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VERIFICATION 

STATE OF KENTIJCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, S. Bradford Rives, being duly sworn, deposes and says that lie 

is the Chief Financial Officer, for Louisville Gas and Electric Company, that he has 

personal luiowledge of tlie matters set forth in tlie responses for which he is identified as 

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

information, Itnowledge and belief 

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

and State, this Zd day of October, 2008. 

My Commission Expires: 

f l M N n ? ” L  9 ,  J o / o  



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON 1 
) ss: 

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 foith in the foregoing testimony, and the 

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

and belief. 

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

and State, this .3d day of October, 2008 

(SEAL) 
Notary Public 0 (I 

My Commission Expires: 

ow-./cL-\9 e a 0 lo  



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Paul W. Thompson, being duly sworn, deposes and says that 

he is tlie Senior Vice President, Energy Services for Louisville Gas and Electric 

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

which he is identified as tlie witness, and tlie answers contained therein are true and 

correct to the best of his information, knowledge and belief 

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

and State, this 3$ day of October, 2008. 

My Coinmission Expires: 

/7& ? ;  dolo 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

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 correct to the 

best of his information, knowledge and b 

Subscribed and sworn to before me, aNotary Public in and before said County 

and State, this 3" day of October, 2008. 

My Commission Expires: 



VERIFICATION 

STATE OF KENTUCKY 

COUNTY OF JEFFERSON 
ss: 

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 ale true and correct to the best of her information, knowledge 

and belief 

VALERIE L. SCOTT 

Subscribed and sworn to before me, aNotary Public in and before said County 

and State, this 3 day of October, 2008. 

My Commission Expires: 

J ) h w J %  4 ; J m  



VERIFICATION 

STATE OF I(ENTUC1CY ) 

COUNTY OF JEFFERSON ) 
) ss: 

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 

lcnowledge 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 

< 

ROBERT M. CONROY 

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

and State, this TA day of October, 2008. 

(SEAL) 
Notary P b b  

My Commission Expires: 

d b / b  



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

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 lcnowledge 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 infomation, knowledge and belief. 

2&L&n6. 1q 
SHANNON L. CHAFWAS 

Subscribed and sworn to befoie me, aNotary Public in and before said County 

and State, this 33f day of October, 2008. 

My Commission Expires: 

01 0 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, William Steven Seelye, being duly sworn, 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. 

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

and State, this d q  day of October, 2008 

(SEAL) 

My C,ommission Expires: 

, n & ~  4,,?jo/o 



VERIFICATION 

COMMONWEALTH OF PENNSYLVANIA ) 
) ss: 

COUNTY OF CUMBERLAND 1 

The undersigned, John J. Spanos, being duly sworn, deposes ani ;ays that he is 

the Vice President, Valuation and Rate Division for Gannett Fleming, Inc., that he has 

personal lcnowledge 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 o€ his 

information, knowledge and belief 

.u. 

J O ~ N  J. SPMNOS 

Subscribed and sworn to before me, aNotary Public in and before said County 

and State, this day of September, 2008. 

(SEAL) 

My Commission Expires: 

Notarial Seal 
Cheryl Ann Autler, Notary Public 

East Pennsboroiwp , Cumberland Counly 
My Commission Expires Feb 20,2011 

Membsr, Ponnsyivanla Associalion of Notaries 





Q-1 

A-1 

LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 1 

Responding Witness: S. Bradford Rives 

The Company’s total electric and gas balance sheet as of 4/30/08 indicates a total 
balance of $43,166,125 for Non-Utility and other non-regulated property and 
investments. LG&E has only removed $594,286 out of this total $43,.2 million 
balance from capitalization for ratemaking purposes to remove the investment 
associated with OVEC. Please explain why the Company has not removed the 
remaining non-utility and non-regulated property and investments of $42,572,039 
from its capitalization? In addition, explain the nature and purpose of each of the 
components making up these remaining non-utility and non-regulated property 
and investments of $42,572,039. 

No. The Company’s total electric and gas balance sheets as of 4/30/08 indicate a 
total balance of $43,166,325 as “Other Property and Investments”., The question 
implies that this amount is “Non-Utility and other non-regulated property and 
investments”, which is not an accurate characterization, nor one adopted by the 
Company. As shown on the attached schedule, Prepaid Pension and Special 
Funds are appropriately included in capital as they are amounts associated with 
the utility operations. The capital adjustment proposed by the Company should 
also have included the exclusion of Non-Utility Property and Accumulated 
Depreciation related thereto. LG&E does not believe it is appropriate to include 
in its capitalization assets that are not used for utility operations, and therefore 
seeks to include this $1 1,880 adjustment. The net effect of this adjustment is to 
decrease capitalization by $1 1,880 ($75,240 - $63,360). 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 2 

Responding Witness: S. Bradford Rives 

4-2. The updated response to PSC-1-43 shows updated embedded debt cost rates and 
the resulting updated overall rate of return claim based on actual cost rates 
through .July 3 1,2008. In this regard, please provide the following information: 

a. What has been the Commission’s ratemaking approach with regard to such 
updated post-test year debt cost rates in LG&E’s prior rate cases? 

b. Is it the Company’s intention to update its requested overall rate of return 
based on the most recent available actual debt cost rates that will be available 
prior to the close of record in this case? If so, please provide details. If not, 
explain why not.. 

a. The Commission has found it appropriate to use the most recent updated cost 
rates,, See page 60 of the Commission’s Order in Case No. 2003-00433 issued 
June 30, 2004 and page 56 of the Commission’s Order in Case No. 2000-080 
issued September 27,2000. 

b. Yes. The Company is providing monthly updated cost rates in response to the 
Commission’s Initial Request Question No. 43. 

A-2. 
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Rives 

LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 3 

Responding Witness: S. Bradford Rives 

4-3. With regard to the response to AG-I-6(d), please provide the following 
information: 

a. Would the Company agree that, for ratemaking purposes, the government- 
granted post-1971 investment tax credit benefits as well as Advanced Coal 
Investment Tax Credit benefits are to be shared between the Company’s 
ratepayers and stockholders? If no, explain why not. 

b. Would the Company agree that, for a so-called Option 2 company (which 
LG&E is), this ratepayer/stockholder sharing is accomplished by reflecting the 
annual tax credit amortization as an income tax reduction while adding the 
unamortized investment tax credit and ACITC balance to capitalization for a 
current rate of return requirement? 

c. Would the Company agree that its proposal to reflect the unamortized ACITC 
progress expenditure balance of $13.3 million as a capitalization addition 
while not yet being in a position to reflect the associated income tax reduction 
from the annual ACITC tax credit amortization (since this tax credit 
amortization will not start until sometime in 2010) there is no sharing of the 
ACITC tax credits and that, through this benefit “mismatch”, the only 
beneficiaries of the ACITC tax credits are the Company’s stockholders? 

d. If the Company were nof to add the ACITC progress expenditure balance of 
$13.3 million to capitalization for ratemaking purposes in this case in order to 
eliminate this “benefit mismatch,” would that action be considered an IRS 
normalization violation? If so, explain why. 

A-3. a. Yes. LG&E believes the intent of the requirement was to provide incentives 
to the stockholders as well as benefits to the ratepayers. 

b. Yes. This is correct for an Option 2 company. 

c. No. The sharing of benefits occurs over the life of the asset giving rise to the 
credit. The stockholders benefit from the capitalization adjustment while 
customers benefit from the amortization of the credit once the plant goes into 
service. Consistent with IRS guidance, the amortization can only occur once 
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Rives 

the plant is in service (see (d) below) This treatment is consistent with past 
Commission precedent, including Case No. 10064. 

d. Yes In accordance with guidance in this area, this would be a violation of 
Section 46 (f)  (2) of the Code and would cause the Company to forfeit the tax 
credits 

Excerpts from two IRS private letter rulings on this point follow (QPE 
references Qualified Progress Expenditures): 

PLR 8438029: 
Therefore, based on your representations and our legal analpsis, we rule 
that if Y were to adopt the below stated proposals., 

I )  that the ITCs for QPEs which were not being anlortized because 
the property had not been placed in service for accounting, 
ratemaking, and federal income tax purposer) would be removed 
,fioni X ' s  rate base and capital siructure, or 

2) the ,Jlow-back of ITCs for QPEs would commence at the time such 
expenditures as,sociated with .specific properly were included in 
X s  rate base even though such property was not placed in service 
and depreciated for accounting, ratemaking, and federal income 
tax purpo.res, that thi.s treatment would violate section 46 ( j  (2) of 
the Code and cause the disqualification of X's  public utility 
property for purposes ofthe ITC 

PLR 8414013: 
Consequently, section 46 fl and the regulations thereunder provide for 
the restoration of the credit over the u,sefirl life for regulatory purposes. In 
the situation where the useful life for regulatory purposes has not 
commenced, there is no requirement to ratably restore the credit by  
reducing the cost of service until the property is placed in service 

