Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

EQ ER ES ET EU EV | EW [ EX EY EZ FA FB FC FD FE FF FG | FH Fl FJ FK FL FM FN FO FP
T
2
3
4 | 2022] 2023] 2024] 2025] 2026] 2027| 2028] 2029| 2030] 2031] 2032] 2033] 2034] 2035] 2036] 2037]| 2038] 2039] 2040]| 2041] 2042] 2043| 2044] 2045] 2046 2047
5
6 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 36
| 7] 10 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
8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34
9 8 <] 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33
10 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32
11 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31
12 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
13 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29
14 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28
15 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27
16 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26
17 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25
18 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
19 0 Q 0 1 2 3 4 5 6 7 8 e] 10 11 12 13 14 15 16 17 18 19 20 21 22 23
20 0 Q 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22
21 0 9] 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21
22 0 Q 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
23 0 Q 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
24 0 Q 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
25 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
26 0 Q 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
27 0 Q 0 0 0 0 0 0 0 0 ¢] 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
28 9] Q 0 0 0 0 0 0 0 0 9] Q 1 2 3 4 5 6 7 8 9 10 11 12 13 14
29 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13
30 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12
31 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11
32 0 0 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 1 2 3 4 5 6 7 8 9 10
33 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 B 7 8 9
| 34 | 0 0 0 0 0 0 0 0 0 0 0 o] 0 0 0 0] 0 0 1 2 3 4 5 6 7 8
35 0 Q 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0 0 0 1 2 3 4 5 6 7
36 0 Q 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0 0 0 0 1 2 3 4 5 6
37 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5
| 38| 0 Q 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0 0 0 0 0 0 1 2 3 4
39 0 Q 0 0 0 0 0 0 0 0 0 Q 0 0 0 0 0 0 0 0 o] 0 0 1 2 3
40 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2
41 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1
42 0 Q 0 0 0 0 0 0 0 0 9] Q 0 0 0 0 0 0 0 0 o] 0 0 0 0 0
43 9] Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0
44 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
45 0 Q 0 0 0 0 0 0 0 0 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0
46 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
47 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

FQ FR FS FT FU | Frv | Fw | Fx FY FzlealGB]|Gec | GD| GE|] GF | GG | GH Gl GJ GK
T
2
3
4 | 2048] 2049] 2050] 2051]| 2052] 2053| 2054] 2055] 2056] 2057] 2058] 2059] 2060| 2061] 2062| 2063| 2064] 2065] 2066] 2067] 2068
5
6 37 38 39 40 41 42 43 44 45 46 47 43 49 50 51 52 53 54 55 56 57
A 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 56
8 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55
<] 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54
10 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 43 49 50 51 52 53
11 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52
12 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51
13 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50
14 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49
15 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48
16 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47
17 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46
18 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45
19 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44
20 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 4 42 43
21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42
22 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41
23 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40
24 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39
25 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38
26 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37
27 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36
28 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35
29 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34
30 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33
31 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32
32 1 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31
33 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
| 34 | 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29
35 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28
36 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27
37 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26
| 38| 5 6 7 8 9 10 1" 12 13 14 15 16 17 18 19 20 21 22 23 24 25
39 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
40 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23
41 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18 19 20 21 22
42 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 18 20 21
43 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
44 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
45 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
46 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
47 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

B E
48 |2054 43 0 1,214 0 0 0 0 0 0 0 0 0
49 2055 44 0 1,214 0 0 0 0 0 0 0 0 9]
50 |2056 45 0 1,214 0 0 0 0 0 0 0 0 Q
51 [2057 46 0 1,214 0 0 0 0 0 0 0 0 0
52 [2058 47 0 1,214 0 0 0 0 0 0 0 0 0
53 2058 48 0 1,214 0 0 0 0 0 0 0 0 0
54 2060 49 0 1,214 0 0 0 0 0 0 0 0 Q
55 |2061 50 0 1,214 0 0 0 0 0 0 0 0 0
56 2062 51 0 1,214 0 0 0 0 0 0 0 0 o]
57 [2063 52 0 1,214 0 0 0 0 0 0 0 0 o]
58 |2064 53 0 1,214 0 0 0 0 0 0 0 0 0
59 2065 54 0 1,214 0 0 0 0 0 0 0 0 0
60 2066 55 0 1,214 0 0 0 0 0 0 0 0 0
61 2067 56 0 1,214 0 0 0 0 0 0 0 0 0
62 |2068 57 0 1,214 0 0 0 0 0 0 0 0 0
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

CD CE CF CG CH | Cl CJ CK CL CM CN CcO [ CP cQ CR
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 o] 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
28 67 99 100 91 82 76 72 72 72 72 72 71 69 65
1 2 3 4 5 6 7 8 9 10 11 12 13 14
20.0% 32.0% 19.2% 11.5% 11.5% 5.8%
14.3% 24.5% 17.5% 12.5% 8.9% 8.9% 8.9% 4.5%
10.0% 18.0% 14.4% 11.5% 9.2% 7.4% 6.6% 6.6% 6.6% 6.6% 3.3%
5.0% 9.5% 8.6% 7.7% 6.9% 6.2% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9%
3.8% 7.2% 6.7% 6.2% 5.7% 53% 4.9% 4.5% 4.5% 4.5% 45% 45% 45% 4.5%
1.7% 2.6% 2.6% 26% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6%
1 2 3 4 5 <] 7 8 9 10 11 12 13 14
5.0% 9.5% 8.6% 7.7% 6.9% 6.2% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9%
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

Al B | C D E F G H I J K L M N [®) P Q

1 |Proforma Financial Projection

2] |

3 |Income statement 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
4

5 Revenue 4 11 26 76 159 190 181 173 165 157 150 143 136
6

7 Expenses

8 Fixed O&M 1 1 4 9 13 14 13 13 12 12 11 10 10
9 Variable O&M - - - - - - - - - - - - -
10 Depreciation 1 3 6 18 39 49 49 49 49 49 49 49 49
11 1 4 10 27 52 63 62 61 61 60 €0 59 58
12

13 Operating profit (EBIT) 2 7 16 49 107 127 119 112 104 97 91 84 77
14 \

15 Interest expense 0 2 4 11 24 28 27 25 23 22 20 19 17
16

17 EBT 2 6 12 38 83 99 a3 87 81 76 70 65 60
18

19 Tax 1 2 5 15 33 40 37 35 32 30 28 26 24
20
21 Net Income (NIAC) 1 3 7 23 50 59 56 52 49 45 42 39 36
22
23 Deferred taxes 0 1 2 4 11 20 21 17 13 11 10 9 9
24
25
26 |Balance sheet 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
27
28 Assets 20 67 143 440 956 1,147 1,099 1,050 1,001 953 904 856 807 759
29
30 Liabilities
31 LT Debt 10 33 71 219 475 565 530 496 463 432 402 373 344 315
32 Cum Deferred Taxes - 0 1 2 7 18 38 59 75 89 100 109 119 128
33 Equity 10 33 71 219 475 565 530 496 463 432 402 373 344 315
34 20 67 143 440 956 1,147 1,099 1,050 1,001 953 904 856 807 759
35
36
37 |Free Cash Flow to Equity 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
38
39 EBT - 2 6 12 38 83 99 a3 87 81 76 70 65 60
40 Depreciation - 1 3 6 18 30 49 49 49 49 49 49 49 49
41 Cash Taxes - ) @) ) (1) 22) (19) (16) (18) (19) (19) (19 an (15)
42 Capital Expenditure (20) (48) (79) (303) (534) (230) - - - - - - - -
43 Residual Value ‘ - - - - - - - - - - - - - -
44 Debt Finance ‘ 10 24 40 152 267 115 - - - - - - - -
45 Debt Repayment (loan principal) (0) 2) ) (11) (25) (34) (35) (33) (31) (30) (29) (29) (29)
46 (10) (22) (34) (140) (233) (40) 94 90 85 80 75 71 68 65
47
48 NPV at 10.5% DR: 0.000
49 10.5%
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

R S T ] v W X Y Z AA AB AC AD AE AF AG AH Al
1
2
3 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
p
5 129 122 14 107 100 %4 87 82 78 74 70 66 62 56 49 34 10 0
6
7
8 9 9 8 7 7 6 6 5 4 4 3 3 2 1 1 0 0 0
9 B N N N N N N N N N N N N N N N N N
10 49 49 49 49 49 49 49 49 49 49 49 49 48 46 43 31 9 -
11 58 57 57 56 55 55 54 53 53 52 52 51 50 47 43 31 9 0
12
13 71 64 58 51 45 39 33 29 25 22 18 15 12 9 6 3 1 0
14
15 16 14 13 11 10 9 7 6 6 5 4 3 3 2 1 1 0 0
16
17 55 50 45 40 a5 30 26 22 19 17 14 12 9 7 4 2 0 0
18
19 22 20 18 16 14 12 10 9 8 7 6 5 4 3 2 1 0 0
20
21 33 30 27 24 21 18 15 13 12 10 9 7 6 4 3 1 0 0
22
23 9 9 9 8 7 2 ® an (19) (19 (19) (19) (19) (18) (7 (12) @ -
24
25
26 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
27
28 710 662 613 564 516 467 419 370 322 273 225 176 128 82 40 9 0 -
29
30
31 287 258 229 200 173 147 127 111 97 82 67 53 38 25 12 3 0 ©)
32 137 146 155 164 170 172 165 148 129 109 920 70 51 33 16 4 - 0
33 287 258 229 200 173 147 127 111 97 82 67 53 38 25 12 3 0 )
34 710 662 613 564 516 467 419 370 322 273 225 176 128 82 40 9 0 -
35
36
37 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
38
39 55 50 45 40 35 30 26 22 19 17 14 12 9 7 4 2 0 0
40 49 49 49 49 49 49 49 49 49 49 49 49 48 46 43 31 9 -
fadl (13 an ®) ®) ) (19 (18) (26) (27) (26) 25 24) 23) 21) (19 (13) Q) ©)
42 - - - - - - - - - - - - - - - - - -
43 - - - - - - - - - - - - - - - - - -
44 - - - - - - - - - - - - - - - - - -
45 (29) (29) (29) (28) (28) (25) (20) (16) s (15) (15) (15 (14 a4 (13) © 3) ©
46 62 59 56 52 49 44 36 29 26 25 23 22 20 18 15 10 3 ()
47
48
49
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

B | C D E F G
1 | Revenue Requirements Template: Inputs
2
3 | Start year 2011
4 | Asset life 25
5 | Include deferred tax impact Yes
6 | Taxlife 15
7
8 | Capital structure
9 Debt 50%
10 Equity 50%
11
12| Interest rate (pre-tax) 5.0%
| 13| Equity return (post-tax) 10.5%
14| Taxrate 40%
15
16| WACC
17 Pre-tax 11.3%
18 Post-tax 6.8%
19
20| Property tax 0.25%
21| Insurance 1.00%
22
23 Choose scenario
24| Total LG&E CapEx Scenario 1 Scenario 2 Scenario 3 Scenario 4 4
Air (exc SCR) |Air (inc SCR)  |Air (inc SCR) + (Air (exc SCR) + CCP
25
26 2010 $1.8 $1.8 $1.8 $1.8 $1.8
27 2011 $52.6 $52.6 $52.8 $52.8 $52.8
28 2012 $231.3 $234.6 $237.9 $234.6 $234.6
29 2013 $492.7 $527.8 $528.5 $493.5 $493.5
30 2014 $575.1 $649.7 $666.8 $592.2 $592.2
31 2015 $346.8 $447.7 $533.7 $432.7 $432.7
32 2016 $74.1 $123.6 $213.5 $163.9 $163.9
33
34 $1,7745 $2037.8 $2,234.9 $1,971.6
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A | B
1 |Variable O&M
[ 2]
3| 2011 $0.00
4 | 2012 $0.00
| 5| 2013 $0.00
6 | 2014 $0.00
7| 2015 $0.00
8 | 2016 $0.00
9| 2017 $0.00
10| 2018 $0.00
11| 2019 $0.00
12| 2020 $0.00
13| 2021 $0.00
14| 2022 $0.00
15| 2023 $0.00
16| 2024 $0.00
17| 2025 $0.00
18| 2026 $0.00
19| 2027 $0.00
20| 2028 $0.00
21| 2029 $0.00
22| 2030 $0.00
23| 2031 $0.00
24| 2032 $0.00
25| 2033 $0.00
26| 2034 $0.00
27| 2035 $0.00
| 28] 2036 $0.00
29| 2037 $0.00
30| 2038 $0.00
31| 2039 $0.00
[ 32| 2040 $0.00
33| 2041 $0.00
34| 2042 $0.00
35| 2043 $0.00
36| 2044 $0.00
37| 2045 $0.00
38| 2046 $0.00
39| 2047 $0.00
40| 2048 $0.00
41| 2049 $0.00
42| 2050 $0.00
43| 2051 $0.00
44| 2052 $0.00
45| 2053 $0.00
46| 2054 $0.00
47| 2055 $0.00
48] 2056 $0.00
49| 2057 $0.00
50| 2058 $0.00
51| 2059 $0.00

Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

LGE-KU-00009523



A B
53| 2060|  $0.00
53| 2061 $0.00
54| 2062|  $0.00
55| 2063|  $0.00
56| 2064]  $0.00
57| 2065  $0.00
58| 2066  $0.00

[59| 2067|  $0.00
60| 2068  $0.00

Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A [B] C | D] E G H L M N [¢) P
1 |Capital-related Revenue Requirements
2
3 CapEx Retirements GBV| Ann Depr|] Cum Depr| NBV Revenue Requirements
4 (cumulative) Depr Interest Dividend] Tax & Ins Total
5 [2011 0 53 0 53 53 0 0 0 Q
6 |2012 1 235 0 287 2 2 285 2 1 5 2 10
| 7 |2013 2 493 0 781 11 14 767 11 7 25 7 50
8 2014 3 592 0 1,373 31 45 1,328 31 19 67 13 130
9 |2015 4 433 0 1,806 55 100 1,706 55 33 115 19 222
10 |2016 5 164 0 1,970 72 172 1,798 72 42 147 22 283
11 2017 6 0 0 1,970 79 251 1,719 79 44 152 22 297
12 [2018 7 0 0 1,970 79 330 1,640 79 41 143 21 283
13 |2019 8 0 0 1,970 79 408 1,561 79 38 133 20 270
14 {2020 9 0 0 1,970 79 487 1,483 79 36 124 19 258
15 |2021 10 0 0 1,970 79 566 1,404 79 33 116 18 246
16 |2022 11 0 0 1,970 79 645 1,325 79 31 108 17 234
17 |2023 12 0 0 1,970 79 724 1,246 79 28 99 16 223
18 |2024 13 0 0 1,970 79 802 1,167 79 26 91 15 211
19 [2025 14 0 0 1,970 79 881 1,089 79 24 83 14 200
20 |2026 15 0 0 1,970 79 960 1,010 79 21 75 13 188
21 |2027 16 0 0 1,970 79 1,039 931 79 19 67 12 176
22 |2028 17 0 0 1,970 79 1,117 852 79 17 58 1 165
23 |2029 18 0 0 1,970 79 1,196 773 79 14 51 10 154
24 12030 19 0 0 1,970 79 1,275 695 79 12 43 9 144
25 12031 20 0 0 1,970 79 1,354 616 79 11 37 8 135
26 12032 21 0 0 1,970 79 1,433 537 79 9 33 7 128
27 12033 22 0 0 1,970 79 1,511 458 79 8 28 6 121
28 12034 23 0 0 1,970 79 1,590 380 79 7 24 5 115
29 |2035 24 0 0 1,970 79 1,669 301 79 6 20 4 109
30 |2036 25 0 53 1,970 79 1,748 222 79 5 16 3 102
31 ]2037 26 0 287 1,917 77 1,772 145 77 3 12 2 94
32 |2038 27 0 781 1,682 67 1,604 78 67 2 8 1 78
33 |2039 28 0 1,373 1,189 48 1,158 30 48 1 4 1 53
| 34 |2040 29 0 1,806 597 24 590 7 24 0 2 0 26
35 |2041 30 0 1,970 164 7 164 0 7 0 0 0 7
36 |2042 31 0 1,970 0 0 0 0 0 0 0 0 Q
37 |2043 32 0 1,970 0 0 0 0 0 0 0 0 o]
| 38 |2044 33 0 1,970 0 0 0 0 0 0 0 0 9]
39 |2045 34 0 1,970 0 0 0 0 0 0 0 0 Q
40 |2046 35 0 1,970 0 0 0 0 0 0 0 0 Q
4112047 36 0 1,970 0 0 0 0 0 0 0 0 8]
42 12048 37 0 1,970 0 0 0 0 0 0 0 0 Q
43 2048 38 0 1,970 0 0 0 0 0 0 0 0 Q
44 12050 39 0 1,970 0 0 0 0 0 0 0 0 9]
45 12051 40 0 1,970 0 0 0 0 0 0 0 0 0
46 |2052 41 0 1,970 0 0 0 0 0 0 0 0 o]
47 |2053 42 0 1,970 0 0 0 0 0 0 0 0 Q

LGE-KU-00009525



Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

EQ ER ES ET EU EV | EW [ EX EY EZ FA FB FC FD FE FF FG | FH Fl FJ FK FL FM FN FO FP
T
2
3
4 | 2022] 2023] 2024] 2025] 2026] 2027| 2028] 2029| 2030] 2031] 2032] 2033] 2034] 2035] 2036] 2037]| 2038] 2039] 2040]| 2041] 2042] 2043| 2044] 2045] 2046 2047
5
6 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 36
| 7] 10 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
8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34
9 8 <] 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33
10 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32
11 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31
12 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
13 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29
14 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28
15 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27
16 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26
17 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25
18 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
19 0 Q 0 1 2 3 4 5 6 7 8 e] 10 11 12 13 14 15 16 17 18 19 20 21 22 23
20 0 Q 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22
21 0 9] 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21
22 0 Q 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
23 0 Q 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
24 0 Q 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
25 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
26 0 Q 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
27 0 Q 0 0 0 0 0 0 0 0 ¢] 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
28 9] Q 0 0 0 0 0 0 0 0 9] Q 1 2 3 4 5 6 7 8 9 10 11 12 13 14
29 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13
30 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12
31 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11
32 0 0 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 1 2 3 4 5 6 7 8 9 10
33 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5 B 7 8 9
| 34 | 0 0 0 0 0 0 0 0 0 0 0 o] 0 0 0 0] 0 0 1 2 3 4 5 6 7 8
35 0 Q 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0 0 0 1 2 3 4 5 6 7
36 0 Q 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0 0 0 0 1 2 3 4 5 6
37 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 3 4 5
| 38| 0 Q 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0 0 0 0 0 0 1 2 3 4
39 0 Q 0 0 0 0 0 0 0 0 0 Q 0 0 0 0 0 0 0 0 o] 0 0 1 2 3
40 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2
41 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1
42 0 Q 0 0 0 0 0 0 0 0 9] Q 0 0 0 0 0 0 0 0 o] 0 0 0 0 0
43 9] Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 o] 0 0 0 0 0
44 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
45 0 Q 0 0 0 0 0 0 0 0 0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0 0
46 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
47 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

FQ FR FS FT FU | Frv | Fw | Fx FY FzlealGB]|Gec | GD| GE|] GF | GG | GH Gl GJ GK
b
2
3
4 | 2048] 2049] 2050] 2051]| 2052] 2053| 2054] 2055] 2056] 2057] 2058] 2059] 2060| 2061] 2062| 2063| 2064] 2065] 2066] 2067] 2068
5
6 37 38 39 40 41 42 43 44 45 46 47 43 49 50 51 52 53 54 55 56 57
A 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 56
8 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55
<] 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54
10 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 43 49 50 51 52 53
11 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52
12 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51
13 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50
14 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49
15 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48
16 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47
17 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46
18 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45
19 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44
20 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 4 42 43
21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42
22 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41
23 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40
24 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39
25 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38
26 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37
27 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36
28 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35
29 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34
30 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33
31 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32
32 1 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31
33 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
| 34 | 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29
35 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28
36 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27
37 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26
| 38| 5 6 7 8 9 10 1" 12 13 14 15 16 17 18 19 20 21 22 23 24 25
39 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
40 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23
41 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18 19 20 21 22
42 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 18 20 21
43 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
44 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
45 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
46 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
47 0 0 0 0 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
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B E
48 |2054 43 0 1,970 0 0 0 0 0 0 0 0 0
49 2055 44 0 1,970 0 0 0 0 0 0 0 0 9]
50 |2056 45 0 1,970 0 0 0 0 0 0 0 0 Q
51 [2057 46 0 1,970 0 0 0 0 0 0 0 0 0
52 [2058 47 0 1,970 0 0 0 0 0 0 0 0 0
53 2058 48 0 1,970 0 0 0 0 0 0 0 0 0
54 2060 49 0 1,970 0 0 0 0 0 0 0 0 Q
55 |2061 50 0 1,970 0 0 0 0 0 0 0 0 0
56 2062 51 0 1,970 0 0 0 0 0 0 0 0 o]
57 [2063 52 0 1,970 0 0 0 0 0 0 0 0 o]
58 |2064 53 0 1,970 0 0 0 0 0 0 0 0 0
59 2065 54 0 1,970 0 0 0 0 0 0 0 0 0
60 2066 55 0 1,970 0 0 0 0 0 0 0 0 0
61 2067 56 0 1,970 0 0 0 0 0 0 0 0 0
62 |2068 57 0 1,970 0 0 0 0 0 0 0 0 0
63
64
65
66
[67]
68
69
70
71
72
73
74
75
76
77
78
79
80
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CD CE CF CG CH | Cl CJ CK CL CM CN CcO [ CP cQ CR
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 Q 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 o] 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
101 142 157 150 136 126 119 117 116 116 116 116 115 106 85
1 2 3 4 5 6 7 8 9 10 11 12 13 14
20.0% 32.0% 19.2% 11.5% 11.5% 5.8%
14.3% 24.5% 17.5% 12.5% 8.9% 8.9% 8.9% 4.5%
10.0% 18.0% 14.4% 11.5% 9.2% 7.4% 6.6% 6.6% 6.6% 6.6% 3.3%
5.0% 9.5% 8.6% 7.7% 6.9% 6.2% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9%
3.8% 7.2% 6.7% 6.2% 5.7% 53% 4.9% 4.5% 4.5% 4.5% 45% 45% 45% 4.5%
1.7% 2.6% 2.6% 26% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6%
1 2 3 4 5 <] 7 8 9 10 11 12 13 14
5.0% 9.5% 8.6% 7.7% 6.9% 6.2% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9% 5.9%
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Al B | C D E F G H I J K L M N [®) P Q
|1 |Proforma Financial Projection

2] |

3 |Income statement 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
4

5 Revenue 10 50 130 222 283 297 283 270 258 246 234 223 211
6

7 Expenses

8 Fixed O&M 2 7 13 19 22 22 21 20 19 18 17 16 15
9 Variable O&M - - - - - - - - - - - - -
10 Depreciation 2 11 31 55 72 79 79 79 79 79 79 79 79
11 4 18 44 74 94 101 100 99 98 97 96 95 94
12

13 Operating profit (EBIT) 6 32 86 148 189 196 183 171 160 149 138 128 117
14 \

15 Interest expense 1 7 19 33 42 44 41 38 36 33 31 28 26
16

17 EBT 5 25 67 115 147 152 143 133 124 116 108 99 91
18

19 Tax 2 10 27 46 59 61 57 53 50 46 43 40 36
20

21 Net Income (NIAC) 3 15 40 69 88 91 86 80 75 70 65 60 55
22

23 Deferred taxes 0 2 8 18 28 31 29 23 19 16 15 15 15
24
25
26 |Balance sheet 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
27
28 Assets 53 285 767 1,328 1,706 1,798 1,719 1,640 1,561 1,483 1,404 1,325 1,246 1,167
29
30 Liabilities
31 LT Debt 26 143 382 659 839 871 815 762 711 662 615 568 521 474
32 Cum Deferred Taxes - 0 2 10 29 57 88 117 139 158 174 190 205 220
33 Equity 26 143 382 659 839 871 815 762 711 662 615 568 521 474
34 53 285 767 1,328 1,706 1,798 1,719 1,640 1,561 1,483 1,404 1,325 1,246 1,167
35
36
37 |Free Cash Flow to Equity 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
38
39 EBT - 5 25 67 115 147 152 143 133 124 116 108 99 91
40 Depreciation - 2 11 31 55 72 79 79 79 79 79 79 79 79
41 Cash Taxes - @ ®) 19) (28) @10 29 (29 (30) @310 (30) (28) 25 @1
42 Capital Expenditure (53) (235) (493) (592) (433) (164) - - - - - - - -
43 Residual Value ‘ - - - - - N - - - - - R - R
44 Debt Finance ‘ 26 117 247 296 216 82 - - - - - - - -
45 Debt Repayment (loan principal) 1) 7) (20) (37) (50) (55) (54) (51) (49) (48) (47) (47) (47)
46 (26) (113) (225) (236) 111 56 147 139 131 123 17 112 107 102
47
48 NPV at 10.5% DR: 0.000
49 IRR:| 10.5%
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R S T U V W X Y Z AA AB AC AD AE AF AG AH Al
-
2
3 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
p
5 200 188 176 165 154 144 135 128 121 115 109 102 94 78 53 26 7 0
6
7
8 14 13 12 11 10 9 8 7 6 5 4 3 2 1 1 0 0 0
9 B N N N N N N N N N N N N N N N N N
10 79 79 79 79 79 79 79 79 79 79 79 79 77 67 48 24 7 -
11 93 92 N 90 89 88 87 86 85 84 83 82 79 69 48 24 7 0
12
13 107 96 86 75 65 56 48 42 36 31 26 20 15 10 5 2 0 0
14
15 24 21 19 17 14 12 11 9 8 7 6 5 3 2 1 0 0 0
16
17 83 75 67 58 51 43 37 33 28 24 20 16 12 8 4 2 0 0
18
19 33 30 27 23 20 17 15 13 11 10 8 6 5 3 2 1 0 0
20
21 50 45 40 35 30 26 22 20 17 14 12 9 7 5 2 1 0 0
22
23 15 15 14 11 2 (10) (23) (30) (32) (32) (32) 32) 31 @7 (19) (10) @) -
24
25
26 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
27
28 1,089 1,010 931 852 773 695 616 537 458 380 301 222 145 78 30 7 0 -
29
30
31 427 380 334 289 248 214 186 161 137 114 90 67 44 23 9 2 0 )
32 235 250 264 275 277 267 244 215 183 152 120 89 58 31 12 3 0 0
33 427 380 334 289 248 214 186 161 137 114 90 67 44 23 9 2 0 (0)
34 1,089 1,010 931 852 773 695 616 537 458 380 301 222 145 78 30 7 0 -
35
36
37 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
38
39 83 75 67 58 51 43 37 33 28 24 20 16 12 8 4 2 0 0
40 79 79 79 79 79 79 79 79 79 79 79 79 77 67 48 24 7 -
41 (18) (15) (12) (12) (18) (28) (38) 43) 43) (41 (39 (38) (35) (30) 21 (10) ®3) 0)
42 - - - - - - - - - - - - - - - - - -
43 - - - - - - - - - - - - - - - - - -
44 - } N N } N } N N } N - } N - N N }
45 @an|  @n|  @n @y @y @y @yl @ eal ey ey @y @ @ol (4 @ @ ©
46 97 92 87 80 71 60 51 44 41 38 36 33 30 25 17 8 2 0)
47
48
49
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From: Thomson, Robert

