
Jeff DeRouen, Executive Director 
Public Service Commission of Kentucky 
2 11 Sower Boulevard 
P. 0. Box 615 
Frankfort, Kentucky 40602 

July 25,201 1 

RE: In the Matter ofi The Application of Louisville Gus and Electric 
Company for Certijicntes of Public Convenience and Necessity and 
Approval of Its 2011 Coniplinnce Plan for Recovery by Environmental 
Surcltarge - Case No. 2011-00162 

Dear Mr. DeRouen: 

Enclosed please find an original and fifteen (15) copies of Louisville Gas and 
Electric Company’s (L,G&E) response to the Kentucky Industrial Utility 
Customers, Inc. (KIIJC) First Set of Data Requests dated July 12, 201 1 , in the 
above-referenced matter. 

The verification page for Gary H. Revlett is being filed under a separate cover 
letter. 

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

Sincerely, 

Louisville Gas and 
Electric Company 
State Regulation and Rates 
220 West Main Street 
P.O. Box 32010 
Louisville, Kentucky 40232 
wwwke-ki.t.com 

Robert M. Conroy 
Director - Rates 
T 502-627-3324 
F 502-627-3213 
robert.conroy@lge-ku.com 

LJ Robert M. Conroy 

cc: Parties of Record 

http://wwwke-ki.t.com
mailto:robert.conroy@lge-ku.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF LOUISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY 1 
AND APPROVAL OF ITS 2011 COMPLIANCE ) CASE NO. 2011-00162 
PLAN FOR RECOVERY BY ENVIRONMENTAL 
SURCHARGE 1 

) 

) 

LOUISVILLE GAS AND ELECTRIC COMPANY 

RESPONSE TO THE 
KENTUCKY INDUSTRIAL UTILITY CUSTOMER’S, INC. (KIUC) 

FIRST SET OF DATA REQUESTS 

DATED JULY 12,2011 

FILED: JULY 25,2011 



VERIFICATION 

C O ~ ~ O N ~ E A ~ T ~  OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Daniel K. Arbough, being duly s' rorn, de oses a d says that 

he is Treasurer for Louisville Gas and Electric Company and an employee of LG&E and 

KU Services Company, 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. 

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

and State, this J,Jul day of Q 2011. 
!'i c) 

f A 7 A  (SEAL) 
Notary Public 



COMMONWEALTH OF 
) SS: 

CO1 JNTV OF JEFFERSON 1 

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

she is Director - Accounting and Regulatory Reporting for LG&E and KTJ Services 

Company, a id  that she has personal lmowledge of the matters set forth in the responses 

for which she is identified as the witness, arid the answers contained therein are true and 

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

.i 

Shannon L. Charnas 

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

and State, this $&'d1 day of 201 1. 

h ? / J T  p. %. QL, (SEAL) 
No&-y Public / /) 

My Cornmission Expires: 

ALYb0JQ, 'i L m y  



COMMONWEA 
) ss: 

COUNTY OF JEFFERSON ) 

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

is Director - Rates for LG&E and KIJ Services Company, aiid that he has personal 

lmowledge of the matters set forth in the responses for which he is identified as the 

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

information, knowledge aiid belief. 

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

aiid State, this 2Jd day of \d5, 201 1. 

(SEAL) 
Notary Public 



VERIFICATION 

COMMONWEALT OF KENTUCKY ) 
) ss: 

COUNTY OF Jl3FFERSON ) 

The undersigned, Ronald 1,. Miller, being duly sworn, deposes and says that lie 

is Director - Corporate Tax for LG&E and I W  Services Company, and that he has 

personal knowledge of the matters set foi-tli in the responses for which he is identified as 

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

information, knowledge and belief. 

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

and State, this G? I day of 201 1. 

13 

(SEAL) 
Notary Public 

My Commission Expires: 

/-lLY*9J* 9 ,  2li/c/ 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Charles R. Schram, being duly swoiii, deposes and says that 

he is Director - Energy Planning, Analysis and Forecasting for L,G&E and KU Services 

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

which he is identified as the witness, arid the answers contained therein are true arid 

correct to the best of his information, lunowledge and belief. 

Charles R. Schram 

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

and State, this Jad day of 2011. 

(SEAL) 
Notary Public 1) 0 d J  

My Commission Expires: 

/)l.%:.?lJ%z 9 ,  2CI 1/ 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 201 1-00162 

Question No. 1 

Witness: Robert M. Conroy 

Q-1, Refer to Conroy Exhibit RMC-5. Please provide an electronic version of this exhibit 
with all formulas intact. 

A- 1. Please see the response to KPSC Question No. 49. 





LOUISVILLE GAS AN ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 2 

Witness: Robert M. Conroy 

Q-2. Refer to Canroy Exhibit RMC-5 pages 5, 6,  8, 9, and 10. Please separate the amounts 
shown on the CapEx line item on each of these pages into the cost of removal on existing 
plant and the construction expenditures on new plant. Please provide the Company’s 
support for the amounts provided in response to this request. 

A-2. Cost of removal of existing plant is not included in the amounts shown on the CapEx line 
items. The cost included on the CapEx line is the construction expenditures associated 
with new plant. 





LOIJISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,201 1 

Case No. 2011-00162 

Question No. 3 

Witness: Shannon L. Charnas 

4-3. Please confirm that cost of removal is included in the Company’s approved depreciation 
rates. Please provide a copy of the most recent depreciation study and identify the pages 
of the study that demonstrate cost of removal is included in the Company’s approved 
depreciation rates. 

A-3. Yes, cost of removal is included in the Company’s approved depreciation rates. LG&E’s 
current depreciation rates were approved in Case No. 2008 - 00252 by a settlement order 
dated February 5 ,  2009. Exhibit 8 to the settlement agreement is a schedule of the 
Company’s depreciation rates to which the parties agreed and which the Commission 
approved. Exhibit 8 provided the composite rates by plant account. See the attached 
schedule, which also shows the approved composite rates and the individual components 
of life, cost of removal and salvage. 



Attachment to Response to KIUC Question No. 3 
Page 1 of 9 

Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL Life COR Salvage 

Property Group Rates Rates Rates Rates 

ELECTRIC PLANT 
Intangible Plant 
Steam Production Plant 
310.20 Land 
3 1 I .OO Structures and Improvements 

01 12 Cane Run Unit 1 
0121 Cane Run Unit 2 
01 3 1 Cane Run Unit 3 
0141 Cane Run Unit 4 
01 42 Cane Run Unit 4 FGD 
0151 CaneRunUnit5 
0152 Cane Run Ilnit 5 FGD 
0161 Cane Run Unit 6 
0162 Cane Run Unit 6 FGD 
021 1 Mill Creek Unit 1 
0212 Mill Creek Unit 1 FGD 
0221 Mill Creek Unit 2 
0222 Mill Creek Unit 2 FGD 
023 1 Mill Creek Unit 3 
0232 Mill Creel Unit 3 FGD 
0241 Mill Creek Unit 4 
0242 Mill Creek Unit 4 FGD 
031 1 Trimble County Unit 1 
03 1 1 TC Cooling Tower (hyperbolic) PHFU 105 
03 12 Trimble County Unit 1 FGD 
0321 Trimble County Unit 2 
0322 Trimble County Unit 2 FGD 

3 1 1 .  I O  Capital Leased Property 
0161 Cane Run Unit 6 
0241 Mill Creek Unit 4 

0.00% 

0.00% 

0.00% 
0.00% 
0.00% 
1.14% 
0.95% 
1.92% 
1.56% 
2.13% 
2.04% 
1.64% 
1.65% 
1.42% 
1.81% 
1.51% 
1.47% 
1.85% 
1.76% 
2.08% 
2.10% 
2.28% 
2. IO% 
2.10% 

2.13% 
1.85% 

0.00% 

0.00% 

0.00% 
0.00% 
0.00% 
1.02% 
0.77% 
1.75% 
1.38% 
1.90% 
1.81% 
1.44% 
1.46% 
1.22% 
1.59% 
1.36% 
1.34% 
1.70% 
1.61% 
1.74% 
1 .go% 
1.94% 
I .90% 
1.90% 

1.90% 
1.70% 

0.00% 

0.00% 

0.00% 
0.00% 
0.00% 
0.12% 
0.18% 
0.17% 
0.18% 
0.23% 
0.23% 
0.20% 
0.19% 
0.20% 
0.22% 
0.15% 
0.13% 
0.15% 
0.15% 
0.34% 
0.20% 
0.34% 
0.20% 
0.20% 

0.23% 
0.15% 

0.00% 

0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 



Attachment to Response to KIUC Question No. 3 
Page 2 of 9 

Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL Life COR Salvage 

Property Group Rates Rates Rates Rates 

3 12.00 Boiler Plant Equipment 
0103 Cane Run Locomotive 
0104 Cane Run Rail Cars 
01 12 Cane Run Unit 1 
0121 Cane Run Unit 2 
0131 Cane Run Unit 3 
0141 Cane Run Unit 4 
0142 Cane Run Unit 4 FGD 
0151 Cane Run IJnit 5 
0152 Cane Run IJnit 5 FGD 
0161 Cane Run Unit 6 
0162 Cane Run Unit 6 FGD 
0203 Mill Creek Locomotive 
0204 Mill Creek Rail Cars 
021 1 Mill Creek Unit 1 
0212 Mill Creek Unit 1 FGD 
0221 Mill Creek Unit 2 
0222 Mill Creek Unit 2 FGD 
0231 Mill Creek Unit 3 
0232 Mill Creel IJnit 3 FGD 
0241 Mill Creek Unit 4 
0242 Mill Creek Unit 4 FGD 
03 1 1 Trimble County Unit 1 
03 1 1 TC Cooling Tower (hyperbolic) PHFU 105 
0312 Trimble County Unit I FGD 
0321 Trimble County Unit 2 
0322 Trimble County Unit 2 FGD 

. 

