
an company 

Mr. Jeff DeRouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 4060 1 

April 8,2010 

RE: Application of Keiitucky Utilities Conipaiiy for ail Adjustment of Its 
~~ -~ 

Base Rates - CKNo.20-09-00348 

Dear Mr. DeRouen: 

Please find enclosed and accept for filing the original and ten (10) copies of the 
Response of Kentucky Utilities Company to the Third Data Request of the 
Commission Staff dated March 26,201 0, in the above-referenced matter. 

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

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

Lonnie E. Bellar 
Vice President 
T 502-627-4830 
F 502-217-2109 
lonnie.bellar@eon-us.com 

Lonnie E. Bellar 

cc: Parties of Record 

mailto:lonnie.bellar@eon-us.com
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VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COIJNTY OF JEFFERSON 1 

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

he is Senior Vice President, Energy Services for Kentucky TJtilities Coinpany aiid an 

employee of E.ON 1J.S. Services, Inc., and that he has personal luiowledge of the matters 

set forth in the respoiises for which he is identified as tlie witness, and the answers 

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

belief. 

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

and State, this Tsf day of -. 2010. 

(SEAL) 
Notary Public 

My Corninission Expires: 

&f &am 



VERIFICATION 

COMMONWEALTH OF EXNTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Chris Herrnann, being duly sworn, deposes and says that he is 

Senior Vice President, Energy Delivery for Kentucky Utilities Company and an 

employee of E.ON U.S. Services, Inc., and 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 infomiation, knowledge and 

belief. 

Chris ermann y' 

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

and State, this s** day of 20 10. 

My Commission Expires: 

;e J0:do io 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, L,onnie E. Bellar, being duly sworn, deposes and says that he is 

Vice President, State Regulation and Rates for Kentucky Utilities Company and an 

employee of E.ON 1J.S. Services, Inc., and 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. 

Lhnie  E. Bellar 

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

and State, this 5''" day of 2010. 

CdA, (SEAL) 
Notary Public 

My Commission Expires: 



VERIFICATION 

COMMONWEALTH OF ICENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON 1 

The undersigned, Valerie L. Scott, being duly sworn, deposes and says that she is 

Controller for Kentucky Utilities Company and an employee of E.ON U.S. Services, Inc., 

and that she has personal knowledge of the matters set forth in the responses for which 

she is identified as the witness, and the answers contained therein are true and correct to 

the best of her information, knowledge and belief. 

Valerie L. Scott 

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

and State, this s’%h day of -- .-- 2010. 

8 Notary Public 

My Commission Expires: 

‘%2+ do;13Cm 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Robert M. Conroy, being duly sworn, deposes and says that he 

is Director - Rates for E.ON U.S. Services, Inc., and 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. 
n 

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

and State, this 5’@’ day of 2010. 
I 

Hotary Public / 

My Commission Expires: 

a,+- j 4 0 , J W O  



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Butch Cockerill, being duly sworn, deposes and says that he is 

Director - Revenue Collection for E.ON US. Services, Inc., and that he has personal 

lolowledge 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, ltnowledge and belief. 

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

and State, this r>’th day of o,fi.,+,d 2010. 

9 (SEAL) 
Notary Public 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Shannon L. Charnas, being duly sworn, deposes and says that 

she is Director - Utility Accounting and Reporting for E.ON U.S. Services, Inc., and that 

she has personal knowledge of the matters set forth in the responses for which she is 

identified as the witness, and the answers contained therein are true and correct to the 

best of her information, knowledge and belief. 

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

and State, this Sy’’ day of A 2010. 
I 

8 (SEAL) 
Notary Public / 

My Commission Expires: 



VERIFICATION 

COMMON'WEALTH OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, William Steven Seelye, being duly sworn, deposes and states 

that he is a Principal and Senior Analyst with The Prime Group, LLC, and 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 

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

and State, this 3 \ s i  day of ,/'(dq 2010. 

Notary Public I 

My Commission Expires: 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 1 

Responding Witness: William Steven Seelye 

Q- 1. Refer to Seelye Exhibit 7. Except for the Residential Class (“RS”) class, for those 
classes that have a temperature normalization adjustment, the amount of the 
adjustment is the same under present and proposed rates. Explain why the amount 
changes from present to proposed rates for the RS class but not for the other classes 
that have a temperature normalization adjustment. 

- ~~ ~~ - 
A-1. The amount of the adjustment for the temperature normalization adjustment should 

have been different for all rate classes for which a temperature adjustment was made. 
It has also come to Mr. Seelye’s attention that the temperature normalization 
adjustment for RS was calculated incorrectly. Specifically, the temperature 
adjustment should have changed relative to the change in the current to proposed 
energy charges rather than the change in the current to proposed energy ana’ customer 
charges. An electronic version of the corrected spreadsheet is provided in the 
attached CD in the folder titled Question No. 1. The revised exhibit is included in the 
spreadsheet tab labeled “Proposed Revenue Detail”. 





KIENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 2 

Responding Witness: William Steven Seelye 

Q-2. Refer to Seelye Exhibit 8. Provide the calculations and supporting workpapers for the 
currently approved cable TV attachment (“CATV) rates. 

A-2. The current CATV rate far KU has been in place since the early 1980s. The 
Company has been unable to locate the calculation and supporting workpapers in its 
files. 





Response to Question No. 3 
Page 1 of 4 

Seelye 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Cornmission Staff 
Dated March 26,2010 

Question No. 3 

Responding Witness: William Steven Seelye 

4-3. Refer to Seelye Exhibit 8, the response to Item 96 of Commission Staffs Second Data 
Request (“Staffs Second Request”) and KU’s response to Item 27 of the Initial Data 
Request of the Kentucky Cable Telecommunications Association. 

a. With regard to the response to Item 96, explain in detail the difference between a 
- - ---I eve 1 i zed-and-non- level i zed charge, ~- - ~ 

b. Recalculate the cable TV attachment charges with the only change being the use 
of net plant investment costs and provide an updated Exhibit 8. 

c. The response to Item 27 discusses the calculation of the operation and 
maintenance expenses used in the calculation of the CATV charges. 

(1) Starting with the rates as calculated in the application, recalculate the CATV 
rates if tree trimming expenses related to services and overhead conductors is 
excluded from the calculation of the adder for operation and maintenance 
expenses. If the expenses related to services and overhead conductors cannot 
be excluded from account 593004, Tree Trimming of Electric Distribution, 
recalculate the CATV rates if the adder for operation and maintenance 
expenses is calculated by dividing the Expenses Assigned to Poles of 
$13,966,333 by the net book value of Accounts 364, 365, and 369. Include an 
updated Exhibit 8 in the response. 

(2) Starting with the rates as calculated in response to Item b above, recalculate 
the CATV rates if tree trimming expenses related to services and overhead 
conductors is excluded from the calculation of the adder for operation and 
maintenance expenses. If the expenses related to services and overhead 
conductors cannot be excluded from account 593004, Tree Trimming of 
Electric Distribution, recalculate the CATV rates if the adder for operation 
and maintenance expenses is calculated- by dividing the Expenses Assigned to 
Poles of $13,966,333 by the net book value of Accounts 364, 365, and 369. 
Include an updated Exhibit 8 in the response. 



Response to Question No. 3 
Page 2 of 4 

Seelye 

A-3. a. A levelized carrying charge is a uniform series of payments calculated by 
applying a uniform series capital recovery factor to the gross original cost 
investment. A capital recovery factor is equal to the rate of return plus sinking 
fund depreciation. The calculation of a levelized carrying charge rate is identical 
to the calculation of a conventional mortgage payment on a home. In calculating 
a levelized carrying charge -- or a mortgage payment -- a capital recovery factor is 
applied to the original, un-depreciated investment (“gross investment”). Without 
considering income taxes, a levelized carrying charge (LCC) is therefore 
calculated by applying the return on investment (ROR) plus the sinking fund 
depreciation to the gross investment, as follows: 

LCC = Gross Investment x [ROR + Sinking Fund Depreciation Rate] 

-Mathematically, it is-not-appropriate to-apply-a-capital recovery-factor-(-whichpis 
equal to rate of return plus sinking fund depreciation) to the depreciated 
investment (“net investment”). In the context of the proposed CATV attachment 
charge, applying a capital recovery factor - which reflects sinking fund 
depreciation as opposed to straight line depreciation - to net investment would 
result in a significant under-recovery of costs and would thus inappropriately shift 
these costs onto other customers. 

A non-levelized carrying charge (NLCC) is a non-uniform series of payments 
calculated by applying the rate of return to net investment and then adding 
straight-line depreciation, as follows: 

NLCC = Net Investment x ROR + Straight Line Depreciation 

A non-levelized carrying charge calculation corresponds to the methodology used 
to determine revenue requirements in a rate case. Importantly, in a rate case 
straight line depreciation rather than sinking fund depreciation is used to 
calculate revenue requirements. 

On a present value basis, levelized carrying charges are equivalent to non- 
levelized carrying charges over the life of the investment. This can be seen in the 
following attachment (Table I) which compares the present-value non-levelized 
carrying charges on a $1,000 investment to the present-value levelized carrying 
charges on the same $1,000 investment. Please note that for both calculations, the 
sum of present value revenue carrying charges is equal to the original $1,000 
investment. 



Response to Question No. 3 
Page 3 of 4 

Seelye 

Rut if sinking fund depreciation rather than straight-line depreciation is applied to 
net investment then an incorrect result is obtained. As seen in Table 11, 
calculating carrying charges by applying a sinking fund depreciation rate to the 
net investment results in significant under-recovery of carrying costs. When the 
levelized and non-levelized carrying charges are properly calculated, the sum of 
the present-value carrying charges for each series is equal to $1,000. Rut when 
sinking fund depreciation is applied to net investment, the sum of the present 
value carrying charges is only equal to $721.54. What this means is that if 
carrying charges are miscalculated in this manner, only 72.15% of cost will be 
recovered over the life of the investment. 

