108 173.108
2007 ~ 185075 165.075
Tes! Year - 162.834 162,634
Year ITC Hal ITC Net Totat Net
2003 - 198.411 188,411
2004 - 185,173 195.173
2005 - 184870 $84.870
2006 - 173,108 173,108
2007 - 165.075 185,075
Test Year - 162.834 162,834
[ Total - Electric and Gas ]
15% ACGT Pre 15% ACGT
Year ITC Provided ITC Provided Total Provided
20863 - - -
2004 - - -
2005 - - -
2006 {3.000.00G) - {3.000,000}
2067 (8.878.626) - (8.975,626)
Test Year (7.679.626) - (7.679.8286)
Year ITC Amorized 1TC Amortized Tols Amonized
2003 - 4.207.167 A4.207 167
2004 - 4,152.846 4.152.846
2005 - 4.084.564 4,084 584
2006 4.021.661 4.021.661
2007 - 3.950.801 3.950.901
Test Year - 3.831.612 agateiz
Year 1TC Net iTC Net Tolal Net
2003 - 4.207 467 4.207.467
2004 - 4.152.848 4.152.848
2005 - 4.084.564 4.084 564
2006 {3,000.000} 4.021.661 $.021.661
2007 {B.D78.826) 3,950,901 {5.028.725)
Test Year (7.679.628) 3.931.6%2 {3.748.014)
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 27

Responding Witness: Valerie L. Scott

Q-27. Page 5 of 7 of the Volume 1 Financial Exhibits shows that the unadjusted test
year total income taxes amount to $46,964,217 (electric) and $5,896,991 (gas). In
this regard, please provide the following information:

A-27.

a.

In the same format and detail as shown in LG&E’s response to data request
No. 25 in the Company’s prior rate case, Case No. 2003-00433, provide all of
the income tax components and calculations that make up the total unadjusted
per books test year electric income taxes of $46,964,217 and gas income taxes
of $5,896,991. Show this information separately for the Electric Operating
Accounts and Gas Operating accounts.

Please provide the permanent timing difference items and amounts (e.g.,
preferred dividends paid, ESOP reinvestments, non-deductible meals and
entertainment, non-taxable dividends paid, etc) included in the calculations of
the electric and gas Operating Account income taxes of $46,964,217 and
$5,896,991. Show these items separately for electric and gas operations and
indicate whether they involve taxable income deductions or additions.

Please indicate where exactly in this response the 2006 income tax true-up
amounts of $1,914,256 (electric}) and $656,377 (gas) and the electric
Kentucky Coal Credit of $132,511 and Kentucky Recycle Credit of $741,478
shown on Exhibit 1, Schedule 1.41. are reflected.

Piease provide the total interest expenses (including reclassified lease interest
expenses) used as taxable income deductions in the calculations of the electric
operating income taxes of $46,964,217 and gas operating income taxes of
$5,896,991. Provide such interest amounts in total and broken out by interest
expense component.

See attached,
See attached.
The income tax true up amount of ($1,914,256} , along with an additional

federal adjustment of ($282,319), for a total of ($2,196,575), for electric
operations can be found on the attached schedule. It is the sum of line 18,
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column 4 ($4,965,330), line 32, column 4 ($495,704), line 40, column 4,
$3,022,407, and line 46, column 4, $242,052. Also see response to PSC-2
Question No. 80(a) for an additional federal adjustment of $282,319.

The income tax true up amount for gas operations of $656,377 is the sum of
the amounts on the attached schedule line 18, column 3, line 32, column 3,

line 40 column 5 and line 46 column 5.

The Kentucky coal credit and recycling credit can be found on the attached
schedule line 31, column 4.

d. See attached.
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Line No.

—

©oNDG N

@

Boak Taxable Income

Permanent Differences:
Non-taxable div paid

Dividend income exclusion {70%)
Meals and Entertainment {(50%)
Mon-Deductible Business Expenses
Preferred dividends - interest
Section 199

FAS 112 Subsidy

Total Permanent Differences

Total Federal Timing Differences
{See detail helow}

Subtotal
Total state tax expense

Federal Taxable Income
Federal Income Tax Rate

Current Federal Tax Before Adjustments
Investiment Tax Credit
Cther Adjustments, Est vs Actual
Totat Federal Current Tax Expense

State Current Tax Expense:
State Taxable Income
State tax adjustmentis:
1.8, Govt. Interest
Dividend income (30%)
Exp Assoc W/ Non-Tax Inc.
Federal Preferred Stock Dividend Exclus

State Taxable Income after adiustments
State Income Tax Rate

SubTotat State Current Tax Expense

Louisville Gas and Electric Comgpany
Case No. 2008-00252
Attorney Genersl-1st Data Response

Questions 27a & 27b
12 Months Ended 4/30/08
{3) 4 5 8 N
Eiectric Gas Eleclsic & Gas Electric & Gas
Total Qperating Operating QOgerating Mon Operating
160,304,199 147,040,383  15,015432 162,059,825 {1.755,628)
(162,500} (146,250} {16,250} (162,500} 0
(177,345} 0 {177,345}
162,016 134,233 27,783 162,016 0
380,168 0 386,168
345,872 276,432 69,540 345,972 g
{4,962,654) (4,962,654} (4,862,654} O
{202,677) {156,061) {46,618) {202,677 0
{4,617,020) {4,854,300) 34,457 (4,819,843} 202,823
{18,543, 665) 5,507,093 (24,830,868} (18,323,775) {1,218,890)
136,143,514 148,693,186 (9,776,979 138,916,207 (2,772,693
{7,292,325) (8,080,456} 544,118 {7,536,337) 244,012
128,851,189 140,612,730 (9,232,860} 131,379,870 (2,528,681)
35.00% 35.00% 35.00% 35.00% 35.00%
45,097 816 49,214 455 (3,231,501} 45,982,954 (885,038)
(7.679,626) (7,679,626} (7,679,626} 0
(5,846,380} (4,965,330} (362,655) (5,327,986} {618.404)
31,471,900 36,568 499 {3,594.158) 32975342 {1,503,442})
136,114,190 147,974,782 {9,084,859) 138,886,883 {2,772,693)
{30,458} 0 (30,458)
{76,005} G {76,005}
28,361 0 28,381
162,500 146,250 16,250 162,500 0
136,198,608 148,118,032 {0.068,649) 139,049,283 (2.850,775)
68.00% 5.00% 6.00% 8.00% 6.00%
8,171,918 8,887,082 {544,119} 8,342,963 {171.047)

Attachment to Response to AG-1 Question No. 27(a)(b)
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42,

48

50

51

(2)

State Tax Adjustments:

Credits (Recycling; Coal}

Other Adjustments, Est vs Actual
Total State Cumrent Tax Expense

Deferred Tax Adjustments:
Total Federal Timing Differences per above
Deferred State Tax Adiustments

Federal Income Tax Rale

Excess Defaerreds

Investment Tax Credit - Net

Other Adjustments, Est vs Actual
Fedaral Deferred Tax Expense

Total State Timing Differences
{See delail helow)

State Income Tax Rate

Sublotal

Excess Deferreds

QOther Adjustments, Est vs Actual
State Deferred Tax Expense

Summary

Total Current and Deferred Fed. Tax Expense
Total Current and Deferred State Tax Expense
ITC-Net

Tolal Tax Expense

Louisville Gas and Efectric Company
Case No. 2008-00252
Attorney General-1st Data Response

Questions 27a & 27b
12 Months Ended 4/30/08
(3} [GA] (5 {6} "
(873,989} (873,989} {873,889 0
(805,966) {485,704) (188,948) {684,650) {121,316}
6,491,661 7,517,380 (733,065} 5,784,324 {262 363}
18,543,665 (6,507,093} 24,830,868 18,323,775 1,219,890
{(1.174.379) 347,141 {1.448,327} {1,104,185) (73,193}
18,369,286 (6,158,952} 23,382,541 17,222,589 1,146,697
35.00% 35.00% 35.00% 35.00% 35.00%
6,429,250 (2,155,983} 8,183,880 6,027,906 401,344
(2,000,000} (1,526,684} (473,316} (2,000,000)
3,748,014 3,910,848 {162,834) 3,748,014 0
4,497,643 3,022,407 1,045,260 4,067,667 429,976
12,674,907 3,250,568 8,592 999 11,843,587 831,320
19,572,980 (5,785,688) 24,138,788 18,353,099 1,219,890
19,574,489 (5.7685,689) 24,138,788 18,353,094 1,219,890
6.00% 6.00% 6.00% 8.00% 6,00%
1,174,379 {347,141} 1,448,327 1,101,186 73,193
(248.,002) {268,170) 20,168 (248,002} v,
476,482 242 052 162,718 404,770 71,712
1,402,859 {373,259 1,631,213 1,257,954 144,805
40,398,793 35,800,239 5,161,677 41,070,915 (672,122}
7,894,820 7,144,130 898,148 8,042,278 (147 458}
3,748.014 3,810,848 {162,834) 3,748,014 Q
52,041,627 46,964,217 5,826,991 52,861,207 {819.580)

Attachment to Response to AG-1 Question No. 27(a)(b)
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(1)

(23

Tempazary Differences

Capitalized Interest

Confributions in Ald of Construction
Customer Advances for Construction
Demand Side Management

ECR Ash Hauling

FAS 87 Pension

FAS 106 Post Retirement Benefits

FAS 143 - Asset Retirement Obligation
L.oss on Reacquired Debt — Amortization

Mark to Market

Medical Plan

Method Life/Tax Depreciation
MISO Exit Fees

Prepaid Insurance

Public Liability Reserve
Purchase Gas Adjustment
RAR interest Reserve
Regulatory Expenses

Siate Tax Current

Siate Tax Deferred

Tax Refunds

University of Kentucky Contribution
Vagation Pay

Workers Compensation

Other

Federal Temporary Differences

Federal Temporary Differences
Less: Method LifefTax Depreciation
Prepaid Insurance
State Tax Current
State Tax Deferred
Other
State Temporary Differences

Louisville Gas and Electric Company
Case No. 2008-00252
Attorney General-ist Data Response
Questions 27a & 27b
12 Months Ended 4/30/08

{3} (4} (5} G)] 7

Electric Gas Flecinc & Gas  Electrnic & Gas

Total QOperating Operating QOperating Non Operating
3,078,372 2,575,282 503,090 3,078,372 0
3,222,473 3,383,006 {170,533} 3,222 473 0
{344,605} 6,401 {351,008) (344,605) 0
1,233,126 135,644 1,097,482 1,233,126 v
(1,766,450} (1,766,450} {3.766,450 4]
2,444,761 1,847,555 497,206 2,444,761 I+
1,050,674 809,019 241,655 1,050,674 4]
(539,507 {431,605) (107,902} (539,507} 0
1,039,868 872,448 167 418 1,039,866 g
385,023 385,023 385,623 0
(337,085) {269,668} (67,417 {337,085) 0
(5,145,450} (814,153 (4,331,297} (5,145,450} 0
3,341,946 3,341,946 3,341,946 0
407,704 203,852 203,852 407,704 0
{449,851} (449,851) (449,851} 0
(20,881,254} {20,881,254) (20,881,254} 0
{391,009} 0] (391,009)
1,294,088 1,378,803 (B4,817} 1,254,088 G
(8,203,577 {6,152.683) (2,030,894} (8,203,577 4]
1,909,601 1,432,201 477,400 1,809,601 0
(609.939) 0 (609,939}
(220,569) ¢ (220,569
295,967 236,774 59,193 295,867 0
{548,397} {438,718) (109,679} {548,387} 0
190,427 112,165 76,635 188,800 1,627
{19,543,665) 6,507,093 (24 830,868) {18,323,775) (1,219,890)
(19,543,665} 6,507,083 (24,830,868) (18,323,775) (1,219,880)
5,795,083 5077527 717,556 5,795,083 0
312,070 156,035 156,035 312,070 0
(8,203,577} (6,152,683} (2,050,894) {8,203,577) u;
1,809,601 1,432,201 477,400 1,909,601 G
216,147 208,324 7.823 216,147 g
(18,572,989) 5,785,688 {24,13B,788} {18,353,089) {1,219.880}

Attachment to Response to AG-1 Question No. 27(a)(b)
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Louisville Gas and Electric Company
Case No. 2008-00252
Attorney General - 1st Data Response
CQuestion 27d
Total Interest Expense Total Electrig Gas
Interest Expense (56,113,063) (45,715,737} (10,397,326)
Other interest expense taxed below the line 999,257 799,780 199,477
Total Interest used for tax calculation (55,113,806} (44,915,957) {10,197,849)
Less ECR related interest expense 322,919 322,919 -
Total per Exhibit 1 Schedule 1.41 {54,790,887) (44,593,038) (10,197,849)







LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 28

Responding Witness: Valerie L. Scott

Q-28. With regard to the Kentucky Coal Tax Credit referenced on Rives Exhibit 1,
Schedule 1.33, please provide the following information:

A-28.

a.

®

Actual Kentucky Coal Tax Credits received by the Company in each of the
years 2003 through 2007 and during the 12-month period ended 7/31/08.
Provide each of these annual Coal Tax Credit amounts in total and as broken
out between the portions of the total Coal Tax Credits applied first as income
tax credits and then as property tax credits.

Effective which date in 2009 will the Coal Tax Credit statute expire? Please
provide actual source documentation in support of your response.

Is there currently information available concerning other potential tax credit
statutes or mechanisms that will replace, in whole or partially, the effect of the
current Coal Tax Credit statute? If so, provide all available details.

See response to PSC-2 Question No. 79. For the twelve months ended 7/31/08
the Company’s coal tax credit received was $1,665,616 based on the
Kentucky coal purchases for calendar year 2007. The amount recorded as a
credit to income tax expense for the twelve months ended 7/31/08 was
$832,808, one half of total credit.

See response to PSC-2 Question No. 26.

The Company is not aware of any potential tax credit statutes or mechanisms
that would replace or extend the current Coal Tax Credit statute. Kentucky
does have a statute for new clean coal facilities that was created in 2005 (KRS
141.428) that provides a two dollar per ton credit for eligible Kentucky coal
purchases. Facilities eligible for the “Kentucky Clean Coal Incentive” must
be certified by the Environmental and Public Protection Cabinet. At the
present time, no Company facilities qualify for this credit.
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A-29.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 29
Responding Witness: Robert M. Conroy / Shannon L. Charnas

Reference the Railcar property tax adjustment discussed on Ms. Charmas’
testimony page 8. Explain where and when it was decided and authorized that
these taxes will from now on be included in the FAC rate mechanism.

Railcar property tax expenses are recoverable through the FAC pursuant to the
express language of KAR 5:056 Section [{(6) as a necessary charge for
transportation of fuel. Kentucky Utilities Company has been recovering these
expenses through the FAC as recoverable fuel cost. However, LG&E has not in
the past included such cost in the FAC because it was an expense previously
included in the determination of base rates. This difference in recovery of railcar
property tax expense was identified through the process of harmonizing
procedures between LG&E and KU. However, since these costs were included in
the determination of LG&E’s base rates, they could not be included in the FAC
until such time as new base rates are established. To do so would result in the
double recovery of these expenses. With the Railcar property tax adjustment
proposed in Reference Schedule 1.35 of Rives Exhibit 1, LG&E is removing the
expense from the test year so that it will not be recovered through base rates.
With the establishment of new base rates, LG&E will begin recovering railcar
property tax expense through the FAC in the same manner as KU.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Infermation of the Attorney General

Dated August 27, 2008
Question No. 30

Responding Witness: Valerie L. Scott

Q-30. With regard to the Kentucky Recycle Credit amount of $741,478 shown on Rives
Exhibit 1, Schedule 1.41, please provide the following information:

A-30.

a.

History of the Kentucky Recycle Credit showing the starting amount
generated in 1999, the tax credits booked in each year from 1999 through to
date, and the unused portion of the recycle credit carried forward each year
from 1999 through to date.

Actual Kentucky Recycle Credits booked by the Company in each of the years
2000 through 2007 and during the 12-month period ended 7/31/08 and
compare these annual bookings to the $741,478 booking in the test year.

Why is the test year booking of $741,478 to be considered a booking that
relates to prior periods?

Will the booking of such Kentucky Recycle Credits continue for the years
2008, 2009 and 20107 If not, explain in detail why not.

See atfached.
See attached.

The $741,478 booked during the test year is part of a Recycle Credit that was
generated in 1999,

The Company expects the remaining carry forward to completely reverse
during 2008 with no impact in 2009 or thereafter.
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Louisville Gas and Electric Company
Case No. 2008-00252
Attorney General - 1st Data Response
Question30a &b
I0a. Recycle Credit Recycle Credit Recycle Credit
Year Generated Recorded Carried Forward
1999 8,193,379 819,338 7,374,041
2000 0 1,635,589 5,738,452
2001 0 0 5,738,452
2002 0 0 5,738,452
2003 0 0 5,738,452
2004 0 0 5,738,452
2005 0 959,537 4778,915
2006 0 0 4,778,815
2007 0 741,478 4,037,437

30b. 12 ME 7/31/08 0 741,478 4,037,437






Q-31.

A-31.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 31

Responding Witness: Valerie L. Scott

With regard to the total electric and gas Interest per Books (excluding Other
Interest) amount of $54,790,887 and the Reclassified Capital Lease Interest
amount of $3,281,171 shown on Rives Exhibit 1, Schedule 1.40, lines 4 and 5,
please provide the following information:

a.

b.

Provide a detailed interest component breakout of the per books electric and
gas interest amount (excluding Other Interest) of $54,790,887.

What actual interest amount has been used as a tax deduction in the
determination of the Company’s unadjusted test year income taxes of
$46,964,217 (electric) and $5,896,991 (gas) as compared to the total interest
amount of $58,072,058 ($54,790,887 + $3,281,1781)?

Reconcile the total test year interest amount of $58,072,058 shown on lines 4
and 5 to the total unadjusted test year interest charges of $56,113,064 shown
on page 5 of 7 of the Volume 1 Financial Exhibits. Reconcile this in total and
by interest component.

See attached.
See attached.
See attached for the reconciliation of the amount shown on line 4 of Exhibit 1,

Schedule 1.40, (354,790,887) less the amount on line 5 of Exhibit 1, Schedule
1.40 ($3,281,171) for a net amount of $51,509,716.



Louisville Gas and Electric Company

CASE NO. 2008-00252
CASE NO. 20607-06564

Analysis of Interest Charges
12 Months Ended 04/30/20608

Interest on Long-term Debi

L oan Agreement - Poliution Control Bonds
1992 Series A Variabie
1992 Series A Variable 7C.
1993 Series A Varigble Rate
Tefterson County 2000 Series A due May |, 2027
Trimbie County 20060 Series A due Aug [, 2030
Jefferson County 2001 Series A due Sep 1, 2027
lefferson County 2001 Series A due Sep 1, 2026
Trimble County 2001 Series A due Sep ). 2026
Jefferson County 2001 Series B due Nav 1, 2027
Trimbic County 2001 Scrics B due Nov §, 2027
Trimble County 2002 Series A due Oct 1. 2032
Louisville Metro 2003 Series A due Oct §, 2033
Louisviile Metro 2005 Series A due Feb 1, 2035
Louisvilic Metro 2007 Series A due Jun |, 2033
§ouisville Metro 2007 Series B due Jun i, 2033
Trimble County 2007 Series A due Jua §, 2033
Interest Rate Swaps

Notes/Pebentures

Fidelia

Total
Amortization of Debt Expense - Net
Amortization of Debt Expense
Amortization of Loss on Reacquired Debt
Total
(ther knterest Charges
Customers’ Deposits
Gas Refunds
Interest on Dabt to Associated Companics .
Other Interest Expense
Rounding
Total
Total Interest per books
Deduct her Interest to be Excluded
Customess' Deposits
Gas Refunds
Other Interest Expense
Total kuterest to Exclude for Other Interest
Interest to Inciude Before ECR Exclusion
ECR Interest Factor

ECR Interest Expense Exclusion

Interest per Books Excluding Other Interest and ECR
interest

Less: Reclasstfied Capital Lease Adjustment

Interest per Rives Exhibit 1, Schedule | 40, fnes 4 and 5

Glectric

Gas

Attachment to Response to AG-1 Question No. 31(a,c)

Page 1 of 1

Jotal Company

$ {91,644 47)
(177.3064 68)
(104,057 88}

942,508 21
1,762,493 25
320.612 55
036.778 82
T78.285 14
993,815 {3
991,746 49
1.372.981 65
4.253,976 66
1,259.363 91
1,062,232 80
[.18533277
2.240,86¢% 42
1,966,602 85
3472701 44
16,289,061 7R

§  (23.05449)
{44,618 65)
(26,177 26)
213,724 41
688,214 57

79,803 5]
158,691 30
193,956 05
247,661 33
247,140.94
341,672 21

1,057,152.19
313,153 79
263,763 19
294,323 48
557,897.51
485,905.69

4,052,172.60

{114.698 96)
(221,983 33)
{130,235 14)
1.176.232 62

3,450,708 22
400.506 06
795,470 12
972.24] {9

£.241,476 46

1,238,887 43

1,714,653 86

S.301.128 85

1.572,517 70

1.325,995 90

1,479,656 25

2.798,758 93

2.452,508 54

3,472,721 41

20,341,234.38

40,156,307.81 9,121.472.77 49,277,780.58
315.044 73 7846141 393,506 .16
840,958.02 209,321 .66 1,050,379.68
1,156,002.77 287,783.07 i,443,785.84
799,494 30 §98,925.24 998,419 54

- 544 60 544 60
1.603.64575 788.592 70 4,392.23845
28627 776 29403

0.74 0.26 1.00
4,403,427.006 988,070.56 5,391.497.62
45.715,737.64 10,397,326.40 56,113,064.04
799,494 30 198,925 24 998.419 54

. 544 60 544 60

286.27 776 294.03
799,780 57 199,477 60 999,258 17

4491595707

322,919.00

10,197,848 80

55,113,805 87

0 585913%

322,919.00

44,593,038 07

10,197,848.80

54,790,886.87

3,281,171.00

31281,171.00

5 41,311,867.07

§ 10,197,848.80

% 51,509,715.87

Scott
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Scott
t.ouisville Gas and Electric Company
Case No. 2008-00252
Case No. 2007-00564
Total Interest Expense Total Electric Gas
interest Expense $ (56,113,083) $§ (45,715,737) $ (10,397,326)
Other interest expense taxed below the line 989,257 799,780 199,477
Total Interest used for tax calculation (55,113,808) (44,915,957) (10,197,848)

Less ECR related interest expense 322,919 322,919 -
Total $ (54,790,887) $ (44,593,038) § (10,197,849)







LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 32
Responding Witness: Robert M. Conroy

Q-32. Please provide a copy of the actual ECR Expense Roll-In source documentation
referenced at the bottom of Rives Exhibit 1, Schedule 1.06.

A-32. See attached.



Attachment to Response to AG-1 Question No. 32
Page 1 of 2
Louisville Gas And Electric Company Conroy

Calculation of ECR Roll-in At February 28, 2007

Calculation of Revenue Requirement for Roli-ln:
Post-1994 Plan

Environmenplal Compliance Rate Base al Feb 28, 2007
Pallution Control Plant in Service £S Form 2 .00, February 2007 236,131,070
Poilution Control CWIP Excluding AFUDC £5 Form 2 G0, February 2007 4,330,066

Subtotal 240.461,136
Additions:
Mitl Creek Deferred Debit £S5 Form 2 00, February 2007 2,134,844
Cash Working Capital Allowance £S5 Form 2.00. Fetruary 2607 318,442
Sublotal 2.453,286
Deductions:
Accumulated Depreciation on Poliution Control Plant ES Form 2.00, February 2007 15,446,430
Poliution Control Deferred Income Taxes ES Form 2.00, February 2007 8,268,198
Poliution Gontrol Deferred Investment Tax Credit ES Form 2 00, February 2007 -
Subtotal 23.714,628
Environmental Compliance Rale Base $ 219,199,794
Rate of Retum ~ Environmentat Compliance Rate Base £8 Form 1 10, February 2007 1123%
Return on Environmental Compliance Rate Base $ 24616137

Poilution Control Operating Expenses

12 Month Depreciation and Amoriization Expense See Suppart Schedule A 7.035,453
42 Month Taxes Other than income Taxes See Support Schedule A 333.928
12 Month Operating and Maintenance Expense See Suppor Schedule A 1.885.219
12 Month Ash Dredging Expense See Support Scheduie A 337.527
Total Pollution Control Operating Expenses 3 9,582,127
Gross Proceeds from By-Product & Allowance Sales See Support Scheduie B 780,685

Total Company Environmental Surcharge Gross Revenus Requirement -- Roll in Amount

Return on Environmental Compliance Rate Base 24,616,137
Follution Control Operating Expenses 9,592,127
Less Gross Proceeds from By-Product & Allowance Sales (780,685}
Roll In Amount $ 33427579
Jurisdictional Allocation Ratio —- Rofl In See Support Schedule C 76.7481%
Jurisdictional Revenues for 12 Months for Roll in See Support Schedule C 699,698,733

Rell in Jurisdictional Environmentat Surcharge Factor:

Total Company Environmental Surcharge Gross Revenue Requirement — Roll In Amount $ 33427579
Jurisdictional Allocation Ratio — Roll In 76.7481%
Jurisdictionat Envirenmental Surcharge Gross Revenue Requirement - Gross Roll In Amount 25,655.027

Less Jurisdictional Environmental Revenue Previously Rolled In {Case No. 2006-C0130) 23,013,382
Jurisdictional Environmental Surcharge Gross Revenue Requirement — Ne! Roll In Amount $ 2,641,636

Base Revenues for the 12-month Ending March 2008 §  708.472 266

BESF, Gross Roll-in Amount 36161%
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Support Schedule A Conroy
12 Month Balances for Selected Operating Expense Accounts
Filings
Depreciation &  Taxes Other than Ash Dredging  Adjustments
Amortization Income Taxes Qperating and Mainlenance Expense Expense to O&M* Total
Steam Plani FERC 502 FERG 506 FERC 512

Mar-06 572.400 27.915 £68.407 3416 18.947 - {31.047} £660.038
Apr-D& 575.202 27.970 B3.7284 1907.803 79,198 - {32,383} 821,174
May-08 580.951 27.761 57.087 146.621 52,718 B.444 {28.200) 845,393
Jun-0§ 583.083 27.761 61.7G8 211.183 19.544 15.547 (29.6483) BBS.154
Jul-08 583.083 27.761 65,231 188,304 41.760 21.048 (30.250) BY96,905
Aug-06 583.093 27.761 56.337 258.625 20.657 26.089 {28.15%} 953,283
Sep-06 586.375 27.734 60.746 135,705 5988 36,087 {28.872} 826.761
Oct-06 550,828 27.734 64.860 66,210 1.362 36.0a7 {30.590) TE6.491
Nov-G& 590.628 21734 58.860 4.063 44.008 40.439 {29.191) 737.541
[rec-G8 594.705 27775 52.998 45.806 37.509 48,814 (27.780) 779.827
Jan-07 597.372 28.0611 55.042 (37.974) 7.285 48.814 {27.597} §70.063
Feb.07 597,513 28,011 22,320 44,864 5,708 56,180 - 754,697

less Base Rate amount - - .
Tolals 7.035,453 333,928 687,691 1,178,726 343,504 337,527 1324,752) 9,582,127

* O&M adjustments to remove non-jurisdictional portions of Scrubber Operations at Trimble County Unit 1.
fited in February 2007 Expense Monthly Filing

Support Schedule B
12 Month Balances for Aflowance Sales and By-Product Sales

Tolal Proceeds
from Allowance Total All Sate

Proceeds

Proceeds {rom By~
Sales Product Sales
ES Form 2 00 ES Form 280

Mas-06 - - .

Apr-06 . - -

May-06 760.685 - 7B0.685
Jun-06 - - .
Jul-06 - - .
Aug-06 . - -
Sep-06 - - N
Oct-06 - - -
Nov-06 - - .
Dec-06 - - -
Jan-07 - . .
Feb-07 - - -

Totais 780,685 - 780,885

Support Schedule C
12 Month Balances {or Jurisdictionat Revenyes and Allocation Ratie

KY Retail Tota! Company Base Customer.
Revenues, Exc Revenues. Energy. and
Envir Surch Exciuding Envir KY Retail Demand
Revenues Surch Revenues Allocation Ratio Revenue
KY Retall/ Total
ES Form 300 ES Form 3 0C Company
Mar-06 $ 48810694 § 58,658.611 B3 2115% Apr-07 47.858.416
Apr-06 49,187 816 59,810,102 82 1027% May-07 50.072.346
May-06 50.396.520 69.708.752 72 2958% Jun-07 64,211.472
Jun-08 62.524.265 77.293.262 80 8923% Jul-G7 §8.883.379
Jul-06 70.727.009 85,533.838 78 9947% Aug-07 75.318.31
Aug-06 76.409.393 B89.924 353 B4 8707% Sep-07 75.400.414
Sep-06 67.393.141 BG.714.728 B3 4955% Oet-07 56.012.317
Oct-06 53,040,003 73,688,023 72 0770% Nov-07 47.212.819
Nov-06 49.787.574 81.409.580 61 1569% Dec-07 53.461.580
Dae-08 56,294,121 73.516,383 76 5735% Jan-08 60.06%.965
Jan-07 57.045.841 80,533.681 70 8387% Feb-08 55.499.423
Fep-07 58,078,356 76,890,964 75 8334% Mar-G8 54,361,814
Totals § 685808,733 § 914,682,307 76.7481%:

709,472,266






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 33
Responding Witness: William Steven Scelye

(3-33. Page 5 of 7 of the Volume 1 Financial Exhibits shows a breakdown of the actual
unadjusted test year operating revenues by revenue class. Please identify in
which revenue class LG&E’s Off-System Sales revenues are included and
identify the test year Off-System Sales revenues, in total and as broken out by
each specific Off-System Sales component.

A-33. Seelye Exhibit 27 shows the allocation of Off-System Sales revenues to the rate
classes. Total jurisdictional Off-System Sales for the test year was $65,472,136;
of this, $67,472,720 relates to spot market sales and (52,000,584) relates to net
brokered revenues which are eliminated from revenue requirement in Rives
Exhibit 1, Reference Schedule 1.08.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 34

Responding Witness: Robert M. Conroy / William Steven Seelye

(2-34. With regard to Seelye Exhibit 20, please provide the following information:

a.

A-34. a.

Provide workpapers and explanatory narrative showing the calculations and
calculation components supporting the Base FAC expenses per KWH of
$0.01703.

Do the actual test year variable production expenses of $46,276,795 include
variable production expenses that are being recovered in the ECR and DSM
rate mechanisms? If not, explain why not. If so, provide the variable
production expenses per KWH for only the base portion of the variable
productions expenses of $46,276,795.

See attached. The base fuel component of $0.01703 per k'Wh was developed
in the last 2-year FAC review, Case No. 2006-00510 and approved by the
Commission in its Order dated October 12, 2007.

The variable production expenses of $46,276,795 include variable production
expenses that are being recovered through the ECR rate mechanism but do not
include expenses that are being recovered through the DSM rate mechanism.
DSM expenses are not recorded as production expenses. Excluding the
variable production expenses that are being recovered through the ECR rate
mechanisi, the variable production expenses would be 345,883,754
(346,276,795 less $393,041 of ECR related expenses recorded in Account
512 =$45,883,754.).



Q-1.

Attachment to Response to AG-1 Question No. 34(a)
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Conroy

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Case No. 2006-00510
Question No. 1

Witness: Robert M. Conroy

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

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

LG&E determined the projected F(m)/S(im) results using projected coal, oil and
gas expenses, purchased power expenses, off-system sales revenues and all
associated generated, purchased and sold kilowatt hours for the period.
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Conroy
LOUISVILLE GAS & ELECTRIC COMPANY
RETAIL FUEL ADJUSTMENT CLAUSE
FUEL COST PER KWH
FOR THE EXPENSE MONTHS ENDING OCTOBER 31, 2006
(1) (2) (3) (4) (%)
EXPENSE EXPENSE | FAC BASE BILLING BILLING
MONTH MONTH $/KWH MONTH MONTH
$/KWH FAC FACTOR
COL2-3
Jan-06 $0.01473 $0.01349 Mar-06 $0.00124
Feb-06 $0.01617 30.013465 Apr-06 $0.00268
Mar-06 $0.01703 $0.01349 May-06 $0.00354
Apr-06 $0.01623 $0.01349 Jun-06 $0.00274
May-06 $0.01568 $0.01349 Jul-06 $0.00219
Jun-06 $0.01624 $0.01349 Aug-06 $0.00275
Jul-06 $0.01589 $0.01349 Sep-06 $0.00240
Aug-06 $0.01869 $0.01349 Oct-06 $0.00520
Sep-06 $0.01656 $0.01349 Nov-06 $0.00307
Oct-06 $0.01830 $0.01349 Dec-06 $0.00481
AVERAGE $0.01655 $0.01349 AVERAGE $0.00306







LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 35

Responding Witness: William Steven Seelye

QQ-35. Based on the Company’s proposed bad debt ratio of .1835% and PSC assessment

A-35.

ratio of .1603% (used in the revenue conversion factor to gross up the rate
increase request for the incremental bad debt and PSC assessment expenses
associated with the requested rate increase), the Company’s proposed electric
weather normalization revenue decrease adjustment of $14,374,348 (Rives
Exhibit 1, page 1, line 14) would result in a corresponding bad debt and PSC
assessment decrease of $49,419 (.3438% x $14,374,348). Please explain why this
expense adjustment has not been reflected by the Company on Seelye Exhibit 19.

This expense adjustment should not be included in the Adjustment to Operating
Income shown on Seelye Exhibit 19. On Rives Exhibit 8, the bad debt and PSC
ratios are applied to the net revenue deficiency after all revenue and expense
adjustments are made, and should not also be applied to individual adjustments.
Applying the gross up factor (or parts thereof) to individual adjustments and then
applying the adjustment to the net operating income deficiency would result in an
incorrect overall revenue deficiency (sufficiency).






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 36
Responding Witness: William Steven Seclye

Q-36. With regard to Seelye Exhibit 23, page 1, for each of the exact same customer
classes for which the 13-month average numbers are shown in column (1) [i.e.,
for Residential Rate RGS, Commercial Rate CGS, Industrial Rate IGS, Rate
AAGS, Rate FT, Fort Knox, and so on] provide the equivalent actual month-end
number of customers for the months of April 2005 through July 2008.

A-36. Please see response to Question No. 168,






Response to AG-1 Question No. 37
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Seelye
LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 37
Responding Witness: William Steven Seelye
Q-37. With regard to Seelye Exhibit 23, page 2, provide the following information:

a. Explain why the total billed test year revenues of $388,349,421 is not equal to
the total test year billed revenues of $391,188,112 shown on Rives Exhibit 1,
page 1, lines 1 and 3 ($392,391,112 less unbilled revenues of $1,203,000 =
$391,188,112).

b. Please confirm that the test year billed revenues with the eliminations of the
revenue items recovered in the separate rate rider mechanisms for the VDT
Surcredit, VDT and GSC accruals, DSM revenues, and GSC revenues amount
to $94,434,882 in accordance with the revenue information shown on Rives
Exhibit 1, page 1, lines 1, 3, 5, 12, 13, and 39:

Per books Operating Revenues (line 1) $392,391,112
Remove Unbilled Revenues (line 3) (1,203,000)
Remove VDT Surcredit Revenues (line 5) 1,903,311
Remove VDT and GSC Accruals (line 12) (352,260)
Remove DSM Revenues (line 13) (1,453,819)
Remove GSC Revenues (line 39) (296.850.462)
Net billed Base Rate Revenues $ 94434882

¢. Please confirm that the test year net gas O&M expenses with the eliminations
of the test year wage/salary, pension and benefit and regulatory commission
expenses, as well as the eliminations of the expense items recovered in the
separate rate rider mechanisms for the DSM and GSC expenses amount to
$29,105,941 in accordance with the information shown on Seelye Exhibit 23,
page 2 and Rives Exhibit 1, page 1, lines 13 and 39:

Per books O&M Expenses (Exh. 23, p.2} $342.,533,582

Remove DSM Expenses (line 13) (1,921,602)
Remove GSC Expenses (line 39) (290,872,693)
Remove Wages and Salaries (Exh. 23, p.2) (15,313,283
Remove Pensions & Benefits (Exh. 23, p.2) { 5,241,220)
Remove Reg. Comm. Exp. (Exh. 23, p.2) (_78.843)

Net Base O&M Expenses $ 29,105,941



Response to AG-1 Question No. 37
Page 2 of 2
Seelye

A-37. a. The $391,188,112 amount represents total Sales to Ultimate Consumers and
includes both billed and unbilled revenues. As Billed Revenue is equal to
$388,349,421. The $391,188,112 amount represents Total Operating Revenue
and includes a number of revenue items.

b. Billed Revenue is reconciled as follows:

Total Operating Revenue (Rives Exhibit 1 Page 1 Linel) $392,291,112

Less:

Forfeited Discounts 1,838,323
Misc Revenue 595,857
Unbilled Revenue 1,203,000

Accrued Revenue 352,260
VDT Rebilled (4,999)

UCDI - Special Contract 40,778

UCDI — Special Contract 16.472
Seelye Exhibit 9 Page 1 of 8 $388,349,421

c. Mr. Seelye does not agree with this calculation. In prior proceedings, the
Commission’s accepted methodology for calculating net operating expenses
for purposes of deriving the net operating ratio has been determined without
consideration of pro-forma adjustments.






Q-38.

A-38.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 38
Responding Witness: William Steven Seelye

With regard to Seelye Exhibit 21, page 1, please provide the following
information:

a. For each of the exact same customer classes for which the 13-month average
numbers are shown in column (1) [i.e., for Residential Rate R, Water Heating
Rate WH, GS Rate LC, Large Commercial Rate LC Secondary, Large
Commercial Rate Primary, and so on] provide the equivalent actual month-
end number of customers for the months of April 2005 through July 2008.

b. Explain why the year-end KWH adjustment in column (6} is multiplied times
the current rates that consist not only of base rates, but also FAC rates.

Please see response to Question No. 168.






Response to AG-1 Question No. 39
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Seelye
LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 39
Responding Witness: William Steven Seelye

Q-39. With regard to Seelye Exhibit 21, page 2, please provide the following
information:

a. Explain why the total billed test year revenues of $934,459,355 is not equal to
the total test year billed revenues of $931,599,516 shown on Rives Exhibit 1,
page 1, lines 1 and 3 (§932,384,516 less unbilled revenues of $785,000 =
$931,599,516).

b. Please confirm that the test year billed revenues with the eliminations of the
revenue items recovered in the separate rate rider mechanisms for the Merger
Surcredit, VDT Surcredit, FAC and ECR revenues, DSM revenues, and
Brokered/Swap sales revenues amount to $933,394,409 in accordance with
the revenue information shown on Rives Exhibit 1, page 1, lines 1, 3, 4, 5, 6,
7.8,9,10,11,12,and 13:

Per books Operating Revenues (line 1) $932,384,516
Remove Unbilled Revenues (line 3} ( 785,000}
Remove Merger Surcredit Rev. (line 4) 19,476,242
RemoveVDT Surcredit Revenues (line 5) 7,375,580
Remove FAC Revenues (line 6) (50,610,166)
Add Back FAC Roll-In (Sch. 1.04) 27,862,517
Remove ECR Revenues (line 8) (10,158,132)
Add Back ECR Roll-In (line 9) 1,215,475
Off-System ECR Adjustment (linel10) (748,947)
Remove Brokered/Swap Sales Rev. (line 11) 2,000,584
Remove ECR, MSR, VDT, FAC Accruals (line 12) 9,763,357
Remove DSM Revenues (line 13) (4.381.617)
Net billed Base Rate Revenues § 933,394,409

¢c. Please confirm that the test year net electric O&M expenses with the
eliminations of the test year wage/salary, pension and benefit and regulatory
commission expenses, as well as the eliminations of the expense items
recovered in the separate rate rider mechanisms for the FAC, ECR and DSM
expenses and Brokered/Swap sales expenses amount to $494,030,708 in
accordance with the information shown on Seelye Exhibit 23, page 2 and
Rives Exhibit 1, page I, lines 6,7, 8,9, 11 and [3:
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Per books O&M Expenses (Exh. 21, p.2) $616,937,088
Remove FAC Expenses (line 6) (50,792,206)
Add Back FAC Roli-In (Sch. 1.04) 27,862,517
Remove ECR Expenses (line 8) (10,942,070)
Add Back ECR Roll-In (line %) 8,811,442
Remove Brokered/Swap Sales Exp (line 11) (78,168)
Remove DSM Expenses (line 13) (3,860,848)
Remove Wages and Salaries (Exh. 21, p.2) (72,309,444)
Remove Pensions & Benefits (Exh. 21, p.2) (20,434,030)
Remove Reg. Comm. Exp. (Exh. 21, p.2) (_1.131.767)
Net Base O&M Expenses $494.062.514

A-39. a. The $932,384,516 amount represents total Sales to Ultimate Consumers and
includes both billed and unbilled revenues. As Biiled Revenue is equal to
$780,786,964. The $932,384,516 amount represents Total Operating Revenue
and includes a number of revenue items

b. Billed Revenue is reconciled as follows:

Total Operating Revenue (Rives Exhibit 1 Page 1 Linel) $932,384,516

Less:

Rate Refunds (9,763,357)
Intercompany Sales 88,772,853
Off-system Sales 67,472,720
Brokered Sales (2,000,584)
Forfeited Discounts 2,744,200
Misc Service Revenues 1,071,355
Rent from Electric Property 31,037,655
Unbilled Revenue 785,000
Merger Surcredit Amortization (1,382,146)
HEA Revenue 3.265

Seelye Exhibit 3 Page 1 of 26 $780,786,964

c. Mr. Seelye does not agree with this calculation. In prior proceedings, the
Commission’s accepted methodology for calculating net operating expenses
for purposes of deriving the net operating ratio has been determined without
consideration of pro-forma adjustments






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 40
Responding Witness: Lonnie E. Bellar
Q-40. 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 electric and gas rate filings.
A-40. 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.
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO, 2008-60252
CASE NQO. 2007-00564

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 41

Responding Witness: Lonnie E. Bellar

With regard to Mr. Bellar’s testimony page 10, lines 9 ~ 11, please provide the
following information:

a. The testimony states that the gas customer switching adjustment requires a

revenue increase of $29,168. Explain why the Company has reflected a
revenue decrease of $29,168 in its gas filing.