3 14.00 Turbogenerator Units 
01 12 Cane Run Unit 1 
0 12 1 Cane Run Unit 2 
0131 Cane Run Unit 3 
0141 Cane Run Unit 4 
01 5 1 Cane Run IJnit 5 
0 16 1 Cane Run IJnit 6 
021 1 Mill Creek IJnit 1 
0221 Mill Creek Unit 2 
0231 Mill Creek IJnit 3 
0241 Mill Creek Unit 4 
031 1 TC Cooling Tower (hyperbolic) PHFIJ 105 
03 1 1 Trimble County Unit 1 
0321 Trimble County IJnit 2 

2.67% 
3.14% 
0.00% 
0.00% 
0.00% 
5.88% 
4.93% 
6.11% 
4.07% 
5.19% 
4.46% 
2.90% 
3.13% 
4.24% 
4.50% 
4.70% 
4.28% 
3.87% 
3.85% 
3.85% 
3.71% 
3.62% 
4.28% 
3.62% 
4.28% 
4.28% 

0.00% 
0.00% 
0.00% 
3.09% 
2.22% 
3.29% 
2.15% 
2.46% 
2.15% 
2.29% 
2.78% 
2.48% 
2.78% 

3.07% 
3.66% 
0.00% 
0.00% 
0.00% 
4.46% 
4.05% 
5.09% 
3.02% 
4.16% 
3.94% 
3.28% 
3.65% 
3.21% 
3.47% 
3.73% 
3.34% 
2.92% 
2.95% 
2.95% 
2.90% 
2.81% 
2.85% 
2.8 I % 
2.85% 
2.85% 

0.00% 
0.00% 
0.00% 
2.29% 
1.63% 
2.80% 
1.71% 
2.04% 
1.80% 
2.06% 
2.33% 
2.28% 
2.33% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
1.60% 
1.05% 
1.24% 
1.18% 
1.18% 
0.65% 
0.00% 
0.00% 
1.16% 
1.17% 
1.11% 
1.07% 
1 .O6% 
1.01% 
1.01% 
0.91% 
0.91% 
1.59% 
0.91% 
1.59% 
1.59% 

0.00% 
0.00% 
0.00% 
0.98% 
0.72% 
0.69% 
0.56% 
0.56% 
0.48% 
0.38% 
0.50% 
0.37% 
0.50% 

-0.40% 
-0.52% 
0.00% 
0.00% 
0.00% 
-0.18% 
-0.17% 
-0.22% 
-0.13% 
-0.15% 
-0.13% 
-0.38% 
-0.52% 
-0.13% 
-0.14% 
-0.14% 
-0.13% 
-0.1 1% 
-0.11% 
-0.1 1 Yo 
-0.10% 
-0.10% 
-0.16% 
-0.10% 
-0.16% 
-0.16% 

0.00% 
0.00% 
0.00% 
-0.18% 
-0.13% 
-0.20% 
-0.12% 
-0.14% 
-0.13% 
-0.15% 
-0.05% 
-0.17% 
-0.05% 



Attachment to Response to KIUC Question No. 3 
Page 3 of 9 

Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL Life COR Salvage 

Property Group Rates Rates Rates Rates 

3 15.00 Accessory Electric Equipment 
01 12 Cane Run IJnit 1 
0121 Cane Run Unit 2 
0131 Cane Run Unit 3 
0141 Cane Run Unit 4 
0142 Cane Run Unit 4 FGD 
0151 Cane Run Unit 5 
0152 Cane Run Unit 5 FGD 
0161 Cane Run IJnit 6 
0162 Cane Run Unit 6 FGD 
021 1 Mill Creek Unit 1 
0212 Mill Creek Unit 1 FGD 
0221 Mill Creek Unit 2 
0222 Mill Creek Unit 2 FGD 
023 1 Mill Creek Unit 3 
0232 Mill Creel IJnit 3 FGD 
0241 Mill Creek IJnit 4 
0242 Mill Creek Unit 4 FGD 
03 11 Trimble County IJnit 1 
03 11 TC Cooling Tower (hyperbolic) PHFU 105 
03 12 Trimble County Unit 1 FGD 
0321 Trimble County Unit 2 
0322 Trimble County Unit 2 FGD 

316.00 Miscellaneous Plant Equipment 
0 1 12 Cane Run Unit 1 
0 13 1 Cane Run IJnit 3 
0141 Cane Run IJnit 4 
0142 Cane Run LJnit 4 FGD 
01 5 1 Cane Run Unit 5 
0152 Cane Run Unit 5 FGD 
0 16 1 Cane Run Unit 6 
0 162 Cane Run Unit 6 FGD 
021 I Mill Creek IJnit 1 
0221 Mill Creek Unit 2 
023 1 Mill Creek IJnit 3 
0241 Mill Creek Unit 4 
0242 Mill Creek Unit 4 FGD 
03 1 I Trimble County Unit 1 
0321 Trirnble County Unit 2 

Hydraulic Production Plant - Project 289 
0451 - Ohio Falls Project 289 
330.20 Land 
33 1 .OO Structures and Improvements 
332.00 Reservoirs, Dams & Waterways 
333.00 Water Wheels, Turbines and Generators 
334.00 Accessory Electric Equipment 
335.00 Mise. Power Plant Equipment 
336.00 Roads, Railroads and Bridges 

0.00% 
0.00% 
0.00% 

0.82% 
2.97% 
1.49% 
2.80% 
1.44% 
2.75% 
1.67% 
2.03% 
1.69% 
1.58% 
1.56% 
1.75% 
1.71% 
2.13% 
2.49% 
2.12% 
2.49% 
2.49% 

3.18% 

0.00% 
0.00% 
6.30% 
2.83% 
5.40% 
2.85% 
4.32% 
2.75% 
3.22% 
2.90% 
2.59% 
3.04% 
2.83% 
2.89% 
3.00% 

0.00% 
0.00% 
0.00% 
2.73% 
0.32% 
2.6 1 % 
1.1 1% 
2.46% 
1.08% 
2.46% 
1.36% 
1.72% 
1.38% 
1.34% 
1.31% 
1.52% 
1.48% 
1.93% 
2.25% 
1.92% 
2.25% 
2.25% 

0.00% 
0.00% 
5.86% 
2.27% 
5.07% 
2.44% 
3.99% 
2.34% 
2.84% 
2.54% 
2.28% 
2.82% 
2.56% 
2.67% 

2.78% 

0.00% 
0.00% 
0.00% 
0.45% 
0.50% 
0.36% 
0.38% 
0.34% 
0.36% 
0.29% 
0.31% 
0.31% 
0.31% 
0.24% 
0.25% 
0.23% 
0.23% 
0.20% 
0.27% 
0.20% 
0.27% 
0.27% 

0.00% 
0.00% 
0.44% 
0.56% 
0.33% 
0.41% 
0.33% 
0.41% 
0.38% 
0.36% 
0.31% 
0.22% 
0.27% 
0.22% 

0.22% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
-0.03% 
0.00% 
-0.03% 
-0.03% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 

0.00% 0.00% 0.00% 0.00% 
0.08% 0.07% 0.01% 0.00% 
3.30% 3.13% 0.17% 0.00% 
0.25% 0.19% 0.06% 0.00% 
2.94% 2.76% 0.18% 0.00% 
2.29% 2.08% 0.21% 0.00% 
0.00% 0.00% 0.00% 0.00% 



Attachment to Response to KIUC Question No. 3 
Page 4 of 9 

Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL Life COR Salvage 

Property Group Rates Rates Rates Rates 

Hydraulic Production Plant - Other Than Project 289 
0450 - Ohio Falls Other Than Project 289 
330.20 Land 
33 1.00 Structures and lmprovements 
335.00 Misc. Power Plant Equipment 
336.00 Roads, Railroads and Bridges 

Other Production Plant 
340.20 Land 
34 1.00 Structures and lrnprovements 

0171 Cane Run GT 1 I 
04 10 Zorn and River Road Gas Turbine 
043 1 Paddys Run Generator 12 
0432 Paddys Run Generator 13 
0459 Brown CT 5 
0460 Brown CT 6 
0461 Brown CT 7 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trirnble County CT 9 
0477 Trimble County CT IO 

342.00 Fuel Holders, Producers and Accessories 
0171 Cane Run GT 1 1  
0410 Zorn and River Road Gas Turbine 
0430 Paddys Run Generator 1 1  
043 1 Paddys Run Generator 12 
0432 Paddys Run Generator 13 
0459 Brown CT 5 
0460 Brown CT 6 
0461 Brown CT 7 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0473 Trimble County CT Pipeline 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT 10 

0.00% 
0.53% 
1.61% 
0.00% 

0.00% 

I .34% 
0.61% 
0.60% 
3.05% 
3.05% 
3.17% 
3.12% 
3.16% 
3.14% 
3.34% 
3.34% 
3.34% 
3.34% 

3.85% 
0.59% 
0.58% 
0.85% 
3.08% 
3.07% 
2.99% 
2.99% 
3.17% 
3.17% 
3.19% 
3.36% 
3.36% 
3.36% 
3.36% 

0.00% 
0.45% 
1.40% 
0.00% 

0.00% 

1.24% 
0.51% 
0.50% 
2.93% 
2.93% 
3.05% 
3.00% 
3.04% 
3.02% 
3.22% 
3.22% 
3.22% 
3.22% 

3.51% 
0.46% 
0.45% 
0.70% 
2.90% 
2.90% 
2.81% 
2.81% 
2.99% 
2.99% 
3.01% 
3.19% 
3.19% 
3.19% 
3.19% 

0.00% 
0.08% 
0.21% 
0.00% 

0.00% 

0.10% 
0.10% 
0.10% 
0.12% 
0.12% 
0.12% 
0.12% 
0.12% 
0.12% 
0.12% 
0.12% 
0.12% 
0.12% 

0.34% 
0.13% 
0.13% 
0.15% 
0.18% 
0.17% 
0.18% 
0.18% 
0.18% 
0.18% 
0.18% 
0.17% 
0.17% 
0.17% 
0.17% 

0.00% 
0.00% 
0.00% 
0.00% 

0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 



Attachment to Response to KIUC Question No. 3 
Page 5 of 9 

Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL 

Property Group Rates 

343.00 Prime Movers 
0432 Paddys Run Generator 13 
0459 Brown CT 5 
0460 Brown CT 6 
0461 Brown CT 7 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT I O  

0171 Cane Run GT 1 1  
0410 Zorn and River Road Gas Turbine 
0430 Paddys Run Generator 1 1  
043 1 Paddys Run Generator 12 
0432 Paddys Run Generator 13 
0459 Brown CT 5 
0460 Brown CT 6 
0461 Brown CT 7 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT 10 

344.00 Generators 

3.84% 
3.84% 
3.85% 
3.81% 
3.88% 
3.88% 
3.99% 
3.99% 
3.99% 
3.99% 

5.73% 
2.70% 
2.74% 
2.63% 
3.00% 
3.00% 
2.91% 
2.91% 
3.09% 
3.09% 
3.28% 
3.28% 
3.28% 
3.28% 

Life COR Salvage 
Rates Rates Rates 

3.67% 
3.67% 
3.66% 
3.63% 
3.71% 
3.71% 
3.82% 
3.82% 
3.82% 
3.82% 

5.40% 
2.55% 
2.59% 
2.48% 
2.86% 
2.86% 
2.77% 
2.77% 
2.94% 
2.94% 
3.12% 
3.12% 
3.12% 
3.12% 

0.17% 
0.17% 
0.19% 
0.18% 
0.17% 
0.17% 
0.17% 
0.17% 
0.17% 
0.17% 

0.33% 
0.15% 
0.15% 
0.15% 
0.14% 
0.14% 
0.14% 
0.14% 
0.15% 
0.15% 
0.16% 
0.16% 
0.16% 
0.16% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
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Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL Life COR Salvage 