Therefore, based solely on the information submitted and  representation,^ 
made, it i,s held for federal income tax purposes that investment tax credits 
ofthe Taxpayer (which elected the special rule provided by section 46 fl 
(2) of the Code) pertaining to qualified progre,ss expenditures for which 
the related property has not been placed in service will not be required to 
be ratably flowed through to cost ojservice until the taxable year that the 
property is placed in service for regulatory purposes. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 4 

Responding Witness: Shannon L. Charms 

Q-4. With regard to the response to AG-I-S(c), please provide the following 
information: 

a, Please confirm that the test year per books electric operating expenses of 
$787,392,382 shown on Rives Exhibit I ,  page 1, line 1 include $107,382,630 
for depreciation and amortization expenses. If you do not agree, explain your 
disagreement. 

b. Please confirm that the Company is proposing to increase the test year per 
books electric operating expenses of $787,392,382 by a total electric 
depreciation expense adjustment of $16,722,648, as shown on Rives Exhibit 
1, page 1, line 17. If you do not agree, explain your disagreement. 

c. Please confirm that, therefore, the Company’s adjusted electric depreciation 
and amortization expenses claimed in the proposed pro forma adjusted test 
year operating expenses on Rives Exhibit 1 amount to $124,105,278, 
representing the sum of the unadjusted per books test year depreciation and 
amortization expenses of $107,382,630 included in line 1 and the proposed 
depreciation expense adjustment of $16,722,648 on line 17. If you do not 
agree, explain your disagreement. 

d. Please confirm that the $7,420,046 difference between the total pro forma 
adjusted depreciation expenses of $124,105,278 reflected by the Company in 
this case, as derived in part (c) above, and the total pro ,fortnu annualized 
depreciation adjustment of $1 16,685,232 proposed by the Company in this 
case (see Rives Exhibit 1, Schedule 1.14, line 3) represents the test year 
depreciation expenses associated with ARO and ECR. If you do not agree, 
explain your disagreement. 

e. Has this ECR and ARO related depreciation expense amount of $7,420,046 
been removed from the filing results through separate pro forma adjustments? 
If so, indicate in which Exhibit 1 Reference schedule(s) this expense removal 
is included. 

A-4. a. Yes, the test year per books electric operating expenses of $787,392,382 do 
include $107,382,630 in depreciation and amortization expenses. 
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Charnas 

b. Yes, the Company is proposing to increase the test year per books electric 
operating expenses of$787,392,382 by $16,722,648 in depreciation expenses. 

c. Yes, the Company's adjusted electric depreciation and amortization expenses 
in the proposed pro firina ad,justed test year operating expenses on Rives 
Exhibit 1 amount to $124,105,278. 

d. Yes, the $7,420,046 difference between the total pro forma adjusted 
depreciation expenses of $124,105,278 reflected by the Company in this case, 
as derived in part (c) above, and the total pro forma annualized depreciation 
adjustment of $1 16,685,232 proposed by the Company in this case (see Rives 
Exhibit 1, Reference Schedule 1.14, line 3) represents the test year 
depreciation expenses associated with ARO and ECR. 

e. The $7,240,995 of ECR-related depreciation expense was removed for 
ratemaking purposes through the Company's pro forma adjustment in Rives 
Exhibit 1, Reference Schedule 1.05. The ECR-related depreciation expense is 
included in the total Electric Expenses Post '95 Plan of $10,942,070. In Rives 
Exhibit 1, Reference Schedule 1.06, $7,035,453 of ECR-related depreciation 
expense is included in the note (a) amount of $9,592,127 to reflect a full year 
of the ECR Roll-In. 

There is no other adjustment required for the ARO depreciation amount of 
$1 79,05 1 Depreciation and accretion expense associated with ARO assets 
and liabilities have been removed from test year net operating income by 
recording offsetting regulatory credits as these expenses are recorded on the 
books 





Response to AG-2 Question No. 5 

Charnas 
Page 1 of 2 

LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 5 

Responding Witness: Shannon L. Charnas 

Q-5. With regard to the response to AG-I-8(c), please provide the following 
information: 

a. Please confirm that the test year per books gas operating expenses of 
$373,070,824 shown on Rives Exhibit 1, page 1, line 1 include $18,923,389 
for depreciation and amortization expenses. If you do not agree, explain your 
disagreement. 

b. Please confirm that the Company is proposing to increase the test year per 
books gas operating expenses of $373,070,824 by a total gas depreciation 
expense adjustment of $3,488,855, as shown on Rives Exhibit 1, page 1, line 
17. If you do not agree, explain your disagreement. 

c. Please confirm that, therefore, the Company’s adjusted gas depreciation and 
amortization expenses claimed in the proposed pro forma adjusted test year 
operating expenses on Rives Exhibit 1 amount to $22,412,244, representing 
the sum of the unadjusted per books test year depreciation and amortization 
expenses of $18,923,389 included in line 1 and the proposed depreciation 
expense adjustment of $3,488,855 on line 17. If you do not agree, explain 
your disagreement. 

d. Please confirm that the $9,103 difference between the totalprojbrma adjusted 
depreciation expenses of $22,412,244 reflected by the Company in this case, 
as derived in part (c) above, and the total pro jbrma annualized depreciation 
adjustment of $22,403,132 proposed by the Company in this case represents 
the test year depreciation expenses associated with ARO. If you do not agree, 
explain your disagreement. 

e. Has this ARO related depreciation expense amount of $9,103 been removed 
from the filing results in a separate pro forma adjustment? If so, indicate in 
which Exhibit 1 Reference schedule(s) this expense removal is included. 

a. Yes,  the test year per books gas operating expenses of $373,070,824 do 
include $1 8,923,389 in depreciation and amortization expenses. 

b. Yes, the Company is proposing to increase the test year per books gas 
operating expenses of $373,070,824 by $3,488,855 in depreciation expenses. 

A-5. 
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c. Yes, the Company’s adjusted gas depreciation and amortization expenses in 
the proposed pro forma adjusted test year operating expenses on Rives Exhibit 
1 amount to $22,412,244 

d. Yes, the $9,103 difference between the total pro forma adjusted depreciation 
expenses of $22,412,244 reflected by the Company in this case, as derived in 
part (c) above, and the total pro forma annualized depreciation adjustment of 
$22,403,132 proposed by the Company in this case represents the test year 
depreciation expenses associated with ARO. 

e. There is no other adjustment required for the ARO depreciation amount of 
$9,103 Depreciation and accretion expense associated with ARO assets and 
liabilities have been removed from test year net operating income by 
recording offsetting regulatory credits. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 6 

Responding Witness: Shannon L. Charnas /Robert  M. Conroy 

Q-6. With regard to the responses to AG-1-18 and AG-1-10 (second line) regarding the 
Mill Creek Ash Dredging Regulatory Asset, please provide the following 
information: 

a. On AG-1-10, second line, provide the reasons for the difference between the 
annual amortization expense amount o f  $1,415,333 included in the adjusted 
test year operating expenses and the annual amortization expense amount of 
$2,057,654 shown on the second line, 6“’ column. 

h. Show the monthly amortizations for the unamortized total ECR balance of 
$4,033,077 at 4/30/08 that result in a fully-amortized balance as of 4/30/08. 

c. Show the monthly amortizations for the unamortized Base Electric balance of 
$2,134,844 at 4/30/08 that result in a fully-amortized balance as of4/30/08. 

d. Does the $1,415,333 amortization expense include an ECR portion that was 
removed for ratemaking purposes through one of the Company’s pro ,forma 
adjustments or does it represent the Base Electric amortization expense? 
Please explain this in detail. 

A-6. a. See attached. The test year amortization expense of $1,415,333 is different 
from the annual amortization expense of $2,057,654 because the test year 
amortization expense is not based on the entire regulatory asset. The final 
payment for expenses recorded as a regulatory asset balance was made in May 
2008. 

b. See attached for amortization through April 2010, at which time the balance is 
fully amortized 

c. $2,134,844 is the ECR Roll-In portion of the Total Mill Creek Ash Dredging 
Regulatory Asset balance pursuant to the Commission’s Order dated March 
28, 2008 in Case No. 2007-00380. As such, the amortization of the 
$2,134,844 is reflected in the amortization expense of the total balance of 
$4,033,077 in part (b). 
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d. The $1,415,333 of amortization expense was removed for ratemaking 
purposes through the Company's pro forma adjustment in Rives Exhibit 1, 
Reference Schedule 1.05 The amortization is included in the total Electric 
Expenses Post '95 Plan of $10,942,070. In Rives Exhibit 1, Reference 
Schedule 1.06, $337,527 of amortization expense is included in the note a. 
amount of $9,592,127 to reflect a full  year of the ECR Roll-In. 
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Charnas 
Louisville Gas B Electric Company 

Case No. 2004-00421 
Mill Creek Ash Dredging Regulatory Asset Amortization Schedule 

April 2006 ~ February 2007 
March 
April 

May 

.July 
June 

August 
September 
October 
November 
December 
January 2008 
February 
March 
April 
Total Test Year Amortization 