To: Conroy, Robert; Foxworthy, Carol

CC: Schram, Chuck

Sent: 11/3/2010 9:41:27 AM

Subject: Potential rate impacts of EPA proposals

Attachments: EPA Emissions - Draft 15 2010_1_10.pptx; Rate impact of EPA proposals 10_22_10.xlsx
Robert & Carol,

Chuck asked me to forward this ‘EPA rate impact' file to you, where we have taken one further step from the previous
‘combined company' view by allocating the $542 million incremental revenue requirement (in 2019) between the two
utilities.

In the tab “Company allocation” you'll see that we looked at two sets of cost estimates upon which to base the
company allocation. At the top of the sheet we took the cost estimates from Slide 11 of a PowerPoint presentation on
the potential EPA impact (also attached below), allocating Brown, Ghent and Green River costs to KU and Cane Run,
Mill Creek and Trimble 1 costs to LG&E (i.e. assuming that Cane Run is upgraded rather than replaced). This yielded a
38% KU /62% LG&E split. In the lower half of the sheet we took revised (B&V estimate) costs for Brown, Ghent, Mill
Creek and Trimble and assumed that Cane Run would be replaced by a CCCT (allocated 100% to LG&E). This
allocation produced a similar result - 34% KU / 66% LG&E. For purposes of illustration we applied the latter 4/ % split
to the $542 million (incremental) revenue requirement in 2019 - $185 million to KU and $357 million to LG&E - and then
proceeded to allocated between customer classes (residential, industrial, commercial) as before, on a revenue share
basis (using the revenue projections for 2019 provided by Carol) (see pages 3 & 4 of tab “Rate Impact’). | assume
these 2019 revenue projections (by class) represent base rate revenue (only), since the total projected 2019 revenue is
lower than 2009 actual (all-inclusive) revenue.

As before, after allocating the $542 million by company and then by class, we divide the class increments by projected
(2019) class sales to derive the $/kWh ‘impact’, which is then compared to all-in average $/kWh revenue in July 2010.

Clearly there are other methodologies that we could apply to justify other allocations; however this simple approach
highlights potential (escalating) challenges ahead in squaring joint planning and dispatch with individual asset
ownership.

Bob
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Tl

J

Environmental compliance is a high priority for E.ON U.S.

technology used to control SO,.

LG&E and KU and their customers have spent $2.6 billion on emission
controls since the 1970’s.

*  Our new Trimble County 2 generating unit will be among the cleanest
coal-fired power plants in the U.S., as evidenced by the receipt of the
advance coal technology tax incentive for efficiency and environmental
controls. Control Technology installed on TC2 includes the following:

* Selective Catalytic Reduction (SCR)

* Dry Electrostatic Precipitator (ESP)

* Powdered Activated Carbon Injection
* Fabric Filter Baghouse

* Wet Flue Gas Desulfurization (WFGD)
» Wet Electrostatic Precipitator (WESP)

In the 1970's, we pioneered flue gas desulfurization (FGD) or "scrubber”

|
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Since 1995, LG&E/KU coal SO, emission rates have been
reduced by 50%; NO, emission rates by 70%. Further
reductions are expected as TC2 and Brown FGD are
onligg.
12 Projected
10 -
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Unprecedented number of proposed regulations

EPA is proposing an unprecedented number of regulations that will have
a major impact on coal-fired utilities and their customers. The significant
risks are as follows -

* Absence of a comprehensive and coordinated federal strategy
compels implementation on a piecemeal basis.

* Reversal of prior regulatory determinations will generate large
economic impacts.

* Inconsistent deadlines will cause unnecessary compliance costs.

» Short deadlines are compromising state and utility efforts to
prepare proper implementation plans.

* Practical implication: We will be proposing construction projects
without benefit of final regulations in order to meet federal
deadlines for compliance because of long lead time in fabrication
and construction.
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New air regulations

National Ambient Air Quality Standards (NAAQS) - lowers the SO,, NO,, ozone,
and Particulate Matter (PM) standards which will make Louisville a
“nonattainment” area subject to federal sanctions.

Clean Air Transport Rule (CATR) - aimed at reducing air quality problems (SO,,
NO,, ozone and PM) in the eastern U.S.

Maximum Achievable Control Technology (MACT) for Hazardous Air Pollutants
(HAP) - new federal focus on plant by plant controls (as opposed to a system
basis) will dramatically increase the cost of reducing mercury and HAP other
emissions.

Carbon Dioxide (CO, ) Best Available Control Technology (BACT) - EPA will
require implementation of BACT despite the consensus that no commercial scale
control technology is currently available.
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New coal combustion products and water regulations

Coal Combustion Residuals (CCR) - (Ash ponds and landfills) - Despite past EPA
determinations that CCPs do not pose any significant human health or
environmental risks, EPA is considering designation of CCPs as a "hazardous
waste” subject to extensive requirements or modifying current "non-
hazardous” rules with more stringent requirements. Both approaches will
increase costs.

Water quality - EPA is revising cooling water withdrawal and water discharge
guidelines and standards.
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The new EPA regulations will significantly impact
Kentucky'’s electric customers

The new regulations are focused on coal-fired power plants.
95% of Kentucky's electricity is provided by coal.

LG&E/KU will comply with any new EPA regulations in the most cost
effective manner possible, but the cost increase will be significant.
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Short compliance timelines likely once final rules are
issued

National Ambient Air Quality Standards (NAAQS) for NO, and SO, - Issued:
February - June 2010; Compliance: 2016, 2017 respectively

Clean Air Transport Rule (CATR) - Projected Final Rule: June 2011; Compliance:
January 2012 & January 2014

Maximum Achievable Control Technology (MACT) for Hazardous Air Pollutants
(HAP) - Projected Final Rule: November 2011; Compliance: January 2015

Carbon Dioxide (CO, ) Best Available Control Technology (BACT) - Issued: May
2010; Compliance: January 2011

Coal Combustion Residuals (CCR) - Alternatives Proposed: May 2010; Projected
Final Rule: uncertain; Compliance: within 5 years of final rule

Water quality - Water withdrawal Projected Issue date: December 2010; Water
Discharge Projected Issue date: 2012; Compliance: Uncertain

H

Tl

|
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! | fl Iready h high level of I
LG&E/KU’s coal fleet already has a high level of contro
L] L] L] ®
technologies, but some additions or enhancements will be
required
S02 NOx
Net
Summer Emission Emission
Commercial Capacity Cooling EmissionRate  Control EmissionRate  Control
Dates (MW) Towers FGD Install (Ib/MMBtu) Efficiency SCR Install (Ib/MMBtu)  Efficiency

Brown 1957 -1971 684 Yes 2010 (3 units) 0.12 928% 2012 (1 Unit) 028 20%
Ghent 1974 - 1984 1,918 Yes 2000 - 2009 (4 units) 017 94 - 98% 2003 - 2004 (3 Units) 012 80 - 90%
Green River 1954 - 1959 163 No None 299 None None 0.40 None
Tyrone 1953 ral No None 133 None None 0.50 None
Cane Run 1962 - 1969 563 No 1976 - 1978 (3 units) 0.59 20 % None 0.34 None
Mill Creek 1972 - 1982 1,472 Yes 1978 - 1982 (4 Units) 0.49 920 - 92% 2003 (2 Units) 0.16 85-87%
Trimble County1 1990 383 Yes 1990 0.12 98 % 2002 0.06 80 - 85%
Trimble County 2 2010 549 Yes 2010 0.10 98 % 2010 0.04 90%
« All units have precipitators
+ MillCreek 1 does not have a cooling tower.
« Trimble1 and 2 capacities reflects 75% ownership
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Technology options for addressing air emissions are
known - except for CO,

] i

ol Blltiid |

i il captured)
Flue Gas CATR,

Desulfurization SO, 98% 450 - 900 5,000 - 11,000 /ton

NAAQS

(FGD)

Selective Catalytic CATR, _ _

Reduction (SCR) NO, NAAQS 90% 300 - 500 4,000 - 8,000 /ton
FGD + SCR MACT for . .

(Hg Co-Benefit) Hg HAP 60-70%  Co-benefit Co-benefit
Fabric Filter & PAC’

Injection (with FGD Hg M‘:ﬂ;“ 2535%  200-500 150,000 - 450,000 /Ib
and SCR)

Sorbent Injection SO,, Hg M'Ll\ﬁr; or TBD 15-30 TBD
Replace Coal Plant with Gas Plant

Combined Cycle

. . ! All NA 950 - 1,250 NA

Lombustion turbing.,
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Despite low emission levels at most stations, sizable
mvestments will be required to meet new air regu Iatlons
i * ||||||||||||||||||||||||||||||||||||||||||W
“““““ ‘ W %

i M\M\W\\MW\M\\HH\\\\H\\\\HHHHHHHH\H\HHH H‘“ l finini (SM)
Brown 684 SCR, Fabric Filter Baghouse, PAC Injection, Lime Injection 350 - 450
Ghent 1,918 SCR, Fabric Filter Baghouse, PAC Injection 950 - 1,150
Green River 163 SCR, Fabric Filter Baghouse, PAC Injection 150 - 250
Cane Run 563 FGP, §CR, Fabric Filter Baghouse, PAC Injection, Lime 850 - 950

Injection
FGD, SCR, Fabric Filter Baghouse, Electrostatic
Mill Creek 1,472 Precipitator (ESP), PAC Injection, Lime Injection, 1,250 - 1,900
Ammonia
Trimble County 932 Fabric Filter Baghouse, PAC Injection 150 - 200
Replace Coal Plant with Gas Plant
Potential CCCT 640 600 MW 2x1 Combined Cycle Combustion Turbine 600 - 300
Replacement
Note: does not include any investment to control for CO,
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Proposed EPA CCR regulations would require dry storage
and closing of existing ash ponds

Retrofit or close 21 ponds, including 10 ash ponds and 11 process/runoff ponds
across the fleet (8 stations)

Build landfills for future storage (Brown, Cane Run, Ghent, Mill Creek, Trimble
County)

Construct new process water ponds for each operating site
Closing ponds and moving to dry storage will cost an estimated $700 million over

the next ten years under the proposed CCR rules for non-hazardous waste.
Additional closure costs will be incurred upon plant retirements.
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Increased water withdrawal and discharge requirements

Potential federal EPA water regulations would impose more stringent
requirements on water withdrawal and discharges

Potential addition of cooling towers or discharge water treatment systems
* Stations without cooling towers: Cane Run, Green River, Mill Creek 1,
Tyrone

New treatment technologies are being developed for water discharges but are
not widely deployed in utility operations
* Physical-chemical treatment and/or biological treatment systems may be
required
» Cost of $40 - $300 million for each site pending final regulations, specific
standards, and treatment volumes
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Estimate at least $4 billion in capital costs needed over
next ten years

Il
B
e

Alr 3,300 - 5,000 150 - 300
CCpP 700 To be determined
Water To be determined
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Cumulative impact of proposed EPA regulations will
significantly increase electricity rates

Due to these regulations, by 2019 rates could increase by over 20% and
almost $550 million annually.