. If any other gas customer switchings have actually taken place in the test year

or during the period May 1, 2008 through August 2008, please identify these
customer switchings and quantify the associated pro forma annualized test
year revenue impact.

Mr. Bellar’s testimony incorrectly indicated that the gas customer switching
adjustment resulted in an increase in revenue of $29,168. On Page 10, Line
10 of my testimony, the phrase “an increase” should have been “a decrease”.
As indicated on the attached Bellar Exhibit 1 to his testimony, Page 1 of 3
shows the calculated decrease in net revenue of $(29,167.53) from the gas
customer rate switching.

There are no other gas customer switchings for the test period or during the

period May 1, 2008 through August 31, 2008.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 42
Responding Witness: William Steven Seelye

(Q-42. Please provide the pro forma annualized impact on test year revenues of all major
electric and gas customer losses or additions that occurred from the end of the test
year through August 31, 2008.

A-42. After the end of the test year, the Company lost the major customers and annual
revenues listed below:

kWh Total Revenue
Customer A 900,000 $60,000
Customer B 15,077,000 $739,168






LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-00252
CASE NO. 2607-00564

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

Question No. 43
Responding Witness: Shannon L. Charnas
Q-43. With regard to the test year FERC expense booking of $821,331 shown in Rives
Exhibit 1, Schedule 1.22, please show in which account(s) these expenses are
recorded in the Electric Trial Balance included in the response to PSC-1-13(a) and

in Attachment to Response to PSC-1-23(b).

A-43. The FERC expense is recorded in account 928002,






L.OUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 44
Responding Witness: Lonnie E. Bellar

Q-44. Assuming that the electric and gas LG&E rate cases are fully litigated, what is the
expected rate effective date of these two rate filings?

A-44, Ordering paragraph 2 of the Commission’s August 15, 2008 Order in Case No.
2008-00252 suspended the proposed rates up to and including February 5, 2009.
Therefore, rates will be effective February 6, 2009.
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 45

Responding Witness: Valerie L. Scott

Scott

Q-45. At the bottom of page 28 and top of page 29 of the Company’s Financial Report
in Volume 3, Tab 38, the following statement is made with regard to the
Company’s MISO Exit Fees:

“In March 2008, the FERC approved the parties’ recalculation of the
exit fee, and the approved agreement provides LG&E with an
immediate recovery of less than $1 million and will provide an
estimated $2 million over the next eight years for credits realized from
other payments the MISO will receive, plus interest.”

With regard to the above statement, please provide the following
information:

a.

What was the agreed-upon recalculated MISO Exit Fee and what was
the “immediate recovery of less than $1 million.” In addition, reconcile
the net of these two amounts to the 4/30/08 MISO Exit Fee amount of
$12,372,059 shown on Rives Exhibit 1, Schedule 1.23.

To date, has the Company already received credits realized from other

payments the MISO will receive, including interest? If not, why not? If

50, identify the dollar amount of credits received.

What are the estimated credits to be received by LG&E from other
payments the MISO will receive, including interest, up until the rate
effective date of LG&E’s electric rate case?

Why will the Company receive estimated credits realized from other
payments the MISO will receive over the next 8 years rather then, say,
the next 5 or 10 years? In addition, which 8-year period is involved?
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A-45. a. The estimate of the recalculated MISO exit fee depends on activity in

the MISO market through 2014.

Estimated Recalculated MISO Exit Fee

Original Payment $13,139,016
Credit owed for MISO calculation error (339,132)
Estimated Credits:
Credit for on-going Schedule 10 and 17 (1,412,073)
Credit for KU share of ComEd exit fee amortization (744,265)
Estimated Recalculated MISO Exit Fee $10,643,546
Reconciliation of MISO Exit Fee as of 4/30/08
Original Payment $13,139,016
Refund Received in 3/08 (681,715)
Refund Accrued for 1/08 to 4/08 (85,242)
April 2008 Balance $12.372,059

b. LG&E received a refund of $721,477 in March 2008, which included
interest income of $39,762.

C.

LG&E is scheduled to receive an estimated refund of $183,823, which
includes estimated interest income of $9,785, on January 31, 2009.

The eight-year period extends from first quarter 2008 through first
quarter 2015. The eight-year period was approved by FERC’s letter
order dated March 4, 2008 in response to MISQ’s Supplemental FERC
Filing, Docket No. ER06-1308-004. There are two types of refunds, as
follows:

Credits for certain Schedule 10 and Schedule 17 revenues
received by the MISO that pertain to September 1, 2006 through
August 31, 2014, will be received annually in January beginning
in 2009 and ending in 2015. The 2008 payment was received in
March.

Credits for LG&E’s share of the Deferred Revenue balance on
MISO’s balance sheet associated with the Commonwealth
Edison MISO exit fee, which the MISO is amortizing from
February 28, 2007 through December 15, 2013, will be received
annually in February beginning in 2009 and ending in 2014. The
2008 payment was received in March. The amortization period
used by the MISO for this balance is as a result of the FERC
Order issued in Docket No. ER07-384-000.






Response to AG-1 Question No. 46
Page 1 of 2
Scott

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 46

Responding Witness: Valerie L. Scott

(Q-46. With regard to the cumulative Schedule 10 Regulatory Liability charges of
$5,569,914 shown on Rives Exhibit 1, Schedule 1.23, please provide the
following information:

A-46.

a.

What annual level of MISO Schedule 10 expenses is assumed in the
determination of the cumulative Regulatory Liability amount of
$5,569,914 as of 4/30/08 and what is the basis for this annual MISO
Schedule 10 rate recovery level?

Provide all calculations and calculation components for the derivation of
the rate recovery amount of $5,569,914 from September 1, 2006 through
April 30, 2008.

Please provide the Company’s best estimate of the MISO Schedule 10
expenses recovered in the current electric rates between April 30, 2008
and the expected rate effective date of the current electric rate case.
Provide a workpaper showing all assumptions and calculations.

The annual level of MISO Schedule 10 expenses assumed in the
determination of the cumulative Regulatory Liability as of 4/30/08 is
$3,341,952. The basis for this annual MISO Schedule 10 rate recovery level
is from Case No. 2003-00433, the Company’s Response to the Commission’s
Question No. 16(j)(1) (as corrected by Case No. 2005-00471).

Annual accrual amount as derived from testimony in the Third Amended Joint
Application in Case No. 2005-00471 is $3,341,952 / 12 months = $278,496
per month. The accumulated regulatory liability was derived using the
monthly amount times the months since the exit from the MISO as illustrated
in the table below.

Pericd Amount
Sept - Dec 2006 $1,113,984
Jan - Pec 2007 $3,341,946

Jan — April 2008 $1,113,984
Total $5,569,914




C.

Response to AG-1 Question No. 46
Page 2 of 2
Scott

The estimated MISO Schedule 10 expenses recovered between the end of the
test year and the date the new rates go into effect is $2,506,464, calculated as
follows:

Annual accrual amount as derived from testimony in the Third Amended Joint
Application in Case No. 2005-00471 is $3,341,952 / 12 months x 9 months
from May 2008 through January 2009 = $2,506,464, assuming new rates go
into effect February 1, 2009. Each additional day thereafter, until new rates
go into effect, will result in an additional $9,156 accrual.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 47
Responding Witness: Valerie L. Scott

Q-47. What is the basis for the Company’s proposed 5-year amortization period
for the net MISO Exit Fees?

A-47. A 5-year amortization period was selected for the MISO exit fee based on
discussions with the involved parties in Case No. 2003-00266. A 5-year
amortization period was selected for the EKPC depancaking settlement as
the related payments are to be made over a 5-year period per the draft
Settlement of Proceedings in FERC Docket No. ER06-1458 (for which a
final order has not yet been issued). The costs of the EKPC depancaking
settlement would not have been incurred without the MISO exit.






LOVUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 48
Responding Witness: Lonnic E. Bellar / Valerie L. Scott

Q-48. With regard to the test year EKPC expense booking of $847,862 shown in Rives
Exhibit 1, Schedule 1.24, please provide the following information:

a. Has the KY PSC authorized rate recovery of these expenses? If so, provide
the case number and copy of the Order.

b. Identify in which account(s) these expenses are recorded in the Electric Trial
Balance included in the response to PSC-1-13(a).

A-48. a. No. In the Application filed in this proceeding, LG&E is requesting that the
Commission establish a regulatory asset for EKPC transmission depancaking

settlement costs and amortize that regulatory asset over a five-year period.

b. EKPC expenses are recorded in accounts 456109 and 566150.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 49
Responding Witness: Lonnic E. Bellar

Q-49. With regard to the IMEA/IMPA payments discussed on page 13 of Mr. Bellar’s
testimony, please provide the following information:

a. Actual paymenis to IMEA/IMPA still included in the lest year after the
removal of the $330,012 amount on Rives Exhibit 1, Schedule 1.26.
b. Expiration date of the payments to be made from LG&E to IMPA and IMEA.

A-49. a.  Actual payments to IMEA/IMPA still included in the test year after removal
of the $330,012 amount on Rives Exhibit 1, Schedule 1.26 is $220,008.

b. Payment terms for reactive power supply service between IMEA and E.ON
1.8, (EL06-19-000) and IMPA and E.ON U.S. (EL05-153-000) will remnain in
effect throughout the remaining term of the Participation Agreement between
IMEA/IMPA and E.ON U S. for the Trimble County 1 unit. The Participation
Agreement will remain in effect until retirement of the Trimble County Unit
1.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 50
Responding Witness: Shannon L. Charnas

Q-50. With regard to the test year gas Account 928 expenses of $78,843 shown in
Attachment to Response to PSC-1-23(b), please provide the following
information:

a. Breakout of the test year expense amount of $78,843 by regulatory activity
(with brief descriptions of regulatory activities, including case numbers).

b. Reconcile the gas amortization expense of $26,278 shown on Rives Exhibit 1,
Schedule 1.27 to the test year Account 928 expense breakout to be provided in
response to part (a).

A-50. a and b. The $78,843 shown in Attachment to Response to PSC-1 Question No.
23(b) relates to the amortization of rate case expenses authorized in Case
No. 2003-00433. The table below summarizes the activity:

Impact to
Description Account
928

Reclassifications during the test
year for expenses recorded 1/07-
4/07, net to zero in the test year

Rate case expenses $ 52,565 | Reclassed from Acct 930251
Test year charges

Rate case expense amortization 26,278 | See Reference Schedule 1.27
Total $ 78,843







Q-51.

A-51.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 51

Responding Witness: Shannon L. Charnas

With regard to the test year electric Account 928 expenses shown in Attachment
to Response to PSC-1-23(b) for the test year and each of the years 2003 through
2007, please provide the following information:

a,

For each of the annual expenses from 2003 through the test year, provide a
breakout by regulatory activity (with brief descriptions of regulatory activities,
including case numbers).

Reconcile the electric amortization expense of $37,158 shown on Rives
Exhibit 1, Schedule 1.27 to the test year Account 928 expense breakout to be
provided in response to part (a).

Explain why the test year Account 928 expense amount of $1,131,767 is so
much higher than the Account 928 expenses in the prior years from 2003
through 2007.

Indicate whether or not the test year expense amount should be considered
representative of normal recurring expense levels in the near-term future and
why.

Explain the nature and purpose of the administrative charges for Project #289
and indicate how long this project will continue into the future.

See attached.

See response to PSC-2 Question No. 63(h). Account 928 for the test year
contains $111,478, which includes $37,158 from Rives Exhibit 1, Schedule
1.27 and $74,320 reclassified during the test year for expenses recorded in
January through April 2007, which net to zero in the test year.

See attached. See response to the PSC-2 Question No. 63(h).
See response to the PSC-2 Question No. 63(h).
Administrative charges for Project #00289 are from the FERC for the

hydroelectric dam administrative fees related to the operation and license at
the Ohio Falls generating facility. This project is indefinite.
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Louisville Gas and Electric Company
Account 928 - Regulatory Expenses

Attachment to Response to AG-1 Question No. 51 (a), ()
Page 1 of 1

Charnas

Order in
Description Case No.  Test Year 2007 2806 2005 2804 2003
Electric
3. FERC Annual Charges * $ 821,331 $ 545027 § - 3 - 3 - -
4. FERC Annual Charges for Ohio Falls generating facility - Project
#00289 - for explanation of 2006 amount, refer to response to
Commission’s Question No. 63h 166,999 162,159 15,964 156,406 182,435 146,431
Amortization of 2003 Rate Case Expenses * 2003-00433 111,478 111,478 - - - -
Amortization of Earnings Sharing Mechanism * 2003-00433 31,959 31,959 - - - -
Total Electric $1.131,767 $ 850,623 § 15964 $ 156406 3 182,435 $ 146,431
Account
No. Test Year 2007 2006 2005 2004 2003
FERC Annual Charges (line 3) 566 $ (231,416) % - $728.092 §$915857 $690,956 §$ 650,634
Amortization of 2003 Rate Case Expenses (line 6) 930 (74.320) - 222,948 222,948 111,474 -
Amortization of Earnings Sharing Mechanism (line 7) 930 (21,303) - 63,936 63,936 31,968 -






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 52
Responding Witness: Shannon L. Charnas

Q-52. With regard to the test year Capital Lease Reclassification steam expense
adjustment of $5,394,978 shown in Rives Exhibit I, Schedule 1.28, please show
in which account(s) these expenses are recorded in the Electric Trial Balance
included in the response to PSC-1-13(a) and in Attachment to Response to PSC-1-
23(b).

A-52. This steam expense adjustment is recorded in account 502100 on the Electric
Trial Balance included in the response to PSC-1 Question No. 13(a).

This steam expense adjustment is recorded under Power Production Expenses ~ 2)
Steam Expenses on the Attachment to Response to PSC-1 Question No. 23(b).






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 53
Responding Witness: Shannon L. Charnas

(Q-53. With regard to the test year IT Prepaid Amortization expense adjustments shown
in Rives Exhibit 1, Schedule 129, please show in which accouni(s) these
expenses are recorded in the Electric Trial Balance included in the responses to
PSC-1-13(a) and PSC-1-13(b) and in Attachment to Response to PSC-1-23(b).

A-53. The IT Prepaid Amortization expense adjustment is recorded in account 935488
Maintenance — Other General Equipment — Indirect in the Trial Balance included
in the responses to PSC-1 Question No. 13(a) and PSC-1 Question No. 13(b). It is
recorded in Account 935 - Maintenance of General Plant in Attachment to
Response to PSC-1 Question No. 23(b).






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 54

Responding Witness: S. Bradford Rives

Q-54. With regard to the costs of New Bank Credit Facilities shown on Rives Exhibit 1,
Schedule 1.32 and discussed on pages 17 ~ 18 of Mr. Rives’ testimony, please
provide the following information:

A-54,

a.

b.
C.

Calculations showing how the pro forma expense amount of $2,528,293 was
calculated based on the assumed bonds totaling $211,335,000.

Basis for the need for the assumed bonds of $211,335,000.

Actual source documentation {o support the statement that the “fees are based
on a proposal from a bank willing to provide a portion of these facilities under
current market conditions.”

Please provide any cost update based on actual information to date.

Please refer to the response to PSC-2 Question No. 10(b).

As described in the financing application in Case No. 2008-00131, the
Company requested authorization to refinance certain tax-exempt bonds that
have been adversely impacted by the credit rating downgrades of certain bond
insurance companies. One of the potential alternatives available to the
Company to avoid the adverse impact of the downgrades is to convert the
bonds to another mode where the credit enhancement is provided by a bank in
the form of a letter of credit. The Company plans to convert two bonds
totaling $211,335,000 (Metro Louisville Series 2003 A - $128 million and
Trimble County 2000 Series A - $83.335 million) to the letter of credit mode.
The Company expects to restructure the bonds using a mix of fixed and
variable rates and believes $211 million is an appropriate amount of variable
rate bonds.

Please refer to the response to PSC-2 Question No. 10(b).

Please refer to the response to PSC-2 Question No. 10(a).
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 55

Responding Witness: Valerie L. Scott

(Q-35. With regard to the Pension and Post Retirement Benefit (OPRB) expenses shown
on Rives Exhibit 1, Schedule 1.16, please provide the following information:

A-55.

a.

Provide the equivalent actual pension and OPRB expenses booked by LG&E
for each of the 3 years prior to the test year and for the 12-month period ended
July 31, 2008.

Provide a copy of the Mercer study supporting the proposed annualized
pension expenses of $8,189,826. This supporting information should show
how the $8,189,826 for LG&E was calculated from the information contained
in the Mercer study.

Provide a copy of the Mercer study supporting the proposed annualized OPRB
expenses of $7,355,297. This supporting information should show how the
$7.355,297 for LG&E was calculated from the information contained in the
Mercer study (Note: if this information is contained in the Mercer study
attached to PSC-1-54, show how the $7,355,297 for LG&E was determined
from the study data in this data response).

Number of LG&E employees based upon which the pro forma annualized
expenses from the Mercer studies were determined.

See below.
12 Mos Ended Pension Expense  FAS 106 Expense Total
4/30/05 $4,486,133 $9,107.,097 $13,593,230
4/30/06 9,167,751 7,830,199 16,997,950
4/30/07 9,791,114 8,581,584 18,372,699
7/31/08 7,386,021 6,835,153 14,221,174

For the Mercer study and supporting calculation, see the Attachment to the
Response to PSC-2 Question No. 23.
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See the Mercer study in the Attachment to the Response to PSC-1 Question

No. 34. See the Attachment to the Response to PSC-2 Question No. 23 for
supporting calculation.

The Mercer study was performed assuming the following employee counts:

[.G&E Pension Expense:
Active Participants 873
Participants with deferred benefits 1,046
Participants receiving benefits 2,367

Serveo Pension Expense:

Active Participants 920
Participants with deferred benefits 174
Participants receiving benefits 72

LG&E Post Retirement Expense:

Active Employees 887

Retirees 1,707

Servco Post Retirement Expense:

Active Employees 963

Retirees 96







LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 56

Responding Witness: Valerie L. Scott

Q-56. With regard to the Post-Employment expenses shown on Rives Exhibit 1,
Schedule 1.17, please provide the following information:

A-56.

a.

Provide the equivalent actual Post-Employment expenses booked by LG&E
for each of the 3 years prior to the test year and for the 12-month period ended
July 31, 2008.

Provide a copy of the Mercer study supporting the proposed annualized
expenses of $535,585. This supporting information should show how the
$535,585 for LG&E was calculated from the information contained in the
Mercer study (Note: if this information is contained in the Mercer study
attached to PSC-1-55, show how the $535,585 for LG&E was determined
from the study data in this data response).

Number of LG&E employees based upon which the pro forma annualized
expenses from the Mercer studies were determined.

Post-employment expenses (income) booked by the Company for the periods
requested is as follows:

4/30/05 $857,231
4/30/06 (64,487)
4/30/07 (84,183)
7131/08 (231,970)

See the Mercer study in the Attachment to the Response to PSC-1 Question
No. 55. See supporting calculation in the Attachment to the Response to PSC-
2 Question No. 24.

The Mercer study was performed assuming 49 disabled LG&E employees and
7 disabled Servco employees.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 57
Responding Witness: Paula H. Pottinger, Ph.D.

QQ-57. Is the Company planning a workforce reduction program in the near-term future?
If so, provide all relevant details regarding this program.

A-57. The Company has not announced nor does it have plans for programs that will
reduce staffing levels in the future.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 58

Responding Witness: Valerie L. Scott

Q-58. With regard to employee benefit expenses other than pensions, OPRB and Post-
Employment Benefits addressed in Rives Exhibit 1, Schedules 1.16 and 1.17,
please provide the following information:

a.

A-58. a.

Actual employee benefit expenses (O&M expense portions only) other than
pensions OPRB and Post-Employment Benefits, in total and broken out by
specific employee benefit expense category, for the test year, the 3 12-month
periods prior to the test year and the 12-month period ended July 31, 2008.
Please provide a detailed breakout of the nature and purpose of all of the
expense components making up the Company’s total test year Employee
Welfare expenses of $70,089 in account 926110.

See attached.

The $70,089 is made up of $69,706 of Well-fit education and program
expenses and $383 of Smoking Cessation Reimbursement expenses.



LOUISVILLE GAS AND ELECTRIC COMPANY
Actual Employee benefit expenses (O&M expense portions only) other than pensions, OPRB and Post-Employment Benefits

Embpiovee Benefit Expense Category

MEDICAL INSURANCE

401K

OTHER OFF DUTY

WORKERS COMP

401K STOCK DROP-IN

HOLIDAY

UNEMPLOYMENT., STATE, AND FEDERAL TAXES
DENTAL INSURANCE

TEAM INCENTIVE AWARD

GROUP LIFE INSURANCE

LLONG TERM DISABILITY INSURANCE
VACATION

SICK

FICA

RETIREMENT INCOME ACCT

OTHER BENEFITS AND ADM FEES

PENSION NOT ON BURDEN SCHEDUL
EDUCATION/TRAINING - TUITION REIMBURSE
MISC BENEFITS NOT ON BURDEN SCHEDULE

Totals

12 Months 12 Months 12 Months 12 Months 12 Months
Ending Ending Ending Ending Ending
4/3072005 4/30/2006 4/30/2007 4/30/2008 7/31/2008
5875,141.55  7,089,835.88  7.800,791.86  7.212,229.89  7,365,196.20
1,491.960.97  1,926.447.57 249579951  2,675,628.57  2,813.973.95

405,629.94 426,167.03 484.,091.21 417,727.62 449,935.17
70540420  2.118,276.02 897,945.82 389,100.73 368,335.14
(112,565.11) 1.31 0.00 0.00 0.00
2.728.911.20  2,653,533.74  2,986,726.20  3,001.629.51  3,027.184.76
1,187.48 1,760.34 2,037.30 1,496.30 1,481.10
385,935.03 467.407.26 537,926.04 534,350.64 337.421.12
721133248  6,212,558.35 7.701,761.48  7,696,163.65  7,706.864.36
410,740.82 281,949.85 527,206.58 392,932.75 396,087.86
228,701.31 251,580.09 394.980.40 457,525.60 489,588.92
4,577,702.49  5,325.490.61  5.593,441.17 5819,797.64  5.963432.65
1,.225,595.90  1,194,271.19  1,367,765.19  1,481,073.87  1,505,942.83
43,282.21 46.,075.65 51,945.98 43,063.25 42,230.13
0.00 791.93 76,262.79 101,222.91 101.410.49

0.00 0.00 0.00 93,470.67 186,397.63

0.00 102,110.20 0.00 0.00 0.00
65,265.13 282,608.99 264,258.28 269,988.74 297,228.59
36,503.20 2,143.22 137,262.48 124,039.95 122,547.76
25,281,128.80 28,383,009.27 31,320,202.29 30,711.442.29 31,375,258.66
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 59

Responding Witness: Valerie L. Scott

QQ-59. With regard to incentive compensation and Supplemental Executive Retirement
Plan {SERP) expenses, please provide the following information:

A-59.

a.

The amount of unadjusted incentive compensation expenses included in the
test year O&M expenses, in total and broken out by specific incentive
compensation program.

The actual unadjusted incentive compensation expenses included in the
Company’s O&M expenses, in total and broken out by specific incentive
compensation program, in each of the three years prior to the test year.

Is the Company booking any incentive compensation award expenses in
below-the-line expense accounts? If so, provide the actual incentive
compensation expenses booked below-the-line in the test year; explain what
these expenses represent and why they were booked below-the-line. Also,
provide the account numbers in which these expenses are recorded.

The amount of SERP expenses included in the test year O&M expenses.

Refer to Exhibit 1 of Rives Testimony, Reference Schedule 1.15. The
incentive compensation expense for the Team Incentive Award (TIA)}
program for O&M expense ($7,788,303) and other ($1,984,897) is shown
separately on line 4. TIA was not included in the operating labor expense for
the test period shown on line 21. The TIA program is the only incentive
compensation program with costs charged directly to LG&E.

TIA program expense included in the Company’s O&M expenses for the 3
prior years are as follows:

2005 2006 2007

$6,431,114 | $7,595,558 | $7,758,048
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The TIA program expense included in below-the-line expense accounts for the
test year by account number are listed below:

Account Description Total
426491 EXP-CIVIC/POL/REL § 36,609
426501 EXP-CIVIC/POL/REL ~ INDIRECT 41,322
426591 OTHER DEDUCTIONS - INDIRECT 5,136

TOTAL $ 83,067

These expenses represent TIA burden expenses related to labor charged from
the External Affairs department for activities related to representation before
governmental agencies and legislative bodies at the local, state, and federal
levels on matters directly related to the Company. The expenses recorded in
these accounts are not included in rates and are not proposed to be included in
rates.

There are no SERP expenses included in Louisville Gas & Electric’s test year
O&M expenses.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General
Dated Angust 27, 2008

Question No. 60
Responding Witness: Shannon L. Charnas

Q-60. In the same format and detail as per the response to AG-1-49 in Case No. 2003-
00433, please provide a detailed listing of all of the expense items (with
associated cost amounts) included in the following accounts for the test year:

a. Account 908909 — Misc Marketing expenses — Indirect for gas and,
separately, electric.

b. Account 909004 — Miscellaneous Customer Service for gas and electric.

¢. Account 909005 ~ Media Relations for gas and electric.

d. Account 909013 — Safety Programs for gas and electric.

A-60. See attached.
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LOUISVILLE GAS AND ELECTRIC COMPANY

DETAIL FOR ACCOUNTS 808909, 909004, 909005 AND 809013

FOR THE PERIOD MAY 1, 2007 - APRIL 30, 2008

ACCOUNT ELECTRIC GAS DESGRIPTION
908909 247 91 124 01 [PM - OFFICE SUPPLIES/EQUIPMENT/FURNITURE
142 61 69 07 |TELECOMMUNICATIONS - LONG DISTANCE CALLS
14,550.85 7,239.96 [TRAVEL
(45 50) (24 50)|ADVERTISING
3,454 12 1,739.74 [MISCELLANEOUS
24,917 61 12,634.08 |MILEAGE REIMBURSEMENT
382.32 190 48 |DUES AND SUBSCRIPTIONS
981.31 502 39 JMEALS - FULLY DEDUCTIBLE
3,500.00 1,500.00 JO/S - OTHER-LABOR-3RD PARTY
3,456.85 1,650 45 [EDUCATION & TRAINING - COURSE FEES
9,941.67 4,647.33 MEALS /ENTER- PARTIALLY DEDUCTIBLE
8,352.50 4,497.50 JOIS - MGMT CONSULTING FEES & EXPENSES
69,882.25 34,770.51
909004 (3.729.21) (2,008 04)]CORPORATE DEFAULT
203.16 109.39 |TRAVEL
83,429.05 44,923 32 |0/S - OTHER-LABOR-3RD PARTY
9,380.58 5,051 08 |O/S - MATERIAL & EQUIPMENT
26,490.94 13,570.06 [MISCELLANEOUS
209,834.37 | 112,377.65 |ADVERTISING
325,608.89 |  174,023.46
809005 | (10,873.70) (5.855.05)]07S - OTHER-LABOR-3RD PARTY
(10,873.70) (5,855.05)
909013 24 00 000 |[MEALS - FULLY DEDUGTIBLE
1,239.00 531.00 |O/S - MATERIAL & EQUIPMENT
11,934 15 6,322 48 |0/S - OTHER-LABOR-3RD PARTY
255.80 137 74 [WAREHOUSE OVERHEADS WKE WILSON
127.03 0.00 |OVERHEADS - TEAM INCENTIVE AWARD
1,149 51 0.00 {LABOR - BARGAINING UNIT - OVERTIME
2,283 13 1,229.38 [WKE SAFETY ISSUED-WL
1518 8.18 [FREIGHT - OTHER
507.00 273.00 [MISCELLANEQUS
17,534.80 8,501.78







LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 61
Responding Witness: Chris Hermann
Q-61. In the same format and detail as per AG-1-312 in LG&E’s prior rate case, Case
No. 2003-00433, please provide a list of all test year expenses associated with
trade groups and economic development activities. For each item, list the
organization, the amount allocated fo gas and electric accounts, the account

numbers and description of purpose of the expense.

A-61. See attached. All amounts are electric.



Attachment to Response to AG-1 Question No, 61
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Hermann
Organization | Amount | Amount | Account Description/Purpose
Electric Gas No.

AEE $117 $63 | 907001 | Association of Energy Engineers —
education & industry information

SEDC $70 $30 | 907001 ! Southern Economic Development Council —
education & relationship development

IEDC $156 $84 | 907001 | International Economic Development
Council — education & relationship
development

IFMA $253 $108 | 907001 | International Facility Management
Association ~ education & relationship
development

BOMA $163 $87 | 907001 | Building Owners Management Association
— education & relationship development

UEDA $322 $173 | 908909 | Utility Economic Development Association
— education & industry awareness

KAED $292 $158 ¢ 907001 | Kentucky Association for Economic
Development — relationship development
with state economic development
executives

HBA $162 $88 | 907001 | Homebuilders Association — education &
relationship development

KY CCIM $70 $30 ¢ 907001 | KY Certified Commercial Investment

Chapter Member Chapter — education & relationship
development

JAMC $1,046 $449 | 907001 | Industrial Asset Management Council -
relationship development with corporate
real estate executives

KWTC $650 $350 1 907001 | Kentucky World Trade Center — education
and industry awareness

Trade Shows $1,050 $450 | 908909 | Tradeshow participation with Kentucky
Economic Development community leaders
— lead generation

Prospect $3,261 $5,017 | 908909 | Consultant visits — lead generation

Mission

Economic $14,496 | $6,574 | 908909 | Networking events with K'Y economic

Development development community leaders and

Real Estate
Receptions

commercial real estate brokers







LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 62
Responding Witness: Shannon L. Charnas
QQ-62. In Rives Exhibit 1, Schedule 1.20, certain advertising and promotional expenses
are eliminated for ratemaking purposes. For each test year advertising or
customer information expense that was left in for ratemaking purposes, please
provide the exact same information as was provided in response to AG-1-229 in

the prior rate case, Case No. 2003-00433.

A-62. See attached.
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LOUISVILLE GAS AND ELECTRIC COMPANY
CONSERVATION (909 AND O EHER ADVERTISING EXPENSES
FOR THE 12 MONTHS ENBRED 04/30/08

VENDOR NAME BENEFIT MEDIA ACCOUNT ELEC GAS TOTAL
American Express Corp Enerpy Conservation Other 904604 3 363.16 10939 | 5 312.55
Business First Energy Conservition Newspaper 909004 3.528.57 1.960.00 5428.57
Business First Enerpy Conservation Newspaper S05004 7,600.00 325714 10,857.14
Creative Alifance Enerpy Conscrvation Television H09004 11,825.00 £,367.31 18,192.30
Creative Alliance Enerpy Conservalion Television 00004 43,904.41 23,640.84 67,545.25
Creative Allisnce fineryy Conservation Television H09004 38,695.44 20.836.01 59.531.45
Creative Allisnce Encrgy Conscrvation Television 509004 {24.86) (t3.39) (38.25)
Creative Alliance Energry Conservation Television 909004 {182.33) (98.18) (2480.50}
Creative Adiiance Enespy Conservation Television 009004 {692.28) (296.69) {988.97}
Creative Alliance Enerpy Conservation Tolevision 909404 {1,276.28) (546.98) {i,823.25)
Creative Allinnce Encrpy Conservistion Television 505004 {79.73) (3411 {113.90)
Creative Allisnce Censervation Television SO0004 21,779.55 11,727.45 31.507.00
Creative Alliance Conservation Direct Maii 505004 907.21 488.50 1,395.70
Creative Alliance Conservation Other H09004 8,970.00 4,830.60 13.800.00
Creative Alfiance Conservation Television 909004 314].28 18375 52500
Creative Alliance Congervation Direct Mail 909004 989.09 532,58 1,521.67
Creative Alljance Conservation Other 209004 4,485.00 2,415.00 6,500.00
Creative Alltance Conservition MNewspaper 909004 3812.53 2.052.90 5.865.43
Creative Alliance Conservation Other 909604 224.25 120,75 345.00
Creative Alliance Conservation Cither 909004 F 491,74 803,25 2,284,949
Creative Alliance Conservalion Multi-media 909004 16.051.70 B.643.22 24.694.92
Creative Afliance Congervation Radio 909004 4,387.50 2,362.50 6,750.00
Creative Allance Conservation Radin 909004 609.38 328,13 937.50
Creative Alfiance Conservation Magazine 909004 776,25 414,78 1,185.00
Creative Alliance Conservation Newspaper 909604 200.57 108.00 308.57
Creative Alliznee Conservation Radio 989004 19,062.36 10,264.35 29,326.70
Creative Alliance Conservation Television 509004 T2036.46 11,865.79 33,962.25
Creative Alliance Conservation Multi-media S05004 1,023.75 551,25 1,575.00
Creative Alliance Conservation Radio 205004 15.295.96 8.2306,29 23,532.25
Creative Alliance Conservation Othcy 2059004 11704 63,00 180.00
Creative Aliiance Conservation Brochure 909044 60.53 32.60 93.13
Creative Allisnce Conservation MNuewspaper 909604 7,726.45 4,100,40 11 586.85
Crealive Alliance Conservation Multi-media 909004 $2,231.35 6,586,114 1881740
Diversity Adventures Inc Customer education ther 909004 33.61 18.10 51,73
Diversity Adventures Inc Custemer education Dther S0G004 404.14 217.61 621.75
Doubie Pog Dare LLC Congervation Other 509004 R069.36 468.12 1,337.48
Double Doy Dare LLC Conscrvation Other 909004 491,99 265,46 758.45
Forrest Keeling Nussery Energy Cunservation Other 009004 318,29 2.707.84 9,026.13
interactive Media Lab Enerpy Conserviion {ther 909004 (56,88} £30.63) (57.500
Interactive Media Lab Conservation Otler 909004 780.00 420.64 1,200.80
Interactive Media Lab Customer education Other 909004 138.45 74.55 213.60
bouisville Magazine Enerpy Conservation Mapazine 903004 2,219,715 1,195.25 3.415.00
Fower Creative Customer Newslelters Ditect Maii H00004 (56,88} (30.63) {87.50)
Power Creative Custorser education Direct Mail 509004 1,512.66 §14.19 2.326.25
Power Creative Customer education Direct Mail 909004 1.929.43 1,038.92 2.968.35
Preferred Marketing Solutions Customer Newsleliers Direct Mail 4909004 4,352.07 2,343.42 6,695.49
Preferred Marketing Solutions Customer Newsielters Direct Mail 909004 3,265.806 1.758.54 5,024.40
Prefersed Markeling Solutions Customer Newsletlers Direct Mail 909004 4,530.18 243933 £,969.54
Preferred Marketing Solutions Customer Newsletters Direct Mail 909004 5,317.01 2.803.01 8,180.02
Preferred Marketing Selutions Custemer Newsletters Direct Mail 909604 3,317.0% 2,863.01 8,180.02
Preferred Marketing Solutions Customer Newsletiers Direct Mail 909004 5.316.67 2,862.82 §,179.49
Preferred Marketing Solutions Cuslomer Newsletters Direet Mait 409004 5,316.67 2.862.82 8.179.4%
Preferred Marketing Solutions Safety Direct Mail 209004 465.08 250.43 7i5.50
Push Desipn LLC Conservation Other 909604 4,736.55 2.550,45 7.287.00
Push Design LLC Customer education Dirzet Mail 909004 48.75 2625 75.00
Push Deslgn LLC Customer education Other 969004 438.75 236.25 675.00
Pusk Desipr LEC Customer education Direct Maii 504004 B1.25 43,75 125.00
River Horse Desipm Enerpy Congeevation Cther 5049004 75.79 46581 116.60
The Cubero Group Inc Conggrvition Multi-media 909004 3,185.94 £,715.51 4,901 45
The Cubero Group Inc Conservation Multi-media 909004 1,248.85 £72.40 1,921.33
The Paradigm Alliance Inc Customer Newsieers Direct Mail 909004 6.964.20 3,750,00 10.714.29
The Paradigm Alliance Ine Customner Newsletters Direct Mail 909004 10.570.51 5.6%1.82 16,262.33
United Mait LLC Customer Newsletlers Direct Mail 909004 (2.602.2%) {1,401.24) (4.003.53}
United Mail LLC Customer educalion Direct Maii 909004 323.21 174.03 497.24
United Mail LLC Customer education Direst Mail 909004 941.58 507.04 1448.59
United Mait LEC Customer education Direct Mail 909004 248.3] 133,71 3B2.02
Workfiowone Customer education Other 207004 4,320.03 2.326.17 6,640.20
Carma International Inc Media reiations Other 908005 (1.198.88) (645,54} (1.844.40)
Carma [nternational Iec Media relations Other 009005 {633.36) (34104 (374.40)
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LOUISVILLE GAS AND ELECTRIC COMPANY
CONSERVATEION (909) AND OTHER ADVERTISING EXPENSES
FOR THE 12 MONTHS ENDED (4/30/08

VENDOR NAME BENEFIT MEDIA ACCOUNT ELEC GAS TOTAL
Carma internationsl Inc Mudia relations Other 909005 (1,198.80) {045.54) {1.844.40)
Medin Gofer Inc Media relations Other 969005 {178.85) {96.30) {275.15)
Media Goler Ing Mudin relations Other 969605 {245.6) 1132.25) (377.87)
Media Gofer Inc Media relations Other 209005 {220.40) {118.67) (339.07)
Media Gofer kac Media relations Other H0005 {19114 (102.92) (294.06}
Mcdia Gofer Enc Media relations Other 504005 (448.06) (241.27) (689.33)
Media Gofer inc Media relations Other 505005 526.29 253.39 509.68
Media Library Inc Media relations Television 508008 (1,374.09) (739.89) {2.113.08)
Media Library Inc Media relations Television 909005 {2.353.132) {1.267.07) {3,620.19)
Muedia Library Inc Media relations Television 909005 (808.53) (467.67) (1,336.20)
Media Library Int Media relations Television 909005 {1,954.48) {1,052.41} (3.006.80
Nick Bonur Photorraphy Safety Other 909005 (47.13) (25.38) {72.50)
Adbawks Advertising And Pr inc Safely Direct Mail 909013 103.68 3583 159.50
Adhawiks Advertising And Pr Inc Safety Direct Mail 900313 56.55 30.45 87.60
Adhawks Advertising And Princ Salety Bircet Mail 969013 565.50 304,50 870.60
Diversity Adventures Inc Safuty Other 969013 104.02 56.01 160.03
Diversity Adventures kac Safety Other 409013 {192 7.49 21.41
Diversity Adventures Enc Safeiy Other 309013 221.12 119.06 340,18
Diversity Adventures Inc Sufety Other 505013 250,09 134.66 3B4.75
Diversity Adventures Ine Safety Other 909043 454.51 244.74 69923
Diversity Adventures Inc Safety Other 909013 75.08 40.43 115.50
Dhiversity Adventures Inc Safety Other 909013 379.28 204.23 383.50
Diversity Adventures Inc Safely Other 909013 3743 20015 57.58
Diversity Adventures lnc Safety Chher 905013 269.10 144.90 414.00
Diversity Adventures Inc Safety Other 909013 315.83 §70.06 485,89
Diversity Adventures Inc Safety Crther 909013 147,88 79.63 227.50
Diversity Adventures Inc Safety Other 909013 86.61 46.04 133.25
Diversity Adveniures Ine Safety Other 909013 138.13 74.38 212.50
Ehiversity Adventures Inc Safety Other 949013 408,75 213.75 712.50
Diversity Adventures knc Safery Other G09013 87.00 31.29 124.29
Diversity Advenlures Inc Safety Otlier 504013 357.00 153.00 510.00
Internal Labor Safeyy Other 509013 27.55 - 27.55
Internal Labor Safety Other 00013 302,93 - 30293
Internal Labor Safety Other 909033 255,80 13714 303.54
ITrsternal Lober Sufety Other 9090451 37.02 - 17.09
Internal Labor Safety Other 909013 24,84 - 24.84
Intermnal Labor Safety Other 909013 12.00 - 12.60
Internal Labor Safety Chfier 905013 407.84 - 407.84
Internal Labor Safely Cher 909013 37.55 - 37.55
tnternal Labor Safety Other 909613 438.74 - 438.74
Internai Labor Safety Other 949013 12,08 - 12.00
Mass Production, Enc, Salety Other 509013 232,70 1,245.30 3.558.00
Muass Production, Inc, Salety Other S05013 2,283.13 .229.38 3.512.50
Miman Industries LLC Safety Other 505013 1,239.00 53100 1,770.00
Moore Syndication Inc Safedy Other 909013 15.18 8.18 23,34
Moore Syndication Inc Safety Other 909013 507.00 273.00 780.00
Moore Syndication Inc Safety Other 909013 3,516.00 1,85{).00 5,400.00
Muore Syndication Inc Sufely Other 909011 1,950.00 1,050.00 3,000.60
CONSERVATION {909) SUB-TOTAL 332.269.98 176.670.17 508.940.15
Lester Fublications LEC Customer education Mapazine 501990 127.27 - 127.27
Mycarcemetwork.Com LLC Recrutiment Cther 5061400 199.00 - 199,00
Adeelor, Inc Customer cducation Other 903936 FED.54 30,44 200,08
Adventure Promotions Customer education Dther 943936 284.32 232.62 516.94
Chamber of Commerce Customer education Other 963536 68,75 56.25 125,00
Chamber of Commerce Customer education Other 503936 137.50 112.30 250.00
Clark, & Ripps Printing Customer education Brochure 503936 285.0% 233.25 S18.34
Tiehart, Dorcen Customer cducation Brochure 903916 495.00 405.00 900.00
Dehan, Dereen Customer education Brochuse 903936 103.13 §4.38 i87.50
Greater Lexineton Apariment Assocation Community involvement Other 903936 103.13 B4.38 187.50
Greater Lexinglon Aparlment Assocation Community invoivement Other 903936 27.50 22.50 50.60
Greater Lexington Apantment Assocation Community invoivement Other 903936 34.38 28.13 62.50
Grepter Lexinglon Apasiment Assocation Community involvement Other 903936 66.00 54.00 120.00
1.ouisville Apariment Community invelvemeni Other 903936 9.63 7.88 17.50
Louisville Apartment Community invelvemen Other 903936 228.25 186.75 415.00
1ouisville Apariment Communily involvement Other Y3936 169.13 138.38 307.50
Kentucky Chapter 1AE] Customer education Brochure S0BS0 {45.50) (24.50)} (70.00)
Beechmaont Press Ine Customer education Postcard 910900 218.61 17171 336.32
Muationai Yetlow Pages Direct Telephone book listings Other 90900 2,157.88 924.81 J.082.69
Nutional Yetlow Papes Direct Telephone book fistings Other 250900 315.50 135.21 §50.71
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LOUISVILLE GAS AND ELECTRIC COMPANY
CONSERVATION (309) AND OTHER ADVERTISING £EXPENSES
FOR THE 12 MONTHS ENDED £4/30/08

VENDOR NAME BENEFIT MEDIA ACCOUNT ELEC GAS TOTAL
National Yellow Pages Direct Telephone book listings Qther 910900 9,664.90) 4,142,160 13,807.64
Tech Resources Inc Custemer newsletier Other 910900 5.882.50 3.167.50 9,050.00
United Mail LLC Customer education Direct Mail 910906 132,70 7146 204.16
United Mait LLC Customer education Direet Mail 9106960 24.38 i3.13 37.50
United Mait LLC Customer education Dircet Mail 916900 117.45 63.24 184509
United Mail LLC Customes education Direct Mait S10900 33470 143.44 478.14
United Mall LLC Custemer education Direct Mail 910900 7.88 3.38 11.25
United Mail LLC Customer education Direct Mail 91090k} 147.98 149.13 49711
AP Urban League Reeruitment Other 921002 11.49 3.00 14.55
AP Urban League Recruitment Other 921602 11.49 3.06 14.55
AP Urban League Recruitment Other 921002 560.24 13.36 63.60
TMP Woridwide Advertising Recreitment {iher 521002 12590 33.48 159.44
TMP Worldwide Advenising Recruitment Other 921002 125,96 33.48 £59.44
TMP Waorldwide Advertising Recruitment Other 92002 550.54 146.34 696.88
TMP Worldwide Advertising Recruitment Osher 921002 140.93 31746 178.39
TMP Worldwide Advertising Recruitment Other 021002 140,93 37.46 178.3%
TMP Worldwide Advertising Recruitment Othet $21002 GE5.94 103.73 779.67
U of L. Support Service Recruitment Osher 921002 8.44 2.24 10.08
U of L Support Service Recruitment Other 921002 844 2.24 10.68
U of L Support Service Recritment Other 921002 36.88 9.80 46.68
AP Urban | eague Recruitment Other 921962 61,75 - 61,75
AP Urban League Recruitment Other 421902 60,28 16.02 7630
Cybertech Inc Recyuitment Other 921502 150.93 42.57 193.50
Mycarecmetwork.Com LLC Recruitment Other 921902 {84.71) (22.77) {103.48)
The Power Markeling Associntion Recruitment Other 921902 69.81 19.69 89,50
TMP Worldwide Advertising Recruitment Other 921962 676.58 - 676.58
TMP Worldwide Advertising Recruitment Other 921902 756.96 - 756.9¢
TMP Worldwide Advertising Recruilment Other 421602 738.92 [ 94472 935,34
U of L Support Service Reeruitment Other 921502 45,32 . 4532
U of L Support Scrvice Recruitment Other 921902 44.24 11.76 56.00
Walmard Supercenter Recruitmens Other 921902 5.67 - 5,67
Trimble County Unit 1 Aflocation to IMEA/IMPA (1} Other 922003 {§32.00) - (132.00)
OTHER SUB-TOTAL 25 832,53 11,392.46 37,224.99

TOTAL ADVERTISING/CUSTOMER INFORMATION (2)

5 358,102.51

5

188.062.63 § 546,165.14

{1) This charge was an aftocation 10 IMEA/AMPA which owns 25% of Trimble County Unit 1
(2} Amounts shown in Attachment to Response to PSC Question No 1-30(a)

Conservation adventising Line 8. columnd §

Other advertising 1 ine 8. column

Sub-Tol
ficlow the line amounts not inclwled above

Eleciric Gas
332210 -

Line §5, column d - $76.670
36.718 -

Line 5. cofumu f - 14,286

3G8.988 190.956

§0.885 2,893

Total S 358,103 188.0063
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 63

Responding Witness: Shannon L. Charnas

Q-63. With regard to Lepal expenses charged to LG&E’s electric operation and
maintenance expenses, please provide the following information:

a.

b.