Property Group Rates Rates Rates Rates 

345.00 Accessory Electric Equipment 
0171 Cane Run GT 1 1  
0410 Zorn and River Road Gas Turbine 
0430 Paddys Run Generator 1 I 
043 1 Paddys Run Generator 12 
0432 Paddys Run Generator 13 
0459 Brown CT 5 
0460 Brown CT 6 
0461 Brown CT 7 
0470 Trimble County CT 5 
0471 Trimble County CT 6 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT I O  

346.00 Miscellaneous Plant Equipment 
0410 Zorn and River Road Gas Turbine 
0430 Paddys Run Generator 11 
043 1 Paddys Run Generator 12 
0432 Paddys Run Generator 13 
0459 Brown CT 5 
0460 Brown CT 6 
0461 Brown CT 7 
0470 Trimble County CT 5 
0474 Trimble County CT 7 
0475 Trimble County CT 8 
0476 Trimble County CT 9 
0477 Trimble County CT I O  

Transmission Plant 
350.2 Transmission Lines Land 
350.1 L,and Rights 
352.1 Structures & Improvements 
353.1 Station Equipment - Prqject 289 
353.1 Station Equipment 
354 Towers & Fixtures 
355 Poles & Fixtures 
356.1 Overhead Conductors & Devices - Project 289 
356 Overhead Conductors & Devices 
357 Underground Conduit 
358 Underground Conductors & Devices 

2.40% 
2.31% 
4.27% 
3.82% 
3.32% 
3.32% 
3.26% 
3.26% 
3.38% 
3.38% 
3.52% 
3.52% 
3.52% 
3.52% 

0.00% 
0.00% 
0.00% 
2.81% 
2.81% 
2.86% 
2.86% 
3.22% 
3.11% 
3.1 1% 
3.12% 
3.10% 

0.00% 
3.92% 
1.17% 
1.32% 
1.32% 
1.38% 
2.95% 
2.52% 
2.52% 
1.85% 
3.65% 

2.40% 
2.31% 
4.27% 
3.82% 
3.32% 
3.32% 
3.26% 
3.26% 
3.38% 
3.38% 
3.52% 
3.52% 
3.52% 
3.52% 

0.00% 
0.00% 
0.00% 
2.81% 
2.81% 
2.86% 
2.86% 
3.22% 
3.1 1% 
3.1 1% 
3.12% 
3.10% 

0.00% 
3.92% 
0.94% 
1.10% 
1.10% 
0.95% 
2.13% 
1.96% 
I .96% 
1.85% 
3.65% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.23% 
0.30% 
0.30% 
0.43% 
0.97% 
0.74% 
0.74% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
-0.08% 
-0.08% 
0.00% 
-0.15% 
-0.18% 
-0.18% 
0.00% 
0.00% 
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Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL Life COR Salvage 

Property Group Rates Rates Rates Rates 

Distribution Plant 
360.2 Substation Land 
360.2 Substation Land Class A (Plant Held for Future Use) 
361 Substation Structures 
362.1 Substation Equipment 
362.1 Substation Equipment - Class A (Plant Held for Future Llse) 
364 Poles Towers & Fixtures 
365 Overhead Conductors &Devices 
366 IJnderground Conduit 
367 Underground Conductors & Devices 
368.1 Line Transformers 
368.2 Line Transformer Installations (Combined in 368) 
369.1 Underground Services 
369.2 Overhead Services 
370.1 Meters 
370.2 Meter Installations (Combined in 370) 
373.1 Overhead Street Lighting 
373.2 Underground Streetlighting 
373.4 Street lighting Trandformers 

General Plant 
392.1 Transportation Equip Cars & Trucks 
392.2 Transportation Equip Trailers 
394 Tools, Shop, and Garage Equipment 
395 Laboratory Equipment 
396.1 Power Operated Equip Hourly Rated 
396.2 Power operated Equipment Other 

GAS PLANT 
INTANGIBLE PLANT 
UNDERGROUND STORAGE 
350.1 Land 
350.2 Rights of Way 
35 1.2 Compressor Station Structures 
35 1.3 Reg Station Structures 
35 1.4 Other Structures 
352.40 Well Drilling 
352.50 Well Equipment 
352.1 Storage Leaseholds & Rights 
352.2 Reservoirs 
352.3 Nonrecoverable Natural Gas 
Gas Stored Underground Non-Current 
353 Lines 
354 Compressor Station Equipment 
355 Measuring & Regulating Equipment 
356 Purification Equipment 
357 Other Equipment 

0.00% 
0.00% 
1.01% 
1.01% 
0.00% 
3.00% 
2.90% 
1.25% 
1.76% 
2.18% 
2.18% 
2.45% 
4.99% 
3.79% 
3.79% 
2.77% 
2.95% 
0.00% 

20.00% 
3.62% 
4.39% 

30.32% 
20.00% 
3.17% 

0.00% 

0.00% 
0.00% 
1.36% 
0.00% 
0.92% 
0.36% 
3.46% 
0.00% 
0.00% 
0.92% 
0.00% 
I .68% 
1.28% 
I .22% 
1.92% 
2.18% 

0.00% 
0.00% 
0.70% 
0.84% 
0.00% 
2.12% 
2.07% 
1.07% 
1.35% 
1.71% 
1.71% 
1.80% 
2.98% 
3.54% 
3.54% 
2.37% 
2.48% 
0.00% 

20.00% 
3.99% 
4.39% 
30.32% 
20.00% 
3.17% 

0.00% 

0.00% 
0.00% 
1.24% 
0.00% 
0.80% 
0.26% 
2.99% 
0.00% 
0.00% 
0.92% 
0.00% 
1.45% 
1.16% 
1.06% 
1.62% 
2.18% 

0.00% 
0.00% 
0.31% 
0.23% 
0.00% 
1.15% 
1.14% 
0.18% 
0.51% 
0.54% 
0.54% 
0.65% 
2.01% 
0.35% 
0.35% 
0.40% 
0.47% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 

0.00% 
0.00% 
0.12% 
0.00% 
0.12% 
0.10% 
0.47% 
0.00% 
0.00% 
0.00% 
0.00% 
0.28% 
0.18% 
0.21% 
0.30% 
0.00% 

0.00% 
0.00% 
0.00% 
-0.06% 
0.00% 
-0.27% 
-0.3 1 % 
0.00% 
-0.10% 
-0.07% 
-0.07% 
0.00% 
0.00% 
-0.1 0% 
-0.10% 
0.00% 
0.00% 
0.00% 

0.00% 
-0.37% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
-0.05% 
-0.06% 
-0.05% 
0.00% 
0.00% 
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Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASL 

Property Group Rates 

TRANSMISSION PLANT 
365.2 Rights of Way 0.27% 
367 Mains 0.37% 

DISTRIBUTION PLANT 
374 Land 
374.2 Land Rights 
375.1 City Gate Structures 
375.2 Other Distribution Structures 
376 Mains 
378 Measuring and Reg Equipment 
379 Meas & Reg Equipment - City Gate 
380 Services 
381 Meters 
382 Meter Installations (Combined with 381 Meters) 
383 House Regulators 
384 House Regulator Installations (Combined with 383) 
385 Industrial Meas & Reg Station Equip 
387 Other Equipment 

GAS GENERAL PLANT 
392.1 Cars & Trucks 
392.2 Trailers 
394 Other Equipment 
395 Laboratory Equipment 
396.1 Power Operated Equipment Hourly rated 

0.00% 
0.04% 
1.06% 
8.35% 
1.76% 
2.53% 
2.33% 
3.60% 
3.99% 
7.09% 
2.22% 
2.23% 
0.94% 
3.48% 

20.00% 
4.76% 
4.68% 

36.02% 
20.00% 

Life COR Salvage 
Rates Rates Rates 

0.27% 
0.32% 

0.00% 
0.04% 
0.96% 
7.80% 
1.45% 
2.2 1 Yo 
1.94% 
2.52% 
3.99% 
7.09% 
2.04% 
2.1 1% 
0.94% 
3.48% 

20.00% 
5.14% 
4.68% 
36.02% 
20.00% 

396.2 Power Operated Equipment Other 2.69% 3.06% 

0.00% 
0.08% 

0.00% 
0.00% 
0.10% 
0.55% 
0.37% 
0.37% 
0.43% 
1.08% 
0.00% 
0.00% 
0.18% 
0.12% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
-0.03% 

0.00% 
0.00% 
0.00% 
0.00% 
-0.06% 
-0.05% 
-0.04% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
-0.38% 
0.00% 
0.00% 
0.00% 
-0.37% 



Attachment to Response to KIUC Question No. 3 
Page 9 of 9 

Charnas 

Louisville Gas and Electric Company 
Annualized Depreciation 

Depreciation adjustment under 2006 ASL rates 

2006 
ASI, Life COR Salvage 

Property Group Rates Rates Rates Rates 

COMMON UTILITY PLANT 
INTANGIBLE PLANT 
301 Organization 
302 Franchises and Consents 
303 Software 
303.1 CCS Software 
GENERAL PLANT 
389.1 Land 
389.2 Land Rights 
390.10 Structures and Improvements - BOC 
390.10 Structures and Improvements - LG&E Building 
390.10 Structures and Improvements - BOC (Actors) 
390.10 Structures and Improvements 
390.20 Structures and Improvements - Transportation 
390.30 Structures and Improvements - Stores 
390.40 Structures and Improvements - Shops 
390.60 Structures and Improvements - Microwave 
391.10 Office Furniture 
391.20 Office Equipment 
391.30 Computer Equipment - Nan PC 
391.3 1 Personal Computers 
391.40 Security Equipment 
392.1 Cars & Trucks 
392.2 Trailers 
393 Stores Equipment 
394 Other Equipment 
395 Laboratory Equipment 
396.1 Power Operated Equipment Hourly 
396.2 Power Operated Equipment Other 
397 Communications Equipment 
397.10 Comm. Equip. - Computer 
398.00 Miscellaneous Equipment 

0.00% 
0.00% 

20.00% 
10.00% 

0.00% 
2.95% 
3.30% 
3.30% 
3.30% 
3.30% 

25.92% 
1.51% 
1.37% 
2.31% 
6.01% 
8.78% 

21 “96% 
20.68% 

6.93% 
20.00% 

2.63% 
5.60% 
5.17% 

6 1.24% 
20.00% 
4.01% 

12.00% 
0.90% 

34.63% 

0.00% 
0.00% 
20.00% 
10.00% 

0.00% 
2.95% 
2.87% 
2.87% 
2.87% 
2.87% 

25.49% 
1.32% 
1.20% 
2.16% 
6.01% 
8.78% 

2 1.96% 
20.68% 
6.93% 

20.00% 
2.92% 
5.60% 
5.17% 

6 1.24% 
20.00% 
5.00% 
12.00% 
0.90% 

34.63% 

0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.43% 
0.43% 
0.43% 
0.43% 
0.43% 
0.19% 
0.17% 
0.15% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
-0.29% 
0.00% 
0.00% 
0.00% 
0.00% 
-0.99% 
0.00% 
0.00% 
0.00% 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First §et of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 4 

Witness: Shannon L. Charnas 

4-4. Please describe the Company’s accounting for cost of removal, both for accrued amounts 
and for actually incurred amounts. Provide a copy of all internal and external accounting 
guidelines that the Company follows for cost of removal. 

