


Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-0 1-026 

REQUEST: 

Please coiifirin that this Coininissioii has iiever before accepted the use of a weather-iioi-iiialized 
period in a gas rate case of20 years. If you do not agree, provide the Order. 

RESPONSE: 

The Coininissioii has never before accepted the use of a 20-year weather nol-malizatioii 
methodology in a Duke Eiiergy Kentucky, Iiic., gas rate case. 

PERSON RESPONSIBLE: Timothy A. Phillips 





Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-027 

REQUEST: 

As explained oil page 14 of Mr. Phillips’ testimony, tlie operating reveiiues in this case are based 
on a 10-year weather noiiiial of 3,604 HDDs, using a base temperature of 59 degree Fahreiilieit. 
This has resulted in pro foiina iioiinalized Current Revenues L,ess Gas Cost Revenue of 
$45,741,980, as shown on Schedule M-2.2, page 1 of 7. In this regard, please provide the 
following infonnation: 

a. A revised Schedule M-2.2, page 1 of 7 showing tlie Current Revenues Less Gas Cost 
Revenue dollar amount based on tlie same 1 0-year weather nonnalizatioii approach except 
using a base temperature of 65 degree Falirenheit rather than 59 degree Fahrenheit. 

b. Provide the 10-year weather iiomial HDD level using a base temperature of 65 degree 
Falirenheit as compared to tlie 10-year weather iioiinal of 3,604 HDDS using a base 
temperature of 59 degree Fahrenheit. 

c. A revised Schedule M-2.2, page 1 of 7 sliowiiig tlie Current Revenues Less Gas Cost 
Revenue dollar ainouiit based on tlie use of a 25-year (1984 through 2008) weather 
nonnalizatioii using a base temperature of 6s degree Fahrenheit. 

d. A revised Schedule M-2.2, page 1 of 7 showing tlie Current Revenues Less Gas Cost 
Revenue dollar amount based on the use of a 30-year (1979 through 2008) weather 
iioriiializatioii using a base temperature of 65 degree Fahrenheit. 

RESPONSE: 

a. Please see Attachinelit AG-DR-OI-O27(a). 

b. 4574 

c. Please see Attachment AG-DR-Ol-O27(c). 

d. Please see Attachment AG-DR-O1-.027(d). 

PERSON RESPONSIBLE: Timothy A. Phillips 
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Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-028 

REQUEST: 

On page 27, line 1 I of liis testimony, Mr. Parsons states that the test year includes $338,344 of 
uiicollectible expense. From tlie data shown on WPD-2.1 Sa, provide calculations showing tlie 
derivatioii of the test year expense aiiiomit of $338,344. 

RESPONSE: 

The $338,344 is the sum of tlie ainouiits 011 line 6 of WPD-2.1 Sa that represent the brealtdowii of 
tlie coinponents of tlie aiiiiualized uncollectible expense. 

Description Ainouiit 
Charge- o ffs $ 1,132,779 
Collection Costs 61,969 
Late Payillelit Cliarges 1856,404) 
Aiiiiualized Uiicollectible Expense $ 338,344 

PERSON RESPONSIBLE: Robei-t M. Parsoiis 







Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-029 

REQUEST: 

Please provide the Coiiipany7 s actual gas uiicollectible expenses booked in account 904 aiid tlie 
percentage ratio to gas revenues subject to uiicollectibles in eacli of tlie years 2004 through 2008, 
for the base period and tlie Forecasted Period. 

RESPONSE : 

2 004 
2005 
2006 
2007 
2008 

Base Period 
Forecasted Period 

Actual 
Billed Gas IJricollectible 
Revenues Expense (a) 

$120,662,133 $1,173,953 
$144,321,114 $ 872,376 
$1 38,846,783 $1,403,518 
$ 139,367,280 $1,480,607 
$ 1 50,940,900 $1,196,497 
$127,913,065 $1,279,385 
$123,774,595 $1,403,255 

YO Ratio 

0.9 7 3 Yo 
0.604% 
1.01 1% 
1.062% 
0.793% 
1 .OOO% 
I .  134% 

PERSON RESPONSIBLE: Robert M. Parsons 





nuke nergy Kentucky, Inc. 

Descriptioii 2006 2007 2008 
I(pSC Maiiitenance Fees $233,9 15 $224,039 $2 10, 1 8 1 
Amoi-tization of AMRP 32,040 32,040 32,040 

AG-DR-01-030 

Forecaste< 
Period 
S246,8<4 --.- 

Case Nuinber 

32,040 

REQIJEST: 

Wit11 regard to Regulatory Coiiiiriissioli Expeiises, p l e a s e  provide a breakout  of Forecasted 
Period account 928 expenses of $590,384 by 1-egulatoi-y activity aiid case llulllber. Ill addition, 
provide a siinilar account 928 expeiise breakout for t h e  years 2006, 2007 al2d 2008 

St-Ltdy Costs 
Amortization of Merger 
Transaction Costs 

RESPONSE: 

- 
-0- 325,864 290,187 290,184 Case No. 2005-00228 

- 
r -  ,.-, J r  m a  " r .  1 r _ -  

Amortization of Rate 
Case No. 200500042 
Other Miscellaneous 
Total Account 928 

-0- Case NO. ~ o c . ,  w w V 7 L  
6S,UU4 (35,UULf 3 I , 4 3 Y  

23,361 -0.- -0- 2l-T&T&------- 
$354,320 $646,947 $583,867 $ S 9 W 4  

PERSON RESPONSIBLE: Steplien R. L,ee 





Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-0 1-03 1 

REQUEST: 

Please provide a copy of the relevant Coinmission Order page allowing the Cornpaiiy to amortize 
the AMRP study costs of $320,428 over 10 years. 

RESPONSE: 

See Attachment AG-DR-01-03 1. These pages are from the Commission’s Order in Case No. 
200 1 -00092. 

PERSON RESPONSIBLE: Robert M. Parsons 



Case No. 2009-00202 
Attachment AG-DR-01-031 
Page 1 of 2 

! 

determine if the expense is specifically for electric or gas operations, before being 

treated as a common item and allocated to both operations. The Commission advises 

i 

ULH&P and Cinergy to review their allocation processes and undertake any corrective 

action that will minimize the occurrence of similar allocation problems in the future. 

Rate Case Amortization 

ULH&P proposes to increase test-period expenses by $165,000 to reflect the 

amortization of its estimated rate case expense of $495,000 over a 3-year period.84 The 

AG proposes to increase expenses by $48,896, which reflects different amortization 

periods for specific expenses that comprise his total allowable rate case expense of 

$263,525.85 The AG proposes to amortize 50 percent of the expense associated with 

ULH&P’s AMRP study over 10 years. While the AG strongly opposes the AMRP Rider 

proposal and believes that stockholders would be the primary beneficiaries of the AMRP 

Rider, the AG is willing to allow a portion of the study expenses associated with the 

determination of the most appropriate line replacement program to be recovered 

through rates. The AG proposes to amortize the expense of the depreciation study over 

5 years, contending this is an appropriate amortization period. Lastly, the AG proposes 

that the remaining rate case expenses be amortized over 3 years, consistent with the 

Commission’s previous decisions concerning the amortization of rate case expenses.86 

84 Application Schedule F-6. 

85 The AG’s total is based on actual rate case expenses incurred through July 31 , 
2001. See Henkes Direct Testimony, Schedule RJH-I 1. 

86 - Id. at 36-37. 

-37- 

i 



Case No. 2009-00202 
Attachment AG-DR-01-031 
Page 2 of 2 

the period the actual line replacement program should be in place. However, the 

Commission does not agree with the AG’s proposal to disallow 50 percent of the study 

expenses. We find it reasonable to allow ULHW to recover the total actual expense of 

the study from ratepayers, based on the expense reported through October 2001. 

The Commission agrees with ULH&P that the expense of the depreciation study 

and the remaining rate case expenses should be amortized over a 3-year period. We 

believe a 3-year amortization period for the depreciation study is reasonable in this 

case, given the impact the line replacement program could have on future depreciation 

analysis and the timing of ULH&P‘s next rate case, which is discussed later in this 

Order. Therefore, the Commission will include rate case amortization expenses of 

$75,933 for rate-making purposes.89 

- Overtime Expense 

During discovery, ULH&P was asked whether it agreed that in order to determine 

a reasonable, ongoing level of overtime costs for rate-making purposes, one approach 

would be to base the ongoing level on the mathematical average of the test year and 4 

previous calendar years of overtime expense. ULH&P agreed that such an approach 

would be reasonabfe for rate-making purposes.g0 The AG proposes an adjustment to 

overtime expense, using a historic average ratio approach. The ratio reflects the actual 

89 The actual expense of the AMRP study through October 2001 is $320,428; a 
IO-year amortization of that amount results in an annual amortization expense of 
$32,043. The depreciation study expenses and remaining rate case expenses total 
$131,670; a 3-year amortization of these expenses results in an annual amortization 
expense of $43,890. The sum of $32,O& -and $43,890 is $75,933. 

ULH&P’s Response to the Commission Staffs Second Data Request dated 
July 10, 2001, Itern 47(c). 

-39- 





Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-032 

RE Q IJ E S T : 

Please provide any changes tliat affect the Forecasted Period revenue requirement that should be 
made to the filing results based on infoilnation that has become available since the preparation of 
the filing. 

RESPONSE: 

No changes have occurred since the time of the filing tliat would impact the Forecast Period 
revenue requirement. 

PERSON RESPONSIBLE: Robei-t M. Parsons 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

Contract Services 

Contract Services NL,BR 

Baseload Contract Labor 

AG-DR-01-033 

. Miscellaneous services provided tliat bring expertise beyond 
the capability or availability of Dulte Energy Kentucky 
employees. 
Specific iion-labor Contract Services (ie: IT Hardware, IT 
Maiiiteiiance) 
Routine work that is on-going in nature 

workforce 
Routine work that was bid by contractors 
Typically specified by position descriptions 

. 

. . Contract employees typically integrated into existing 

. 
m 

REQUEST: 

With regard to tlie professional service expenses of $1,9O4,1 39 shown on WPF-Sb, please 
provide tlie following infoimation: 

a. Provide the actual outside services expenses for each of tlie years 2006, 2007 and 2008, in 
total and as broken out in tlie same format and detail as per WPF-513. 

'0. Explain tlie nature and purpose of tlie expense aiiiouiits of $1,072,410 for Contract Services; 
$1 17,296 for Contract Services NL,BR; and $495,456 for Baseload Contract Labor. 

RESPONSE: 

a. See Attacliment AG-DR-01-033a. 

1). The nature arid purpose of each item is described as follows: 

PERSON RESPONSIBLE: Brenda R. Meleiidez/Stephen R. Lee 
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Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-034 

REQUEST: 

Please provide inore legible copies of Attaclniients JRA-2 and JRA-3. 

RESPONSE: 

See Attachment AG-DR-0 1-034. 

PERSON RESPONSIBLE: Jay R. Alvaro 
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Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-035 

REQUEST: 

With regard to tlie test period iiiceiitive coinpelisation expenses of $1,067,82 1 shown on WPD- 
2.26~4 please provide the following information: 

a. Does tlie expense amount of $1,068,82 1 oiily include iiiceiitive compensation for DE-Icy’s 
employees or does it also include iiiceiitive coinpelisation allocated to DE-Ky’s from Duke 
Eiiergy Business Services (DEBS)? 

b. If tlie former, provide tlie incentive compelisation allocate to DE-Icy from DEBS in the 
Forecasted Period, in total and tjroken out as per WPD-2.26a. 

RESPONSE: 

a. The $1,067,82 1 iiicludes incentive coinpelisation for both Dulte Energy Iceiitucky employees 
and DEBS employees allocated to Dulte Eiiergy Kentucky. 

b. See table below for iiicentive compensation in total and brolteii out per WPD-2.26a. 