May 
June 
July 
August 
September 
October 
November 
December 
January 2009 
February 
March 

(B)+(C) (DMN 
(A) (8)  (C) (D) (E) 

Remaining Months Unamortized Ash Hauling Total Unamortized Amortization 
to Amortize Balance Expense Balance Expense 

37 

36 
35 
34 
33 
32 
31 
30 
29 
28 
27 
26 
25 

24 
23 
22 
21 
20 
19 
18 
17 
16 
15 
14 
13 

39 $ 2,472,370 $ 337,526 
38 $ 2,134,844 214,409 $ 2.349.253 61.822 

302.922 2,590.353 70,010 2.287.431 

April 
Total Annual Amortization Expense per AG-1-10 

May 
June 
July 
August 
September 
October 
November 
December 
January 2010 
February 
March 
April 

Grand Total 
May 

12 
11 
10 
9 
8 
7 
6 
5 
4 
3 
2 
1 
0 

2.520.343 
2.654.007 
2.800.504 
2,922,591 
2.994.453 
3,131,315 
3.262.108 
3.428.497 
3.7 19.0 1 1 
3,754,939 
3.871.808 
3,954,281 

4,033,078 
3.943.838 
3.772.367 
3.600.896 
3.429.425 
3,257,954 
3.086.482 
2.915.011 
2.743.540 
2.572.069 
2.400.598 
2.229.127 

2,057,655 
1.886.184 
1.714.713 
1.543.242 
1.371.771 
1.200.300 
1.028.829 

857.357 
685.886 
514,414 
342,943 
171,471 

209.492 
228.865 
210.650 
165.439 
237.872 
239.530 
284.613 
423.336 
175.000 
2 6 5.7 8 5 
240,644 
246.842 

82.231 

$ 6.000.000 

2.729.835 75.828 
2.882.872 82.368 
3,011.154 88.563 
3.088.030 93,577 
3,232.325 101,010 
3,370,845 108.737 
3.546.721 118.224 
3,851.833 132;822 
3.894.01 1 139,072 
4,020,724 148,916 
4.112.452 158,171 
4,201.1 23 168.045 

1,415,333 

4.115.309 171.471 
3.943.838 171:471 
3,772.367 171.471 
3 I 6 0 0,8 9 6 171.471 
3,4 2 9,4 2 5 171,471 
3.257.954 171.472 
3;086;482 171;471 
2,915.01 1 171.471 
2.743.540 171.471 
2,572,069 171,471 
2,400.598 171,471 
2,229,127 17 1,472 

2.057.654 

2,057,655 171,471 
1,886,184 171,471 
1.714.713 171.471 
1;543;242 17 1,471 
1,371,771 171.471 
1,200,300 171,471 
1,028,829 171,472 

857.357 171,471 
685.886 171,472 
514.414 171,471 
342.943 171,472 
171.471 171,471 

$ 6,000,000 
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LoursvrLLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 7 

Responding Witness: Valerie L. Scott 

Q-7. Re. the response to AG-1-21, please explain the very large reductions in the Other 
Electric revenues from the revenue levels experienced prior to the test year and 
explain why the test year revenue level should be considered representative of the 
appropriate ongoing revenue level. 

The reduction in Other Electric Revenues is primarily due to LG&E’s exit from 
the MIS0 in September 2006. The MIS0 began Day 2 operations in April 2005, 
The payments received after the exit from MISO represent resettlements from the 
time period when LG&E was a MIS0 member. Resettlements of revenues and 
expenses pertaining to the Company’s membership in the MISO ended in 
December 2007. 

IJpon its exit from the MISO, LG&E established a regulatory liability for the 
MISO Schedule 10 charges collected through rates, thereby decreasing revenues. 
Also upon its exit from the MISO, the Company began recording revenues for 
intercompany transmission, previously paid to the MISO. 

LG&E had grandfathered transmission agreements with East Kentucky Power 
Cooperative (EKPC) for Salt River Electric. Grandfathered agreements were 
extended by LG&E until the MISO exit, at which time the Salt River transmission 
rates fell under the Open Access Transmission Tariff (OATT). At the time of the 
MISO exit, LG&E and KU began splitting total EKPC transmission revenue, 
including revenues related to Salt River Electric, according to allocation rates 
designated by the Transmission Coordination Agreement. LG&E’s allocation rate 
is 30.48%. Therefore, LG&E‘s share of EKPC revenues increased after the 
MISO exit. 

In addition, a grandfathered transmission agreement existed between LG&E and 
Indiana Municipal Power Agency (IMPA). As part of a settlement agreement 
reached with IMPA pursuant to the MISO exit, the grandfathered transmission 
agreement was eliminated. Therefore, IMPA transmission revenues decreased 
after the MISO exit. 

A-7. 
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Additionally coal resale revenues decreased due to selling coal to only one 
counterparty beginning in October 2006, compared to selling to two 
counterparties from May 2005 through September 2006, from the Mill Creek 
station. 

The table below illustrates the revenues during each of the 12-month periods by 
major category 

12 Mo. 12 Mo. 12 Mo. 
Ended Ended Ended 
713 1 /08 4/30/07 4/30/06 

MISO RSG make whole payments $523,000 $4,760,000 $20,035,000 

MISO Schedule 2 ancillary revenues 
MISO Schedule 10 regulatory 
liability 
MISO & other wheeling revenues 
Coal resale revenue 
EKPC transmission revenues 
IMPA transmission revenues 
Intercompany transmission revenues 
Other 
TOTAL 

(35,000) (855,000) 4,368,000 

(3,342,000) (2,228,000) - 
(168,000) 658,000 2,008,000 

9 0 2,O 0 0 2,300,000 2,900,000 
1,340,000 1,179,000 235,000 

- 304,000 729,000 
2,091,000 2,037,000 - 

178,000 308,000 633,000 
$1,489,000 $8,463,000 $30,908,000 

Test year Other Electric Revenues totaled $1,071,355. Excluding the adjustment 
to record a regulatory liability for MISO Schedule I O  costs, test year revenues 
would have been $4,400,000, and the twelve months ended July 3 1, 2008 would 
have been $4,800,000. Amounts ranging from $4,400,000 to $4,800,000 are 
representative of the on going revenue level for this account. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 8 

Responding Witness: Lonnie E. Bellar I Shannon L. Charnas 

Q-8. With regard to the response to AG-1-23, please provide the following 
information: 

a. Please provide a component breakout of the electric unbilled revenue 
difference of $(785,000) and the gas unbilled revenue difference of 
$(1,203,000) in the same format and detail as in KU’s response to data request 
PSC-2-57. 

h Re part (g): the electric unbilled revenue difference of $(785,000) consists of 
$(343,000) for unbilled base revenues; $(659,000) for unbilled FAC revenues; 
$38,000 for unbilled DSM revenues; $248,000 for unbilled ECR revenues; 
while $(69,000) of the difference is not shown. Please provide the revenue 
components of this $(69,000) unbilled revenue amount (e.g, unbilled 
MSRNDT revenues, unbilled STOD PCR revenues, etc.) 

c. Re. part (g): the gas unbilled revenue difference of $(1,203,000) consists of 
$37,000 for unbilled base revenues; $(1,267,000) for unbilled GSC revenues; 
$15,000 for unbilled DSM revenues; while $12,000 of the difference is not 
shown Please provide the revenue components of this $12,000 unbilled 
revenue amount (e g , unbilled VDT revenues, etc.). 

d Please confirm that the electric unbilled revenue adjustment for unbilled base 
rates only (Le., excluding unbilled FAC, DSM, ECR and other non-base 
unbilled revenues) amounts to a net revenue reduction of $343,000 as shown 
in the response to part g. 

e. Please confirm that the gas unbilled revenue adjustment for unbilled base rates 
only (Le., excluding unbilled GSC, DSM and other non-base unbilled 
revenues) amounts to a net revenue increase of $37,000 as shown in the 
response to part g. 

A-8. a. Seeattached. 



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

Bellar I Charnas 

b. The components of the $(69,000) unbilled revenue are: 

MSR $(52,000) 
VDT (21.000') . .  I 

STOD PCR 4,000 
$(69,000) 

c. The component of the $12,000 unbilled revenue is VDT 

d. Yes, the electric unbilled revenue ad,justment for the base rates portion of 
unbilled revenues amounts to a net revenue reduction of $343,000. Included 
in this base rate amount are customer charges, demand charges, energy 
charges, base rate ECR, and base rate FAC. However, all unbilled revenues 
are appropriately being removed. 

e. Yes, the gas unbilled revenue adjustment for the base rates portion of unbilled 
revenues amounts to a revenue increase of $37,000. However, all unbilled 
revenues are appropriately being removed. 