A-4. To arrive at a monthly depreciation accrual amount, the monthly ending asset values are 
multiplied by the applicable depreciation rates. For cost of removal, this monthly 
calculated accrual is recorded as a credit to accumulated depreciation (account 108 of the 
Uniform System of Accounts (IJSoA)) and a debit to depreciation expense. 

As cost of removal is incurred it is recorded as a debit to accumulated depreciation 
(account 108 of the USoA) and a credit to cash. 

LG&E employs the cost of removal guidelines prescribed in the Code of Federal 
Regulations 18 CFR, Chapter 1 , Subchapter Cy Part 101 , Electric Plant Instruction 10. 

Link to cost of removal guidelines: 
http://www.ferc. gov/legal/acct-matts/usofa.asp 

http://www.ferc




LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 5 

Witness: Shannon L. Charnas 

Q-5. Please confirm that the accumulated cost of removal is included in account 108 
accumulated depreciation for accounting purposes. If it is not recorded in account 108, 
then please identify the account used for the accumulated cost of removal. 

A-5. Yes, the accumulated cost of removal is included in account 108 accumulated 
depreciation for accounting purposes. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 6 

Witness: Shannon L. Charnas 

4-6. If the Company’s accounting departs from the FERC IJSOA whereby account 108 
accumulated depreciation is debited for the actual incurred cost of removal, then please 
provide all authoritative support for this deviation, including, but not limited to, 
authorization by the Kentucky Public Service Commission. 

A-6. Please see the response to Question Nos. 4 and 5. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 7 

Witness: Counsel / Daniel K. Arbough 

4-7. Refer to the PPL Corporation presentation on May 11, 201 1 to the Deutsche Bank 
Conference available on the PPL website. 

a. On page 3 of that presentation entitled c‘Investment Highlights,” there are bullet 
points under the description ‘‘Multiple drivers of significant upside.” 

i. To what does the term “significant upside” refer? Please provide all support 
relied on for your response. 

ii. Please explain how “Environmental regulation” represents a “driver” of 
“significant upside.” Please provide specific examples. 

b. On page 7 of that presentation entitled “Regulated Rate Rase Growth,” the 
presentation shows LKE (LG&E and KU) growth from $6.7 billion in 201 1 to $10.4 
billion in 2015. Please provide the underlying support for these projections at the 
most detailed level available, including, but not limited, to all financial statement 
projections. 

c. On 12 of that presentation entitled “Capital Expenditures,” the presentation shows 
“LKE ECR’ capital expenditures of $0.2 billion in 2011, $0.7 billion in 2012, $0.8 
billion in 2013, $0.8 billion in 2014, and $0.5 billion in 2015, or a total of $3.0 billion 
over the five year period. Please provide the underlying support for these projections 
at the most detailed level available including, but not limited to, all financial 
statement projections. 

d. On page 12 of that presentation entitled “Capital Expenditures,” the presentation 
shows “LKE base” capital expenditures of $0.4 billion in 201 1, $0.5 billion in 2012, 
$0.6 billion in 2013, $0.7 billion in 2014, and $0.9 billion in 2015, or a total of $3.1 
billion over the five year period. Please provide the underlying support for these 
projections at the most detailed level available including, but not limited to, all 
financial statement projections. 
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A-7. a. Page 3 of the presentation refers to the PPL Energy Supply business which is an 
unregulated wholesale electric generation and marketing entity. 

i. The term “significant upside” relates to the potential for PPL Energy 
Supply to earn higher profits. It is important to note that this portion of 
the presentation relates to the PPL Energy Supply business which is an 
unregulated wholesale electric generation and marketing entity. 

ii. “Environmental regulation” represents a “driver” of “significant upside” in 
that the regulation is expected to result in plant closings and capital 
expenditures that are expected to increase power prices in the wholesale 
market. Given that PPL’s fleet of merchant generation is comprised of 
nuclear and scrubbed coal plants, PPL, expects to benefit from rising 
power prices in its wholesale Energy Supply business. 

b. LG&E objects because the requested information is irrelevant to this proceeding. 
LG&E is not seeking to recover the estimated costs of the projects in its 
environmental compliance plan, but instead only proposes to recover the actual costs 
incurred upon the Commission’s approval under KRS 278.183. Consistent with its 
historical practice, LG&E does not disclose financial projections. Such projections 
are only estimates; there is no guarantee that such projections will be realized; and the 
estimates are based on a number of assumptions that may change over time. The 
Commission has recognized that such information is not discoverable when a utility is 
not seeking to recover costs based upon forecasted or estimated expenses. See the 
Commission’s September 6 ,  1990 Ruling and September 21, 1990 Order in Case No. 
90-158. 

c. See the response to (b). 

d. See the response to (b). 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 8 

Witness: Counsel / Daniel I(. Arbough 

Q-8. Refer to the PPL Corporation presentation on October 31-November 3, 2010 at the EEI 
Financial Conference available on the PPL website. 

a. On the page entitled “Increased Scale with Continued Growth,” the presentation 
shows projected growth in LKE amounts from $6.7 billion in 201 1 to $7.7 billion in 
2014. Please describe the amounts shown on this page of the presentation and how 
they are computed. 

b. Please provide the underlying support for these projections at the most detailed level 
available, including, but not limited to, all financial statement projections. 

c. On the page entitled “Projected Capitalization Structures at 12/3 1/2010,y’ the 
Kentucky Holdings Consolidated capital structure consists of 5 1 .O% debt and 49.0% 
common equity, while the LG&E and KU capital structures consist of 41.2% debt and 
58.8% common equity. Please provide the underlying support for these Computations 
and reconcile the Kentucky Holdings Consolidated capitalization amounts used to 
compute the capital structure to the sum of the capitalization amounts used to 
compute the capital structures for the two utilities. To the extent that Kentucky 
Holdings Consolidated capitalization amounts include debt in addition to that held by 
the two utilities, then please provide a schedule of such debt outstanding at December 
31,2010. 

A-8. a. The amounts shown on this page represent forecasts of the total capitalization of 
LKE. These amounts are calculated based on budgets prepared by the Company. 

b. LG&E objects to this request because the information sought is irrelevant to this 
proceeding. LG&E is not seeking to recover the estimated costs of the projects in 
its environmental compliance plan, but instead only proposes to recover the actual 
costs LG&E incurs upon the Commission’s approval under KRS 278.183. 
Consistent with its historical practice, LG&E does not disclose financial projections. 
Such projections are only estimates; there is no guarantee that such projections will 
be realized; and the estimates are based on a number of assumptions that may change 
over time. The Commission has recognized that such information is not discoverable 
when a utility is not seeking to recover costs based upon forecasted or estimated 
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expenses. See the Commission's September 6 ,  1990 Ruling and September 2 1 , 1990 
Order in Case No. 90- 158. 

c. The debt total used in calculating the projected capitalization structure for LG&E and 
KU Energy LLC (LKE) includes the following debt in addition to the debt of LG&E 
and KU: 

LKE 2.125% Senior Notes due 2015 
LKE 3.750% Senior Notes due 2020 
L,G&E and KU Capital Corp Med. Term Notes due 201 I 

$400 million 
$475 million 

$2 million 

The common equity total used in calculating the projected capitalization structure for 
LKE includes equity of non-regulated holdings as well as the utilities and is 
consolidated according to GAAP. 

Actual Capitalizatian Structures at December 31, 2010 calculated on a GAAP basis 
were as follows: 

Total $ 7,999 i 100.0% 

L,ouisville Gas & Electric 
Debt $ 1,287 42.8% 
Common Equity 1,72 1 57.2% 71) 
Total $ 3,008 100.0% 

Kentucky Utilities 
Debt $ 1,851 40.8% 
Common Equity 2,69 1 59.2% 72) 
Total t $ 4,542 100.0% 

( I )  Ofthis amount, $389 million represents goodwill, which'is not recoverable for 
regulatory purposes. As a result, the unadjusted regulatory capitaliition structure 

contains 50.9% equity. 

(2) Ofthis amount, $607 million represents goodwill, which is not recoverable for 
regulatory purposes. As a result, the unadjusted regulatory capitahtion structure 

contains 53.0% equity. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 9 

Witness: Counsel 

Q-9. Please provide a copy of the Company’s most recent projected financial statements 
developed for budgeting and/or financial forecasting purposes for 201 1 and each of the 
next five years. Provide all assumptions, data, and computations, including electronic 
spreadsheets with formulas intact. 

A-9. LG&E objects to this request because the information sought is irrelevant to this 
proceeding. LG&E is not seeking to recover the estimated costs of the projects in its 
environmental compliance plan, but instead only proposes to recover the actual costs 
incurred upon the Commission’s approval under KRS 278.1 83. Consistent with its 
historical practice, LG&E does not disclose financial projections. Such projections are 
only estimates; there is no guarantee that such projections will be realized; and the 
estimates are based on a number of assumptions that may change over time. The 
Commission has recognized that such information is not discoverable when a utility is 
not seeking to recover costs based upon forecasted or estimated expenses. See the 
Cornmission’s September 6 ,  1990 Ruling and September 21, 1990 Order in Case No. 90- 
158. 





LOUISVILLE GAS AN C COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 10 

Witness: Daniel K. Arbough 

Q-10. Please describe each source of short term debt presently available to the Company. 
Provide the maximum amount of each such source; the uses to which such funds from 
each such source are limited, if any; the terms and conditions of borrowing from each 
such source, including, but not limited to, the basis for the interest rate (e.g., prime plus 
x%, 1 month LIBOR), annual fees and expenses in dollars and as a percentage of 
outstanding borrowing on average over the most recent twelve months; and a copy of the 
relevant agreements for each such source. 

A-10. LG&E participates in an intercompany money pool agreement wherein LG&E and KU 
Energy LLC and/or KU make funds available to LG&E of up to $400 million at an 
interest rate equal to the 30 day dealer commercial paper rate. There are no additional fees 
charged to LG&E for borrowing under the money pool agreement and there is no limit as 
to how funds borrowed from the money pool will be used. 

LG&E also maintains a $400 million revolving line of credit with a group of banks which 
became effective November 1, 2010 and expires December 31, 2014. There is no limit as 
to how funds borrowed under the revolving line of credit will be used. This line of credit 
allows LG&E to meet its liquidity requirements while allowing the Company to issue 
letters of credit to support tax exempt bonds as well as providing funds for short-term 
borrowings. LG&E borrowed $163 million under this facility for the period November 4, 
2010 through January 18, 201 1 at an average interest rate of 2.27%. Borrowing rates for 
the revolving line of credit are based on current bond ratings. Current borrowing rates for 
a Euro-Dollar loan equal LIBOR f 1.75%. Upfront and legal fees associated with 
implementing the revolving line of credit totaled $4.256 million and are being amortized 
over the life of the agreement. LG&E pays an annual commitment fee on the unused 
portion of the credit facility based on current bond ratings. The current applicable 
commitment fee percentage is 0.20%. Total commitment fees for this facility for the 
period November 1, 2010 to June 30, 2011 were approximately $553,000. Total fees 
expensed for the period November 1,20 10 to June 30,201 0 as a percentage of outstanding 
borrowing on average for the same period equal 2.4 1 YO. 