Plan Description Total DEI< DEBS 

STI - Noli Leadership $429,003 $6 0,9 6 7 $365,036 
STI - L,eadership 189,162 -0- 189,162 
IJEIP 123,598 55,487 38,111 
Executive LTI 326,058 -0- 326,055 
Total $1,067,82 1 $146,454 $92 1,367 

PERSON RESPONSIBLE: Jay R. Alvaro / Robert M. Parsons 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-036 

REQUEST: 

In tlie same foiinat and detail as the response to AG-1-208 in the piior case, please provide a 
listing and description of all employee benefits offered to DE-Icy and DEBS employees in tlie 
Forecasted Test Period. 

RESPONSE: 

Duke Energy provides all employees with tlie followiiig benefits: 

Medical Plan 
Dental Plan 
Life imurance 
Long-Teiiii Disability Plan 
Pension Plan 
Non-qualified PeiisionExcess Plan (only applicable if reach IRS income cap) - Executive Cash 
Balance P h i  
401 (k) Savings Plan 
Flexible Spencling Accounts (no expense incurred by the Company) 
Short-Teiin Disability 
Relocation Assistance 
Discount Vision Program 
Adoption Assistance Prograin 
Service and Retirement Awards 
Education Assistance Program 
Vacation / Personal Days 
Paid holidays 
Bereavement L,eave 
Welhiess Progain 

Certain top manageinent receive the following additional benefits: 

Finaiicial Planning Services 
Executive LTD (additional 16 24%) 
In addition certain top inanageinelit executives receive these benefits, subject to Board approval: 



401 (k) Excess Plaii 
Executive Saviiigs Plan (ESP) 
Noii-qualified Defei-red Coinpeiisatioii Plan 

PERSON RESPONSIBLE: Jay R. Alvaro 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-037 

REQUEST: 

Scliediile (2-2.1 shows Account 926 Employee Pension and Benefit expenses of $2,219,688 for 
the base period and $1,243,304 for tlie Forecasted Period. In this regard, please provide tlie 
following information: 

a. 

b. 

C .  

d. 

Detailed component breakout of these two dollar amounts and an explanation as to why tlie 
Forecasted Period expenses are so ~nuch  lower than tlie base period expenses. 

Actual Account 926 Employee Pension and Benefit expenses, in total aiid brolteii out by 
expense component, for each of the years 2006, 2007 and 2008. I n  addition, provide 
explanations for inajor expense changes fi-om 2007 over 2006, 2008 over 2007 and the base 
period over 2008. 

Provide a recoiiciliatioii between tlie Forecasted Period expenses of 9; 1,243,304 as compared 
to tlie Forecasted Period expenses of $1,8 10,173 oil Schedule G- 1 . In  aclditioii, provide a 
component breakout of the expense amount of $1,8 10,173. 

Provide a reconciliation between the Forecasted Period expenses of $1,243,304 on Schedule 
C-2.1 and tlie Forecasted Period expenses of $1,8 10,173 on Schedule G- 1 as compared to the 
Forecasted Period Fringe Benefit O&M expenses of $878,101 in the response to PSC- 1-4 1 ,  
page 2 of2.  

RESPONSE: 

a. See Attachinelit AG-DR-Ol-O37(a). 

b. See Attachment AG-DR-01-037(b). 

c. The forecasted benefits in Schedule C-2.1 were developed on a line by line expense basis 
taltiiig cost trends into account. By contrast, tlie forecasted benefits in Schedule G- 1 were 
developed by taltiiig forecasted labor of $7,735,'785 and assuming that the actual benefit costs 
equate to tlie current labor loading rate of 23.4% for Kentucky employees. 



Description 

Pension (includes OPEB &. FAS 1 12) 

Employee Savings Plan 

Medical 

Otlies 

Total Benefits 

L.abor 

Loading Rate 

Sch. c-2.1 

449,810 

181,149 

592,808 

19,537 

1,243,304 

Sch. G-1 

625,825 

263,790 

884,200 

36,358 

1,810,173 

7,735,785 

23.40% 

d. Forecasted expenses 011 PSC 1-41 were based on curl-ent and budgeted expenses for tlie base 
period with an expected 3% increase in  labor for tlie forecasted period. This forecast was also 
based solely on Duke Eiiergy Itentucky labor with tlie assumption that of that labor 32.2% 
wouIc1 be allocated to gas operations. The forecasted expenses in both Scliedule C-1 and 
Scliedule G-1 also took into account benefits from eiiiployees outside of tlie Duke Energy 
Keiitucky payroll company but with labor charging into Itentuclcy gas operations into FERC 
account 0924. 

Descrip tioit 

Pension (includes OPEB & FAS 1 12) 

Employee Savings Plan 

Medical (includes dental) 

Other 

Total Benefits 

SCB. c-2.1 

4493  I O  

181,149 

5 92,8 0 8 

19,537 

1,243,304 

-- Sch. G-1 

625,825 

263,790 

884,200 

36,358 

1,s 10,173 

PSC 1-41 

352,997 

116,787 

.3 8 2,s.s 2 

25,465 

878,101 

PERSON RESPONSIBLE: David L. Doss, Jr. 



Kentucky Gas FERC 0926 

Pension 
Employee Savings Plan 
OPEB 
Retiree Medical 
Retiree Dental 
Retiree Life 
Medical 
MSA/DCSA 
Dental 
Long Term Disability 
FAS 112 
Safety Awards 
Other Work / Family Benefits 

Base Period 
488,331 
304,097 
133,181 

2,220 

1,132,041 
2,220 

46,613 
15,538 
64,371 
11,098 
6,659 

Basic Life 13,318 

Forecasted 
Period 

263,829 
181,149 
11 1,773 

1,741 
497 
995 

554,887 
1,243 

37,921 
13,552 
54,208 

9,698 
3,481 
8,330 

Case No. 2009-00202 
Attach me nt AG- DR-0 1-037( a) 

Page 1 of  1 

Variance 
(224,502) 2 
(122,948) 3 

(21,408) 
(479) 
497 
995 

(577,154) 1 

(977) 
(8,692) 
(1,986) 

(1,400) 
(3,178) 
(4,988) 

(10,163) 

Total Benefits 2,219,687 1,243,304 (976,383) 

1. Active medical costs were higher during the base year due to a true- 
up entry made in the 4th quarter of 2008 to adjust for an underfunded 
status in the VEBA trust account. 

2. Forecast based on actuarially determined 2009 pension expenses 
which are lower than base period. 

3. Base period reflects entry in first quarter 2009 for 401(1<) incentive 
payout company match. 



Kentucky Gas FERC 0926 

Pension 
Employee Savings Plan 
OPEB 
Retiree Medical 
Retiree Dental 
Retiree Life 
Medical 
MSAIDCSA 
Dental 
Long & Short Term Disability 
FAS 112 
Safety Awards 
Other Work I Family Benefits 
Tuition Reimbursement 
Basic Life 
AD&D 

2006 
1,357,551 

228,568 
554,998 

910,911 

64,804 
13,788 
87,894 

1,471 
3,633 

23,921 

2007 
940,390 
208,750 
622,685 

1,010,717 

47,647 
8,335 

184,820 
6,260 

2,961 
13,673 

Case No. 2009-00202 
Attachment AG-D R-0 1-037 (b) 

Page 1 of 1 

2008 Base Period 
526,782 488,331 
299,035 304,097 
124,875 133,181 

1,687 2,220 
SO6 
983 

925,921 1,132,041 
2,466 2,220 

37,673 46,613 
18,986 15,538 

141,052 64,371 
7,528 11,098 

577 6,659 
2,104 

10,255 13,318 
528 

Total Benefits 3,247,538 3,046,239 2,100,960 2,219,687 

Variance of $(20l)k from 2006 to 2007 primarily due to  a decrease in actuarially determined pension 
expenses partially offset by increases in active medical expenses and actuarially determined other post 
employment benefits. 

Variance of $(945)k from 2007 to 2008 primarily due to a decrease in actuarially determined other post 
employment benefits and pension expenses, and decreases in active medical expenses. 

Variance of $1191~ from 2008 to  the base period primarily due to an increase in active medical expenses 
partially offset by decreases in actuarially determined pension and FAS 112  benefits. 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-0 1-038 

REQIJEST: 

With regard to the Company’s Suppleinental Executive Retirement Plan (SERP), please provide 
the following infonnatioii: 

a. 

b. 

c. 

d. 

Detailed description of the nature and purpose of the plan. 

Description of the workings of this plan (e.g., are tlie plan awards a function of tlie 
achievement of fiiiaiicial goals and parameters, and if so, list these goals and parameters). 

Listing of the recipients (titles only) of tlie benefits awarded under the plaii during the 
Forecasted Period. 

SERP expeiises included in tlie Forecasted Period O&M expenses. These SERP expenses 
should be provided in total and broken out between DE-Icy’s “direct” SERP expenses and the 
SERP expenses allocated from DEBS and/or other affiliates to DE-IC y. 

RESPONSE: 

The Suppleiiieiital Executive Retirement Plan (SERP) is no longer an active plan at Duke 
Energy. 

Duke Energy executives are now eligible to participate in an Excess Pension Plan. This plan 
follows one or both of the followiiig program formulas: (i) a Traditional Program and (ii) the 
Dulte Account Fonnula (which, in  2007, replaced the Balanced and Investor Program). The 
Traditioiial Program formula is based on service and filial average inoiithly pay. The Duke 
Account Formula (and the pilor Balanced and Iiivestor Programs) are “cash balance account” 
formulas. 

The Excess Pension Plan, which is a noncontributory, defined benefit retirement plan that is iiot 
intended to satisfy the requireinents for qualificatioii under Section 40 1 (a) of tlie Iiiteriial 
Revenue Code of 1986. Benefits earned under the Excess Pension Plan are attributable to: (i) 
compensation in excess of the aiiiiual compensation limit ($245,000 for 2009) under the Inteiiial 
Revenue Code of 1986 that applies to the determination of pay credits under the qualified 
pension plan , (ii) restoration of benefits in excess of a defined benefit plan maximum annual 



benefit limit ($195,000 for 2009) under the Iriteriial Revenue Code of 1986 that applies to the 
qualified pension plan, and (iii) supplemental benefits granted to certain participants. Generally, 
benefits vest upon completion of tliree years of service, and, with certain exceptions, vested 
benefits geiieraIly become payable upon tei-niinatiori of employiiieiit with Duke Energy. 

Asc Geii Coiisl &, Ast Secy 
Asc Geii Couiisel & Miig Attorney 
(7) 

For reference purposes, the list below includes active Duke Energy Coi-porate-wide employees 
(listed By 2009 title) who cui-rently participate in the Excess Pension Plan. Duke Energy 
IGxituclty is allocated a pi-oportioiial sliare of the total plan expense. This list is subject to cliaiige 
for the forecasted period of February 201 0 - Jati~iary 201 1 .  