The conclusion reached is that either methodology - either a levelized fixed 
charge calculation or non-Ievelized fixed charge calculation - is reasonable 
assuming that the methodologies are properly applied E d  assuming that the same 
methodology is consistently applied over time. While on a present value basis 
both methodologies will yield the same result over the life of the investment, 
during any particular year the carrying charges will likely be different. For this 
reasonJ-generally-it-is not-appropriate to-switch-back-and-forth-between-the-two 
methodologies. While LG&E does not have a fundamental objection with using a 
non-levelized carrying charge calculation to determine the CATV attachment 
charges as long as straight-line depreciation is used in the calculation, the 
Company does not believe that it is appropriate to switch back and forth between 
the two methodologies. 

The use of levelized versus non-levelized carrying charge rates has been 
considered extensively by the Federal Energy Regulatory Commission (“FERC”). 
The FERC will allow the application of a levelized carrying charge rate (with 
sinking fund depreciation) to gross plant - which it calls the “levelized gross plant 
method” -- or the application of a non-levelized carrying charge rate (with 
straight-line depreciation) to net plant - which it calls “nonlevelized net plant 
method”. The FERC, however, is reluctant to allow a utility to switch back and 
forth between the two methodologies. In a series of cases involving levelized 
carrying charges, the FERC rejected attempts to switch from a “net plant” 
approach to a “levelized” approach in midstream, finding that “allowing 
Consumers to switch pricing methodologies from the nonlevelized approach . . . to 
the levelized approach . . . is inappropriate.” Consumers Energy Co., Opinion No. 
429, 85 FERC 1 61,100 at 61,366 (1998), reh ’g granted, Opinion No. 429-A, 89 
FERC 1 61,138 (1999), reh’g denied, Opinion No. 429-R, 95 FERC 61,084 
(2001); accord Ky. Utils. Co., Opinion No. 432, 85 FERC 1 61,274 at 62,105 
(1 998). In the Opinion 432, the FERC did not allow Kentucky TJtilities Company 
(“KU”) to change methodologies, stating as follows: 

In conclusion, we believe that either a levelized gross plant or a 
non-levelized rate design can produce comparable, reasonable 
results if they are used consistently. Here, however, KU proposes 
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Seelye 

to switch methods. In supporting such a switch, a utility must 
prove that its proposed method is reasonable in light of its past 
recovery of capital costs using a different method. Here, KU has 
not persuaded us that the switch is appropriate in the 
circumstances of this case. 

Regarding CATV attachment charges, considering the historical practice of 
calculating the charges using the levelized gross plant methodology, the Company 
maintains that the historical practice should be continued in the current 
proceeding. 

b. As indicated in response to LG&E KCTA-1 Question 8, the Company does not 
have information concerning the net plant costs related to the types of poles (35 
foot, 40 foot, and 45 foot poles) used to calculate the proposed CATV attachment 
charge. A rough estimate can be developed by applying the ratio of net plant to 
gross plant for Account 364 - Poles, Towers and Fixtures to the applicable gross 

necessitates the application of straight line depreciation rather than sinking fund 
depreciation. A non-levelized carrying charge calculation using roughly 
estimated net plant data is attached. 

~plant-uni t -costs-for~~~40~and~4~-foot~poles~As~explained-above,~using-net~plant~ 

c. (1) Expenses related to services and overhead conductors cannot be excluded 
from account 593004. Attached is a recalculation of Seelye Exhibit 11 with 
the operation and maintenance expense adder calculated by dividing the 
Expenses Assigned to Poles by the net book value of Accounts 364, 365, 
and 369. Because the operation and maintenance expense adder is applied 
to gross plant costs in Seelye Exhibit 11, a recalculation of Seelye Exhibit 
11 is also attached, with the operation and maintenance expense adder 
calculated by dividing the Expenses Assigned to Poles by the gross book 
value of Accounts 364,365, and 369. 

(2) Attached is a recalculation of the attachment to the response to sub-part b of 
this Question, with the operation and maintenance expense adder calculated 
by dividing the Expenses Assigned to Poles by the pel book value of 
Accounts 364,365, and 369. 



Attachment to Response to KU WSC-3 Question No. 3(a) 
Page 1 of 2 

Table I 
Seelye 

.-. .- 
(a) Book Life 35 Years 
(b) Straight Line Depreciation (I/(a)) 2.86% 
(c) Sinking-Fund Depreciation (see formula) 0.54% 
(d) Rate of Return 8.32% 
(e) Capital Recovery Factor (CFR) [(c) + (d)] 8.86% 

- 

Year 
(1) 

1 
2 
3 
1 
5 
5 
7 
3 
9- 
10 
I 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
Sum o 
- 

Non-Levelized Carrying Charges 
Straight Non-Levelized Present 

Net Line Carrying Value at 
Investment Return Depreciation Charges 8.32% ROR 

$1,000.00 
97 1.43 
942.86 
914.29 
885.71 
857.14 
828.57 
800.00 
771-:43- 
’742.86 
7 14.29 
685.71 
657.14 
628.57 
600.00 
571.43 
542.86 
5 14.29 
485.71 
457.14 
428.57 
400.00 
371 “43 
342.86 
314.29 
285.71 
257.14 
228.57 
200.00 
171.43 
142.86 
114.29 
85.7 1 
57.14 

$83.20 
80.82 
78.45 
76.07 
73.69 
71.31 
68.94 
66.56 

-64s 8 
61.81 
59.43 
57.05 
54.67 
52.30 
49.92 
47.54 
45.17 
42.79 
40.41 
38.03 
35.66 
33.28 
30.90 
28.53 
26.15 
23.77 
21.39 
19.02 
16.64 
14.26 
11.89 
9.5 1 
7.13 
4.75 

$28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 

28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 

--28:57--- ~ 

$1 11.77 
109.39 
107.02 
104.64 
102.26 
99.89 
97.5 1 
95.13 

---92:75 
90.38 
88.00 
8.5.62 
83.25 
80.87 
78.49 
76.1 1 
73.74 
71.36 
68.98 
66.61 
64.23 
61 “85 
59.47 
57.10 
54.72 
52.34 
49.97 
47.59 
45.21 
42.83 
40.46 
38.08 
35.70 
33.33 

$103.19 
93.23 
84.20 
76.01 
68.58 
61.84 
55.73 
50.19 

--45:18 
40.64 
36.53 
32.82 
29.45 
26.42 
23.67 
21.19 

8.95 
6.93 
5.1 1 
3.47 
1.99 
0.66 
9.46 
8.39 
7.42 
6.55 
5.77 
5.08 
4.45 
3.90 
3.40 
2.95 
2.55 
2.20 

Levelized Carrying Charges 
Non-Levelized Present 

Gross Carrying Value at 
Investment Charges 8.32% ROR 

(7) (8) (6) 

$1,000.00 
1,000,00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 * 

1,000.00 
---1;ooo;oo-- 

1,000 00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
1,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 

1,000.00 
1,000.00 
1,000.00 
1,000.00 

[ (e)  x (7)1 
$88.60 

88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 

~ --88;60- 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 
88.60 

$8 1.80 
75.51 
69.71 
64.36 
59.42 
54.85 
50.64 
46.75 

-4336 
39.84 
36.78 
33.96 
31.35 
28.94 
26.72 
24.67 
22.77 
21.02 
19.4 I 
17.92 
16.54 
15.27 
14.10 
13.01 
12.02 
1 1  “09 
10.24 
9.45 
8.73 
8.06 
7.44 
6.87 
6.34 
5.85 

1,000.00 88.60 5.40 
I $1,000.00 



Attachment to Response to KU KPSC-3 Question No. 3(a) 
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Seelye 
Table I1 

- "I- "-- I--- 

(a) Book Life 35 Years 
(b) Straight Line Depreciation (l/(a)) 2.86% 
(c) Sinking-Fund Depreciation (see formula) 0.54% 
(d) Rate of Return 8.32% 
(e) Capital Recovery Factor (CFR) [(c) + (d)] 8.86% 

Year 
(1) 

! 
I 
L 
I 

) 

1 

I 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

!O 
!I 
!2 
!3 
!4 
!5 
!6 
!7 
!8 
!9 
10 
11 
\2 
13 
14 
15 

- ~~ 

Non-Levelized Carrying Charges 
Straight Non-Levelized Present 

Net Line Carrying Value at 
Investment Return Depreciation Charges 8.32% ROR 

(2) (3 1 (4) (5) (6) 

$1,000.00 
97 1.43 
942.86 
914.29 
885.71 
857.14 
828.57 
800.00 
77 1743- 
742.86 
7 14.29 
685.71 
657.14 
628.57 
600.00 
57 1 "43 
542.86 
5 14.29 
485.71 
457.14 
428.57 
400.00 
371.43 
342.86 
314.29 
285 71 
257.14 
228.57 
200.00 
171.43 
142.86 
1 14.29 
85.71 
57.14 

~ 

$83.20 
80.82 
'78.4.5 
76.07 
73.69 
71.31 
68.94 
66.56 

-6428~ 
61.81 
59.43 
57.05 
54.67 
52.30 
49.92 
47.54 
45.17 
42.79 
40.41 
38.03 
35.66 
33.28 
30.90 
28.53 
26.15 
23.77 
21.39 
19.02 
16.64 
14.26 
11.89 
9.5 1 
7 13 
4.75 

$28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 

-2857- 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 
28.57 

$111.77 
109.39 
107.02 
104.64 
102.26 
99.89 
97.5 1 
95.13 

~- 92175- 
90.38 
88.00 
85.62 
83.25 
80.87 
78 49 
76.1 I 
73.74 
71.36 
68.98 
66.61 
64.23 
61.85 
59.47 
57.10 
54.72 
52.34 
49.97 
47.59 
45.21 
42.83 
40.46 
38.08 
35.70 
33.33 