In addition, LG&E is currently in the process of creating a $250 million commercial paper 
program which it expects to implement by year-end 20 1 1. 

Copies of the money pool agreement and the $400 million revolving line of credit are 
attached on CD in the folder titled Question 10. 





LOIJISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 11 

Witness: Daniel I(. Arbough 

Q-11. Please describe each source of short term debt presently available to Kentucky Holdings 
Consolidated. Provide the maximum amount of each such source; the uses to which such 
funds from each such source are limited, if any; the terms and conditions of borrowing 
from each such source, including, but not limited to, the basis for the interest rate (e.g., 
prime plus x%, I month LIBOR), annual fees and expenses in dollars and as a percentage 
of outstanding borrowing on average over the most recent twelve months; and a copy of 
the relevant agreements for each such source. 

A-1 1. LG&E and KU Energy LLC (LW) maintains a $300 million revolving credit facility 
with PPL Investment Corporation, a subsidiary of PPL, to ensure flunding availability for 
the money pool. There is no limit as to how funds borrowed from the money pool will be 
used. The current borrowing rate on this facility is 1 month LIBOR + 1.75% based on the 
Utilities’ current bond rating. LKE pays PPL Investment Corporation an annual 
commitment fee on the unused portion of the credit facility based on the Utilities’ current 
bond rating. The current applicable commitment fee percentage is 0.20%. Total 
commitment fees for this facility for the period November 1,2010 to June 30,201 1 were 
approximately $405,000. Commitment fees as a percentage of outstanding borrowing on 
average for the period November 1, 2010 to June 30, 201 1 equal approximately 1%. 
None of the costs incurred by LKE for maintaining this facility are passed on or allocated 
to LG&E. 

A copy of the agreement is attached. 
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November 1,2010 
LG&E and KU Energy LLC 
P.O. Box 32030 
I,ouisville, KY 40232 

Gentlemen: 

PPL Investment Co oration ("Lender") may, at its option, quote interest rates 
including the period such rate w% remain in ef€ect (collectively, a "Rate Quote") for loans 
(collectively, the "Loans" and individually, a "Loan") to LG&E and KU Energy LLC 
("Borrower"), and the Borrower, at its option, may accept such Loans. Acceptance of a Rate 
Quote by the Borrower, whether verbal, telephonic or in writing, shall be irrevocable and, upon 
such acceptance, the Borrower shall execute a Note in favor of the Lender for such Loans {the 
"Note") and the 1,ender shall record the amount of each such Loan, its maturity date, if any, its 
applicable percentage, the applicable interest rate period, and other key terms in a confirmation 
to the Borrower. Such records of the Lender shall be presumptive evidence of the matters 
indicated therein, as described in Exhibit A, the Intercompany Facility Term Sheet. 

The Borrower makes the continuing representation and warranty to the Lender 
(i) that the execution and delivery of this Loan Agreement: and the Note by the Borrower have 
been duly authorized, (ii) that all governmental and regalatory approvals required in 
connection with execution, delivery or performance of this Loan Agreement and !&e Note have 
been obtained and are in full force and effect, (iii) that the execution, delivery and performance 
of this Loan Agreement and the Note will not conflict with any other agreement to which the 
Borrower is a party or with the Borrower's bylaws, articles of incorporation or other 
organizational documents and (iv) that this Loan Agreement and the Note are valid and legally 
binding obligations of the Borrower and enforceable in accordance with their respective terms. 

This Loan Agreement may be terminated by the Borrower or the Lender at any 
time by giving the other party not less than five business days notice to that effect. Prior to 
termination, the Borrower will pay to the Lender the principal amount and accrued interest on 
any outstanding Loans made under this Loan Agreement. 

This Loan Agreement and the Note shall be subject to the laws of the State of 
New York. 

v q  huly yours, 

PPL Investment Corpora tion 
/- 

Russell R. Clelland 
Prcsident 

I 

Accepted and Agreed to: 

// Daniel K. Arbough . ;p' 
Treasiuer 
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_____-. 
Borrower's Ratings Percentage for 
(S&P Moody's) Commitment 

Fees 
-I.. 

-caze:gory A 2 A- from S&P J A3 from 0.200% 
-__-- Moody's ~ - . "  .I--.---I 

Cztegory B BBB+ fiom StP I Baal from 0.250% 
Moody's 

EXHIBIT A 

--.-- 
App(icable 

Percentage for 
Loans 

1.75% 

2.00% 
..__11.".1". , - 

Confirmation - Intercompany Facility Term Sheet 

Effective 11/1110 

Category C BBB &om S&P I Baa2 from 
Moody's 

from S&P / Baa3 from 
Moody's __ 

Lender PPL Investment Corporation 

Borrower 

Instruments Loan Agreement, Demand Note 

Purpose Working capital needs 

Type Demand, revolving facility 

Rate 

Conventions ActuaV365 basis 

Revolving Commibnent SI ,'I 00,000,000 

Commitment Fee 

LG&E and KU Energy LLC 

1 Month LIBOR 4 Applicable Percentage 

The Borrower shall pay to the Lender 8 fee (the "Commitment Fee") for 
each day at a rate per annum equal to the Applicable Percentage for the 
Commitment Fee  for such day. The Commitment Fee shall accrue from 
and including the effective date to but excluding the termination date on 
the amount undrawn on such day. The Commitment Fee shall be 
payable monthly in arrears on the same day interest payments a re  due. 

"Applicable Percentaae" means, for purposes of calculating (i) the  
applicable interest rate for any day for any Loans or (ii) the applicable 
rate for the Comrnltment Fee for any day, the appropriate applicable 
percentage set forth below corresponding to the then current highest 
Borrower's Ratings; provided, that, in the event that the Borrower's 
Ratings shall fall within different levels and ratings are maintained by 
both Rating Agencies, the applicable rating shall be based on the higher 
of the two ratings unless one of the ratings is two or more levels lower 
than the other, in which case the applicable rating shall be determined by 
reference to the level one rating lower than the higher of the two ratings: 

Definitions 

0.375% 2.25% 

0.500% 1 2.50% 1 - _ ~ _  
- __.____ 
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-_...--_--_ 

Borrower’s Ratings Percentage for 
(S&P /Moody’s) 

3.00% 
_”._” 

“Borrower‘s Ratina“ means the senior secured long-term debt rating of 
Kentucky Utilities Company and Louisville Gas and Electric Company 
from S&P or Moody‘s. In the event the ratings differ between the two 
companies referred above, the higher of the two ratings will apply. 

“I Month LIBOR rate” means the rate quoted on the last business day of 
the prior calendar month. The offered quotation for the Currency and for 
a one month period which appears on systems (e.9. Bloomberg Service, 
Thomson - Reuters, etc.) for the purposes of displaying London 
Interbank offered rates of banks as of 1l :OO a.m. (London time). The 
quotation for the most recent preceding Business Day shall apply for 
days that are not Business Days. 

“Business Dav: means a day on which banks in New York are generally 
open. 

“Currency” means US Dollars. 

Interest Payment 

Prepayment 

Termination for cause 

Monthly, via interunit settlement on the 20” calendar day or next 
business day of the following month. 

Of all or any portion at any time, with reimbursement to the Lender for 
any loss or expense as provided for in the documents. 

For conditions including failure to pay, etc., as provided for in the 
documents. 

Jurisdiction Slate of New York 
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Re: Amendment fo Demand Note dated November I, 2010 

The Parties of the above rcfcrenced note, PPI, Investment Corporation ("Lender") and LG&E 
and KIJ Energy LLC f"Rorrower"), agree to amend the maximum of the Demand Note dated 
Novembcr 1,2010 from $1,100,000,000.00 to $300,000,000.00 effective November 15,2010. 

All other terms remain in effect. 

Acknowledged: 

PPL Invcstment Corporation (Lender) 

Vice President and Treasurcr 

I,G&E and KU Energy LLC (Bonowcr) 

By: - 
Daniel K. Arbough 
Treasurer 
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Re: Amendment to Demand Note dated November 1,2010 

The Parties of the above referenced note, PPL Tnvestment Corporation ("Lender") and LG&E 
and KU Energy LLC (ttBorrower"), agree to amend thc maximum of the Demand Note dated 
November 1,201 0 from $1,100,000,000.00 to $300,000,000.00 effective November 15,2010. 

All other terms remain in effect. 

Acknowledged 

PPI., Investment Carparatian (Lender) 

By: 
Dale M. Kleppinger 
Vice Presidcnt and Treasurer 

LG&E and KU Energy LI,C (Borroy6r) 

Treasurer f 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First §et of Data Requests Dated July 12,2011 

Case No. 201 1-00162 

Question No. 12 

Witness: Counsel / Daniel K. Arbough 

Q-12. Please describe each source of short term debt presently available to PPL Corp. Provide 
the maximum amount of each such source; the uses to which such h n d s  from each such 
source are limited, if any; the terms and conditions of borrowing fiom each such source, 
including, but not limited to, the basis for the interest rate (e.g., prime plus x%, 1 month 
LIBOR), annual fees and expenses in dollars and as a percentage of outstanding 
borrowing on average over the most recent twelve months; and a copy of the relevant 
agreements for each such source. 

A-12. LG&E objects to this request because the information sought is irrelevant to this 
proceeding. PPL Corp. is not providing any financing to LG&E with regard to the 
projects in its environmental compliance plan and thus PPL Corp.’s sources of short-term 
debt are irrelevant. All forms of debt will be issued by LG&E. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to MUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 13 

Witness: Daniel K. Arbough 

4-13. Please provide a copy of all studies that address the Company’s financing requirements 
and plans in 2011 and the next five years, including, but not limited to, financing the 
Company’s environmental compliance costs. 

A- 13. Please see the response to Question No. 16. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 14 

Witness: Daniel K. Arbough 

Q-14. Please provide a copy of all studies that address Kentucky Holdings Consolidated’s 
financing requirements and plans in 2011 and the next five years, including, but not 
limited to, financing the Company’s environmental compliance costs. 

A-14. There are no studies addressing LKE’s financing requirements and plans in 201 1 and the 
next five years. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 15 

Witness: Counsel / Daniel K. Arbough 

Q-15. Please provide a copy of all studies that address PPL Corp.’s financing requirements and 
plans in 2011 and the next five years, including, but not limited to, financing the 
Company’s environmental compliance costs. 