Rate Impact of proposed EPA regulations

Note: This calculation does not include potential compliance costs for water regulations,
Renewal Portfolio Standards (RPS) or carbon dioxide (CO2) reductions.
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Challenges and risks related to proposed regulations

Short time horizon - some air regulations would require compliance as early as
2012 with the most costly regulations beginning in 2014 and 2015. This allows
insufficient time to design facilities, obtain necessary federal and state
regulatory approvals, contract with vendors and install equipment.

Potential impacts on system reliability and transmission system - one
consequence of the proposed regulations will be the retirement of significant
amounts of coal-fired generation across the region.

Rapid cost escalation - industry rush to achieve compliance will drive up labor
and material costs (repeat of 2008) and make it difficult to obtain labor and
equipment at any price.

CO, policy could change - uncertainty associated with future CO, legislation could
result in less than optimal long-term investment decisions.

|
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What should the KPSC expect?

Requests for approval of environmental compliance projects perhaps
before the federal regulations are finalized

Compressed construction timelines due to compliance timing

Additional compliance costs to meet implementation dates of federal
rules

More frequent requests for rate increases due to substantial upward
cost pressures caused by compliance with the federal regulations
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What is the Company doing?

Evaluating multiple compliance alternatives

Participating in industry efforts to advocate more reasonable regulations
and timelines

Communicating our concerns directly with EPA on proposed regulations

Educating elected officials, regulators and customers on the effect of the
federal regulations will have on their electric bill
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1 $02 NOx

2 1995 12.2 6.3
3 1996 12.4 5.8
4 1997 12.4 5.1
5 1998 12.9 5.1
6 1999 12.6 4.9
7 2000 11.5 4.4
8 2001 10.3 4
9 2002 9.6 3.5
10 2003 10.2 3.3
11 2004 10.1 2.7
12 2005 9.3 2.7
13 2008 9.1 2.7
14 2007 9.4 2.8
15 2008 8.3 2.8
16 2009 6 1.8
17 2010 5.1 1.8
18 2011 3.4 1.6
19 2012 3.4 1.5
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| 1 |Sales, Revenue and Average Unit Rates {per Utility Financial Reports)

2 |

3 2008 2009 July 2010

4

5 |LG&E KWh $ $/kWh kWh $|  $/kwh kKWh $
6 |Residential Sales ..........cooueeveviveeieiiree e 4,206,410,526 | 301,021,844 0.072 4,095,806,460 310,340,508 0.076 593,573,594 | 44,858,233
| 7 [Small Commercial and Industrial Sales .......... 1,392,051,319 | 111,125,344 0.080 1,344,247,037 110,666,000 0.082 154,077,990 | 12,849,498
8 |Large Commercial Sales 2,331,119,751 | 137,250,087 0.059 2,272,699,738 141,774,569 0.062 232,055,516 | 14,896,275
9 |Large Industrial Sales ........ 2,850,830,033 | 138,314,832 0.049 2,412,418,682 124,099,537 0.051 252,296,232 | 13,405,650
10 |Public Street and Highway Lighting 61,974,931 6,896,924 0.111 59,012,932 6,806,105 0.115 3,705,924 534,560
11 |Other Sales to Public Authorities ... 1,240,681,990 68,992,558 0.056 1,220,972,154 71,502,523 0.059 126,045,463 7,458,653
| 12 Total - Ultimate Consumers ......... 12,083,068,550 | 763,601,589 0.063 11,405,157,003 765,189,241 0.067 1,361,754,719 | 94,002,869
13

14

15 |KU (including ODP) kKWh $ $/kWh kKWh $ $/kWh kWh $
16 |Residential Sales 6,802,830,237 | 462,085,548 0.068 6,594,160,339 480,270,452 0.073 679,264,592 | 51,758,876
| 17 [Commercial Sales 4,713,879,375 | 316,402,846 0.067 4,518,585,415 320,837,831 0.071 445,622,461 | 32,224,752
18 |Industrial Sales 5,125,141,555 | 268,939,540 0.052 4,867,629,386 267,669,673 0.055 506,098,071 | 28,765,346
19 |Mine Power ................... 870,237,299 50,316,630 0.058 784,985,635 48,322,690 0.062 49,166,234 3,444,565
20 |Public Street and Highway Lighting 57,575,377 10,014,050 0.174 53,938,858 10,185,756 0.189 4,245,108 942,854
21 |Other Sales to Public Authorities 1,572,082,501 93,273,848 0.059 1,524,112,658 95,587,730 0.063 150,438,149 9,267,928
| 22 [Municipal Pumping 76,854,641 4,760,365 0.062 69,094,357 4,532,294 0.066 5,711,572 379,950
23 |Refunds (469,231)

24| Total - Ultimate Consumers 19,218,600,985 | 1,205,792,827 0.063 18,412,506,648 | 1,226,937,195 0.067 1,840,546,187 | 126,784,273
25

26

27 |Combined Company kWh $ $/kWh kWh $ $/kWh kWh $
28 |Residential 11,009,240,763 | 763,107,392 0.069 10,689,966,799 790,610,959 0.074 1,272,838,186 | 96,617,110
29 |industrial 8,846,208,887 | 457,571,002 0.052 8,065,033,703 440,091,901 0.055 807,560,537 | 45,615,561
30 |Commercial / Other 11,446,219,885 | 748,716,021 0.065 11,062,663,149 761,892,807 0.069 1,121,902,183 | 78,554,472
31| Total - Ultimate Consumers .........coceecveeeas 31,301,669,535 | 1,969,394,416 0.063 29,817,663,651 | 1,992,126,436 0.067 3,202,300,906 | 220,787,142
32

33

34 |KU

35 |Residential 679,264,592 | 51,758,876
36 |Industrial 555,264,305 | 32,209,911
37 |Commercial / Other 606,017,290 42,815,485
38

39 |LGE

40 |Residential 593,573,594 | 44,858,233
41 |Industrial 252,296,232 | 13,405,650
42 |Commercial / Other 515,884,893 | 35,738,986
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2
3
4
5| $/kwh
6| 0076
| 7] o083
8| o064
9| o053
10] o144
11] 0059
(12| 0.069
13
14
15]  $/kwh
16| 0076
[17] o072
18| 0057
19] 0070
20| o022
21| 0.062
[22]  0.067
23
24| 0.069
25
26
27| $/kwh
28] 0.076
29| 0.056
30| 0.070
31  0.069
32
33
34
35| 0.076
36| 0.058
37| o071
38
39
40| 0.076
41| 0.053
42]  0.069
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A | B C D F G
1 2011 MTP Sales Forecast
2
3 |2019 Forecasted Billed Sales by Revenue Class (GWh)
4
5 Residential Industrial Commercial || - Ultimate Consumers Municipals Total sales
6 [KU 6,841 6,473 7,056 20,370 2,176 22,546
7 [LG&E 4,435 2,868 5,978 13,281 13,281
8 [Total KY 11,276 9,341 13,034 33,651 2,176 35,827
9
10 |ODP 419 224 332 975 975
11 |Total 11,695 9,565 13,366 34,626 2,176 36,802
12
13 |Commercial includes Public Authority, Street Lighting, and Municipal Pumping
14 [Industrial includes Mine Power
15 [Source: 20100621 _LF Results_0304D03.docx
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A

B

| C

Rate impact of environmental compliance costs

1. Cost allocation on Sales Share Basis (Combined Co

mpany, Total Retail Sales)

Incremental revenue requirement in 2019

$542 million

|V ]|WIN]|-

July 2010 Sales, Revenue and Average Rates

Forecasted sales

in 2019

Cost allocation (SM

Rate adder (S/k

0|~

Sales (GWh)

Revenue

Rates ($/kWh)

GWh

Share

10

Residential

1,273

40%

$96,617,110

0.076

11,695

34%

$183

0.016

11

Industrial

808

25%

$45,615,561

0.056

9,565

28%

$150

0.016

12

Commercial

1,122

35%

$78,554,472

0.070

13,366

39%

$209

0.016

13

3,202

220,787,142

0.069

34,626

100%

$542

14

15

16

17

18

19

30%

Rate Impact of proposed EPA regulations

20

21

25%

22

20%

23

24

15%

25

26

10%

27

28
29

% increase over 2010 base

5%

30

0%

31

32

Residential

Industrial

Commercial
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Rate increase over 2010 base

10

21%

11

28%

12

22%

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
29

30

31

32
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A

D

2. Cost allocation

on Revenue Share Basis {Combined Company, Total Retail Sales)

Incremental revenue requirement in

2019

$542 million

Cost allocation

2019 Revenue

% of total revenue

Allocated Portion of Revenue Requirem

Residential

$485

million

40%

$214 |million

Industrial

$242

million

20%

$107 |million

Commercial/Other

$501

million

41%

$221|million

$1,228

$542

Rate impact

2019 Sales (GWh)

Rate impact per kWh

"All-in" $/kwh, July 2010

Percent Change

Residential

11,695

$0.018

$0.076

24%

Industrial

9,565

$0.011

$0.056

20%

Commercial/Other

13,366

$0.017

$0.070

24%

138

139

140

141

142

30%

Rate Impact of proposed EPA regulations

25%

20%

15%

10%

% increase over 2010 base

5%

0%

Residential

Industrial

Commerecial

143

144
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33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

125

126

127

129

130

131

132

138

140

141

142

143

144
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A | C D E G H J
145|Rate Impact by Company
146 \
147|Cost allocation on revenue share basis, retail sales only
148
149|(i) LG&E
150
151|Incremental revenue requirement in 2019 $357 million
152
153|Cost allocation 2019 Revenue % of total revenue Allocated Portion of Revenue Requirement
154|Residential $235 |million 40% $143 |million
155]Industrial $94 |million 16% $57 |million
156|Commercial/Other $260 |million 44% $158 | million
157 $588 $357
158
159|Rate impact 2019 Sales (GWh) Rate impact per kWh "All-in" $/kwh, July 2010 Percent Change
160|Residential 4,435 $0.032 $0.076 43%
E Industrial 2,868 $0.020 $0.053 37%
162|Commercial/Other 5,978 $0.026 $0.069 38%
163 13,281
164
165
| 166 (ii) KU
167
168|Incremental revenue requirement in 2019 $185 million
169
170|Cost allocation 2019 Revenue % of total revenue Allocated Portion of Revenue Requirement
| 171[Residential $250 |million 39% $72 |million
172|Industrial $148 |million 23% $43 |million
173|Commercial/Other $242|million 38% $70 | million
174 $640 $185
175
| 176|Rate impact 2019 Sales (GWh) Rate impact per kWh "All-in" $/kwh, July 2010 Percent Change
177|Residential 7,260 $0.010 $0.076 13%
178|Industrial 6,697 $0.006 $0.058 11%
179|Commercial/Other 7,388 $0.009 $0.071 13%
180 21,345
181
182
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146