SVP Regulated Fleet Operations 

SVP Retail Customer Svcs 

Coal Origination Dir 
Cow Medical Dii- 

I Associate Geiieral Couiisel (1 6) I SVP Smai-t Grid and Cust Svs I 
SVP Strategy & Planning 
SVP Tax 

~~ ~ 

Dir Coal Tramp & Logistics 
Dir Fiiiaiicial Trading 
Dir Geii Dispatch & Opers (2) 
Dir IT Vendor Mgiiit Office 
Dir Medical 
Dir Origination 

SVP&Chief Sustainability Offr 
SVP, Rates & Regulatory Acctg 
SVP,Comer Policy&Sti-tgc Iiitvs 
S VP SuppCliaiii&,C,fl"rocureinen t 0 ffr 
VP - Federal Regulatory Policy 
VP - Human Resoiirces 

1 DEI VP Mrws AcclustnsGovAffi-s 1 SVP Treasurer & CfRislc Offi- I 

r Dir PIiy Power Trading 

I Dir Asset Mmit I SVP Whse Cust & RetrCoindtsMmnt 1 

VP & Chief TechnoIony Officer 
Dir Regulatory Strategy 
Dir Wholesale Actg 
Dir, DEI Risk Mgnit & Credit 
Dir, Portfolio Managinelit 
Dir, State Reg Affairs-SC 

VP & Proj Dir EAM 
VP Analytical&Investreiit Eiigg 
VP Asset Maiiageiiieiit 
VP Bulk Power Marketing 
VP Business Origiiiation 

DirCorp AccouiitingResearcli 
Fed Energy Policy Dir-Wash DC 
Geii Mgr Federal Tax 
Geiieral Manager - Projects ( 3 )  
GM Cash Mgriit & Ast Treasurer 
GM Central Operations 
GM Corp Fin Pliig & Analysis 
GM Coi-p Finance & AstTreasurer 

VP Call Center Operations 
VP Cential Operations 
VP Cliffside Modern Project 
VP Compliance 8L Integration 
VP Customer Management 
VP Deal Stru Anal & Coiit Coiiip 
VP Eiigg & Opers 
VP Eiivir Health & Safetv 

VP Field Operations-Carolinas GM DE&VP US FE&G 
FrcstgkBdgtg 

GM Corporate Accounting 
GM Customer Service Svsteins 

VP FE&G Business Support 
VP Fed Policv & Govmt Affairs 



I GM DE.VP Rates-Carolinas 1 VP Field Ouerations-Midwest I 

GM Duke Energy, VP DEI Acctg 
GM Eiiteiyrise Protective Svcs 
GM Fin Coiisolidation&,Coiitrols 
GM Fin PO & Fin IT Support 
GM Gas Field & Systs Ops 
GM Global Risk Mgmt&Insurance 
GM I11 - Reg Fossil Stations 
GM Long Teiin Invest & Ast Trea 
GM Perfoiiiiaiice Support-PD 
GM Reporting & Analysis 
GM Sinai? Grid Imp Stra & Pliig 
GM Substation Opers & Maitit 

1 GM Distribution Design I VP Fleet Services I 
VP Geii Opers Noli-Regulated 
VP Generation Engineering 
VP Generation Equipment Svcs 
VP GvnintAEfi-s&Foundation Rels 
VP HR Operations 
VP Huinan Resources-FE&G 
VP IT Operations 
VP IT Operations Applications 
VP Large BUS Custoiners 
VP L,egal &, Ast Corp Secretary 
VP L,egaI,Secur&FinRptg&AstSecy 
VP Legal-Commercial Bus Unit 

GM Supply Chain (2) 
GM Systems Operations 
GM, Fiiiaiicial Plan &, Analysis 

VP Marketing & Bus Dvliiipt 
VP Mktg & Energy Efficiency 
VP Operations 

I GM, Gas Commercial Operations 1 VP Perforiiiaiice Support I 
Grp Exec & CFO 
Gru Exec&Chief Generation Offi- 

VP Planning & Integration 
VP Portfolio Risk Mmnt 

Gi~pExec&Pres-Comiiier 
Businesses VP Power Delivery Eiigg 

GiyExec,Cliiefl,egalOffr&Coi~~Sec 
Managing Dir HR Client Svcs 
Managing Dii- M&A 

I Gi-pExec, Pres & COO ofUS FEG I VP Reg~ilated CC/CT Ops I 
VP Regulated Fossil Fleet 
VP Regulated Fossil New Geii 
VP Regulated Fossil Station (2) 

Mgiig Dir Business Dvlpiiit 
Mgiig Dir Cust Market Analytics 
Mgng Dir Div 1 x 1  & WkfrcStrat 
Mgiig Dir Emp Rels & Risk Aria 

Dir 1 VP Wholesale Manageinelit ExecComu&Ben&Coiiil?u 

VP Regulated Fuels 
VP Sales &. Marketing 
VP Systems Ops 
VP Total Rewards 

Mgiig Dir Health & Insurance 
Mgiig Dir, IRP & Bus Aiialytics 
Miig Dir Cust Sales & Delivery 
Miig Dir Environiiiental 

VP, Busiiiess Developineiit 
VP, Coiiimty Re1 & Ecoii Dvliiipt 
VP, EH&S Policy 
VP, Employee & Labor Relations 

I Portfolio Risk Dir I GM Project Accounting I 

Miig Dir IT Client&SecuritySvcs 
Miig Director Nuclear IT 
Portfolio Optimization Mm 

VP, Office of N~icleai. Dvliiipt (2) 
VPAudi tSvcs&CfEtliicsCotnplOf~ 
VP-Mergers & Acquisitions 

Power Origination Dir 
Power Trader (3) 

SVP Ohio and Kentucky Gas Oper 
SVP & Chief HR Officer 



Pres Duke Net Coiiiinunications 1 VP Generation Maiiitenance Svcs 

Pres-Duke Energy Intei-national 
Pres-Duke Energy 
Olii o &I< en tuck y 
President- Duke Energy Indiana 
President. DE Geiieratioii Svcs 

Pres. Office Of Nuclear Dev I SVP Corniiiercial Asset Mmit 
SVP Fin Program Office&Fin IT 
GM DE & VP US FE&G 
Accounting 
Mng Dir Compliance 
SVP EHS & Pres Duke Foundation 

Special Assignment ER/L,R 
Special Assigiiment PMO 
Sr Director, Audit 
Sr Project Director (2) 
Sr. Originator 
SVP & Chief Communication Offr 

GM Proj &International Finance 
SVP Business Development-DEGS 
VP Edwardspoi-t IGCC Project 
VP Real Estate Services 
VP Smart E,iiergy Systems 
Sr Director Audit-IT 

SVP & Chief Information Officr 1 GM Travel & Sumort Svcs 

SVP Legal, Franchised Elec&Gas 
SVP Power Deliverv 

SVP Coiist & Maior Projects I SVP & Controller 

General Manager - Projects 

SVP E n m  &, Tech Services I Dir Fin PO & Fin IT 
SVP Eiiterurise Ouers Services 1 VP. Commercial Aiialvtics 

See Attachment AG-DR-01-03Sd for details on tion-qualified pension expense. 

PERSON RESPONSIBLE: Jay R. Alvaro / David L,. Doss, Jr. 
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Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-039 

REQUEST: 

With regard to tlie Compaiiy’s 40 1 (k) Excess Plan, please provide tlie following information: 

a. Detailed description of tlie nature aiid purpose of tlie plan. 

b. Desciiptioii of the workings of this plan (e.g., are tlie plan awards a function of tlie 
achievement of. financial goals and parameters, and if so, list these goals and parameters). 

c. Listing of tlie recipients (titles only) of the benefits awarded tinder tlie plan during tlie 
Forecasted Period. 

d. Excess Plan expenses included in  tlie Forecasted Period O&,M expenses. These expenses 
sliould be provided in total and brolteii out between DE-Icy’s “direct” expenses and tlie 
Excess Plan expenses allocated from DEBS and/or other affiliates to DE-Icy. 

RESPONSE: 

Effective on December 3 1 , 2007, tlie Cincrgy Coi-p. 401 (k) Excess Plan and tlie Ciiiergy Corp. 
Noiiqualified Deferred Iiiceiitive Compensation Plan (collectively, the “Legacy Ciiiergy 
Nonqualified Defei-red Compensation Plans”) were inergecl into tlie Dulte Eiiergy Corporation 
Executive Savings Plan. Pi-ior to this date, (i) under tlie terms of tlie Ciiiergy Corp. 401(k) Excess 
Plan, participants could elect to defer a portion of tlieir base salary aiid receive a company 
matching contribution in excess of tlie contribution liiiiits prescribed by tlie Internal Revenue 
Code of 1986 under tlie Ciiiergy Corp. Non-Union Employees’ 401(k) Plan, and (ii) under tlie 
teims of tlie Ciiiergy Coi-p. Noiiqualified Deferred Iiiceiitive Coiiipeiisatioii Plan, participants 
could defer a portion of tlieir annual bonus. Effective upon tlie plan merger, all benefits 
previously eaiiied under tlie Legacy Ciiiergy Noiiqualified Deferred Compensation Plaiis were 
transfell-ed to and became payable wider the teiiiis of tlie Duke Eiiergy Coiyoration Executive 
Savings Plan. 



Tlie Duke Energy Corporation Executive Savings Plan is offered to a select group of 
management. The plan enables these employees to defer compensation, and receive employer 
matching contributioiis, in excess of the limits of tlie Internal Revenue Code of 1986 that apply 
to qualified retirement plans such as the Duke Energy Retirement Savings Plan. Earnings on 
amounts credited to the Duke Energy Corporation Executive Savings Plan are determined by 
reference to iiivestineiit options that are generally similar to tliose offered under the Duke Energy 
Retireinelit Savings Plan. 

Associate General Counsel (1 1)  
Chief Compliance Officer & VP Audit 
Services 

Coi-p Medical Dir 

Employees are generally eligible to participate in tlie Duke Energy Coiyoratioii Executive 
Savings Plan if their expected annual base pay and target short-term iiiceiitive exceeds tlie IRS 
coinpelisation limit. Participation is reviewed annually. Tlie list below includes iiidividuals 
(listed by 2009 title) who were eligible to participate in tlie Duke Energy Coiyoratioii Executive 
Savings Plan. Duke Energy Kentucky is allocated a proportional share of tlie total plan expense. 
This list is subject to cliange for the forecasted period of Feb 201 0 - January 201 1 .  

SVP Strategy & Planning 

svP Tax 

SVP Wholesale Customers & Regulated 
Coiniiioditv Mmnt 

I Asc Geii Cons1 & Ast Secy I SVP Retail Customer Services I 

DirCorp AccountitigResearcli 
Geii Mgr Federal Tax 
GM Cash Mgmt & Ast Treasurer 
GM Coiy Fiii Pliig & Aiialysis 
GM Corp Finance & AstTreasurer 
GM DE &, VP US FE&G Accounting 
GM DE&VP US FE&G FrcstggBdgtg 
GM DE, VP Noli-Regulated Acctg 

1 Asc Geii Counsel & Miig Attorney (8) 1 SVP Sinai? Grid and Cust Sys I 

SVP, Fiiicl Re-Eiigg & Fin Info 
SVP, Rates & Regulatory Acctg 
SVP,Federal Gov't&Reg Affairs 
Vi ce President Labor R el at i oiis 
VP - Federal Regulatory Policy 
VP - Human Resources 
VP & CliiefTecliiiology Officer 
VP & Proj Dir EAM 

1 GM Deal Structuring & Analysis 
GM Duke Energy, VP DEI Acctg 
GM Fiii Consolidation&Controls 

I Dir Medical I SVP&Cliief Sustainability ~ f f i  I 

VP Asset Management 
VP Bulk Power Marketing 
VP Bus Dvliiiut & Origination _ _ _ ~  

GM Global Risk Mgmt&Insurance 
GM Long Tenn Iiivest & Ast Trea 
GM Supply Chain 
Gru Exec & CFO 

I GM DE.VP Rates-Carolinas I VP & Treasurer I 

VP Bus Re1 and Ecoii Devel 
VP Business Origination 
VP Central Operations 
VP Cliffside Modem Project 

I Gi-pExec & Chief Adinhi Offi I VP Corporate Hurnaii Resources I 



GrpExec & Chief Legal Officer 
Gi-pExec& Chief Nuclear Offr 
GrpExec&,ClifS trat,&Pol&RegOffi 
Gi~Exec&Pres-Coininer Businesses 
GrBExec, Pres & COO of US FEG I VP Fed Policy & Goviiit Affairs 