A-15. LG&E objects to this request because the information sought is irrelevant to this 
proceeding. PPL Corp. is not providing any financing to LG&E for its environmental 
compliance costs. To the extent LG&E requires additional equity, LG&E and KU 
Energy LLC will provide that form of capital. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 16 

Witness: Daniel I(. Arbough 

Q-16. Refer to page 13 lines 7-14 of Mr. Bellar’s Direct Testimony wherein he addresses the 
Company’s plans to finance the proposed environmental compliance capital costs. 

a. Please provide a copy of all studies performed by or on behalf of the Company that 
address the Company’s financing plans and/or various financing alternatives, if any. 
If none, then please explain why the Company has not performed any such studies. 

b. Please describe the Company’s analyses of project (asset based) financing for these 
projects, if any. Provide all assumptions, data, computations, and results. Provide a 
copy of all correspondence with potential funding sources. 

c. Please provide a copy of all e-mails, other correspondence, and presentations to 
and/or from investment bankers/banks/other funding sources that address the 
Company’s financing plans and/or various financing alternatives, if any. 

A-16. a. The Company has not performed studies on financing plans for the proposed 
environmental compliance capital costs. The Company has, however, established a 
financing structure that allows all capital to be financed in a cost-effective manner. In 
October 2010, a First Mortgage Bond indenture was finalized which allows for future 
debt issuance by the Company. Under the indenture, future debt issuances will be 
supported by a lien on substantially all of the fixed assets of the Company. This 
allows the Company to access the most liquid capital market available to it. The 
November 2010 transaction wherein the Company issued $535 million of bonds at 
very attractive interest rates averaging 3.49% with an average maturity of more than 
18 years is evidence of the attractive nature of this market. 

b. The Company has not performed analyses of project (asset based) financing and does 
not engage in such financing. The existing first mortgage bond structure requires all 
real property to be subjected to the first mortgage lien. This limits the ability of the 
Company to utilize its real property as collateral in other financing structures. 

c. See the attached information on CD in the folder titled Question 16(c). 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIIJC’s First Set of Data Requests Dated July 12,2011 

Case No. 201 1-00162 

Question No. 17 

Witness: Daniel K. Arbough 

Q-17. Refer to page 13 lines 12-14 of Mr. Bellar’s Direct Testimony. 

a. Please describe the tax-exempt financing that may be available for these projects and 
identify the provisions of the I.R.C. and relevant regulations that govern the 
availability of tax-exempt financing and any dollar limitations, e.g., to individual 
taxpayers or statewide. 

b. Please describe the form which such tax-exempt financing would take or the 
alternative forms that may be available. 

c. Please describe the process that the Company would be required to undertake in order 
to obtain such financing. 

d. Please provide a copy of all studies performed by or on behalf of the Company that 
address the availability of tax exempt financing, if any. If none, then please explain 
why the Company has not performed any such studies. 

A-17, a. The Company believes that a portion of the environmental related capital 
expenditures will qualify as solid waste disposal facilities within the meaning of 26 
U.S.C. $142(a)(6) and the proposed regulations issued by the United States 
Department of Treasury set forth in 26 CFR Parts 1 and 17 (REG-140492-02- 
Definition of Solid Waste Disposal Facilities for Tax-Exempt Bond Purposes). The 
Company will work with its applicable personnel and outside advisors to determine 
which portion of the environmental related capital expenditures will qualify as solid 
waste disposal facilities within the meaning of the federal law cited above. To the 
extent a portion of the environmental related capital expenditures so qualifL as solid 
waste disposal facilities, the Company reserves the right to seek to have a 
governmental entity issue exempt facility bonds within the meaning of 26 U.S.C. 
§142(a) on their behalf, the interest on which is excluded from gross income for 
federal income tax purposes. The Kentucky Private Activity Bond Allocation 
Committee determines the volume cap available for a particular calendar year for 
local issuers. Kentucky’s private activity bond volume cap for all local issuers for 
calendar year 201 1 is $164,895,946. The Kentucky Private Activity Bond Allocation 
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Committee conducts a lottery to determine how much of the volume cap is allocated 
to each issuer that submits an application. 

b. The following forms af tax-exempt financing are available for the Company: fixed 
rate bonds, put bonds (where the rate is fixed for a period longer than one year), and 
variable rate bonds supported by credit facilities. Recently, tax-exempt rates all along 
the yield curve have not generated savings compared to taxable rates. The Company 
does not anticipate using tax-exempt financing until the tax-exempt rates become 
more favorable relative to taxable rates. 

c. Exempt facility bonds constitute private activity bonds within the meaning of 26 
U.S.C. §141(a). 26 1J.S.C. $146 imposes an annual ceiling on the amount of private 
activity bonds that may be issued within the Commonwealth of Kentucky each year. 
In order to have a governmental entity issue private activity bonds on behalf of the 
Company, the Company will seek to enter into a Memorandum of Agreement with 
the local government within which the particular environmental related capital 
expenditures are being incurred or will be incurred, pursuant to which the local 
government will commit to issue the private activity bonds on behalf of the Company. 
The Company will further seek to have the Memorandum of Agreement approved by 
the legislative body of the local government pursuant to a Resolution (an 
“Inducement Resolution”) adopted by such legislative body. 

Assuming that the local government has adopted the Inducement Resolution and the 
Company and the local government have executed the Memorandum of Agreement, 
the Company will file a Notice of Intent with the Kentucky Private Activity Bond 
Allocation Committee, which is appended to the Kentucky Finance and 
Administration Cabinet, seeking an allocation of Kentucky’s private activity bond 
volume cap for the particular calendar year. 

Assuming that the Company is awarded an allocation of Kentucky’s private activity 
bond volume cap, the Company would thereupon request the local government to 
adopt an ordinance approving the issuance of the private activity bonds (i.e. solid 
waste disposal facility revenue bonds) pursuant to KRS Sections 103.200 to 103.285 
on behalf of the requesting company, as well as approving the execution and delivery 
by the local government of a loan agreement, trust indenture and related bond 
documents with respect to the issuance of the solid waste disposal revenue bonds. 
Upon issuance of the solid waste disposal facility revenue bonds, the issuing local 
government will lend the proceeds of the bonds to the Company to finance the portion 
- of the costs of construction and equipping of the particular environmental related 
capital expenditures that qualify as solid waste disposal facilities. The Company will 
have also engaged an underwriter to sell the bonds as well as a financial institution to 
serve as trustee for the purchasers of the bonds. The relevant bond documents will 
include the bonds, a bond purchase agreement among the issuing local government, 
the Company and the underwriter of the bonds, a loan agreement between the issuing 
local government and the Company, and an indenture of trust between the issuing 
local government and the trustee for the holders of the bonds. The loan agreement 
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between the issuing local government and the Company effectively requires the 
Company to pay the debt service. There is no obligation of the issuing local 
government to pay debt service if the Company does not pay. 

d. More final engineering drawings are required prior to completing a study to address 
the availability of tax-exempt financing. If it is determined that a tax-exempt 
allocation is awarded to the Company, a project engineering study will be conducted 
to determine the amount of environmental related capital expenditures that qualify as 
solid waste disposal facilities. The Company typically has 90 days from the date that 
the volume cap allocation is awarded to issue the tax-exempt bonds. 
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LOUISVILLE GAS AND ELECTFUC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 18 

Witness: Ronald L. Miller 

Q-18. Please identify and describe all federal and state income tax incentives, including, but not 
limited to, accelerated tax depreciation, tax credits, loan guarantees, and grants that may 
be available to the Company that may or will affect the cost and/or timing of, and/or the 
revenue requirements for the proposed projects. Please identify and describe the 
availability of such incentives, limitations on such incentives, and the timing of such 
incentives. Provide a copy of the relevant federal and state tax code and/or regulations. 

’ 

A-18. The Company monitors current and proposed federal and state income tax incentives and 
has benefited from a number of these. Following is a summary of federal and state 
income tax incentives that may be applicable to the proposed projects. 



Incentive 
IRC 516%- 
Accelerated 
Depreciation 

IRC §168K(5)- 
Bonus Depr. 

- 
IRC §169--Rapid 
Amortization of 
Poll ut ion Control 
Facilities 

IRC §41( h)-Credit 
for Increased 
Research 
Expenditures (R&E 
Credit 1 
Loan Guarantees 

I Grants 

Descriution 
Generally utility assets are eligible 
for the 5,7,15 and 20 year 
Modified Accelerated Cost 
Recovery System (MACRS) 
accelerated depreciation benefits. 
50% and 100% depreciation is 
currently allowed for certain 
qualifying capital expenditures. 
100% expensing is generally 
allowed for acquisitions after Sept. 
8,2010 through Dec. 31,2011. 
60% of qualifying air and water 
pollution control expenditures are 
eligible for either a 5 or 7 year 
amortization period. 

- 

The R&E Credit is generally a 20% 
credit for the amount of research 
costs over a base period amount. 
The credit is also subject to further 
reductions and limitations. 
Not Applicable 
- 

- 
Not Applicable 
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Availabilitv. Limitations, and Timing 
LG&E annually elects MACRS or other 
accelerated depreciation methods for 
i ts assets. 

LG&E has historically taken “bonus” 
depreciation on eligible assets. Bonus 
depreciation is scheduled to generally 
end (with some transition exceptions) 
on December 2012. 

LG&E annually elects rapid 
amortization on i ts pollution control 
facilities. The Mill Creek Units 1 and 2 
and the Cane Run coal units are eligible 
for 5 yr. amortization. Other facilities 
are eligible for 7 year amortization. 
The remaining 40% of pollution control 
facilities is generally eligible for MACRS 
benefits. 
The Companyhas historically claimed- 
the R&E Credit for certain eligible costs 
related to research. In more recent 
years, eligible costs have been limited 
to research consortiums such as EPRI. 
The Company has-no loan guarantees. 
Pollution control bonds are, however, 
often available. The Company applies 
for bonds allocated by Kentucky, and 
generally benefits from lower tax- 
exempt interest rates. 
The Company is not anticipating any 
grants related to these m-oiects. 





LOUISVILLE GAS AN ELECTRIC COMPANY 

Response to KIUC’s First §et of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 19 

Witness: Gary IC. Revlett 

Q- 19. Refer to page 7 line 3 of Mr. Revlett’s Direct Testimony. Please provide a current status 
report on CATR. To the extent that the proposed or final CATR has been further 
modified since the Company filed its testimony in this proceeding, please describe all 
such modifications and the ramifications for the scope and cost of the projects proposed 
in this proceeding. Provide a copy of all relevant support. 

A-19. Please see the response to KPSC Question No. 50. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to MUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 20 

Witness: Charles R. Schram 

4-20, Refer to Table 2 on page 4 of the 201 1 Air Compliance Plan provided as Exhibit CRS-1 
attached to Mr. Schram’s Direct Testimony. 

a. 

b. 

C. 

d. 

e. 

A-20. a. 

b. 