Attachment to Response to AG-2 Question No. 8(a) 
Page 1 of L 

Charnas 

Louisville Gas and Electric Company 
Case No. 2008-00252 

Unbilled Revenue Reconciliations 
For the Periods April 30, 2007 and April 30, 2008 

I April 30,20071 April 30,20081 Difference 
Electric Unbilled - Louisville Gas 8: Electric 

Residential Sales - Customer Charge $ 827,000 $ 855,000 $ (28,000) 
Residential Sales - ECR 14 1,000 33,000 108,000 
Residential Sales - Energy - Fuel 2,132,000 2,073,000 59,000 
Residential Sales - Energy - Nonfuel 7,435,000 5,744,000 1,69 1,000 
Residential Sales - FAC 184,000 (1 84,000) 
Residential Sales - MSR (242,000) (21 8,000) (24,000) 
Residential Sales - Revenue DSM 133,000 101,000 32,000 
Residential Sales - VDT (1 04,000) (79,000) (25,000) 
Small Commercial Sales -Customer Charge 226,000 233,000 (7,000) 
Small Commercial Sales - DSM 11,000 8,000 3,000 
Small Commercial Sales - ECR 55,000 14,000 41,000 
Small Commercial Sales - Energy - Fuel 781,000 828,000 (47,000) 
Small Commercial Sales - Energy - Nonfuel 3,13 1,000 2,666,000 465,000 
Small Commercial Sales - FAC 0 73,000 (73,000) 
Small Commercial Sales - MSR (95,000) (93,000) (2,000) 
Small Commercial Sales - VDT (41,000) (33,000) (8,000) 
Large Commercial Sales - Customer Charge 86,000 88,000 (2,000) 
Large Commercial Sales - Demand Charge 3,113,000 2,494,000 6 19,000 
Large Commercial Sales - DSM 1 1,000 8,000 3,000 
Large Commercial Sales - ECR 77,000 19,000 58,000 
Large Commercial Sales - Energy - Fuel 1,469,000 1,538,000 (69,000) 
Large Commercial Sales - Energy - Nonfuel 1,059,000 892,000 167,000 
Large Commercial Sales - FAC 0 136,000 (136,000) 
Large Commercial Sales - MSR ( 132,000) (126,000) (6,000) 
Large Commercial Sales - STOD PCR 14,000 10,000 4,000 
Large Commercial Sales - VDT (57,000) (45,000) (12,000) 
Large Industrial Sales - Customer Charge 19,000 19,000 0 
Large Industrial Sales -Demand Charge 1,192,000 2,486,000 (1,294,000) 
Large Industrial Sales - ECR 36,000 22,000 14,000 
Large Industrial Sales - Energy - Fuel 858,000 2,153,000 (1,295,000) 

Large Industrial Sales - FAC 0 191,000 (191,000) 
Large Industrial Sales - MSR (34,000) (8,000) (26,000) 
Large Industrial Sales - VDT (27,000) (53,000) 26,000 

Large Industrial Sales - Energy - Nonfuel 54 1,000 1,079,000 (538,000) 

Street Lighting Sales - Customer Charge 1,000 1,000 0 
Street Lighting Sales - ECR 2,000 1,000 1,000 
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- April 30,2007 April 30,2008 Difference 
Street Lighting Sales - Energy - Fuel 15,000 37,000 (22,000) 
Street Lighting Sales - Energy - Nonfuel 1 16,000 227,000 ( 1  1 1,000) 
Street Lighting Sales - FAC 0 3,000 (3,000) 
Street Lighting Sales - MSR (3,000) (7,000) 4,000 
Street Lighting Sales - VDT (1,000) (2,000) 1,000 
Public Authority Sales - Customer Charge 24,000 25,000 ( ~ S J O O )  

Public Authority Sales - DSM 3,000 3,000 0 
Public Authority Sales - Demand Charge 1,066,000 9 6 0,O 0 0 106,000 

Louisville Gas and Electric Company 11 

Public Authority Sales - ECR 36,000 10,000 26,000 

Public Authority Sales - Energy ~ Nonfuel 858,000 772,000 86,000 
Public Authority Sales - FAC 0 72,000 (72,000) 

Public Authority Sales - Energy - Fuel 6 9 0,O 0 0 812,000 (122,000) 

Public Authority Sales - MSR (62,000) (64,000) 2,000 
Public Authority Sales - STOD PCR 2,000 2,000 0 
Public Authority Sales - VDT (26,000) (23,000) (3,000) 

Residential Gas - DSM $ 45,000 $ 30,000 $ 15,000 
Residential Gas - Base Revenue 942,000 882,000 60,000 
Residential Gas - GSC 3,988,000 4,875,000 (887,000) 
Residential Gas - VDT (30,000) (38,000) 8,000 
Commercial Gas - Base Revenue 299,000 338,000 (39,000) 
Commercial Gas - GSC 1,708,000 1,956,000 (248,000) 
Commercial Gas - VDT (1 1,000) (14,000) 3,000 
Industrial Gas -Base Revenue 52,000 30,000 22,000 
Industrial Gas - GSC 174,000 191,000 (17,000) 
Industrial Gas - VDT (1,000) (1,000) 0 
Public Authority Gas -Base Revenue 74,000 80,000 (6,000) 
Public Authority Gas - GSC 325,000 440,000 ( 1  I5,OOO) 
Public Authority Gas - VDT (2,000) (3,000) 1,000 

Total LGE Gas Unbilled $ 7,563,000 $ 8,766,000 $ (1,203,000) 

I I I 
Total LGE Electric Unbilled I $ 25,336,000 I $ 26,121,000 I $ (785,000) 

1 I 

I April 30,20071 April 30,20081 Difference1 
]Gas 1 Jnhilled - 1.ouisville Gas & Electric I I I I 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 9 

Responding Witness: Lonnie E. Bellar / Shannon L. Charnas 

Q-9 For the proposed gas unbilled revenue adjustment on Rives Exhibit 1, Schedule 
1 00, please provide the MCF volumes associated with the 4/30/07 and 4/30/08 
unbilled revenue levels and associated with the revenue adjustment amount 

The MCF volumes associated with the 4/30/07 and 4/30/08 unbilled revenues are: A-9 

April 30,2007 April 30,2008 Change 

Unbilled MCF 944,000 877,000 67,000 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 10 

Responding Witness: Lonnie E. Bellar / Shannon L. Charnas / 
William Steven Seelye 

Q-IO For the proposed electric unbilled revenue adjustment on Rives Exhibit 1, 
Schedule 1.00, please provide the following information: 

a. The KWH volumes associated with the total 4/30/07 and 4/30/08 unbilled 
revenue levels and associated with the total revenue adjustment amount of 
$(785,000). 

b. The KWH volume associated with the unbilled base rate revenue adjustment 
of $(343,000) referenced in the response to AG-1-23(g). 

c. Explain why the Company has not reduced the test year base power expenses 
(those rolled into base rates) for the power expenses associated with the 
electric unbilled revenue adjustment. 

d,. Provide the test year pro .furma base rate (rolled-in) power expenses per 
KWH, including the calculations to derive this unit cost. If this number is 
different from the $0.01703/KWH shown on Seelye Exhibit 20, provide a 
reconciliation. 

A-10. a. and b. 
IJnbilled volumes used for all aspects of the unbilled revenue calculation are 
as follows: 

April 30,2007 April 30,2008 Difference 

kWh IJnbilled 440,808,000 436,937,000 3,871,000 

c. and d. 
There are no “uower exuenses” to reduce. All generation expenses included 

I 

in the unadjusted test year results were incurred during the test year. 
Ratemaking principles limit consideration of the Company’s results to 
revenues received and expenses iiicitrred during the test year, with 
adjustments for known and measurable changes to normalize test year 
operating results so that they are representative of operations on a going 



Response to AG-2 Question No. 10 
Page 2 of 2 

Bellar I Charnas / Seelye 

forward basis. Therefore an adjustment to remove expenses is unnecessary 
and inappropriate. 

Because test year revenues, expenses and billing determinants have been fully 
normalized in this proceeding, all three have been fully synchronized. 
Therefore, it would be inappropriate to make a further adjustment to reduce 
test year expenses. The Company has followed the Commission’s long- 
standing practice of removing unbilled revenues from test year operating 
results,. The proper treatment of unbilled revenues for ratemaking purposes 
was thoroughly considered in KU’s last rate case (Case No. 2003-00434) and 
in LG&E’s last three rate cases (Case No. 2003-00433, 2000-00080, and 90- 
158). Expenses associated with unbilled revenues were not removed in any of 
these cases. 

Because the billing determinants used to develop the Company’s proposed 
rates do not include unbilled kWh sales and unbilled kW demands, it is 
appropriate to remove the unbilled revenues from the test year. If unbilled 
revenues are not removed from test year operating results, then the billing 
determinants used to develop the proposed rates would need to be adjusted to 
reflect the billing determinants associated with the unbilled revenues. 

See the response to PSC-3 Question No. 19. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 11 

Responding Witness: Shannon L. Charnas I William Steven Seelye 

Q-11 While the Company has proposed to reflect only billed revenues in the test year, 
explain why the Company has not similarly proposed to reflect only billed 
operating expenses in the test year? 

A-11. The Company has reflected normalized expenses in the test year. 
response to PSC-3 Question No. 19. 