$103.19 
93.23 
84-20 
76.01 
68.58 
61.84 
55.73 
50.19 

--4-571-8 
40.64 
36.53 
32.82 
29.45 
26.42 
23.67 
21.19 
18.95 
16.93 
15.1 1 
13.47 
1 1.99 
10.66 
9.46 
8.39 
7.42 
6.55 
5.77 
5.08 
4.45 
3.90 
3.40 
2.95 
2.55 
2.20 

Misapplied Levelized Carryng Charges 
Non-Levelized Present 

Net Carrying Value at 
Investment Charges 8.32% ROR 

$1,000.00 
971.43 
942.86 
914.29 
885.71 
857.14 
828.57 
800.00 
77 E43 
742.86 
714.29 
685.71 
657.14 
628.57 
600.00 
571.43 
542.86 
5 14.29 
485.71 
457.14 
428.57 
400.00 
371.43 
342.86 
314.29 
285 71 
257.14 
228.57 
200.00 
171.43 
142.86 
114.29 
85.71 
57.14 

~ - .~ 

$88.60 
86 07 
83.54 
81.01 
78.48 
75.95 
73.41 
70.88 

-68135- 
65,82 
63.29 
60.76 
58.22 
55.69 
53.16 
50.63 
48.10 
45.57 
43.04 
40.50 
37.97 
35.44 
32.91 
30.38 
27.85 
25.32 
22.78 
20.25 
17.72 
15.19 
12.66 
10.13 
7.59 
5.06 

$81.80 
73.36 
65.73 
58.84 
52.63 
47.02 
41.96 
37.40 

-33;29 
29.60 
26.27 
23.29 
20.60 
18.19 
16.03 
14.10 
12.36 
10.81 
9 43 
8.19 
7.09 
6.1 I 
5.24 
4.46 
3.78 
3.17 
2.63 
2.16 
1.75 
1.38 
1.06 
0.78 
0.54 
0.33 

28.57 2.53 0.15 
$721 "54 



Attachment to Reponse to K'CJ WSC-3 Question 3(b) 
Page 1 of 3 

Seelye 
KENTUCKY UTILITIES COMPANY 

Calculation Of Attachment Charges for CATV 

Pole Size Quantity 

Weiahted Average Bare Pole Cost as of 10/31/2009 

35' 93,558 
40' 142,251 

235,809 

Three-User Poles 

40' 142,251 
45' 63,914 

206.165 

. -. 

Two-User Pole Cost 

Gross Installed 
cost 

Estimate 
of Net 

Installed Cost Account 364 Installed 
cost 

Net I Gross 
Gross Average Factor for 

$ 17,458,914 $ 186.61 0.44445787 $ 82.94 
78,741,981 
96,200,895 

553.54 0.44445787 246.03 
407.96 181 32 

$181.32 x "1224 Usage Space Factor = $22.19 
$ 22.19 x ,2115 Annual Carrying Charge = $4.69 

Three-User Pole Cost 

$316.20 x "0759 lJsage Space Factor = $24.00 
$ 24.00 x 21 15 Annual Carrying Charge = $5.08 

$ 78,741,981 $ 553.54 0.44445787 $ 33530 
48,216,502 754.40 0 44445787 273.70 

126,958,484 615.81 316 20 

Estimated 
~ Number-of--Weighted- ~ 

Attachments cost 

Weighted Total 

Weighted Average Monthly Cost 

30,517 $ 143,269 

118,345 600,817 

148.862 $ 744.087 

5.00 



Attachment to Response to KU KPSC-3 Question No. 3(b) 
Page 2 of 3 

Seelye KENTUCKY UTILITIES COMPANY 

Calculation Of Annual Carrying Charge 

Proposed Rate of Return 
Depreciation - Straight Line 
Income Tax (1 ) 
Property Tax and Insurance 
Operation and Maintenance (Page 3) 

Total 

8.32% 
2.86% 
3.63% 
0.22% 
6.13% 

21.1 5% 

(1 ) Derived from rates of equity capital 

Capitalization Annual Composite 
Ratio Rate Rate 

_ ~ ~ _ _ _ ~  ~ 

~~ - ~ - -  

Common 53.85% 11.50% 6.19% 
Preferred 0.00% 0.00% 0.00% 
Total Equity 53.85% 6.19% 

Debt 46.1 5% 4.61 % 2.13% 
Total Capitalization 100.00% 8.32% 

Composite Federal and State Income Taxes rate = 36.93% 

Income Tax = (0.3693/(1-0.3693) x 0.0619 = 3.63% 



Attachment to Resposne to KU KPSC-3 Question 3(b) 
Page 3 of 3 

KENTUCKY UTILITIES COMPANY 

Operation and Maintenance Expenses for 
the 12 Months Ended October 31,2009 

(1) Labor Charged to 593001- Maint of Poles, Towers 
and Fixtures Subaccount 
- Tree Trimming 

Total Labor 

Total Administrative and General Expenses 

Assiqnment of a Portion of A & G Expenses to Poles 

($860,808/$71,018,516) x $77,056,654 = $933,995 

$225,69 1 
635'1 16 

Expenses Assinned to P& 

Maintenance of Poles, Towers, and Fixtures 
Subaccount 593001 

Tree Trimming of Electric Distribution 
Routes 593004 

A & G Expenses Assigned to Poles 
Total 

Adder to Annual Carrvinn Charges for 0 & M Expenses 

- $ 13,966,333 Expenses Assigned to Poles - 
227,809,902 Plant in Service - Account 364 

Net Plant to Gross Plant Ratio for Account 364 

Seelye 

$860,808 

$71,018,516 

$77,056,654 

$ 342,914 

12,689,424 
$933,995 

$ 13,966,333 

6.13% 

Gross Plant Depreciation Net Plant Net to Gross Ratio 
$ 227,809,902 $ 126,557,999 $ 101,251,903 44.446% 



Attachment to Response to KU KPSC-3 Question No. 3(c)(l)(i) 
Page 1 of 3 

Seelye KENTUCKY UTILITIES COMPANY 

Calculation Of Attachment Charges for CATV 

Pole Size Quantity 

Weiqhted Averaqe Bare Pole Cost as of 10/31/2009 

35' 
40' 

Three-User Poles 

93,558 
142.251 
235,809 

40' 142,251 
45' 63,914 

206~165 --- - ~ _ _ _ ~ ~ -  

Installed Cost 

$ 17,458,914 
78,741,981 
96,200,895 

Average 
Installed Cost 

$ 186.61 
553.54 
407.96 

Two-User Pole Cost 

$407.96 x .I224 Usage Space Factor = $49.93 
$ 49.93 x .I 51 7 Annual Carrying Charge = $7.58 

Three-User Pole Cost 

$ 78,741,981 $ 553.54 
48,216,502 

-1 26,958,484 - -  - - ~ - -  - - 

754.40 
~- - - 61 5.81- 

$61 5.81 x .0759 Usage Space Factor = $46.74 
$ 46.74 x .I 51 7 Annual Carrying Charge = $7.09 

Weighted Total 

Estimated 
Number of Weighted 

Attachments cost 

30,517 $ 231,192 

1 18,345 839,219 

148.862 $ 1.070.411 

Weighted Average Monthly Cost 7.19 



Attachment to Response to KIJ KPSC-3 Question No. 3(c)(l)(i) 
Page 2 of 3 

Seelye KENTUCKY UTILITIES COMPANY 

Calculation Of Annual Carrying Charge 

Proposed Rate of Return 
Depreciation - Sinking Fund 
Income Tax (1 ) 
Property Tax and Insurance 
Operation and Maintenance (Page 3) 

Total 

(1) Derived from rates of equity capital 

Capitalization Annual Composite 
Ratio Rate Rate 

8.32% 
0.54% 
3.63% 
0.22% 
2.47% 

Common 53.85% 11 "50% 6.19% 
Preferred 0.00% 
Total Equity 53.85% 

Debt 46.1 5% 
Total Capitalization 100.00% 

0.00% 

4.61 % 

Composite Federal and State Income Taxes rate = 36.93% 

0.00% 
6.19% 
2.13% 
8.32% 

1 5.1 7% 

Income Tax = (0.3693/(1-0.3693) x 0.0619 = 3.63% 



Attachment to Response to KU KPSC-3 Question No. 3(c)(l)(i) 
Page 3 of 3 

KENTUCKY UTILITIES COMPANY 

Operation and Maintenance Expenses for 
the 12 Months Ended October 31,2009 

(1) Labor Charged to 593001- Maint of Poles, Towers 
and Fixtures Subaccount 
- Tree Trimming 

$225,691 
635.1 16 

Total Labor 

Total Administrative and General Expenses 

Assignment of a Portion of A & G Expenses to Poles 

($860,808/$71,018,516) x $77,056,654 = $933,995 

Expenses Assigned to Poles 

Maintenance of Poles, Towers, and Fixtures 
Subaccount 593001 

Tree Trimming of Electric Distribution 
Routes 593004 

A & G Expenses Assigned to Poles 
Total 

Adder to Annual Carrving Charges for 0 & M Expenses 

- $ 13,966,333 Expenses Assigned to Poles - 
566,433,038 Plant in Service - 364 , 365, and 369 

Net Plant to Gross Plant Ratio for Accounts 364,365 and 369 

Seelye 

$860,808 

$71,018,516 

$77,056,654 

$ 342,914 

12,689,424 
$933,995 

$ 13,966,333 

2.47% 

Gross Plant Depreciation Net Plant Net to Gross Ratio 
$ 566,433,038 $ 173,586,068 $ 392,846,970 69.355% 



Attachment to Response to K1I KPSC-3 Question No. D(c)(l)(ii) 
Page 1 of 3 

Seelye KENTUCKY UTILITIES COMPANY 

Calculation Of Attachment Charges for CATV 

Pole Size Quantity Installed Cost 

Weiahted Averaae Bare Pole Cost as of 10/31/2009 

35‘ 
40’ 