147

148

149

150

152

153

155

156

157

158

160

161
162

163

164

165

166
167

168

169

170

171
172

173

175

176
177

178

180

181

182
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A

| B C D | E F G

183

Rate Impacts Summary

184

LG&E KU Combined

185

Residential

43% 13% 24%

186

Industrial

37% 11% 20%

187

Commercial

38% 13% 24%

188

189

190

191

192

45%

193

40%

194

195
196

35%

197

30%

198

199

25%

200
201

20%

202

15%

203

% Increase over 2010 base

204

10%

205
206

5%

207

208

0%

209

210
211

212

Rate Impact of Proposed EPA Regulations

Residential Industrial Commercial

OLG&E OKU 0O Combined

l [ |
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A | B [ C [ D | E F [ J K L M N
1 [Total Company ECR Revenue Requirements, 2019 (FW Model BV .xls; ECRRevenues) Questions
2 Total Jurisdictional What is the source of 2019 revenues in Rate Impact tab? RepresentJ
3 |LGE $541 |million $481 |million Why is total 2019 EPA-related revenue requirement $760 million (v§
4 |KU $329 |million $286 |million Why are "jurisdictional” costs used to calculate impacts based on rg
5 Check - allocation shares, cells d31:d33 (correction)
6 |Capital Expenditure for New EPA Regulations, total (CapEx Rollforward BV.xls; Capex B&V, rows 6-20)
7 |LGE $2,815 |million 66%
8 |KU $1,456 |million 34%
9
10 |Total Capital Expenditures for ECR Recovery, per LTP (FW Model BV.xls; ECRRevenues)
11 |LGE $2,995 |million
12 |KU $1,901 |million
13
14 |Percent of total ECR expenditures related to new regulations:
£ LGE 94.0%
16 |KU 76.6%
17
18 |ECR Revenue Requirement related to new EPA regulations:
19 Total Jurisdictional
ﬂ LGE $508.57 |million $452.17 67%
21 [KU $252.02 |million $219.16 33%
22
23 |Rate Impact of ECR revenue requirement, based on percent of revenue estimates
24 |LGE July 2010 Revenues Forecast 2019|Rate Impact
A Residential S 44,858,233 47.7% $215.78 4,435.00 | 0.0486528
26 |Industrial S 13,405,650 14.3% $64.48 2,868.00 | 0.0224837
27 |Commercial/Other S 35,738,986 38.0% $171.91 5,978.00 | 0.0287571
28 $ 94,002,869
29
30 |KU July 2010 Revenues Forecast 2019 |Rate Impact
i Residential S 51,758,876 40.8% $89.47 6,841.00 | 0.0130783
32 |Industrial $ 32,209,911 25.4% $55.68 6,473.00 | 0.0086014
33 |Commercial/Other S 42,815,485 33.8% $74.01 7,056.00 | 0.0104889
34 $ 126,784,273
35
36
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A B C D E F G H J K L M N
37
38 |Rate Impact of ECR revenue requirement, based on demand allocation
39 |LGE total ECR revenue requirement for new regulation: $508.57 |million
40 |Demands, per 2008 rate case cost of service study
41 Peak Intermediate Base
42 |Residential 1,314,970 49.8% 692,749 39.0% 197,877 21.6%
43 |Industrial 417,687 15.8% 680,875 38.3% 413,717 45.2%
44 |Commercial/Other 908,226 34.4% 403,280 22.7% 302,899 33.1%
45
46 |Demand Allocator 0.5078 0.1532 0.3389
47
48 |ECR costs by demand $258.25 $§77.91 $172.35
49
50 |ECR costs to classes Total
51 |Residential $128.59 $30.38 $37.29 $196.26
52 |Industrial $40.85 $29.85 $77.97 $148.67
53 |Commercial/Other $88.82 $17.68 $57.09 $163.59
54 $508.52
55
[ 56|
57 |Estimated Peak Demg08 COS load factor 2019 sales 2019 NCP, MW| Rate Impact
58 |Residential 4,435 $0.044 |per kWh
59 |Industrial 69.8% 2,868 469 $2.64 |per kw-month
60 |Commercial/Other 54.3% 5,978 1,256 $1.09 |per kw-month
| 61 ]
62
63 |Rate Impact of ECR revenue requirement, based on demand allocation
64 |KU total ECR revenue requirement for new regulation: $252.02 |million
65 |Demands, per 2008 rate case cost of service study
| 66 | Peak Intermediate Base
67 |Residential 1,565,459 36.0% 1,896,227 44.5% 258,530 17.7%
68 |Industrial 901,997 20.8% 776,586 18.2% 475,925 32.6%
69 |Commercial/Other 1,463,426 33.7% 1,250,642 29.3%| 583,314 40.0%
70 |Wholesale 413,276 9.5% 340,623 8.0% 140,494 9.6%
[ 71 ]
72 |Demand Allocator 0.5078 0.1532 0.3389
73
74 |ECR costs by demand $127.97 $38.61 $85.41
75
76 |ECR costs to classes Total
77 |Residential $46.12 $17.17 $15.14 $78.43
78 |Industrial $26.57 $7.03 $27.87 $61.48
79 |Commercial/Other $43.11 $11.32 $34.16 $88.60
80 |Wholesale $12.17 $3.08 $8.23 $23.49
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A B C D E F H J K L M N
81 $251.99
82
83 |Estimated Peak Dem#08 COS load factor 2019 sales|2019 NCP, MW| Rate Impact
84 |Residential 6,841 $0.011 |per kWh
85 |Industrial 0.42979 6,473 1,719.27 $0.30 |per kw-month
86 |Commercial/Other 0.62918 7,056 1,280.21 $0.58 |per kw-month
87 |[Wholesale 0.55226 2,176 449.79 $0.44 |per kw-month
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A [ 8 | ¢ D 3 F G H |
1 |Capital Expenditures for EPA Compliance
2
3 |Station Mw Capital expenditure required ($ million)
4 Min Max| Expected S/kW
5 |Brown KU 684 |SCR, Fabric Filter Baghouse, PAC Injection, Lime Injection 350 450 400 585
6 |Ghent KU 1,918 |SCR, Fabric Filter Baghouse, PAC Injection 950 1,150 1,050 547
7 |Green River KU 163 [SCR, Fabric Filter Baghouse, PAC Injection 150 250 200 1,227
8 [Cane Run LG&E 563 |FGD, SCR, Fabric Filter Baghouse, PAC Injection, Lime Injeq 850 950 900 1,599
9 |Mill Creek LG&E 1,472 |FGD, SCR, Fabric Filter Baghouse, Electrostatic Precipitato| 1,250 1,900 1,575 1,070
10 |Trimble 1 LG&E 932 |Fabric Filter Baghouse, PAC Injection 150 200 175 188
11 5,732 3,700 4,900 4,300 750
12
13 |KU assets 2,765 1,450 1,850 1,650 38%
14 |LG&E assets 2,967 2,250 3,050 2,650 62%
15
16 |CCCT replacement 640 |600 MW 2x1 Combined Cycle Combustion Turbine 600 800 700 1,094
17 4,300 5,700 5,000
18
| 19 |
20
21 |Alternative CapEx Allocation
22 Expected CapEx ($ million)
23 |Brown KU 389
A Ghent KU 909
25 |Mill Creek LG&E 1645
26 |Trimble LG&E 166
27
28 |CCCT replacement |LG&E 700
| 29 |
30 |KU share 1298 34%
31 |LG&E share 2511 66%
32 3809 100%
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A B C D E F G H | J K M N 0
1 |Projection of Muni revenues (from LTP model - 2011-20)
2
3 |2011-2020 LTP (Final) 2011 2012 2013 2014 2015 2016 2017 2018 2019
4 |Non-Fuel Base Rates 51.6 62.2 62.8 63.4 64.0 64.6 65.2 65.8 66.5
5 |Fuel (Base + FAC) 51.3 535 546 £58.8 53.8 66.3 67.5 723 78.0
6 |Base Rate Increases 21 89 156 18.9 231 296 379 44.4 472
7
8 |FERC Revenues ($MMs-excl Misc Charges) 115.0 1246 1329 1411 146.8 160.5 170.6 182.6 191.7 32.6 |Increase from|
9 0.0 CcO2
10
11 |2011-2020 LTP (Preliminary Draft used in EPA regulations presentation) 2011 2011 2012 2013 2014 2015 2016 2017 2018 2019
12 |Non-Fuel Base Rates 46.2 473 49.5 50.4 50.9 51.8 522 52.5 52.9 53.3
13 |Fuel (Base + FAC) 47.7 49.4 553 58.2 58.0 55.9 60.3 62.4 66.1 70.7
14 |Base Rate Increases 43 10.5 15.8 213 28.2 37.4 47.6 58.5 68.9 7.7
15
16 |FERC Revenues ($MMs-excl Misc Charges) 107.2 120.6 129.9 137.1 145.0 160.1 173.3 187.8 199.8 407
17 0.0 CcO2
18
19 |2010-2019 LTP 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
ﬂ Non-Fuel Base Rates 46.2 473 495 50.4 50.9 51.8 522 525 529 533
21 |Fuel (Base + FAC) 47.7 494 553 58.4 58.9 57.3 59.6 61.7 64.7 68.2
22 |Base Rate Increases 5.1 13.2 19.6 24.6 302 37.3 442 49.4 523 54.0
23
24 |FERC Revenues ($MMs-excl Misc Charges) 99.0 110.0 1243 133.4 140.0 146.4 156.0 163.6 169.8 175.5
| 25 | (16.5) co2
26
27
28 |Projected 2019 Muni sales (GWh) 2,176
29 |EPA-related increase ($/kWh) in 2019 $0.0150
| 30 |
31 2008 2009 2010 Jul-10
32 |Revenue from sales to Munis {$ million) 919 91.2 62.2 12.6
33 |Muni sales (Gwh) 1,971 1,848 1,177 199
34 |Unit revenue from sales to Munis ($/kWh) $0.0466| $0.0493| $0.0529| $0.0633
| 35 |
36 |EPA-related impact in 2019 as % of 2010 unit revenue 28%
37
38
39 |KU MUNICIPALS - 2010 RATES
40 |AVERAGE COST PER MWH FOR POWER USED DURING THE MONTH LISTED - BILL DUE DATE TWO MONTHS LATER
41
42 Jan Feb Mar Apr May Jun Jul YTD
43
44 |Barbourville $50.72| $49.84| $51.27| $49.66| $54.56 $57.25| $59.93| $53.32

Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A B C D E F | @ H [

45 |Bardstown $51.04| $49.62| $48.69| $49.54| $53.11 $55.30| $58.60| $52.27
46 |Bardwell $52.35| $50.39| $49.73| $52.65| $58.43 $58.96| $61.83| $54.91
47 |Benham $57.26| $54.45| $60.03| $58.96| $57.57 $59.68| $63.20| $58.74
48 |Berea $52.22| $51.43| $52,74| $48.46| $53.33 $56.42| $59.17| $53.40
49 [Corbin $51.07| $49.75| $50.50| $51.16| $55.84 $58.37| $60.80| $53.93
50 |Falmouth $51.83| $52.09| $51.85| $52.38| $61.19 $63.03| $65.48| $56.84
51 |Frankfort $50.38| $49.81| $49.35| $49.48| $53.95 $56.05| $59.06| $52.58
52 |Madisonville $50.30| $48.39| $47.28| $50.33| $53.84 $55.82| $58.90| $52.12
53 |Nicholasville $50.42| $49.17| $49.16| $47.90| $52.04 $54.88| $58.94| $51.79
54 |Paris $39.04| $36.78| $36.32| $30.93| $35.76 $45.98| $45.99| $38.69
55 |Providence $50.94| $49.62| $49.90| 651.47| $58.47 $58.27| $60.87| $54.22
56

57 |Average All Muni's $50.63| $49.28| $49.73| $49.41| $54.01 $56.67| $59.40| $52.73
58 |Average All Muni's except Paris $51.68| $50.41| $50.95| $51.09| $55.67 $57.64| $60.62| $54.01
59 |Avg All Muni's except  Benham & Paris $51.13| $50.01| $50.05| $50.31| $55.47 $57.44| $60.36| $53.54
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A [ 8] C | D E F G H I ) K L

| 1 |Sales, Revenue and Average Unit Rates {per Utility Financial Reports)

2 |

3 2008 2009 July 2010

4

5 |LG&E KWh $ $/kWh kWh $|  $/kwh kKWh $
6 |Residential Sales ..........cooueeveviveeieiiree e 4,206,410,526 | 301,021,844 0.072 4,095,806,460 310,340,508 0.076 593,573,594 | 44,858,233
| 7 [Small Commercial and Industrial Sales .......... 1,392,051,319 | 111,125,344 0.080 1,344,247,037 110,666,000 0.082 154,077,990 | 12,849,498
8 |Large Commercial Sales 2,331,119,751 | 137,250,087 0.059 2,272,699,738 141,774,569 0.062 232,055,516 | 14,896,275
9 |Large Industrial Sales ........ 2,850,830,033 | 138,314,832 0.049 2,412,418,682 124,099,537 0.051 252,296,232 | 13,405,650
10 |Public Street and Highway Lighting 61,974,931 6,896,924 0.111 59,012,932 6,806,105 0.115 3,705,924 534,560
11 |Other Sales to Public Authorities ... 1,240,681,990 68,992,558 0.056 1,220,972,154 71,502,523 0.059 126,045,463 7,458,653
| 12 Total - Ultimate Consumers ......... 12,083,068,550 | 763,601,589 0.063 11,405,157,003 765,189,241 0.067 1,361,754,719 | 94,002,869
13

14

15 |KU (including ODP) kKWh $ $/kWh kKWh $ $/kWh kWh $
16 |Residential Sales 6,802,830,237 | 462,085,548 0.068 6,594,160,339 480,270,452 0.073 679,264,592 | 51,758,876
| 17 [Commercial Sales 4,713,879,375 | 316,402,846 0.067 4,518,585,415 320,837,831 0.071 445,622,461 | 32,224,752
18 |Industrial Sales 5,125,141,555 | 268,939,540 0.052 4,867,629,386 267,669,673 0.055 506,098,071 | 28,765,346
19 |Mine Power ................... 870,237,299 50,316,630 0.058 784,985,635 48,322,690 0.062 49,166,234 3,444,565
20 |Public Street and Highway Lighting 57,575,377 10,014,050 0.174 53,938,858 10,185,756 0.189 4,245,108 942,854
21 |Other Sales to Public Authorities 1,572,082,501 93,273,848 0.059 1,524,112,658 95,587,730 0.063 150,438,149 9,267,928
| 22 [Municipal Pumping 76,854,641 4,760,365 0.062 69,094,357 4,532,294 0.066 5,711,572 379,950
23 |Refunds (469,231)