See the 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 12 

Responding Witness: Valerie L. Scott 

4-12. With regard to the response to PSC-2-79, please provide the following 
information: 

a. From the data in the table in the response Attachment, it appears that if tax 
credits are generated in one year (the year of the coal purchases), the tax 
credits are booked by the Company in the next year. Please confirm if this is 
correct, 

b. Please confirm that if the Company generates tax credits from coal purchases 
in 2008 and 2009, the tax credits will be applied as property tax or income tax 
credits in 2009 and 2010. If this is not corwt ,  provide the correct answer. 

c. In the years 2002, 2003, 2004 and 2006, why wasn’t the coal tax credit 
applied first to the entire income tax liability with any remaining tax credits 
applied to property taxes? 

d. Did the test year coal tax credits of $1,135,572 that were applied as a credit to 
property taxes in 2007 increase the Company’s FIT liability by 35% and SIT 
liability by 6% of the property tax credit? In addition, provide the net after- 
tax impact on operating income of the test year’s coal tax credit booking of 
$1,135,572 and show the calculations. 

e. Did the test year coal tax credit of $132,511 that was applied as a credit to 
state income taxes increase the Company’s FIT liability by 35% x $132,511? 
In addition, provide the net after-tax impact on operating income of the test 
year’s coal tax credit booking of $132,511 and show the calculations. 

A-12. a. Yes. Subsequent to each year-end, the Company collects data regarding coal 
purchases and, if Kentucky purchases exceed the 1999 thresholds, an 
application is filed by the following March 15 with the Department of 
Revenue. IJpon approval by the Department of Revenue, the credit is 
recorded in the year following the purchase, 

b. Yes. 

c. Kentucky views the income tax limitation on a consolidated basis, not on a 
company by company basis. During 2002, 2003, 2004, and 2006, state tax 
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losses were incurred at the consolidated level, therefore, the state required the 
credit to be applied to the property tax liabilities. In 2007, the consolidated 
group had an adequate level of state tax due, against which to apply the credit 
generated from 2006 coal purchases. 

d. Yes. The reduction in property tax expense recorded in the test year 
effectively increased taxable income and resulted in additional federal and 
state income taxes. 

The after-tax impact of booking the $1,135,572 coal tax credit in the test year 
for financial reporting purposes was approximately $693,834 (1,135,572 - 
(1,135,572 x "389)). This is based on using the statutory income tax rates (.35 
+ .06 - (.06 x .35)). 

A pro forma adjustment was made to property tax in this rate case for the 
removal of the coal tax credit; see Rives Exhibit 1, Reference Schedule 1.33. 
The income tax expense associated with this coal tax credit adjustment is 
included in the tax calculation of Rives Exhibit 1, line 43. The income tax 
expense pro forma adjustment for the coal tax credit decreased income tax 
expense. 

e. Yes. The reduction in state income tax expense due to the recording of the 
coal tax credit in the test year effectively increased federal taxable income and 
resulted in additional federal income taxes. 

The after-tax impact of booking the $132,511 coal tax credit in the test year 
for financial reporting purposes was $86,132 (132,51 I - (132,511 x .35)). 

Apro forma adjustment was made in this rate case for the removal of the coal 
tax credit from income tax expense; see Rives Exhibit 1, Reference Schedule 
1.41. In addition to the removal of the coal tax credit a pro forma adjustment 
was also made in Rives Exhibit 1, Reference Schedule 1.41, to reduce federal 
income tax expense. See also the attachment to the response to PSC 2 
Question No 80(a) line 12 for the federal income tax expense adjustment 
made. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 13 

Responding Witness: Valerie L. Scott 

Q-13. The Attachment to PSC-2-79 states: "One quarter, $416,404, of the $1,665,616 
coal tax credit [applied against income] for coal purchased in calendar year 2007 
has been recorded in the test year." In this regard, please provide the following 
information: 

a. Reconcile the $416,404 coal tax credit [applied against state income tax] to 
the coal tax credit related income tax reduction of $132,511 shown on 
Reference Schedule 1.41" (provide a response in the same format and detail as 
KU's response to PSC-2-119). 

b. Since the test year incorporates 4 months of 2008, why has only 1/4Lh of the 
$1,665,616 2008 coal tax credit been reflected in the test year rather than 
I/.3Id? In addition, explain the basis for having 1/4"' of the total 2008 coal tax 
credit reflected in the test year. 

c. Since the Company received coal tax credits in 2008 of which only 1/4"', or 
$416,404 has been utilized in the test year, please confirm that this means that 
the Company in the future will be able to use the remaining coal tax credit 
amount of $1,249,212 either as an income tax or a property tax reduction. 

A-13. a. Seeattached 

b., The coal tax credit is recorded by the Company on a quarterly basis, it is not 
recorded monthly. An entry was recorded in March 2008 for the first three 
months ofthe year. 

The 2008 coal tax credit is anticipated to be utilized on the 2007 Kentucky 
Income Tax return which will be filed by October 15, 2008. The coal tax 
credit is being recorded ratably over the four quarters of 2008; because of this, 
only the amount recorded in the first quarter is reflected in the test year. The 
Company's pro forma adjustment removes the coal tax credit from the test 
year. 

c. The Company will record the remaining $1,294,212 over the last three 
quarters of 2008. The Company expects to use the $1,665,616 coal tax credit 
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on the 2007 Kentucky Income Tax return that will be filed by October 15, 
2008. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 14 

Responding Witness: Valerie L. Scott 

Q-14. The response to AG-1-30 shows that since 1999, the Company has used up 
$4,155,942 of the total generated Recycle Credit, leaving a carry forward balance 
of $4,037,437 at the present time. In the same response, the Company also states 
that it expects “the remaining c a m  forward to completely reverse during 2008 
with no impact in 2009 or thereafter ” In this regard, please provide the following 
information: 

a. Explain what conditions have to be met in order for the Company to be able to 
use the recycle tax credits as it was able to do in 1999,2000,2005 and 2007. 

b. Is there an expiration date associated with the carry forward balance? If so, 
what is that expiration date? 

c. Will the Company be able to actually use up the entire Recycle Credit 
balance? If not, why not? If so, how does the Company plan to accomplish 
this? 

d. Provide a detailed explanation as to why the Company expects this remaining 
c a y  forward balance to completely reverse during 2008 with no impact in 
2009 or thereafter. 

e. Did the test year recycle tax credit of $741,478 that was applied as a credit to 
state income taxes increase the Company’s FIT liability by 35% x $741,478? 
In addition, provide the net after-tax impact on operating income of the test 
year’s recycle tax credit booking of $741,478 and show the calculations., 

A-14. a. The recycle credit can be utilized on the consolidated Kentucky Income Tax 
return provided there is a tax liability. The recycle credit is limited each year 
to twenty-five percent (ten percent in 1999) of the total state income tax 
liability. 

b. There is no expiration date associated with the recycle credit carry forward. 

c. The consolidated Kentucky Income Tax return is filed by E.ON US 
Investments Corp., the parent of LON U.S. LLC and LG&E. E.ON US 
Investments Corp. (and LG&E) expects to have consolidated Kentucky 
taxable income in the future, enabling it to eventually use the entire recycle 
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credit. Since there is no expiration date the recycle credit carry forward can be 
applied to future years' state income tax liabilities until fully used. 

d. As a result of reviewing prior year levels of LG&E's separate entity Kentucky 
taxable income, the entire recycle credit should have been recognized during 
the period 1999 through 2003. Consequently, E.ON IJS. LLC, the parent 
company of LG&E, paid LG&E for the remaining recycle credit in September 
2008. 

e. Yes, in claiming the Kentucky Recycle Credit, federal tax liability increased 
by 35% of the recycle credit recorded., The removal of the Kentucky recycle 
credit would therefore decrease federal tax liability. Included in LG&E's pro 
forma adjustment for income taxes (see Rives Exhibit I ,  Reference Schedule 
1.41) was the federal adjustment for the removal of the Kentucky recycle 
credit. See the attachment to the response to PSC-2 Question No. 80(a) line 
13. The schedule calculates the federal income tax expense in the pro forma 
adjustment for the removal of the Kentucky recycle credit. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Snpplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 15 

Responding Witness: Valerie L. Scott 

Q-15. With regard to the response to AG-1-45, please provide the following 
information: 

a Please reconcile the March 2008 MIS0 refund amount of $721,477 referenced 
in the response to AG-1-45(b) to the March 2008 MIS0 refund amount of 
$681,715 shown in the table in the response to AG-1-45(a). 

b. Does the response to AG-1-45(a) indicate that, based on information available 
at this time, it is estimated that the Company’s ultimate MIS0 Exit fee 
liability at the end of the first quarter of 2015 will be $10,643,546? If not, 
explain in detail the correct answer. 

A-15. a. The difference between the two amounts is interest income of $39,762. See 
the response to AG-I Question No 45(b). 

b. Yes 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 16 

Responding Witness: Paul W. Thompson I Shannon L. Charnas 

Q-16 With regard to the response to AG-1-49 (re. IMENIMPA payments), when 
(month and year) is the anticipated retirement of Trimble County Unit l ?  