93,558 
142,251 
235,809 

Average 
Installed Cost 

$ 17,458,914 $ 186.61 
78,741,981 
963,200,895 

553.54 
407.96 

- Three-User Poles 

40‘ 142,251 $ 78,741,981 $ 553.54 
45’ 63,914 48,216,502 754.40 

206;-165- ~~ - -4 26,958,484 --- -~ -__- 61 5.81 ~ ~ ~ _ _ ~ ~  - ~ - ~ ~- 

Estimated 
Number of Weighted 

Two-UseLPole Cost 

$407.96 x “1224 Usage Space Factor = $49.93 
$ 49.93 x .I 800 Annual Carrying Charge = $8.99 

Three-User Pole Cost 

$615.81 x .0759 Usage Space Factor = $46.74 
$ 46.74 x ~1800 Annual Carrying Charge = $8.41 

Weighted Total 

Weighted Average Monthly Cost 

Attachments cost 

30,517 $ 274,235 

1 18,345 995,461 

148,862 $ 1,269,695 

8.53 



Attachment to Response to KU KPSC-3 Question No. 3(c)(l)(ii) 
Page 2 of 3 

Seelye KENTUCKY UTILITIES COMPANY 

Calculation Of Annual Carrying Charge 

Proposed Rate of Return 
Depreciation - Sinking Fund 
Income Tax (1 ) 
Property Tax and Insurance 
Operation and Maintenance (Page 3) 

Total 

(1 ) Derived from rates of equity capital 

8.32% 
0.54% 
3.63% 
0.22% 
5.29% 

18.00% 

Capitalization Annual Composite 
Ratio Rate Rate 

-~ _ _  ~ _ _ ~ ~ _  - ~ ~-~~ ~ - ~ ~ _ _ _ _ _ ~  

Common 53.85% 11 .So% 6.19% 
Preferred 0.00% 
Total Equity 53.85% 

0.00% 0.00% 
6.19% 

Debt 46.1 5% 4.61 % 2.13% 
Total Capitalization 100.00% 8.32% 

Composite Federal and State Income Taxes rate = 36.93% 

Income Tax = (0.3693/(1-0.3693) x 0.0619 = 3.63% 



Attachment to Response to KU KPSC-3 Question No. 3(c)(l)(ii) 
Page 3 of 3 

KENTUCKY UTILITIES COMPANY 

Operation and Maintenance Expenses for 
the 12 Months Ended October 31,2009 

(1) Labor Charged to 593001- Maint of Poles, Towers 
and Fixtures Subaccount 
- Tree Trimming 

Total Labor 

Total Administrative and General Expenses 

$225,691 
635,116 - 

Seelye 

$860,808 

$71,018,516 

$77,056,654 

Assiclnment of a Portion of A & G ExDenses to Poles 

($860,808/$71,018,516) x $77,056,654 = $933,995 

ExDenses Assiqned to Poles ~~ - - ~ ~ ~ ~~ 

Maintenance of Poles, Towers, and Fixtures 
Subaccount 593001 

Tree Trimming of Electric Distribution 
Routes 593004 

A & G Expenses Assigned to Poles 
Total 

Adder to Annual Carrvincl Charqes for 0 & M ExDenses 

- $ 13,966,333 Expenses Assigned to Poles - 
264,000,387 Plant in Service - 364, 365, and 369 

Net Plant to Gross, Plant Ratio for Accounts 364.365 and 369 

$ 342,914 

12,689,424 
$933,995 

$ 13,966,333 

5.29% 

Gross Plant Depreciation Net Plant Net to Gross Ratio 
$ 566,433,038 $ 302,432,651 $ 264,000,387 46.608% 



Attachment to Response to KIJ KPSC-3 Question No. 3(c)(2) 
Page 1 of 3 

Seelye 
KENTUCKY UTILITIES COMPANY 

Calculation Of Attachment Charges for CATV 

Pole Size Quantity 

Weinhted Averaae Bare Pole Cost as of 10/31/2009 

35' 93,558 

235.809 
40' 142,251 

Three-User Poles 

40' 142,251 
45' 

-- ~ ~ ~ 

Two-User Pole Cost 

63,914 
206,165 

Average Net Gross Estimate of 
Installed Cost Installed Cost Factor for Net Installed 

Account 364 Cost 

17,458,914 $ 186.61 0.46607519 $ 86.97 
553.54 0.46607519 -- 257.99 

96,200,895 407.96 190 14 
78,741,981 - 

ti 78,741,gai $ 553.54 0.46607519 $ 257.99 
48,216,502 

126,958,484 
754.40 0.46607519 351.61 
615.81 431 59 

~ 

Estimated 
Number of Weighted 

~~ - -  ~-~~ ~ _ _ _ _ _ ~  
Attachments Cost 

$190.14 x .I224 Usage Space Factor = $23.27 
$ 23.27 x .2031 Annual Carrying Charge = $4.'73 30,517 $ 144,269 

Three-User Pole Cost 

$431.59 x .0759 Usage Space Factor = $32.76 
$ 32.76 x .2031 Annual Carrying Charge = $6.65 I I 8,345 787,480 

Weighted Total 

Weighted Average Monthly Cost 6.26 



Attachment to Response to KIJ KPSC-3 Question No. 3(c)(2) 
Page 2 of 3 

Seelye KENTUCKY UTILITIES COMPANY 

Calculation Of Annual Carrying Charge 

Proposed Rate of Retiirn 
Depreciation - Straight Line 
Income l a x  (1) 
Property Tax and Insurance 
Operation and Maintenance (Page 3) 

Total 

(1 ) Derived from rates of equity capital 

Capitalization Annual 
Ratio Rate 

8.32% 
2.86% 
3.63% 
0.22% 
5.29% 

20.31% 

Composite 
Rate 

Common 53.85% 11 50% 
Preferred 0.00% 0.00% 

Debt 46.15% 4.61% 
Total Equity 53.85% 

Total Capitalization 100.00% 

Composite Federal and State Income Taxes rate = 36.93% 

6.19% 
0.00% 
6.19% 
2.13% 
8.32% 

Income Tax = (0.3693/(1-0.3693) x 0,0619 = 3.63% 



Attachment to Response to KU KPSC-3 Question No. 3(c)(2) 
Page 3 of 3 

KENTUCKY UTILITIES COMPANY 

Operation and Maintenance Expenses for 
the 12 Months Ended October 31,2009 

(1) Labor Charged to 593001- Maint of Poles, Towers 
and Fixtures Subaccount 
- Tree Trimming 

Total Labor 

Total Administrative and General Expenses 

Assignment of a Portion of A & G Expenses to Poles 

($860,808/$71,018,516) x $77,056,654 = $933,995 

$225,691 
635,116 

Seelye 

$860,808 

$71,018,516 

$77,056,654 

Expenses Assigned to Poles 

Maintenance of Poles, Towers, and Fixtures 
Subaccount 59300 1 

Tree Trimming of Electric Distribution 
Routes 593004 

A & G Expenses Assigned to Poles 
Total 

Adder to Annual Carwing Charges for 0 & M Expenses 

- $ 13,966,333 Expenses Assigned to Poles - 
264,000,387 Plant in Service - 364 , 365, and 369 

Net Plant to Gross Plant Ratio for Accounts 364,365 and 36% 

$ 342,914 

12,689,424 
$933,995 

$ 13,966,333 

5.29% 

Gross Plant Depreciation Net Plant Net to Gross Ratio 
$ 566,433,038 $ 302,432,651 $ 264,000,387 46.608% 





Response to Question No. 4 
Page 1 of 2 

Conroy/Seelye 

KXNTIJCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 4 

Responding Witness: Robert M. ConroyWilliam Steven Seelye 

Q-4. Refer to the response to Item 2 of Staffs Second Request. For each of the average 
example customers to be served under the proposed Power Service Rate, provide the 
assumptions used in calculating the Average Usage for pricing the Summer and 
Winter demand charges and why each Average Demand under proposed rates is, 
different from the Average Demand in Summer and Winter under the current rates. 

-- ~ ~ 3'0 the extent-that-the change-in-Average-Usage-is attributable-to-factors other-than the 
addition of May as a summer month, explain fblly. 

- 

A-4. The demands used for responding to KPSC 2-2, were calculated for an average 
customer under both the present and proposed rates in the same way. 

Seelye Exhibit 7, Page 5 of 14, provides the billing for Power Service - Secondary 
customers. Demands used for responding to billing under the present rates are a 
simple arithmetic average for the year. 

9,233,086 kW / 99,144 Cust/Mos Billed = 93 kW 

Demands used for responding to billing under the proposed rates are a simple 
arithmetic average for each season. 

Summer 
Winter 

3,948,228 kW / ((99,144 Cust/Mos Billed/12)*5) = 96 kW 
5,284,858 kW / ((99,144 Cust/Mos Billed/12)*7) = 91 kW 

No difference was made for the seasons under the present rate because the charge was 
the same throughout the year and the comparison was for an annual billing. Had 96 
kW and 91 kW been used for the present rate billing the results would have been the 
same except for rounding. 

Seelye Exhibit 7, Page 4 of 14, provides the billing for Power Service - Primary 
customers. Demands used for responding to billing under the present rates are a 
simple arithmetic average for the year. 

3,843,533 kW / 5,121 Cust/Mos Billed = 751 kW 



Response to Question No. 4 
Page 2 of 2 

Conroy/Seelye 

Demands used for responding to billing under the proposed rates are a simple 
arithmetic average for each season. 

Summer 
Winter 

1,549,467 kW / ((5,121 Cust/Mos Rilled/12)*5) = 726 kW 
2,294,066 kW / ((5,121 CustMos Billed/12)*7) =I 768 kW 

No difference was made for the seasons under the present rate because the charge was 
the same throughout the year and the comparison was for an annual billing. Had 726 
kW and 768 kW been used for the present rate billing the results would have been the 
same except for rounding. 