24| Total - Ultimate Consumers 19,218,600,985 | 1,205,792,827 0.063 18,412,506,648 | 1,226,937,195 0.067 1,840,546,187 | 126,784,273
25

26

27 |Combined Company kWh $ $/kWh kWh $ $/kWh kWh $
28 |Residential 11,009,240,763 | 763,107,392 0.069 10,689,966,799 790,610,959 0.074 1,272,838,186 | 96,617,110
29 |industrial 8,846,208,887 | 457,571,002 0.052 8,065,033,703 440,091,901 0.055 807,560,537 | 45,615,561
30 |Commercial / Other 11,446,219,885 | 748,716,021 0.065 11,062,663,149 761,892,807 0.069 1,121,902,183 | 78,554,472
31| Total - Ultimate Consumers .........coceecveeeas 31,301,669,535 | 1,969,394,416 0.063 29,817,663,651 | 1,992,126,436 0.067 3,202,300,906 | 220,787,142
32

33

34 |KU

35 |Residential 679,264,592 | 51,758,876
36 |Industrial 555,264,305 | 32,209,911
37 |Commercial / Other 606,017,290 42,815,485
38

39 |LGE

40 |Residential 593,573,594 | 44,858,233
41 |Industrial 252,296,232 | 13,405,650
42 |Commercial / Other 515,884,893 | 35,738,986
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2
3
4
5| $/kwh
6| 0076
| 7] o083
8| o064
9| o053
10] o144
11] 0059
(12| 0.069
13
14
15]  $/kwh
16| 0076
[17] o072
18| 0057
19] 0070
20| o022
21| 0.062
[22]  0.067
23
24| 0.069
25
26
27| $/kwh
28] 0.076
29| 0.056
30| 0.070
31  0.069
32
33
34
35| 0.076
36| 0.058
37| o071
38
39
40| 0.076
41| 0.053
42]  0.069
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A | B C D F G
1 2011 MTP Sales Forecast
] |
3 |2016 Forecasted Billed Sales by Revenue Class (GWh)
4
5 Residential Industrial Commercial || - Ultimate Consumers Municipals Total sales
6 [KU 6,560 6,607 6,768 19,935 2,116 22,051
7 [LG&E 4,277 2,821 5,692 12,790 12,790
8 [Total KY 10,837 9,428 12,460 32,725 2,116 34,841
9
10 |ODP 414 217 321 952 952
11 |Total 11,251 9,645 12,781 33,677 2,116 35,793
12
13 |Commercial includes Public Authority, Street Lighting, and Municipal Pumping
14 [Industrial includes Mine Power
15 [Source: 20100621 _LF Results_0304D03.docx
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A | B I C

Rate impact of environmental compliance costs

Choose scenario 4

2016 Revenue Requirements ($ million)

Scenarios

1 2

3

Air compliance (exc SCR)

LG&E $265 $306

$338

$297

Air compliance (inc SCR)

KU $134 $197

$252

$190

Air compliance (inc SCR) + CCP compliance

OR[N |V ]|WIN |-

Combined Co $399 $503

$590

$487

AIWIN|-

Air compliance (exc SCR) + CCP complia

nce

=
o

[
[N

1. Cost allocation on Sales Share Basis (Combined Co

mpany, Total Retail Sales)

Juny
N

[y
w

Incremental revenue requirement in 2016

$487

million

=
N

15

July 2010 Sales, Revenue and Average Rates

Forecasted sales

in 2016

Cost allocation (SM

Rate adder ($/k

16

17

Sales (GWh)

Revenue

Rates ($/kWh)

GWh

Share

18

Residential 1,273 40%

$96,617,110

0.076

11,251

33%

$163

0.014

19

Industrial 808 25%

$45,615,561

0.056

9,645

29%

$139

0.014

20

Commercial 1,122 35%

$78,554,472

0.070

12,781

38%

$185

0.014

21

3,202

220,787,142

0.069

33,677

100%

$487

22

23

24

25

26

27

28

29

30

31

32
33

34

35

36

% increase over 2010 base

37
38

39

40

30%

25%

20%

15%

10%

5%

0%

Rate Impact of proposed EPA regulations - 2016

Residential

Industrial

Commercial
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A B C D E F G H | J K L M

41

42 |2. Cost allocation on Revenue Share Basis (Combined Company, Total Retail Sales)

43

44 |Incremental revenue requirement in 2016 $487 | million

45

46 |Cost allocation 2019 Revenue % of total revenue Allocated Portion of Revenue Requirement

47 |Residential $485 |million 40% $192 |million

48 |Industrial $242 |million 20% $96 | million

49 [Commercial/Other $501 |million 41% $199 |million

50 $1,228 $487

51

52 |Rate impact 2016 Sales (GWh) Rate impact per kWh "All-in" $/kwh, July 2010 Percent Change

53 [Residential 11,251 $0.017 $0.076 23%

54 |Industrial 9,645 $0.010 $0.056 18%

55 [Commercial/Other 12,781 $0.016 $0.070 22%

56

57

133

134

135 Rate Impact of proposed EPA regulations 2016

136 25%

137

138 20%

139

140

15%

141

142

143 10%

144

% increase over 2010 base

145

146

147 0%

148 Residential Industrial Commercial

149

150

151

152
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A [ C D E G J
153|Rate Impact by Company
154 \
155|Cost allocation an revenue share basis, retail sales only
156
157|(i) LGRE
158
159|Incremental revenue requirement in 2016 $297 | million
160
161|Cost allocation 2019 Revenue % of total revenue Allocated Portion of Revenue Requirement
162|Residential $235 |million 40% $119 |million
163|Industrial $94 |million 16% $47|million
164|Commercial/Other $260 |million 44% $131 |million
165 $588 $297
166
167|Rate impact 2016 Sales (GWh) Rate impact per kWh "All-in" $/kwh, July 2010 Percent Change
168|Residential 4,277 $0.028 $0.076 37%
ﬂ Industrial 2,821 $0.017 $0.053 32%
170|Commercial/Other 5,692 $0.023 $0.069 33%
171 12,790
172
173
| 174] (i) KU
175
176|Incremental revenue requirement in 2016 $190| million
177
178|Cost allocation 2019 Revenue % of total revenue Allocated Portion of Revenue Requirement
| 179[Residential $250 |million 39% $74|million
180|Industrial $148 |million 23% $44|million
181|Commercial/Other $242 | million 38% $72 million
182 $640 $190
183
| 184|Rate impact 2016 Sales (GWh) Rate impact per kWh "All-in" $/kwh, July 2010 Percent Change
185|Residential 6,974 $0.011 $0.076 14%
186|Industrial 6,824 $0.006 $0.058 11%
187|Commercial/Other 7,089 $0.010 $0.071 14%
188 20,887
189
190
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

A

[ B

D

191

Rate Impacts Summary

192

LG&E

KU

Combined

193

Residential

37%

14%

23%

194

Industrial

32%

11%

18%

195

Commercial

33%

14%

22%

196

197

198

199

200

40%

201

202

35%

203
204

30%

205

206

25%

207

208
209

20%

210

15%

211

% Increase over 2010 base

212

10%

213
214

5%

215

216

0%

217

218
219

220

Rate Impact of Proposed EPA Regulations - 2016

Residential

Industrial

OLG&E OKU 0OCombined
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Supplemental Response to KU AG 1-2, 1-5 and LGE AG 1-2, 1-6

From: Conroy, Robert

To: Voyles, John

Sent: 1/27/2011 10:27:53 AM
Subject: Re: ECR

We have a 2 hour meeting tomorrow to discuss details with Scott, Chuck, Wink and legal and begin developing
testimony. I did not have Andrea include you and Lonnie but it you want to attend you are welcome.

Sent from my iPhone

On Jan 27, 2011, at 9:51 AM, "Voyles, John" <John.Voyles@lge-ku.com> wrote:

Robert,
Any idea on the next meeting dates?

i\

Please note that my e-mail address has changed from john.voyles@eon-us.com to john.voyles@Ige-ku.com. Please take this opportunity to update my
address in your address book and delete the old e-mail address immediately. The old e-mail address will soon expire, and | will no longer be able to receive
e-mails at that address.
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From: Williams, John

To: Saunders, Eileen; Schroeder, Andrea

Sent: 2/4/2011 10:54:27 AM

Subject: RE: BR Landfill - Conceptual Drawings, Evaluation Paper, Engineering Design Scope
Attachments: BR Landfill Justification (08-Sep-10).pdf

Andrea,

See attached.
Thanks,

John

From: Saunders, Eileen

Sent: Friday, February 04, 2011 8:49 AM

To: Schroeder, Andrea

Cc: Williams, John

Subject: Re: BR Landfill - Conceptual Drawings, Evaluation Paper, Engineering Design Scope
Andrea,

| am out of town on business today. Hopefully John can provide you what you need.
Thanks,

Eileen

From: Schroeder, Andrea

Sent: Friday, February 04, 2011 08:14 AM

To: Saunders, Eileen

Cc: Williams, John

Subject: RE: BR Landfill - Conceptual Drawings, Evaluation Paper, Engineering Design Scope

Could you provide the non-redacted (not blacked-out) version of the Landfill Justification document?

If we use any redacted documents as part of the filing and the information needs to remain confidential, we will file a
redacted version in the public record and a confidential (non-redacted) version under seal.

From: Saunders, Eileen

Sent: Thursday, February 03, 2011 9:04 PM

To: Schroeder, Andrea

Cc: Williams, John

Subject: Fw: BR Landfill - Conceptual Drawings, Evaluation Paper, Engineering Design Scope
Andrea,

Here is the information from John.

Thanks,

Eileen

From: Williams, John
Sent: Thursday, February 03, 2011 11:44 AM
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To: Saunders, Eileen
Subject: BR Landfill - Conceptual Drawings, Evaluation Paper, Engineering Design Scope

Eileen,
| believe the attachments will meet the intent of the presentation:

Conceptual Drawings:

<<Initial Design Concepts Memo 2-3-11.pdf>> <<Fig1.1_Jan_20_2011.pdf>> <<Fig2.1_Jan_20_2011.pdf>>
<<Fig1.2_Jan_20_2011.pdf>> <<Fig2.2_Jan_20_2011.pdf>>

Evaluation Paper:

<<BR Landfill Justification ($ blacked out) (08-Sep-10).pdf>>

Engineering Design Scope:

<<BR CCR Engineering Scope (13-Oct-10).pdf>>
Regards,

John S. Williams

LG&E and KU Energy

Project Engineering

Civil Engineer

(859) 367-1275 (E.W. Brown Office)
(502) 627-3793 (Louisville Office)
(502) 645-4330 (Cellular)

John Williamsi@lge-ku.com
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E.W. Brown CCR Storage Evaluation

Continue Main Pond Project vs. Conversion to Landfill
September 08, 2010

Executive Summary

On June 21, 2010 the EPA issued a proposed Coal Combustion Residual (CCR) ruling that
establishes federal guidelines for CCR storage. In light of the EPA’s proposed CCR ruling,
Project Engineering (PE) reviewed the CCR storage project (i.e., Main Ash Pond Project) at
E.W. Brown (BR) that is under construction to evaluate what effects the EPA’s proposed CCR
rules potentially imposed on long-term wet storage of CCR at BR.

Significant work has been completed on the BR CCR Project, including detailed engineering and
permitting for all phases of the project, as well as the physical work of relocating the
transmission lines that cross the ash pond, ash handling upgrades and construction of the
Auxiliary (Aux) Pond to elevation 880°. In addition to the completed tasks, construction of the
Main Pond Starter Dike (elevation 902°) is in progress but has been suspended by PE pending
direction on the path forward for long-term CCR storage at BR.

As of June 2010, Phase I spend is $53.3M of the approved $73.1M sanction. Construction of
Aux Pond elevation 900° (Phase II of 1I) is currently in progress and will proceed per the original
plan or on an accelerated scheduled to support CCR storage requirements based on the path
forward.

Project Engineering and the BR Station recommend the implementation of Case A to convert the
Main Pond into a Landfill to meet the EPA’s proposed CCP Ruling. This option has the lowest
NPV and NPVRR of the Cases reviewed while maximizing the landfill footprint. Maximizing
the landfill footprint also maximizes future vertical expansion opportunities and eliminates future
cost and issues associated with Station operations while dewatering and closing the pond post-
EPA CCR Ruling. It is important to note that both options proposed by the EPA for CCR
storage are for long-term dry storage (i.e., landfill). Therefore, not converting the Main Pond
Project to a dry landfill project now will not eliminate the requirement to convert all CCR
storage to a dry landfill should either of the EPA proposed regulations become final.

Project Background

In 2005, PE was tasked with evaluating storage options to meet the future CCR storage
requirements at BR to 2030. The evaluation process consisted of an Initial Siting study,
Conceptual Design phase, and Detailed Design of the Main Pond and Aux Pond. The Initial
Siting study evaluated potential storage options for BR Station and recommended an on-site
storage facility as the least cost option.