VP Edwardspoi-t IGCC Project 
VP Energy Efficiency 
VP Eiivir Health & Safety 
VP FE&G Business Support 

Managing Dir M&A (2) 
Mgiig Dir Iiiteg Resource Pliig 
Pres - Office of Nuclear Develoument 
Pres Duke Net Corniiiuiiicatioiis 1 VP Generation Enrcineerintr 

VP Field Operations-Caroliiias 
VP Field Operations-Midwest 
VP Fleet Services 

Pres, Duke Energy Ohio & Kentucky 
Pres-Duke Energy Iiiteimtional 
President- Duke Energy Iiidiaiia 
President, DE Generation Svcs 
Si- Director Audit-IT 
SVP & Chief Coiiiinuiiicatioii Offi- 1 VP Legal-Coiiimei-cial Bus Unit 

VP Generation Equipment Svcs 
VP IT Operations 
VP IT Operations Applications 
VP Legal, Exec Comp & Benefits 
VP L,egal,Secur&FinRptg&AstSecy 

SVP & Chief HR Officer I VP Marketing & Bus Dvlmut 

SVP Business Development.-DEGS 
SVP Coiiiniercial Asset Mrciiit 

SVP & Chief Information Officr I VP Operations 

VP Power Delivery Eiigg 
VP Real Estate Services 

SVP & Chief Procurement Officer I VP Performance ~uu im- t  

SVP Commercial Strategy 
SVP Coiist & Major Projects 
SVP Eiigg & Tech Services 
SVP Eiiteiyrise Field Services 
SVP Eiiteiyrise Opers Services 
SVP Iiiv Relations & Fin1 Pliig 
SVP Legal, Corp Legal Services 
SVP Ohio and Kentucky Gas Oper 

SVP & Controller 1 VP Portfolio Risk Mmnt 

VP Regulated CC/CT Ops 
VP Regulated Fossil Fleet 
VP Regulated Fossil Station 
VP Regulated Fuels 
VP Smart Energy Systems 
VP Special Projects 
VP, Business Development (2) 
VP, Commercial Aiialytics 

SVP Power Delivery I VP, EH&S Policy 
SVP Regulated Fleet Operations 1 VP-Mergers & Acquisitions 

The forecasted period includes $99,019 related to the executive savings plan all of which were 
allocated from DEBS. 

PERSON RESPONSIBLE: Jay R. Alvaro / David L. Doss, Jr. 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-0 1-040 

REQUEST: 

With regard to the Company’s Noli-Qualified Deferred Coiiipeiisatioii Plan, please provide the 
following information: 

a. Detailed description of the nature and purpose of tlie plan. 

b. Descriptioii of tlie workings of this plan (e.g., are tlie plan awards a fuiictioii of tlie 
acliieveineiit of fiiiancial goals and parameters, and if so, list these goals aiid parameters). 

c. L,isting of tlie recipients (titles only) of tlie benefits awarded under the plan during the 
Forecasted Period. 

d. Plan expenses included in tlie Forecasted Period O&M expenses. These expenses should be 
provided in total and brolteii out between DE-Icy’s “direct” expenses aiid tlie Plan expenses 
allocated from DEBS and/or other affiliates to DE-Icy. 

RESPONSE: 

See response to AG-DR-01-39 for parts a, b a d  c. See Attachment AG-DR-01-039d for part d. 

See Attachment AG-DR-0 1 -40d for Frozen Plan expenses related to the Non-Qualified Deferred 
Compensation Plan. 

PERSON RESPONSIBLE: Jay R. Alvaro / David L. Doss, Jr. 
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Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

Gi-p Exec & CFO 
Gi-p Exec&Cliief Geiieratioii Offr 
GrpExec&Pres-Coinmer 
Businesses 

AG-DR-01-041 

SVP Ohio and Kentucky Gas Oper 
SVP Power Delivery 

SVP Regulated Fleet Operations 

REQUEST: 

If the Company provides its top officers witli fiiiaiicial planning services (sucli as tlie assistance 
in tax preparation, fiiiaiicial planning, estate planning, investment planning, etc.), please provide 
the following infomation: 

a. Detailed description of the nature and pui-pose of the plan, including a description of the 
specific fiiiaiicial planning services offered. 

b. Listing of the recipients (titles only) of tlie benefits awarded under this plan during tlie 
Forecasted P el-i od. 

c. Plan expenses included in tlie Forecasted Period O&M expenses. These expenses should be 
provided in total and broken out between DE-Icy’s “direct” plan expenses and tlie plan 
expenses allocated from DEBS and/or otlier affiliates to DE-Icy. 

RESPONSE: 

a. 

b. 

Each year, Duke Energy reiiiiburses members of the Executive Leadership Team for up to 
$S,OOO of expenses incuixd for tax and fiiiaiicial planning services. This program is 
administered on a three-year cycle, sucli that participating executives can be reimbursed for 
up to $1 5,000 of eligible expenses at any time during tlie three-year cycle. Certain legacy 
Ciiiergy employees will not be eligible to receive this beiiefit until 2010, at which time tlie 
luinp sum transition perquisite payinelit described below is no longer payable. 

The list below iiicludes iiidividuals (listed by cull-ent title) wlio will be eligible to receive the 
Financial Planning beiiefit during 201 0, Duke Energy Icentucky is allocated a proportional 
share of total program expenses. This list is subject to cliange based on changes in tlie 
meiiibersliip of tlie Duke Energy Executive Leadership Team. 



I GmExec. Pres & COO of US FEG 1 SVP Retail Customer Svcs I 
CJrpExec,CliieflLegalOf~&Coi~Sec 
Pres - Duke Energy Carolinas 
Pres Duke Net Corniiiuiiicatioiis 
Pres, Office Of Nuclear Dev 
Pres-Duke Energy Inteinational 
Pres-Duke Energy 
Oliio&I<entucky 
President- Duke Energy Iiidiaiia 
President, DE Generation Svcs 
SVP & Chief Coiiiinuiiication Offr 
SVP & Chief HR Officer 
SVP & Chief Iiifoiinatioii Officr 
SVP & Controller 
SVP Coininercial Asset Mgtnt 
SVP Coiist & Major Projects 
SVP EHS & Pres Duke Foundation 

SVP Smart Grid and Cust Sys 
SVP Strategy & Plaiiiiiiig 
SVP Tax 
SVP Treasurer & Cf Risk Offr 
SVP Wise Cust & RegComdtsMgmt 

SVP&Cliief Sustainability Offr 
SVP, Rates & Regulatory Acctg 
SVP,Corner Policy&Strtgc Iiitvs 
SVP,Federal Gov't&Reg Affairs 
SVPSuppCliaiiiRrC fProcureineiit O ffr 
VP & Chief Technology Officer 
VP FE&G Business Support 
VP Legal & Ast Coi-p Secretary 
VP Legal,Secur&FinRptg&AstSecy 
VP Led-Commercial BUS IJiiit 

SVP Eiigg & Tech Services 
SVP Enterprise Opers Services 
SVP Fin Program Office&Fin IT 
SVP Legal, Franchised Elec&Gas 
SVP Midwest Geii Portfolio 
SVP Nuclear Operations 

c. The Forecasted amount for tiiiaiicial planning services to Duke Energy ICentucky is: 

Duke Energy Kentucky Gas $1,17 1 .SO 

This is 100% allocated fiom DEBS. 

VP Mktg & Energy Efficiency 
VP Nuclear PI ant D eve1 opin en t 
VP Nuclear Support 
VPAuditSvcs&CfEtliicsCoiiiplOffi 
VP-Mergers & Acquisitions 

PERSON RESPONSIBLE: Jay R. Alvaro / David L,. Doss, Jr. 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-042 

REQUEST: 

Tlie response to AG-1-208 in the prior case indicates tliat employees above tlie General Manager 
level are recipients of a “Perquisite pool to compensate executives for industry coiiiiiion 
perquisites.” In this regard, please provide the following informatioii: 

a. Provide a detailed description of all perquisites offered out of this “perquisite pool.” 

b. Provide a listing of all employees (titles only) who are the recipients of such perquisites. 

c. Expenses associated with these perquisites tliat are included in tlie Forecasted Period O&M 
expenses. These expenses should be provided in total and broken out between DE-Icy’s 
“direct” perquisite expenses and the perquisite expenses allocated fi-om DEBS a d o r  other 
affiliates to DE-Icy. 

RESPONSE: 

In connection with the merger of Duke Energy and Cinergy, certain perquisites previously 
provided by Cinergy were eliminated and each legacy Cinergy executive who was adversely 
affected by this change, was provided an aiiiiual transition lump sum perquisite payment during 
the three-year period fi-om 2007-2009 contiiigeiit upon coiitiiiued employmeiit during this time. 
This transition perquisite payments will be hilly paid by the end of 2009. 

Direct reports of tlie CEO are participants in the Executive Physicals program which entitles 
them up to a $2,500 reimbursement for the cost of a comprehensive physical examination. 
Pursuant to his employment agreement, in lieu of receiving a payment of up to $2,500, Mr. 
Rogers can be reimbursed for the cost of a comprehensive physical examination at tlie Mayo 
Clinic. 

Tlie list below includes individuals (listed by current title) who will be eligible to participate in 
the Executive Physicals program during 2010. This list is subject to change based on 
organizational changes. 

1 Chainiian. President and CEO 



I Gru Exec & CFO I 
Grp Exec&Chief Generation Offr 
GruExec&Pres-Commer Businesses 
GiyExec, Pres & COO of US FEG 
GivExec.ChiefLegalOffr&CoivSec 
Pres, Office Of Nuclear Dev 
SVP & Chief HR Officer 
SVP&Chief Sustainability Offr 
SVP,Federal Gov't&Reg Affairs 

1 VP & Chief Technology Officer 

The Forecasted ainount for executive physicals to Duke Energy Ketitucky is: 

Duke Energy Kentucky Gas $124.20 

This is 100% allocated from DEBS. 

PERSON RESPONSIBLE: Jay R. Alvaro / David Doss 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-0 1-043 

REQUEST: 

With regard to tlie response to PSC-1-32 (# of employees), please provide tlie following 
infoiiiiatioi i : 

a. Explain wlietlier tliese employees only represent DE-Icy employees or also 
include allocated DEBS employees. 

b. Reconcile tlie actual monthly 2007 employees to the actual inonthly 2007 
employees on Schedule G-2, page 2. In addition, explain tlie increase from 196 in 
November to 283 in December 2007 in PSC-1-32 and tlie similar increase fi-om 
164 to 240 on Scliedule (3-2, page 2. 

c. Reconcile tlie actual monthly 2008 employees to tlie actual monthly 2008 
employees on Schedule (3-2, page 2. In addition, explain why tlie average actual 
employee level of 266 was so much higher than tlie budgeted average employee 
level of 195. 

d. Reconcile the actual monthly base period employees froin October 2008 through 
March 2009 to tlie corresponding actual iiionthly base period employee numbers 
on Schedule (3-2. 

e. Explain tlie increase in budgeted base period employees fi-om 195 iii December 
2008 to 248 in January 2009. 

f. Reconcile tlie actual December 2008 employee level of 245 to tlie actual 
Deceiiiber 2008 DE-Icy employee level of 2.54 referenced on page 3, lines 1-3 of 
Mr. Alvaro’s testinioiiy. 