A-03. a

Total Legal expenses booked in the test year as compared to total Legal
expenses booked in the years 2003, 2004, 2005, 2006 and 2007.

Breakout of actual test year Legal expenses by major legal issue and an
indication as to which test year Legal expenses can be considered recurring or
non-recurring.

Total legal expenses included in the Company’s Board-approved budget for
2008.

Year $
2003 1,024,937
2004 2,142,287
2005 2,678,999
2006 2,259,771
2007 1,753,283
Test Year 1,638,240
Major Legal Test Period
Issue Amount  Recurring ?
Regulatory $ 1,151,683 Yes
Litigation 335,283 Yes
Contracts 68,547 Yes
Corporate 7,179 Yes
Employment 42,948 Yes
Real Estate 32,600 Yes
Total $ 1,638,240
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c. Total legal expenses included in the Company’s Board-approved budget for
2008 for electric operations are $6.0 million.
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 64

Responding Witness: Shannon L. Charnas

Q-64. With regard to Legal expenses charged to LG&E’s gas operation and
maintenance expenses, please provide the following information:

a.

b.

C.

A-64. a.

Total Legal expenses booked in the test year as compared to total Legal
expenses booked in the years 2003, 2004, 2005, 2006 and 2007.

Breakout of actual test year Legal expenses by major legal issue and an
indication as to which test year Legal expenses can be considered recurring or
non-recurring.

Total legal expenses included in the Company’s Board-approved budget for
2008.

Year $

2003 236,565
2004 405,632
2005 248,425
2006 272,256
2007 1,387,246

Test Year 1,283,672

Major Test Period

Legal Issue Amount  Recurring ?
Regulatory § 1,242,282 Yes
Litigation 30,553 Yes
Contracts - Yes
Corporate 75 Yes
Employment 150 Yes

Real Estate 10,612 Yes

$ 1,283,672
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c. Total legal expenses included in the Company’s Board-approved budget for
2008 for gas operations are $0.6 million.






LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-00252
CASE NO., 2007-60564

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

Question No. 65
Responding Witness: Shannon L. Charnas

Q-65. With regard to MGP clean-up costs amortization expenses, please provide the
following information:

a. Actual MGP clean-up cost amortization expenses included in the test year gas
operating expenses, also indicating in which account number.

b. Unamortized MGP clean-up cost balance at 4/30/08, the monthly amortization
expense amount, and the expiration date of the amortization of the 4/30/08
MGP clean-up cost balance.

A-65. a. Actual MGP clean-up cost amortization expenses were $81,306 in the test
year for gas operating expenses and were included in account number 930217,

b. Unamortized MGP clean-up cost balance at 4/30/08  $33,878
Monthly Amortization Expense $ 6,776
Expiration Date of Amortization September 30, 2008
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Pottinger
LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 66
Responding Witness: Paula H. Pottinger, Ph.D.

Q-66. For each month from April 2007 through August 2008, provide the actual number
of LG&E employees and LG&E-allocated service company employees and
compare it to the equivalent number of employees used to determine the pro
forma wages and salaries in this case. Provide the monthly employee data in total
and as broken out by employee category.

A-66. The chart below shows the actual number of LG&E employees for each month
from April 2007 through August 2008. The employees for April 2008, in the
table below, are the same as those used to calculate adjustments in Reference
Schedule 1.15 to Rives Exhibit 1. See also response to PSC-2 Question No. §9.

Sal Plan BU EX NE Total
Apr-07 637 206 81 924
May-07 637 207 80 924
Jun-07 537 207 79 923
Jul-07 643 205 82 930
Aug-07 646 209 82 937
Sep-07 640 211 83 934
Oct-07 643 213 83 939
Nov-07 647 213 83 043
Dec-07 547 213 83 943
Jan-08 655 212 83 950
Feb-08 656 213 85 954
Mar-08 665 212 86 963
Apr-08 665 212 87 964
May-08 666 213 89 968
Jun-08 666 213 89 968
Jul-08 669 216 90 975
Aug-08 670 216 90 976




Response to AG-1 Question No. 66
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The chart below shows the actual total number of Service Company employees
for each month from April 2007 through August 2008 are shown in the table
below. Service Company employees are not maintained on an allocated basis.
The employees for April 2008, in the table below, are the same as those used to
calculate to adjustments in Reference Schedule 1.15 to Rives Exhibit 1.  See also
response to PSC-2 Question No. 89.

Sal Plan EX NE Total
Apr-07 760 239 989
May-07 761 239 1,000
Jun-07 761 234 085
Jul-07 767 232 999
Aug-07 774 229 1,003
Sep-07 783 231 1,014
Qct-07 790 237 i,027
Nov-07 794 234 1,028
Dec-07 797 233 1,030
Jan-08 801 236 1,037
Feb-08 805 234 1,039
Mar-08 806 240 1,048
Apr-08 BO7 243 1,050
May-08 809 245 1,054
Jun-08 813 246 1,059
Jul-08 818 245 1,063
Aug-08 821 259 1,080







LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 67

Responding Witness: Shannen L. Charnas

Q-67. With regard to Outside Services expenses charged to Account 923 for the gas and,
separately, electric operations, please provide the following information:

A~67.

a,

In the same format and detail as per the response to AG-1-74 in the prior rate
case, Case No. 2003-00433, provide a breakout, by major outside service
expense category, of the actual 923 expenses in the test year and each of the
years 2004 through 2007.

For any consulting fees included in the actual annual Account 923 expense
components to be provide in response to part {a) above, provide another
breakout showing the types of consulting activities.

Total Account 923 expenses included in the Company’s Board-approved
budget for 2008.

See attached.
See attached.

The total Account 923 expense included in the Company’s Board-approved
budget for 2008 is $11,209,019.
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LOUISVILLE GAS AND ELECTRIC COMPANY
ACCOUNT 923 - OUTSIDE SERVICES BY MAJOR CATEGORY
FOR THE TEST YEAR AND CALENDAR YEARS 2004-2007
YEAR CATEGORY ELECTRIC GAS TOTAL
TEST ACCOUNTING SERVICES 47,03195 $ 2058777 $ 67,619.72
YEAR  ACCTNG USE - MISC JE - NONALLOCATED 37,02544 17,897.52 54,922.06
AUDIT FEES 320,077.22 90,833.02 419,911,14
ENVIRONMENTAL-LABOR-3RD PARTY 49,256.35 13,729.92 62,086.27
LEGAL-3RD PARTY 1,675,146.76 1,283,640.37 2,958,787 .13
MATERIAL & EQUIPMENT 19,831.03 5,554.06 25,385.09
MGMT CONSULTING FEES & EXPENSES 642,366 44 98,361.34 740,727.78
OTHER-LABOR-3RD PARTY 1,466,413.17 407,785.16 1,874,108.33
OUTSIDE COLLECTION FEES 1,264.49 0.00 1,264 49
PHYSICAL AND MEDICAL EXAMS 42,515.03 11,899.36 54,414.39
SECURITY 44,660 71 12,317.24 56,077.95
SERVCO CONVENIENCE PAYMENTS 20,475 68 5,548 44 26,024.12
TEMPORARY HELP 105,679.71 29,193.99 134,873.70
TOTALS 4,480,74398 &  1,987340.09 § 6,478,093,07
2007 COMPANY OVERHEADS - % 43957 § 439.57
ACCOUNTING SERVICES 49,661.32 21,441.48 71,102.80
AGCTNG USE - MISC JE - NONALLOCATED {52,160.78) {14,797.06) (66,957.84)
AUDIT FEES 316,408 .87 89,243.82 405,653.69
CONTRACTORS - COMPUTER SUPPORT 3.510.00 990.00 4,500.00
ENVIRONMENTAL-LABOR-3RD PARTY 41,591 20 11,730 85 53,322.05
LEGAL-3RD PARTY 1,782,207 93 1,386,637.29 3,168,845.22
MATERIAL & EQUIPMENT 22,669.19 6,393 .87 29,063.06
MGMT CONSULTING FEES & EXPENSES 560,382 59 103,966.63 664,349.22
OTHER-LABOR-3RD PARTY 1,332.771.80 373,870.51 1,706,642.41
PHYSICAL AND MEDICAL EXAMS 62,398.69 17,599.43 79,898.12
SECURITY 27,446 .25 7,741.24 35,187.50
SERVCO CONVENIENCE PAYMENTS 10,260 56 2,893.99 13,154.55
TEMPORARY HELP 130,277.45 36,744.97 167,022.42
TOTALS 4,287,42618 %  2,044,896.59 & 6,332,322.77
2006 ACCOUNTING SERVICES 10,297.22 § 307579 § 13,373.01
ACCTNG USE - MISC JE - NONALLOCATED (14,757 92) (4,466.49) {19,224.41)
AUDIT FEES 307,857 31 91,857 37 399,814.68
CONTRACTORS - COMPUTER SUPPORT 1,454.03 424 55 1,878.58
ENVIRONMENTAL-LABOR-3RD PARTY 49,457.36 3,476.70 52,934.06
LEGAL-3RD PARTY 2,314,489.14 272,194 37 2,588,693.51
MATERIAL & EQUIPMENT 16,185.83 2,264.01 18,440.84
MGMT CONSULTING FEES & EXPENSES 465,527 96 66,835.83 532,363.79
OTHER-LABOR-3RD PARTY 1.370,04% 80 340,413 48 1,719,455.38
PHYSICAL AND MEDICAL EXAMS 39,142 37 11,601 88 50,834.25
SECURITY 1,207.16 360.59 1,567.76
SERVCO CONVENIENCE PAYMENTS 39,347.43 11,753.14 51,100.57
TEMPORARY HELP 177,019 56 51,934.48 228,954.04
OTHER EXPENSES 36.00 10.75 46.75
TOTALS 4,777,315.35_§ 860,926.45_§ 5,638,241.80




Attachment to Response to Question No. 67(a)

Page 2 of 2
Charnas
LOUISVILLE GAS AND ELECTRIC COMPANY
ACCOUNT 923 - OUTSIDE SERVICES BY MAJOR CATEGORY
FOR THE TEST YEAR AND CALENDAR YEARS 2004-2007

YEAR CATEGORY ELECTRIC BGAS TOTAL

2005  ACCOUNTING SERVICES 112550 & 31745 § 1,442.95
ACCTNG USE - MISC JE - NONALLOCATED (77.90B 78) (44,323 57) (122,232.35)
AUDIT FEES 255,016 55 71,927.75 3726,944.30
CONTRAGCTORS - COMPUTER SUPPORT 54,549 61 15,385 B0 £9,035.41
LEGAL-3RD PARTY 2,726,903.41 248,300 71 2,975,213.12
MATERIAL & EQUIPMENT 54,817.57 18,250.02 83,067.59
MGMT CONSULTING FEES & EXPENSES 360,951 77 53,071.84 444,023.61
OTHER-LABOR-3RD PARTY 2.0B3,315.65 532,746 93 2,616,062.58
QUTSIDE COLLECTION FEES 1,828.30 51567 2,343.97
PHYSICAL AND MEDICAL EXAMS 18,720 41 5,260.11 24,000.52
SECURITY 25,003 22 7,306.02 33,209.24
SERVCO CONVENIENCE PAYMENTS 22 507.16 6,347 84 28,855.00
TEMPORARY HELP 173,873.33 44,750.40 218,623.73
OTHER EXPENSES 1,485 99 419.13 1,905.12
VARIABLE GENERATION COSTS {121.98) {34.41) {156.39)
TOTALS 5742086771 & 860,270.68 & 6,703,238.40

2004 COMPANY LABOR 89,681.37 § 2519626 % 114,877.63
COMPANY QVERHEADS 24,757 8% 6,956.85 31,714.67
ACCOUNTING SERVICES 19,905.29 1,880.00 21,885 29
ACCTNG USE - MISC JE - NONALLOGATED 1,165,778 40 356,668,58 1,522 446.98
AUDIT FEES 175,752.72 49,571 28 225,324.00
CONTRACTORS - COMPUTER SUPPORT 81,398.62 5,825.16 B7,224.78
LEGAL-3RD PARTY 2,122,445 85 403,565 30 252601125
MATERIAL & EQUIPMENT 10,388.08 2,527.18 12,915.26
MGMT CONSULTING FEES & EXPENSES 471,516 51 99,808.76 571,326.27
OTHER-LABOR-3RD PARTY 1,256,164.38 274,502 70 1,530,667.08
PHYSICAL AND MEDICAL EXAMS 14,976.14 4,224 03 19,200 .17
SECURITY 35,915 86 10,130.12 45,045.98
TEMPORARY HELP 224,916.22 61,968.61 286,884.83
OTHER EXPENSES 239.792.16 66,7680.61 306,572.77
TRANSPORTATION COSTS 3,434.70 81441 4,249.11
VARIABLE GENERATION COSTS 19,416.16 5,476.34 24,892,50
TOTALS $.056,241.37 %  1,375987.90 % 7.332,238.57
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LOUISVILLE GAS AND ELECTRIC COMPANY
ACCOUNT 923 - OUTSIDE SERVIGES FOR CONSULTING
EOR THE TEST YEAR AND CALENDAR YEARS 2004.2007
YEAR CATEGORY ELECTRIC GAS TOTAL
TEST ACCOUNTING SERVICES 47,031 85 20,587 77 67,619.72
YEAR  AUDIT FEES 328,077.22 90,833 82 419,011.14
LEGAL-3RD PARTY 1,675,146.76 1,263,640.37 2,658,787.13
MGMT CONSULTING FEES & EXPENSES 642,366.44 98,361.34 740,727.76
TOTALS 7.603,622.37 1,393,423.40 4.187,045.77
2007  ACCOUNTING SERVICES 48,661 32 21,441 48 71,102.80
AUDIT FEES 316,400.87 80,243.82 405,653.69
CONTRACTORS - COMPUTER SUPPORT 351060 980.00 4,500.00
LEGAL-3RD PARTY 1,782,207.93 1,386,637.29 3,168,845.22
MGMT CONSULTING FEES & EXPENSES 560,382,590 103,966.63 664,349.22
TOTALS 2,712,171.71 1,602,279.29 4,314,450,93
2008 ACCOUNTING SERVICES 10,297 22 3,075.79 13,373.01
AUDIT FEES 307,857 31 91,957.37 399,814.68
CONTRACTORS - COMPUTER SUFPORT 1,454 03 424 55 1,878 58
LEGAL-3RD PARTY 2,314,499.14 272,194.37 2,586,693 51
MGMT CONSULTING FEES & EXPENSES A65,527.96 66,835.83 532,363.79
TOTALS 3,008,635.66 434,487.91 3,534,123.57
2005  AGCOUNTING SERVICES 1,125.50 317 45 1,442.95
AUDIT FEES 255,016.55 71,927.75 326,944.30
GONTRACTORS - COMPUTER SUPPORT 54,549 61 15,385.80 69,935 41
LEGAL-3RD PARTY 2,726,903.41 948,309,71 2,675,213.12
MGMT CONSULTING FEES & EXPENSES 390,951.77 53,071.84 444 023,61
TOTALS 3,428,546.84 389,012.55 3.817,559.39
2004  ACCOUNTING SERVICES 19,905.29 1,980.00 21,885 29
AUDIT FEES 175.752 72 48,571.28 225,324 00
CONTRACTORS - COMPUTER SUPPORT B%,399 62 5,825 16 87,224.78
LEGAL-3RD PARTY 2,122,445.95 403,565.30 2.526,011.25
MGMT CONSULTING FEES & EXPENSES 471,516.51 99,809.76 571,326.27
TOTALS 2,871,020.00 £60,751.50 3,431,771.50







Q-68.

A-68.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Infoermation of the Attorney General
Dated August 27, 2008

Question No. 68
Responding Witness: Shannon L. Charnas
Please provide the actual annual electric tree trimming expenses booked by
LG&E in the test year as compared to the years 2003 through 2007. In addition,

indicate the account number(s) in which these expenses are recorded.

Tree trimming expenses booked by LG&E for 2003 through 2007 and the test
year are:

2003 $2,980,769
2004 $4,658,940
2005 $3,924,483
2006 $5,863,493
2007 $6,034,105
12 months ended 4/30/08 $5,889.,663

All expenses listed above are charged to account 593004,






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 69
Responding Witness: Shannon L. Charnas
Q-69. In the responses to PSC-1-31, the Company has provided detailed invoices for ali
test year professional services expenses for both its electric and gas operations. In
this regard, please provide the following information:
a. Provide a summary of the total test year expenses for each major professional
service category included in the electric and gas responses.
b. Provide comparable professional services expense information, i.e., total
expenses and a breakout of all major expense categories, for each of the years
2004 through 2007.
A-69. a. See attached.

b. See attached.



LOUISVILLE GAS AND ELECTRIC COMPANY
MAJOR PROFESSIONAL SERVICE EXPENSE

TEST YEAR

Type
Accounting
Engineering
Legal
Other
Total

Attachment to Response to AG-1 Question No. 69(a)

Total
492,398.88
2,487,127 .24
2,921,911.70
74,613,842.13

80,515,279.95
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LOUISVILLE GAS AND ELECTRIC COMPANY
PROFESSIONAL SERVICES EXPENSE

LGE&E - 2004
CATEGORY

0301 - O/S - OTHER-LABOR-3R]D PARTY

0302 - Q!5 - CUTSIDE COLLECTION FEES

0303 - O/5 - MATERIAL & EQUIPMENT

0305 - O/S - MGMT CONSULTING FEES & EXPENSES
0306 - O/5 - TEMPORARY HELP

0307 - O/S - SECURITY

0309 - 0/S - EQUIPMENT TESTING

0310 - O/S - CONTRACTORS - COMPUTER SUPPORT
0312 - QIS - AUDIT FEES

0314 - O/S - ACCOUNTING SERVICES

0316 - O/5 -« OTHER LAROR-NO COMPANY EXPERTISE

0317 - OIS - OTHER NON-LABOR-NO COMPANY EXPERTISE

0321 - OIS - LEGAL-3RD PARTY

0322 - QIS - LEGAL- AFFILIATE

0323 - O/5 - ENVIRONMENTAL-LABOR-3RD PARTY
0330 - O/5 - COMPUTER SUPPORT

0335 - 0/5 - PHYSICAL AND MEDICAL EXAMS

0336 - OIS - MARKETING FEES & EXPENSES

0337 - /S - QUTSIDE PRINTING SERVICE

0375 -« QIS « ACCTNG USE « MISC JE - NONALLOCATED
TOTAL

LGBE - 2005
CATEGORY

0301 - O/S - OTHER-LABOR-3RD PARTY

0302 - /S - QUTSIDE COLLECTION FEES

0303 - OIS - MATERIAL & EQUIPMENT

0305 - O/5 - MGMT CONSULTING FEES 8 EXPENSES
{306 - O/S - TEMPORARY HELP

0307 - O/% - SECURITY

0310 - O/5 - CONTRACTORS - COMPUTER SUPPORT
0312 - O/§ - AUDIT FEES

0314 - O/5 - ACCOUNTING SERVICES

0316 - O/5 - OTHER LABOR-NO COMPANY EXPERTISE
0321 - O/5 - LEGAL-3RD PARTY

0323 - O/S - ENVIRONMENTAL-LABOR-3RD PARTY
0335 - O/5 - PHYSICAL AND MEDICAL EXAMS

0374 - OIS - SERVCO CONVENIENCE PAYMENTS

0375 - OIS « ACCTNG USE - MISC JE «- NONALLOCATED
TOTAL

LG&E - 2008
CATEGORY

0301 - O/S - OTHER-LABOR-3RD PARTY

0302 - O/S - QUTSIDE COLLECTION FEES

0303 - Q/S - MATERIAL & EQUIPMENT

0305 - 0/5 - MGMT CONSULTING FEES & EXPENSES
0306 - O/S - TEMPORARY HELP

0307 - O/S - SECURITY

0310 - O/S - CONTRACTORS - COMPUTER SUPPORT
0312~ OIS - AUDIT FEES

0314 - QS - ACCOUNTING SERVICES

0316 - 0/S - OTHER LABOR-NO COMPANY EXPERTISE
0321 - O/S - LEGAL-3RD PARTY

0321 - O/5 - LEGAL-3RD PARTY

0323 - O/S - ENVIRONMENTAL-LABOR-3RD PARTY
0335 - O/S - PHYSICAL AND MEDICAL EXAMS

0374 - O/S - SERVCO CONVENIENCE PAYMENTS

0375 - O/S - ACCTNG USE - MISC JE - NONALLOCATED
TOTAL

Attachment te Response to AG-1 Question Neo. 69(h)
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ACCOUNTING ENGINEERING LEGAL OTHER TOTAL
$3.342.858 47 $48.106.297 48 £51.448.86585
358.322 63 358,222 83
26247218 8.250.718 65 8.513.190 B3
220.506 0D 1137913 26 1.358.419 26
6.416 25 1.364.943 13 1.391.369 38
582.418 46 502,448 46
10,860 07 10,860 07
156 962 48 156.862 48
5225.324 0D 225324 00
21.885 29 21.88529
1.2568 20 192.111 38 193.367 56
2.385 60 32.705 85 35.065.55
$2.547 918 81 2547 018 81
14.254 50 14,254 50
6.250 00 11,710 BB 17.960 8568
23330 21330
132,848 97 132,848 97
270,445 38 270.145 38
1508183 15.08183
1.521,557.54 1.621 657 54
§247,209,29 $236.614.05 $2,547 918.81 $5,473.731.13 $8,505,673.28
ACCOUNTING ENGINEERING LEGA]L. OTHER TOTAL
$2.881.577 94 541.137.840 66 $44.018.518 60
46353582 463,535.82
415.73276 7.497.48273 7.813.215 48
93.148 48 981,068 685 1.074.218 14
54.350 98 1.374.946 41 1.429,297 39
230,824 94 230,824 84
54.065 65 127004 87 181,070 52
$327.544 30 327.544 30
1.442 96 144286
5.200 00 §.200 D0
$2.827.424 21 2827.424 2%
21.902 60 33.860 00 65,762 80
108.673.01 108.673 09
28,853 84 28.853.84
{58,489.48) (58,489.48)
$328,0B7,26 $228.668.72 52927 .424.21 $2.827,742.24 $6,312,822.43
ACCOUNTING ENGINEERING LEGAL OTHER TOTAL
$3.508.239 78 $48.505.516.24 $52.013.755.69
378.297 53 37B.217 53
276948 30 B 0B1.183.82 8.358,102 12
60.474 70 1.150.486.37 1.210.941 07
200 1314773 84 1.314.773 84
25728 15 25,728 15
G oo 48.285 75 48.28575
$399.844 67 380,814 67
1337300 1337360
G oo 4,821 56 4,821 58
$2.532.027 02 2.532.027 02
6,544 BS 6.544 85
18,178 55 109.443 67 127,592 22
21920 108,184 80 108,419 10
51,400 57 51.100 &7
1.230,610.77 1,230,610.77
$413.187.67 $85,417.30 $2,632,027.02 $4,044 400.58 57,075,032.57




LG&E « 2007
CATEGORY

0301 - OF5 - OTHER-LABOR-3RD PARTY

0302 - OfS - OUTSIDE COLLECTION FEES

0303 - O/5 - MATERIAL & EQUIPMENT

030% - O/5 - MGMT CONSULTING FEES & EXPENSES
0308 - OIS - TEMPORARY HELP

0307 - OI5 - SECURITY

0310 - OIS - CONTRACTORS - COMPUTER SUPPORT
0312 - OIS - AUDIT FEES

0314 - O/S - ACCOUNTING SERVICES

0321 - OIS - LEGAL-3RD PARTY

0323 - OIS - ENVIRONMENTAL-LABOR-3RD FARTY
0335 - /S - PHYSICAL AND MEDICAL EXAMS

0374 - OIS - SERVCO CONVENIENCE PAYMENTS
0375 - OIS - ACCTNG USE - MISC JE - NONALLOCATED
YOTAL
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AGCOUNTING ENGINEERING LEGAL OTHER TOTAL
$3.799.648 13 $53.07548508  $56.875.133 21
402,962 95 402.962 95
188.276 42 8.054 600 15 B8.242.876 57
280131 26 113101522 1.411.146 48
368330 1.19%.251 60 1.1085.244 80
88.626 21 B8.626 21
9.638 36 9,638 36
$405.653 73 405653 73
T3ATT 48 73.477 .48
$3.140.528 56 3,140,528 56
30.8413 80 80,340 75 81.220 55
139.910 74 139.919 74
13.241 34 13.24134
{1,983,2681.77}) {1.863.281.71)
$479,131,21 $503,280.78 $3,140,528.56 $B.705.351.60 $12,6828,292 15







LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 70
Responding Witness: Shannon L. Charnas

Q-70. Separately for the electric and gas filings, provide all expenses and taxes included
in the above-the-line operating results that are associated with non-utility
properties and explain why they should be included for ratemaking purposes.

A-70. Based upon a reasonable investigation and consistent with Company policy, there
are no expenses or taxes in the above-the-line operating results for non-utility

properties. Any expenses associated with these properties are charged below-the-
line.
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LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008

Question No. 71

Responding Witness: Paula H. Pottinger, Ph.D. / Lonnie E. Bellar

With regard to the response to PSC-1-33 (Lobbying expenses), please provide the
following information:

a.

Provide detailed job descriptions (including descriptions of the various
required functions and responsibilities) for G.R. Siemens, D.J. Friebert and
M.S. Beer.

Provide a detailed percentage breakout of the various functions and
responsibilities to be provided in response to part (a) for each employee. The
percentages should add to 100%.

Explain why the Company only considers 30.4% of their functions and
responsibilities to be lobbying related. In addition, provide a percentage
breakout of the remaining 69.6% of their time including an indication how
much of the remaining ratio of 69.6% represents lobbying activities for KU.
Explain why the lobbying ratio of 30.4% is different from the assumed
lobbying ratio of 46.6% reflected in the KU rate case.

Major job description accountabilities are provided below.

e Identify and analyze high priority legislative, regulatory and executive
agency issues at the state and local level. Analyze their impact on the
Company and develop, recommend and coordinate the appropriate
response for the Company.

+ Manage the development and distribution of the corporate position policy
statement to appropriate opinion leaders, constituency groups, and relevant
parties.

e Ensure a favorable climate exists within the executive, legislative and
regulatory community in order that they might be disposed to act
affirmatively on issues of interest and importance to the Company.

» Direct the corporate political action committee (PAC) and, consistent with
federal and state election laws, recommend the corporate political giving
strategy of the PAC.
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M.S, Beer

Identify, analyze and influence critical federal issues and decisions to
support the Company's regulatory policy and strategy.

Build and retain relationships which ensure the appropriate level of
influence exists to produce favorable results on issues of interest and
importance to the Company.

Lead the development and implementation of the Company’s federal
regulatory policy and strategy.

Direct the preparation of filings for and the prosecution of regulatory
proceedings before federal regulatory agencies.

Ensure regulatory compliance with the rules, regulations, and orders of the
Federal Energy Regulatory Commission (FERC).

Manage the relationship between the Company and the FERC.

Testify, when appropriate, at hearings before the FERC.

Advise the Company of the impact of important federal regulatory agency
opinions and decisions and general analysis relating to important
developments in utility regulation at the federal level.

Certify to the FERC that LG&E and KU are in compliance with the
standards of conduct by verifying that the Companies are adhering to
standard requirements, development and execution of employee training,
answering employee questions and coordinating audits and investigations
with Commission Staff to ensure on-going compliance.

. Freibert

Provides significant contributions to policy formulation.

Partners with VP Federal Regulation and Policy to coordinate policy
issues among various governmental organizations.

Represents the Company at the state and local government levels to
communicate the Company's position on various issues.

Works closely with various state and local political and Lexington based
special interest groups to influence their processes and outcomes and
assure that the Company's interests are protected.

Keeps informed of state and local legislative proposals which would
specifically affect Company objectives.

Keeps abreast of current state and local legislative issues, state and local
regulatory matters and the announcements and actions of Lexington based
public interest organizations with their possible attendant effects on the
Company.

Advises Company officers and department heads regarding proposed state
and local legislation/regulations that could affect Company operations;
obtains their reactions and recommendations, and presents them to the
appropriate government entities.

(Guides and assists the Company's legal counsel in drafting statements of
the Company's position on various state and local issues.
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e Lxpedites action on Company matters which require state or local
government approval.
¢ Performs other duties as directed by the VP External Affairs.

b. The Company does not maintain the information in the form or detail
requested.

c. The Company does not agree with the premise in the question (i.e., 30.4% of
the function and responsibilities of these employees are related to lobbying).
None of the salary or benefits associated with these employees is included in
the rates of the Company or charged to the customer. Please see the response
to PSC-1 Question No. 33 in this proceeding, where it is explained that 30.4%
of the functions of the employees listed in (a) above include, but are not
limited to, representation before governmental agencies and legislative bodies
local, state and federal levels on matters directly related to the Company and
the conduct of its business. Additionally, it is noted that these employees also
provide functional representation of the Company at and participation in civic,
charitable and community events, monitoring the legislative processes,
responding to inquiries by federal, state and local governmental agencies and
legislative bodies and participation in industry meetings and conferences.
Thus, the Company does not consider 304% of the functions of the
employees listed in part (a) above as only lobbying related. The other
activities described above are also included in the 30 4%.

The remaining 69.6% is comprised of 46.6% allocated to KU as described in
response to AG-1 Question No. 64 in Case No. 2008-00251 and the response
to PSC-1 Question No. 33 in Case No. 2008-00251, and 23.0% allocated to
Capital Corp. Please note all of these expenses and charges discussed in
connection with this response are not included in rates.

d. As described in (c) above and in response to AG-1 Question No. 64(c) the
Companies do not consider the 30.4% and the 46.6% as lobbying ratios. They
are allocation made in accordance with the Cost Allocation Manuel filed with
the Commission. Having noted that distinction, the percentages differ mainly
because one of the employees noted in (a) above, D.J. Freibert performs work
predominantly (90%) for KU causing the percentage allocated to KU to be
higher than that allocated to LG&E.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 72

Responding Witness: Lonnie E. Bellar / Shannon L. Charnas

Q-72. With regard to expenses related to the Edison Electric Institute (EEI), please
provide the following information:

a.

b.

A-72. a

Total EEI expenses booked in the test year.

Breakout (in approximate percentages) of the various EEI activities in the
same format and detail as per the Company’s response to AG-1-85(c) in Case
No. 2003-00433.

Total EEI expenses booked in the test year are $437,595.55. This amount
includes all amounts paid directly to EEI or by means of a Company
procurement card. The Company’s employee expense reimbursement system
does not provide individual vendor detail, so payments to EEI made directly
by employees, for items such as course fees, are not included in this amount,

EEI is no longer preparing the breakout of activities by NARUC category as
provided in the last rate case. For 2007, EEI determined that 16.15% of 2007
dues paid was spent on lobbying activities.
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-60252
CASE NO. 2007-00564

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 73

Responding Witness: Lonnie E. Bellar / Shannon L. Charnas

(Q-73. With regard to AGA dues, please provide the following information:

a.

b.

A-73. a.

Amount of AGA dues included in the test year, including an indication in
which expense account.

Percentage breakout of “AGA Operating Expense Category” in the same
format and detail as per Mr. Beer’s Response to Post-Hearing Question No.
11, page 3 in the prior case, Case No. 2003-00433.

Detailed description of the activities included in the Public Affairs section in
the AGA activity breakout to be provided in response to part (b) above.

AGA dues included in the test year by expense account are as follows:

Expense AGA Dues

Account Amount
880100 $ 96,095
621003 32,109

Total 128,204

All costs in the test year are for membership dues. The specific
categorizations are tabulated below. The AGA incurred lobbying expenses, as
defined under IRC Section 162, of 2.90% of total member dues during
calendar year 2007. The 2.90% lobbying costs are removed from the “Public
Affairs/Communications” category below. Total AGA inclusion should be as
requested less 2.90% of the dues, for a total of $124,410.
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% of % to
AGA Operating Expense Category Dues | Include
Public Affairs/Communications * 27.93 25.03
Policy & Analysis 10.28 10.28
Regulatory Affairs 9.43 943
Corporate Affairs & International 11.41 11.41
Operating & Engineering Services 28.59 28.59
Industry Finance & Administrative Programs 7.61 7.61
General Counsel & Corporate Secretary 4.75 4.75
General & Administrative * 0.00 0.00
Total 100.00 97.10

1 - AGA combined the Public Affairs and Communications expenses into one
expense category
2 - G&A expenses are allocated to all other categories

Public Affairs provides members with information on legislative
developments; prepares testimony, comments, and filings regarding legislative
activities; lobbies on behalf of the industry. Communications develops
informational materials for member companies and consumers and
coordinates all media activity.






LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-00252
CASE NO. 2007-005064

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

Question No. 74
Responding Witness: Shannon L. Charnas

Q-74. Separately for the electric and gas operations, please provide the following
expenses (if included in above-the-line operating expenses):

a. Employee memberships to clubs and associations. In addition, identify the
nature of these clubs and/or associations.

b. Employee memberships to professional organizations. In addition, identify the
nature of these organizations.

A-74. See attached for combined list of employee memberships to clubs and
associations and professional organizations. The Company does not separately
track memberships in clubs and associations and memberships in professional
organizations.



ORGANIZATION / ASSOCIATION

ADVERTISING FEDERATION

AFCOM

AIR & WASTE MANAGEMENT ASSOCIATION
AMERICAN BAR ASSOCIATION

AMERICAN BOARD OF INDUSTRIAL HYGIENE
AMERICAN CHEMICAL SOCIETY

AMERICAN COAL ASH ASSOCIATION

AMERICAN COAL COUNCIL

AMERICAN GAS ASSOCIATION

AMERICAN INDUSTRIAL HYGIENE ASSQCIATION

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
AMERICAN MANAGEMENT ASSCCIATION

AMERICAN PRODUCTION & INVENTORY CONTROL SOCIETY
AMERICAN PSYCHOLOGICAL ASSOCIATION

AMERICAN PUBLIC POWER ASSOCIATION

AMERICAN PUBLIC WORKS ASSOCIATION

AMERICAN SOCIETY FOR TRAINING AND DEVELOPMENT
AMERICAN SOCIETY OF CHEMICAL ENGINEERS

AMERICAN SCGCIETY OF CIVIL ENGINEERS

AMERICAN SGCIETY OF MECHANICAL ENGINEERS

AMERICAN SOCIETY OF SAFETY ENGINEERS
AMERICAN NATIONAL STANDARDS INSTITUTE

ARGUS INVESTORS COUNSEL

ASSOCIATION FOR FINANCIAL PUBLIC RELATIONS

LOUISVILLE GAS AND ELECTRIC COMPANY
EMPLOYEE MEMBERSHIPS IN CLUBS, ASSOCIATIONS AND PROFESSIONAL ORGANIZATIONS

FOR THE 12 MONTHS ENDED 04/30/08

NATURE OF ORGANIZATION / ASSOCIATION

An orgamzation that protects and promotes the well-being of advertising through a negwark of
adverusers, agencies, media companes, [ocal advenising clubs and college chapters.

An ergastzation for data center professionals.

A nanprofit, nenpartisan envisonmental professtonal organization promoting global envirermental
responsibility and increased effectivencss of organszations to inake critical decisions that benefit
soclety.

A national representanve of the legal profession, senang the public and the profession by promotng
justece, professional excetlence and respect for the Taw.

A board for improvement i the practice and educational standards of the profession of indusirial
hygieas.

A congressionally charered independent membership organszation whicls represents professionals at
2l degree levels and in alt ficlds of chemustry and sciences that involve chemisiry.

An association that advances the management and use of coal combustian products & ways that are
environmentaliy sesponsible, echaeally sound, commercially competitive and more supporuve of a
sustmaable global com Y.

A council that advances the management and use of coal combustian products in ways that are
enviranmentally responsible, techaucally sound, commerciatly compgtitive and more supposiive ofa
sustanable global communiry.

An advocate for natural gas wifity compames and therr customers whith provides a broad range of
programs and services for member natural gas pipelines, marketers, gatherers, nternatonal natwral
gas companies and industyy associates.

An international assogiison serving the needs of orcupational and envireamental healti
professionzls practicing mdustrial hygene industry, gevernment, Jabor, academic mstituions, and
mdependent organszations,

A natianal, professionaf organization for afl Centified Public Accountants.

An assoctaitons that provides managers and their organszaions worldwide with the knawledge,
skitls and 106ls they need to improve business perfbrmance, adapt 1o a changng workplace and
prosper i a complex and compelitive business world.

A non-profit educations! seciety for resource management, offenag related educational programs.

A scrientific and professional organization that represents psychology m the United States.

A association to advance the public pelicy mterests of its members and thewr consumers, and
provide member services (o ensire adequate, veliabic electricaty at a reasenable price with the proper
protection of the environment.

An smiemational educational and professional association of public agencies, private seetor
companses. and individuals dedicated 1o providing high qualiry public works goods and services.
The warld's jcading associatien of workplace learming and performance professionals, formmg a
world-class community of practice.

The world's leading organization for chemical engineening professionals

A soctety 10 position engincers as global leaders building & better quality of life.

A socsety that promotes the art, science and practice of mechanzcat and multidisciplinary
engmeenng und allied sciences around the plobe.

A professional safety ergamzation.

A premier source for umely, relevant, acnionable informatzon on national, regzonal. mtemational
standards and conformuty assessment 155465,

Ar organszation that specializes n equity investment managemant for inststutionst and pmvaie
$RVESIONS.