A-16 The Resource Planning Studies performed by Generation Planning and the Life 
Assessment Study by New Energy Associates, LLC were developed for a 30-year 
horizon Trimble County Unit 1 is not currently planned to be retired prior to the 
30-years However, no outlook beyond 2036 has been analyzed and the 
Depreciation Study applied a 2036 date 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 17 

Responding Witness: Shannon L. Charnas 

Q-17. With regard to the lease expense adjustment discussed in the response to PSC-2- 
32, please provide the following information: 

a. Confirm that if the Company had not switched from treating this item as a 
capital lease as opposed to an operating lease, the test year expense would 
have been 12 x $52,400, or $628,000. If this is not correct, provide the correct 
answer. 

b. Please provide the annual revenue requirement in this case associated with the 
capital lease treatment of this item in the current case as compared to the 
annual revenue requirement assuming that in this case the item was treated as 
an operating lease. Provide all calculations and calculation components in 
support of these two revenue requirement numbers. 

A-17. a. Had the lease been an operating lease, the test year expense would have been 
$52,400 per month, for a total annual expense of $628,800. However, as a 
capital lease, the annual interest expense would have been $191,549 and the 
annual depreciation expense would have been $84,098 for a total annual 
expense of $275,647. Accordingly, operating expenses are lower with the 
transaction recorded as a capital lease, which is required accounting under 
Statement of Financial Accounting Standard No. 13, Accounting for Leases 
(FAS 13). 

b. As stated in the testimony, the adjustnient is necessary to reflect the proper 
accounting treatment of the lease, Under the requirements of FAS 13, there is 
no discretion in the treatment of this cost. It must be recorded as a capital 
lease due to the fact the lease agreement states that at the end of the lease, 
LG&E can purchase the demineralization equipment for $1, which creates a 
bargain purchase option, one of the four criteria that determine a capital lease. 
The information requested in this question assumes an improper treatment of 
the cost, and requires extensive original work that is otherwise meaningless 
because the accounting treatment is contrary to the requirements in FAS 13. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 18 

Responding Witness: S. Bradford Rives 

Q-18. With regard to the response to AG-1-54(b) and (d) and the response to PSC-2-10, 
please provide the following information: 

a. When (month and year) will the Company convert the two bonds referenced 
in the response to part (b)? In addition, provide any source documentation in 
support of this expectation. 

b. What other alternatives would be available to the Company to refinance the 
tax-exempt bonds and what would be the annual costs associated with those 
alternative refinancing tools? 

c. If any cost update is available by now, what would be the updated annual cost 
amount associated with the assumed letter of credit refinancing as compared 
to the currently projected cost of $2,528,293? 

d. The proposal from the one bank in the response to PSC-2-10 only concerns 
the TC2 bond of $83.335 million. Has the Company sent out proposals for 
letter of credit enhancement for the $128 million Metro Louisville bond of 
$128 million? If so, provide the term sheet. If not, why not? 

A-1 8. a. The Company currently expects to close on the two bonds in late November 
2008 or early December 2008, However, the capital markets are extremely 
volatile and market conditions may result in the need to modify this plan. 

b. The tax-exempt bond documents allow the Company to select from a variety 
of modes. The modes available under the documents that would not require a 
letter of credit are all long-term modes, but can be classified into two 
categories - “put bonds” and “fixed to maturity bonds”. If the interest rate is 
set for a period longer than a year, but less than to maturity it is referred to as 
a “put bond”. “Put bonds” are generally set for periods of between two and 
seven years. Because of the difficult general capital market conditions, very 
little new debt has been issued in the last two weeks. However, based on 
estimates based on LG&E’s debt ratings provided on October 1 for the $83.3 
million bond, the interest rates for a two-year reset would have been 5.55%, a 
three year reset would have been 5.90%, a five-year reset would have been 
6.30%, and a seven-year reset would have been 6.65%. A fixed to maturity 
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rate would be approximately 7.35%. Rates for the $128 million bond would 
have been 5.00% for a two year reset, 5.35% for a three-year reset, 5.75% for 
a five year reset, 6 10% for a seven-year reset, and 6.80% for a fixed to 
maturity rate. An all-in rate for the letter of credit backed bond based on long- 
term averages is expected to be approximately 3 25% using the expected letter 
of credit cost of 50 bps 

c. See the response to PSC-3 Question No 2. 

d. See the response to PSC-3 Question No. 2 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 19 

Responding Witness: Chris Hermann 

Q-19. With regard to the Attachment to AG-1-61 (bottom of page), please provide the 
exact nature and purpose of the reception expenses of $21,070 Also, indicate 
what these reception expenses of $21,070 consist of. 

A-I9 The purpose of these receptions was to provide the forum and opportunity for our 
service territory economic development professionals to meet and network with a 
variety of site location and real estate consultants. In 2007 and early 2008, E.ON 
U S  hosted events in Atlanta, Covington, Lexington, Louisville, and Nashville 
The decision to target these particular markets was driven by proximity, new 
market development, or analysis indicating these markets had site selection 
professionals who had previously focused on Kentucky as a target for their 
clients. 

Covington Real Estate Reception - September 13,2007 
Expenses: Event venue, catering, valet parking, service charge - $4,111 
Music and florist - $206 TOTAL: $4,3 17 

Nashville Real Estate Reception -November 8, 2007 
Expenses: Event venue, catering, valet parking, service charge - $1,798; 
Regional showcase gifts: $76 TOTAL: $1,874 

Atlanta Real Estate Reception - January 8,2008 
Expenses: Event venue & catering - $3,298; 
Regional showcase gifts: $21.3 TOTAL: $3,511 

Louisville Real Estate Reception - March 18,2008 
Expenses: Event venue & catering - $1 1,368; 
TOTAL: $1 1,368 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 20 

Responding Witness: Shannon L. Charnas 

Q-20 Attachment to Response to PSC-1-30(h), page 2, shows total EEI dues paid 
during the test year of $387,603 Please confirm the accuracy of this If this is 
not correct, provide the correct answer 

A-20 The amount of dues reported in Attachment to Response to PSC-I-30(h), page 2, 
of $387,603 is the correct amount of EEI dues recorded in account 930 EEI dues 
were also recorded in account 921 during the test period 

Expense Account EEI Dues 
Account Description Amount 

930 Miscellaneous General Expenses $ 307,231 
930 Miscellaneous General Expenses 80,372 

Sub-Total 387,603 

92 1 Office Supplies and Expenses 25,665 
Total Yi 413,268 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 21 

Responding Witness: Shannon L. Charnas 

Q-21 With regard to the response to AG-1-64 regarding legal expenses for the gas 
operations, please provide the following information: 

a Provide the actual legal expenses for 2007 and 2008 through August on a 
monthly basis. 

b For each of the years 2003 through 2007, provide the same expense 
component breakout as shown for the test year in the response to part (b) of 

c. Provide the specific reason(s) why the 2007 and test year expenses are so 
much higher than the expenses for the prior 4 years 

Actual legal expenses for 2007 and 2008 through August on a monthly basis 
are as follows: 

AG-1-64. 

A-21 a 

Month 2007 2008 

January $ 2,459.55 $ 7,357.95 
February 4,068.16 18,488.55 

March 50,361 . I  7 66,701.50 
April 185,589.53 46,356.75 
May 324,508.69 39,983.82 
June 328,5 1 1.42 23,628.81 
July 7 1,378.67 42,73.3., 13 

August 157,532.65 21,328.63 
September 66,547.26 

October 29,560.44 
November 59,195.78 
December 107,532.19 

Total $1,387,245.5 1 $266,579.14 

b. The information requested is not readily available and cannot be compiled in a 
reliable form as was provided for the test year in response to AG-I Question 
No. 64 within the time provided in the procedural schedule. 
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c. Regulatory issues that occurred in 2007 and the test year resulted in the 
increased spending. FERC compliance oversight and initiatives are increasing 
legal expenses associated with these activities. 
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LoursvrLLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 22 

Responding Witness: Shannon L. Charnas 

Q-22. With regard to the response to AG-1-69, please provide the following 
information: 

a. Provide the dollar amount data for the test year in the response to part (a) in 
the same format and detail as the expense information for 2004 through 2007 
in the response to part (b). 

b For each of the years 2004 through the test year, provide the costs, in total 
and broken out by Accounting, Engineering, Legal and Other (but without 
showing the detailed expense categories) charged to O&M expense (Le, 
exclude any costs that were capitalized or charged to accounts other than 
O&M). 
Provide detailed explanations as to why the test year Engineering costs of 
$2,487,127 and Other costs of $74,613,842 are so much higher than the 
corresponding costs in the year 2004 through 2007. In addition, in explaining 
the differences, indicate to what extent the differences are due to capitalized 
and/or expensed cost differences 

c 

A-22 a Seeattached. 