RESPONSE: 

a. Tlie employee counts represent oiil y Duke Energy Kentucky employees. 

b. The actual monthly 2007 employees provided in response to Staff-DR-01-032 
represents the number of employees employed by Duke Energy Kentucky. Tlie 
monthly employees provided on Schedule (3-2, page 2, iiiadverteiitly included 



only employees that Iiave a Kentucky payroll tax code but may be employed by 
another Duke Energy subsidiary. Tlie large increase in  tlie iiuinber of employees 
is due to the transfer of East Belid Generating Station employees iiito Duke 
Energy Kentucky that occurred ill December 2007. 

c. Tlie actual iiioiitlily 2008 employees provided in response to Staff-DR-0 1-032 
represents tlie number of employees employed by Duke Energy I<entucky. The 
monthly employees provided on Schedule G -2, page 2, iiiadvei-teiitl y included 
only employees that have a Kentucky payroll tax code but may employed by 
another Duke Energy Subsidiary. Tlie large increase in the number of employees 
is due to tlie transfer of East Bend Generating Station employees into Duke 
Energy Kentucky that occurred in December 2007 but was iiot reflected in tlie 
2008 budget. 

d. The actual monthly 2009 employees provided in response to Staff-DR-0 1-032 
represents tlie number of employees employed by Duke Energy Kentucky. Tlie 
monthly employees provided on Schedule G-2, page 2, inadvei-tently iiicluded 
only employees that have a Kentucky payroll tax code but may eiiiployed by 
another Duke Energy subsidiary. 

e. Tlie increase in budgeted base period employees fi-om December 2008 to January 
2009 is primarily due to the fact that the transfer of East Bend Generating Station 
employees into Duke Energy Kentucky that occurred in December 2007 was iiot 
reflected tlie 2008 budget . 

f. Tlie difference is 9 employees classified as temporary or on disability as 
explained on page 3 of Mr. Alvaro’s testimony. 

PERSON RESPONSIBLE: Robert M. Parsons 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

Desci-iption 2006 
DEI< Direct 3,683,472 
Other Allocations 1,529,808 

Allocated froin DEBS 999,23 1 
Allocated from DESS 1,055,065 

AG-DR-01-044 

2007 2008 6-30-09 Base Period 
3,231,113 3,269,686 3,236,985 3,s 16,952 
1,614,571 1,666,700 536,632 ~ 1,468,635 

592,077 -0- -0- -0- 
2,546,614 1,754,698 2,439,856 2,190,512 

RE Q II E S T : 

Schedule G- 1 indicates that the Company's Forecasted Period O&M expenses iiiclude 
$7,735,765 for payroll expenses. In this regard, please provide the following information: 

a. Provide a breakout of this total O&M expense amount betweeii DE-Icy payroll and payroll 
allocated from DEBS. If the DE-Icy O&M expense arnouiit is different fi-om the amount of 
$2,720,597 shown on Schedule G-2, page 1 of 8, explain tlie difference. 

b. Montlily iiuiiiber of DEBS employees underlying the DEBS-allocated payroll to be provided 
in response to part (a). 

c. Provide tlie actual payroll O&M expenses, in total aiid broken out between DE-Icy aiid 
DEBS allocated labor, for the years 2006, 2007, 2008, the actual 12-month period ended 
5/11 /09 aiid for tlie base period. 

RESPONSE: 
a. The amount of payroll directly cliargecl by Duke Energy Kentucky employees was 

$3,842,198 and the aniourit allocated fi-om DEBS einployees was $3,893,567. The directly 
charged amount of $3,842,198 on Schedule (3-1 does not agree with tlie $2,720,597 on 
Schedule G-2 because tlie ainounts provided 011 Schedule (3-2 were calculated iiicoi-rectly. 

b. See response to AG-DR-01-045, item b. The forecasted period labor was based on employee 
levels budgeted for 2009. 

PERSON RESPONSIBLE: Robert M. Parsons 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-045 

REQIJEST: 

With regard to the DEBS employees, please provide the following information: 

a. Actual number of DEBS employees for each month in 2006, 2007, 2008 and 2009 to date as 
compared to the budgeted monthly DEBS employee numbers for these same time periods. In 
addition, provide explanations for any major variances between actual and budgeted results. 

b. Monthly DEBS employee numbers assumed for the base period and Forecasted Period in this 
case. 

c. Monthly number of DEBS employees allocated to DE-Ky in each of the years 2006, 2007, 
2008 and in the base period and Forecasted Period. 

W,SPONSE: 

a. See Attachment AG-DR-01-045. There was a significant increase in the number of 
employees from November to December 2008 because employees in the call center and 
power delivery functions were moved into the service company. 

b. See Attachment AG-DR-01-045. 

c. DEBS employees are not allocated to Duke Energy Kentucky. Labor charged by DEBS 
employees is allocated to Duke Energy Kentucky. 

PERSON RESPONSIBLE: Robert M. Parsons 





Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-046 

REQUEST: 

Please provide a gas-allocated dollar ainouiit listing and descriptio11 of all amortization expenses 
iiicluded in the Forecasted Test Peiiod. For each ainortization item, provide the current 
uiiainoi-tized balance, the ainortizatioii expiration year and indicate whether the ainoi-tizatioii was 
authorized by the PSC. 

RESPONSE: 

See Attachment AG-DR-01-046. 

PERSON RESPONSIBLE: Robert M. Parsoiis 
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Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-047 

REQUEST: 

In tlie same foiinat as the response to AG- 1-2 16 in tlie prior rate case, please provide a detailed 
listing aiid dollar atnouiit breakout of all of the expense coinpoiieiits malting LIP the Forecasted 
Period Account 91 0000 - Miscellaneous Customer Service and Info expenses of $373,459. 

a. Iii addition, if this expense breakout includes advertising, dues and coininunity relatioils 
expenses, then for each of these expense items, provide detailed descriptions and dollar 
breakout of the items inalciiig up these expense items. 

RESPONSE: 

Process Descri pti on 
ADMGEN, ADMNSTR, STAFF 
ADVMISC Misc. Advertising 
CUSTREL Customer Relations 
ECONDEV 
P MGT Project Management 
TRAl N Training 

A & G Administrative 

Plans & Strategies - Econdev 

Total Account 910000 

Amount 
$ 246,231 

803 
14,556 
1,337 

110,332 
200 

$ 373,459 

PERSON RESPONSIBLE: Steplieii R. Lee 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-048 

REQUEST: 

Please provide a detailed listing aiid dollar amount breakout of all of tlie expense coiripoiieiits 
irialtiiig up tlie Forecasted Period Account 908000 - Customer Assistance expenses of $159,070. 

RESPONSE: 

Description Amount 
Labor $150,179 

Other $8,891 

Total Acc,ount 908000 $159,070 

PERSON RESPONSIBLE: Steplien R. L,ee 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-049 

REQUEST: 

Please provide a detailed listing and dollar amount breakout of all of the expense coinpoileiits 
inakiiig up the Forecasted Period Account 930000 - Miscellaneous Geiieral expenses of 
$1 16,979. 

In addition, if this expense breakout includes advei3isiiig and dues expenses, then for each of 
these expense items, provide detailed descriptions and dollar breakout of the items malting up 
tliese expense items. 

RESPONSE: 

Membership fee for American Gas Association 
Association Dues & Fees $34,149 (AGA) 
Contract/Outside Services $59,654 
Gas Delivery Expenses $ 18,62 1 

Employee Expenses $2,945 
Property Iiisuraiice $1,610 

Total Account 930000 $116,979 

PERSON RESPONSIBLE: Stephen R. Lee 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-050 

REQUEST: 

111 the same format as tlie response to AG-1-219 in tlie prior rate case, please provide a detailed 
listing aiid dollar ainouiit breakout of all of tlie expense components inaltiiig up tlie Forecasted 
Period Accouiit 92 I 000 - Office Supplies and Expenses of X I ,3 53,4 I 6 .  

RESPONSE: 

Process 
ADMGEN 
HWCOMPT 
MTCEPRE 
STAFF 
TRA I N 

Description 
A & G Administrative 
Hardware Expense 
Mai nte nance Preventative 
General &Administrative supt 
Training 
Bank Service Fees 
Con tract Services 
Di rect Purchases 
Dues 
Computer SW/HW Maint. & Leases 
Letter of Credit Fees 
Office Supplies & Expenses 
Postage & Freight 
Telephone/Communications 
Employee Travel Expense 
Vehicle & Equip. 

Total Account 921000 

Amount 
$26,401 
$1,884 
$4,563 
$4,238 
$868 

$1,400 
$13,684 
$248,609 
$41,281 
$544,487 
$2,510 

$36,613 
$24,596 
$121,182 
$252,502 
$28.598 

-___. 

$1.353.416 

PERSON RESPONSIBLE: Stephen R. Lee 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-051 

REQIJEST: 

In the exact same foiinat and detail as the response to PSC-3-57 ill the prior case, provide 
detailed brealtouts and dollar amount iiuinbers for the following expense items included in the 
Forecasted Period above-the-line gas O&M expenses: 

a. Association Dues and Fees 

b. Dues paid for Social Clubs 

c. Employee Recognition 

d. Goveriiment Affairs 

e. External Affairs 

f. Lobbying expenses 

g. Miscellaneous Events/Ticltets 

11. Coiyorate Sponsorships 

i I Spousal expenses 

j .  Penalty expenses. 

k . Chari t ab1 e Con t ribut i om 

RESPONSE: 

See table below. 



- Item 

a 

b 

C 

d 

d 

e 

f 

9 

h 

I 

J 

k 

Account Description 

Association Dues and Fees 

Dues Paid for Social Clubs 

Employee Recognition 

Governmental Affairs 

Total Governmental Affairs 

External Affairs 

Lobbying Expenses 

Miscellaneous Events / 
Tickets 

Corporate Sponsorships 

Spousal Expense 

Penalty Expense 

Charitable Contributions 

Account 

880 

920 
92 1 

923 
926 

Test 
Period 

Amount 

34,149 

Employee Recognition Expense 

7,039 Governmental Affairs Expense 

8,402 
12,237 

1,319 
2UBz 

Corporate Sponsorships 

Rate Making Treatment 

Eliminated on Schedule D-2 22 

These expenses are for Governmental 
Affairs activities which include meetings 
With elected officials for information and 

educational purposes, and civic activities 
such as board memberships / meetings 
and should he recovered in rates 

Eliminated on Schedule D-2 22 

PERSON RESPONSIBLE: Stephen R .  Lee 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-0 1-052 

REQUEST: 

With regard to the DEBS-allocated costs charged to DE-Ky gas operations, please provide the 
following information: 

a. Actual DEBS-allocated costs charged to DE-Ky’s O&M expenses in each of the years 2006, 
2007,2008, and the 12-month period ended 5/3 1/09. 

b. Originally budgeted DEBS-allocated costs charged to DE-Ky’s O&M expenses in each of the 
years 2006,2007,2008, and the 12-month period ended 5/31/09. 

c. The DEBS-allocated costs charged to DE-Ky’s O&M expenses included in the base period 
and Forecasted Period. 

RESPONSE: 

See Attachment AG-DR-0 1 -052 for details on actual Service Company costs allocated to Duke 
Energy Kentucky gas operations, and for the Base and Forecasted Period‘. Budget dollars are 
only available for the 12 month period ended 5/3 1/09. 

Budget dollars for Service Company allocations for the legacy DESS Service Company were 
only available during each budget season, but were wiped clean and reloaded at the start of each 
new budget season, therefore details related to allocations were not kept from year to year for 
budget. Only summary level information for Kentucky Operations is available; not the details 
such as allocation information. Budget information is available for the surviving DEBS 
organization, but would not provide a complete view of the budget. 