An ussocsation representing a broad speciram of the treasury and finance profession.
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LOUISVILLE GAS AND ELECTRIC COMPANY

EMPLOYEE MEMBERSHIPS IN CLUBES, ASSOCIATIONS AND PROFESSIONAL ORGANIZATIONS

ORGANIZATION / ASSOCIATION
ASSOCIATION OF AMERICAN RAILROADS

ASSOCIATION OF CERTIFIED FRAUD EXAMINERS
ASSOCIATION OF CORPORATE COUNCIL

ASSOCIATION OF ENERGY ENGINEERS
ASSOCIATION OF RECORDS MANAGERS & ADMINISTRATORS
BLUEGRASS KIWANIS CLLE

BLUEGRASS SOCIETY FOR HUMAN RESOURCES
BUSINESS DIVERSITY NETWORK

CHARTERED FINANCIAL ANALYST INSTITUTE
COAL UTILIZATION RESEARCH COUNCIL
COMPUTER SECURITY INSTITUTE

CORPORATE EXECUTIVE BOARD

DEFENSE RESEARCH INSTITUTE

DISTRICT OF COLUMBIA BAR

EDISON ELECTRIC INSTITUTE

ELECTRICAL POWER RESEARCH INSTITUTE

EMPLOYEE BENEFIT INSTITUTE OF AMERICA
ENERGY BAR ASSOCIATION

FINANCIAL EXECUTIVES INTERNATIONAL

FORENSIC CERTIFIED PUBLIC ACCOUNTANT SOCIETY
GREATER LOUISVILLE INC

HODGENVILLE ROTARY CLUB

HOME BUILDERS ASSOCIATION OF LOUISVILLE
INDUSTRIAL ASSET MANAGEMENT COUNCIL

INFORMATION SYSTEM AUDIT & CONTROL ASSOCIATION! IT GOVERNANCE INSTITUTE

INFORMATION SYSTEM SECURITY ASSOCIATION
INSTITUTE FOR HAZARDOUS MATERIALS MANAGEMENT

INSTITUTE FOR SUPPLY MANAGEMENT
INSTITUTE OF CERTIFIED MANAGEMENT
INSTITUTE OF ELECTRICAL & ELECTRONICS ENGINEERS

FOR THE 12 MONTS ENDED 04/30/08

NATURE OF ORGANIZATION / ASSQCIATION

An association sommitted to keepmg the rilroads of North Amenca safe, fasi, efficieny, clean, and
technologcally advunced

A pravider of siti-fraud trmming and education.

An orgamization that serves the prefessienal needs of attorneys who practice tn the legal
departmenis of corporations and pravale sector.

A nanprofis professional sociery prometing the seientific and educational interests of those engaged
1n the energy ndustey.

A not-Tor-profit professronal assacraton for tecords and information managess and related fndustry
practitioners and vendors.

An orgamzatzon of volunteers dedicated to changing the world, one child and one communiy at a
fime.

A sacicty existing 1o serve the needs of HR professionals by providing the mast essential and
comprebienssve resousces available.

A mevwrosk that shares sesources aand develops nitiatives that address o range of human resource
IS5UCS,

A giobal, not-for-profit association of investment professionals that awards the CFA and CEPM
dessgnations.

An industry advocacy group that promaetes the efficient and envrronmennify-sound use of coal.

An argamization for tnforsmation, computer and network sccurity professionals.

A network for jeaders of e world's largest public and private orgasizations.

An orgamzatien 10 improve the knowledge and ability of defense attorneys.

Exists o provide serviees to the legal profession, the cousts, and the communty.

An asscoiatren of sharchalder-owised electne companies.

An sustitute that conducts researeh and development o technology, operations and the eaviroament
for the global elecine power,

An organizatien for all whe plan, administer, or advise on emplovee benefits ssues.

A non-profit voluntary associasien of atiomneys, non-sltomey prefessronals, and students, whose
fussion i to promote the professionat exceilence and ethical integnty of its members.

An asseciation for CFQs and other semor finance execubives.

A society o promote excellence m the forensic accounting profession.

An orgemizatson of busimess nnd professional peopie who work tegether to energetically buitd and
susiam a beller commumy.

An orgamzatien of business and professional peaple who work together to energetically build and
sustam a better communty.

A professional trade assocsation.

An associatron of indsstrial asset management and carporate real estate exccutives, thewr suppliers
and service providers, and ceonemic developers,

An associzuos of 15 professionals dedicaizd 10 the aadit. controf, and secunty of information
systems,

A not-far-profit, intemational erganszation of information security profesmonals and praciitionets.
An mstiute that admimsters the Cenified Hazardous Materials Practitioner {CHMP}and Hazardous
Malerials Manager-in-Trainng {(HMMT).

An mshitute 10 educate, develop, and advance the purchasing and supply managessent profession.
An mstrtute that provides management waiung and centificaon.

An internztional aon-profit, professional organization for the advancement of technology related to
electnicyy. )
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LOUISVILLE GAS AND ELECTRIC COMPANY

£MPLOYEE MEMBERSHIPS IN CLUBS, ASSOCIATIONS AND PROFESSIONAL ORGANIZATIONS

ORGANIZATION / ASSQCIATION
INTERNATIONAL ACCOUNTS PAYAJLE PROFESSIONALS

INTERNATIONAL ASSOCIATION OF ADMINISTRATIVE PROFESSIONALS
INTERNATIONAL ASSOCIATION OF BUSINESS COMMUNICATORS
INTERNATIONAL ECONOMIC DEVELOPMENT COUNCIL
INTERNATIONAL ENERGY CREDIT ASSOCIATION

INTERNATIONAL FACILITY MANAGEMENT ASSQCIATION
INTERNATIONAL RIGHT OF WAY ASSOCIATION

INTERNATIONAL SYSTEM SECURITIES ASSOCIATION
KEMA 8¢

KENTUCKIANA MINORITY BUSINESS COUNCIL

KENTUCKY ASSOCIATION FOR ECONOMIC DEVELOPMENT

KENTUCKY ASSOCIATION OF MANUFACTURERS

KENTUCKY BAR ASSOCIATION

KENTUCKY CERTIFIED COMMERCIAL INVESTMENT MEMBER CHAPTER

KENTUCKY COAL ASSOCIATION

KENTUCKY DEFENSE COUNSEL
KENTUCKY GAS ASSCCIATION
KENTUCKY INDUSTRY LIAISON GROUP

KENTUCKY JUSTICE ASSOCIATION

KENTUCKY SOCIETY OF CERTIFEED PUBLIC ACCOUNTANTS
KENTUCKY TREASURY MANAGEMENT ASSOCIATION

KENTUCKY WOMENS FORUM
LEADERSHIP KENTUCKY FOUNDATION
LEARERSHIF LOUISVILLE FOUNDATION
LEXINGTON COAL EXCHANGE
LEXINGTON LIONS CLUB

LOUISVILLE BAR ASSOCIATION

LOUISVILLE COMPENSATION ASSOCIATION

LOUISVILLE EMPLOYEE BENEFITS COUNCIL

LOUISVILLE FORUM

LOUISVILLE SQCIETY FOR HUMAN RESOURCE MANAGEMENT
LOUISVILLE URBAN LEAGUE

MEETING PROFESSIONALS INTERNATIONAL

MIDWAY COLLEGE

FOR THE 12 MONTHS ENDED 04/36/08

NATURE OF ORGANIZATION / ASSOCIATION

A non-profit orgamzation commitied to the advancement of Accounts Payable Professionsls and the
argunszatons they sapport,

An associstion o help admimistrative professionals enhiance therr skills.

An association thal provides a prefessienal network for business commusmcation professionals.

A non-profit membership ergamzation dedicated to helping economuc developers.

An ntemational industry credit associntion sn the United States.

A professional assoczation for facility management.

An association for professional development, unproved service 1o empioyers and the public, and
advancements witlin the right of way profession.

An unbiased thirg party made up solely of secunty practitioners.

A commercisl enterpnise, specielizang 10 highegrade techrueal consuitancy. inspectian, festing ard
certification.

A direct link betweea corporate Amenca asd minority-owned businesses.

An assocsation for te econannc and commumty development of Kentucky.

A statewide associanon dedicated to a better business, 1ax and labor climate.

An independent agency of the Supreme Count of Kentucky,

Af mstituie 1o eahance the professional develop of these engaged in commercial-investment
real estate.

At nssoctation to suhance the sbility of the Kentucky coal industry to compeic m domestic and
wotld coal maskets.

An organization that strives to mcrease the quality of legat services,

An associstion for neturad gas education and assocsation information.

A group to strengthen the impostant, vital selationship between the contractor commusuty and the
Department of Labor's Office of Federal Contracts Compliance Programs.

An association pratecting the health and safety of Kentucky familics. enhancing consumer

protecisen .

A professionn} organizstion for all Certified Public Accountants.

A neaprofit group whose purpose 15 (0 promete professtonai and educatzonal devetopment i the
fields of finance and treasury,

A forum dedicated to the advancement of women at work,

A non-profil educanonal crgamzation.

A non-profit edecatiopal erpamzation.

A natonad assecintion for manefaciurers’ agents.

An argamzatron that strives to meet the needs of communities on a focal ard global scale.

A representative of the legal profession, serving the public and the profession by promoung justice,
professtonal excellence ard respect for the law.

A prafessionni organszation whase mussion 15 1o enhance the expeilise of gur members and advance
\he art and seence of 1oial compensalion TManRgement.

A forum for the exchange of information and ideas among professionals n the field.

A forum providing an arena for the presentation and analysis of vital issues affectng the Lowsvilie.
A society commtied to excelience in the practice of human resousce management.

A nonprofit, nonpartisan. mieTacial community Scrvice orgamzation dedicated ta she climmaton of
racism.

A professional membershvip orgamzation for corperate, asseciation, and independent meeting
planners.

A women's only coflege i1 Kentucky.
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2200
i58.40

80.00

Attachment to Response to AG-I Question No. 74
Page 3 of 5

Charnas



LOUISVILLE GAS AND ELECTRIC COMPANY

EMPLOYEE MEMBERSHIPS IN CLUBS, ASSOCIATIONS AND PROFESSIONAL ORGANIZATIONS

ORGANIZATION / ASSQCIATION

MIDWEST ENERGY ASSOCIATION

MIDWEST INDEPENDENT SYSTEM OPERATOR INC

MUNICIPAL ELECTRIC POWER

NATIONAL ASSOCIATION FOR LEGAL PROFESSIONALS
NATIONAL ASSOCIATION OF CORPORATE TREASURERS
NATIONAL ASSOCIATION OF PURCHASING CARD PROFESSIONALS

NATIONAL ASSOCIATION OF RADIO & TELECOMMUNICATIONS ENGINEERS

NATIONAL ASSOCIATION OF REGULATORY UTILITY COMMISSIONERS
NATIONAL AUTOMATED CLEARING HOUSE ASSCCIATION
NATIONAL BLACK MBA ASSOCIATION

NATIONAL SAFETY COUNCIL
NATIONAL SECURITY INSTITUTE
NORTH CAROLINA COAL INSTITUTE INC

OHIO RIVER BASIN CONSORTIUM

PROJECT MANAGEMENT INSTITUTE

PUBLIC RELATIONS SOCIETY

SAM'S CLUB

SOCIETY FOR HUMAN RESOURCE MANAGEMENT

SOCIETY FOR INDUSTRIAL ORGANIZATIONAL PSYCHOLOGY

SQCIETY FOR TECHNICAL COMMUNICATION

SOCIETY OF CORPORATE SECRETARIES & GOVERNANCE PROFESSIONALS
SOCIETY OF WOMEN ENGINEERS
SOUTHEASTERN ASSOCEATION OF COLLEGES AND EMPLOYERS

SOUTHERN COALS CONFERENCE INC

SOUTFHERN ECONOMIC DEVELGPMENT COUNCIL
SOUTHERN GAS ASSOCIATION

STATE BAR OF TEXAS

SUPREME COURT OF GHIO

TAX EXECUTIVES INSTITUTE

THE AUDITING ROUNDTABLE

THE CENTER FOR INTERNET SECURITY

THE FLORIDA BAR
THE INSTITUTE OF INTERNAL AUBITORS

FOR THE 12 MONTHS ENDED 04/30/08

NATURE OF ORGANIZATION / ASSOCIATION

A nonprofit network for shanag ideas. resources, and information with individuals, businesses. and
communitics.

An independent, nonprofit org 1on that supports the constan: availability of clectncsty,

A city-owned power companses of Kentucky,

An associatien for legal professionals,

A professional assocration of treasurers,

An asseciation that cducstes purchasing-card professionals, and establishes and comnzn:cates
stondasds,

A nan-profit, professional orgamzauen which cedifies quaiified engineers and techmcians in the
fields of Telecommumications, Electromagnenc Compatibility/Interference (EMC) and Electrostane
Discharge (ESD) control.

An association compnsed of the Commusstoners from utility regulatory bodies 1n gach state.

A nat-for-prafit association that gversces the Awtomated Cleanng House (ACH) Network.

A nonprofit professional organizanon which stnives for educational and economic growih for the
African-Amencan community.

A ceuncil that provides information on many safety, heafth and environmental topics.

An stitute that provides industry and preduct news, compater alerts, and travel advisaries.

Af mstitute preserving and promotng the worldwide coal industry. enriching ceal knowiedge, and
stespiring coal suppen for the fulure,

An assocsation af umiversities, colleges, governmental agencies, industnes, and individuals: misston
15 10 promote tter-nstiunonel research, educanon and information exchange wn water-related
concerns.

An organization for project
A professionzal argamzation of public refations specialists.

A retail store offenng :s members exclusive values, services and merchandise.

A soCiety that advances the human resource profession.

A soctety focused on strengthening the practice and science of 1-0 psychelogy to improve the
effectiveness of organszations,

An individual membership orgamzanen dedicated to advanciag the ars and sciences of techmcal
COMEAELALEOLION,

A professional associatson of corparate secretanes.

An erganszation that stunelates women 1o achieve full potentind in caseers as engmeers.

An erganszation of human resousce, college refsuons, and carcer services professicnais representng
employers and urversities throughout the southeast.

An informal forum in which cosl sales executives meet and exchange views on the market and the
business esvironment in general.

A regional economuc development association.

An assocation that provides a cost-effecnive vehicle for promoting the increased use of aatural gas.
An adminestrative agency of the judicinl branch tn Texas.

Provides cowrt mformatsen with judiciary and legal resources.

A non-profis mternatsonal association of business ¢xecutsves responsible for the tax affaiss,

A professiona! organizatton dedicated to the develepment and professtonnd practice of
envaronmental, health, and safety (EHS) audising.

A non-profs enterprise whose messon 16 (o help orgamzztons seduce the tisk of business and ¢-
commerce.

An admimistrative agency of the judicial branck in Florida.

An international professional assocranon for auditors,

nent prgﬁ:ssn i3

ELECTRIC

6,541.94

Irise
66,00
32.29

175.50

22008

30.57

1005
234
47.34

1,527.9%
41552
111.66

39.60

4546
390.35
26.00
346.72
17.38

144.30
375.06
47.50
36.64
255.60
86.80
160.46
125.58
157.60
3148
341523

134.05
513.23

GAS

98.70

9.1%
49.50
62.07

13.35

357.47
117.2¢

14.00

12.0%
119.61
265.00

6129

4.99

40.70
102.74

10.33

23.20
14,500.00
28.34
35.42
42.10
14.52

96327

14,35
144.76

TOTAL
6,541.94

470 00
66,00
4140

22590

28215

38.70

12.72
28.64
60.69

1.885.46
33292
i11.66

50.00

37.53
509.96
285.00
408.01

2228

185.06

478.40
47.50
46.97

25506

110.00
§4,500.00
128.80
16£.00
200.00
66.00

4,378.59

133.49
057.9%
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ORGANIZATION / ASSCQCIATION

THE LAW CLUB
UTILITIES TELECOM COUNCIL

UTILITY COMMUNICATORS

VIRGINIA STATE BAR
WATERWAYS COUNCIL INC

WESTERN KENTUCKY COAL ASSOCIATION
WORLD AT WORK

LOUISVILLE GAS AND ELECTRIC COMPANY
EMPLOYEE MEMBERSHIPS IN CLURBS, ASSGCIATIONS AND PROFESSIONAL ORGANIZATIONS

FOR THE 12 MONTHS ENDED 064/30/08

MNATURE OF ORGANIZATION / ASSOCIATION

A club that provides education of law and related topics.

An advocaie of utility telecommunications interests and a resource tn techneat, legal and regulatory
maztzers associated with telecommunications.

An organszaton ficlping the professional cominumicator increase therr knowledge and uaderstanding
of the srdustry.

An admimstrative agency of the judicinl branch in Virgsna,

A national public policy organization that advocates for a properly funded and well-mamntamed
system of infand watenways and ponis.

A united cffor of coal companes and coal industry suppliers.

A suppont software for personal computers designed to help peopic with disabilities, advocates,
benefit counselors, and others explore and understand how ta best use the work sncentives
assoctated with the vanous Federal and State disability and poverty benefit programs.

ELECTRIC

44.80
4,142.81

237792

44.85
6.248.87

1.163.13
161.46

GAS

13.20
116848

70.28

TOTAL

60.00
5,311.29

308.00

57.5¢
6,248.87

FE63.13
207.06

5 917,615.20

5 144,488.72

5 1,862,103.92

Attachment to Response to AG-1 Question No. 74
Page S of 5

Charnas






Q-75.

A-75.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 75
Responding Witness: Shannon L. Charnas

Separately for the Company’s gas and electric operations, please provide a
description and the associated dollar amounts of all expenses booked in the
above-the-line test year results relating to:

Employee gifts and award banquets,
Social events and parties,

Other employee related social expenses,
Charitable contributions, and

Fines and penalties.

oo o

a.-c¢. LG&E does not maintain the level of detail requested by employee gifts
and award banquets, social events and parties, and other employee related
social expenses. See attached schedule of these expenses on a combined
basis.

d. See response to PSC-1 Question No. 32 for charitable contributions
booked to above-the-line accounts in the test year.

€. Refer to the response to Question No. 77 for expenses related to fines and
penalties.



ACCOUNT

300900
506100
306100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
306100
306100
506100
506100
506100
306100
506100
506100
306100
306100
306100
306100
306100
506100
366100
506100
306100
306100
306100
506100
566100
506100
506100
506100
306100
506100
506100
506100
506100
506100
506100
306100
506100
506100
506100
506100

ELECTRIC

5 4149
60.78
1,012.50
200.060
250.00
360.60
300.00
375.00
500.00
625.00
802.03
587.50
25212
364.88
522.50
175.00
375.00
125.00
1,840.63
2,062.77
2,261.32
2,445.09
7.721.65
2,795.32
315.00
931.00
99.98
199.96
524 87
66978
207 64
307 .64
61.94
353.65
534.68
1,705.00
367.50
3,226.17
396 20
63552
250.00
750.00
625.00
950.00
521.14
250.060
375.00
75.0G0
375.00
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LOUISVILLE GAS AND ELECTRIC COMPANY
EMPLOYEE EVENTS
FOR THE 12 MONTHS ENDED 04/30/08

GAS TOTAL

- £ 4149
- 60.78
. 1,012.50
- 200.00
. 25060
- 36000
- 30000
- 375.00
- 500.00
- 625.00
- 802 03
- 58750
- 25212
- 364 88
- 522,50
- 175.00
- 375.00
. 12500
- 1,840.63
- 2,062.77
- 2,261.32
- 2.445.09
- 7,721 .65
- 2,79532
. 315.00
- 931.00
- 99.98
- 199.96
- 324 87
- 669.78
- 207.64
- 307.64
- 61.94
- 353.65
- 334.68
- 1,705.00
- 307.50
- 3,226.17
- 596.90
- 635.52
- 250.00
- 750.00
- 625.00
- 950.00
- 52114
- 250.60
- 375.00
- 75.00
- 375.00

DESCRIPTION

FTD*FID.COM #651038
A TASTE OF KENTUCKY #095471
AMERICAN FLAG & BANNER #093471
BASS PRO ONLINE #095471
BASS PRO ONLINE #366182
BASS PRO ONLINE #366182
BASS PRO SHOPS #062320
BASS PRO SHOPS #062320
BASS PRO SHOPS #095471
BASS PRO SHOPS #366182
CENTERPLATE
COFFMANS
CRACKER BBL. # 800 (INT #095471
CRACKER BBL. # 800 (INT #093471
DARDEN GC CORPOG009514 #095471
DICK'S CLOTHING&SPORT] #062320
DICK'S CLOTHING&SPORT] #062320
DICK'S SPORTING GOODS #095471
DIVERSITY ADVENTURES [ #0954 71
DIVERSITY ADVENTURES | #095471
DIVERSITY ADVENTURES | #095471
IIVERSITY ADVENTURES | #095471
DIVERSITY ADVENTURES | #095471
DOUBLE DOG DARE #366182
DUFFEL BAGS.COM #366182
DUFFEL BAGS.COM #366182
EXPLORATRACK #366182
EXPLORATRACK #366182
EXPLORATRACK #366182
EXPLORATRACK #366182
FAMOUS DAVE'S OF AMERI #366182
FAMOUS DAVE'S OF AMERI] #366182
GODIVA CHOCOLATES #2350 #0954 71
GOOGLE *EXPLORATRACK #366182
GOOGLE *EXPLORATRACK #366182
JPMORGAN CHASE BANK\28-APR-2008 12:39 LUTL
KROGER/FM GFT CDS #821 #095471
LABSAFE*1009910179 #366182
LABSAFE* 1010934957 #366182
LOWES #00705*% #366182
LOWES #02245* #093471
LOWES #02542* #062320
LOWES #02542* #366182
LOWE'S #2542 #062320
LOWE'S #705 #366182
LOWE'S #747 #366182
LOWE'S #747 #366182
MCDONALDS FI16 Qi7#095471
MEHNER INC #167 Q01 #366182



ACCOUNT

506100
506100
506100
506100
506100
506100
506100
506100
306100
506100
506100
506100
506160
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
506100
306100
506100
306100
506100
506100
506100
506100
506100
562100
566100
366900
580100
580100
380100
580100
380100
580100
580100
380100
582100
582100

ELECTRIC

100 00
13674
637.06
47432
987.62
332.01

75.00
(10000}
160 00
486.00
250.00
300.00
375.00
638.70
160.00

56,19
383.95
301.95

1,093 85

279.08
(125.00)
300.00
254 40
304.40
504.40
754.40
375.00
625.00
375.00
11000
280 00
199 80
445 55
765.00

2,314.72

3,515.40
251.90

1,503.60
125.00
425.00
450.00

12.50
74.25
24308
55.62
79.57
39.56
1,067.92
23.31
75.74
926.97
52.80
12.50
12.50

GAS TOTAL

. 100.00
. 136.74
. 637.06
. 474 32
- 987.62
. 332.01
. 75.00
. (100.00)
; 160 00
. 486.00
. 250.00
. 30000
. 375.00
. 638.70
. 160.00
. 56.19
. 38395
. 301.95
. 1,093.85
. 279.08
. (125.60)
; 300.00
. 254.40
. 304 .40
. 504 .40
. 754 40
. 375.00
. 625.00
; 375.00
. 110.00
; 280.00
; 199.80
. 445.55
; 765.00
. 231472
. 3,515.40
. 251 .90
- 1,503.60
. 125.00
. 425.00
. 450,00
. 12,50
. 74,25
. 243.08
. 55.62
- 79.57
. 39.56
- 1,067.92
. 23.31
. 75.74
. 926.97
. 52.80
. 12.50
. 12.50
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MEHER INC #983 QO #366182
METRO BOWLING SERVIC #095471
MPC PROMOTIONS LI.C

MSC/I&L INDUSTRIAL SUP #366182
MSC/I&L INDUSTRIAL SUP #366182
MYR*MYRON MANUFACTURIN #366182
O'CHARLEY'S #235 #062320
O'CHARLEY'S #2335 #062320
ORIGINAL RESTAURANTS #09547]
ORIGINAL RESTAURANTS #095471
OUTBACK #1523 #062320
OUTBACK*GIFT CERTIFICA #366182
OUTBACK*GIFT CERTIFICA #366182
OUTBACK*GIFT CERTIFICA #366182
PRESTON CROSSI0003822 #0954 71
PRINTING SOLUTIONS #093471

RED LOBSTER GFT CRD #366182
RED LOBSTERS3100009514 #366182
RED LOBSTERS5100009514 #366182
SANDIA MARKETING LLC #366182
TEXAS RDHSE HOLDINGS L #062320
TEXAS ROADHOUSE/FCI GC #095471
TEXAS ROADHOUSE/FCI GC #366182
TEXAS ROADHOUSE/FCI GC #366182
TEXAS ROADHOUSE/FCE GC #366182
TEXAS ROADHOUSE/FCI GC #366182
THE HOME DEPQOT 2002 #062320

THE HOME DEPOT 2002 #366182

THE HOME DEPOT 2301 #366182
TRADERS INTERNATIONAL #366182
TRADERS INTERNATIONAL #366182
UNITED TEXTILE SUPPLY #366182
UNITED TEXTHLE SUPPLY #366182
WALMART COM INTERNET #366182
WALMART.COM #093471
WALMART.COM #095471
WALMART.COM #366182
WALMART.COM #366182

WENDY'S #0205 Q25 #095471

WM SUPERCENTER #062320

WM SUPERCENTER #062320
WALGREENS #4216 Q03 #944577
W SUPERCENTER #668253
LOUISVILLE GS/ELEC/ #166769
KENTUCKY STATE TREASURER - SALES TAX
BRISTOL BAR & GRILL DO #175007
DOOZIE S FLORAL CREA #175007
BOUBLE DOG DARE #175007
MACY*S SOUTH #0008 #175007
PROMOTIONS UNLIMITED #175007
SELCO CUSTOM TIMES COR #175007
VON MAUR OXMOOR 26 #175007
OUTBACK #1813 #944577

TEXAS RDHSE HOLDINGS L. #944577


http://WAL.MART.COM
http://WAL.MART.COM
http://WALMART.COM

ACCOUNT

582100
582100
582100
582100
586100
586100
588100
588100
588100
588100
593004
818100
818100
818100
874001
876100
876100
876100
876100
876100
876100
876100
876100
876100
876100
876100
876100
876100
876100
876100
880100
880100
880100
880106
880100
880100
880100
880100
880100
887100
887100
887100
887100
887100
887100
903007
503022
903023
903023
903025
903025
903030
903930
903930

ELECTRIC

12.50
12.50
12.50
37.50

(27.00)
(9.00)
29.64

950.00

350.00

903.59

175.00

(51 95)
(1.75)
{1.75)
(3.51)
(1.75)
(3.51)

160.88
(70.20)
(78.00)

GAS

41.34
50.00
37.06

1,153.76
69.35
77.94
20.66
5597
6145
78.34

240 41
329.34
171.00
4.68
992
3533
53.00
9568
1405
53.98
77.23
38.39
1,036.51
950.00
23.31
7351
899 71
51.25
30.00
500.00
250,00
150.00
500.00
400.00
(14.65)
(0.50)
(0.50)
(0.99)
(0.50)
(0.99)
45.38
(19.80)
(22.00)

TOTAL

12.50
12.50
12.50
37.50

(27.00)
(9.00)
29.64

950.00

350.00

903,59

175.00
41.34
50.00
37.06

1,153.76
69.35
77.94
20.66
55.97
61.45
78.34

240 41

329.34

171.00

4.68
9.92
3533
53.00
95 68
14.05
53.08
77.23
3839

1,036.51

950.00
23.31
73.51

899.71
51.25
30.00

500.00

250.00

150.00

500.00

400.00

(66.60)
(2.25)
(2.25)
(4.50)
(2.25)
(4.50)

206.26

(90.00)

(100.00)
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THE HOME DEPOT 2307 #944577
WALGREENS #4216 Q03 #944577
WALGREENS #4216 Q03 #944577
WAL-MART #5417 #944577

COURIER JOURNAL CIRC #062155
COURIER-JOURNAL CIRC #062155
KRISPY KREME LOUISV] 0 #050621
LOUISVILLE BATS #016928
(rcharley's #242 #050621

SMOKY MOUNTAIN KNIFE W #05062!
DICK'S CLOTHING&SPORTI #110343
STOUTS BUILDING CENTER #333026
THE HOME DEPOT 2313 #333026
WAL-MART #0589 #533026

DOUBLE DOG DARE #357942
KENTUCKY STATE TREASURER - SALES TAX
CHAIN SAW WORL.D #035879
CHOCTAW - KAUL DISTRIB #035879
CHOCTAW - KAUL DISTRIB #035879
CHOCTAW - KAUL DISTRIB #033879
CHOCTAW - KAUL DISTRIB #035879
CHOCTAW - KAUL DISTRIB #035879
CHOCTAW - KAUL DISTRIB #035879
ESSILOR LAB OF AMERICA #035879
KAUL GLOVE COMPANY #035879
KAUL GLOVE COMPANY #035879
KAUL GLOVE COMPANY #035879
KAUL GLOVE COMPANY #035879
KAUL GLOVE COMPANY #035879
WAL-MART #0589 #035879
KENTUCKY STATE TREASURER - SALES TAX
BRISTOL BAR & GRILL DO #175007
DOOZIE S FLORAL CREA #175007
DOUBLE DOG DARE #175007
LOUISVILLE BATS #016928

MACY*S SOUTH #0008 #175007
PROMOTIONS UNLIMITED #175007
SELCO CUSTOM TIMES COR #175007
VON MAUR OXMOOR 26 #175007
57511/29-JAN-2008 14:45 LUTL/251
BASS PRO SHOPS #611065

LOWES #02542* #82425]

MEHER INC #166 QOI #82425]
WAL-MART #1476 #824251

WM SUPERCENTER #824251

TYLER MOUNTAIN WATER C#112618
COURIER JOURNAL CIRC #847847
COURIER JOURNAL CIRC #847847
COURIER JOURNAL CIRC #847847
COURIER JOURNAL CIRC #847847
COURIER JOURNAL CIRC #847847
Trompeter

WM SUPERCENTER #743664
WAL-MART #2628 #767702



ACCOUNT

933930
905003
905003
921002
921003
8921003
§21003
021003
921003
921003
821003
$21003
021003
921003
021962
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921902
921903
921903
921903
921903
021903
921903
921903
921903
921903
921903
921903
921903
921903
921903
921903

ELECTRIC

74.98
(1.75)
(3.51)

1.02
(1.51)
(25.13)
570.77
(1.86)
(18.24)
(11.08)
8.36
25925
(1.64)
9.44
1.90
2.34
17.84
(38.92)
31.50
165.58
39024
34.00
45.59
2259
11115
15.69
(16 13)
81271
148.21
66 91
3159
41.34
3.58
151.03
13.75

(154.61)
34.37
50,77
25.89
(2.14)

(35.77)
(4.64)

(210.74)

(9.19)
(16.79)
(19.22)

(616.86)
(6.41)
(9.44)
(0.67)
(8.97)

(23.77)
(10.20)
(52.81)

3135
442
(4.55)
22922
41.80
18,87
891
11.66
0.98
41.12
3.74
(42.10)
9.36
13.82
7.05
(0.61)
(10.09)
(1.31)
(59.44)
(2.59)
(4.73)
(5.42)
(173.99)
(1.81)
(2.66)
(0.19)
(2.53)
(6.70)
(2.88)
(14.90)

TOTAL

9540
(2.25)
(4.50)
£31
(1.93)
(3222
73176
(2.37)
(23.20)
(14.10)
10.64
329.84
(2.09)
12.01
1.90
2.34
17.84
(38.92)
31.50
165.58
390.24
34.00
45.59
22.59
142.50
20.11
(20.68)
1,041.93
150.01
85.78
40.50
53.00
4.56
192,15
1749
(196.71)
4373
64.59
32.94
(2.75)
(45.86)
(5.95)
(270.18)
(11.78)
(21.52)
(24.64)
(790.85)
(8.22)
(12.10)
(0.86)
(11.50)
(30.47)
(13.08)
(67.71)
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AWARDS CENTER #743789

COURIER JOURNAL CIRC #847847

COURIER JIOURNAL CIRC #847847
KENTUCKY STATE TREASURER - SALES TAX
KENTUCKY STATE TREASURER - SALES TAX
LANDSENDBUSINESS #5071 14
LANDSENDBUSINESS #3507114
KENTUCKY STATE TREASURER - SALES TAX
LANDSENDBUSINESS #507114

LEI*LANDS END CLOTHING #507114
CHURCHILL DOWNS ADMISS #5071 14
CHURCHILL DOWNS ADMISS #307114
LANDSENDBUSINESS #507114
LANDSENDBUSINESS #5071 14
KENTUCKY STATE TREASURER - SALES TAX
DIVERSITY ADVENTURES 1 #721377
DIVERSITY ADVENTURES 1 #721377
DIVERSITY ADVENTURES 147213717
EXCHANGE CATALOG/ONLIN #721377
GLASSWORKS GALLERY #721377
LADYFINGERS CATERING I #721377
WAL-MART #3294 #721377

WAL-MART #3294 #721377

WAL-MART #5418 #721377

WAL MART #9%1924

BEE LINE COURIER SERVI #991924
COD PER M HAYCOX

DIVERSITY ADVENTURES I #991924
DOUBLE DOG DARE #796538

KT'S RESTAURANT INC #461909

TARGET 00020685 #796538

WM SUPERCENTER #796338

ALEXISLOBBY SHOP #796538

TARGET 00020685 #461909

BEARNO'S PIZZA BY THE #796538
CORRECT ACCT

DIVERSITY ADVENTURES 1 4209064
DIVERSITY ADVENTURES I #461909
OCCUPATIONAL PHY SVCS #209064
KENTUCKY STATE TREASURER - SALES TAX
BCD TRAVEL GERMANY GMBH

CEDAR GROVE CNTRY 5Q39 #674603
CHURCHILL DOWNS ADMISS #674603
DUSSELDORI MARKETING AND TOURISMUS GMBH
ERMIN'S FRENCH BAKERY #806537
HALLMAREK COM #806537

HELP DESK INSTITUTE #674736

JAY CFOODS #81 SL9#007380
KENTUCKIANA FOOD SVC #674603

KROGER #728 SLY #674603
KROGER #728 S5L9 #674603
KROGER #743 SL9 #806537
KROGER #753 SL9 #323044

MELJER INC #1656 Q01 #674728


http://HAL.L.MAN.COM

ACCOUNT

921903
921903
921903
921503
921903
921903
921903

TOTALS

ELECTRIC

{34.76)
{150.54)
{65.34)
{56.40)
{56 40)
(2.40)
1,428.16

5 69,699.51

GAS

(9.80)
(42.46)
(18.48)
(15.91)
(15.91)
(0.68)
388.84

% 821922

TOTAL

(44.56)
(193.00)
(84.02)
(72.31)
(72.31)
(3.08)
1,817.00

$77,928.73

Attachment to Response to AG-1 Question No. 75
Page S of 5

Cha
DESCRIPTION rhas

PAPA JOHNS 81 #007380

SEMINARS NAT'L/PADGETT #674736
STONEYBROOK28800002Q74 #806537
UNIVERSITY OF LOUI #674736
UNIVERSITY OF LOUL #674736
WHITE CASTLE 060015Q84 #674603
CHURCHILL DOWNS ADMISS #160721






Response to AG-1 Question No. 76

LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2008-00252
CASE NO. 2607-00564

Page 1 of 2
Charnas

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

Question No. 76

Responding Witness: Shannon L. Charnas

Q-76. With regard to employee moving expenses, please provide the following
information:

a.

A-76. a

Separately for the Company’s eleciric and gas operations, provide all
employee moving expenses included in the above-the-line test year expenses.
Provide these moving expenses in total, as well as broken out by specific
employee move with brief descriptions of the purpose of each employee

move.,

Actual employee moving expenses booked in each of the years 2004 through
2007, separately for electric and gas operations.

Moving expenses included above the line in the test year are $25,145.19 in
electric expenses and $2,573.22 in gas expenses.

LG&E Reason

Ryan Blackburn  New Hire
Jenny Skaggs New Hire
Matthew Helms  New Hire

Fred Ninotti New Hire
Leisha Sexton Location Change
All others Various

Total

Amount

Electric Gas
$ 235764 3 66498
1,826.03 54324
15,860.40 000
1,475 55 414.77
3,375 82 91904
150.05 3119

Total
$ 3,02262
2,469 27
15,860 40
1,890 32
4,294 56
181.24

$25,145.19  $2573.22

$27.718.41




Response to AG-1 Question No. 76
Page 2 of 2
Charnas

b. Actual employee moving expenses booked in each of the years 2004 through
2007, separately for electric and gas operations are as follows:

LG&E Amount

Electric Gas Total
2004 $ 9407651 5 489431 $ 98,57082
2005 105,561.44 8,667 11 114,228 55
2006 133,171.40 23,71597  156,887.37
2007 231,78578  21,85813 253,743.91

Total $564,595.13  $59,235.52 $623,830.65







LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No, 77

Responding Witness: Shannon L. Charnas

Q-77. With regard to the test year Account 930209 — Nondeductible Penalties expenses
of $5,307 (electric) and $1,865 (gas), please provide the following information:

a.

b.

A-77. a.

Explanation of the nature and purpose of each of the penalty items that make
up the above-referenced total expense amounts.

Explanation why these expenses should be included for raternaking purposes
in this case.

There was one penalty for a late state payroll tax deposit. The Company
attempted to make the deposit in a timely fashion, but there was an electronic
communication failure between the initiation of the payment and the state’s
receipt of funds. The ACH for the deposit was returned by the bank but the
bank did not notify LG&E timely of the return.

Because the Company attempted to initiate the payment on a timely basis, it
made a request for abatement (aithough denied by the taxing authority). The
Company believes it did everything it could to avoid this cost and therefore
this expense should be considered a normal cost of operations and included
for ratemaking purposes in this case.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No, 78
Responding Witness: Chris Hermann / Shannon L. Charnas

QQ-78. The test year gas expense Account 874 ~ Mains and Services expenses of
$3,417,868 is 208% higher than the corresponding expense of $2,476,000 for the
year prior to the test year and is also substantially higher than the actual expenses
for 2006 and 2005 which range from $2.4 to $2.5 million. In this regard, please
provide the following information:

a. Detailed explanation of the reasons why the test year expense is so much
higher than the year prior to the test year and the years 2006 and 2005.

b. Should the actual test year expense of $3.4 million be considered a reasonable
ongoing expense and, if so, explain why. If not, what would be a reasonable
ongoing expense level?

A-78. a. The $3,417,868 in the test year is a 36%-42% increase over the year prior to
the test year, 2006 and 2005, This variance is due to an increase in regulatory
work in the areas of pipeline integrity and corrosion. These increases were
done to enhance programs associated with recent federal regulatory activity in
the area of integrity management.

b. Due to increases in regulations in this area, this should be considered an on-
going expense.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 79
Responding Witness: Chris Hermann / Shannon L. Charnas

Q-79. The test year gas expense Account 887 — Maintenance of Mains expenses of
$6,326,382 is substantially higher than the corresponding expense of $4,702,000
for the year prior to the test year and is also substantially higher than the actual
expenses for 2006 and 2005 which range from $4.7 to $4.2 million. In this
regard, please provide the following information:

a. Detailed explanation of the reasons why the test year expense is so much
higher than the year prior to the test year and the years 2006 and 2005.

b. Should the actual test year expense of $6.3 million be considered a reasonable
ongoing expense and, if so, explain why. If not, what would be a reasonable
ongoing expense level?

A-79. a. The $6,326,382 in the test year is a 35%-50% increase over the year prior to
the test year, 2006 and 2005. The increase is due to an increase in corrosion
mitigation maintenance expenses to ensure ongoing integrity of the gas
network.

b. Such mitigation efforts will be on-going and expenses should be considered
on-going.






Response to AG-1 Question No. 80

LOUISVILLE GAS AND ELECTRIC COMPANY

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

Page 1 of 2
Scott

Response to Initial Request for Information of the Attorney General

Dated August 27, 2008
Question No. 80

Responding Witness: Valerie L. Scott

Q-80. With regard to the Company’s Bad Debt expenses, please provide the following
information:

a. Workpaper showing the derivation of the .1835% bad debt ratio used in the
calculation of the Gross Up Revenue Factor on Rives Exhibit 1, Schedule
1.42. In addition, reconcile this ratio to the uncollectible data shown in the

A-80. a.

response to PSC-1-35.

For both the electric and gas operations, reconcile the annual uncollectible
expenses shown in the response to PSC-1-35 for the test year and the years
2005 through 2007 to the Account 904 uncollectible expenses for the same

years shown in the response to PSC-1-23(b), page 2.

The derivation of the 0.1835% bad debt ratio used in the calculation of the
Gross Up Revenue Factor on Rives Exhibit 1, Schedule 1.42 is as follows:

Charges to reserve account per PSC 1 Question No. 35
Less: credits to reserve account per PSC 1 Question No. 35
Difference due to rounding net charge-offs in caiculation

Net charge-offs for the test year ended 04/30/08

Billed revenues from ultimate consumers for the twelve
months ended 04/30/08

Net charge-offs / Billed revenues from ultimate consumers

$ 4,534,117
(2,411,137
905

2,123,885

1,157,302,781

0.1835%



Response to AG-1 Question No. §0

Page 2 of 2
Scott
Net charge offs for the test year ended 4/30/08 b 2,123,885
Reduction in balance of the Reserve for Uncollectible
Accounts (667,839)
Current year provision $ 1,456,046

The current year provision amount consists of the net charge-offs plus the
reduction in the balance of the reserve for uncollectible accounts.
Additionally, the ratio of uncollectible expense uses total revenue rather than
the billed revenue in the bad debt ratio.

See also Question No. 3.

. As stated in PSC-1 Question No. 35, the allocation presented is based on gross
revenues from electric and gas ultimate consumers as of the previous year;
therefore, the reconciliation could not be performed for the electric and gas
operations separately. Attached is a reconciliation of the combined company
uncollectible expenses shown in the response to PSC-! Question No. 35 for
the test year and the years 2005 through 2007 to the Account 904
uncollectible expenses for the same years shown in the response to PSC-1
Question No. 23(b), page 2.
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Scott
Lonisville Gas and Electric Company
Case No. 2008-00252
Reconciliation of Uncollectible Expenses
For the Years 2005 through 2007
and the Test Year Ending April 2008
Test Year 2007 2006 2005
Bad Debt Expense (Account 904) 51,494,172 31,694,612 $4,120,009 § 3,102,699
Net Charge-Offs 2,122980 2,118,995 4,024,653 2,844,527
Difference (628,808} (424,383} 85,356 258,172
Increase/{Decrease) to Reserve {666,934) {464,480) 90,842 260,034
Bad Debt Expense to Wholesale Customers 40,050 42,706 4,000 670
Non-Regulated Billing Write-Offs 350 250 2,537 -
Other (2,274) (2,859) (2,023) (2,532)
Unreconciled Variance - - - -







LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 81
Responding Witness: Shannon L. Charnas
Q-81. Please provide a detailed dollar amount breakout and description of each of the
expense items making up the total Account 930207 expenses of $174,486
(electric) and $26,263 (gas).