b For each of the years 2004 through the test year, all amounts provided in AG- 
1 Question No. 69 (a) and (b) were charged to O&M expense. 

c. Per review of attachment to response to AG-I Question No. 69(b), there was 
an error in the formulas. Please see the revised attachment to response AG-I 
Question No. 69(b). Per review of the revised attachment with corrected 
formulas, the Engineering costs of $2,487,127 during the test year, were 
actually lower than the corresponding costs in the years 2004 through 2007. 
Per review of the revised attachment with corrected formulas, while the Other 
costs of $74,613,842 during the test year did reflect an increase, which was 
primarily due to increased Other Labor 31d Party during the test year due to 
storm restoration expenses, plant outages and the backfilling of positions for 
the implementation of the Customer Care Solution project. In general, the 
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cost of 3'd party labor is increasing due to limitations of resources in the 
marketplace. 
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Louisville Gas and Electric Company 

Professional Services Expenses 

Test Ycnr Accounting Enginccrinz Legal Other Total 

0301-01her-Lahor-3rd Party $2,167,037 35 $62,886,197 23 665,053,234 58 
0302-Oulride Collection Fees 402,681 86 402,681 86 
0.303-Material & Equipment 62,873 ,x5 8,977,151 51 9,040,025 36 
0305-Mgmt Consulting Fees & Expenses 243,374 I 1  1,360,533 10 1,603,907 21 
0306-lemporury Help 3,993.30 1,282,283 49 1,286,276 79 
030l-Security 77,81340 77,813 40 
03 10-Contractors-Compuler Support 13,614 91 13,614 91 
0312-Audit Fees $424,297 25 424,297.25 
03 14-Accounting Services 68,101 63 68,101 63 
0321-L.egal-3rd Party $2,921,911 70 2,921,911 70 

0323-EnvironmenOl-L.abor-3rd Party 9,848 63 90,103 61 99,952 24 
0335-Physical & Medical Exams 105,290 93 105,290 93 
0374-Scrvco Convenience I’aymenlr 26,11090 26,11090 

0322-1,egal-Affiliale 0 00 

0375-Acclng Use-Misc JE-Nonallocaud (607,938 X I )  (607,938 X I )  

$492.3~8 88 $2.487.127 24 52.1)?1.91 I 70 S74.613.X42 I3 SRO.515.27Y 95 -. 
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Louisvilio Gas and Elecbic Company 
Pmfassional Services Exponse 
Revised Response to Attachment to AG-ld9lb) 

LGSE - 2004 m 
0301-O/S-O1hei Labo~3rd Party 
0302-01s-Outside Colledion Fees 
0303-OIS-Malerial a Equipment 
0305-OIS-Mgml Consulling Fees a Expenses 
0305-OIS-Temporary Help 
0307-OIS-Sec"nly 
0309-OISEquipmenl Tesling 
03 lO-OIS-CDnlraaclD~C(lmpulet Suppofl 
0312-01s-Audit Fees 
0314-01s-Accounting Services 
0315-01SOlher Labor-No Company Expertise 
031 7.OIS-OVler Non-Labor-No Company Expertise 
0321-01S-Legal-3fd Party 
0322-01S-Legal-Anilials 
0323-01S-En~imnmental-Labor-3rd Party 
0330-01s-Computer Support 
0335-01s-Physical a Medical Exams 
0336-0IS.Marketing Fees &Expenses 
0337-01s-Outside Printing Service 
0375-01s-Acclng USeMisc JE-Nonsllocaled 
Total 

LGSE .ZOO5 
m 
0301-01s-Other Labor-3rd Party 
0302-01s-Outside Collection Fees 
0303-01s-Maletisl 8 Equipment 
0305-01s-Mgml Consulling Fees Expenses 
0305-01s-Temporary Help 
0307.OIS.Sec"rity 
031O.OIS-ContTaclon-Compuler Suppofl 
0312-01s-Audit Fees 
0314-01s-Accounting Services 
0316.01S-Other Labor-No Company Expertise 
0321-01S-Legal-3rd Party 
0323-01S-Envilonmental.L~bnr-3rd Party 
0335.01s-Physical a Medical Exams 
0374.OIS-Servco Convenience Payments 
0375-01s-Acclng UseMisc JE-Noneliacaled 
iota1 

LGSE .ZOO6 

0301-01s-Other Labor-3rd Party 
0302-01s-Oulside Collection Fees 
0303-0lS-MsledaI a Equipment 
030501SMgml Consulting Fees &Expenses 
0308-01s-Temporary Help 
0307-01s-Security 
031O.OIS-Co~l rac lo iC~m~~l~r  Support 
0312.01S-Audil Fees 
0314-01s-Accounting Service% 
0316-01s-OLher Labor-No Company Expertise 
0321-01S-Legai.3rd Party 
0323-01S-En~imnmen13l-L~b~~-3rd Party 
0335-01s-Physical a Medical Exams 
0374-OIS-Sewco Convenience Payments 
037SOIS-Acclng UseMisc JE-Nonallocaled 
Total 

E"Qi"eeti"0 !=& 

S3.342.666 47 

252.472 18 
220,50500 

6.416 25 

$225 324 00 
21 855 29 

1 255 20 
2 385 50 

$2 547 919 81 

5 250 00 

other plaJ 

$46 106 29748 551 448 985 95 
358 322 53 358 322 63 

825071655 8 51319083 
113791325 135841926 
1 384 $43 13 1 391 359 38 

59241646 59241646 
10 050 07 

155 $62 48 
10 650 07 

155 952 46 
225 324 00 
21 865 29 

193 357 58 
32 709 95 35,095 55 

192 111 38 

2 'id7 918 a i  .. . .. 
14 254 50 
11 710 86 

14 254 50 
17 980 86 

213 30 213 30 
132.848 97 132.848 97 
270.145 35 270 145 38 

15.081 83 15 061 83 
1,521,557.54 1.521.557.54 

$247.209.29 53.841.954.70 52.547.918.81 552.169.070.09 568.826.152.89 

Fnoineerlns 

5288157794 

415 732 75 
93 149 49 
54 350 99 

54 065 65 

- Other plaJ 

$41 13794056 14401951860 
463 535 82 463 535 82 

749748273 ?91321549 
99106855 IO7421614 

137494641 142929739 
230 824 94 230 624 94 ~ ~ 

127 004 67 181 070 52 
$327 544 30 

1 442 95 
327 544 30 

1 442 96 
5 200 00 5 200 00 

2 927 424 21 
21 902 60 33 560 00 55 762 60 

109 673 01 
28 853 64 

$2 927 424 21 

109 873 01 
28 853 84 ~ 

(58.489.48) (58.469.48) 
5328.967.26 53,525.979.42 $2.927.424.21 $51,926.701.45 558.709.092.34 

EnOineennll &.?! - Other plaJ 

53,508.239 75 

275.918 30 
60.474 70 

0 00 

$399.814 67 
13.373 00 

25 728 15 25 728 15 
0 00 48 285 75 45 285 75 

399 814 67 
13 373 00 

0 00 4 521 55 4 821 56 
654485 52 53202702 2 538 571 67 

18 176 55 109 413 67 127 592 22 
219 20 109 19990 109 419 10 

51 100 57 51 100 57 
1.230 610 77 1230,610 77 

5413,187 57 $3.8?0.575 35 .f2 532 027 02 561 009 3 1 8 S 5 6 7 . 8 2 5  106 21 ._____- ~. 



LG8E - 2007 

0301-01S-01hei Labor-3rd Pew 
0302-01S-Out6ide Collection Fees 
0303-01s-Material 8 Equipment 
0305-01s-Mgmt Con5ulling Fees 8 Expenses 
0306-01S-Tempora~ Help 
0307-OIS-Securi~ 
03 lO-01S-CO~l~ClO~S-COmpuler  Suppott 
0312-OIS-Audit Fees 
0314.OIS-A~unling Sewices 
0321.01s-Le~al-3~ Patty 
0323.01S-EnuimnmenfaI-labar-3rd P a w  
0335-0IS.Physical8 Medical Exams 
0374-01s-Semco Convenience Payments 
0375-01s-Acclng USe-MiSC .lE-Nonaliacated 
Tofat 
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Enqineerinq __ Other 

53.799.648 13 

186 276 42 
280 131 26 

3.993 30 

55307648508 S5687613321 
402 982 95 

805460015 624287657 
113101522 1411 14648 
1 191 261 60 1 196244 90 

86 626 21 
9 638 36 

402 962 95 

66 626 21 
9 638 36 

5406.653 73 405.663 73 
73.477 48 73.477 48 

53.140.526 56 3 140.528 56 
30.879 80 60,340 75 91.22055 

139.919 74 139.919 74 
13~241 34 13.241 34 

$479.131.21 54.302.928.91 53.740.528.56 562.163.799.63 570.106.388.31 
(1,983.281.77) (1.983.281.77) 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 23 

Responding Witness: Shannon L. Charnas 

Q-23. With regard to the response to AG-1-10 (amoItizations of deferred costs), please 
provide the following information: 

a. Since the 4/30/08 deferred Gas Franchise costs of $242,675 will be fully 
amortized by 10/31/08, why isn’t the test year amortization expense of 
$362,246 to be considered a non-recurring event? 

b. Since the 4/30/08 deferred Southwest Power Pool costs of $400,800 will be 
fully amortized by 8/31/08, why isn’t the test year amortization expense of 
$801,600 to be considered a non-recurring event? 

c. Since the 4/30/08 defened TVA costs of $172,680 will be fully amortized by 
8/31/08, why isn’t the test year amortization expense of $345,360 to be 
considered a non-recurring event? 