PERSON RESPONSIBLE: David L. Doss, Jr. 
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Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-053 

REQUEST: 

Please provide the dollar amounts of tlie following i t e m  tliat are included iii tlie DEBS costs 
allocated to DE-Ky’s gas O&M expenses for the Forecasted Period in this case: 

a. Incentive compensation (in total and broken out by incentive compensation program) 

17. Goveniineiit Affairs expenses 

c. External Affairs expenses 

d. Lobbying expenses 

e. Charitable Contributions 

f. Coiiimunity Relations/Affairs expenses 

g. Employee Recognition expenses 

11. Mi scell aiieoiis Events/Ti cltets expenses 

i .  Advertising and proiiiotioiial expenses 

J . Business nevelopiiient/Promotioii expenses 

k. Corporate Sponsorship expenses 

RESPONSE: 

See table below. 



Description 
a. Incentive Coinpensation 

b. Govennnent Affairs Expense 
c. External Affairs Expense 
d. Lobbying Expense 
e. Charitable Contributions 
f. Community Relations/Affairs Expense 
g. Employee Recognition Expense 
11. Miscellaneous Events/Ticltets Expense 
i. Advertising and Proinotional Expense 
.I. Business Developinent/Proinotion Expense 
k. Corporate Sponsorship Expense 

Aiiio~iii t 
See Response to 
AG-DR-01-03 5 

$30,816 ( I )  
-0- 

$32,954 (2) 
-0- 

$12,634 
-0- 

$30,338 (3) 
$1 73,936 

-0- 
-0- 

(1) Includes $1,8 19 charged below-the-line to account 426. 

(2) 100% of the dollars in this item is charged to a below the line account. All of item (11) is 
included in this amount. Excluding item (11) the amount would be $2,616. 

(3) 100% of the dollars in this item is charged to a below the line account. All of item (11) is 
included in item (d). 

PERSON RESPONSIBLE: Stephen R. L,ee / David L. Doss, Jr. 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-054 PUBLIC 

RJ3QIJEST: 

Please provide copies of all presentations made to rating agencies and/or investment firms by 
Duke Energy and/or Duke Energy Kentucky, Inc. between January 1 , 2008 and the present. 

RESPONSE: 

CONFIDENTIAL PROPRIETARY TRADE SECRl3T 

This response has been provided to the Commission in this case under a Petition for Confidential 
Treatment. 

PERSON RESPONSIBLE: N/A 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AGDR-01-055 

REQUEST: 

Please provide copies of all prospectuses for any security issuances by Duke Energy and/or Duke 
Energy K.entucky, Inc. since January 1,2008. 

RESPONSE: 

There have been 2 debt issuances by Duke Energy Corporation since January 1,2008. The first 
was a $500 MM debt offering in total, with a $250 MM tranche due 6/1 5/2013 and a $250 MM 
tranche due 6/15/2018. The second was a $750 MM debt offering due 2/1/2014. Please see the 
2 prospectuses provided electronically on CD “AG-DR-0 1-055 Attachments.” 

There has been 1 debt issuance by Duke Energy Kentucky since January 1,2008. This offering 
was a $ S O  MM pollution control bond due 8/1/2027. Please see the prospectus provided 
electronically on CD at “AG-DR-0 1-055 Attachments.” 

PERSON RESPONSIBLE: Stephen G. De May 



Duke Energy Kentucky, h c .  
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-056 PUBLIC 

REQUEST: 

Please provide copies of all studies performed by Duke Energy and/or Duke Energy Kentucky, 
Inc. and/or by consultants or investment firms hired by Duke Energy and/or Duke Energy 
Kentucky, Inc. to assess (1)  Duke Energy Kentucky, Inc.'s financial performance, (2) the 
performance of Duke Energy Kentucky, Inc. relative to other utilities, or (3) the adequacy of 
Duke Energy Kentucky, Inc.'s return on equity or overall rate of return. 

RESPONSE: 

CONFIDENTIAL PROPRIETARY TRADE SECRET 

This response was provided to be Commission in this case under a Petition for Confidential 
Treatment. 

PERSON RESPONSIBLE: N/A 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-057 PUBLIC 

REQUEST: 

Please provide copies of credit reports for Duke Energy and/or Duke Energy Kentucky, Inc. from 
the major credit rating agencies published since January 1,2007. 

RESPONSE: 

CONFIDENTIAL, PROPRIETARY TRADE SECRET 

This response is provided to the Commission in this case under a Petition for Confidential 
Treatment. 

PERSON RESPONSIBLE: N/A 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-058 PUBLIC 

REQUEST: 

Please provide copies of all correspondence between Duke Energy and/or Duke Energy 
Kentucky, Inc. and any of the three major bond rating agencies (S&P, Moody's, and Fitch) from 
January 1 , 2007 to the present. These include copies of Ietters, reports, presentations, emails, 
and notes from telephone conversations. 

RESPONSE: 

CONFIDENTIAL PROPRIETARY TRADE SECRET 

This response is being provided to the Commission in this case under a Petition for Confidential 
Treatment. 

PERSON RESPONSIBLE: N/A 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-059 

REQUEST: 

Please provide tlie corporate credit and bond ratings assigned to Duke Energy and/or Duke 
Energy Kentucky, Inc. since tlie year 2000 by S&,P, Moody’s, and Fitcli). For any change in tlie 
credit and/or bond rating, please provide a copy of tlie associated report. 

RESPONSE: 

Please see the response aiid related attachineats to AG-DR-01-08 1. 

PERSON RESPONSIBLE: Stephen G. De May 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-060 

REQIJEST: 

Please provide tlie breakdown in tlie expected retuiii on peiisioii plan assets. Specifically, please 
provide tlie expected return oii different assets classes (bonds, TJS stocks, iiiteniatioiial stoclts, 
etc.) used in determining tlie expected retuiii on plan assets. Please provide all associated source 
docuiiieiits and work papers. 

RESPONSE: 

The long-teiiii rate of return of 8.5% as of Deceinber 3 1 , 2008 was developed using a weighted 
average calculation of expected i-etuiiis based priiiiarily on future expected returns across classes 
considering tlie use of active asset inaiiagers. As shown on Attachiiieiit AG-DR-0 1 -060(a), Duke 
Energy calculated a weighted average expected long-teiiii rate of return of 8.65%0, wliicli was 
rounded to 8.5%. As a reasoiiableiiess check, Duke Energy compared its expected long-teim rate 
of return calculation to one prepared by its actuary, Hewitt. Hewitt's calculation, as sliown on 
Attacliineiit AG-DR-01 -OGO(b), was reasonably close to Dulte Energy's calculation. 

PERSON RESPONSIBLE: Stephen G. De May / David L. Doss, Jr. 
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Dulte Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-061 

REQIJEST: 

For tlie past five years, please provide tlie dates and aiiiount of: (1) cash d iv ided  payinelits made 
by Dulte Energy I<entuclty, Inc. to Duke Energy; and (2) cash equity iiifusioiis made by Dulte 
Energy into Duke Energy Kentucky, Inc. 

RESPONSE: 

Duke Energy I<entuclty, Inc. routinely rnaltes divideiid payineiits to Duke Energy Ohio, Inc. 
Dulte Energy Kentucky, Inc. has never made any dividend payments directly to Duke Energy 
Corporation. The following cliart shows tlie cash dividend payments made by Duke Eiiergy 
I<etituclty, Inc. to Dulte Eiiergy Ohio, Inc. in  tlie last f-ive years: 

Effective 
Deceiiiber 30, 2004 
December 2 1 , 2005 
December 14, 2008 

Payable 
December 3 1 , 2004 
December 3 1 , 2005 
December 16, 2008 

Amount 
14,600,000 
9,96532 1 

.30,000,000 

In tlie last five years, tliere have been no cash equity infusions made by Dulte E,nergy 
Corporation into Dulte Energy ICentucky, Inc. 

PERSON RESPONSIBLE: Breiida R. Meleiidez 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

92-00346 
200 1 -00092 
2005-00042 

9 1 -00370 

AG-DR-01-062 

Gas 1 1 .SO% 1999-200 1 
Gas 1 1 .OO% 2002-2004 
Gas 10.20% 2005-Present 

Electric 11 .SO% 1999-2006 

REQUEST: 

Please provide Duke Energy I<entuclcy, II-IC.’S authorized and earned return on coiiiiiioii equity 
over tlie past teii years. Please show the figures used in calculating tlie earned return on co~iiiiioii 
equity for each year, including all adjustments to net income and/or coiiiinoii equity. Please 
provide copies of all associated work papers and soiirce documents. Please provide copies of the 
source documents, work papers, and data in botli hard copy and electronic (Microsoft Excel) 
formats, with all data and forrnulae intact. 

RESPONSE: 

Duke Energy Kentucky’s autliorized return on coiiiiiioii equity for the last ten years is as follows: 

I 2006-00172 I Electric 1 11.00% I 2007~-~reseiit I 
The earned return on coiiiiiioii equity for the last teii years is shown on Schedule I<, page 4 of 5 .  
See tlie response to AG-DR-01-087 for the electronic version of Schedule I<. There were no 
other source clocumeiits or workpapers used in the calculation 

PERSON RESPONSIBLE: Robert M. Parsons / Stephen G. De May 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-063 

REQUEST: 

Please provide copies of the finalicial statements (balance sheet, income statement, statement of 
cash flows, and tlie notes to the financial statements) for Duke Energy and Duke Energy 
Kentucky, Inc. for the past three years. Please provide copies of the fiiiaiicial stateinelits in both 
hard copy and electroiiic (Microsoft Excel) foriiiats, with all data and foi-inulae intact. 

RESPONSE: 

In FR 10(9)(p), I have already provided Duke Energy Kentucky, Inc.’s aiiiiual financial 
statements for 2008 and 2007. See Attachment AG-DR-01-063 for 2006. Electronic versioiis of 
the financial statements are not available. 

See Attachment AG-DR-01-063 on enclosed CD for copies of Duke Energy Coi-poration’s 10-I< 
for 2008, 2007, and 2006. 

PERSON RESPONSIBLE: Brenda R. Melendez 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-064 

REQIJEST: 

Please provide a copy of the testimony of Dr. Moriii in Microsoft Word. 

RESPONSE: 

See file “AG-DR-01-064 - Roger A. Morin, PhD.docx” provided via CD. 

PERSON RESPONSIBLE: Dr. Roger A. Morin 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-0 1-065 

REQIJEST: 

Please provide copies of all articles, publications, and or other documents cited in the testimony 
of Dr. Morin. 

RESPONSE: 

See response to Staff No. 18 and response to AG questions No. 71 and 76. 

PERSON RESPONSIBLE: Dr. Roger A. Moriii 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

A G- D R- 0 1 - 0 6 6 

REQUEST: 

With respect to page 9, lilies 8-10, please provide the studies a id  data that support the statement 
regarding the volatility of the marltets. 

RESPONSE: 

Market volatility has intensified since the tinancia] crisis began last smimer, Tliree indicators of such 
volatility ai e noteworthy. First, the Chicago Board Options Exchange Volatility Index .VIX, or VIX, is 
one of the iiiost widely accepted ways of  gauging stock iiiarket volatility. It is often referred to as the 
"investor fear gaiige", aiid has lived up to this name in its ability to iiieasure times of uiicertainty and 
times of complacency in the iiiarltet. Figure 1 shows the VIX indicator from April 2007 to February 
2009. As seen from the graph, the VIX spilted in Septeiiiber 2005. This ~mprecedented rise in  tlie VIX 
coiiicided with extreiiie panic aiid one of the sharpest drops in the history of the fiiiaiicial markets. At the 
time of this writing, the VIX posted its biggest daily percentage gaiii since April, suggesting additional 
volatility in months ahead and that fear is taliiiig root in the market once again 



Second, the S&P 500 volatility as iiieasured by daily changes of at least 1 % liave soared duriiig 2008 aiid 
early 2009 siiice the financial crisis coiimenced last suiiimer aiid stood at a 70 year high. Since the bear- 
iiiarlcet tui-iiarouiid in 2002, tlie number of sigiiiiicaiit daily m i  ltet iiioves has gone clowii froin 49.6% to 
I 1.6% in 2006, aiicl was 12 9% for tlie first half of 2007. Then, with the eiiiergeiice oftlie ci edit 
uncertainty, iiiai-ket volatility shot up to 38.6% in 2007, to 51 "9% for 2008 - a level not seen siiice 1938. 
The same is ti-tie of the Dow Joiies Iiicliistrial Index, whosc daily pel ceiitage cliaiiges liave experienced 
unprecedented sw iiigs. 