A-81. See attached.
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LOWSVILLE GAS AND ELECTRIC COMPANY - ELECTRIC
Account 936207 - Other Miscelianoous General

Gi Dals  Amount Invaice/joumat Ealry No Vangor Transoction Dese

May-07 54657 63 KENTUCLSOT07LGE KENTUCKY STATE TREASURER ACCOUNT #000003087

May-07 42 92 OLMAY-2007 14:13 SERV  JPMDRGAN CHASE BANK * JEFF GTY CLK OFF DEED #744828
May-R7 204 98 15-MAY-2007 15:06 SERV  JPMORGAN CHASE BANK * JEFF CTY/OFF RECORDERS #744828
May-07 1137 50 -H148-D100-0507 NA Misc Hoeceivables

May-07 3.00 JOG2-0100-0507 NA MISCELLANEOUS FEE

May.07 <958.47 J002-0100-0507 NA MISCELLANEOUS FEES

Jun-G7 -370.00 J017-0020-0807 NA First Amedcan Tile nsurance Co

Jun07 167 B7 KENTULDSOTSTLGEA KENTUGKY STATE TREASURER MAY 2007 GROSS RECEIPTS

Jun-07 586G 57 REALESD52067 REAL ESTAYTE AND RIGHT OF WAY REPLENISH FUNDS

Jun-07 124 36 REALESOSR0GT REAL ESTATE AND RIGHT OF WAY REPLENISH FUNDS

Jun-g? 3 22 Jo02.0100-0807 NA MISCELLANECUS FEE

Jun-07 7 49 JO02-0100-0807 NA MISCELLANECUS FEES

Jul-07 11.305.00 SPO12607 LOU METRO AIR POLLUTION CONTROL DISTRICT  STAR PROGRAM-CANE RUN

Jul-0? 25.628.00 SPO12707 LOU METRO AIR POLLUTION CONTROL DISTRICT  STAR PROGRAM.MILL CREEK

Ju-07 4.634.00 SPOS0T LOU METRO AIR POLLUTION CONTROL IISTRICT  STAR PROGRAM-PADDYS RUN

Jut-a¢ 4.834 00 SP124807 LOU METRO AIR POLLUTION CONTROL DISTRICT  STAR PROGHAM FEE.-ZORN

Jui-07 178 27 KENTUCLT0S07LGE KENTUCKY STATE TREASURER GROSS RECEIPTS FOR 86/07

Jurd? 241 24 10-JUL-2007 13:48 SERV JFMORGAN CHARE BANK = JEFF CTYIOFF RECORDERS #744828
Jui-g7 -18 76 J1168-0106-0707 NA Misc Racaivablos

Jui-07 238 73 J315-0100-0707 NA Misc Exp

Jul-o7 4.06 JO02:L105-0707 NA MISCELLANEQUS FEE

Jul-o7? 5.40 JOD2-L100-0707 NA MISCELLANEQUS FEES

Aug-07 177 79 KENTUCOBG7O7LGE KENTUCKY STATE TREASURER 07107 GROSS RECEIPTS

Auvg-07 ~184 58 J017-0020-0807 NA Thomas G & Janice Barry Jr

Sop-07 167 85 KENTUCOS10DTLGE KENTUCKY STATE TREASURER GROSS RECEIPTS

Sop-07 1.921 78 $5-ALG-2007 $R:12 SERY  JPMORGAN CHASE BANK * JEFF CTYH)FF RECORDERS #7440628
Sep-07 7 40 $7-SEP-2007 14:45 SERV IPMORGAN CHASE BANK * KY SEC OF BTATE #744828

Sep-07 148 D7-SEP-2007 14:45 SERV JPMORGAN CHASE BANK *JEFF CTY OLK OFF DEED #744828
Sep-07 7 40 07-BER-2007 14:45 SERV JPMORGAN CHASE BANK * JEFF CTY CLK OFF #ROF #744828
Sep-07 159 16 O7-SEP-2007 14:45 SERV JPMORGAN CHASE BANK * JEFF GYYIOFF RECORDERS #744528
Sap-07 -375.62 J168.0100-0007 NA Mistollanaous Foos

Sop-07 €23 .j002-0100-0807 NA MISCELLANEOUS FEE

Sap-07 -34 85 J326-0100-0807 nA To eorract CWAP AP Discounts

Sep-o? -5 .25 J378-0100-0807 HNA To corract CWIF AP Discounts

Sep-07 -58.71 J526-0100-0807 NA To coract CWIP AP Discounts

Qero¥ 0.00 BTAQSZSCTLGE AMERICAN EXPRESS CORP JOHN WOLFE

Oet-07 9.62 REALEGDR1207 REAL ESTATE AND RIGHT OF WAY REPLENISH FUNDS

Qct-07 544 47 REALES091207 REAL ESTATE AND RIGHT OF WAY REPLENISH FUNDS

Oct-07 79 53 REALES091207 REAL ESTATE AND RIGHT OF WAY REPLENISH FUNDS

Oct-07 167 39 KENTUR101207LGE KENTUCKY STATE TREASURER GROSS RECEIPTS

Oct-07 24 §5 J316-0100-10G7 NA Corr Chigs

Oct.07 2 77 JO02-0100-10G7 NA MISCELEANECUS FEE

Nav-07 1613 81 J154-0100-1107 NA CLASSICKLE iNC: Inv Num = 5814
Nov-07 5.122 61 J194-0100-1107 NA CLASSICKLE INC; inv Num = 5B43
Nov-07 2.238.44 J194-0100-1107 NA CLASSICKLE INC; inv Num = 586G
Nov-07 177 04 J194-030D-1107 NA CLASSBICKLE INC; Inv Num = 5691
Nov-07 2.683.04 J184.03D0-1107 NA BHE ENVIRCNMENTAL INC; (v Num = 48838
HNowo7 16,813 40 194-0100-1407 NA BHE ENVIRONMENTAL INC; inv Num = 46931
Nov-G7 3,603 80 J195-0100-1107 NA BHE ENVIRONMENTAL tNG; thy Num = 474587
Now.GT 720 78 J195-0100-1107 NA SHE ENVIRONMENTAL INC; inv Num = 47335
Nov-G7 173 52 KENTUCI111307LGE KENTUCKY STATE TREASURER CCT 2007 GROSS RECEIPTS

Now-G7 47 02 OB-NOV-2007 14:48 SERV  JPMORGAN CHASE BANK = fEFF CTY/OFF RECORDERS #744826
Nov-07 247 50 28-NOV-2007 11:28 BERV  JPMORGAN CHASE BANK * JEFF CTY/OFF RECORDERS #744828
Nov-07 2780.36 J158-0100-1107 NA THE COURIER JOURNAL - inv # 515350 for classified - logal no
Now-07 -280.80 JO01-G100-1107 NA MARIE WORLEY

Now.07 77 24 J062-0100-1107 NA MISCELLANEQUS FEE

Doe-07 165 32 KENTUC121207LGE KENTUCKY STATE TREASURER GROSS RECEIPTS FOR NOVEMBER 2007
Dec.b7 1.415 17 1B-DEC-2007 08:34 BERV  JPMORGAN CHASE BANK * JEFF CTY/OFF RECORDERS #744828
Doe-07 225 70 REALES121807 REAL ESTATE AND RIGHT QF WAY AGENTS ACCOUNT

Dec0? 59.67 REALES1218067 REAL ESTATE AND RIGHT OF WAY AGENTS ACCOUNT

Dec-07 -185.00 JOD1-0100-1207 NA ROBERY A. WAGNER

Dec07 1.434 27 J318-0%00-1207 NA Ciear iBEW chargas

Dec-07 67479 J118-D100-1207 NA Yranstor IBEW charges

Oecd? 53 43 J118-0100-1207 NA Ctear Over & Short attount

Dae-07 83 a7 J002-0100-1207 NA MISCELLANEQUS FEE

lan-08 660 81 J252-0020-0104 A KENTUCKY STATE TREASURERKENTUCO13103A
Jan-08 136 97 KENTUCG11104LGE KENTUCKY STATE THEASURER GROSS RECEPTS FOR 12007

Jan-0B 72890 29-JAN-2008 14:45 SERV JFPMORGAN CHASE BANK * JEFF CTY/OFF RECORDERS #744828
Jan-08 44 36 J002-0100-0108 NA MISCELLANEQUS FEE

Fob-0B 184 B KENTUCO2110BLGEA KENTUCKY STATE TREASURER GROSS RECEIPTS

Fahb-08 166 B4 18-FEB-2008 14.26 SERV SPMORGAN CHASE BANK * 3EFF CTYIQFE RECORDERS #744828
Feb-Ca 651 20 26-FEB-2008 15:06 SERV JPMORGAN CHASE BANK * JEFF CTY/OFF RECORDERS #744826
Fab-08 22.406 68 J116-0100-0208 NA Transfar charges not biliabla to operating
Feb-08 -7 B5 J062-0160.0208 MNA MISCELLANEQUS FEE

#ar-08 5,180.00 SPD12508 LOU METRO AIR POLLUTION CONTROL RISTRICT  $TAR PROGRAM - PADDYS RUN
Mor-08 5.126.00 SP124B08 LOU METRO AIR POLLUTION CONTROL DISTRIGT ~ STAR PROGRAM - ZORN

Mar08 13.542 0 SP012608
Mar-08 28.00B DG SPO12706

LOU METRD AIR POLLUTION CONTROL DISTRICT
LOU METRO AIR POLLUTION CONTROL DISTRICT

STAR PROGRAM - CANE RUN
STAR PROGRAM FEE - MILL CREEX

Mar-08 201 T8 KENTUCDI070BLGE KENTUCKY STATE TREASURER GROSS RECEIPTS

Mar-08 -184 99 JOL1-01{X)-0308 NA HENRY FORD, JR

Mar-08 «13 18 J118-0100-0308 NA Transfer non biftable charges

Mar-0B 10,083 08 J118-0100-0308 NA Transfar charges not bilabia to sparaling
Mar-0B -4.182 25 J118-0100-0308 NA Cemecling charges transfemed to cperating
Mar-G6 32 75 JoO2{M00-0308 NA MISCELLANEOUS FEE

Apr-08 337 4% BTAGIZE0BLGE AMERICAN EXFRESS CORP CHAD WHITE

Apr-08 155,75 KENTUCO41006LGE KENTUCKY STATE TREASURER GROSS RECEIFTS FOR 0308

Apr08 a4 50 17-APR-2006 08:59 SERV JPMORGAN CHASE BANK * JEFF CTYIOFF RECORDERS 4744826
Apr08 -185 00 J001-0100-64008 NA REID BROTHERS iNC

Apr-08 %875 50 #116-0100-0408 NA Transter to Operating

Apr-08 3,77 H002.0700-0408 NA MISCELLANEOUS FEE

Total $174,486.18



Gi. Date  Amound

May-07
May-07
May-07
May-07
Magy-07
May-07
Jun-7
Jun-07
Jun-07
Jun-07
Jun-07
Jun-07
Julk-07
Jul-G7
Jut-G7
Jul-o7
Aug-07
Aug-07
Sep-07
Sep-07
Sep-07
Sep-07
Sep-D7
Sep-07
Sep-07
Sep-07
Sep.07
Oct-07
Oct-07
Qct-07
Cet-07
Cel-07
Cel-07
Rov-07
Nov-07
Now-07
Nov-07
Now.07
Nov-07
Nov-07
Nov-07
Nov-07
Now-07
Now07
Nov-07
Nov-D7
Now.07
Dec-67
Dec-07
Becd7
Dec-07
Dec-07
Dec-07
Dec-07
Dec-07
Dee-07
Jan-08
Jan-08
Jan.08
Jan-08
Fep-08
Fe.08
Feb-08
Feb-08
Feb.C8
Mar-08
Mar-Ga
Mar-G8
Mar-08
Mar-DB
Mar-08
Apr-08
Apr-08
Apr-0B
Apr-08
Apr-08
Apr-08

Tolat

involce! lournal Eniry No

$58 50 KENTUGCOS0707LGE
15.08 01-MAY-2007 1413 SERV
7202 15-MAY-2007 1506 SERV
399 67 §118-0100-0507
105 J002-0105-0507
-336 06 JO02-0100-0507
-130 60 J017-0020-0507
59.02 KENTUCOS070TLGEA
24473 REALESDB2007
43 69 REALESOB2007
1 3 JOO2-G10D-0607
2 50 JGD2-0100.6607
62 63 KENTUCOT0B0TLGE
B4 76 10-JUL-2007 12:48 SERV
-5 56 J118-0100-0707
-11 46 J318-0100-0707
62 48 KENTUCOBO707L.GE
-85.01 JH7-0020-0807
£6.00 KENTUCDSID0TLGE
675 22 15-AUG-2007 08:12 SERV
260 07-5EP-F007 14:45 SERV
0.52 07-5EP-2007 14:45 SERV
2 B0 07-SEP-2007 14:45 SERV
55 g0 07-BEP-2007 14:45 SERV
-332 32 J168-0100-0907
2 19 J002-0100-0807
-18 B3 J326-0100-0807
3.38 AEALES091207
191 30 REALESC91207
26 08 REALESHA1207
69 35 KENTUC101207LGE
874 J318-0100-10067
(87 J0O2-0100-1007
58702 184-6100-1107
1.788 B4 J194-0100-1107
78648 419401001107
62 21 4194-0100-1107
1.012 86 J1894-0100-1107
3,798 60 J184-0100-1107
1.266 20 .1185-0100-1107
253 24 J185-01C0-1107
60 96 KENTUC111307LGE
5.88 DB-NOV-2007 14:46 SERV
BY 10 28-NGV-2007 11,39 SERV
983.20 Ji6B-0100-1107
-102 21 .J001-0100-4107
27 14 J0G2-0100-1107
58 08 KENTUC123207LGE
391 83 18-DEC-2007 (8:34 BERV
79.30 REALES121807
20.87 REALES121907
-65 00 3501-0100-1207
21304 1418-0100-1207
184 68 J118.0100-1207
12 86 J118-0100-1207
20 19 .J0B2-0100-1207
169 09 J25§2.0020-0108
48 12 KENTLICO1H108LGE
256 10 29-JAN-2008 14:45 SERV
5.04 J002-0100-01G8
57 68 KENTUCOZT108LGEA
69 16 18-FEB-2008 14:28 SERV
228 80 26.FEB-2008 15:08 SERV
7.872 52 .1118-0%00-0208
-2 78 Job2-0100-0208
70 91 KENTUCD30708LGE
-85.01 JOD1-0160-0305
-4 63 J118-0100.0208
3.635.67 4118-0100-0308
+1,489 44 J178-0100-03040
11 51 J0D2-0100-0308
118 56 BTA03260BLGE
54 72 KENTUCO4100BLGE
240 50 17-APR-2008 08:58 SERV
-65.00 4001-0100-04G8
2.064 37 J118-0100-0408

132 JO02-D100-D408

$26.2683.27
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LOUISVILLE GAS AND ELECTRIC COMPANY - GAS
Account 830207 - Qther Miscellanous Gonoral

Vendor

KENTUCKY STATE TREASURER
JPMORGAN CHASE BANK
JPMORGAN CHASE BANK

NA

NA

NA

NA

KENTUCKY STATE TREASURER
REAL ESTATE AND RIGHT OF WAY
REAL ESTATE AND RIGHT OF WAY
NA

NA

KENTUCKY STATE TREASURER
JPMORGAN CHASE BANK

NA

NA

KENTUCKY STATE TREASURER
NA

KENTUCKY STATE TREASURER
JEMORGAN CHASE BANK
JPMORGAN CHASE DANK
JPMORGAN CHASE BANK
JPMORGAN CHASE BANK
JPMORGAN CHASE BANK

NA

NA

NA

REAL ESTATE AND RIGHT OF WAY
REAL ESTATE AND RIGHT OF WAY
REAL ESTATE AND RIGHT OF WAY
KENTUCKY STATE TREASURER
NA

NA

NA

NA

NA

NA

NA,

NA

NA

NA

KENTUCKY STATE TREASURER
JEMORGAN CHASE BANK
JPMORGAN CHASE BANK

NA

NA

NA

KENTUCKY STATE TREASURER
JPMORGAN CHASE BANK

REAL ESTATE AND RIGHT QF WAY
REAL ESTATE AND RIGHT OF WAY
NA

NA

NA

NA,

NA

NA

KENTUCKY STATE TREASURER
JPMORGAN CHASE BANK

NA

KENTUCKY STATE TREASURER
JPMORGAN CHASE BANK
JPMORGAN CHASE BANK

NA

KENTUCKY STATE TREASURER
NA

NA

NA

NA

NA

AMERICAN EXPRESS CORP
KENTUCKY STATE TREASURER
JPMORGAN CHASE BANK

HA

NA

NA

Transaction Desc

ACCOUNT #000003087

*.JEFF CTY CLK OFF DEED #744B828

* JEFF CTY!QOFF RECORDERS #744828
Misc Receivanles

MISCELLANEOUS FEE
MISCELLANEOUS FEES

First Amercan Tille Insurance Co

MAY 2007 GROSS RECEIPTS
REPLENISH FUNDS

REPLENMISH FUNDS

MISCELLANEQUS FEE
MISCELLANEOUS FEES

GROSS RECEIPTS FOR 08/07

*JEFF CTYIOFF RECORDERS #744528
Misc Receivabies

Misc Exp

07107 GROSS RECEIPTS

Thomas C & Janice Barry J3r

GROSS RECEIPTS

* JEFF CTYIOFF RECORDERS #744828
" KY SEC OF STATE #744828

* JEFF CTY CLK OFF DEED #744828
*JEFF CTY CLK OFF PROF #744828

* JEFF CTY!OFF RECORDERS #744828
Miscellaneous Fees

MISCELLANEOUS FEE

To comrect CWAP AJP Discounls
REPLENISH FUNDS

REPLENISH FUNDS

REPLENISH FUNDS

GROSS RECEIPTS

Cor Chgs

MISCELLANEQUS FEE

CLASBICKLE INC; inv Num = 5814
CLASSICKLE INC; Inv Num = 5843
CLASSICKLE INC; Inv Nurm = 586D
CLASSICKLE INC; Inv Num = 5881

BHE ENVIRONMENTAL ING; inv Num = 46835
BHE ENVIRONMENTAL tNC; Inv Nym = 48931
BHE ENVIROMMENTAL ING; Inv Num = 47457
BHE ENVIRONMENTAL INC; Inv Num = 47338
OCT 2007 GROSS RECEIPTS

* JEFF CTYIOFF RECORDERS #744828
* JEFF CTYIOFF RECORDERS #744828
THE COURIER JOURNAL - inv # 815360 for classified - egal no
MARIE WORLEY

MISCELLANEOLIS FEE

GROSS RECEIPTS FOR NOVEMBER 2007
* JEFF UTY/IOFF RECORDERS #744828
AGENTS ACCOUNT

AGENTS ACCOUNT

ROBERT A WAGNER

Clear {IBEW charges

Transfer IBEW charges

Clear Over & Short account
MISCELLANEOL!S FEE

KENTUGKY STATE TREASURERWENTLLD1310BA
GROSS AECEPTS FOR 12107

* JEFF CTYIOFF RECORDERS #745828
MISCELLANEOUS FEE

GROSS RECEIPTS

" JEFF CTYIOFF RECORDERS #744828
* JEFF GTY/OFF RECORDERS #744828
Transfer charges not billable to operating
MISCELLANEOLIS FEE

GROSS RECEIPTS

HENRY FORD, JR

Transfer non billable charges

Transfer charges not biflable lo operaling
Correcting charges fransferred o operating
MISCELLANEQUS FEE

CGHAD WHITE

GROSS RECEIPTS FOR 03/08

* JEFF CTY/OFF RECORDERS #744828
REID BROYHERS INC

Transfer o Oparaling

MISCELLANECGUS FEE






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 82
Responding Witness: S. Bradford Rives

Q-82. Please provide copies of all presentations made to rating agencies and/or
investment firms by LG&E between January 1, 2006 and the present.

A-82  Please see the response to AG-1 Question No. 86.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

Response to Initiai Request for Information of the Attorney General
Dated August 27, 2008

Question No. 83
Responding Witness: S. Bradford Rives

(0-83. Please provide copies of all prospectuses for any security issuances by LG&E
since January 1, 2006.

A-83. The requested information is being provided on CD.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 84
Responding Witness: S. Bradford Rives / William E. Avera
Q-84. Please provide copies of all studies performed by LG&E or by consultants or
investment firms hired by LG&E to assess (1) LG&E financial performance, (2)
the performance of LG&E relative to other utilities, or (3) the adequacy of

LG&E’s return on equity or overall rate of return.

A-84. Due to the volume of data requested the information is being provided on CD.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 85
Responding Witness: S. Bradford Rives

QQ-85. Please provide copies of credit reports for LG&E the major credit rating agencies
published since January 1, 2006.

A-85. See attached.
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(28 Bep-2006] Summary Loasville Gus & Electne Co

RESEARCH

Summary:

Louisville Gas & Electric Co.

Publication date: 28-Sep-2008

Primary Credit Analyst: Todd A Shipman, CFA. New York (1} 212-438-7676;
todd_shipman@standardandpoors.com

Secondary Credit Analyst: Brian Kahn, New Yark;
briari_kahn@standardandpoors com

Credit Rating: BBB+/Stable/NR

Rationale

The ratings on Louisville Gas & Eleclric Co are based on the credit profile of parent E ONUS LLC The &
ON .S ratings reflect the credit characteristics of the two operating utilities in Kentucky -- Louisville Gas &
Electric and Kentucky Wiities Co -- and the company's focus on operating the fully integrated ulilities, with
implicit support for credit quality from E.ON U.S " ultimate parent, E ON AG (AA-Watch Neg/A-1+), factored

into the analysis E ON has prominently expressed its support for EON U S and its inlent to maintainits U 8
presence

E ON L8 business risk profile is rated '8' {satisfactory), and its financial risk profile is considered
infermediate . (Utility business risk profiles are categorized from '1' (excellent) o 10" (vulnerable))

The company's satisfactory business risk profile is suppaorted by low-risk, reguiated, and financially sound gas
distribution and electric operations, efficient generation facililies that allow for competitive rates; and a
supporlive regulatory environment. The company's electric operations benefit from a fuel adjustment
mechanism and an environmental cost-recovery mechanism, while the company's smaller gas operations
benefit frorn & weather normatization-adjustment clause and a cost-of-gas cost adjusiment mechanism
Together, these mechanisms reduce exposure to environmental requirements, weather, and potential
volatility in natural gas prices, all of which normailly raise credit-related concerns. Some regulatory uncerainty
was apparent in the Attorney General's challenge of the 2004 rale decisions for the E.ON U.S. utilities.
Although the allegations were rejected, the attempt to disrupt the rate decisions highlights the risk that
political malters can be interjected info the regulatory arena

Unregulated operations, a large industrial customer base, and coal-fired generation facilities that require large
environmential expenditures detract from the business risk profile. E ON U § may significantly reduce its
unregutated operations if a preliminary agreement to exit its involvement with Big Rivers Electric Corp  is
finalized Currently, E.ON U S leases and operates four of Big River's power plants

Liquidity

brgs wewew satingstirect comd AnpvRLY controlor A miele 1d #3378 20 74 tunr s st rer Ty s A Frnmmse A Tun 11 S8 100G m il + ¢e i nr
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|28-8ep-20006] Summary: Losisvibie Gas & Blestne O

Standard & Poor's Ratlings Services expecls consolidated capifal expendilures to exceed cash flow from
operations due o significant environmental expenditures and contributions for the company's underfunded
pension and other postretirement benefit obligations The steady internal cash flow generated by EON U 8
regulated operations will not be enough 1o meet these obligations, thus creating & reliance on exlernal
financing Such funding is expecled to be concentrated at E ON, which also can be expected to provide
support in the case of short-term liquidity needs. (A cross-default clause in E ON's credit facility protects &
ON U S, as long as it is a "material subsidiacy” ) Liquidily is augmented by E ON An E ON-related entity
provides a $200 million credit facilily to E ON U § | to ensure funding availabiiity for its money pool

Outlook

The stable outlook is based on continued cperational and financial support from E ON and a corporate
strategy that maintains a primarity low-risk, utility-based business risk profile. The ratings and outiook
assigned to £ ON U S and its subsidiaries are closely iinked {o those on £.ON. The importance of E Oti's U
S operations 1o its group stralegy remains a key faclor in the ratings assigned to E ON U 8 Any change in
the parent's attitude toward its U.S. holdings or in Standard & Poor's perception of the parent's suppor could
lead to a ratings change Completion of the Big Rivers transaction would lessen the company's exposure 1o
unregulated activities and could lead to an improved business risk profile and higher ratings.

Analylic services provided by Standard & Poor's Ratings Services (Ralings Services) are the resull of separale activities designed
lo preserve the independence and objectivity of ralings opinions The credit ratings and observations contained herein are solely
statements of opinion and not slalements of facl or recommendations to purchase, hold, or sell any securities or make any other
investrnent decisions Accordingly, any user of the information contained herein shoutd not rely on any credit rating or ather
opinion contained herein in making any investment decision Ratings are based on informalion received by Ratings Services
Other divisions of Standard & Poor's may have information that is not available {0 Ratings Services Standard & Poor's has
established policies and procedures to maintain the confidentiality of non-public information received during the ratings process

Ratings Services receives compensation far its ratings. Such compensation is normally paid either by the issuers of such
securities or third parties participating in marketing the securilies While Standard & Poor's reserves the rigit to disseminate the

ratiflg, it receives no payment for doing so, except for subscriplions to its publications Additional information about our ratings
fees is available at vavw standardandpoors com/usratingsiees

Copyright © 1994-2006 Standard & Poor's, a division of The McGraw-Hill
Companies All Rights Reserved. Privacy Notice

hipsiwww ratingsdirest core Appe R Icontroller Anicle id = 3352078 rvpe= Butout Tvaesnrintde froms Al 07 of 10 2020064 L S0 0L Bre
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Louiwville Gas & Electric Company Page T of3

Global Credit Research
Credit Opinieon
" Moody's tnvestors Sorvice 3 AR 2008

Credit Opinion: Cowviavills Gas & Eleetric Company

Louisville Gas & Elactric Company

Louisville, Kentucky, United States

Ratlngs

Category Moody's Rating
Cutlogk - Stable

lssuer Rating A2
‘Bkd LT IRBPC fatet:}
- Preferred Stock Baal
‘UltParent: E.ON AG

PR o Rating{s) Under
OL‘HDGP SR " Review

- . Bkd SrUnsec Bank Credit Faciily -Dom v Aad :

SO atH
Senior Unsecured MTN -Dom Curr *Aa3

Commarcial Paper -Dom Curr Aa3
‘Pafent: E. GN U.8, LLC

Outlook 1 Stable
Issuer Ratlng A3

. _P];ic_é_d Under‘review for possible downarade on Februzary 22, 2008

Contacts ©
'Aﬁaij,is:i.-‘ o " Phone
- Seolt Boiomon/New York 1.212.553.1653

Richerd E. DonneriNew York
. Daniel:Gatestidew York

Key !_h'ciibé_'l'ors _
Ldu_ﬁ.‘r_,_'v:ilia_Gas & Elemn’g Company
S DLt : LTM 9/2065. 2004 2003

Funds from Operatens | Adjusted Debt 30.4% 27.0% 18.2%

‘Relained Cash Flaw / Adjustad Debt 2#.7% 20.9% 18.2%
Gommun Dividends / Net income Available for Common £1.4% 59.6%  0.6%
Adjusted Funds from Operations+Ad), interest / Adj. 860 . BEZ 559
Inferest -

Adjusted Debl ! Adjusied Capitalization AT3% ATE% 468%
Net income Availsble for Common / Common Equity 13.2% 100% 9.8%

Note: For definitions of Moody’s mest common ratio terms please see the eccomparnying Lasers Glade,
Opinion
Cradit Strengths

Lauisvile Gas ang Electric Company's credit strenglis include:

file/C\Documents and Settings\e006256\Local Sentings\ Temporary Intemnet FilessOLESEL. | 3/6/2006
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Louisvitle Gas & Electric Company Page 2013
Skron.g financial profile

Solid track record of managing cosis. maintaining tow rates and focusing on customer satisfaction
Stable, suppertive reguiatory environmeant

Credit Chaﬂc_nges

touisville Gas and Elecldic Company's credd challenges inciude

Possibilily that semor unsecured raling of the ultimats parent company E ON AG may decline @ a level equal lo or
below the rating of KU's direct parent E ON US

Supparﬁng’ the increasing native logg requirements.
Managing environmentat and regulatery capital requirement.
Rating Raticrate

Louisvilie Gas and Electric Campany's (LGAE) A2 issuer Rai-m is bpead on the ushty's strong inancial profite,
favorable cost positions and balansed regulatory environments.

The ratings of LGAE were affirmad folfowing the action that placed the ratings of the ulimate parent company E.
~ON-AG under review for possisle downgrade upon tha announcement of its cash ofier to acquire 100% of the
equity intarest in Endesa BA for approximately 335 pillien plus assumption of about $31 billicn existing debls
. -Moody's indizated that, while the magmiudc of any downgrzde can only be assessad when the transaction pn’ca is
- ... finallzed. the most likely rating cutcome for € ON AG would be a senior unsecured debt rating that is weekly
: -pos'.zmnad as }-\2 if the zoquisition ofier were 1o be sucte.ssfui

_ -LG&E fecelues mlercnmpany funging support provaded by E ON AL: and s affilated companias and benﬂ‘nts irom
_ advan:cgeous bormw:ng terms.

LG&E‘S rnanc:a! foczzs L. supporied by a demenstiated record of cost control, pregustivity enhancements, network
Csemice performancs, 3 focus on customer satisfaction and 2 balanced regulatory envirgnment. LGSE and its
'afﬁhate Kentucky Utliities {A2 Issuer Rating), enioy an environmantal ¢os! recovery mechanism in their eleciric
* -rates that aliows for the recovary of environmentat cosls associated with meeling its obigations under faderal and
-stale stalutes'znd 8 fuel adjustment clause ihat eliminales supply cost volatiity, Over the next few years, the
chatignges dhead for both utilities include supporting the fevel of demand in the service territory and maintalning an
adequate reserve margm

N\hﬁugh LG&E and YU are sepamle egal omities, they ate epcrated a5 3 swng!e fully inlegrated system and
pmwde the majority of the consolidated earnings and cash flow of EON U.S. LLC.

Raﬁng Ouliook

: Th_e; s_tat_rl_e_rali_ng cultook reflecis Moody's expeciation.tha! LGEE will continue to show strong fundamenlals
'\ﬁ.’.ﬁé.;._'c;l;lq'cnangs the Rating - UP

thF:".ON AGS offer fur Endesa, Moedy's does notl see any likely upward rating pressure

Wh__;_{ g‘;fou_rd Change the Rating - DOWN

Moody's wou'd conslder a rating downgratde f E ON AG's senior unsecures tating were 1o detline 1o a level equal
to orbelow the ratings of US entities as a result of the acquisition of Endesa or significant changes were made to
the environmental cast recovery mechanism

@ Copyright 2008, Meody's Investors Service, Inc andfor its leensors including Moody's Assurance Company. ing
{together, "MOCDY'S") Al rights caserved,

file//C\Documents and Settings\el06256\Local Setiings\iTemporary Internet Files\OLE3FL . 3/6/20G06
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MOODY'S AFFIRMS RATINGS FOR EON US LLT AND THREE SUBSIDIARIES; Page Faof 2
Globat Credl Research

Announcement
Moody's Investors Service 22 FEB 2006

Anncuncement: Lomsyvile Gas & ostne Sompany

MOGDY'S AFFIRMS RATINGS FOR E.ON 0.5, LLC AND THREE SUBSIDIARIES; QUTLOCK REMAINS
STABLE

Aphroximately $1,3 Billinn of Debt Securities Affected

New York, Fetiruary 22. 2008 - Moody's Invastors Service affirmed the ratings for EON U.S. LLC {E.ON
U.8 A3 Issuer Rating) and the company's subsidiaries Louisville Gas & Electric Company (LGAE; A2 issuer
Rating), Kentucky Utlllliies Company (KU A2 {ssuer Rating); and E.ON U.S. Capital Corp. {Caphtal Gerp.; A3
“senlor unsecured debt). The rating oullook for all four Issuers remains stable.

The raving affirmatian follows iha aclion eariler today in which the ratings of parent company E.ON AG wers
plaged under review lor possible downgrade folinwing the announcement of its offer to acquire 106% of the
shares of Endesa SA. Moody's staled thal if the acquisition offer were to be successful, the most tikely raling
autcome for E.ON AG would be a senior unsecured debt rating thal is weakly positioned at A2,

The.rating affirmation reflecis the substantia! degree (0 which the 1.8, subsidiades malnlain an independan

credit profile that is supported by the primarily regulafed nature of thelr underlying cash flows. The affirmation

‘also refiacts the expaciation that the E.ON U.S. LLC vl maintain financial memcs that are consistent with 1ls
' rahrg mclud!na a retio of retained cash fiow to debt of abaut 13%,

Ti*e: credu anaiyszs of the U §. subsidiaries considers m\ercompany .undmg suppon in the iorm of loans from
ather-subsidiaries of £, ON AG. Due to the magnitude 6f on-geing intercompany borrewing and the refiance
upon eredi! fsciilies extended fioin affiiates of E.ON AG, the ratings and cutlook of the U.S, entilies could be

affected if the parent's senior unsecured rating were to decling 10 a level that is equat to or below the rating of
E DN . S LLC.

E.ON U_,S. LL.C is headquarierad in Louisville, Kerntucky.

New Yark -
‘Daniei Gates

- Managing Direcior

" Corporate Finance Group
Kocdy's' [nvestors Service
JOURNALISTS: 212-853-D376
SUBSCRIBERS: 212-653-1883

New York

Richard E. Donner

Vice President « Senior Analys:
Corporate Finance Group
Moody's investers Service
JOURNALISTS: 212-553-0376
SUSSCRIBERS: 212.553-1653

© Copynght ZODB Moody's lnveslors Service. Inc. andior its licensurs including Moody's Assurance Company, ing
{together, "MOODY‘S’} All rights reserved.

Hle//ChDocuments and Settings\e(06256\ L ocal Setiings\Temporary Internet Files\OLKS . 8/28/2008
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[31-Mar-2006} Summary: EON U S, LLC Page L of 2
N

RESEARCH
Summary: EON UG LLC

Publicatian date: 31 Mar-2l0
Primatry Credit Analyst: Todd A Shipman, CFA, Mow Yok {1} 212-438.7676;
) todd _shpmaniistandardandpasrs £om

Credit Rating:  BBB+/Stabie/--

Rationale .

The fatings on £.0N U8, LLC (E.ON U .8 ) and its affiliales are based primarily on the credit proflle of its
two operafing ulifities in Kentucky and the company‘s facus on operating the fuilly intzgrated ulililes. with
implicit support for credit quality from £.0M U.8.'s ullimate parent, £ ON AG (AA-Walch Neg/A-1+),

factored Into the analysis. E.ON has pmmmen!iy expressed its support for EONLLS, and ils intent to
'mamtaxn tls U s. prese')ce

The companys business profile is rated '6' {satisfactory), and its financial risk profile is consicered
_moderate fUtility businass profifes are calegonzed from'?’ {excelzent) ta 10‘ {vuinerable)}.

Tha cumpany s satisfactory business pronle is supported by lows-risk, regulated and fnanmally sound gas
_distibution and electric operations, efficient generation faclities that aliow for competitive rates, and a

~ supporive regulatory environment. The company's stectric operations benefit from a fusl adiustment-

mechanism and an environmental cost recovery-mechanism, while the company's smaller gas operations
. benefit from a weather normalization-adjustment clause and a cost of gas cost adjustment-mechanism.

- Together, these mechanisms reduce exposure to environmental requiremenis, weather, and patential
volatility in natural gas prices, all of which normally raise credit+elated conéerns. Some reguiatory
uncertainty is apparent in the Attorney General's cha!lenge of the 2004 rate decisions for the E.ON U.8.
utilities. Standard & Poor's does not expect, and ciirrent ratings do not reflect any disruption in the current
r'ates for the utilities ' '

Unregutated operations, & large industria! cusiower base, and coal- fsred generauon facnmes that require
“large environmental expenditures detracl from the busmess profile. E.ON U.$. may significantly reduce its
unregu!ated operaticns if a preliminary agreement to exit its snvolv mﬂr\t with the Big Rivers Eleciric Corp
m whlch |l ieases and operates four power plams

Ltquadity

Standard & Poor's expecls consolidaled capital expenditures o exceed cash flow from operations due to
s[gmﬁcant envirenmental expenditures and contributions for the company’s underfunded pensten and other
postretirement benefit obligations. The steady internat cash flow generated by E.ON U.8.'s reguiated
operations will not be encugh to meel these obligations, thus creating a reliance on external financing.
- Such funding is expectéd to be concentraled al £.ON, which also can be expected o provice suppart in
‘the case of shor-term liguidity needs. {A cross-tefault clause in E.ON's eredit facil ny protects EON U5,
"as lang as it is a "material subsidiary.”) i.tqmdlty is augmanted by E.ON, An E.ON-related entity provides a

$200 milfion credit facility to E.ON U.S., to ensure funding availabllity for its money pool (about $65 millicn
was outstandzng under this faciiity as of Sept. 30, 2005)

Outlpok

The slable outlook is based eon continued operationat and financial support fram E ON and a corporate
sfrategy that maintains a primarily low-risk, uliiity-based business profile. The ratings end oullook on E.ON
U.S. and its subsidiaries ere closely linked to E.ON. The importance of E ON's U S. operations to ils group
stralegy remains a key faclor in the ratings on E.ON U S. Any change in the parent’s altitude toward its

fite:/C:\Documents and Settings'e006256\l.ocal Settings\Temporary Intemet Files\OLKE..  R/2%2008
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[31-Mar-2006] Summary: B.ON U S LLC Page 2of 2

U S, holdings or Biandard & Poor's perception of the parents support ceuld lead 1o & ratings change
Completion of the Big Rivers iransaction would lessen (he company's expostre (0 unreguiated activities
and coutd lead lo an improved business risk profile and higher ratings.

Analylic services provided by Standard & Peor's Rafings Services (Ralings Services) are the result of
separale aclivities designed o preserve the independence and abjeclivity of ralings opinions. The credit
ratings and chsarvations contained herein are solely statements of opinion and nol statements of fact or
recommendations to purchase, hold, or sell any securilies or make any other investment decisions
Accardingly, any user of the information contained herein should not rely an any ¢redit rating or other
opinion contained herein in making any investment decision Ratings are based on information recelved by
Ratings Services. Other divisions of Standard & Poar's may have infermation that is not available to
Ratings Services. Standard & Poor's has established poticies and procedures to maintain the canfidentiality
of nan-public information received during the ralings process.

Ratings Services teceives compensation for its ratings. Such compensation is normally paid either by the
issuers of such securities or third pariies participating in marketing the secwrities, While Slandard & Paor's
reserves the right 1o disseminate the rating, it receives no payment for doing se, except for subscriptions o
its publications. Addilional information about our ratings fees is avaliable &t

www standardancpeors comiusratingsfees

Copyrignt G 1604-2006 Standasd & Poers @ divicion of Tho MeGraw-Hil Companies
i Rights Reserved. Prvacy Notice
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Summary: Louisville Gas & Electric Co,

Publleation date: 31-Mgr 2008
Primary Credil Analyst Todd A Shipman, CFA, Now Yark (1) 2126387576
oo _spmantstandardandpodns com

Credit Rating: BBE+/Stable/NR

Rationale

Loulsville Gas & Eiectric Co. (Loutsville) is a regulated. verically inlegrated public utility that sells natura!
gas and electricity {mainly generated with coal) io customars in Louisville, Ky. and the surounding region,
Ratings are tied to the consolidated credil profile of immediale parent EON U5 LILC (E.ON US,;
BBB+/Sieble/~), which is based primarily on the business aclivities of ils two operating utilities in
Kentucky, and the company's strategic focus on operating the {ully integrated utilities. Implicit support for
credit quality from the wlimate parent, E.ON AG (E.ON; AA-/Watch Neg/A-1+}, is faclored into the
anglysls. E.ON has prominently expressnd s suppon for EEON U S and its intant to mainiain iis U.S
pn:sence _ .

The company 5 busmers profile is rated 5 {satisfactory), and its financial risk profile is considered
moderate, (Utility business profiles are categorized from '1' (excelient) to "10' (vulnerable)).

The company's safisfactory business profile Is supported by Jow-risk, regulaled, and financially sound gas
distribution and efectric operations, efficient generation facilities that allow for competitive ratas, and a
suppoftive regulelony environment. The company's slectric operations benefit from a fuel adjusiment-
mechanisim and an environmental cost recovery-mechanism, while the company's smaller gas operations
benefil from a weather normalization-adjustment clayse and a gas cost edjustment-mechanism. Together,
these mechanisms reduce exposure to environmental réguirements, wealher, and potential voialiity in
natural gas prices. Seme regulatory uncerlginty is apparent in the Attomey General's challange to the
2004 rate decisions for the E.ON U.S, utilities. Standard & Poor's does not expect, and current ratings do
nol reﬁect any distuption in the cutrent rales § vor the utilities, -

Unregu'ated operahons a large mdusiﬂa% cuslomer base, and coal-flired generation {asilities hat raquire
large environmenial expendiures detract from the busmess profile. £.0N U.S. may significantly reduce its
unreguiated operations if a preliminary agreement {6 exit its invoivement with the Big Rivers Electric Corp..
i which it leases and operates four power planis, is finailzed.