A-23. a. The Gas Franchise Fee is paid annually to Metro Louisville for the ability to 
provide gas service and, thus, is a recurring cost. 

b. Southwest Power Pool (SPP) is LG&E’s Independent Transmission 
Organization. The initial term of the Agreement with SPP is for four years 
beginning June 1, 2006, sub,ject to annual renewals thereafter. The amount of 
the contract is $1,202,400 per year and will be amortized ratably over that 
period. This contract is in place because of the MIS0 exit and was approved 
by the FERC in Dockets ER06-20-004 and ER06-20-005, and thus is a 
recurring expense 

c. TVA is LG&E’s Reliability Coordinator. The initial term of the Agreement 
with TVA is for four years beginning July 19, 2006, subject to annual 
renewals thereafter. The amount of the contract is $543,960 per year and will 
be amortized ratably over that period. This contract is in place because of the 
MIS0 exit and was approved by the FERC in Dockets ER06-20-004 and 
ER06-20-005, and thus is a recurring expense. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 24 

Responding Witness: Chris Hermann 

Q-24. Please describe the nature and purpose of the total Community Involvement 
expenses of $1,160 listed in the response to AG-1-62, page 2. 

A-24. The nature and purpose are as follows: 

Vendor Name Nature Purpose Total 
Various networking 
events, trade shows, 
and fundraisers and other members 
Various networking 
events, trade shows, with property owners, landlords, 740 
and fundraisers and other members 

To build customer relationships 
with property owners, landlords, 

To build customer relationships 

420 Greater Lexington 
Apartments 

Louisville 
Apartments 

Total Community Involvement Expenses S 1,160 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 25 

Responding Witness: Chris Hermann /Shannon L. Charnas 

Q-25. In the PSC Order, Case No. 200.3-00434, page 39, the Order states that KU 
incurred storm damage expenses of $15,540,679 in storm damage expenses in 
2003 and received $8,944,009 in insurance reimbursement for an un-reimbursed 
storm damage expense balance of $6,596,670. In this regard, please provide the 
following information: 

a. Reference Schedule 1 . I  8 shows that LG&E incurred storm damage expenses 
of $13,867,000 in 2004. Was this the same storm for which KU incurred 
$15,540,679 in storm damage expenses? If not, explain. 

b. Given that K1.J received insurance reimbursement of $8,944,009 for its 
$1 5,540,679 storm damage expenses, did LG&E similarly receive insurance 
reimbursement for its $13,867,000 storm damage expenses? Knot, why was 
KU able to receive insurance reimbursements, but not LG&E? If LG&E did 
receive insurance reimbursement for the $13,867,000 storm damage expenses, 
what was the reimbursement amount and why has it not been offset against 
the storm damage expense amount? 

c. Why did KIJ decide to request extraordinary deferral and amortization 
treatment for the $15,540,679 storm damage expense amount, while LG&E 
did not request extraordinary deferral and amortization treatment for the 
$1 3,867,000 storm damage expense amount? 

A-25. a. No. The KU storm was in February 2003. The $13,867,000 for LG&E in 
2004 was a yearly total and consisted of several storms. 

b. No. The reimbursement to KU in 2003 was a one time situation. LG&E and 
KU were covered by storm insurance from 2001 through 2003. After that 
time, the coverage was declined as the premium and deductible were raised 
and it was deemed not cost effective.. No LG&E storm costs have been 
reimbursed from insurance companies from because there were no individual 
incidents which met the deductible during the term of the coverage. 

c. The $15,540,679 was for one storm in the KIJ service territory. The 2004 
LG&E expenses of $13,867,000 were for all the storms over the course of the 
year in the LG&E service territory. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 26 

Responding Witness: Shannon L. Charnas 

Q-26. With regard to the storm damage expenses listed in Reference Schedule 1.18, 
please provide the following information: 

a. Are the actual storm damage expenses listed for each of the years 1999 
through 4/30/08 stated net of insurance reimbursements? If not, why not? 

b If the answer to part (a) is negative, and the Company did receive insurance 
reimbursements, provide the actual expenses net of insurance reimbursements 
and recalculate the storm damage expense normalization adjustment on this 
basis. 

A-26 a. There were no insurance reimbursements relating to the LG&E storms during 
those years. 

b. Not applicable 





LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 27 

Responding Witness: Shannon L. Charnas I John d. Spanos 

A-27. Please refer to the attachment to LGE AG-1-8. Please provide the derivation 
(including all parameters) and source of each depreciation rate shown on that 
attachment that was not specifically shown on pages 111-4 through 111-12 of Mr. 
Spanos’s LGE depreciation study, Provide all calculations in Excel format with 
all formulae intact. 

A-27. The following plant accounts are depreciated but were not specifically included in 
the depreciation study. They are included in “Accounts Not Studied” shown on 
pages 111-4 through 111-12 of Mr. Spanos’s LG&E depreciation study: 

303.00 Miscellaneous Intangible Plant-Software 20% 
392.10 Transportation Equiprnent-Cars and Trucks 
396.10 Power Operated Equipment-Hourly Rated 

20% 
20% 

The detail relating to these classes of assets has not been historically tracked for 
depreciation study purposes. The Company’s policy on these assets is to use a 
five year life or 20% depreciation rate. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

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

Response to Supplemental Requests for Information of the Attorney General 
Dated September 24,2008 

Question No. 28 

Responding Witness: William Steven Seelye 

Q-28. Follow-~p 10 AG-1-106: 

(a) Please reconcile the following as provided in the response to Q-106, which 
Ieferences LG&E response to PSC-2, Question 48, and the figures shown in 
Seelye Exhibit 25: 

- File: B P  Calculation 
On & Off Peak Hours 

Seelye - File: BIP Calculation Page 11 of 1 1  
Exhibit 25 Per PSC-2, Question 48 Per PSC-2, Question 48 

Winter Peak 
Period Hours 946 946 2,464 

Summer Peak 
Period Hours 2,464 2,464 946 

(h) Please provide the precise references, calculations and explanations based on 
the cost of service study in the LG&E response to PSC-2, Question 48, or 
elsewhere, that shows the specific steps and procedures to determine the Base, 
Intermediate, and Peak percentages of electric Production plant implicit in 
Seelye Exhibit 26 (below in column (a)) based on using the period costs 
percentages from Seelye Exhibit 25 (below in column (h)): 

(a) (b) 
33.5 8% Non-Time Differentiated Cost 33.89% Base 

Intermediate 39.97% Winter Peak Period Costs 15.32% 
Peak 26.45% Summer Peak Period Costs 50.78% 

A-28. (a) The hours in the file “BIP Calculation On & Off Peak Hours” per PSC-2 
Question No. 48, reflect the correct hours. 

(b) The procedures and steps used to perform the BIP calculation are: (i) enter the 
minimum system demand for the combined KU and LG&E systems; (ii) enter 
the winter system peak demand for the combined KU and LG&E systems; (iii) 
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enteI the summer system peak demand for the combined KIJ and LG&E 
systems; (iv) enter the winter peak period hours from the file “BIP Calculation 
On & Off Peak Hours”; (v) enter the summer peak period hours from the file 
“BIP Calculation On & Off Peak Hours’’; and (vi) perform calculations shown 
on Seelye Exhibit 25. 
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Dated September 24,2008 

Question No. 29 

Responding Witness: William Steven Seelye 

Q-29 Follow-up to AG 1-108: The response to Question No. 108 only refers to pages in 
Seelye Exhibit 26 and Seelye Exhibit 27, which lists the names and values of 
functional vectors and allocation vectors Please provide the requested “detailed 
explanation or definition” of each of the vectors as stated in Question No 108 

A-29. See response to Question Nos. 58 and 60 of the Supplemental Response to the 
Second Date Request of Commission Staff Dated August 27, 2008. 
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Question No. 30 

Responding Witness: William Steven Seelye 

4-30 Follow-up to AG 1-139: Please reconcile the response to Question No 139 that 
for classification purposes “Mr. Seelye did not combine all distribution 
conductors” with Mr Seelye’s zero-intercept analysis of overhead conductors 
presented in Seelye Exhibit 28 

A-30 Seelye Exhibit 28 shows the zero-intercept analysis for Account 365 - Overhead 
Conductor, and Seelye Exhibit 29 show the zero-intercept analysis for 
underground conductor Overhead and underground conductors are shown 
separately and are not combined in these two analyses 