The Conceptual Design was built upon the Initial Siting Study and focused on potential storage

options available on-site. Options evaluated included ponds, landfills, and a combination of

BR Landfill Justification (08-Sep-10).docx 1
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ponds and landfills; with the final evaluation considering three ponds and two landfill options.
Pond Option #1 was a vertical upstream expansion of the existing Main Ash Pond, Pond Option
#2 was a vertical upstream expansion of the existing Main Ash Pond and a new Gypsum Stack,
and Pond Option #3 was a vertical upstream expansion of the existing Ash Pond and a new
Bottom Ash Pond. The two landfill options were based on a common footprint; however
Landfill Option #1 was based on conventional dry CCR handling and mechanical placement
while Landfill Option #2 was based on wet CCR handling and dense slurry placement. Based on
Net Present Value (NPV) evaluations of the (5) five options in 2005, the least-cost alternative
was Pond Option #3 consisting of a new Aux Pond for bottom ash storage and the vertical
upstream expansion of the existing Ash Pond for flyash and non-marketed gypsum storage.
Option #3 capital costs (Phase 1 and 11 of five Phases) of $98M were approved tfor Environment
Cost Recovery by the Kentucky Public Service Commission (KYPSC) in 2005 and again in
2009.

Upon completion of the Conceptual Design, Detailed Design of the new Aux Pond and vertical
upstream expansion of the Main Pond was initiated. Detailed Design included engineering for
the ponds, transmission line relocations, station mechanical upgrades, development & submittal
of the Dam Safety and 404/401 permits, and several environmental studies to support the
permitting process. Detailed Design for the Aux Pond was completed in 2006 followed by the
Main Pond in 2007. The original design basis in 2006 was to provide 20-years (until year 2030)
of CCR storage based on the following production rates:

CCR Annual Production 20-Year Production
(yd’) (yd’)
Gypsum 500,000 10,000,000
Fly Ash 221,000 4,420,000
Bottom Ash 55,000 1,100,000
Totals 776,000 15,520,000

Current Project Status

Phase I of Pond Option #3 CCR expansion began in 2006 with Detailed Design. The design
consists of an expanded Main Ash Pond embankment, construction of an Aux Ash Pond,
transmission line relocations, and ash handling upgrades. = The Aux Pond is currently in
operation at its initial height of elevation 880°. It provides an alternate location to treat bottom
ash and fly ash in the area south of the existing Main Pond while the Main Pond Starter Dike
(Starter Dike) is under construction. If the Pond Option #3 design progresses to final
completion, the Main Pond will have been constructed to elevation 962’ and the Aux Pond to
elevation 900’

Aux Pond
The construction sequence of the Aux Pond was designed with a two phase approach,

separated by the construction duration of the Main Pond Starter Dike. Construction of the
first phase, designated at Aux Pond elevation 880°, commenced in October of 2006 and was

b

BR Landfill Justification (08-Sep-10).docx
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placed into operation in June 2008. The second phase of construction, designated Aux Pond
elevation 900°, will expand the pond to the final design elevation. The second phase
commenced in June 2010 and is currently planned to reach completion in mid-2013.

During the construction of Aux Pond elevation 880°, the FGD facility was under construction
and gypsum was not in production; therefore, the first phase of the Aux Pond was
constructed of clay and rock sourced from on-site borrow. The 47-acre site was stripped and
grubbed, karst features were investigated and treated, and a riser outfall structure was
constructed to provide outlet control, and the facility’s liner system was installed
incorporating 60-mil reinforced polypropylene flexible membrane liner (FML). The FGD
facility was placed into operation in June 2010, thereby adding gypsum to the by-product
stream. The Aux Pond elevation 900’ phase incorporates gypsum as the primary
constructible fill material.

Main Pond

In June 2008, the Aux Pond was placed into operation at elevation 880°. Shortly thereafter,
the Main Ash Pond was taken out of service. To date, excavation and pumping operations of
the Main Pond have been performed to drain the low-lying areas allowing the existing ash
surface to be stabilized and re-graded. A bi-axial geo-grid reinforced working platform and a
starter dike were constructed utilizing shot rock that comprises the foundation for future
phased elevation expansions. Also completed is the new riser structure, a storm water runoff
system, clay borrow and bottom ash stockpiling, and liner system procurement.

In light of impending EPA regulations that were published in June of 2010, PE suspended
most of the work on the Starter Dike contract in an effort to minimize construction of
embankments that may not be required should the recommendation to convert the pond
project to a landfill is approved. Only shared construction activities between the Starter Dike
design and the projected design of a future landfill within the same footprint continue. In
suspending the Starter Dike project, the liner system and embankment material can be
utilized in the design of the landfill and also utilized to accelerate the construction of the Aux
Pond elevation 900’ Phase II, thus minimizing approximately $6.5 million of spend on
construction that would be stranded.

Transmission Relocation

Early site construction included the relocation of approximately 13,000 linear feet of
overhead electric transmission lines and associated poles and towers to accommodate the
expansion of the Main Ash Pond and the construction of the Auxiliary Ash Pond. This phase
of the construction effort was initiated in mid-2006 and was completed in 2007.

Ash Handling Upgrades

Multiple plant upgrades to the wet ash handling system resulted from the Main Pond
expansion and Aux Pond construction. New higher capacity fly ash and bottom ash sluice

BR Landfill Justification (08-Sep-10).docx 3
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pumps, servicing all three units, were required to overcome the added height of the Main Ash
Pond embankment and the distance to the Aux Pond.

Phase I Financials

The following table depicts the Phase 1 expenditures to date verses the Phase I sanction

amount.

Cost Through June ‘10 ($000)
Engineering $4,728
Transmission Line Relocation $18,017
Ash Handling Upgrades $5,947
Aux Pond 900’ $8.442
Main Pond Starter Dike $13,202
E.ON U.S./Other $2,947
Sub-Total $53,283
ECR/Sanction Approved $73,100
Remaining Budget $19,817

EPA’s Proposed CCR Ruling

As a result of the December 2008 ash pond failure at TVA’s Kingston’s Generating Station, the
EPA issued a proposed CCR ruling on June 21, 2010 that would establish federal guidelines for
CCR storage. The proposal had three options to govern the storage of CCR, Subtitle “C” —
Hazardous, Subtitle “D” — Non-Hazardous, and Subtitle “D” Prime — Non-Hazardous.

Subtitle “C” — Hazardous

The Aux Pond and Main Pond at BR would not comply with the proposed ruling due to strict
siting requirements and not having a composite liner. As a result the ponds would have to be
closed per one of the two options below:

1. Prior to the ruling becoming effective, BR could cease operation of the ponds and
close them under current KY Division of Waste Management regulations. Existing
ponds would not be grandfathered in.

2. Once the ruling becomes effective, the ponds would have to stop receiving CCR
within 5-years and close within 2-years thereafter. New Subtitle “C” permits would
be required in addition to run-on & run-off controls, groundwater monitoring,
corrective action plans, closure/post-closure care plan, and financial assurance per the
ruling.

BR Landfill Justification (08-Sep-10).docx 4
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Subtitle “D” — Non-Hazardous

The Aux Pond could potentially comply with Subtitle “D” requirements but is highly
unlikely as the liner consists of 18” of clay overtopped by an FML while the regulations calls
for 24” of clay overtopped by an FML. Without changing our current design plans, the Main
Pond at BR would not comply with the proposed ruling due to not having a composite liner
and meeting strict siting requirements. As a result, the ponds would have to be closed per
one of the two options below:

1. Prior to the ruling becoming effective, BR could cease operation of the ponds and
close them under current KY Division of Waste Management regulations. Existing
ponds would not be grandfathered in.

2. Once the ruling becomes effective, the ponds would have to stop receiving CCR
within 5-years and close within 2-years thereafter. New Subtitle “D” permits would
be required in addition to run-on & run-off controls, groundwater monitoring,
corrective action plans, and closure/post-closure care plan per the ruling.

Subtitle “D” Prime — Non-Hazardous

Under Subtitle “D” Prime the current elevation of the Aux Pond and Main Pond at the
effective date of the ruling would be grandfathered in and allowed to operate for their
remaining useful life. However, any future vertical or horizontal expansion would fall under
the new regulations and require a new permit, strict siting requirements, composite liner, run-
on & run-off controls, groundwater monitoring, corrective action plan, and closure/post-
closure care plan per the ruling. These requirements would preclude moving forward
because the Main Pond (1) will not provide the required storage volume for CCR due to not
being constructed to its final design elevation prior to the rules becoming effective because of
both lack of gypsum or rock to construct the berm and insufficient time; and (2) the Main
Pond, once placed into operation and filled with water, cannot be retrofitted with the required
composite liner to comply with the strict siting requirements.

Under Subtitle “C” the EPA would effectively force the closure of all existing impoundments
and eliminate impoundments for future CCR storage as a result of siting restriction, tighter water
treatment standards, and cost to implement all technical requirements as set forth. Under Subtitle
“D” existing impoundments that do not meet the proposed requirements would be forced to
close. However, under Subtitle “D” new impoundments that are designed and constructed with a
composite liner, groundwater monitoring, and in compliance with all performance standards
would be allowed.

The EPA’s proposed ruling will be considered in determining the path forward for the BR CCR
project and its effects on the project will be discussed in later sections.

BR Landfill Justification (08-Sep-10).docx 5
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Design Basis Moving Forward

As a result of the EPA’s proposed CCR Ruling, PE has reevaluated long-term CCR storage at
BR as the current Main Pond design will no longer meet the 2030 storage requirement. The
analyses are based on an assumption that the proposed ruling becomes effective on January
2012. The January 2012 effective date was based on the proposed ruling being approved in
2010, and accounted for one year of litigation before the ruling became effective. The 3 options
available are summarized below:

e Base Case — Continue with construction of the Aux Pond to elevation 900’ and the Main
Pond to 962° per the original design.

e (Case A — Stop construction of the Main Pond Starter Dike immediately and convert the
Main Pond into a landfill prior to the effective date of the CCR Ruling and prior to
placing wet CCR in the Main Pond. Complete construction of the Aux Pond 900’ project
utilizing rock in lieu of gypsum to accelerate construction completion prior to the rules
becoming effective. The Aux Pond will eventually be closed per the new regulations
once the landfill is placed into service.

e Case B — Continue construction of the Main Pond Starter Dike and Aux Pond 900’ per
the original design. Once the CCR Ruling becomes effective, take the Main Pond out of
service, close and cap it per the new regulations, and then construct a landfill similar to
Case A on top of the newly constructed Main Pond Starter Dike. As with Case A, once
the landfill is placed into service the Aux Pond will be closed per the regulations.

e (Case C — Modify the design of the Main Pond and install a composite liner per Subtitle
“D” requirements. Complete the Aux Pond 900’ project as originally designed.

Each case was evaluated based on the most recent forecast of CCR production rates as provided
by Generation Planning. In the third quarter of 2009, Generation Planning issued updated CCR
production rates based on the projected 2010 MTP generation plan. The CCR production rates
for BR modeled in 2009 were significantly lower than the original production rates utilized in
2005. This is attributed to a significant reduction in the station’s capacity factor from 77 percent
to 54 percent due to shifting generation to other stations. Comparison of the average annual
CCR production rates are provided below:

Average Annual Production Rates (yd’)
CCP 2005 Design 2010 %
Basis MTP A Reduction
Bottom Ash 55,000 35,879 | (19.121) 35%
Fly Ash 221,000 143,516 | (77.484) 35%
Gypsum 500,000 290,000 | (210,000) 42%
Totals 776,000 469,395 | (306,605) 47%

The required CCR storage capacity till 2030 using the 2010 MTP production rates is now 7M yd’
based on an in-service date of January 2014. If utilizing the original 2005 design volume of

BR Landfill Justification (08-Sep-10).docx 6
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15.5M yd® the storage, the facility would have a design life of approximately 38-years (2048),
well beyond BR’s needs.

Moving forward, the CCR storage facility at BR for both viable Cases A and B will provide a
minimum storage capacity of 7M yd® and will allow for future expansion if necessary. As
described below, the Base Case of continuing to construct the Main Pond and utilize it until 2030
will not be allowed under either scenario in the proposed regulations. In other words, the CCR
landfill for both Cases will be designed and permitted with the maximum footprint available and
the height of the facility will be adjusted to meet potential changing capacity requirements.

Base Case

The Base Case is the plan currently being implemented and is in-line with the approved ECR &
2006-2010 MTP/LTP plans. Phase I included the design & permitting of the Aux Pond and
Main Pond, relocation of the transmission lines, wet ash handling upgrades, Aux Pond 880’
construction, and Main Pond Starter Dike construction. All items except the Main Pond Starter
Dike construction (in suspension) have been completed. Phase II includes Aux Pond 900° (its
final elevation) and Main Pond 912’ construction utilizing gypsum. Under the EPA’s proposed
CCR Ruling, neither pond will meet either of the proposed requirements and will be required to
close per the timeframe outlined in the ruling. As a result, moving forward with the Base Case
based on the current plan and liner design will not provide BR the required storage through 2030,
even at the lower 2009 model production rates.