Third, as docuiiiented in Dr. Morin's direct testimony, yield spreads of corporate bonds over Treasury 
boiids reached record high and so have the yield spreads of lower qt.iality coi-porate hoiids versus higher 
quality corpoi-ate bonds. Such spreads are indicative of market uncertainty, investor fears, aiid 
iiivestmeiit risk 

PERSON RESPONSIBLE: Dr. Roger A. Moriii 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-067 

REQUEST: 

With respect to page 34, please provide the data used in constructing the grapli entitled “CAPM: 
Predicted vs. Observed Retuiiis.” 

RESPONSE: 

Tlie graph oii page 34 was constructed as an illustiatioii aiid is based on: 1 )  tlie results of Dr. Moiiii’s 
empirical findings discussed in Appendix B of his direct testiinoiiy and also described in Chapter 6 of his 
Tlie New Regulatory Finance textbook, and 2) tlie current acadeiiiic tliinl<iiig on tlie subject suiiiiiiarized 
in Chapter 6 of the aforeiiieiitioiied text. 

PERSON RESPONSIBLE: Dr. Roger A. Moriii 
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AG-DR-01-068 

REQUEST: 

With respect to page 34, lilies 8-1 1, please copies of all studies used to deteitiiiiie that the 
appropriate value of alpha is in the 1 %-2% range. 

RESPONSE: 

The studies are listed aiid discussed in Appendix A of Dr. Morin’s testimony. This vast literature 
aiid related bibliography are also suiiiiiiarized iii Dr. Morin’s book Tlie New Regulatory Fiiiaiice, 
Chapter 6. Most, if not all, articles are available from uiiiversity libraries and/or publisher’s web 
sites. Dr. Morin does not archive academic jounial articles reaching back some 20 years. Tlie 
articles were consulted by Dr. Morin at the university library, are available fi-om most university 
libraries, and are also coiiimercially available from publishers’ websites (e.g. available at SSRN 
website - httI.,://ssrii.com/). 

PERSON RESPONSIBLE: Dr. Roger A. Moriii 

http://httI.,://ssrii.com
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AG-DR-01-069 

REQUEST: 

With respect to page 36, lines 4-17, please indicate for all studies used to deteiiniiie that the 
appropriate value of alpha is in  the 1%-2% range: (1)  which of the studies used adjusted betas; 
aiid (2) for each of the studies that used ac1,justed betas, what procedure was used to adjust the 
betas. 

RESPONSE: 

Most of tlie academic research on the ECAPM utilizes raw betas rather than Value Line adjusted betas 
because the latter were iiot available over most of the time periods covered in these studies. Value Line 
acljusted betas, Mei-rill L,ynch adjusted betas, Moriiiiigstar (Ibbotson), and Bloomberg adjusted betas were 
iiot available during that period. Value Line acl.justecl betas were utilized in the later studies performed by 
Dr. Moriii aiid discussed in Appendix A. Di-. Moiiii also points out that an alpha range of 1 % - 2% in 
the ECAPM foniiulatioii is somewhat lower than that estimated empirically. The use of a lower value 
for alpha leads to a lower estiiiiate of tlie cost of capital for low-beta stocks such as regulated utilities. 
This is because the use of ad.justed betas rather than raw betas also incorporate some of the desired 
effect of using the ECAPM. 

Note: The Value Line beta estiiiiates used by Dr. Mol-in are adjusted betas in  keeping with iiivestiiieiit 
practices and in Iteeping with the academic literature 011 tlie sub.ject. The adjusted betas reported by 
l/nli/e L i m  give 2/3 weight to the *‘raw’’ or calculated beta aiid 1/3 weight to tlie market beta of 1.0. The 
deiiiiitioii of Adjusted Beta used by Value Line is as follows: 

Adjusted Beta = 0.3333 + 0.6666 x Raw Beta 

PERSON RESPONSIBLE: Dr. Roger A. Morin 
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REQUEST: 

With respect to page 37, lilies 1-4, please provide copies of all data and studies used to conclude 
tliat 9.0%-9.4% is iiot sigiiiticaiitly above tlie cost of new debt capital. 

RESPONSE: 

9.0% -9.4% is iiot sigiiificaiitly above tlie cost of debt as iiidicated by tlie various DCF estiiiiates aiid Risk 
Premium estiiiiates in Dr. Moriii's testiiiioiiy in the 10.0% - 12.4% range, suggesting a risk premium of 
4.0% - 6.4% over a cost of debt of approximately 6.0%. At a iiiore aggregate level, the Moriiiiigstar 
(foi-iiierly Ibbotsoii Associates) Valuatioii 2009 Yearbook derives a historical return difference of 5.6% 
(6.5% usiiig tlie iiicoiiie coiiipoiieiit of boiid retuim) between stocks aiicl coiyorate bonds over the 1926- 
2008 period, which far exceeds the yield spread of 3% - 4% implied by tlie 9.0% - 9.4% CAPM estimates. 

PERSON RESPONSIBLE: Dr. Roger A. Moriii 
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AG-DR-0 1-071 

REQIJEST: 

With respect to page 39, lilies 19-20, and Attachment RAM-4, please provide: ( I )  the source 
documents for the 6.3% utility bond yield; (2) copies of tlie source documents and data used to 
compute the risk premium of 5.0% in Attachment RAM-4; (3) copies of the source documents 
and data used to compute the flotation cost adjustment of 0.3%; and (4) please provide copies of 
the soiirce documents, woi-IC papers, and data in ( I ) ,  (2) and (3) both hard copy and electronic 
(Microsoft Excel) formats, with all data and formulae intact. 

RESPONSE: 

(1) The 6.3% utility bond yield was obtained directly from Value Line Iiivestineiit Reports, 
Selectioii and Opinion, Selected Yields page, May 8, 2009. See Attachment AG-DR-01-071" 

(2) The computatiotial details of tlie 5 .O% risk premium are shown on Attachment RAM-4 and 
footnotes of Dr. Morin's direct testimony. 

(3) The 30 basis points magnitude of the flotation cost adjustment is derived on Page 5 of 
Appendix B of Dr. Morin's testimony. 

(4) The utility bond yields were obtained directly fi-om the Rlooinberg Web site. Please refer to 
response to AG-DR-01-077 for electronic version of Attacliment RAM-4. A hard copy of 
Attachment RAM-4 was provided in the Company's July 1, 2009 filing. 

PERSON RESPONSIBLE: Dr. Roger A. Moriii 
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M1 (Currency+demand deposits) 1576.3 1644.4 -68.1 -6.3% 15.4% 14.8% 
MZ (Mt +sawngs+srnall time deposits) 8249.3 8247.7 1.6 3 .O% 9.3% 8.3% 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-072 

REQUEST: 

With respect to page 43, lilies 15-17, please explain why Zacks was used as a source of EPS 
growth rate forecasts as opposed to one of the other sources of analysts EPS growth rate 
forecasts such as Reuters or Yahoo!. 

RESPONSE: 

Dr. Moriii does iiot object to tlie use of other sources of growth forecasts. However, iiot only are the 
Zacks forecasts coiiveiiieiitly available iii the Value Liiie Investment Aiialyzei- software but, for all 
practical purposes, cover tlie same aiialyst population as Reuters, Tlioiiisoii, First Call, Yahoo, aiid others. 
It would be somewhat redundant to include growth forecasts fi-om other published sources and possibly 
result in  douhle-coiiiitiiig. 

PERSON RESPONSIBLE: Dr. Roger A. Moriii. 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-073 

REQUEST: 

With respect to page 45, lilies 5-9, please list: (1) tlie universe of companies considered on lilies 
5-7; and (2) tlie coinpaiiies eliiniiiated by the $1 OOM aiid SO% screens. 

RESPONSE: 

The original sample consisted or all the companies iclentified as natural gas distribution utilities by Value 
Line. The original set of companies is shown i n  tlie table below. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 

Company Name 

AGL. Resources 

AmeriGas Partners 

Atnios Energy 

Chesapeake IJtilities Corp 

Corning Natural Gas Coiy 

E.nergy West Inc I 

Ferrellgas Partners L. P 

Laclede Group 

New Jersey Resources 

Nicor 1nc. 

Natnral Gas Distribtitioii lltilities 

2 3 4 5 6 

Ticlcer Divid Market % Reg Rev 

Yield Cap 

AGL 5 3 5  $2,413 56 

APU propane 8.08 $1,806 

A T 0  5 12 $2,245 5 1  

CPK 4.32 $193 72 

CNIG 

EWST 76 

FGP 

LG 3.31 $1,023 so 

N.1 R 

GAS 

3.09 $1,686 

5.33 $1,577 85 



1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21  

Northwest Nat. Gas 

Peim Octane Coiy 

Piedmont Natural Gas 

RGC Resources lnc 

SMF Energy Corporation 

South Jersey Inds. 

Southwest Gas 

Star Gas Partners L, P 

UGI Corp. 

WGL. Holdings hic. 

Williams Partners LP 

NWN 

POCC 

PNY 

RGCO 

FUEL 

s I1 

swx 

SGU 

UGI 

WGL, 

WPZ 

3 6 4  $1,150 98 

3.97 $1,918 7 5 

99 

3.18 $1,106 58 

84 3.49 $1,128 

4.32 $1,641 59 

$897 

Companies with less than $100 market cap were eliininated, as shown in the shaded cells Coluiiin 5 of the 
above table. 

Companies do not pay dividencls were also eliminated, as shown in the shaded cells in Coluiiin 4 of the 
above table. 

Coiiipaiiies with less than SO% regulated gas ievenues were also eliiiiinated, as shown i n  the shaded cells 
in Coliunn 6 ofthe above table. 

Companies involved priiiiarily in piopane gas, APU and FGP, were also eliminated. 

PERSON RESPONSIBLE: Dr. Roger A. Moriii 



Duke Energy Kentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-074 

REQUEST: 

With respect to page 49, line 1-23, please list: (1) the universe of companies considered on lilies 
I 1-14; (2) the companies eliminated each of the screens listed 011 lilies 15-22 and the figure 
and/or reason for eliminating each company; (3) why a selected utility must be a combination 
utility company when rates are being set for a gas distribution coiiipaiiy in  this proceeding; and 
(4) all studies perfoiiiied which compare tlie risltiiiess of gas distribution and coinbiiiatioii 
compaiii es. 

RESPONSE: 

(1 ) (2) The screening process was perfoi-iiied with the Value Line Iiivestiiieiit Analyzer software as 
follows: First, all electric utilities with SIC Code 491 1 to 4913 with Value Line coverage coiistituted the 
initial sample. Second, foreign utilities, noli-dividend paying utilities, lion-investment grade utilities, 
acquired utilities, and all utilities with less than $500 million market capitalization were eliiniiiated. 
Third, only those utilities designated as “combination gas &, electric utilities” by AUS Utility Reports 
were retaiiied. Fourth, utilities with less than 50% electric utility reveiiim were eliminated. The table 
below displays the screening process with the coiiipanies eliniinated sown as shaded cells. 