To assist the Commission, please see the attachment provided on CD in the folder 
titled Question No. 4 for an electronic version of the attachment to KPSC 2-2 with 
formulas intact. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 5 

Responding Witness: Robert M. ConroyNViIIiarn Steven Seelye 

Q-5. Refer to the response to Item 3 of Staffs Second Request. For the average example 
customer to be served under the proposed Time-of-Day Secondary tariff, provide the 
assumptions used in calculating the Demand Charge Average Usage for Base, 
Intermediate, and Peak. 

A-5. The demands used for responding to KPSC 2-3, were calculated for an average 
customer-under both the present and-proposed rates in the same way. Seelye Exhibit 
7, Page 6 of 14, provides the billing for Time-of-Day Service - Secondary customers. 

___-- - ~ -- - ~ -  ~ _-_ 

Demands used for responding to billing under the proposed rates are a simple 
arithmetic average by each time period for the year. 

Base 372,242 kW I657 Cust/Mos Billed = 567 kW 
Intermediate 364,568 kW / 657 Cust/Mos Billed = 555 kW 
Peak 359,137 kW / 657 Cust/Mos Billed = 547 kW 

To assist the Commission, please see the attachment provided on CD in the folder 
titled Question No. 5 for an electronic version of the attachment to KPSC 2-3 with 
formulas intact. 





JCENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 6 

Responding Witness: Robert M. ConroyNilliam Steven Seelye 

Q-6. Refer to the response to Item 4 of Staffs Second Request. For the average example 
customer to be served under the proposed Time-of-Day Primary tariff, provide the 
assumptions used in calculating the Demand Charge Average Usage for Rase, 
Intermediate, and Peak. 

A-6. The demands used for responding to KPSC 3-4, were calculated for an average 
~ ~ -_customer_under_both-the present and proposed rates in the same way. Seelye Exhibit 

7, Page 7 of 14, provides the billing for Time-of-Day Service - Primary customers. 
These customers are comprised of two separate groups. 

The smaller customers are from the present TOD-Primary (including previously 
STOD Primary). Demands used for responding to billing under the proposed rates 
are a simple arithmetic average by each time period for the year. 

Base 234,477 kVA I 187 Cust/Mos Billed = 1,254 kVA 
Intermediate 229,643 kVA I 187 CustMos Billed = 1,228 kVA 
Peak 226,222 kVA / 187 Cust/Mos Billed = 1,2 10 kVA 

The larger customers are from the present LTOD-Primary (including previously LCI- 
TOD Primary and LMP-TOD Primary). Demands used for responding to billing 
under the proposed rates are a simple arithmetic average by each time period for the 
year. 

Rase 5,503,481 kVA / 494 CustMos Billed = 11,141 kVA 
Intermediate 5,390,021 kVA I 494 Cust/Mos Billed = 10,911 kVA 
Peak 5,309,73 1 kVA / 494 Cust/Mos Billed = 10,748 kVA 

To assist the Commission, please see the attachment provided on CD in the folder 
titled Question No. 6 for an electronic version of the attachment to KPSC 2-4 with 
formulas intact. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 7 

Responding Witness: Robert M. ConroyDVilliarn Steven Seelye 

Q-7. Refer to the response to Item 5 of Staffs Second Request. For the average example 
customer served under Retail Transmission Service tariff, provide the assumptions 
used in calculating the Demand Charge Average Usage for Base, Intermediate, and 
Peak. 

A-7. The demands used for responding to KPSC 2-5, were calculated for an average 
~ customer-under both the present -and proposed rates in the same way. Seelye Exhibit 

7, Page 8 of 14, provides the billing for Retail Transmission Service customers. 
_ _ ~  

~ 

Demands used far responding to billing under the proposed rates are a simple 
arithmetic average by each time period for the year. 

Base 3,244,084 kVA I364  Cust/Mos Billed = 8,912 kVA 
Intermediate 3,177,204 kVA / 364 Cust/Mos Billed = 8,729 kVA 
Peak 3,129,877 kVA / 364 Cust/Mos Billed = 8,599 kVA 

To assist the Commission, please see the attachment provided on CD in the folder 
titled Question No. 7 for an electronic version of the attachment to KPSC 2-5 with 
formulas intact. 





KENTUCKY IJTILITIES COMPANY 

CASE NO. 2009-00548 

Q-8. 

A-8. 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 8 

Responding Witness: William Steven Seelye 

Explain why the Base Demand Period Demand Charge is lowest in some of the Time- 
of-Day tariffs, and why the Intermediate Demand Period Demand Charge is lowest in 
some others. 

The rate design is structured in a manner such that (i) production and transmission 
demand costs are recovered through the Peak Demand Charge, Intermediate Demand 
- - ~  CharggandBase - Demand Charge, but --- (ii) ~ - -  distribution demand casts are recovered 
predominately through the base component of the rate. It is important to note that, 
consistent with both the current and proposed time-of-day rates, the Base Demand 
Charge is not an off-peak charge, but a charge applicable to the maximum monthly 
demand whenever the demand occurs. Because distribution facilities are installed to 
meet the customer's maximum demand, distribution demand-related costs are more 
properly recovered through the Base Demand Charge. The demand-related 
distribution unit costs of providing service to secondary voltage customers are higher 
than the demand-related unit costs of providing service to primary customers. One 
reason for this is that because primary voltage customers are responsible for any step- 
down transformation from primary to secondary voltage, utility-owned line 
transformers are not required to provide service to primary customers, resulting in 
lower unit costs. 

The level of the Base Demand Charge therefore depends on the applicable service 
voltage. The Base Demand Charge for secondary voltage service will thus be higher 
than the Base Demand Charge for primary voltage service, which will in turn be 
higher than the Base Charge for transmission voltage service. The recovery of costs 
associated with the secondary distribution system causes the Base Demand Charge to 
exceed the Intermediate Demand Charge for TOD-Secondarv. 





Response to Question No. 9 
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Cockerill 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 9 

Responding Witness: Butch Cockerill 

Q-9. Refer to the response to Item 10 of Staffs Second Request. KU states that “[tlhe 
change in language is to clarify the existing practice of requiring the customer to pay 
for each pulse received.” Attached to this data request is the Meter Pulse Cost 
Justification filed in KU’s most recent rate case, Case No. 2008-002s 1 .’ The cost 

~ justification-identifies-the-charge as-per-pulse per- meter-per- month; -however,-thetotal- 
cost of $531.13 was divided by 60 months resulting in $8.85. The charge was 
proposed and approved at $9.00. 

~ 

a. Since the total cost was divided by 60 months, explain why the resultant charge is 
a per pulse charge rather than a per month charge. 

b. The total was divided by 60 months as it appears that KU anticipated customers 
using this service would enter into five-year contracts. Does KU require 
customers using this service to enter into contracts? If yes, provide the length of 
the contract. 

c. Provide the number of customers currently using the meter pulse service. 

d. For customers using this service, provide the average number of meter pulses 
received per month. 

A-9. a. The charge of $9.00 is per month per set of installed pulse-generating equipment, 
not per pulse. To clarify the tariff language, KU now proposes to change the 
current tariff language, “$9.00 per month,” to “$9.00 per month per installed set 
of pulse-generating equipment,” not “$9.00 per pulse per month.” 

b. KTJ does not currently require a contract for this service, though it is preparing a 
contract which will be required. That document will deal primarily with the 
technical aspects of providing and receiving service. There will be no term of 
contract but it is anticipated there will be a provision for a thirty-day notice of 
termination. 

’ Case No. 2008-0025 1, Application of Kentucky Utilities Company for an Adjustment of Electric Base Rates 
(Ky. PSC Feb. 5,2009). 



Response to Question No. 9 
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Cockerill 

c. Currently 116 customers are using the meter pulse service. 

d. Pulses are proportional to the energy consumed and will vary from customer to 
customer. A customer, with one set of pulse providing equipment, may typically 
receive 500 to 1,500 pulses every 15 minutes during a 30 day month for which the 
customer would be charged $9.00 for the set of pulse providing equipment. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 10 

Responding Witness: William Steven Seelye 

Q-10. Refer to the response to Item 11 of Staffs Second Request. This response shows that 
the proposed changes to the Excess Facilities tariff results in an increase in revenue of 
$33,117. State where in the application this increase in revenue is reflected in the 
revenue requirement. 

A- 1 0. This increase was inadvertently omitted from miscellaneous revenue items shown at 
~ ~ ~ _ _ ~ _ _ _ ~ ~  ~ 

~ -~~ ---- the bottom of Seelye Exhibit ~~-~ 6. -~ 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 11 

Responding Witness: Paul W. Thompson 

0-1 1. Refer to the response to Item 20 of Staffs Second Request. Based on its current long- 
range planning, and assuming no existing generating units are retired, in what year do 
KU and its affiliate, Louisville Gas and Electric (“LG&E”) forecast the need for 
additional generating capacity? 

A- 1 1. Based on its current long-range plan, existing environmental regulations, and 
~~ assuming no existing-generating units %e - - ~  retired, additional - - generating _ _ ~  ~- ~ _ _  capacity ~ ~ ~~ will -~~ 

be needed in 20 16 to maintain a 14% reserve margin. 