Please describe the mounts shown in the “Install Controls” column and the 
methodology used to compute the amounts. Are these the revenue requirements for 
each unit if controls are installed or are these system revenue requirements if controls 
are installed on each unit sequentially? 

Please explain why the amounts are the same in the “Install Controls” column for 
Brown 1-2 and Cane Run 5. 

Please explain why the amounts are the same in the ‘‘Install Controls” column for 
Ghent 3, Ghent 1, and Green River 4. 

Please explain why the amounts are the same in the “Install Controls” column for 
Mill Creek 4, Trimble County 1, Ghent 4, Mill Creek 3, Ghent 2, and Mill Creek 1-2. 

Please provide an electronic version of all tables in this exhibit and supporting 
spreadsheets with formulas intact. 

Please see Exhibit CRS-I, Section 3.3 for a description of the methodology used in 
the analysis. The analysis examines a sequential approach to build the system 
portfolio by examining the “build controls vs. retire” decision on each unit, beginning 
with the unit with the highest variable operating costs. As each unit is evaluated, the 
process assumes that the units in the fleet remaining to be analyzed will have controls 
installed. 

Following the process sequentially, the results support a recommendation to build 
controls on Brown 1-2. The “build controls” result for Brown 1-2 contains an 
assumption for building controls on Cane Run 5 and the remaining units still to be 
evaluated. Therefore, upon examining the “build controls” cost for Cane Run 5 ,  there 
is no change from the Brown 1-2 “build controls” result. 
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c. The “build controls” results for Ghent 3 and Ghent 1 contain an assumption for 
building controls on Green River 4. Therefore, upon examining the “build controls” 
cost for Green River 4, there is no change from the Ghent 3 and Ghent 1 “build 
controls” entry. 

d. As noted previously, as each unit is evaluated, the process assumes that the units in 
the fleet remaining to be analyzed will have controls installed. The “build controls” 
results for Mill Creek 4, Trimble County 1, Ghent 4, Mill Creek 3, Ghent 2, and Mill 
Creek 1-2 are result in lower NPVRR compared to the “retireheplace capacity” 
alternative. Therefore, the “build controls” results are the same for these units. 

e. These values are not computed within a spreadsheet. The Companies used the 
Strategic resource expansion planning tool and the Strategist Capital Expenditure 
Recovery module as described in Exhibit CRS-1, Section 3.3 to compute these 
results. 





LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 21 

Witness: Charles R. Schram 

4-21. Refer to 6.0 Appendix of the 2011 Air Compliance Plan provided as Exhibit CRS-1 
attached to Mr. Schram’s Direct Testimony. 

a. 

b. 

C. 

d. 

A-21. a. 

b. 

C. 

d. 

Please provide the computational support for the discount rate of 6.71% shown under 
Financial Assumptions. 

Please confirrn that the discount rate of 6.71% is the Company’s weighted average 
cost of capital reduced for the income tax effects of interest expense. 

Please provide all sensitivity studies using any variations of discount rates compared 
to the 6.71% that was used. 

Please provide a sensitivity study for each unit considered in this 2011 Air 
Compliance Plan using the Company’s weighted average cost of capital without 
reduction for the income tax effects of interest expense. 

Please see the response to KPSC Question No. 19. 

The 6.71% discount rate is the Company’s weighted average cost of capital. It is 
computed as the weighted average of the Companies’ return on equity and after-tax 
cost of debt. 

The discount rate used is based on the Company’s actual capital structure and 
approved return on equity. Therefore, sensitivity analysis on variations in the 
discount rate is not appropriate. 

The Companies believe that it is not appropriate to calculate revenue requirements on 
a before-tax basis. Please see the attachment for a discussion of the appropriate 
calculation of the discount rate. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIIJC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 22 

Witness: Robert M. Conroy / Shannon L. Charnas 

Q-22. Refer to page 4 lines 7-15 of Ms. Charnas’ Direct Testimony wherein she addresses the 
recovery of O&M expenses associated with the new projects. 

a. Please describe all O&M cost savings that will result from the retirement of existing 
environmental compliance plant and describe how the Company has incorporated 
such savings in its estimates of the incremental O&M expense associated with the 
new projects, if at all. 

b. Please describe how the Company will quantify the savings that will result from the 
retirement of existing environmental compliance plant and how such savings will be 
tracked within the Company’s proposed accounting. 

A-22. a. With one exception, LG&E does not expect any O&M cost savings associated with 
any potential retirement of existing assets. As discussed in testimony, there will be 
retirements associated with the FGDs at Mill Creek in Project 26. As discussed in the 
testimony of Ms. Charnas, page 9, any other retirement is expected to be minimal and 
related to miscellaneous utility and ductwork connections. 

As explained in the testimony of Mr. Conroy, page 5 ,  LG&E will establish in the 
ECR monthly filings on ES Form 2.50, consistent with past practice, a baseline of 
O&M cost for the FGDs that is contained in base rates in order to determine the 
appropriate O&M expense to include in the ECR. Based upon the most recent base 
rate case (test year ending October 31, 2009) there is $8.85 million of annual O&M 
expenses associated with the FGDs at Mill Creek in base rates. This amount was 
used as a baseline in the O&M cost estimates associated with the new projects. 
Please see the Response to KPSC Question No. 10. 

b. See the response to part a. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 23 

Witness: Shannon L. Charnas / Ronald L. Miller 

Q-23. Refer to page 5 lines 9-12 of Ms. Charnas’ Direct Testimony wherein she addresses the 
tax depreciation associated with the new projects. 

a. 

b. 

A-23. a. 

Please describe how the Company will determine which assets or portions of assets 
fall within the 20 year MACRS provisions or within the five year or seven year 
Section 169 amortization. 

Please provide a copy of all provisions of the I.R.C. and/or related regulations 
relevant to the tax depreciation associated with the new projects. 

LG&E determines which assets qualify for 20 year MACRS or Section 169 
amortization based on the Internal Revenue Code. Section 169 of the Code sets out 
the criteria for what assets qualify for pollution control five year or seven year rapid 
amortization. 

LG&E, under provision of Section 169, can elect 5-year (60 month) rapid 
amortization on 60% of both eligible water and air pollution capital expenditures 
related to generation units that were placed in service prior to January 1, 1976. The 
LG&E units that meet these criteria are Mill Creek Units 1 and 2 and the Cane Run 
coal units. 

The Energy and Highway Tax Acts of 2005 included incentives that allowed 
companies to elect 7-year (84 month) rapid amortization for all eligible air pollution 
control facility expenditures that were incurred after April 11, 2005 and were for 
equipment used on generation units originally placed in service after January 1, 1976. 
LG&E units that meet these criteria are Mill Creek Units 3 and 4 and Trimble County 
lJnits 1 and 2. 

Eligible pollution control expenditures include all original investments related to 
pollution control facilities. 

Eligible air pollution facility assets include: 
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CharnasMiller 

Flue gas desulfurization (FGD or scrubber) equipment 
Selective catalytic reduction (SCR) equipment 

Sulfuric acid mist (SAM) mitigation equipment 
Electrostatic precipitators (wet or dry) 

0 SO3 reduction equipment 
0 

0 

0 Baghouse or fabric filter 

Eligible water pollution assets include: 

0 

0 Wastewater process effluent systems 
0 Sanitary treatment systems 
0 Above ground/underground piping and storage systems 

0 

0 Storm water protection 
0 

Solid waste (investments in landfills and ash ponds) 

(fuel/waste handling) 
Diking, containment, and monitoring upgrades 

Thermal discharge management (cooling towers) 

If an asset does not meet the above criteria, the entire asset will be depreciated for 
tax purposes over a 20 year MACRS life. 

b. The fallowing is Section 169 from the Internal Revenue Code concerning rapid 
amortization for pollution control facilities. 

ec. 669. A ~ o r ~ ~ a t ~ o n  of p o l ~ ~ t i ~ ~  control facilities 

(a) Allowance of deduction 
Every person, at his election, shall be entitled to a deduction with respect to the 
amortization of the amortizable basis of any certified pollution control facility 
(as defined in subsection (d)), based on a period of 60 months. Such 
amortization deduction shall be an amount, with respect to each month of such 
period within the taxable year, equal to the amortizable basis of the pollution 
control facility at the end of such month divided by the number of months 
(including the month for which the deduction is computed) remaining in the 
period. Such amortizable basis at the end of the month shall be computed 
without regard to the amortization deduction for such month. The amortization 
deduction provided by this section with respect to any month shall be in lieu of 
the depreciation deduction with respect to such pollution control facility for such 
month provided by section 167. The 60-month period shall begin, as to any 
pollution control facility, at the election of the taxpayer, with the month 
following the month in which such facility was completed or acquired, or with 
the succeeding taxable year. 
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(b) Election of amortization 
The election of the taxpayer to take the amortization deduction and to begin the 
60-month period with the month following the month in which the facility is 
completed or acquired, or with the taxable year succeeding the taxable year in 
which such facility is completed or acquired, shall be made by filing with the 
Secretary, in such manner, in such form, and within such time, as the Secretary 
may by regulations prescribe, a statement of such election. 

(c) Termination of amortization deduction 
A taxpayer which has elected under subsection (b) to take the amortization 
deduction provided in subsection (a) may, at any time after making such 
election, discontinue the amortization deduction with respect to the remainder of 
the amortization period, such discontinuance to begin as of the beginning of any 
month specified by the taxpayer in a notice in writing filed with the Secretary 
before the beginning of such month. The depreciation deduction provided under 
section 167 shall be allowed, beginning with the first month as to which the 
amortization deduction does not apply, and the taxpayer shall not be entitled to 
any further amortization deduction under this section with respect to such 
pollution control facility. 

(d) Definitions and Special Rules 
For purposes of this section - 
( I )  Certified pollution control facility 

The term "certified pollution control facility" means a new identifiable 
treatment facility which is used, in connection with a plant or other 
property in operation before January 1, 1976, to abate or control water 
or atmospheric pollution or contamination by removing, altering, 
disposing, storing, or preventing the creation or omission of pollutants, 
contaminants, wastes, or heat and which - 

(A) the State certifying authority having jurisdiction with respect to such facility has 
certified to the Federal certifying authority as having been constructed, 
reconstructed, erected, or acquired in conformity with the State program or 
requirements for abatement or control of water or atmospheric pollution or 
contamination; 
(B) the Federal certifying authority has certified to the Secretary (i) as being in 
compliance with the applicable regulations of Federal agencies and (ii) as being in 
furtherance of the general policy of the United States for cooperation with the States 
in the prevention and abatement of water pollution under the Federal Water Pollution 
Control Act, as amended (33 U.S.C. 466 et seq.), or in the prevention and abatement 
of atmospheric pollution and contamination under the Clean Air Act, as amended (42 
U.S.C. I857 et seq.); and 
( C )  does not significantly - 

(i) increase the output or capacity, extend the useful life, or reduce the total 
operating costs of such plant or other property (or any unit thereof), or 
(ii) alter the nature of the manufacturing or production process or facility. 