Liquidity

Standard & Poor's expeacts consclidated capitai expenditures to exceed _c;ash flows from operations, due to
significant environmental expenditures and contributions for the company's underdunded pension and other
postrefirement tenefit obligalions The steady intemal cash flow generated by E.ON U,S. regulated
operations will not be enough 1o meet these obligations, thus creating a reliance op external ﬁnancmg
Such funding is expected to be concentrated at E,ON, which glso can be expacted to provide suppert in

the case-of shorl-term liquidily needs. (A cross-default clause in E.ON's credit facility protects EON UG,
as long as itis a "matenial subsidiary ")

& O'N 1.5 adequate hguidily is augmented by £E.ON. An E ON-related entity provides a 5200 miliion credi!
facility to E.ON U S . to ensure funding avalilability for ils meney pool {about S65 million was cutstanding
under this facitity as of Sept 30, 2008)

Qutlook
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The stable outlook is based on continued operational and financial support from E ON and a corporale
slratagy that maintains a primarily low-risk, utility-bDased business prefite. The ralings and outleck on E ON
U.S and its subsidiaries are clesely linksd to £.0N The importance of E.ON's U §. operations to #s groun
sirategy remains a key factor in the ratings on E.ON U 8 Any change in the parenls altitude toward its
U.S. holdings or Standard & Poor's perception of the parent's support could lzad {o a ratings change.
Complelion of the Big Rivers transastion would lessen the company’s exposure to unregulated aclivities
and could lead to an improved busingss risk profile and higher ratings

Analytic services provided by Slandsrd & Poor's Ratings Services (Ratings Services) are the resuit of
saparate aclivities designed to preserve the independence and objectivity of ratings npinions. The credit
ralings and absarvations contained herein are solely statements of opinion and not statements of fact or
recommendations {o purchase, hold, or sell any securities or make any other investment decisions.
Accordingly, any user of the information contained herein should noi rely on any credit rating or olher |
opinjon contained herein in making any investmenl! decision Ralings are based on information received by
Ratings Sarvices. Other divisions of Standard & Poor's may have inlormation that is nol available to
Ratings Services. Standard & Poor's has established policies 2nd procedures 1o maintain the confidentiality
of nan-public information received during the ratings process

Ratings Services receives compensation for ifs ratings. Such compensation is normally paid either by the
issuers of such securilies or third paries parlicipating in markeiing the securities While Slandard & Poor's
reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions fo
its publications Additional infarmation about cur ratings fees is available at

www standardandpoors. comfusralingsiees

Copynght & 1884-2006 Standare & Pasrs a dvision of The MoGraw-Hil Companies R R L
Al Rights Reserved Povacy Hotine
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Louisville Gas & Electric Co.

Publication date:
Primary Credit Analyst:

18-Jun-2006

Corporate Credit Rating

Financial risk profile:
intermediate

Debt maturities:
gor LG&E Energy LLCY

2007 61 ma!
2003 3180 mii
2009 Nene
Outstanding Ratina(s)
Louijsville Gas & Electric Co.
Srseed debt
Local currency
Pid stk -
“Lotal currency
EONAG
Corporate Credit Rating
Sr unsecd debt
(of=
Locaf curroncv
CPR:!
Fore:qn currancy
Powergen Ltd,
Corporate Credit Rating
Srunsecd debt
Farglgn currency
E.DN UK. PLC
Corporate Credit Rating
Srunsecd debt
E.ONU.S LLC
‘Corporate Credit Rating
Centraj Networks East PLC
Corporate Cradit Rating
E.ON LS. Capital Comp
Comorate Credit Rating
Srunseed debt
Local currehoy
Kentucky Utilities Co.
Corperale Credit Rating

Srsecd debt

Lacaf currencv

CP.-

Loc_a! currency

Pid sk
Lotatcurrency
Powergen {(East Midlands) investments
Comorsle Credit Raling
Sr unsecd debl
Powergen Retail Lid.
Corporate Credit Rating

Corporate Credit Rating History
Sept. 12, 2002
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Aug. 4. 2003 BBB+/A-2
July 7.2004 BEB+INR

Major Rating Factors

Strengths:
+ implicit credit suFPm provided by ullimate parent E.ON AG, and
i

= Stable electric ulility operations {and associated cash flow) thal benefit from a supporiive regulatory
environment

Weaknesses: o o
« Dependence on ovarseas parent for capital infusions and lauidity; ] o
¢ Environmentz! compliance. pension obligations, and capital expenditures require capital infusions;

ari
¢ The residue of ll-limed. non-tiiily investments thal produce negative cash flow

Rationale

The ratings on Louisville Gas & Electric Co. are based on the cradit profile of pargnt E.ON US. LLC The E.0M U S. ratings
reflect the credit characteristics of the twe operating vliities in Kentucky—Louisville Gas & Elegtric and Kantucky Utittiss
Co.~-and the company's facus on operating the fully integrated viilities, with implicit suppgort for credit quality from E.OnN
U.5.'5 ultimate parent, E.ON AG (AA-/Wateh Heg/fA-1+), factored into the analysis. £ ON has prominently expressed its
suppert for BON U 5. and s intent 10 mawntein it U5, presentce.

The com;iar'\y‘s business risk profiie 15 rated "6 (satisfactory), and its financal risk profile is consldercd intermedtate (Uttity
ousginess risk profiles are categerlzed from L' (exceilent} te '10° {vulnerable) )

The company's satisfactory Lusiness risk profile is supported by low-rlsk, reqguizted, ard financially sound gas distribution
ang ejectric pperations, afficient genaration facllitles that aliow for competitive rotes; and 2 supportive regulatory
envirpnmeant. The cempany’s atectric oparations benefit from a fuel adjustmant mechanlsm and an environmental cost
recovery mechanism, while the company's smaliar gas gperatiens benefit from a weather normalization adjustrent clause
and a cost-of-gos vost adiustment mechanism. Together, these mechanisms reduse exposure to envircamental
reguiraments, weather, and potential volatifity in natural gas grices, all of which normally raise credit-relatad concerns.
Som2 regulatory uncertzinty is appprent in the Attomey General's Challenge of the 2004 rate decisiens for the EGN LS
utilitfes. Stancard & Posr's Ratings Services does not expect, and curreat ratings do net reflect, any disruption in the current
rates for the utilities

Unregulated operations, @ large industriz| customer base, and coal-fired ganoration facilities that require lorge
environmental expenditores detract frem the business risk profile. E.0MN U.S. may significantly reduce its unregurlated
ahetrations if 4 prefiminary agreemant to exit its involvament with Big Rivars Eleceric Corp 15 finatizad Currently. EONU S
{eases and pperates four of Big River's power plants.

Linguidity :

Standard & Poor's expocts conselid2ted capital expendituras to exceed cash flow from eperatians due to significant
environmental expenditures and conttibutions for the compiny's underfunded penston and other postretirement benefit
obligations, The steady Internal cash fiow generted by E.ON U.S.s regulated operations wili not be enough to meet these
obligations, thus creating & refignce on external financing. Such fusding is expected to be concentrated at E,ON, which also
can ba expected to provide support in the case of snorg-term lquidity needs, {A cross-default clause In B.ON's credit facility
protects £.080 U.S., as long as 15 3 "material subsidiary.”) Liguidity |s augmented oy 0N An E.OR-refated entity provices
3 $200 miflion credit fzeility ta £.0N U5, t ensure funding availability for its money poot

Outlook

The stable outlook is besed on continued cperetional and financial support from E.ON and a corporate strategy that
maintains a primarily low-risk, utltty-bases husiness risk profile The ratings ang cutlook on E.ON U.5. and s subsidianes
are tlosely finked to those on £.0N The impartance of E.QON's US operations to ths group strategy ramains 2 key factor in
the ratings on £.001 LL5. Any change In the parent’s attitude toward its U5, holdinas or In Standard & Posr's porception of
the pareat's support coutd fead te 2 ratings change, Complation of the 8ig Rivers transaction would lessen the company's
expesure to unregulated activines and could tead to ar Improved business risk profile end ngher ratings

Accounting

The financial statements of E.ON U . ere provided to Standard & Foor's, confarm to U.S. GAAP, and are audited by
FricewsterhouseCoopers LLC, The separate fingncial statements of the company's interests in threl Argenting gos utiities
are riot part of that audit, but do net represent @ material part of either the pverall finoacial picture of the company or its
credit profile. With U.S. business activity consisting mainiy of electric utllity operatlons, most of the finandizls are subject to
regulatory edcounting under SFAS Ne. 71 The incentive to undertake any sustained offort to accelerate revenues or defer
axpanses to hoost earnings Is reduced with cost-of-service regulated businesses, as dolng so wauld mainly serve to justify
lower rates in the future The company carries b small amount of reguiatory assets on i balance sheat. Hawever, gqoodwil
constituies & slanificant praportion of the total assets of the company a5 2 result of EON's surchase of EON U &
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Table 2

~Flscat year endod Dec 31, 2004~

Variable #rod Purch Tot  Tatpwr Resldential Commarclal Industrial

Company aame Fual prod HF pwr  prod supp rates rates rates

(S/MWE)
AEF Generating Co 3 382 1813 WAL 334 3138 N# i,
Appstachin Power Qo 1383 1620 T E ApEr 3z ZTa2 8577 43 Bl a7
Cincinnali Gas & Elecine 1528 1788 zZRGE B3002 4422 xRz [ 87 63 4 B
Co.
Claveland Elecine 657 G449 2806 arg:r 32 av 3537 10188 100 12 5062
luminating Cao.
Columbus Southern 445 12 2027 2580 ADB2 33.68 578 B274 4846
Prranr Co.
Congurners Enorgy Co MA MNA 794 NA 791 534 8073 .35 G4 15
Daylen Power & Light 15 00 738 3R Bss 4 5243 ekt b B2 5815
Co.
Detrit Edisen Co. cRex) 251 3287 706 4510 47 4% £5.52 Fi42 LER:E)
Duquesne Light Co NA tA WA 3802 5od 2587 53 B85 ¥1Y5 48 21
Inchang Michigan Power 8384 108G 2297 230 28.24 6644 5816 4228
Co.
Inctanp-Kentucky Elechic 13 5) 1832 1340 Nao 27.00 2700 NA HA FA
Corp. ‘
Inglanapolis Power & 1147 1245 21320 E424 3267 3306 63.08 55 165 4B 15
Light Co
Kentucky Powor Co TRk 1638 1523 224328 3041 27.85 83.44 £633 3381
Kenhucky Utilitias Co o8 Bo: 1611 g1z 2% 29 83 49,58 47 14 3528
Kingspen Fower Co A MNA MA 2950 MNAL 2860 4834 51 TH 3258
Lovigwite Ges & Elecyie 12,77 378 2235 2364 351D 1265 £1.26 25 28 3847
Co. ]
Monongahela Power Lo, 1228 1362 22862 4127 390 1328 THED 58 41 37354
Nanhern Indians Public 14,94 1513 Bas 372 4338 42 87 s5.07 8170 44 48
Senige Co.
Ohio Edison Co. 397 5.33 2985 1384 3382 33 88 58.43 g7 40 54,83
Ohla Power Co 12.35 1377 1835 1o¥e 2873 2785 6020 86 £8 367
Onlo valley Elecine Corp 14146 1516 11.86 2266 2802 2424 WA NA 34 87
Pennsylvania Power Co . 383 .70 1834 3378 23&3 28.26 3 &Y T7.88 5283
Patomat Edisen Co NA e 2078 rap 2r74 36 14 8,20 5128 375G
PSI Brergy tnc. 1464 1583 2232 eI B 2 3535 012 6522 3877
Southem Indlana Gas & 1478 27T 2535 585 4013 28.38 1.3 64 (4 4378
Eiectric Co.
Totogo Edlsan Co. & e 833 3782 3382 42322 885 10182 101 18 4174
Union Lighl Heat & tLA hLA A 3852 HA 385z [Hol g 5503 B0 50
Power Co.
West Bann Power Ca. tA. LA, A, 3385 M A 3382 7 87 B3 73 24 25
Whealing Pawer Co. NA NAL NA WHE  NA 27494 G048 55.00 3354
ECAR avg. 12,56 1376 2404 9388 3270 Jel: R4 74.40 46 56 4347
Standard & Poor's 2342 2253 4948 5001 71.28 1 8% 08 &5 EB 74 8503
avg. -

MWh~tdegawall-hoar MN.A —bot applicadia of avadabla

Table 2

S

~Fiseal year ended Dec 31
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2045 0G4 2803 pdifiry 001

Rating higlory BRE-Gabia/NR BSE-Sannit? SEB LS OheMA-2 LAGtabkls 7 RER-ANeh Posthe?
(HiL. $)
Tetel revenyes 14843 11728 10835 14262 G387
Nt incame cantinuing TZED =50 408 854 1062
Funds from operations (FFO) T2 250 230 2 25 2407
Copital sxpendiluies 1380 458 Z138 24T B 20332
Cash and invegimenls 71 68 7 17.0 21
Total ttebt 11344 11129 10624 10449 aii 3
Preferred siock b 704 E RER] 451
Common eauty G726 as5 ¢ 870 3 TBE 7 GR3G
Total capitat L1era 20792 20114 10526 8 17883
Adjusted ratios

ESIT interest coverage (% 60 52 48 a7 L3:)
FFO il cov. {x) TE & fa ca [
FFOfotal debt (7o} 238 Gl AR 232 267
Giscrationary cash fiowiictal debt (%5; {2.2538) {0.837) D4 (10.783) 0.5
Mot cash flowicapital axpanditure (%) 1850 049 1661 728 840
Total debuiotal capital (%) 525 5386 532 842 501
Retwn on pverage equily (35) 27 w2 103 1G4 125
Commin dhidend payout ratle (unad; ) (%) 310 616 37 815 228

Mote: Figures are fully adjusted, including postretirement obligations

Table 3
Dokl T & T enrete Do iy
2004 2063 2002 20D%
Safes

Totah ratall (GWh) 13,734 11,500 11810 11,377
Resldential {7} 35 23 M2 3Bz
Commercial (3 Y 303 96 208
fndusteia {55) 337 2385 G w2
Otner {55) 106 108 105 168

Wholesale (GWh) 7RIS 7578 7282 LogY
Tolal gafes (GWh 19543 18462 10072 1B.234
Rc_ve_r;nm.;

Total ratai (i, §] 625 531 688 533
Residentisl {%) s 35 b 38a
Commercial %) 223 323 315 320
tndustial () 152 182 191 185
Other {% B8 90 8E 8D

Wholesale fri. $) 86 70 14d 153

Totat revenue (mil §) 810 T FE) 693

Annuil sales growth (%)

Residentist 23 (4531 g7 15
Commarcial 15 (b.284) 29 13
Industial 2B (3062 1B {2182
Total retail 18 {2.558) e 4
Wnolesaln 8 57 A4 15
Trial sales growth 1% 0.6 49 05
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Hetal customer growth 1% 0g K i e

GWn-Gigawaltt-hour

Analytic services provided by Standard & Poor's Riatings Services (Ratings Services) are the result of separate
activitles designed to preserve the independence and objectivity of ratings oplnlans. The credit ratings and
ohsarvations centalred herein are solely statements of opinian &nd not statements of fact or recommendations
to purchase, hold, or sall any secuarities or make any other investment decisions. Accordingly, any user of the
information contained herein should not rely on any credit rating or other opinion contained hereln in making
any investment deeision. Ratings are based on infermation received by Ratings Services. Other divisions of
Standard B Poor's may have information that is not avajlable to Ratings Services, Standard & Pgor's has
established policies and procedures to maintain the canfidentiality of non-public information received during
the ratings process.

Ratings Services recelves compensation for its ratings. Such compensation is normally paid either by the {ssuers
of such securitles or third partles participating in marketing the secbrities. While Standard & Poor's reserves
the right 1o disseminate the rating, It receives no payment for doing so, except for subscriptions to its
publications. Additional information about aur ratings fees is avaliable at

e e T R R A P L LA B

Copyngh! t& 1984-2008 Standert 8§ Faors. a divison of Tre MoGrav-Hil Companies AL A INE T
Alt Rights Reserved. R RTINS
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Summary:

Publication date: (3-Jan-2007

Primary Credit Anaiyst: Todd A Shipman. CFA. New York (1) 212-438-7676;
todd_shipman@standardandpoars com

Secondary Credit Analyst: Brian Kahn, New York;
brian_kahn@@standardandpoors com

Credit Rating: BBB+/Stable/--

Rationale

The ratings on E.ON U S LLC and its affiliales are based primarily on the credit profile of its iwo operating
utilifies in Kentucky, Louisville Gas & Eleclric Co and Kentucky Utilities Co., and the company's focus on
cperaling the fully integrated utilities, with implicit suppont for credit guality from E ON U S 's ullimate parent,
E ON AG (AA-/Watch Neg/A-1+), factored into the analysis E ON has prominently expressed ils support for
EONU S and its intent to maintain its U.8 presence

E ON U.5 's business risk profile is rated '6' {satisfactory}, and its financial risk profile is considered
intermediate (Utility business risk profiles are categorized from "1’ (excellent) to "10" (vulnerable)))

The company's satisfaclory business risk profile is supported by low-risk, reguiated, and financially sound gas
distribution and eleclric operations, efficient generation facilities that allow for competitive rales, and a
supportive regulatory environment The company's electric operations benefit from a fuel adjustment
mechanism and an environmental cost recovery mechanism, while the company's smaller gas operations
benefit from a weather normalization adjustment clause and a cost-of-gas cost adjustment mechanism.
Together, these mechanisms reduce exposure to environmental requirements, weather, and potential
volatilily in natural gas prices, all of which narmally raise credit-related concerns

Unregulated operations, a large industrial customer base, and coal-fired generation facilities that require farge
environmental expenditures detract from the business risk profile E.ON U 8 may significantly reduce its
unregulated operations if a preliminary agreement to exit its involvement with Big Rivers Electric Corp is
finalized Itis anticipated that Big Rivers will obtain control of its plants in September 2007 Currently, E ON U.
5 leases and operates four of Big River's power plants

Ligquidity
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Standard & Poor's expecis consclidated capital expenditures to exceed cash flow from operations due to
significant environmertal expendilures and contributions to the company's underfunded pension and other
posiretirement benefil obligations The steady internat cash flow generated by E ON U S 's regulated
operations will not be enough to meet these obligations, thus creating a reliance on external financing Such
funding is expected to be concentrated at £ ON, which should also provide support in the case of short-term
liquidity needs (A cross-defauit clause in E ON's credit facility protects E.ON U S, as long as it is a material
subsidiary.) Liguidity is augmented by E ON An E ON-related entily provides a $200 million credit facility 1o £
ON U &, to ensure funding availability for its money pool.

Outlook

The stable cuilook is based on continued operational and financial support from E ON and a corporate
strategy thatl maintains a primarily low-risk, utility-based business risk profile. The ratings on and outlook for &
ON U.§ and its subsidiaries are closely linked 1o those on E ON The importance of E ON's UJ §. operations
to its group strategy remains a key factor in the ratings on E ON U.S Any change in the parent's aifitude
toward #s L) .S holdings or in Standard & Poor's perception of the parent's support could lead to a rating
change Completion of the Big Rivers transaction would lessen the company’s exposure to unregutaled
activities and could lead to an improved business risk profile and higher ratings

Analytic services pravided by Standard & Poor's Ratings Services (Ratings Services) are the resull of separate aclivities designed
{o preserve the independence and objectivily of ratings opinions The credit ratings and gbservations contained herein are solely
statements of opinion and not statements of fact or recommendations (o purchase. hold, or sell any securities or make any other
inveslmen! decisions Accordingly, any user of the informalion contained herein should nol rely on any credit rating or other
opinian conlained herein in making any investment decision Ratings are based on information received by Ratings Services
Other divisions of Standard & Poor's may have informalion that is not available lo Ratings Services Standard & Poor's has
established policies and procedures to maintain the confidentiality of nan-public information received during the ratings process

Ratings Services receives compensalion for its ratings Such compensaltion is normally paid either by the issuers of such
securities or third parlies parlicipating in marketing the securities While Standard & Poor's reserves the right to disseminate the

rating, it receives no payment for doing so. excepl for subscriplions to its publications Additionai information abowt our ratings
fees is available at www standardandpoors com/usratingsiees

Copyright © 1894-2007 Standarc & Poor's. a division of The McGraw-Hill
Companies All Rights Reserved Privacy Notice
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Summary:

Louisvilie Gas & Electric Co.

Publication date: 05-Jan-2007

Primary Credit Analyst: Todd A Shipman. CFA. New York (1) 212-438-7676;
todd_shipman@standardandpoors com

Secondary Credit Analyst: Brian Kahn, New York;
brian_kahn@standardandpoors com

Credit Rating: BBB+/Stable/NR

Rationale

The ratings on Louisville Gas & Eleciric Co are based on the credit profile of parent E ON .S LLC The E
ON U 8 ratings refiect the credit characteristics of the two operating utilities in Kentucky, Louisville Gas &
Electric and Kentucky Ulilities Co , and the company's focus on operating the fully inlegrated utilities, with
implicit support for credit quality from E ON U 5" ultimate parent, E ON AG (AA-/Walch Neg/A-1+), faclored
into the analysis E ON has prominently expressed its support for E ON U $ and its intent to mainfain its U S
presence

E.ON U 8.'s business risk profile is rated '¢' (salisfactory). and ifs financial risk profite is considered
intermediate (Utilily business risk profiles are calegorized from "1" {excellent) to 10" (vulnerable) )

The company's satisfactory business risk profile is supported by fow-risk, regulated, and financially sound gas
distribution and eleclric operations, efficient generation facilities thal allow for competitive rates, and a
supportive regulatory environment The company's electric operations benefit from a fuel adjustment
mechanism and an environmenial cost recovery mechanism, white the company's smaller gas operations
benefit from a weather normalization adjustment clause and a cost-nf-gas cost adjustment mechanism
Together. ihese mechanisms reduce exposure to environmental requirements, weather, and potential
volatility in natural gas prices, all of which normally raise credit-related concerns

Unregulated operations, a large industrial customer base, and coal-fired generation facilities that require large
environmental expenditures detract from the business risk profile. E ON U S. may significantly reduce its
unregulated operations if a preliminary agreement to exit its involvement with Big Rivers Electric Corp. is
finalized. It is anticipated that Big Rivers will obtain control of its piants in September 2007 Currently, E ON U
S leases and operates four of Big River's power plants

Liquidity
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Standard & Poor's expects consotidated capilai expenditures to exceed cash flow from operations due to
significant environmental expenditures and contributions to the company's underfunded pension and other
postretirement benefit obligations The steady inlernal cash flow generated by E ON U S 's reguiated
operations wili not be enough to meet these obligations, thus creating a reliance on external financing. Such
funding is expected lo be concentrated at E ON, which should also provide support in the case of short-term
liquidity needs. (A cross-defaull clause in E ON's credit facility protects E ON U § , as long as it is a material
subsidiary } Liquidity is augmented by E ON An E ON-related entity provides & $200 million credit facility to E
ON U S, to ensure funding availability for its money poal.

Outlook

The stable oullook is based on continued operational and financial support from E ON and a corporate
strategy that maintains a primarity low-risk, utilily-based business risk profile The ratings on and outlook for E
ON U.S and its subsidiaries are ¢losely linked to those on E ON. The importance of E ON's 1J.S operalions
to its group strategy remains a key factor in the ratings on E ON U 8 Any change in the parent's atiitude
toward its U S holdings or in Standard & Poor's perception of the parent's support could lead to a rating
change . Completion of the Big Rivers transaction would lessen the company's expaosure to unregulated
activities and could lead to an improved business risk profile and higher ratings

Analylic services provided by Standard & Poor's Ratings Services {Ratings Services) are the result of separate aclivilies designed
{o preserve the independence and objectivily of ratings opinions The credit ratings and obsearvations contained herein are solely
statements of opinion and not statements of facl or recommendations to purchase, hold, or sell any securiiies or make any other
invesiment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other
opinion contained herein in making any investment decision Ratings are based on information received by Ratings Services.
Other divisions of Standard & Poor's may have information that is not available fo Ralings Services $tandard & Poor's has
established policies and procedures 10 maintain the confidentiality of non-public information received during the ratings process

Ratings Services receives compensation for its ralings. Such compensation is normally paid either by the issuers of such
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E.ON U.S. LLC

Major Rating Facrors

Strengths:

o Stable electric wility operations (and associated cash flows; that benefnt 36B4/Stables
{rom a supportive regulatory enviroriment;
o The implicit credic suppurt provided by vltimate parent EON AG; and

o The consistently hugh customer satistaction raungs in region

Weaknesses:
e The reliance on the overseas parent for capital infusions and liguidity needs; and

o The ongoing need for capiat infusions to meet envizonmental and other requirements

Rationale

The ratings on E ON U § are based primarily on the eredit profile of s two operatng unidities in Kentucky --
Lousville Gas & Eleerric Co. (BBE+/Stable/--1 and Kentueky Urilities Co (BBB+/Stable/A-2) - and the company's
foeus on operating the fully integrated unlities Implicit support from ultimate parent £ ON AG (AfStable/A-1) s
stit] factored into the analysis, but 1t has becorse less important 1o the ratings as the stand-alone credic quality of the
U'S subsidiaries has improved. E ON has prominently expressed s support for EON U S and #s inteation to
maintainigs US presence The company's satisfactory business risk profile is supported by low-risk, regulated, and
financially sound gas distribuzion and electric operations; efficient generation facilities that allow for comperirive
rates; and a supportive regulatory ¢nvironmens The company’s electric operations benefit from a fuel adjustment
mechanism and an environmental cost-recovery mechanism, while the company's smaller zas operations benefic
from a weather normalization-adfustrnent clause and a cost-of-gas cost-adjustment mechanism. These mechanisms
reduce exposure to changing environmental requirernents, weather, and volaglity in natura! gas prices, atl of which
normally raise credic-relared coneerns

A large industrial customer base and coal-fired generanon facilities that require large environmental expenditures
detract from the business risk profile EON US has reached an agreement to exic its invelvement with Big Rivers
Elecrrie Corp and would significantly reduce its anregulated opetations if the agreement 15 finalized as planned in
the fail of this year Currently, E ON US eases and operates four of Big River's power plants

Liguidity
Stndard & Poor's Ranngs Services expects consolidated capital spending 1o exceed cash flow from operations
primarily because of significant environmental expenditures The steady internal cash flow generated by EONUS s

regulated operations will nor be enough to meet these obligations, thus creating a reliance on external financing

Such funding is expected to be concentrated at parent E ON AG, which should also provide supporr in the case of
short-term liguidity reeds. (A eross-default clause in EON's credit facility protects EON US| as lonp aswis 2
material subsidiary} E.ON augments lquidity. An T ON-related ensity provides a 5150 million crediv facility 1o
EONUS, to ensure funding availability for its money pool.

Standard & Poor’s RatingsDirect | August 30 2007
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EQONTUS LIC

Outdook

The stable outlook en & ON TS 15 based on continaed support from £ ON and a corporate srrategy that mamtans
a primaniy low-risk, urility-based business risk profile Thy radngs and outlook on EQON U S and its subsidiaries
are hinked o those on £ ON The importance of E ON's U 5, operations 1o its group strategy remains a factor in the
ranngs on EONUS Any change in the parent's attitude toward its U5 holdings or in Standard & Poor's
perceprion of the parent’s support could lead ro a raung change. Completion of the Big Rivers transaction would
lessen the company’s exposure 1o unregulated agrivities and conld lead 1o an improved business risk profile and
higher ratings

Accounting

The Dmancial staternents of EON U S are provided 1o Standard & Poor's, conform s US GAAD and are audited
by PriceveaterhouseCoopers 11O The separate Hnancial staiements of the company's interests in thres Argentine gas
utilities are not part of that audw, but do not represent a marerial part of cither the company’s everall financial
picture or irs credir profide. With U S business acuvity consisting mainly of electric atility operattons, most of the
financials are subject to regulatory accounting under SFAS No. 71 The incentive to underiake any sustained effort

10 accelerate revenus or defer exprases to hoost earnings is reduced with cost-nlservice regulated businesses, as

doing so would mainly serve Lo justify lower rates.

--Fiscal year ended Dec. 31--

2006 2005 rii]il) 2003 2002
Pating histary 399+/Smbles-  S28+/Sthle!- BHBe/Sible/- BBRE«/Stabieii? A /Suablesid
Mil. 5} .
favenues 13380 14243 1728 10435 10262
Netincome fom continuing operalions NG 1269 955 3 B::—f;
Fungs from cperations [FFU; 2024 2718 2150 202 %31
Capial expenditures 160 1389 188 2138 7475
Cash and investments 10 A BB 1.7 170
Delr 0578 ATk ShzE 1058 & 1028
Praferred stock 70.0 764 mna A HER
Cammon equ.ty 10840 9728 CRIA 8783 TEET
Total capitai 22310 22150 2013 20n4 19288
Adjusted ratios
E3IT interest covarage (1) 50 EX 5.2 LX: &7
FFO int. cov. (x] 54 i3 G £ 4 65
rQsdebt %) 227 232 193 E 2
Discrenansry cash fewdoeh 4% (2.3 {GAl 0.4 g
ez cash flow/capex {5 £g7 1EHE 044 308t 776
Debtiotal capital {%) 478 523 535 g2 5482
Beturh oh commen aguity (35, 137 12.7 187 10.3 10

I
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EONUS LLC

—
)

Tahie 1

mon dividend payeut ¢

“fudy mdiested Gnciading postteleament ohkgt.ang}

Teble 2

econciliation Bf Louisville Gas & Electric Co, Reported Amounts With Standard & P

--Fiscal year ended Bece, 31, 2006~

Louisvitte Gas & Electric Co. reported amounts

Dperating Operating Operating
income thefore  income (before  income (after Imerest  Cash tlow from  Cash How {rom
Debt D&A) D&A} D&A} expense pperatinns operations
Renored 3880 78 34790 %0 a0 ki) 3206
Standard & Poor's adjusiments
Gperating teases :3s T ;
Postretrement banefi 48 2 12C 28 20 143 16l
obligations
Pusthase-power ag7 23 77 12 27
SGHREMETAS
Asset retirement 187 i b R 1e 10 07 ik
chiigatigns
Reciassification of - - - {30
NORORETANNG INComE
lexpunses
feclassilication cf - - s - : Het)]
wotking-capital cash
flow changes
Torai adustmenis 1F9E 178 16.2 137 5.2 ha 171 ES
Standard & Poor's adjusted amounts
Operating
income {before fnterest  Cosh flow fram Funds from
Deby D&A} EBITDA EBIT BXpense gperations operations
Adjustag 1HE7 § 364 8 3632 2387 4.7 KL 2524

“Lowsvite Gas & Flecic Lo reponed amoums shown are teven bom she comgeny's Baantal sotements but mipht weleoe atusiments mads oy data providers or
reclassifications made oy Starderd & Foos eralysts Plegse o3le thal two tepoaed amourts loperatirg incoma betzre DEA ang gash biow fior ot are used e
terve more thar one Stantard & Fuor usied amourt{aperatira rcome Lefore BER and EBIT0A and cash hw from eportions ard furds fiom Onpertiors
respeehvelyl Conzegaenthy the first serhon i some tazies may fuature duptonte deschstiling 2l anaunts

20065 2004 2003 2002 2001

Sales

Toral retail {(GWh] P22919 ViFIET OL1hHIa B0 13773
Aesidential {%%) Kt 335 333 i, 332
Cemmercial (S5) 403 LGB 41 236 98
industrial (%) =0 57 e %8 FE?
Other (%) G4 HEH 0.0 RS e

Whalasale (GWhi 037 FR92 76783 111G 83970
Tuial sales (BWh) 08937 195428 183857 184720 183143
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EONUS LLC

Tabie 3

Revenue
Tatat reta! fmit 33 8913 @248 LBOQ 78 333G
Hesidential |5 334 ik k1T 96 ki
Commeraial % A6 B 42.3 s 378
industrial {%] 85 ey 197 g ee
(ther [%) [EH] e 96 98 il
Aanual sales growth (%)
Residensial 7 23 5.0} 67 7B
Commercia 15 10 5% 24 13
Ingustigh 18 28 31 iB 22
Tota! retal’ 48 18 126 38 S
Wholnsaly Vi 1E L1 L4 LB
Teiat sakes growah 14 19 05 40 1.8
Rerzil customer growth 1o 11 8 14 1%

2005 2004 2003 2602 £001

Standard & Poor's averages
Totat ratail GWh W0OE3E  SEME 32858 92187 97383

5
Total utiliy retail sates revenue 'm0 S JB1G 5925 BES.

g 5459 57258
Residential GWh JBOb4 2376 33058 32200 GOES B
Commarcial GWh 33368 21978 30716 729714 305
industrial GWh 25081 24881 74478 24835 15940
GW -~ Gigawatt-hows
Table 4

‘Kentucky Utifities Co

~-Fiscal year ended Dec. 31--

2008 2005 2004 2003 2002
Hating bistory BBB+/Stable/A-7 BEB+/Stable/a-? BE3+/Stalie/A7 BBB/Stable/A? ASiable/A-?
{Mil. 8}
Reverugs 12100 17086 qe54 eI 8882
Netincome from continuing oporaliens 1520 1121 Uk 914 9314
Fencs from operaticns IFFO) 2368 WA FAvR 2428 1749
{Czpital expenditures 385 win 584 KRR 2378
Cash and investments 5 E7 £5 48 54
[apt 1,146.8 HEEIR 8751 9580 Bi1h
Zrefenec stock 11y 0d 387 0.6 [thi}
Common exuity 11830 8749 9757 666.7 FaR:]
Totz! capual 23388 20367 19410 ° 8846 1,553 4
Adjusted ratios
EBIT interest coverage {xi 61 tg i 80 53
FFO ins cov (x) g0 77 ig i3 fa
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FONLUS LLC

Tabie d

Drsuraticnary cash dlmw/ceat {5 [ERRtH 7 ] NG A B
fhet cash bow/tagen 1% E7 7 1354 038 03 26
Dabtirotal zapiai (%) A6 L0 57 533 54
AU 06 CUMMan gguity {5 ) 1 14 Hi¥
Corman ow dent pavast ain ity ) (5 G0 433 435 M

*Fuliy atntay prelycing pealatnerent gligauong
Table &

P

‘Recanciliation Of Keatucky Ut

lities Co. Reparted Amounts With Standard & Poor's Adjusted Amounts (Mil.5)°

--Fiscal year ended Dec. 31, 2006~

Kenrtucky Utilities Co. regorted amounts

Operating Dperating Opceating Cash flow Cashflow

income income income tnterest fram fram Capital
Debt [hefore D&A) (before D&A)  {after DRA)  expense  oporatins  operations  expenditures
Henoned L0 B0 RELR D 390 239 234 KEEAT

Standard & Poor's adjustments

“n

Operating ieases 7 i G5 s 3 25 23 rE
Postretiremant A ] B BO 0 Y {13
nenafit chigetons
Burchase-gowe: 8 KR 38 i a8
dgresments
Assel retirement €2 Bt e 0 0 07 07
ghiigations
Rectassifivation of s -
naKapeEaing ncoms
{expenses]
Rgzlagsification of : - . - - pcAe
wrking-tapital case
flowe changes
Towat athustments 206 s 198 e 433 83 e 138 25
Standard & Poor's pdjusied amounts
Ogperating Cash {low
income interest from  Funds from Capita
Debt {befare D&A} EBITCA EBIT  expense pperations operations  expenditures
Adzusiad BRELR 3658 B3Iz 2es £5.3 2258 2368 g
“Kentuoky Unltes Coreponiid amounts shown e taken fom the companys feannial tlalements bul mighrchide aiusiments made oy dai prowgals o
sezlasefieations made oy Sandard & Poor's analysty Flgasn rota that taC 1pn0ntd amounis f2paialng Incame kefore 254 i How {rom oneiationsl s esed i
dets e tan onp Sandad BOPow s-adiosles pmoant iepananng nnore belme TEA SR ERITDA anr cast Do ftom sheiahang and funis Dom anitationt
rapecnvelyl Consaquentty (o et section o snme 13018s My Teature Junhioate desonitioRs ans amaurt:
Table 6
H]
2005 2004 2003 2002 2001
Sales
Tota! rgtail [GWhH ISE7ET EZE 175838 126311 1583631
Residential %4} AT 23R 340 kIR -
Standard & Poor’s RatingsDireet | August 30 2007 6
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Table 6

sttachment to Response to AG -1 Question No. 85

Commsrcia: 1% 312 3z 121 235 %
Industnat (%) 3 337 33 e icEs
Qither (%4 ol ] 0c 87 58
m\.‘JhnéssaJe!G‘.‘Jh} 87877 SU0ES AEWI0 L¥8C2 17iE
Tt sales (EWES RIS ZAWIBY PI5E4H YIABA 263480
Hevenue
Tovat retail {mil 8} Bi6 7 B4t 7397 ViTA] 6425
Aesidentia! %) B4 3T7 377 B8 379
Commercial {1 341 7 JAE 252 %7
tndustiat %) g 218 278 7 2
(he: 150} 0L [ty O& EB 2
Annual sales growth (%)
Hesidantial 71 27 {37 97 1061
“Commercial 13 28 B4 43 GO
Insusrial 71 & TIY
Total st a3 3s 10.21 60 2.0
Whalesale b3 21 3y sy 18
Totaf satas grawth 38 iz .0 138 438
Agtait cusiomer growth ; 4 1] 13 7
20[!5 2004 2003 2002 2601
Standard & Poor’s averages
Tota! retalt BWh 100538 98218 43858 $23H7  §I39:3
Fotal uthity retal sa'es revenye [mil & g g 6525 565 8 5450 £72.8
Hosidential GWh 38004 33716 33096 37200 3DEES
Commercial GWh 33368 3978 3aT7D 0 247% 4 30530
intustrial G\Wh JE0BY 24830 244758 ZAGng 25840

GWh - Gigawait-hours

Tabie 7

Puwe 27 of 48
Rives

EOoNUY LLC

Var
Var  Tat Tot  purchase- Fixed Tot
Company 0&M  var Fixed gen power purchase-power embedded Residential Commercial  Industrial
rame Fuel costs costs  costs  cosls costs rosts £osis rates rates rates
$/MWh
Alabama 185 g 20 83 84 334 334 58 817 157 456
fower Uo
AlecaPowsr 32 96 137 itT 8% LR g2 24 £8 4 738 587
(ensrating
ing
Carahng 206 R I A R s 37 474 595 RER BE 0
Fower &
tighi Co
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EONUS LILC

Central g KA NA HL MA 159 iR iy 739 BB 2 7
g &

Fabhr

Servizes Co

[uke Power 108 TRML B9 4G4 e 155 420 7 §27

[

Electric 1 E 67 g 75 143 269 208 154 N HA 530

Engrgy Ing

Entergy 103 I N | 7 SCR L KER] 33 416 gt 607 493
frkansas

ns

Eriargy Gulf 4672 t6 478 N7 1Eg 37 7 853 37 g6t 87 R
States lon

Energy 857 P70 569 s BE i w03 747 957 4E9 87 E
Louistene

ing

Emergy 511 RV R S kN 340 8212 G4 3 81 0
Wigsissippi :
ing

Entergy 877 7 BEL 287 : 58 m7 65 931 B8 534
Neve

Orieans Inc

Smenyy 133 03 gz s 507 573 74 544 g A A
Fowst Ing

Ceorgi 288 13738 WY 4Lg 347 w7 g7 358 [Eg: e
Power L.

Ithngis W& A¢ WA KA WA i 202 o5 7% 7hE 872
Power Co i
Kantucky 220 G5 22§ g 7] 28 175 3B 551 83 107
Usitisies Co. ‘

Lockhar: MA ih U5y 384 36s 27 7 a1 825 83E Bl

Fower (o

Lopisvills 163 ga Vil A |5 its 159 379 647 o8 18
Gzs &

Eeniric Lo

Migsissippt 287 98 s 54 88 789 527 951 i 50
Zowar (o, o
Maunt AA NA NA WA A 152 3 ki 473 03 973

Carmagl
Public Litkty
Co
Sevannah aty ZE 437 6783 4 2w 677 105G S64 878
Blecire & i -
Fowe: Co.

Sauth i 16 247 M0 877 73 73 57 977 e 83
zoling o i
South 223 12 238 R 34C FA hA 345 NA NA L1

Carglinz
Henzrating
Cu Ing
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EONUS LLC

Tahle 7

System a? /0
Enecgy

Puseurces

ine

(a4

[
t

3

a5 WA Kh 588 A A MNA

Lnioh
flectnc Ca
Vinginea 0% T4 Vg 235 &hd KLE:] 385 538 B
Elegtric &

Fower Ce

SERC 267

BVEIE(E
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Font's
average

o

A - Notapplicabia o availadle kwh - Neg

wELT-H0L
Table 8
{Electric Residential Cu

20086

Name Ciiference  Hank
TAEP Midviest 128 7
Aliant Energy Corp 5L 124 {381 &
Amaren Corg 356 108 153 10
Censemets Energy Lo, 653 " 118! 4
Davion Power & Light (o £3g fig* {22} pic]
Getroit Edison Co £33 552 {54 4
Dke Energy-Midwes: BV i ] i
EONUS. T 7BE {40 !
Exelon-Combd Yy 577 153} 15
Fustbnergy Midwas: 551 657 116 "
ndignagols Powaer & tight Co. 70z T 18] 3
¥angas City Power & Light Co 76 i 127 i
WidAmerican Energy Co 713 i {Z8) 2
We Engrgies 548 848 B 12
Xeel Energy-idwast 894 722 33 8
Kidwest regicn average 533 Y 137
industry average 668 704 136}

EONUS. e
Cerporate Cradit Rating 8BB+/Stakla/-.