KENTUCKY ‘IJTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 12 

Responding Witness: Paul W. Thompson 

Q-12. Refer to the response to Item 21 of Staffs Second Request, which states that it is 
difficult to calculate the full demand reduction due to KU’s and LG&E’s demand-side 
management (“DSM”) programs, but indicates that 103 Megawatts (“MW”) was the 
estimate associated with the companies’ Direct Load Control program. Reconcile the 
difficulty described in the response with the response to Item 20 of Staffs Second 
Request, which shows 225 MW as the estimated reduction in peak demand in 2010 

- 
~ -~ - -  _ _ ~  _ ~ _  -~ associated with DSM programs. -~ ~ ~~ 

A- 12. The estimate for the 225 MW reduction in 20 I0 is comprised of 177 MW from Direct 
Load Control (DLC), and 48 MW fiom non-DLC programs. The estimate achieved 
in 2009 was 103 MW from DLC and 32 MW from non-DLC programs, for a total of 
135 MW. Therefore the total DSM variance is 90 MW, 135 MW achieved in 2009 
compared to 225 MW estimated for 2010. The total variance of 90 MW consists of 
an estimated 35 MW difference due to temperature normalization (89 degrees in 2009 
vs. the “optimal” 97 degrees), and 55 MW that is targeted to be achieved through 
additional program efforts in 20 10. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 13 

Responding Witness: Paul W. Thompson 

Q-13. Refer to the response to Item 28 of Staffs Second Request, which shows that 
KU/LG&E’s Contingency Reserve Requirement (TRR) under the reserve sharing 
agreement with East Kentucky Power Cooperative, Inc. and the Tennessee Valley 
Authority was 201 MW on January I, 2010 and went to 233 MW on January 29, 
2010. Under the terms of this sharing agreement, how often is the CRR subject to 
change? 

A-13. Typically the Contingency Reserve Requirement (CRR) of the Parties is adjusted 
once a year based on the previous year’s load of each Balancing Authority (BA). 
However, the CRR may be adjusted more frequently when the Contingency Reserve 
Group’s parameters change. 

~ -~~~ - ~-~ - ~~~ ~ ~ ~ ~ _ _ ~ ~  ~ ~ ~ ~ _ ~ ~ ~ ~ _ ~ _  ~ ~ ~ ~ ~ -~ 

Parameters that can change are 1) the Most Severe Single Contingency of the group 
(a change in the rating of the largest contingency of the group - a generating unit or 
transmission facility), 2) a notable change in the load of a BA in the group (such as a 
new Load Serving Entity (LSE) joining or leaving a RA), or, 3) a change in 
deliverability of the transmission systems. 

The reason for the change from 201 MW to 233 MW was due to a discussion among 
the parties involved as to whether “gross” or “net” should be used for the largest 
contingency. Whereas “net” was being used in the calculation of the 201 MW, it was 
agreed by the parties to include the auxiliary load for each party’s share of the largest 
contingency, thus shifting to “gross”. With Trimble County Unit 1 having 32 MW of 
auxiliary load, the CRR went from 201 MW to 233 MW (201 MW -t- 32 MW). 





KENTUCKY IJTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 14 

Responding Witness: Robert M. Conroy 

Q-14. Refer to the response to Item 29.c. of Staffs Second Request. Explain whether KU 
agrees that the calculation included in the response provides greater accuracy than the 
calculation in Rives Reference Schedule 1.07. 

A-14, KU has consistently used the methodology initially accepted by the Commission. 
While either method is generally reasonable, KU agrees that the calculation provided 
in response- t o  _Item 29-c is _a mathematically more accurate result. Whichever 
methodology is determined appropriate, it should be consistently applied in future 
proceedings and not be subject to change depending an the end result. 



J 



KENTIJCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 15 

Responding Witness: Lonnie E. Bellar/Robert M. Conroy 

Q-15. Refer to the response to Item 32 of Staffs Second Request and Rives Reference 
Schedule 1.10. KU’s proposed adjustment to eliminate DSM revenues and expenses 
from the test year for ratemaking purposes has the effect of increasing its revenue 
requirements. Provide a detailed explanation for why the test-year electric DSM 
revenues, at $12.9 million, so greatly exceed the test-year electric DSM expenses of 
$7.5 million. 

~~ 
~~~-~ ~ ~ ~ ~ ~ ~ ~ ~ ~ _ ~ ~ _ ~  ~~ ~ ~ ~~ 

A- 15. The purpose of the adjustment contained in Reference Schedule 1.10 of Rives Exhibit 
1 is to remove the revenues and expenses associated with separate full-recovery cost 
trackers (Demand-Side Management Cost Recovery Mechanism) from the revenues 
and.expenses recorded on the books during the test year. Therefore, the adjustment 
removes the impact of the DSM mechanism and neither increases nor decreases the 
revenue requirement for determining base rates. 

Notwithstanding, the difference between the DSM revenues and DSM expenses is 
primarily the result of the timing difference between when the revenues are collected 
and when the expenditures are incurred. Any differences are reconciled and adjusted 
during the Annual DSM Mechanism Balancing Adjustment filed with the 
Commission. As it relates to the timing of expenditures within the test year ended 
October 3 1, 2009, the implementation of programs from KPSC Case No. 2007-003 19 
approved on March 31, 2008 extended through the first quarter of 2009 due to 
procurement and contractual issues with the various third-party service contractors 
and the hiring of Company personnel. This delay resulted in revenue collections out 
pacing expenditures. As previously stated, this has been resolved through both the 
2008 and 2009 Annual DSM Mechanism Balancing Adjustment. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 16 

Responding Witness: Valerie L. Scott 

Q-16. Refer to the response to Item 40.a. of Staffs Second Request. Carrying the 
calculations provided in the attachment to the response through in the manner done in 
Rives Reference Schedule 1.17 results in $22,37 1,024 in total annualized pension, 
post-retirement and post-employment expense per the 201 0 Mercer Study, $721,598 
less than the test-year expense. Confirm that the amount of this expense decrease will 
replace the total adjustment shown on line 3 of the reference schedule. 

~~~~~~ ~ - ~ ~~~ ~~~- ~-~ ~ - ~ - - ~ ~  ~ _ _ ~ ~  ~-~ ~ ~ 

A-16. See attached revised schedule, Theamount of the adjustment should be $741,598, 
times the jurisdictional factor, resulting in a net adjustment of $661,483. 



Attachment to Response to KU KPSC-3 Question No. 16 
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Scott 

KENTUCKY UTILITIES 

To Adjust Tor Pension, Post Retirement, and Post Employmenl 
For theTwelve Months Ended Oelober 31.2009 

Pension 

I Pension, Post Retirement and Post Employment expenses in test year $ 17.472.538 

2 Pension, Post Retirement, and Post Employment expenses annualized for 
201 0 Mercer Study - I7,141.212 

3 Total adjustment (Line 2 - Lme I )  $ (331.326) 

4 Kentucky Jurisdiction 

5 Kentucky Jurisdictional adjustment 

Post Retirement 

$ 5,189,047 

4,965.861 

S (223,186) 

Post Employment Total 

$ 451.037 $ 23.1 12,622 

263,951 22,371,024 

$ (187.086) $ (741,598) 

89.197% 

$ (661,483) 





KENTUCKY UTILITIES COMPANY 

Period Ending 0 - 30 Days 31 - 60 Days 
Oct-0% $66,102,262 $3,675,558 
Oct-08 $61,093,376 -- $3,641,353 

CASE NO. 2009-00548 

61 - 90 Days > 90 Days Total Open A/R 
$1,215,742 $2,968,563 $73,962,125 
$1,090,869 $416,442 $66,242,040 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 17 

Responding Witness: Valerie L. Scott 

4-17. Refer to the response to Item 48 of Staffs Second Request. 

a. It appears the bad debt factor has been somewhat volatile, with it changing more 
than 20 percent from 2006 to 2007 and from 2007 to 2008. Describe, generally, 
the factors that contribute to these changes. 