‘%, 
Company Name Combo Indicated Divid Market Elec SIC 

G&E A m  Divid Yield Cap Rev Cock 

ALLETE 1 $1.72 5.49 $990 89 4911 

Allegheny Energy $0.60 1 74 $5,824 79 491 

Alliaiit Energy 1 $1 50 5 12 $3,135 65 491 

Amer. Elec Power $1 64 501  $13, I 75 92 491 



Aiiieren Corp. 

Avista Corp. 

Black Mills 

CII Energy Group 

CMS Eiieigy Coip. 

Ceii Vermont P ~ i b  Sei-v. 

Ceii t e r P o i 11 t E iierg y 

Cleco Corp. 

Consol. Edisoii 

Constellation Energy 

DPL Inc. 

DTE, E,iiergy 

Dominion Resowces 

Duke Energy 

Edison Int ' l  

E l  Paso Electric 

Eiiipii,e Dist. Elec. 

Eiitergy Corp. 

Evergreen Energy Inc 

Exelon Corp 

FPL Group 

FirstEnei-gy Coi-p. 

Florida Public Utilities 

G't Plains Energy 

Hawaiian Elec. 

IDACORP Iiic. 

ITC I-Ioldings 

1 $2.54 7.33 $7,308 81 

1 $0.72 3 70 $ 1,060 50 

$1 40 5 2 8  $1,019 46 

$2.16 4.24 $804 46 

$0.36 3.05 $2,670 53 

$092  3 97 

$0.73 5 35 

$0.90 3.92 $1,378 96 

1 $2.34 5.69 $ I 1,247 63 

1 $1 91 7 0 7  

$1 10 5 0 7  

1 $2 12 6 0 7  $5,695 51 

1 $1 58 4 3 6  $2 1,050 42 

1 $092  5 9 7  $19,498 71 

$1 24 376  $10,732 80 

$748 100 

I $1.28 7.10 $612 86 

1 $3.00 3.87 $14,719 77 

1 $2 10 3.72 $37,094 55 

$ 1  78 3 4 8  $20,915 71 

$220  4 I8 $16,025 89 

1 $0.47 4 52 

$1 66 8 5 1  $2,318 76 

$1 24 5 6 8  $1,856 85 

$1.20 4 0 6  $1,347 100 

$1 22 2 9 3  $2,064 

491 1 

4913 

4913 

491 1 

491 1 

491 1 

491 1 

491 1 

491 I 

491 1 

491 1 

491 1 

491 1 

491 1 

4913 

4913 

491 1 

491 1 

491 1 

491 1 

491 1 

491 1 

491 1 

491 1 

4913 

4913 

491 1 



Integrys Energy 

MGE Energy 

Maine & Maritimes Co1-p 

NSTAR 

NV Energy Inc. 

NorthWestem Coiy 

Northeast IJtilities 

OGE Energy 

Otter Tail Corp. 

PG&E Corp. 

PNM Resources 

PPL Co1-p. 

Pepco Holdings 

Pimiacle West Capital 

Portland General 

Progress Energy 

Public Serv. Enterprise 

Puget E,nergy Inc. 

SCANACorp. 

Seiiipra Energy 

Southern Co. 

TECO Energy 

U.S. Energy Sys Inc 

LJIL, Moldiiigs 

UNITIL Corp. 

UiiiSoiirce Energy 

Vectren Corp 

1 

1 

1 

1 

I 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

$2 68 

$1.45 

$0.00 

$ 1  50 

$0 40 

$1.32 

$0 85 

$1 42 

$1 19 

$1 56 

$0 50 

$1 34 

$1 .ox 

$2 10 

$0 98 

$2 48 

$1 29 

$1 00 

$1 84 

$ I  40 

$ 1  68 

$0 80 

$0.00 

$1 73 

$1 38 

$0.96 

$ 1  34 

6 43 

4 51 

$0.00 

4 40 

3 69 

5 41 

3 5 3  

5 64 

5.81 

4 01 

4 85 

4.24 

5 95 

6 17 

5.05 

6 28 

3 93 

3 43 

5 31 

3 13 

4 96 

6.45 

$0.00 

6 52 

6 87 

3 40 

5 16 

$3,168 

$716 

$2,538 

$876 

$3,744 

$2,336 

$725 

$ 1 3,945 

$89 1 

$11,861 

$3,672 

$3,43 3 

$1,214 

$10,339 

$16,620 

$3,78 1 

$4,076 

$1 1,056 

$26,227 

$2,64 1 

$668 

$1,001 

$2,104 

80 

79 

48 

61 

81 

48 

26 

68 

100 

51 

73 

93 

98 

100 

99 

62 

I00 

79 

85 

491 1 

491 1 

491 1 

491 I 

4913 

491 1 

491 1 

491 1 

491 1 

4913 

4913 

491 I 

491 1 

4913 

4913 

491 1 

491 1 

4913 

491 1 

4913 

491 I 

491 1 

491 1 

491 1 

491 1 

4913 

491 1 



Westar Energy 

Wisconsin Energy 

Xcel Energy 1nc. 

$1.08 238  

$0.95 5.07 

52,192 70 4911 

$5,309 61 4911 

58,407 78 4913 

(.3) (4) The combination electric aiid gas coinpainies i i i  Dr. Morin’s proxy group all possess economic 
cliaracteristics siiiiilar to those of Pepco’s electric utility T&D operations. All are iiivolved in tlie delivery 
of eiiergy services at regulated rates in a cyclical and weather-sensitive market, all employ a capital- 
iiiteiisive network with siiiiilar physical characteristics, and all subject to rate of return regulation. 
Because of this coiivergeiice aiid similarity, all these utilities are luiiiped in tlie saiiie group by Staiidard 
aiid Poor’s in  defining bond rating benchmarlis aiid assigning business risk scores. Not only are tlie betas 
of combination utilities and distribution utilities virtually identical, but so are their staiidard deviation of 
retunis, another widely-used iiieasure of risk by investors. 

PERSON RESPONSIBLE: Dr. Roger A. Morin 



Duke Energy ICentucky, Inc. 
Case No. 2009-00202 

First Set Attorney General Data Requests 
Date Received: August 17,2009 

AG-DR-01-075 

REQUEST : 

With respect to page 58, lilies 1-5, please provide copies of the cited empirical finance literature 
that indicates a I % cliaiige ill the coiiiiiioii equity ratio changes the retnm on equity by 10 basis 
poiiits. 

RESPONSE: 
See the following copyrighted extract fi-om Chapter 16 of Dr. Morin's text The New Regulatoiv Filialice 
and relevant literature. 

16.4 Eiiipisical Evirleiice on Capitrrl Stsirctrim 

Iii cr stiicly of piihlic iitility capital striictirres, Piittessoii ( I  983) coiiclirtlecl tlicit firiii vtrliie rises Ititli 
lewrcige eiiicl reveiiiie reqirireineiits decline (it l o ~ v  1ei~el.s of leverage, ciiiel he coiijisiwtl the existence 
of N cost-niiiiinii~iiig capital strrictiiiv J;t?7etlier this optinial cnpitcil J triictiiie also i7iiiiiiiiizes rewiiiie 
reqirirenieiits clepeiids oil the efectiwiiess of regiilatioii iii pcissiiig iiiteiwt ttrx sciviiigs throiigli to 



i*trteptiyei:s Ptittessoii tilso foiiiitl thtit iitilities tend to operate cit ci debt iattrtio sliglitly less tlitin tlie 
optiiiicil level, iii tlie iiitei-est of flesihility ciiid iiiaiiittiiiiiiig horroit?ng reseiws 

The eiiipirrcnl effects of Ievercige oil coiiiiiioii eqiiio' retiirii tire siiiiiiii~irrzetl rii Bi*igliciiii, Gcipii.slii, 
triicl Ahei-ituild ( I  987) Tcililes 16-4 ciiicl 16-5 d io i t~  the resiilts of eniprrictrl stiit1ie.s oriel tlieoseticcil 
stiitlies ohtuiiied 11heii the tleht rcitio iiicsetises fioni 40% to 50% Tlie stiidies rejxist flitif eqiiih) 

costs iiicrecise aiiyithese fi-on1 ( I  loit' of 34 to ci high of 2.3 7 hcisis poiiits ir-lieii the cleht rcrtio iiicre~i~es 
firm 40% to 50% Tlie tn~ertige iiicretise is I .38 bnsis poriits fioiii the theoretictrl strit1ie.r ~ i i i t l  76 
litisis poiiits fsoiii the eiiipisiceil stiidies, or ti rfliige of 7.6 to I 3 8 hasis  poiiits per oiie perceiittrge 
iiicsecise 111 the ileht iutio The iiioi'e iweiit stlitlies iiitliccite thcit the rpper eiitl of tlicit stoige is iiiore 
riitlictitiw of the reperuissioiis oil eqiiity costs. 

Ttrble 16-4 

Effects of Leiwage oil Coiiiiiioii Eqiiihi Eiiipirictil Stirelies 

StllL/j' 

MA4 ( I  9.58) 

hfhf (196.1) 

Miller. (1977) 

A I'ercIge 

Result 

I I S litisis poiiits 

62 

237 

138 

Rsrglimi tiiitl Gorrloii ( I  968) 34 hcisis poiiits 

Goidoii ( I  9 74) 45 

Rohicheli, Hrggiiis, tiiiel Kr i is i i i t i i i  ( I  9 73) 7.5 



References 

Brigham, E.F. aiid Gordon, M.J. "Leverage, Dividend Policy, and the Cost of Capital." Jo~mi1/1 of 

F'iiicciice, March 1968, 85-1 0.3. 

Brigham, E.F., Gapenski, L.C., aiid Abeiwald, D.A. "Capital Structure, Cost of Capital, and lieveiiiie 
Requii eiiients." Pirhlic Utilities\ Fortiiiglitly, Ja1i~iai-y 8, 19x7, 15-24. 

Copeland, T.E. aiid Weston, 1:. Fiiiciiiciul Tlieoi-v m ~ l  Corlmr-ute Policy, 3rd ed. Reading, MA: 
Addison Wesley, 1993. 

Gapeiislti, L.C. "An Empirical Study of the Relatioiisllip Between Equity Costs aiid Fiiiaiicial 
Leverage for Electric litilities." Public Utility Reseal-ch Center, Working Paper, University of 
Florida. 1986. 

Goidoii, M.J The Cost of Ceiptcrl to II Pirhlic Utility East Lansing, MI: Michigan State Univeisity, 
1974. 

Mehta, D., Moses, E.A , Deschaiiips, B , and Walker, M. "Influence of Dividends, Growth, and 
Leverage on Share Prices in the Electric Utility Industry: An Ecoiioiiietric Study." Joiiriiul of 

Finriiicicil c1ii11 Qimititcitiw herlysis, December 1980, 1 1 63-1 196. 

Miller, M.1-I. "Debt aiid Taxes." JoimiciI (?I Finaiice, May 1977, 261-276. 



Modigliaili, 17. aiid Miller, M.H. "The Cost of Capital, Corporation Finance, and the Theory of 
Investments." clniericcrri Ecoiioniic Revieiv, June 1958, 261 -297. 

Modigliani, F. and Miller, M.1-I. "Taxes and the Cost of Capital: A Correction." cli~iericnn Ecoiminic 
Revieit: June 1963, 4.33-443. 

Patterson, C.S. "The Effects of Leverage on the Revenue Requirements of Public Utilities." 
Fiiimicicil hf~rricrgenieiit, Autumn 1983, 29-39 

Robicliek, A.A., Higgiiis, R.C., and IGiisman, M. "The Effect of Leverage on the Cost of Equity 
Capital of Electric Utility Finns." Joz/riial of Fiiiurice, May 1973, 353-367. 

PERSON RESPONSIBLE: Dr. Roger A. Morin 