Curpnré!_e Credit Ratings History
05-Aug-2003 BBB+/Stable/ -
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EONTSY LLG

12-5ep-2002 A fSvabief
09 Apr-2001 BBB+/Watch Pas/
Business Risk Profile 1t 2 3 4 5§ E] 7 8 @
Financial Risk Profile Intermediate
Related Entities
Central Networks East PLE
Issuer Credis Ratin A-fSipblesA-2
EDNAG .
Issuer Ceedit Rating AjSiable/Anl
Commescial Paper

{pcal Currency A
Senior Unsecored
EON UK. PLE
taster Credit Reting AfSrablesAc?
Senior Unsecured A
Kenticky Utilties Co
tssuer Credit Rating BBB+/Stable/A-2
Commercial Paper

Logst Cunency Al
Leuisﬁi]le. Gas & Electric Co.
Issuet Eredit Rating BBB+/Stable/ R
Senfor Unse_ﬁur_gd

Local Curtency " RBA+
Pq\égkgé;{iﬁgsi Midlands) Investments
tsser Credit Rating Ar/Statie)
Senior Unsecured A-
in_er'g'gn L.,
Issuar_i:rec]t'ﬁaiialg A-/S1able/A2
Senigr'Uﬁsec_L_lred.. '

Fuieign Currengy BB3+
Pawergen Fe!ai_l Ltd,
issuer Ceadit Rating A-/Stabie/A-2
*Unless exheneise neted & 5 1 g wlings Stan
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Global Credit Research
Issuer Comment
Moody's Investors Service 5 APR 2007

issuer Comment: E ON U.S LLC

Moody's comments on EONU.S LLC and its subsidiaries

Moody's fnvesters Service sawd that the downgrade yesterday of the senior unsecured rating of £ ON AG 1o A2
from Aa3 does notrigger a change in the ratng or oullook of E ON US LLC (A3 tssuer rating) and ils
sybsidiaries Louisville Gas & Electric Company {LG&E: AZ issuer Rating). Kentucky Utilities (KU AZ tssuer
Ratingjand EON U S Capital Corp (A3 senior unsecured debt)

The ratings for E.ON 1.8 LLC and its subsidiaries reflect the substantial degree 10 which they maintain an
independant crediy profitg thatis supported by the pamarily regulated nature of their underlying cash flows
Specifically, core financial metnes (incorporating Moody's standard analytical adjustments) remain positioned
within the ranges cutlined in our Ralting Methpdolagy for A-rated utilities with medium business tisk profiles
LG&E's ratio of FFO to debl and FFQ inlerest coverage were approximately 24% and 6 times for the twelve
months ended December 31 2006 KU's credit metrics for the same period were slighily slranger at
approximately 268% and greater than 7 umes. respectively

The credit analysis of E ON U.S LLC and its subsidiaries also considers inler-company funding suppon in the
form of loans frem other subsidiaries of E ON AG. Due to the magritude of on-going infer-company funding the
ralings and cutiook of the U S enlities could be siiecied f £ ON AG's senior unsecured rating were 10 be
downgraded further from ds current A2 level

The raling culloox for EONAG. EON U B LLC. LGAE KU and E ON U 5. Capilal Corp i3 stable

£ ONU S LLC is headquarntered in Louisvitle. Kemlucky

Contacts Phone
Scott Solomon/New York 201-915-8764
Richard E. Donner/New York 212-553-7225
Michael Rowan/New York 212-553-4465
William L Hess/New Yotk 212-553-3837
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Credit Opinion: Louisville Gas & Electric Company

Louisville Gas & Electric Company

Lowuisville, Kentucky, United States
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Global Credit Research
Credit Opinion
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Louisville Gas and Electric Company (LG&E) is a reguiated public utilly that supplies natural gas to approximately
324.000 customers and electricity to approximately 388.000 custorners in Louisville and adjacen! areas in
Kentucky. LG&E's coal-firad electric generating plants produce most of LE&E's electritity

LG&E is a2 wholly-owned subsidiary of E.ON U 8, LL.C (A3 tssuer Rating). E.ON U.5. is an indirect wholly-owned
subsidiary of E ON AG (A2 senior unsecured) LG&E's affiliate Kentucky Wilities (KU: AZ Issuer Rating) is a
regulated public utility also operating in Kentucky Ahhough LG&E and KU are separale legal entities. they are
operaled as a single. fufly integrated system and provide the majority of the consolidaled eamings and cash flow of

EONUS

Rating Rationaie

LGA&Es A2 Issuer Rating is based on the ulility's strong financial profie. favorable cost positions and balanced
requiztory envirenments Core financial metnics (incorporating Moody's standard analylical adjustments) remain
positioned within the ranges outlined in our Rating Methodology for A-rated utilibtes with medium business risk
profites. Specifically, LG&E's ralio of FFO o debt and FFQ interest coverage for the twelve months ended
Dacember 31. 2006 were approximately 24% and greater than & times respectiveiy

LG&E has an enviranmental cost recovery mechanism in its electnc rates that aliow for the timely recovery of
envirgnmental costs required fo meet federal and state statutes This is important given that LG&E and KU expect
their combined near-lerm envirchmantal capital spending o exceed $1 biliion through 2009 The ulility also

venefits from a fuel adjustment clause that eliminates supply cost volatilty

The credit analysis of LG&E also considers intercompany funding suppor in the form of doans from other
subsidiaries of E.ON AG. Due 10 the magnitude of on-going intercompany funding the ralings and cutiook of LGAE
could be affected if £ ON AG's senior unsecured rating were 0 be downgraded from its curren! level

The chalienges ahead for LG&E include supporting the level of demand in its service territory and maimtaining an
adequate reserve margun To that end. it has begun construction of a 750-megawatt coal-fired generating station of
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which KU and LGAE own urdwided 60 79% and 14 25% interests respectively The rematning 25% interest is
gwmed by regional mun:cipa!l power entities  The gereraling siation 1s expetied 10 hagin commercial aperation in
2010 at a tofal cost 10 KU and LGAE of approximately $800 mitlion

Rating Outlook
The slable rating outlock refiects Moody's cxpectaton that LG&E wali continue (o show strong fundamentals
What Could Change the Rating - Up

in lght of LG&E s sizeable expenditure program hrited prospects exist for the rating 1o be upgraded over the nex!
several years Longerterm, core financial metrics wouid need to improve considerabdly. such as FFO 1o dent
greater than 35%. lor Moody's lo consider an upgrade

What Could Change the Rating - Down

Moody's would consider a rating downgrade i £ ON AG's senior unsecured rating was downgraded from s
current levet or significant ghanges were made to LG&E's environmental cost secovery mechanism

@ Copyright 2007, Moady's Investars Service inc andlor ils licensors including Mooty's Assurance Company. inc
(together. "MOODY'S") All rights reserved
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Globat Credit Research
Rating Action
Bfoody's Invostors Service 3 MAY 2007

Rating Action: ioaseio Sas L Sinstiin Compary
R

Moody's downgrades four Louisvilie Gas and Etectric issues due to release of security
$120 million of debt securities affected

New York, May 08, 2007 - Moody's investors Service downgraded (our tax-exempt debt issues of Louisvilie Gas
and Electric Company (LG&E: AZ Issuer Rating) to A2 from A1, The four issues are: Trignble Counly Poliution
Control Revenue Bonds, $27.500,000 2601 Series A due 2026 &end 335,000,000 2004 Series B due 2027 and
Jeflerson County Pollution Control Revenue Bonds, 522,500,600 2001 Series A due 2026 and $35,000.000 2001
Series B due 2027 LGAE is the obiigor under each of Ihese issues LGAE's A2 Issuer Rating remains unchanged
Tre rating ouiiook s stable.

The downgrade of these securities was triggered by the terminalicn of LG&E's morigage indenture daled 1949 and
i's associated supplemental indentures Specifically, 2!t four issues have “fall-away” colialeral provisions that are
triggered upan termination of the merigage indeniure. In light of the termination of the mortgage indenturs these
four issues are now senior unsecurad obligations of LGAE and thelr ralings have been adiusted accordingly.

Saeparately, Moody's downgraded the underiying raling for several LG&E Poliution Conirol Revenues Ronds (o A2
from A1. The repayment chiigations for these Paliution Control Revenue Bonds remain guaranteed by third-party
financial Quaranib:s end the bonds continue o be raied Aza,

Louisville Gas and Electric is a wholiy-owned subsidiery of E OM U 8. LLC #tis headquartered in Louisville,
Kenturky.

Mew York

Wiliam L. Hess

Managing Director

Corporate Finance Group
Meoody's tnvestors Service
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New York

Scotf Sclomon
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Corporaie Finance Graup
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& Capyright 2007. Moody's investors Service, Inc. andfor its ficensors including Moody's Assurance Company, inc
{together, "MCODY'S"} Al rights reserved

pdtwww niaadys. cammeadystaust research M DCdac s G8:20066000004 339 34 asp  TameOfRef=eompurale (3 of 235/82007 1:57:05 P\



sttachntent 10 Response 1 26 -1 Question No, §5
Page 36 ol 48
Rives

14 apezd b ax chare! HopvsmjtditHe hoc Fddgdji Lt lesl ipld e ot gz

Lt

FU B X X /n ppezu/n B ppe2i A U ek (N E Depad VS 77111 11544 BSta@itn | P51 g cosmpebel 130y 36BB2;58, 18100



Moody's vestors Sarvice

Cradit Opirdon: Louisville Gas & Electric Company

Louisville Gas & Electric Company

Louisville. Kenfucky. United Stales

Glabal Credit Research
Credit Opinion
130 JUL 2007

Ratings

Category toody's Rating
Outtook Stable
Issuer Rating A2
Uit Parent: EON AG

Qutloogk Stable
Bkd Sr Unsec Bank Credd Facility -Dom Curr A2
Senior Unsacured MTN -Dam Curr A2
Commergial Paper -Oom Curr P-1
Parent: E. ONUS LILC

Cutlook Stable
Issuer Rating A3
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Analyst Phone

Scott Solamon/New York
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William L Hess/New York
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Oplnten™ 5

Company Profile

Lauisville Gas and Electric Company {LG&E) is a regulated public utility that supplies natural gas to approximately
324,000 customers and electricity lo approximately 398 000 customers in Louisville and adjacent areas in
Kentucky LGEE's coal-fired slectric generating plants produce most of LGAE's eleciricity

LGAE 15 a wholly-owned subsidgiary of E ON U §.LLC (A3 Issuer Rating) £.0N U.S is an indirect whelly-owned
subsidiary of E.ON AG {AZ senior unsecured) LGEE's affiliate Kenlucky Utilities (KU: AZ tssuer Rating}, 15 a
regulated public ulility aiso operating in Kentucky Although LG&E and KU are separate legal entities, they are
operated as a single. fully integrated system and provide the majority of ihe consslidated eatnings and cash flow of
EONUS.

Rating Rationale

L.G&E's A2 Issuer Raling is based on the ulily s strong financiat profile, favorabie cosl pasitions and balanced
regulatory environments. Core financial melrics {incorporating Moody's standard analyticat adjusiments) remain
positioned within the ranges outlined in our Rating Methodology for A-rated utiities with medium business risk
profiles Specifically, LG&E’s ratio of FFO to debt and FFO inlerest coverage for the tweive months ended
December 31, 2005 wers aporoximalely 24%% and greater than § tmes respactively

LGA&E has an envirohmental cost recovery mechanism in its electric rales that aliow for the timely recovery of
environmental costs required to mee! federal and state statutes This 1s important given that LG&E and KU expect
their combined near-lerm enviranmentai capital spending to exceed $1 biflion through 2009 The ulildy also
benelits from a tuel adjustment clause that eliminaies supply cost volatiiity

The credit analysis of LG&E also considers intercompany funding support in the form of laans from other
subsidiaries of E.ON AG. Due to the magnitude of on-guing intercomparny funding the ratings and oulicok of LG&E
could be affected if £ ON AG's senior unsecured rating were to be downgraded from its current leve!

The chaltenges ahead for LGAE include supporting the level of demand i its service territory and maintaining an
adequate raserve margin. To that end. it has begun consiruction of a 750-megawati coal-fired generating station of

Attachiment to Response (o AG -1 Question No 85
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Attachment 1o Response to AG -1 Question No. 83

which KU ang LGAE own undivided 80 75% and 14 25% interests respectively. The remaining 25% mnterest is
owned Dy regional municipal power emmes The generating statior 15 expecled to begn commercial operation
2010 at a total cost to KU and LG&E of approximately $900 miltion

Rating Qutlook
The stable raling outlook reliecis Moody's expectation that LGAE will continue to show sirong fundamentais
What Could Change the Rating - Up

In kignt of LGEE's sizeable expenditure program fimited prospects exist {or the rating to be upgraded over the naxt
several years Longer-lerm, core financial metrics would need o improve considerably. such as FFO o debt
greater than 35%. {or Moody's to consider an upgrade

What Could Change the Rating - Down

Moody's would consider a rating downgrade if E ON AG's senior unsecured rafing was downgraded from its
current lgvet or significant changes were made to LG&E's environmental cost recovery mechanism

@ Copyright 2007, Moody's Investars Service. Inc “andior its licensors including Moody's Assurance Gompany, Inc
{tagether, "MOODY'S"} All rights reserved.
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Summary:

Louisville Gas & FElecrric Co.
Credit Rating:  BBB+/Stable/NR

Rationale

The rating on Lowsville Gas & Eleciric Co {LG&LE) 15 based primarily on parent E ON US ELC's ¢redin profile
The £ ON U S raning reflects the credin characeristics of the vwo operating utilines i Kenwecky - LGEE and
Kensucky Uttliztes Co (BBB+/StableiA-2) - and the company’s {ocus on eperating the fully integrated vtilites
Implicit support from E.ON U S " ulumate parent, Germany-based £ ON AG (A/Stable/A-13, is srill factored into the
analysis, but it has hecome less important wo the rating as the stand-alone credin quabity of the US subsidiarices has
impraved L.ON AG has prommently expressed s support for EONUS and its intent vo maintn s U S

presence

The excellent business risk profile is supported by low-risk, regolated. and linancially sound gas dissribution and
electric operations, efficient generation facilitics that allow for compertive rates, and a supportive regalatory
environment The company s eleceeic operations benefit from a fuel adjustmen: mechanism and an enviconmental
cost-recovery mechanism, while the company's smaller gas operations beneliz from a weather normalzation clause
and a gas cost adjustment mechanism. These mechanisms reduce exposure to changing environmental reguirements,
weather, and volatility in natural gas prices

Alarpe industrial customer base and coal-fired generavion facilities that require large cavironmental expenditures
derract from the husmess risk profile. E ONUS has reached an agreement to exis is involvement with Big Rivers
Electric Corp . and would significantly reduce us unregulated operations if the agreement is finalized as planned,
following review by the Kentucky Public Service Commission Currently, EON US leases and operates {our of Big
River's power plants

Liquidity

Liquidizy needs are managed primarily by E ON U5 Standard & Poor’s Ratings Services expects consolidated
capital spending 1o exceed cash flow from operations, primarity because of significant environmental expenditures
The steady meernal cash flow generated by EON U S regulated operations will not be enough to meet these

olligations, thus creating a reliance on external financing,

Such funding is expected o be cancentrated ar parent EOM AG. which should also provide support in the case of
short-rerm fiquudaty needs (A cross-defavlt clause in B ON's credut facility covers EON US , as long as it 15 4
material subsidiary ) E ON augments Hguidine An E.ON-related entity provides a 5130 million credut factlity ro

E ON U .. 1o ensure funding availability for its money pool.

Qutlook

The stable outlook on E.ON U S and subsidiaries is based on contnued support from £ ON and a corporate
strategy that maintains a primaridy low-risk, utility-based business risk profile The ratings and outlook on E.ON
LS and 1s subsidiaries are loosely linked 1o those on B ON. The importance of EOM AGs U S, operavions 1o us
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Supinary: Lowssuille Gas & Electrie Co

group SRy remains a factor mthe raung on LOMN U S Any change in the parent s amunde toward s 1§
holdings or m Standard & Poor's perception of the parencs support could lead 10 2 ratng revision Completion of
the Big Rivers transaction would lessen the company's exposure to unreguiated actvities and could lead 1o an

improved business risk profife and a higher rating
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e Fiem unznown Page 144 Date: 5/16/2008 523 02 P
Lonigville Gas & Elecuic Company Page 1l of 3
Giobal Credit Research
CradH Qpinion
" soadys Investors Sarvizo 16 WAY 2008
Credit Opinion: Louvisville Gas & Eiectric Company
{ouisvillo Gas & Elactric Company
Loufsvilla, Kentuchy, Urked Steleg
Ratings
Category Moody's Rating
Culigok 2hle
issuer Rating AZ
Uit Paront: EON AG
Outlock Stahle
Bke Srilnses Bank Credlt Faclity -Dom Curr AZ
Serin? Unsesured ~Bom Curr A2
Commarclat Paper -Dom Curr =8
Parent: E. ON ULS, LLC
Qufiook Stahle
izsuer Reling A3
Contacls
-’ma\yét . Phono
Scoit Solomon/Mew York, 2019158764
William L. Hags/New York 22 553,3837
Gpinion '
Cﬁmp_rs_ny Profile
Louisville Gas end Flectde Compeny (LGAE) is 5 ragulatad public uility that supplies naturel gas to appmxrrn'rla%y
225,900 eustomers and sleciricly to approximatsly 407,000 customers in Loulsville end adjacent araas in
Kenlycky. LG&ES coalfired elactic generating plants pm:iuce most of EG&E's elactrisity.
LGE&E is a wholly-owned subsidiary of EON U.S. LLC (A3 lasuer Rating). £.0N U.S. s an indirect whetly-ownod
subsidiary of E.ON AG {AZ zenlar ynzeccred), LGEE's affiiige Kentucky Utiities (KU A2 tasuer Reting), is g
reguiated public ulllify 8lso operatlng In Kentusky. Although LGE&S and KU are separate legat entilles, they ara
epeipted a5 & single {ully Integratad systom and provide the majority of the cansolidated samings and cash flow of
Z.0N U =
For the twalve fnsnlhs endst Dacamber 31, 2007, LEEE repored appromately $1.3 bilfon in revenue and §3.3
hilllon of assals.
Rating Rationale
LEEE's AZ Issuar Raling & bagad on the utiiity's strong financial profile, favorable cost positions and balanced
rsguiatory environmients. Core financlal metrics {Incarporating toody's standard analytical adiusiments) rematn
posttoned wlin%n the ronges oullined # our Rating Mothodology for A-raied wiilities with medium busingss gk
prafies.
BTRONG FINANCIAL PROFILE anD CONSERVATIVE FINANGIAL POLICY
Whitz down slightiy from prior evels due to debi incurred to fund constuction of its cwnership in the Trimble 2
generating facilty, LOAE's key financinl malrics, as adjusted by Moady's, retain consistent vith its A2-rating
calegory. Spocifically, LGAE's ratio of FFO to dabi and FFO Intsrest coverage for the twelve manths ended
Dezember 31, 2007 were approdimately 23% and 6 Umes respaclively.
hiteo thimrr mandeo ramdmandus/metirasnerrh MM Ann /O INNN KONONNAT TARA venTFame R aferarnn SIARMINNOR

Thig fax was r2ceived ny GFI FAXmaker fax sever, For more inlormation, visit iep:ifwwa gk com
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Louisville Gas & Elecwic Cernpany Puge
LARGE CAPITAL EXFENDITURE PROGRAN

The chellenges ghead for LG&S includs supporing the lave! of demana in s servige temitory Bnt melmghning an
atequats reserve margin in ight ol iig eging feer of cashfired generating faciliiies. To tnat and, it has bagur
sonstruclion of 2 750-magawat! Trimbls 2 coat-fired gsnarating station of which KU and LBEE own undivider
50.75% ang 14.25% interests mspectively The remaining 25% interest s owned by ragiona! mynicipal power
entilies. The: genarating station is axpacted to bagin commercial ogergtion in 2010 2t a tote! cost o KU and LES&E
of approvimately 000 million

CONSTRUCTIVE REGULATORY EnARDHMENT

LG&E has an environmental sost recovery mechanism |n its elestie rales thet aliow for e regovery of
etvironmental cosls raquirsd to meet fetieral and siale slatutes. This is importora giver thet KU and LGAE
envirnmantsl cepital spending will excegd $1 bilicn i sggregats. The wility also benefils from a fuel adjustinent
clause thet elimingtes supply cest voiaiiity

INTERCOMPANY FUKNDING SUPPORT

Cur cradh analyels of LGBE congidsrs IMsroompany funcing support in the forer of loans from other subsidianas o
E.ON AG ntersompany debt eccounted for mors than 40% of LGEE's long-term deb! al Decémber 31, 2007, Dua
to the megniiude of an-gaing ‘nlercempany funding the rrings end outlook of LB&E could ba affecat if EON AG's
sanior unGeeuraY raling ware to ba dovingraded trom s curent leve!

LiIDITY

LGAEs external sourcas for liguldity inciudes $125 million of biiataral lines of cradit with third party lenders cue
2012 and an tntercormpany money pool agreemant where E.0N U.5. andior KU make up to $405 millien of funds
available 10 LGEE. LG&E's borrowings undar the Itzrcompany maney pool ot March 29, 2008 weare 5108 million
Thiere were no bomewings vnder the blletsral tinas of oradin

0N ULS. maintains & reveiving cradst faclity totalng $311 milion &t March 31, 2008 with an affifated company 0
ensure funding svailsblity for the money poo!

Rating Outicok
The steble rating oulivok refiscts Moocy's expectzton et LGEE vAll continue lo show strang fundamentals
Whet Could Change the Rating - Up

In I:‘gﬁtm‘ LGEE s slzenble expenditum: progrem limited prospasts exist for tha rating fo be Lpgraded cver the next
severs! years. Longer-term, core financls! matres would need to Improve cornsiderably, sush 25 FFO o dabt
greatar than 353, for Moody's 10 considsr &n upgreds '

What Could Change the Raling - Down

Hoody's would consitter & raling downgrade i £ ON AG's senior unsecured rating wes downgraded from its
cum;nf ievel or significon! changes wars mage 1o the environmantal cost recovery meshanism,

© Capyright 2008, Mondy's Investors Serice. Inc. andior s licensers Insluding Moody's Assurance Company. Ing
{together, "MODDY'S"). All rights reserved,

ALL INFORMATION CONTATHED REREIN IS BRDTECTED BY COPYRIGHT LAW AND NONE OF SUCH THFORMATION MAY B8
COFIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTEN, TRANSFERRED, DISSEMINATED,
AEDISTRIBUTED OR RESGLD, OR STORED FOR. SUBSEQUENT USE FOR ANY SUCH PURPDSE, IN WHOLE OR, [N PART, IN ANY
FORH DR MANHER CR BY ANY MEARS WHATSOEVER, BY AllY PERSON WITHOUT MOODY'S PRICR WAITTEN CONSERT. A4
Infarmation contined hzrain &5 obtsined by MOODY'S frem sobrees balleved by 1* to ba ozourate and reliable. Bazguse of the
pesstbliiny of human o rtchanical errer as wel 25 other Tactors, however, such infarmaticn is Srovided *ag is* wiinous warrsrry
of zny Knd wed MOODY'E, in particulas, mahkes no repraceriation or Warranty, express or implied, 24 to the scoursey, tmslinass.
completaness, maschantablity or Htness for any parbeular purpase of any sich information. Unter no credmstances shat
MOCIY'S have any Nabilly ks any cerson or ectity for (9) any loss or gamage In whais oF in part eatses by, restibing from, e
releiing to, aay avor (negligant or athewise) or sther dreumatance gr contingency within or ouTs!de tha control of MOODY'S or
ny ¢f jts direstors, officers, amplovees or apents In connection vith the proturament, coieaton, somplintion, saalysiz,
nearpremtion, communeation, publication o defivery of any such Infermation, oF (b} any dinet, indiree, spettal, consacusntial,
Compensatery of (ncloentat dameges whatspever (indluting witholt Umitaticn, lest grafity), even i HODDY'S |1 sovises In
advansa of the pomsibliity of sush gamages, resuiting from the use of o2 nability 1o vse, 3ny suzh information, Tha cradit ratings
end finencial reporing ansdyis abservations, ¥ any, conntiiing park of the toformation containes hereln are, and must e
canstrued soiely 2%, STRLEMENLS 0f bENioN Ang Nt stataments of fact or recommendations t purchase, sell o keld any
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Summary:

Louisville Gas & Electric Co.

Credit Rating:  B80«/SablziiR

Rationale

The rating on Louisville Gas & Eleerric Co. {LG&E} is based primarily on parent £ ON US. LLC's credir profile
The B-ON US. rating reflects the credic characteristics of the two opeeating uiilities in Kentocky - LO&E and
Kenrucky Urilicies Co. (BBBE+/Stable/A-2) - and the campany's foeus on operating the fully integrated utilities.
traplicit support fram EONU S alimarte parent, Genmany-based EON AG {ASStablefA-1), 15 stilt factored info the
analysis, but it bas become less importan: to the rasing as the stand-alone credic gualiry of the U S subsidiarics has
improved, E.ON AG has prominently expressed 15 support for BON US and its intent to maintain its U5
preschee,

The company's excelient business risk profile is supported by Yow-risk, regulated, and financially sauad gas
disrribution and cleerric aperations: efficieat generation facilities that aflow for compuetitive satess and a supportive
regutatory enviconment. The compuny’s electric operations benefit from a fuel adjustiment mechanism and an
epviranmuntal cost-recovery mechanism, while the company's smaller gas operations benefir from a weather
nurmalization-adjustment clause 2nd a cost-of-gas cost-adjusoment mechanism Together, these mechanisms reduce
exposure to changing envirunmental requiremients, wearher, and volatility in natoral gas prices, all of which
normally raise credit-relaced concerns. LGEE serves abour 385,000 elecuric customers and 312,000 natural gas
customers throughout Louisvilie and 16 surrounding counties

A large industrial customer base and coal-fired generation facilies that reguire large environmental expenditures
deeract from the business risk profile. EJON U.S. has reached an agreement to exit its involvement with Biy Rivers
Electric Corp. and would sipnificantly reduce its unregulated operations if the agreement is finalized a5 phanned,
foltowing review by the Kentucky Public Serviee Commission, Currently, EOMN TS lenses and operates four of Big
River's power plaats

Liquidity
Standard 8¢ Poor's Ratings Services experts consolidated capital spendiog to exceed cash Aow from sperations,

primarily because of sigmificant ervironmental expendimres. The steady internal cash flow penetated by EON U S

regulated eperarons will not be enough to meee these obligasions, thus creating a reliance on external financing .

Such funding is expecied ro be concentrated at parent EON AG, whick should alse provide support in the case of
short-tecm liquidity needs. (A crossdefauls clanse in B ON's credit faciliey protects EON US., as long as it is a
material subsidiary.) E.ON avgmesmts liquidity. An E ON-related endty provides a $150 million credir facility ro
E.ON US., to enswre funding availabilicy for its money pool.

Outlook

The stable outlook on BN U S, is based on continued supportt from E.ON and a corporate stratepy that maintains
a primagily low-risk, utilivy-based business risk profile The ratings and outlook on EOQN U S and its subsidiaries

Standard & Paor’s RatingsBirect | Februzey 28. 2008
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Siomanary: Londsville Gas o Elecrric Co

are linked 1o those on EON The impurtance of £ ON AGs U S aperations o its greep sieategy remains & factor in
the rating on F.ON U S Any change in the parent's attitude toward s 1 S, holdings or in Standard & Poor's
perception of the parent's support coutd lead to a rating reviston Comnpletion of the Big Rivers transzetion would

lessen the company s exposure to unreguiated acrivities and couid lead 1o an improved business risk profile and a
higher rating
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Q-86.

A-86.

LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 86
Responding Witness: S. Bradford Rives

Please provide copies of all correspondence between LG&E and any of the three
major bond rating agencies (S&P, Moody’s, and Fitch) from January 1, 2006 to
the present. These include copies of letters, reports, presentations, emails, and
notes from telephone conversations.

LG&E is providing the following requested information on CD: SEC Form 10-K
for period ending December 31, 2005, SEC Form 10-Q for period ending March
31, 2006, and unaudited financial statements as of June 30, 2007 and June 30,
2008. Additional financial statements provided to the rating agencies for the
requested time periods were previously provided as part of the filing requirements
in this case. Portions of the information have been redacted and are being filed
pursuant to a Petition for Confidential Protection.






LOUISVILLE GAS AND ELECTRIC COMPANY

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

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

Question No. 87
Responding Witness: S. Bradford Rives / Valerie L. Scoit
(Q-87. Please provide the breakdown in the expected return on pension plan assets.
Specifically, please provide the expected return on different assets classes (bonds,

US stocks, international stocks, etc) used in determining the expected return on
plan assets. Please provide all associated source documents and work papers.

A-87.
Expected Return on Pension Assets
Asset Class Target Allocation Expected Return* Weighted Avg. Return
US Equity 45 0% 9.70% 4.37%
Non-US Equity 16.0% 8.80% 1.47%
Fixed income 40.0% 534% 2.13%
Total 100.0% 797%

The 8 25% Expected Return on Pension Plan Assets was based on the weighted average return
calculated above and discussions with the pension actuary {Mercer}). Mercer's research of 10-
K's of other companies found the median return used by companies was 8 .33%.

* Further Detaif providing the expected retum on different assels classes (bonds, US stocks, infermational slocks, efe )
can be found in the altached documen!. Mercer Investment Consulling, inc., "Qctaber 2007 Capital Markel Qutlook"




October 2007 Capital Market Outlook
Responding Witness — Rives / Scott
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Executive Summary

Mercer's investment consulting group, through its U.S. Strategic Research Commitiee, officially reviews its forward-looking investment returns
assumptions every few months or when conditions warrant. We constantly check whether our assumptions are consistent with market

conditions.

Most changes in our assumptions occurred in the fixed income market. During the third quarter, the yield curve continued to “revert,” Amid
the turmoil in the short end of the market, 3-month Treasury Bills declined 100 basis points, while the 30-year Treasury bond yield declined 19
basis points. There are also a few changes in our international equity market assumptions.

Mercer

We expect a Large Cap US Domestic Equity portfolio to earn 8.0% annually over the next 20 years. With the 10-year Treasury at
4.6%, this implies a 3.4% equity nsk premium for large cap stocks.

Overall, we expect a broad market US fixed income portfolio to earn 5.1% annually over the next 20 years, a decrease of 20 basis
points over our previous projection.

We have lowered the correlation between equity and fixed income slightly (on average a decrease of about 0.1).

We expect long-term real economic growth to be 3.3% over the fong run. This has been close to the compound annual average growth
rate since 1959.

Our estimate for expected inflation remains at 2.5%. The breakeven inflation rate (the difference between nominal and real yields) has
been fairly steady. At the end of September 2007, the breakeven inflation rate was 2.3% for the 10-year bond and 2.6% for the 30-
year bond.

Credit spreads eased in some sectors--swaps spreads over Treasuries decreased--but they increased in other sectors, notably the
Moody's AA spread increased by 22 basis points and the option adjusted spread for High Yield bonds increased by 113 basis paints.



October 2007 Capital Market Qutlook: Expected Returns for the Next 20 Years {2007 through 2026)

Domestic Equity
All Cap 8.2% 8,7% 18.6% 8.2% 8.2% 8.2% B.2%
Large Cap 8.0% 9.5% 18.0% 8.0% 8.0% 8.0% 8.0%
Wid Cap 8.2% 10.2% 21.1% 8.2% 8.2% 8.2% 8.2%
Small Cap 8.4% 10.9% 24.0% 8.4% B.4% 8.4% 8.4%
Micro Cap B.8% 12.3% Z8.8% B8.8% 8.8% 8.8% 8.8%
SmaliiMid (SMID) 8.4% 10.5% 21.7% 8.4% 8.4% 8.4% 8.4%
International Equily
Develpd Mkis — Unhedged 8.2% 9.8% 18.8% 8.2% 8.2% B.2% 5.2%
Develpd Mkis — Hedged 8.2% 9.7% 18.3% 8.2% 8.2% 8.2% 8.2%
Emerging Markets 8.5% 11,4% 26.0% 8.5% 8.5% 8.5% 8.5%
Small Cap 8.4% 11.1% 25.0% 8.4% 8.4% 8.4% 8.4%
World ex-U.S. 8.4% 10.1% 19.6% 8.4% 8.4% 8.4% B.4%
Global Equily 8.3% 8.7% 17.6% 8.4% 8.4% 8.4% 8.4%
Globat Small Cap 8.6% 10.7% 21.7% 8.4% - -~ -
Domestic Fixed income
GoviCredit 5.0% 5.2% 6.0% 5.2% 5.0% 5.0% 5.0%
Aggregate 5.1% 5.2% 5.5% 5.3% 5.1% 5.1% 5.1%
Short G/IC 4.5% 4.5% 3.0% 4.6% 4.6% 4.6% 4.6%
Intermediate G/C 4.8% 4.9% 4,5% 5.0% 4.9% 4.9% 4.9%
Long GIC 5.2% 5.8% 11.0% 5.4% 5.3% 5.3% 5.4%
Very Long Bond (20 years} 5.1% 6.6% 18.0% 5.3% 5.2% 52% 53%
Government Bonds 4.5% 4.7% 6.5% 5.0% 4.8% 4.8% 3.8%
Corporate/Credit Bonds 5.8% 6.0% 6.5% 5.7% 5.5% 5.5% 5.5%
Mortgage Backed 5.5% 5.7% 6.3% 5.5% 53% 5.3% 5.3%
High Yield 6.3% 6.8% 10.0% 6.0% 5.8% 5.8% 6.2%
Muni Bonds 4.1% 4.4% 8.3% 4.3% 4.3% 4.3% 4.3%
Irflation indexed Bond (HB) 4 8% 4.9% 4.5% 5.1% 4.8% 4 8% 4 8%
Intermediate HB 4.7% 4.7% 3.0% 5.0% 4.8% 4.8% 4.7%
Long UB 4.9% 5.1% 7.0% 5.2% 4 8% 4.8% 4.8%
Cash 3.7% 3.7% 1.3% 3.7% 36% 3.6% 3.6%
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October 2007 Capital Market Outlook: Expected Returns for the Next 20 Years (2007 through 2026)

International Fixed Income
Unhedged Govt Bonds
Hedged Govt Bonds
Broad Non-U.S.
Emerging Market Debt
Global Bonds — Unhedged
Global Bonds — Hedged

Other
Convertibles
Stable Value
Large Company Stock
Small Company Stock
Global Cash (Currencies)
Exchange Rate Volstility

Alternative Assels
Real Eslate - Privale
Real Estate — Leveraged
Real Estate — REITS
Intl Real Estate — Private
inli Real Estate ~ REITs

Glabat Real Eslale - Privale

Global Real Eslate ~ RE[Ts
Timberland

Private Equily ~ Total
Private Equity - VC

Private Equily — LBO
Private Equily ~ Mezzanine
Private Equity — Spcl Sits
infrastructure
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4.5%
4.6%
5.0%
6.0%
5.2%
5.2%

6.0%
4.8%
5.1%
3.7%
3.6%
-0.50%

7.2%
8.8%
7.3%
6.5%
8.8%
7.2%
7.3%
6.4%
9.4%
10.1%
9.1%
8.4%
9.7%
8.0%

5.2%
4.8%
57%
7.2%
5.5%
5.3%

§.8%
4.8%
9.5%
10.9%
3.7%
0.0%

8.0%
11.0%
8.3%
8.0%
8.3%
8.0%
8.3%
6.8%
12.8%
14.6%
12.3%
10.0%
13.4%
5.9%

12.0%
6.0%
12.0%
16.0%
7.9%
5.4%

13.5%
3.0%
32,0%
42.0%
4.8%
10.0%

13.7%
22.1%
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15.3%
18.0%
13.1%
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Hedge Funds — Zero Beta

Hedge Funds ~ Conservative 5.4% 5.5% 6.4% 5.4% - -- -

Hedge Funds — Moderaie 6.9% 7.4% 10.9% 6.9% 6.9% 6.9% 71%

Hedge Funds — Mod/Agg 8.2% 5.2% 15.1% 8.2% 8.2% 8.2% 8.2%

Hedge Funds — Aggressive 8.6% 10.9% 22.9% B8.6% 8.6% 8.6% 8.6%

Commodities 4.5% 6.0% 18.0% 4.5% 4.5% 4.5% 4.5%
Inflation 25% 2.5% 1.5% 2.5% 2.5% 2.5% 2.5%
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Current Conditions

Bond Market Pricing

3-Month 3.82% 4,82% 5.04% 5.02% 4.89%
i-Year 4.05% 4.91% 4.90% 5.00% 4.91%
5-Year 4.23% 4.92% 4.54% 4.70% 4.59%
1C-Year 4.59% 5.03% 4.65% 4.71% 4.64%
30-Year 4.83% 512% 4 84% 4.81% 477%
10-Year TIPS 2.27% 2.65% 2.21% 2.35% 2.26%
30-Year TIPS 2.20% 2.64% 2.32% 2.37% 2.21%
Maody's™ AA Corparate Bond Ylds 6.03% 6.10% 5.82% 5.72% 5.66%
Seurce VIS Tressuny, Bloomberge eliuan Brothas

The current yield curve indicates that interest rates will nse gradually over the next few years. One positive note about the quarter was the
reverston of the yield curve, which normally would mean improved economic prospects. This slope is still well below the long run average and
is partially due to the flight to quality in the last quarter. The corporate yield curve is even flatter. as short term spreads are well above
average, reflecting the concerns in the short term fixed income market.
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Break-Even Inflation Rates: Nominal Bond Yield Minus Real Bond Yield

10-Year 2.3% _ 2.4% - 2.4% 2.3% 2.4%
30-Year 2.6% 2.5% 2.5% 2.4% 2.6%

Expected inflation should be lower than break-even inflation due to inflation risk premuums in nominal bonds. We have set the infiation nisk
premium at 30 basis points for 10-year bonds and 40 basis points for 30-year bonds. This would produce expected inflation around 2.1%. We
believe that this is too low an estimate, although it 1s consistent with the Fed's unofficial inflation target of 1.5% to 2.0%.

Equity Market Pricing: S&P 500®

Trailing 4-Qtr Earnings : 184 54% 17.1 5.9% 17.8 5.6% 17.9 5.6% 17.1 5.8% '
Trailing 4-Qtr Operating Earnings 171 5.8% 15.6 5.4% 16.4 6.1% 16.3 6.1% 16.6 6.0%
Projected 1-Yr Earnings 17.1 5.8% - - - - - - - -
S&P 500° Dividend Yield - 1.77 - 1.72 - 1.79 - 1.75% - 1.78%
VIX" implied Volatility Index 18.0% 16.2% 14.6% 11.6% 12.0%

Sunree stmdardamiponts com

The Trailing 4-Quarter P/E rose during the third quarter. We expect earnings growth to decline to normal levels over the next year. This will
end a great run of doubie digit year-over-year earnings growth that goes back to early 2003. The as-reported P/E level of the market now
stands at 18.4 times earnings while the forward P/E based on 2007 Operating Earnings 1s 15.4, Overall, we view the equity market as fairly
valued.

The VIX® index. a rough measure of the implied volatility of equity options, rose to 18.0% duning the third quarter.

Mercer ®
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Outlook for Fixed Income Returns: Static Case

Using the actual weightings to the different sectors, our returns for the two major bond indices representing investment grade bonds are
presented in the following table with data as of September 30, 2007. Expected returns in the following table for the Lehman Brothers
Aggregate™ Bond and Lehman Brothers Gov/Credit indices assume a static yield curve.

10-yr Treasury 4.64% 7.89
Treasury 22.8% 41.2% 4.30% 0 5100 0 4.30% 5.01
Agency 10.2% 18.4% 4.84% 0 $1060 0 4.84% 3.58
Credit 22.3% 40.4% 576% 0.30% $30 0 5.53% 6.14
MBS 38.1% 5.75% - - 0.81% 5.45% 3.74
ABS 0.9% 5.59% 0.15% 330 G 5.48% 3.15
CMBS 5.7% 5,54% 0.30% 530 C 5.31% 511
I.B Aggregate 100.0% 5.31% 5.14% 4.62
LB Gov/Credit 100.0% 4.99% 4.90% 520
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The Equilibrium Yield Curve

Our assumption of 2.5% inflation and 3.3% real economic growth implies that the long-run nominal growth rate of the economy will be
approximately 5.8%. This provides an important benchmark to identify the equiliorium level of bond yields. High guality bonds cannol have
yields above 5.8% in the long run; otherwise the economy cannot pay off its debt obligations. Of course, in the short run, yields can go above
this equilibrium benchmark.

The 2.5% inflation also helps to set the boundary for short term interest rates. As Paul McCulley (PIMCQ Fed Focus August 2003y argues.
cash should be a store of value after taxes and inflation. With a 30% tax rate, we get Treasury bills to yvield: 2.5%/(1-0.30)= 3.6%.

The following table aggregates various economic components to identify nominal and corporate equilibrium yield curves.

Real Yield Curve 1.00 1.45 1.80 2.10 2.20
+ Expected Inflation 2.50 2.50 2.50 2.50 2.50
+ Inflation Risk Premium 0.10 0.15 0.20 0.30 0.40
= Nominal Yield Curve 3.60 4,10 4.50 4.90 5.10
+ AA Corp Default Spreads (.40 0.60 0.80 .90 1.00
= Corporate AA Yield Curve 4.00 4.70 5.30 5.80 6.10
Sept 2007 Real Yields 3.98 2.23 2.12 2.27 2.20
Sept 2007 Treasury Yields 3.82 4.05 4,23 4,59 4.82
Sept 2007 Moody's® AA Corp Yield 6.03
Sept 2007 Bloomberg Composite AA Corp 5.16 4.79 5.35 5.83 6.1%

Given a transition from current yields to the equilibrium yields above, the following table summarizes our expected returns over one, three,
five, and ten years. Expected returns from this table are based on the yields as of September 30, 2007, converging to the equilibrium vaiue
over a two-year time frame.

TIPS pricing 1s directly related to real interest rates. Thus, they have a “real duration” as opposed to the naminal duration reported above. The
real duration of TIPS is slightly higher than comparable nominat Treasury due to the lower real coupon rate.
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Expected Returns with Transition to Equilibrium Yield Curve

Gov/Credit 4.1 - 4.5 4.8 5.0 52
Aggregate ' 4.2 4.7 4.9 5.1 4.6
Short GIC 4.1 43 4.4 45 1.7
Intermediate G/C 4.0 4.4 4.6 48 37
Lang GIC 3.4 4.1 4.6 5.0 11.1
Very Long Bond (20 years) 2.2 3.3 4.1 4.7 20.0
inflation Indexed Bond 5.2 5.0 4.9 4.8 NIA
Cash 3.8 3.7 3.7 37 0.25

implied Forward Rates

The implied forward rates from the September 30th Treasury yields anticipate gradual rising interestrates over the next few years.

Current 405%  397%  423%  459%

Sept 2008 3.89% 4.02% 4.36% 4.68%
Sept 2009 4.15% 4,29% 4.54% 4.75%
Sept 2010 4.43% 4.53% 4.70% 4.88%
Sept 2011 4.63% 4.66% 4.83% 4.94%
Sept 2012 4.68% 4.76% 4.95% 5.00%
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Outlook for Equity Returns

Our approach views US domestic large cap equity returns in two respective ways: the risk premium approach and the growth approach. Each
approach uses data that 1s readily available. For large cap stocks, this breakdown is as follows:

Growih Approach Risk Premium Approach
Earnings Growth' 5.8 % 10-Year Treasury Yield 4,6%
P/E Expansion 0.0% Equity Risk Premium 3.4%
Dividends 2.2 %

Total Return 8.0 % 8.0 %

« We believe that the "equilibnum” P/E I1s In the range of 17 to 22 times earnings. The P/E will be above the historic averages due {o low
interest rates. low inflation, and a decline in the equity nisk premium. All projected P/Es are in a fair vaiue range. assuming that

economic growth returns to its normal range around 3.3%.

o The dividend yield for the S&P is currently at 1.77% and Standard & Poor’s projects it to be around 1.85% for the next year. We
project dividend payouts to continue to increase from their current levels. Many analysts consider stock buybacks a form of dividends.
We adjust our long-term estimate of dividends to 2.2% i order to reflect the gradual Increasing dividend yield and the large amount of

recent buybacks, which we believe will be connected to dividends over time.