b. Per parts c. and d. of the response - provide, for the test year and the 12 months 
immediately preceding the test year, an end-of-period comparisonof the IeGl-of 
customer accounts receivable that were 30, 60 and 90 days old. 

~~~~ - - ~ ~  ~ - - ~  - - _ ~ _  

A- 17. a. The Company does not agree that the bad debt factor is volatile and considers the 
amount in the test period to be representative. The bad debt factor is computed by 
dividing net charge offs (charge offs less recoveries) by annual revenue. 
Consequently, this factor changes based on the variability of annual revenue and 
customers' payment practices. The underlying drivers behind these amounts 
include, but are not limited to, economic conditions, weather and fuel prices. 

b. Refer to table below. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 18 

Responding Witness: Butch Cockerill 

Q-18. Refer to KTJ’s response to Item 74 of Staffs Second Request and Item 1 of the 
Attorney General’s Initial Request for Information (“AG’s First Request”). The 
response to Item 74 states that an installment plan policy having greater specificity 
than that which is contained in the Customer Rill of Rights could limit KU’s ability to 
work out installment plan arrangements with customers. However, the response to 
Item 1 of the AG’s First Request, Attachment 1, page 1 of 1, indicates that KU has a 
policy - for - - ~ ~ - ~ ~ ~ _ ~  installment plans. Provide a copy of this plan. 

A-1 8. Please see attached. 



Attachment to Response to KU KPSC-3 Question No. 18 
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Cockerill 
Policy for Installment Plans "Revised 10-2007, 1 1-2009 

A. 

BI 

C. 

D. 

E. 

Overview 

The Company is obligated, per PSC regulations, to work with customers 
experiencing problems in payment of their utility bill, and to amve at a mutually 
agreeable credit arrangement. The guiding philosophy in negotiating an installment 
plan is to collect as much as possible up front and amortize the balance over as 
short a time period as possible. HEA commitments should be handled similar to 
confirmed assistance vouchers in that payment arrangement should be made on the 
balance less the HEA commitment amount. 

Installment plans may be negotiated with any responsible party listed on the 
account. We assume we are dealing with a responsible party if the contact can 
provide the account number, and /or the account name, and lor the social security 
number of the customer of record as referenced in the Customer Identification 
policy. 

Definitiions ~ 

NIA 

Applicability 

See Kentucky Public Service Commission Regulation 807 KAR 5906. General 
Rules, Section 13, Subsection (2) 

SERVICE MEMBERS CIVIL RELIEF ACT 

Service Members Civil Relief Act covers installment contracts for personal 
property. If a service member makes a payment under the installment contract 
before starting active duty, the contract cannot be terminated for nonpayment once 
the service member starts active duty. Service should not be discontinued for 
failure to make payments on the payment plan. This could also apply to budget 
billing depending on timing. 

Terms of the Installment Plan Policy 

The following guidelines should be used when negotiating an installment plan. 
Installment plans for residential customers should be established by determining the 
largest amount of the delinquent balance the customer can pay at the time the 
installment plan is established. 



Attachment to Response to KU KPSC-3 Question No. 18 
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Cockerill 

Customers should be strongly encouraged to make some “good faith” 
payment towards their arrears when negotiating arrangements. 
Only in extreme Circumstances should a new installment plan be 
negotiated if the prior installment plan is in default. 
Customers should be limited to no more than three to six billing periods 
for collecting the balance. 
The roll in of budget arrears should be carefully examined, prior to 
agreeing to including this in the installment plan.. 

These terns are subject to limitations during winter months as ordered by the Public 
Service Commission which are discussed in detail in Section 7, “Special 
Circumstances.” 

Thirty (30) Day Partial Pavments 

The Kentucky PSC states that any partial payment plan extending beyond 30 days 
inU3 bedocumented in writing, with- the custolmer’s signature. 

Partial Payment Plans for KU, ODP and L,G&E made in the Business Offices: 
e Customer Reps will complete PPP and have the customer sign while 

present. Customer should be provided with a copy of the signed 
agreement. 

Partial Payment Plans for KU, and ODP made through the Call Center: 
Customer Reps will complete the PPP, mail it to the customer for their 
signature, along with a return envelope. 

Partial Payment Plans for LG&E made through the Call Center: 
Customer Reps will complete the PPP. Each Monday an Adhoc report will 
run sending out the agreement with a return envelope for the customer’s 
signature. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 19 

Responding Witness: Chris HermannNVilliam Steven Seelye 

Q-19. Refer to the response to Item 82 of Staffs Second Request, which discusses the effect 
of the proposal to bill primary voltage customers on a kVA basis rather than a kW 
basis. The response states that, with everything else being equal, a customer with a 
lower than average power factor would experience a relatively larger increase as a 
result of the proposal. 

a. For an avelage-primary- service customer served _ - ~  under each applicable ~- _ _ ~ _  rate ~ _ _ _ ~  class, 
with all billing factors other than power factor constant, provide the billing 
calculations (two calculations for each rate class) showing power factors at the 
extreme high and extreme low that KU has observed, or believes attainable under 
the rates. Include the percentage increases for both rate classes for each 
calculation. 

b. K1.J states that customers with low load factors will likely determine it is less 
costly to install capacitor banks than continue to pay higher demand charges as a 
result of maintaining low power factors. Explain whether KU believes this 
conclusion should be intuitive to the customer, or if it would expect to notify the 
customer of the alternative. 

A-19. a. See attached. 

b. KU believes that for most if not all customers served under TOD-P it will be 
obvious to these customers that their power factors can be improved by installing 
capacitor banks. Customers eligible for this rate are already served on a power 
factor correction rate, and therefore are already familiar with the power factor 
correction concept. This rate is applicable to customers with demands of at least 
250 KVA, and many customers served under this rate have demands far in excess 
of this level. Therefore, these are not small customers, but are among the largest 
customers on KU’s system. Many of these customers have electrical engineers on 
their staff with responsibilities for managing their energy facilities and energy 
costs. Furthermore, customers under these rates are assigned account executives 
who regularly communicate with most of the customers served under TOD-P. All 
of the account executives at KU are aware of this change and many have already 
had discussions with a number of primary voltage customers who would be 
affected by the change. The Company’s account executives will provide notice to 
customers on their options for improving power factor. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 20 

Responding Witness: Lonnie E. Bellar 

4-20, Refer to the response to Item 86 of Staffs Second Request. Have the proposed 
changes to the curtailable service riders been part of the ‘Various aspects of the 
filing” that have been discussed? If so, provide details of the discussion and the 
customers’ reactions and responses. 

A-20. Yes. K1J has had general discussions with one current CSR customer since the filing 
thr-ough the normal course of account relationships. The feedback received was that 
while certain attributes of the proposed CSR were beneficial, such as the increased 
amount of the credit, other attributes required their further evaluation, such as the 
increase in the number of hours of curtailment (including the proposed 400 hours of 
buy-through interruption). 

- - _ _  ~~~- ~ _ _  ~ - - ~ ~  - -~ 





KENTUCKY UTIIJITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 21 

Responding Witness: William Steven Seelye 

4-21. Refer to the response to Item 89.b. of Staffs Second Request. K U  states that the 
currently approved Excess Facilities charges were determined using a different 
methodology than that used in the present case. Provide the reason for the change in 
methodology. 

A-21. The methodology was changed to address a problem with the current approach. 
Under the current Excess Facilities Rider, customers are responsible for the cost of 
replacing the facilities in the event that the facilities fail. The Company is responsible 
for performing operation and maintenance on the facilities. The problem that could 
occur under the current Excess Facilities Rider is that in the event of a failure of the 
facilities a customer could claim that the Company had not adequately operated or 
maintained the facilities. Although this scenario has not occurred, the Company 
determined that the current approach creates too many avenues for disputes. Under 
the revised Excess Facilities Rider, the Company will continue to be responsible for 
operating and maintaining the facilities and the customer will be relieved of the 
responsibility for replacing the facilities in the event of a failure. This change should 
reduce the potential for disputes under the tariff. However, this modification also 
necessitates that a replacement component be included in the carrying charge 
calculation for the rate. Therefore, in addition to the carrying costs on the cost of the 
original equipment, a depreciation and cost of capital component is also included to 
capture the effect of an Iowa-type replacement dispersion related to the cost of 
replacement. This is the only change to the methodology. This approach has been 
approved by the Virginia State Corporation Commission for KU/ODP and a number 
of other utilities in Virginia. 

_ _ _ _ ~  - _ ~ _ _ _ _ _ _ _ _ _ _ _  ~ 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 22 

Responding Witness: William Steven Seelye 

Q-22. Refer to the response to Item 93 of Staffs Second Request. The response to each 
subpart provides a narrative explanation for the item as requested. For each subpart, 
provide the calculations described in the response. 

A-22. See attached, pages 1 and 2 for the calculation of the investment per unit as presented 
in Seelye Exhibit 4. 

~ ____-__ ~ ~ ~ _ _ _ _ _ _ _ _ ~ -  - ~ _ ~ ~  ~~~_~ ~ - ~ _ _  ~ -~ 

See attached, page 3 for the calculation of the fixed charge rate as presented in Seelye 
Exhibit 4. 

See table below for the calculation of the operation and maintenance as presented in 
Seelye Exhibit 4: 

75 Watt 100 Watt 200 Watt 400 Watt 
5,800 Lumen 9,500 Lumen 22,000 Lumen 50,000 L,umen 
Directional Directional Directional Directional 

HPS HPS HPS HPS 

Bulb cost $ 8.59 $ 8.93 $ 19.43 $ 19.43 

Photocell cost $ 4.09 $ 3.15 $ 3.15 $ 3.15 

L,abor rate $3 1 hour $3 1 hour $3 1 hour $3 1 hour 

Total labor cost, 2-staff crew 
once every six years $ 10.33 $ 10.33 $ 10.33 $ 10.33 

Total Operation & Maintenance 
once every six years $ 12.45 $ 12.35 $ 14.10 $ 14.10 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 23 

Responding Witness: William Steven Seelye 

4-23. Refer to the response to Item 94.c. of Staffs Second Request, page 2 of 2 and the 
application, Volume 5, Seelye Exhibit 7. 

a. This table shows that the Curtailable Service Rider (‘CSR) is recorded in Account 
442, Commercial and Industrial Sales. State where in Seelye Exhibit 7 the credits 
for the CSR are shown for the applicable rate classes. 

b. This table shows that Net Metering Service is recorded in Account 440, 
Residential Sales, and 445, Other Sales to Public Authorities. State where in 
Seelye Exhibit 7, the credits for Net Metering Service are shown for the 
applicable rate classes. 

-- ~~ _ _  -~ 

c. This table shows that Redundant Capacity is recorded in Account 445, Other 
Sales to Public Authorities. State where in Seelye Exhibit 7 the charges for 
Redundant Capacity are shown for the applicable rate classes. 

d. This table shows that Green Energy is recorded in Account 456, Other Electric 
Revenue. State the amount of Green Energy recorded in Account 456 for the test 