Response to Question No. 23 
Page 4 of 5 

CharnasMiller 

(2) State certifying authority 
The term "State certifying authority" means, in the case of water pollution, the 
State water pollution control agency as defined in section 13(a) of the Federal 
Water Pollution Control Act and, in the case of air pollution, the air pollution 
control agency as defined in section 302(b) of the Clean Air Act. The term 
"State certifying authority" includes any interstate agency authorized to act in 
place of a certifying authority of the State. 

The term "Federal certifying authority" means, in the case of water pollution, the 
Secretary of the Interior and, in the case of air pollution, the Secretary of Health 
and Human Services. 

(4) New identifiable treatment facility 
(A) In general 
For purposes of paragraph (I) ,  the term k e w  identifiable treatment facility" 
includes only tangible property (not including a building and its structural 
components, other than a building which is exclusively a treatment facility) 
which is of a character subject to the allowance for depreciation provided in 
section 167, which is identifiable as a treatment facility, and which is property - 

(3) Federal certifying authority 

(i) the construction, reconstruction, or erection of which is completed 
by the taxpayer after December 3 1 ,  1968, or 
(ii) acquired after December 31, 1968, if the original use of the 
property commences with the taxpayer and commences after such date. 

In applying this section in the case of property described in clause (i) there shall 
be taken into account only that portion of the basis which is properly attributable 
to construction, reconstruction, or erection after December 3 1, 1968. 

(B) CERTAIN FACILITIES PL,ACED IN OPERATION AFTER APRIL 11 , 
2005-In the case of any facility described in paragraph (1) solely by reason of 
paragraph (5) ,  subparagraph (A) shall be applied by substituting 'April 11,2005' 
for 'December 3 1 , 1968' each place it appears therein. 

<<<(B) REPEALED by the Energy Policy Act of 2005. Prior to this Act, 
paragraph (€3) read as follows: "Certain plants, etc., placed in operation after 
1968 in the case of any treatment facility used in connection with any plant or 
other property not in operation before January 1, 1969, the preceding sentence 
shall be applied by substituting December 31, 1975, for December 31, 1968.">> 

( 5 )  SPECIAL RULE RELATMG TO CERTAIN ATMOSPHERIC POLLUTION 
CONTROL FACILITIES- In the case of any atmospheric pollution control facility 
which is placed in service after April 11, 2005, and used in connection with an 
electric generation plant or other property which is primarily coal fired-- 

(A) paragraph (1) shall be applied without regard to the phrase in operation 
before January 1, 1976', and 
(B) in the case of facility placed in service in connection with a plant or other 
property placed in operation after December 31, 1975,this section shall be 
applied by substituting '84' for '60' each place it appears in subsections (a) and 
(b). 
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(e) Profitmaking abatement works, etc. 
The Federal certifying authority shall not certify any property under subsection 
(d)(l)(B) to the extent it appears that by reason of profits derived through the 
recovery of wastes or otherwise in the operation of such property, its costs will 
be recovered over its actual useful life. 

( f )  Amortizable basis 
(1) Defined 
For purposes of this section, the term "amortizable basis'' means that portion of 
the adjusted basis (for determining gain) of a certified pollution control facility 
which may be amortized under this section. 
(2) Special rules 
(A) If a certified pollution control facility has a useful life (determined as of the 
first day of the first month for which a deduction is allowable under this section) 
in excess of 15 years, the amortizable basis of such facility shall be equal to an 
amount which bears the same ratio to the portion of the adjusted basis of such 
facility, which would be eligible for amortization but for the application of this 
subparagraph, as 15 bears to the number of years of usekl life of such facility. 
(B) The amortizable basis of a certified pollution control facility with respect to 
which an election under this section is in effect shall not be increased, for 
purposes of this section, for additions or improvements after the amortization 
period has begun. 

(g) Depreciation deduction 
The depreciation deduction provided by section 167 shall, despite the provisions 
of subsection (a), be allowed with respect to the portion of the adjusted basis 
which is not the amortizable basis. 

((h) Repealed. Pub. L. 92-178, title I, Sec. 104(f)(2), Dec. 10, 1971, 85 Stat. 502) 

(i) Life tenant and remainderman 
In the case of property held by one person for life with remainder to another 
person, the deduction under this section shall be computed as if the life tenant 
were the absolute owner of the property and shall be allowable to the life tenant. 

(j) Cross reference 
For special rule with respect to certain gain derived from the disposition of 
property the adjusted basis of which is determined with regard to this section, 
see section 1245. 





LE GAS AND ELECTRIC COMPANY 

Response to MUC’s First Set of Data Requests Dated July 12,2011 

Case No. 2011-00162 

Question No. 24 

Witness: Robert M. Conroy 

4-24. For the most recent 12 month period available, please provide actual monthly revenues 
by rate schedule (corresponding to the same definition of “revenue R(m)” used in the 
ECR). Include the following amounts for each rate schedule for each month: 

a. Total revenues 

b. Base rate billing (customer, demand, energy charges) 

c. Fuel and purchased power energy amounts included in base rate revenues (i.e., rolled- 
in amounts). 

d. FAC billings 

e. DSM billings 

f. ECR billings 

g. Any other revenue amounts included in (a). Please identify each category included. 

A-24. a. - g. See the attachment. 



3 
3 
0 
N 

3 
m 

M M M 0 w M M l W  w IM I I  

w M M M M M M I M  w I *  I /  2 

0 
Y 



0 I 
I > #  

w w w w w m w l w  

w w w w w w w l w  

c N 0 c o r -  - m 0 m * c  

m w  0 

m u  

e. W 
m W 

z. 2. 3 - - * f ' N p l  
m 

N O  0 N e 

w w w w w w w l w  

w w w w w w w t w  

m -  

*. ' * $  * e  

0 m 'D - - 
w w w w w m w l w  

3 
m 

w l w  w w 0 w w w w l w  

M w w M w w w t w  w I W  

0 - m  m w m  u, c: m. m. e *  - 
m m  c 

, I I I G  

f 

w IW w w w w w w w t u l  

w w w w w w w w  



0 

w w M w - 
0 

w w M w w 

u 
VI u o - 0 -  w o - w m m  o m  

2 E. x E. Z" ;. 2 , -  
P U  W 

- -  
c -  . . e  m w. 

M M M w w w w w  

W 

2 
N. - 

w M w wI M w I *  

d 
m 

U 

w M 

ci W 

c o 
w. 

m 

W c 

3 
W 
P! - 

W PI 

2 < I  

w w I M  w w w M w 

VI VI 

VI W 

ci 

- 
N. 

P VI 

N 
0. 

w I W  w w w w w 

0 

5 

2 

v) 
M 
5 
a 

c 
VI 

0 
e 
b 
.- 
12. 

- 4 s 

E 
P 
2 w 

4 



d 
3 
0 
N 

m 
3 

VI - 
0. 

n m 
o 

m w w m mI m w I m  w m M w 

m 
VI - 
N 

w m m m 

m m 
L". 

e. 
c 

L" n 

* w 
N 
0. 

VI 
m 

2 
VI 
1 
f! 

c 
m 

w l w  m m m w m wl m w w m w m m 

* w 

VI 
0. - 

c rr 
1 m 

€4 m m m m €4 
m m m m m ml w 

0 - 
I c 
m 

m w m m w m 

- 
N N 

m w l m  m l m  m m w 

0 

Fi 

w m m 

N N 

o 
N. 

w - 
x 

m 

'? 
- 
VI VI 

3 

0 
2 - 

u c 

c 
m 

n. 

w m  I w m m I W  m m m m vf m m m m w 

N * 
2 - 

* 0 

m. - 
N 

- 
m 
9. 
N 

I ,  

w m l m  w m w m m m w w 
(II (A m m 



Pi 
p? 



I I  M M w M M W M I W  m I M  M M w I M  M (A M m MI 



7-l 7-l 

0 
N 
r( 

m 

x 
p3 



, #  I 

M M  M M I W  w 

v) 

(A 

P VI 

1 n N 

M 

0 m 

:- 
P 

M 

P 0 

2 
P n 

M 

N m 

2 
3 
m 

M 

v) \D 

3 
N 
n. - - 
w 

m 

2 
m. 
0 

M 

M 

c VI 

2 m m 

M 

N v) 

x c 2 

M 

- 
v) 

0 
0 

m - 
L? 

M M  ’ ’ ~ ~  M 

I , ,  

M 

P 
E 

h S  e: :: 
... - - 

M MI M M IM 

(A MI M M I w  

M MI M 

u c  i o  LL 

w IM 

M 

0 0 0 0  0 
o m 0 0  m ;;;.$.g.:. - 2 P 

w M M MI M 

3 

M IM 



m 
-r 

B e Q. 
c: 

P m 
2 

o Ti 

F 
m 
e, o 

I 

o w m m  m w o w m  o 
c o m m  - N O W  9 
N 0, N. m o, 

0: 0. a. N. m 

- I ?  a 

W 

2. * 
m 

w M 6.3 M M M M I M  M I W  w (A M I M  M M M M MI I I  



w 
3 
0 
N 
3 
r) 

0 
Y 



.3 
-.( 

0 
N 

-.I m 



0 0 

2 
* m -. w 

M w M w 

ff. 
v1 

tf) M I  (A w l m  M M M M M w 

e W 

n 
w. 

n 
w. 
v1 

M I M  M M M M 

c * 
2 .... 

M 

m w 
'4 
2 

'A M M M M 

N N * 

M MI M 

n 
'4 * 

0 M M w M M MI M w IVI w M w M M 

0 

M l M  w 

0 0 

2 

tf) M M M M M 

m c 
B 
w u. 

M I _  M M M M MI w M (If ff) M M M 

0 w 

2 
N 0 

2 I C  I 

M M  M w M 'A M M M MI M M 0 M 0 M 



r( 
m 





LOUISVILLE GAS AN ELECTRIC COMPANY 

Response to KIUC’s First Set of Data Requests ated July 12,2011 

Case No. 2011-00162 

Question No. 25 

Witness: Robert M. Conroy 

Q-25. Please provide the information requested in the immediately preceding question that 
corresponds to the “Forecasted 12-Month Retail Revenues” for the period 201 2 through 
2016 shown on page 4 of 12 of Exhibit RMC-5 af Mr. Conway. For example, for the 
year 2012, this data request seeks the total revenues shown on Mr. Conway’s exhibit of 
955,916,819 for the 12-month period, disaggregated by month, by rate schedule and by 
the categories identified in parts (a) through (g) of the immediately preceding question. 

A-25. LG&E does not forecast 12-Month Retail Revenues in the detail requested. However, 
forecasted annual total revenue disaggregated by Non-Fuel Base, Base Fuel, FAC, ECR, 
and DSM revenues is included in the input tab of the electronic version of Exhibit RMC- 
5 provided in response to KPSC Question No. 49. 