The earnings growth assumption of 5.8% Is above the long-term average of 5.3% for the S&P 500% since 1926. However, it 1s significantly
lower than the 7 1% growth rate of earnings since 1959 and below the 7.4% growth rate of total corporate profits since 1959, as measured by
The Bureau of Economic Analysis. S&P (June 12, 2006 Press Release) estimates that buybacks are 60% to 95% higher than dividend
payments over the past year, which suggests an implied dividend yield of 3.5% to 4.0%. in 1692 buybacks were lower than dividend payauts

by approximately 10%.

t The 5.8% earnings growth includes nteractive effecis of more a more detaited breakdown {see Range of U.8. Eginty Return Estimates {able m this section.)
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Range of U.S. Equity Return Estimates

The table presents multiple ways in which to combine components of Large Cap U.S. equity returns in order to arrve at the 8.0% expected
total return. and compares this with more pessimistic and more optimistic scenarios.

(1] Inflaticn 2.00% 2.50% 2.50% 2.50% 2.70%

{2} Economic Growth 2.50% 3.00% 3.30% 3.80% 3.70%
[3] Nermnal Econ Growth (1+{1]) x (1+[2]) - 1 4 55% 5.58% 5.88% 8.19% 6.50%
[4) Earnings Bela 0.93 0.93 0.96 4.00 1.05
(51 Nominal Earnings Growth (1+{3]) x (1+{4}} — 1 4.25% 5.20% 5.65% £5.19% 6.82%
[6] Anpual P/E Expansion -2.00% -0.50% 0.00% 0.20% 0.50%
(7] Dividend Yield 1.50% 2.00% 2.20% 2.25% 2.35%
[8] Totai Return (1+[5]) x {1+[6]) x {147 ~ 1 3.68% B.577% 7.87% 8.80% 9.88%
Current P/E 18.60 18.60 18.60 18.60 18.60
Implied Future P/E in Year 1 18.23 18.51 18.60 18.64 18.69
implied Future P/E in Year 10 15.20 17.69 18.60 18.98 19.55
implied Future P/E in Year 20 12.42 16.83 18.60 19.36 20.55
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Equity Volatility

Large Cap . 75% 092 8.0% 18.0%
Mid Cap h 14% 1.02 8.2% 21.1%
Small Cap _ 5% 1.03 8.4% 24 0%
Micro Cap 2% 1.16 8.8% 28.8%
Alt Cap 100% 1.00 8.2% 18.6%

+ We have not changed the volatility of US domestic equities. Compared tc other analysts, we typically have higher volatility — some
have set it as low as 15%. Although the market has had sharply higher volatility over the last few years. we believe it is in the "normal’
range and that there is no structural reason to change.

o The distribution of equities between large, mid, small, and micro cap Is our estimate of reasonable static allocations. They are not
based on any particular index. Definitions and weights of Russell, S&P, Wilshire, and MSCI™ will differ from our static definition.

= Qur assumption for Global Equity assumes a 50% weight to Large Cap Stocks and 50% to Unhedged Developed Markets. As of
September 30th, the MSC! World® index has a floated adjusted weight of 47 4% to the United States and 52.6% to the World ex-US
and the MSC! All Country World™ index has a float adjusted weight of 42.6% to the United States and 57 4% to the World ex-US.

s In our analysis of international equity markets, we have found that the US market on a Capital Asset Pricing Modef (CAPM) basis has
a hugher beta than the rest of the world. Consequently, we have adjusted our mean-variance assumptions for international volatility.
Here are some of the estimated betas from cur June 2007 analysis.

United States 1.06
Australia 067
Eurczone .97
Japan 0,93
United Kingdom (.96
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Alternative Asset Classes and Other Observations

Typically, in setting expected returns for asset classes, we assume passive index funds or extremely low cost vehicles exist for gaming
diversified exposure to the asset classes. For most publicly traded asset classes, this is certainly true, as dozens, if not hundreds of index
funds, enhanced index funds, and ETFs exist. The hallmarks of these funds are very low tracking error risk and high liquidity. However. for a
few categories, most notably the alternative investments - hedge funds, private equity, and private real estate - this 1s unirue. There Is no way
of gaining passive or near passive exposure. Instead, investors planning a strategic asset allocation must utilize active management and pay
substantial fees.

Hedge Fund Returns
We now provide five sets of hedge fund returns—ranging from conservative to aggressive. Mere are the descriptions of the four categories.
« Zero Beta: Low estimates of volatility {2% to 4%; with no correlation with equity or fixed income asset classes.
s Conservative: Low estimates of volatility (4% to 7%) with low correlation (below 0.3} with equity asset classes.
+ Moderate; Moderate estimates of volatility (7% to 12%) with correlation with equities about 0.5.
e Moderate/Aggressive: Estimates of volatility approaching equity {12% to 16%]) and correlations with equity around 0.7
s Aggressive; Estimates of volatility at or above equity {17%+) and high correlation with equities (above 0.7).

Our expected return is based on both beta exposure to the US equity market and alpha for funds A-rated by Mercer. The assumptians are
based on Treasury Bills (T-bills} earning 3.7% with 1.3% volatility, volatility of the equity nsk premium of 18.6%. and a zerc correfation of T-bill
returns with equities. The equity risk prerium In this analysis s based on premiums over T-bills (not the 10-year Treasury bond as is shown

in other parts of the CMQ).
The fees for hedge funds are based on the standard 1.00% Base Fee plus an Incentive Fee of 20% of returns over T-bills. We set an

information ratio of 0.40 for hedge funds because they have the additional abilities to short securities, use leverage, and utilize derivatives
extensively. We estimate the average incentive fee based on modeling over a 20 year time horizon.
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We also include an estimate on the reduction in volatility due to the incentive fees. By reducing the net up-side gains, in some cases there
can be a significant lowernng of the range of relurns for investors.

Private Equity and Private Real Estate Returns

We use a similar methodoiogy for private equity and private real estate returns. The beta for private equity ranges from 6.95 for mezzanine
funds to 1.65 for venture capital funds. and the beta for real estate 1s set at 0.70. The information ratio (IR} of these asset classes i1s set at
0.30 (higher than the 0.20 for Domestic Equity, but lower than the hedge fund IR due to the long-only constraint in investing).

We do not impose an Incentive Fee on real estate, but we do set the Base Fee slightly higher at 1.1%. For private equity, we use the
standard 2% Base Fee plus 20% of returns over 8%.

For Total Private Equity, we assume a weighting of 55% LBQO funds, 25% Venture Cap funds. 10% Mezzanmne funds. and 10% Special
Situations and Other Private Equity.

We are expanding our category of real estate refurns to adjust for the leverage. We typically see leverage ranging from 25% te 30% for core
funds o 80% for opportunistic funds.

infrastructure Investing
We view infrastructure investing as investment in projects that are normally operated or undertaken by governments, but are outsourced to
private firms. We categorize them as an asset class similar to private equity and private real estate.

The typical government project in question is a large, capital intensive praject (road, airport, sewage system) financed by the 1ssuance of debt.
In this financial structure, the government is taking all the equity nsk and it 1s highly uniikely that such a debt/equity ratio is an optimal solution
for all situations, (Also, given the governance structure of government organizations and as sole equity-holders, they cannot rely on other
equity participants to share risks and reduce the agency costs of managing projects and running enterprises.) Cleary, there 1s an economic
incentive for governments to lay off at least some, and in a few cases all, of the equity nisk. In this sense, infrastructure investing 1s just a
transfer of risks nvolved n the financing and operation of public projects; governments decrease their equity nisks in return for a more certain
stream of cash flows.

From an investor's perspective, this is a type of private investing. An investor dedicates specific cash flows into a partnership i return for a
stream of variable payments that is anticipated to end at a certain time. We view infrastructure as far less uncertain than either venture capital
or LBO funds, and maybe not even as risky as mezzanine financing. Some of the uncertainties of venture capital are reduced or not even
present in infrastructure. In particular, a clear demand exists for the product and the nisks are more those of management and implementation
{not product design, development, and marketing.) Also, private firms are sometimes capturing the gains of implementing pricing structures
that, because of political constrainis, governments are unable to exploit. Infrastructure is similar to real estate in that cash flows are normally
quite stable and are expected to have a long life. In a sense, infrastructure could be considered a low beta. private equity Investment.
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Like other private investments, liquidity 1s very limited and shareholder nghts may be obscured through the partnership format.

There are infrastructure funds that invest In public companies that build, construct and/or maintain large capital projects associated with
governments {utilities, telecommunication networks). We view these as sector or theme specific equity funds, as they concentrate on publicly
traded companies and provide normat liquidity. As noted in other work by Mercer (Infrastructure: Going Global and Listed, Nov 2005). these
tend to be smaller cap, low beta stocks. If clients are separating them out in ther asset allocation decisions, then appropriate adjustment can
be made from our publicly traded investment asset classes.

We assume a fee structure for infrastructure similar to that of private equities.

Timbertand
We have set an assumption for timberland mnvesting based on a core timberiand play with only small amounts of leverage. This category is

not a leveraged play on a type of real estate, but a pure resource-based asset class.

Here are the expected returns for each of these categories:
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Expected Return and Risk for Alternative Asset Classes

LOZEY 8% 050%) 3% T A0% 0 3%
. Conservativ C050% . 1.50%|  0.60%| . B5.3% . . 55% - B.4%
. Moderate” ) 0.87% L 1.97%) 1.00%) - B.9% 0 7.4% . 10.9%
- Mod/Aggressive DAB0% U 2.50%) - 1.80%) - "8.2% 92% © 15.1%
- Aggressive 280%  3.90%|. 0 240%| . 86% 10.9%  229%
Private Equity L A L _ )
. Total PE- o 261% . 4.54%| . 2.82%| - 04% - 12.8%  26.4%
EVC L 2B0%: . 4.80%] - 2.90%| 10.1% - . 14.6% = 33.2%
“LBO e b 270%  A70%| -260%| . 9.1% - 12.3%  27.6%
“Mezzaning . - U70% - 3.00%] C2.00%| 0 84% - 10.0% - 19.4%
~"Special Situations U 2E0% . -4.50%| . 2.80%|  9.7% - 134%  20.9%
Infrastructure [3] < 0 2.50% T 3.50%] - 2.60% 8.0% g.8%  20.2%
Private Real Estate .} . -0.00% - 1.00%]  0.00% 7.2% 8.1%  13.7%
Leveraged Real Estat{ 1. 0.80% - 1.80%| - 1.00%| B8%  11.0%  22.1%
Timberland i p 0.00% - 1.00%| 0.00%| 8.4% 68%  10.2%
T-Bills o 0.00%  0.00%|  0.00%|  36% 3.6% 1.3%

[1] Estimated incentive fees over lang run. Hedge funds based on 20% of retumns above t-bills. PE based on 20% of return above 8%

[2] Volatility reduction due to incentive fees.
[3] Infrastructure is assumed lo be levered. Underlying equity bela is below 1.0, probably around 9.85. Use of leverage pushes this up to 1.10.

Based on an equal mix of the four categones (and an extra fayer of fees at 1% Base and 5% of returns over T-bilis), we estimate that a fund-
of-fund hedge fund would have a net-of-fee geometric return of 7.3% (arithmetic return of 8.3%) and a standard deviation of 10.2%.

Other Observations
s The expected return of holding spot currencies over the long run 1s actually negative, due to the interaction of the zero arithmetic return
and volatility. We set the currencies to have a zero return in any one year as a currency is as likely to go up as it 1s to go down. When
we add volatility, the geometric growth rate declines. (Example: from a par value of $1. suppose a currency rises 10% fo $1.1. and
then declines 10% to $0.99. Its arithmetic return over the two years is zero, but the currency's cumulative return i1s -1.0% or about -

0.5% per vear.)

o Convertible bonds should be slightly more correlated with equities than high yield bonds. but typically both suffer from equity-like nsk in
down markets.

o Stable values (GICs) are assumed fo have market or intermediate bond market returns with money market type volatility. Mean-
variance models fail to capture this investment's unique charactenistics,
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e We are able to differentiate between REITs and private forms of real estate for two key reasons. First, REITs are able fo employ
leverage without incurning UBTI for tax-exempt accounts. Additionally, REITs have the ability to grow by using additional public
offerings of stock or debt.

o Global real estate is assumed to be very similar to domestic real estate—it has a low beta relative to the equity markets. Currency
volatility increases the volatility of this asset class slightly.

e In analyzing historical hedge fund returns, there are several factors of which to be aware. Several studies show that survivership bias
In hedge fund indices ncreases reported returns®. Survivorship bias can range from 100 basis points to 400 basis points in the
extreme. Instant history can also be an issue, boosting hedge fund index returns. However, the CSFB Tremaont indices report returns
on a going forward basis only, so some of that effect 1s minimized in the data used. Negating some of the effects of survivorship and
Instant reporting biases is the fact that many successful hedge funds do not report to index providers because they do not need to and
do not want the public exposure. Very little research exists to support the aforementioned impact, but we believe it 1s meaningful. One
additional consideration 1s that poorly performing hedge funds tend to stop reporting to the database providers. This tends to dampen
the volatility of reported index data.

g Hedge Funds: Risk and Return, Burton G. Malkiel, Princeton University and Atanu Saha, Analysis Group, CEPS Working Paper 104, Oclober 2004; Do Hedye Furds
Hedge?, Clifford Asness, Robert Krail and John Liew, The Journal of Portfolic Management, Fall 2001: The Life Cycie of Hedge Funds: Fund Flows, Size and Performance,
Mila Getlmansky Sherman, September 2004,
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Risk and Return of Swap Porifolios

From a pure mean-varance perspective, the nsk and return of swap portfolios 1s captured by leveraging the swap contract with the assets
they are combined with. At a minimum, these assets could be the cash collateral (usually T-bills) deposited into the collateral account, more
broadly, they could be any part of the portfolio or even the entire portfolio (just so long as it had the base collateral somewhere).

To simplify this in a pension context, where interest rate risked 1s hedged agamst a liability, we develop our assumption based on a basic fixed
for floating swap. specifically a 30-year fixed rate for a floating Libor rate. The fong position s receiving the fixed rate and paying the floating
rate. We also assume that the short Libor rate earns 30 basis points above the 91-day T-bill and the fixed rate is set at 50 basis points over

the 30-year Treasury bond.

Expected Return and Risk of Uncollateralized Swap Positions

2.2% 1.7

2-Year Swap

5-Year Swap 1.2% 1.3% 4.4% 4.2
10-Year Swap 1.2% 1.5% 7.1% 7.5
30-Year Swap 1.4% 2.3% 14.1% 14.7

Mercer



Example

By combining the standard mean-variance assumptions with the swap positions, we can look at the impact of ieverage. In this example, we
assume that the swap 1s managed by a long bond manager who reserves 1% In cash. We go from 0% leverage to 500% in varnous
increments.

Return and Risk of Various Portfolios

Long Bonds 100.0 0.0 99.0 89.0 99.0 89.0 09.0 89.0 99.0 99.0 899.0 99.0

Cash 0.0 100.0 10 10 1.0 1.0 1.0 1.0 1.0 1.0 10 1.0
30-Year 0.0 100.0 0.0 250 50.0 75.0 100.0 150.0 200.0 260.0 300.0 500.0
Swap Long ) . : . . ' :
g;"uﬁr‘:mc 5.33% 5.03% 5.32% 5.52% 561% 5.61% 5.52% 5.00% 4.38% 3.44% 2.33% .3.07%
ggt:f;e*ic 5.90% 5.04% 5.88% 6.46% 7.05% 7.63% 8.22% .39% 10.56%  11.73%  12.90% 17.58%
Std Dev 11.00%  14.00%  10.89% 14.26%  17.60%  21.15%  24.62%  31.60%  38.680%  4561%  52.62% 80.72%
Eg‘;}’;ﬁd’ Risk 4536 0.424 0.540 0.453 0.398 0.361 0.334 0.297 0.274 D.257 0.245 0.218
Duration 10.9 147 10.8 14.4 18.0 217 253 325 39.8 47.0 54.3 83,2
Swap o, o, [ mOe of. ar [ BR0C
- 0% - 25% 50% 75% 100% 150% 200% 250% 300% 500%
Leverage

i Fully collateralized swap position

Mercer



Observations:

- Afully collateralized long swap is similar to a long bond portfolio. Because the duration is longer, it has a hugher volatility. (If the swap
were compared to a AAA corporate bond of 30-vear duration, the return and risk of the two positions would be 1dentical.}

- Increasing the leverage Increases nisk. Although arithmetic return increases with increased leverage, the geometric return declines
around 100% leverage.

- Durations out to 83 years are possibie. However, the volatility drag is so high, that the position has a negative expected geometric
return.

In practice, estimates of expected return and risk will require an understanding of the notional swap exposure of the portfolio. Often this s not
ascertainable from trust statements so consultation with swaps manager is necessary to get the exposura. These exposures are often
expressed in dollar duration terms.

Mercer 1y



7

Factor Scores

We are introducing some additional nsk measures in our Capital Market Outlook. Risk is multi-dimenstonal and we believe that the mean-
variance characteristics don't properly reflect the many dimensions of nsk. By defining and measuring some of these factors, we hope to
improve an investor’'s ability to properly judge the nisk and return of different portfolios.

Equity Beta

The Equity Beta measure is relative to the All Cap US equity asset class. We inciude this because a few asset classes may be very attractive
in mean-variance terms, but are exposing the investar to ligh sensitivity to the equity markets. For example, when unconstrained, small cap
and private equity will take up large portions of a portfolio at high risk levels. A portfolic might have 70% equity. but the equity beta rught be
closer to 0.80. Another example is high yield bonds, which are typically very attractive on a mean-varnance basis. but are highly correlated
with US eguities m times of booms and busts. High yield bonds are by definition fixed income. but in effect. they provide exposure {o equlity

markets.

Current Duration

This 1s the standard measure of interest rate sensitivity for fixed income portfolios: modified effective duration. We set the duration of equities
to zero although we acknowledge that on average there 1s some duration to equities. The dea here 1s to show the amount of protection when

Treasury yields decline.

By In large, asset onented investors are not rewarded for taking on much duration risk (though in times of steep yield curves, we have seen
fong bonds on the asset-only efficient frontiers.j In the future, we may expand on other measures of duration and inciude other fixed income

factors, such as convexity or prepayment risks.

Mercer o



Current Liquidity

We define Current Liquidity as the ability to iquidate and replace a security within a week's time including transaction costs. We choose a
week as it is a reasonable time period to execute a complete sell of securities within an asset class and a purchase of replacements in either
that asset class or in another one. The idea is to provide a measure of expected costs of rebalancing, funding normal distributions, and
illiquidity costs of private assets. The score alsa reflects the percentage of a portfolio that could be transacted with a short notice. We have
found that in many liquidations, there 1s a security or two that fails to transact. For example, in times of stress. we would expect it to be very
difficult {and/or costly) to transact a high yield bond portfolio.

We measure Current Liquidity on a 0 (least liguid and no ability to assist in rebalancings ar paying projected fund distributions in a short ime
periad) to 10 (complete liquidity with virtually no transaction costs) scale. Cash has the highest liquidity at 10 and private equity would have a
Q Hguidity score.

Along with cash, US Treasury bonds are probably the next most fiquid asset class. Large cap equities may be the next most liguid. but

beyond that some subjective elements come into play. Are high yield bonds less liquid than international small cap stocks? A few hedge
funds have near daily liquidity. Other hedge funds have lock-up pencds that can last for years.

Current Income

Current Income 1s simply the expected cash income over the next year from the portfolio from coupon payments or dividends. It may not be
equal to our long run income estimate.

Consultants and clients should feel free to adjust these factor scores as appropriate.
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Factor Scores for Asset Classes

Domestic Equity Miscellaneous
All Cap 1.00 0.0 9.0 1.7 Convertibles 0.50 3.0 7. 2.0
Large Cap 0.94 0.0 9.5 1.8 Stable Value/GICs 0.00 1.0 .5 4.5
Mid Cap 1.05 0.0 9.2 1.5 Company Stocks (Large Cap) 0.95 0.0 8.0 20
Small Cap 1.15 0.0 9.0 1.2 Company Stocks {Small Cap) 1.15 0.0 8.0 1.2
Micro Cap 1.25 0.0 8.5 0.5 Glabal Cash (Currencies) 0.00 041 9.9 37
Small/Mid Cap (SMID) 1.06 0.0 a1 1.4 Exchange Rate Volalility 0.00 0.0 10.0 0.0
International Equity International Fixed Income
Devipd Mkis-Unhedged 1.00 0.0 9.0 2.5 Unhedged Govt Bonds 0.00 4.5 9.0 35
Devipd Mkis-Hedged 1.00 0.0 9.0 2.5 Hedged Govi Bonds 0.00 4.5 9.0 5
Emerging Mkis 1.15 0.0 8.3 2.0 Broad Non-US 0.00 4.0 8.5 4.4
Small Cap 1.15 0.0 8.7 1.5 Emerging Market Debl 0.10 3.0 80 72
World x-US 1.00 0.0 8.8 25 Global Fixed Income-Unhedqg 0.00 4.0 85 4.8
Global Eguity 1.00 0.0 8.9 2.2 Global Fixed Income-Hedged 0.00 4.0 8.5 4.8
Global Small Cap 117 0.0 8.3 1.0 Alternative Assels
Domastic Fixed Income Real Estate-Private 0.75 0.0 0.0 4.5
Gov/Corp 0.10 51 8.0 53 Real Esiate-REiTs 0.78 0.0 9.0 4.5
Aggregale 0.10 45 856 54 Real Estate - Leveraged 1.20 0.0 0.0 4.5
Short G/IC 0.00 1.7 9.5 4.5 int! Real Estale— Privale 0,75 0.0 0.0 4.5
ntermediate G/C 0.00 36 9.4 4.8 inil Real Estate - REITs 0.75 0.0 8.5 4.5
Long G/C 0.00 10.9 85 52 Global Real Estate-Private 0.75 0.0 0.0 4.5
Very Long Bonds 0.60 20.0 9.6 49 Global Real Estate - RElTs 0.75 0.0 28 4.5
Government 0.00 4.5 9.9 4.3 Timberfand 0.50 0.0 0.0 4.5
Corporate/Credil 0.20 6.1 9.0 5.7 Private Equity 1.35 0.0 0.0 0.2
Marigage Backed 0.00 3.5 8.8 57 PE-Veniure Capital 1.50 o.c 0.0 2
High Yield 0.50 4.4 75 8.2 PE-LBOs 1.30 0.0 0.0 0.2
Muni Bends 6.co 6.9 7.5 5.1 PE-Mezzanine 0.95 c.0 0.C 0.2
inflation Indexed Bonds 0.00 24 8.7 43 PE-Special Situations 1.10 0.0 0.0 0.2
intermediate 1iBs 0.00 1.8 9.7 4.2 infrastructure-Prvale 1.10 c.0 0.0 1.0
Long liBs 0.00 4.8 9.7 5.0 Hedge Funds-Zero Bela 0.00 0.0 00 0.0
Cash 0.00 0.1 10.0 42 Hedge Funds-Conservalive 0.30 0.0 0.0 0.0
Hedge Funds -Moderale 0.50 0.0 0.0 0.0
Hedge Funds -Mad/Aggressiv 0.70 0.0 0.0 0.0
Hedge Funds -Aggressive 1.10 0.0 0.0 0.0
Commeodities -Long Only 0.00 0.0 0.0 0.0
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Asset Class Standard Deviations and Correlations

Standard deviation and correlation assumptions are based on historical data adjusted at Mercer's discretion and in its professional judgment.
For example, Mercer's jarge cap equity standard deviation 1s 18.0%, lower than the 75-year standard deviation of 20.2% as reported by
Ibbotson Associates. We believe that along with the lowening of the equity risk premium, there is a slight lowering of volatility as well.

For fixed income, we primarily concentrate on the period fromy 1970 onward. Interest rates were completely dereguiated in the mid 1970s
through early 1980s (for example, Regulation Q, which set a maximum for interest offered by banks and savings and loans, was repealed in
the 1970s). Additionally, flexible exchange rates, the elimination of the gold standard, and the advent of financial futures also occurred during

that penod.

Historically, we have seen a wide discrepancy between actual and expected inflation. For instance. during the period from the late 1970s
through the mid 1990s, as inflation rose in the early part of this period, the market factored in high inflation expectations. Even when inflation
came n lower than expected in the late 1980s and early 1990s, the market was cautious and kept nominal interest rates quite high relative to
actual inflation. (Saome analysts cite the 1980s as a period of tugh real returns, but that does not necessarily mean that real yields were high.
Consequently, we have seen a much weaker relationship between inflation and many asset classes than commonly assumed. Another
problem Is In adjusting for the difference between actual inflation, which 1s a backward measure, and yield, which is forward looking. Finally,
the market 1s pricing in expected nflation and reacts to unexpected changes in inflation only when they are deemed permanent.
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Nominal Return Correlations
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Nominal Return Correlations — Continued
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Nominal Return Correlations - Continued
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Domestic Equity
All Cap
{arge Cap
Mid Cap
Small Cap
wMicro Gap
gmalliMid (SMID)

international Equity
Develpd Mkis— Unhedged
Develpd Mkis— Hedged
Emerging Markels
Small Cap
World ex-U.S.

Global Equity
Giobal Small Cap

Domestic Fixed Income
GoviCredit
Aggregate
Short GIG
intermediate G/C
Long G/IC
Very Long Bond (20 years)
Govermnment Bonds
Corporate/Credit Bonds
Morigaged Backed
High Yield
nuni Bonds
inflation Indexed Band {1B)
Intermediate IB
tong IiB
Cash

Mercer

7%
6.9%
7.6%
8.3%
Q7%
7.9%

7.2%
71%
8.8%
8.5%
7.5%
7.4%
8.1%

2.7%
2.7%
2.0%
2.4%
3.4%
4 5%
2.2%
3.5%
3.2%
4.3%
2.0%
2.4%
2.2%
2.6%
1.2%

18.6%
18.0%
21.1%
24.0%
28.8%
21.7%

18.8%
18.3%
25.0%
25.0%
19.6%
17.6%
21.7%

7.0%
6.5%
4.0%
5.5%
12.0%
19.0%
7.5%
7.5%
7.3%
11.0%
9.3%
4.5%
4.0%
8.0%
2.3%

international Fixed lncome

Unhedged Govt Bonds
Hedged Govt Bonds
Broad Non-ULS.
Emerging Markel Debt
Giobal Bonds ~ Unhedged
Global Bonds -~ Hedged

Other

Convertibles

Stahle Value

Large Company Stocks
gmall Company Stocks
Global Cash {Currencies}
Exchange Rate votatility

Alternative Assels

Real Estale — Privale

Real Estate— REIT

Real Estate — Laveraged
intl Real Estate— Private
intl Real Estate— REITS
Global Real Estale— Private
Globail Real Estate— REITs
Timberiand

Private Batily = Total
Private Equity — VC

Private Equity - LBO
Private Equity — Mezzanine
Private Equity -~ Spcl Sits
infrastruclure

Hedge Funds — Zero Beta
Hedge Funds = Consean
Hedge Funds— Moderate
Hedge Funds— Mod/Agg
Hedge Funds— Aggressive
Commodities

2.1%
2.5%
3.4%
2.6%
2.6%

3.4%
2.2%
2.5%
1.2%
1.0%
-2.9%

4.6%
4.7%
6.2%
4.3%
4.2%
4 6%
47%
3.7%
65.7%
7.4%
6.4%
538%
g.1%
5.4%
1.4%
2.8%
4.2%
§5.5%
5.0%
2.0%

13.0%
7.0%
13.0%
17.0%
8.9%
54%

14.5%
4.0%
32.0%
472.0%
5.8%
11.0%

13.7%
16.0%
22.1%
15.3%
18.0%
13.1%
14, 7%
10.2%
28 4%
33.2%
27.6%
19.4%
26.8%
20.2%

37%
6.4%
10.9%
15.1%
22.9%
18.0%



Real Return Correlations
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Real Return Correlations - Continued
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Real Return Correlations ~ Continued
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Nominal and Real Volatility
Generally, we have found that for equities, nominal voiatility is very similar to volatility measured in inflation-adjusted terms (real
volatitity). Thus, we do not change the volatility of equities when we convert o real returns.

Across the board however, bonds show an increase in volatility in real terms (except far inflation-indexed bonds). Thus, real volatility
of fixed income and cash is set 1.0% higher than nominal volatility.

Mercer
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Appendix

Mercer




Market Sizes
df

Domestic US Equity

International Equity

Real Estate

Bomestic Fixed Income

international Fixed Income

Converibles

Fixed Income
Private Equity

Regl Estate

Hedge Funds

Large Cap
Mid Cap
Small Cap

Micro Cap

Total Market
Large Cap

Small Cap
Emerging Markels
REITS

investment Grade
High Yield
Floating Rate
Muni

TIPS

Non-US

Emg Mkt Debt

Us

Private Placements
Distressed Debt
Venture Cap

LBOs

us

Non-US
Timberland

S&P 500
Russell Mid Cap
Russell 2000

Russell Micro
Wilshire 5000

MSCI World X US
MSCI EAFE SIC
MSCI EMG

NAREIT

Lehman Aggregate
ML High Yield
Lehman FRN
Lehman Mum
Lehman US Real
Ltehman Global X US
Lehman EMD
Lehman Converttibles

t.ehman C-D Rated
Mercer Universe
Mercer Universe
NCREIF Property

EPRA/NAREIT Global Ex US REITs*”

NCREIF Timberland
HFR

T 144A 16 Index market value was $350.4 billion and 144A HY index was $103.9 billion

"t As of 6/29/07
“*" As of 7/31/07

Mercer

T 13.469.72

I
0
B.875.000
1.274,000
448,000
17,000,000
15,402,035
£48,821
3.353,865
370,475
9,754,487
678,073
644,903
1,059,605
410,506
15,388,267
417,371
343,532

NIA*

2,409
385,700
860,500
266,851
2731307
13,015

1,760,894



Trends in Fixed Income Assets

» The following table and chart show the decline of long bonds and Treasury bonds comppared to broader measures of the bond
market. Two trends persist;
o Reduced (ssuance of long bonds. Very few corporations see the need to borrow long when liquidity 1s ampie at

snorter securifies.

= Lower percentage of Treasury bonds. This trend 15 also affected by gradual redefinition of the Lehman Brothers
Aggregate Bond index, which has absorbed more variable cash flow in the form of asset-backed securities and
commercial mortgage-backed securities. Also, agency debt has risen considerably over this penod. which would
make Government bonds as opposed to Treasury bonds a much larger percentage of debt issuance.

Decline of Long Bond and Treasury Bond
1976 40 4% 31.9%
1978 38.7% 33.3%
1980 34.2% 37.0% g 582/5 P e
1982 29.3% 42.8% 2 35;? T
1984 27.5% 48.8% £ S0 e NG
1986 30.9% 48.0% 5 359/: N
1988 31.0% 45.7% R - e e N
1990 31.3% 45 5%, 8 250, .::_.. ; e e T e S T \\ ——
1994 27.1% 47 0% 15%, s e e B e R e e s - [N R S S B B e R
1996 27.8% 451% o & & & O??‘ Q?_YP ?3; Cg,? q, ~ c§) q
1998 31.5% 37.9% AN & & e D
) Q' 8 e
2000 29.3% 26.8% FEESIEFES TS
Ee) o,

gggg ggjcf ;;?uﬁ’ - ~ - -Lefman Long G/C Index as % of G/C Index

. 0 . ]
2004 21.2% 24.7% Lehman Treasury as % of Lehman Agg
2005 20.8% 25.2%
2006 20.1% 24.7%
9/07 20.2% 22.8%
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Mean Variance Assumptions September 2007

15% —
Venture Cap ¢
Arithmetic » Dom Eq * Intl/Gl Eq
Return % = Dom Fi ¢ Cash o °
+ IntlIGl Fl + Real Estate PO
© Priv Eq ¢ Hedge Funds °
e . ., &
< Commodities Inflation s °
100./;) - ¢e¢® & o N
¢
Company
Stock
¢
- Extra Long Bonds
¢ Commodities
e
O M Best Fit Line (with some asset classes exciuded)
Y = 3.02% + 0.331"X R-Sgr = 0.945
00/0 7 '{/L 7 T T [ i
0% 5% 10% 15% 20% 25% 30% 35%
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Historical Growth Rates of Economic Factors
Mercer's Estimates of U.S. Economic Performance: 1959 through September 2006°

Economic Growth .
Real GDP Growth 3.4% 3.4% 2.3%

Nominal GDP Growth 7.2% 7.3% 2.8%
inflation

GDP Deflator 3.7% 3.7% 2.4%

CPi- All Urban® 4.1% 4.2% 3.0%
Profits

Corporate Profits 7.9% 8.4% 10.8%

S&P Earnings 7.0% 8.5% 17.9%

Over the past year, the historical average of profit measures rose by 0.3% to 0.4% due to the large growth of corporate earnings..
For the last three years, the US has experienced profit growth well above nominal GDP growth.

* Data from Bureau of Ecenomic Analysis, Bureau of Labor Statistics, and Standard & Poor’s. Estimates by Mercer.

* Estimate through November 2006
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Asset Class Benchmarks

These are the commonly used indices for our assumptions. We do not set our assumptions around any specific set of indices.

Domestic Equity
All Cap
Large Cap
Mid Cap
Small Cap
Micro Cap
SmaliMid Cap
International Equity
Developed Markets — Unhedged
Developed Markets — Madged
Emerging Markets
Small Cap
World ex-U.8.
Global Equity
Global Small Cap
Domestic Fixed Income
Gov/Credit
Aggregale
Short Gov/Credit
Intermediate Gov/Credit
Long Gov/Credit
Very Long Bond (20 years)
Government Bonds
Mortgage Backed
High Yield
Muni Bonds
inflation indexed Bonds
Intermediate 1B
Long B
Cash
Other
Convenrlibles

Mercer

Russell 3000%, D.J Wilshire 50007
Russell 1000%, S&P 500%

Russell Mid Cap®

Russell 2000%

DJ Wilshire Micro Cap®

Russell 2500%, DJ Wilshire 45007

MSCI EAFE (Net)”

MSCI EAFE (Hedged) ®
MSCt EMF®

MSCI EAFE S/IC7
MSCEACWI™M ex-U.S.

MSCI ACWI™, MSCI World®™

L8 Gov/Credil

LB Aggrega[ew Bond

LB Gov/Credit {1-3 year)
LB Gov/Credit Intermediate
LB Gov/Credit Long
Custom

LB Government

LB Mortgage

LB U8, Corp HY, ML U.S. Corp HY
LB Municipal

LB U.S. TIPS

N/A

NIA

3 Month T-Bil

LB U.S. Convertibles

Other {continued)
Stable Vaiue
Company Stock {Large Cap)
Company Stock (Small Cap)
Currencies

international Fixed Income
Unhedged Government Bonds
Hedged Government Bonds
Broad Non-U.5.
Emerging Market Debt
Global Bonds {Unhedged)
Global Bonds (Hedged)

Alternative Assets
Real Estate — Privale
Real Estate — REITs
Real Estate - Leveraged
intl Real Estate — Private
intl Real Estate — REITs
Global Real Estate — Private
Global Reat Eslate — REITs
Timberland
Private Equity — Total
Private Equity - VC
Private Equity ~ LBO
Private Equity - Mezzanine
Private Equity ~ Special Sits
infrastructure
Hedge Funds -~ Zero Beta
Hedges Funds — Conservative
Hedge Funds — Moderate
Hedge Funds — Mod/Agg
Hedge Funds — Aggressive
Commuodities

ML Treasury {1-3 vean)
N/A
N/A
N/A

LB Global Treasury ex-U.S.

LB Global Treasure ex-LL.8. (hedgead)

i.B Globai ex-U.S.

LB Emerging Markets

LB Global Aguregate Bond
N/A

N/A

NAREIT"

N/A

N/A

NIA

N/A

NIA

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

HER| FOF Conservative
HFRI FOF Defensive
HF R} FOF Diversified
HFRI FOF Strategic
S&P GSCI Commodily Index™



Disclaimer

Most data in this report reflects Mercer's opinions as of October 2007, and are subject to change. This report 1s not intended to be a
recommendation to invest in any security or asset class,

This report also contains information from those other sources believed to be reliable. Mercer makes no representations or
warranties as to the accuracy of such information, and accepts no responsibility or liability (including for indirect, consequential or
incidental damagesj for any error, cnissicn or inaccuracy in such information.

Mercer believes that as opportunities in the capital markets change, so do the expected returns for asset classes. A key factor in our
process Is the level of interest rates, as they combine the market's expectations of inflation and economic growth. In general. as
interest rates rise. our expected returns will rise; as interest rates decline. our expected returns will deciine. This runs counter to the
realized returns as interest rates change and is part of the difference between ex ante and ex postresults. Consequently, when
interest rates change, we may change our assumptions.

However, we want to be cautious about making changes. We have designed our assumptions to be strategic in nature, and will
typically not be adjusted to short-term market spikes. We use our judgment to determine whether interest rate moves are
sustamnable. In practice, we continuously review our assumptions and work to refine our methodology as we gain additional
information relating to the capital markets, butdo not anticipate changes every time interest rates rnise in 25 or 50 basis point
increments.

This document contains confidential and proprietary information of Mercer's investment consulting group and 1s intended for your
sole use. This document may not be medified, sold, or otherwise provided. in whole or in part, to any other person or entity without
Mercer's written permission. Assumptions and opimons contained herein are not intended to convey any guarantees as to the future
state of the matters that are the subject of those assumptions and opinions. This document does not contain investment advice and
no investment decision should be made based on this information without first obtaining appropriate professional advice.

© 2007, Mercer LLC. All nghts reserved.
Services provided by Mercer Investment Consuiting, Inc.
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important Information, Datasource Acknowledgements

THE FOLLOWING PROVISIONS APPLY TO DATA OR OTHER SERVICES PROVIDED BY THE FOLLOWING COMPANIES: Where "End User appears before the Vendor name
a direct end-user license with the Vendos 1s required to receive some indices. You are responsibie for ensuning you have m place all such licenses as are required by Vendors.

CITIGROUP GLOBAL MARKETS {formerly SALONON SMITH BARNEY}: Smith Barney’™ and Citigroup Global Equity Index®™ are service marks of Ciligroup Inc. "BECAUSE
ACCURACY COUNTS™ is a registered service mark of Citigroup inc. FloalWalch® is a frade mark of Citigroup Inc. Citigreup Global Eqguity Index System™ . Ciligroup Broad Market
Index*™, Ciligroup Pumary Market Index*™, Citigroup Extended Marke! Index*”. Citigroup Cap-Range Index™”, Citigroup internet Index (NIX)*™. Ciligroup Style indices (Growthalue;™.
Citigroup Property Index™ are service marks of Citigroup Inc. ©2007 Citigroup Inc. Alf rights reserved. Any unauthonzed use, duplication or disclosure is prohsbited by law and may
result in prosecution. Citigroup, including iis parent, subsidianes andior affiliates ("the Firm"}, usually makes a market in the securities discussed ar recommended in its report and
may sell o or buy from customers, as pancipal. securities discussed or recommended in ifs report. The Finn or employess preparmg its report may have a posilion in secunbes or
oplions of any company discussed or recommaended in its report. An employee of the Finm may be a direcior of a company discussed or recommendad i its report. The Firm miay
perform or solicit Investment banking or other services from any company discussed or recommended in its report. Securities recommended. offered. or sold by SSB: (1) arg not
nsured by the Federal Deposit Insurance Corporation; (i} are not deposits or ather cbligations of any snsured depository imstitution {including Citibank). and (il are subject to
investment nsks, mcluding the possible loss of the principal amount invested. Although mformation has heen obtained from and is based upon sources 558 beleves o be reliable. we
do not guaraniee ifs accuracy and it may be incomplete or condensed. All opinions and estimales constilute SSB's judgment as of the date of the report and are subject to change
wilhout nolice, Its report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a securty. Its report does not lake mio account the
investment objectives or financal situation of any parlicular person. Investors should obiain advice based on ther own mdividual circumstances before making an invesiment decision.

LEHMAN BROTHERS: The Lehman indices are a propretary product of Lehman. Lehman shall mamniam exclusive owoershup of and nghts to the Lehman Indices and that nclusion
of the Lehman Indices 1n this Service shall not be construed 1o vest in the subscriber any nghls with respect to the indices. The subscriber agrees that it will not remaove any copynght
notice or olher nolification or trade name ar marks of Lehman that may appear i the Lebman Indices and that any reproduction and/or distribuiien of the Lehman indices fif

authonzed) shall contain such notices and/or marks.

MSCI™: Portians of this report are copyright MSCE 2007, Unpublished. All Rights Reserved. This infarmation may only be used for your mternal use. mav not be reproduced ar
redissersnaled in any form and may not be used o create any financal instruments or products or any mdices. This information is provided on an “as 5™ basis and the user of this
information assumes the eniire nsk of any use it may make or permit to be made of this nformation. Neither MSCI, any of its affiliates or any other parson mvolved in o related to
compiling, computing or creating this mformation makes any express or unplied warranlies or representations with respect 1o such mformation or the results to be oblamed by the use
thereof, and MSCL its affilates and each such other person hereby expressiy disclaim all warranties {inciuding. without fimitation. all warranties of onginality. accuracy, completeness
tmefiness, non-infringemerd, merchantability and filness far a particular purpose) with respect to this mformation. Without imiting any of the foregoing. i no event shall MSCIL any of
is affiliales or any other person mvolved in or related to compiling. computing or creating this mformation have any liability for any direct, mdirect, special. mcidental, punitive
consequential or any other damages (including. without limitation, fost profits) even if notified of, or if i rught otherwise have anticipated. the possibilty of such damages MSClis a
registerad trademark of Morgan Stanley Capilal International. Inc.

NCREIF: All NCREIF Data - Copynght by the Nabenal Gouncil of Real Eslate investment Fiducianes, This imfennation 1s propnetary and may not be reported in whole or m part swthout
writtan permission.

STANDARD & POOR'S: Standard & Poor's information contamned in this document 1s subject to change without notice. Standard & Poor's cannol guarantee the accuracy, adequacy
or completeness of the information and is nol responsible for any errors or omissions or for results obtamed from use of such information. Standard & Peor’s makes no warrantes at
merchantability or fitness for a particutar purpose. In no event shall Standard & Poor's be hable for direct, ndirect or incidental, special or conseguentiad damages from the information

here regardless or whether such damages were toreseen or unforeseen
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