year. 

A-23. a. The credits for the CSR are shown on the summary provided in Seelye Exhibit 6, 
but are not shown in the detail provided in Seelye Exhibit 7. On Seelye Exhibit 6, 
the current credits are shown on page 1, and the impact of the proposed credits is 
shown on page 2. For the details of the change in the CSR credits, see the folder 
titled Question No. 250 on the CD provided in response to AG 1-250. 

b. KU’s residential and general service customers on the net metering tariff are 
billed on the basis of net electric energy consumed. Therefore, there are no 
credits to be shown in Seelye Exhibit 7; the net electric energy consumed is 
included in the Total kWh column for the applicable rate classes. 

c. Redundant capacity charges are not reflected on Seelye Exhibit 7. During the test 
year, the total redundant capacity revenues for KU were approximately $43,000. 
The increase in redundant capacity revenues would be approximately $4,730. 

d. The amount of Green Energy recorded in Account 456 is $1 1,287 for the test year 
which is offset by a corresponding expense. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 24 

Responding Witness: William Steven Seelye 

Q-24. Refer to the response to Item 95.a of Staffs Second Request, page 1 of 2. The 
response states that, ‘‘[tlhe proposed ‘Minimum Energy’ revenues are calculated using 
a ratio of current demand and energy revenues to proposed demand and energy 
revenues. These calculations are performed on Seelye Exhibit 7.” In the electronic 
copy of Exhibit 7 filed in response to Item 77 of Staffs Second Request, the cells for 
the proposed minimum energy include only amounts, not formulas. Provide the 
formula usqd-for each rate class ~ for the proposed minimum - energy. -~ 

A-24. It has come to Mr. Seelye’s attention that for a number of rate schedules the values 
included in the proposed revenues for Minimum Energy are incorrect. The amounts 
have been corrected in the spreadsheet provided in response to Question No. 1. The 
formulas are also included in the spreadsheet. Please see the spreadsheet tab labeled 
“Proposed Revenue Detail”. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 25 

Responding Witness: William Steven Seelye 

Q-25. Refer to the response to Item 102.d.(2) of Staffs Second Request, page 2 of 2. KU 
states that the year-end customer numbers in the cost-of-service study for rate classes 
PS, TOD, and RTS should have corresponded to the customer numbers on Seelye 
Exhibit 16. If this correction was made, state whether it would change the results of 
the cost-of-service study. If so, provide the updated results. 

A-25. The-change willL&ffgt the results of the cast of service study. ~ - ~ - - ~ _ _ ~ - ~  The revised - ~ _ _  cost of 
service model is included on the attached CD in the folder titled Question No. 25. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 26 

Responding Witness: Shannon L. Charnas 

Q-26. Refer to the attachment to the response to Item 108 of Staffs Second Request. 

a. Provide a detailed explanation for the increase in maintenance contract expenses 
from $7.2 million in 2006 to the $17.8 million incurred during the test year. 

b. Provide-a-detailed-explanation for the decrease in temporar-y-legal-fees-shown for 
2008, $8.6 million, to the amount shown for the test year, $3.8 million. 

A-26. a. In responding to this question, it was determined that some vendors were 
categorized inconsistently in 2006 and 2007. This difference in the way the 
vendors were categorized contributed to the large variance between 2006 and the 
test year. The attached spreadsheet includes revised information for 2006 and 
2007, including a variance explanation of the significant differences between the 
revised 2006 amounts and the test year amounts. The variance explanation for the 
difference between the original 2006 amounts and the revised 2006 amounts is 
that certain vendors that were categorized in “maintenance contracts” in 2008 and 
2009, were categorized in “other” or “storm damage” in 2006 and 2007. The 
recategorization of these vendors results in a more accurate representation of the 
maintenance contract costs in those years. 

See attached. 

b. The Temporary Legal category includes all legal expenses. The Company is not 
able to segregate temporary from total legal expenses. 

In 2008, KU was a party to a significant contract dispute with Owensboro 
Municipal IJtilities which resulted in significant litigation activity, including a 
trial. Following the trial, the parties entered into a confidential settlement 
agreement which resolved the matter, with no appeals, and the litigation ended in 
early 2009. 

In a separate environmental matter, the U.S. EPA issued notices of violation dated 
April 26 and December 6,2006 alleging that KU had undertaken modifications on 
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Brown Unit 3 in violation of the New Source ReviewRrevention of Significant 
Deterioration regulations and had violated conditions of its air permit. On March 
12, 2007, the United States filed a complaint in U.S. District Court alleging the 
same violations. A tentative settlement with the government was reached in 
December 2008. A consent decree resolving the matter was entered by the Court 
on March 17, 2009. 

The activity in these two matters prior to the test year primarily accounts for the 
reduction in legal fees shown for the test year ending October 3 1,2009. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 27 

Responding Witness: William Steven Seelye 

Q-27. Refer to the response to Item 11 of Staffs Second Request in Case No. 2009-005492 
and tariff sheet P.S.C. 14, Original Sheet No. 40, in Volume 1 of KU’s application. 
The language under the heading Rental Charge Adjustment was initially accepted 
pursuant to the Commission’s decision in Administrative Case No. 25 1 , 3  Explain 
whether KIJ was aware that, since 2000, as reflected by the proceedings in Case No. 
2000-00359,4 the Commission has held that CATV attachment charges are not 
nonrecurring _ _ ~ _ ~ _ _ _ _ ~ ~ ~  charges _ and, as such, may only be adjusted via an application filed 
under 807 KAR 5:001 , Section 10, General Rate Applications. 

A-27. The Company was not aware of the Commission’s Order regarding Cumberland 
Valley Electric Inc. in Case No. 2000-00359. Therefore, the Company proposes to 
delete the “Attachment Charge Adjustment” section and the annual adjustment 
provision in the “Attachment Charge” section of the rate schedule. 

-. _- 
’ Case No. 2009-00549, Application of Louisville Gas and Electric Company for an Adjustment of Electric and 
Gas Base Rates, filed Mar. 15,2010. 

Administrative Case No. 251, The Adoption of a Standard Methodology for Establishing Rates for Cable 
Television Pole Attachments (Ky. PSC Sept. 17, 1982). 

Case No. 2000-00359, Application of Cumberland Valley Electric Inc. to Adjust its Rates (Ky. PSC Feb. 26, 

3 

2001). 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 28 

Responding Witness: Butch Cockerill 

Q-28. Refer to the response to Item 10 of the AG’s First Request. To what does KU 
attribute the highest level of complaints experienced in January 2008 and February 
2009? 

A-28, The January 2008 spike in complaints was primarily from customers in the eastern 
Kentucky area. Our review of these complaints found the causes were related to high 
bills resulting -from. a- number of factors, such as colder - ~ _ _ - ~ -  weather, increased 
consumption, and higher fuel costs. The increase in February 2009 was related to the 
historic outages associated with the 2009 Ice Storm. 





IUCNTUCKY UTILITIES COMPANY 

CASE NO. 2009-00548 

Response to Third Data Request of Commission Staff 
Dated March 26,2010 

Question No. 29 

Responding Witness: Butch Cockerill 

4-29, Refer to the response to Item 11 of the AG’s First Request. What are the restrictions 
on the FLEX program, and what are the eligibility requirements? 

A-29. The restrictions and eligibility requirements for the FLEX program are: 

1. Must be a residential customer who received monthly income check, such as 
~ social ~~~~~~ security or similar government payments, about same time each month; 

2. Historically a good paying customer who cannot pay their bill by the “original” 
due date but could pay the amount if the date were extended to a point in time 
after receive monthly income check; and 

3. Will face this situation every month for the foreseeable future. 

For additional information on this program, see attached. 
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L,ouisville Gas and Electric Company 

Kentucky Utilities Company 

Alternate Due Date Proposal 
December 10,2009 

Objective 

To allow residential customers who indicate that they are on a limited income an option, 
at the Companies‘ discretion, to receive a payment due date that more closely coincides 
with the receipt of their monthly income check. 

- Provide customers an alternate due date option to avoid L,ate Payment Charge 
- Minimize issuance of disconnection notice (brown bill) to these customers 

Proposal 

Provide an option that would allow-a customer the option-of havingan alternate payment 
term, permitting 28 days in each billing cycle for the customer to pay. 

In short, the alternate payment term option would move the due date from the current 12 
days from the issuance of the invoice (as provided under the Companies’ tariffs) to 28 
days from invoicing (effectively extending their original due date by I6 days). 

The balance of invoicing and dunning procedures (brown bill, disconnect orders, I ,ate 
Payment Charges, etc.) would remain unchanged. If applicable, a Late Payment Charge 
would be applied 3 1 days from the issuance of the bill. 

Eligibility & Requirements 

1 ~ Customer may be eligible if Customer is on a Residential Rate and if Customer 
indicates to Company that Customer 

1 I 1 . Cannot pay the amount due by the “original” due date, gncJ 

1.2. Could ordinarily pay the amount due if the date were extended to a point in 
time after receipt of a monthly check (including but not limited to Social 
Security or similar governmental payments), gmJ 

1.3. Will face this situation every month for the foreseeable future (i.e. not a one- 
time incident but a recurrent monthly issue) 

2. Company may review Customer payment history to determine eligibility. 

3. Company may require Customer to provide some form of verification of cligibility. 

1 
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4. Company may deny Customer participation for good cause. 

We will defer to the company without demanding their guidelines or 
policies. However, if the customer is denied access to the program and 
contacts the AG or the PSC, the company will make a good faith 
commitment to work with us. 

5 .  Company may remove Customer from participation if customer fails to tnake timely 
payments. 

The credit history before the program was implemented, on or about April 
1,2009, will be used. Moreover, and again, the company will work with 
the PSC and the AG if there is a dispute if the customer complains to 
either of us. 

6. Initial Participation will be offered to 

6.1. Customers who participated in the LG&E Select Due Date or Extendicare 
program 

6.2. Customers who contacted LG&E, KU, Kentucky PSC Consumer Affairs, or 
Office of the Attorney General regarding this issue. 

The company will contact all prior participants by way of an initial 
telephone call but will also ultimately use a letter. 

Moreover, if future indj,viduals are eligible, they may likewise contact 
LG&E and K1.J for participation. However, paragraph 7 will apply to 
participation. 

7. Company reserves the right to monitor this offering and to revisit this issue in a future 
proceeding before the Commission, including customer issues and cost recovery 
issues, if appropriate. One trigger for such revisiting shall be if participation in either 
the I,G&E or the K U  offering reaches 10,000 Customers. 

8 Company will provide refunds to I,G&E Customers who participated in the Select 
Due Date or Extendicare programs for any L,ate Payment Charges incurred during the 
period between April 1, 2009 and the implementation ofthis offering. 

2 
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9. Company will not formalize this offering in a filed tariff. Promotion of any kind 
should be aimed at inviting Customers to contact LG&E or KTJ to inquire about 
which Company offerings are available to assist them given their unique 
circumstances. 

This document shall be filed with the Commission and serve to 
memorialize this agreement. 

3 