Base Case Design Issues

The EPA has proposed three options to manage CCR. If the EPA moves forward with
Subtitle “C”, this option will effectively eliminate all wet CCR storage and would require all
existing ponds to retroactively meet the design criteria or cease operation and close per the
requirements set forth under Subtitle “C”. The Main Pond at BR would not comply with the
proposed ruling due to siting requirements, land disposal restrictions (waste treatment), and
not having a composite liner & leachate collection system along with other minor issues. A
composite liner and leachate collection system could be installed, however the siting
requirements and land disposal restriction would remain an issue.

Under Subtitle “D”, the EPA is more open to wet storage of CCR. However, several issues
remain such as siting requirements (karst, seismic, proximity to wetland & adjacent property
owners, etc), composite liner & leachate collection system, and requiring ponds to
retroactively meet the design criteria or cease operation and close per the requirements set
forth under Subtitle “D”. Prior to the effective date of the EPA’s ruling, the Main Pond
could be constructed to its ultimate elevation of 928’ using rock (if a source of sufficient rock
quantity can be found) in-lieu of gypsum and include a composite liner with leachate
collection. However, the Main Pond would still be subject to the siting requirements under
Subtitle “D”. By using rock in-lieu of gypsum, the design life of the pond will be reduced by
8 years as the gypsum eventually produced that would have been used to construct the dike
would instead be stored in the pond. To complete construction prior to the effective date,
embankment must be placed at 12,000 yd®> per day when normal average construction is
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3,000-5,000 yd® per day. In addition, close proximity land would have to be purchased to
supply the quantity of clay required to construct the composite liner and to supply the rock
necessary to construct the embankments. Compliant rock and clay currently sourced from
the Houp Property is becoming limited. Based on production rates from the existing quarry,
an additional 200 acres would be required to supply the 2.2M yd® of rock needed to complete
the Aux Pond to an elevation of 900’ and the Main Pond to an elevation of 928°. The
purchase of 200 acres for additional borrow sources would add $2.0M (2010 dollars) to the
project based on cost data gathered on the Ghent Landfill Project. Assuming the new quarry
is located less than 5 miles from the plant and utilizing 40-ton articulated trucks, the
additional hauling cost would be approximately $10.25M (2010 dollars) based on 2010 RS
Means estimating manuals. These additional costs have not been included in the NPV or
PVRR analysis.

Construction of the Main Pond could continue by modifying its design to comply with the
proposed technical requirements at a significant cost increase and risk to the company. The
technical requirements as proposed could change prior to the final ruling and the pond would
no longer be in compliance. The EPA is trying to eliminate ponds and move towards dry
landfills; therefore, constructing a new pond for long term CCR storage carries significant
risk.

Under Subtitle “D” Prime the current elevation of the Main Pond, at the effective date of the
ruling, would be grandfathered in and allowed to operate for the remainder of its useful life.
However, any future vertical or horizontal expansion would fall under the new regulations
and require a new permit, compliance with strict siting requirements, composite liner, run-on
& run-off controls, groundwater monitoring, corrective action plan, and closure/post-closure
care plan per the ruling. Prior to the effective date of the EPA’s ruling the Main Pond could
be constructed to its ultimate elevation of 928’ as described above. However, there is
significant risk as Subtitle “D” Prime is the least likely alternative to be approved as the EPA
is trying to eliminate ponds and move towards dry landfills.

Based on the revised 2010 MTP CCR production rates requiring the reduced storage of 7M yd®,
the Main Pond’s maximum elevation has been lowered from 962 to 928”. Moving forward, cost
data provided for the Base Case will be based on a final elevation of 928’. The following table
reflects the NPV, PVRR, and capital cost cash flows for the Base Case option as currently
included in the 2011 MTP/LTP draft of July, 2010.

Base Case Capital Cost (8000) for 7M yd’

2010 2011 2012 2013 2014 2015 2016 2017 2018 NPV PVRR Total Project
$19.300 $6,700 $4.153 $6.365 | $3.,424 | $8,951 | $2,637 | $2,699 | $3.813 | $103,720 $127.799 $121,687
Case A

Case A consists of immediately terminating construction of the Main Pond Starter Dike
(excluding site close out activities such as dust control and reclamation), accelerating the
construction of the Aux Pond utilizing rock already blasted that has been recently placed in the
Main Pond Starter Dike (thus reducing stranded investments), continued ash grading, Main Pond
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cap/closure, Landfill engineering and permitting, converting all station ash handling systems
from wet to dry, and constructing the initial phase of a Landfill. Based on recent projects, the
anticipated duration to perform these activities is 3.5 years with an in-service date of January
2014.

Design and construction of the Landfill would begin prior to final approval of the EPA’s
proposed CCR Ruling; however the Landfill liner requirements for both Subtitle “D” Non-
Hazardous and “C” Hazardous options are the same and will become the basis of design. By
terminating construction of the Main Pond Starter Dike, material already purchased and/or
stockpiled, such as FML, Filter Fabric, Clay, Rock, and Bottom Ash, will be utilized in the
construction of the Landfill thereby minimizing the cost impacts from the approximately $6.5
million stranded cost for the materials purchased or quarried. Additionally, by utilizing rock
already blasted and placed in the Main Pond Starter Dike, the footprint of the landfill will be
optimized to approximately 100 acres thereby reducing the final height of the landfill and
maximizing the future vertical expansion opportunities up to approximately 18M yd3.

All Plant effluents and CCR will continue to be directed to the Aux Pond during the design,
permitting, and construction of the landfill for approximately 3.5 years in order to keep BR in
operation. Based on a recent bathymetric survey conducted by MACTEC, and utilizing the 2010
CCR Production Rates, the Aux Pond has enough remaining capacity to store all the CCR
generated through January 2015. This is a conservative estimate and provides one year of
project float. The following table reflects the NPV, PVRR, and capital cost cash flows for Case
A as reflected in the notes to the 2011 MTP/LTP as Landfill Option #1.

Case A Capital Cost (3000

2011 2012 2013 2014 2015 2016 2017 2018 NPV PVRR Total Project
$9.051 | $14.262 | $26,722 | $24.064 $0 $0 $0 $0 | $9.321 | $126322 | $181,791 $154,939
Case B

Case B consists of completing the Main Pond Starter Dike and Aux Pond 900’ projects as
designed and permitted prior to final approval of the EPA’s proposed CCR Ruling. Upon
approval of the EPA’s proposed CCR Ruling, the Main Pond would be taken out of service; the
Main Pond would then be dewatered, followed by ash grading, Main Pond cap/closure, Landfill
engineering, permitting, wet to dry ash handling conversion, and the initial phase of construction
of the Landfill. Based on recent projects, the anticipated duration to perform these activities is
5.5 years with an in-service date of January 2016.

If the construction of the Main Pond Starter Dike were to continue to completion and the EPA’s
proposed ruling was approved, material already purchased and/or stockpiled such as FML, Filter
Fabric, Clay, Rock, and Bottom Ash cannot be salvaged or otherwise made available for the
construction of the Landfill resulting in the need to purchase additional land for approximately
$2M to develop new borrow sources and liner material at future market values. Design and
construction of a landfill would begin after final approval of the EPA’s proposed CCR Ruling
which would be the basis of design. By continuing with the construction of the Main Pond
Starter Dike, the footprint of the landfill would be approximately 80 acres, some 20 acres less
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than Case A, thus reducing the potential for future vertical expansion, approximate maximum
capacity 13.25M yd®. Case B also would involve having to develop an operation plan for the
Brown Station that would enable it to remain in operation while the recently constructed Main
Pond was taken back out of service and dewatered to allow construction of the Landfill. These
operational costs are not included in the total project cost shown in the table below as they
are difficult to estimate at the time of preparing this paper; however, they are expected to
be significant.

During the design and permitting of the landfill, both the Aux Pond and Main Pond will be used
to store CCR material. During construction, a duration of approximately 2 years, all CCR
generated will be stored in the existing Aux Pond. Based on a recent bathymetric survey
conducted by MACTEC, and utilizing the 2010 CCR Production Rates, the Aux Pond has
enough remaining capacity to store all the CCR generated for 2 years starting January 2014. The
following table reflects the NPV, PVRR, and capital cost cash flows for Case A as reflected in
the notes to the 2011 MTP/LTP as Landfill Option #2.

Case B Capital Cost ($000)

2010 2011 2012 2013 2014 2015 2016 | 2017 | 2018 NPV PVRR

Total Project

$19,350 | $2,907 | $3,605 | $10,786 | $31.135 [ $31,387 $0 $0 $0 | $143,980 | $204.633

$193.567

NOTE: Case B values do not include the estimated $2.0M for land purchase for additional clay borrow source.

Case C

Case C consisted of completing the Aux Pond 900’ project as designed and modifies the Main
Pond Starter Dike to include a composite liner system. With the addition of 24” of clay the Main
Pond could comply with Subtitle “D”; however, the Main Pond would not comply with Subtitle
“C” and does not comply with the EPA intent to eliminate ponds for storage. Case C was
eliminated because (1) it is not possible to source clay and rock from the existing station property
in the quantities required; (2) it is not economically feasible to source clay from the surrounding
area and the time required to locate and acquire a farm with sufficient quantities within the
timeframe required is deemed marginal at best; and (3) to design and construct the composite
liner will only allow compliance with subtitle “D” and not “C”. Based on this no further
consideration was given to Case C.

Schedule Impacts

If the decision is made to convert the Main Pond into a Landfill there are several items that will
impact the schedule. They include engineering/design, permitting, a new or updated ECR/CPCN
filing, and initial landfill construction. Based on experience from previous projects the
engineering/design will take approximately 3-4-months and will include development of the
landfill drawings, specifications, stability analysis, groundwater monitoring plan, and permit
application.

Permitting will take approximately 18-months and should only include the KY Division of
Waste Management permit as the remaining permits were obtained during the original Main

BR Landfill Justification (08-Sep-10).docx 10
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Pond project permitting. The updated or new ECR/CPCN filing will take approximately 6-
months and would be submitted in parallel with the engineering/design and permitting process.

The initial landfill construction timeline will be dependent on the chosen option, but will take
between 18-24 months to complete. Based on the above, PE performed an analysis to ensure the
Aux Pond had enough storage capacity remaining to support the conversion of the Main Pond
into a Landfill. Results of the storage analysis are provided below and indicate that the Aux
Pond has enough capacity to support either Case A or Case B.

A summary of the schedule is shown below.

Project Timeline
Task Date Duration
Informal Meeting w/the PSC | October 2010 1 Day
Engineering September 2010 3-4 Months
File Permits December 2010 18 Months
CPCN/ECR Filing December 2010 6 Months
Construction May 2012 18 Months

Aux Pond Stage Storage Graph (Case A) — Stop Main Pond Starter Dike & Accelerate Aux
Pond 900’ Construction
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Aux Pond Stage Storage Graph (Case B) — Complete Main Pond Starter Dike & Aux Pond
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Financials

Considering the factors referenced above, PE with the assistance of MACTEC, developed capital
cost estimates for Case A and B which were based on a horizontal expansion of the landfill.
Additional engineering is required to determine if a horizontal or vertical expansion approach is
the best alternative. Timing of cash flows would be affected if a vertical expansion approach is
chosen. The ECR approved cost estimate is the basis for the 2011 MTP/LTP and is provided for
reference only. The Base Case is a modification of the ECR approved option which provides 7M
yd® of storage and is no longer a viable long term solution for CCR storage as the current design
of the Main Pond will not comply with the EPA’s proposed CCR Ruling. Case 4 or B are the

only long term storage solutions.

BR Landfill Justification (08-Sep-10).docx
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Cost Estimate Comparison

Option Life | Capacity 2010 2011 2012 2013 2014 2015 NPV PVRR Total Project

ECR Approved | 2054 | 155Myd® | $25233 | $10,220 | $8.777 | $4.865 | $5463 | $6,945 | $143.394 | $158.684 $200,132

Base Case 2030 | 7™Myd® | $19300 [ $6,700 | $4.153 | $6,365 | $3424 | $8,951 [ $103,720 | $127.799 | $121,687

Case A 2030 | ™yd® | $9.051 | $14262 | $26,722 | $24.064 | $0 $0 $126.322 | $181.791 $154,939

Casc B 2030 | ™yd® | $19350 [ $2.907 | $3.605 | $10,786 | $31.135 | $31.387 | $143,980 | $204.633 |  $193,567

NOTE: Case B values do not include the estimated $2.0M for land purchase for additional clay borrow source.
Recommendation

Project Engineering and the Brown Station recommend the immediate implementation of Case A
to convert the Main Pond into a Landfill to meet the EPA’s proposed CCP Ruling. This option
has the lowest NPV & PVRR, is the least cost, maximizes the landfill footprint, maximizes
future vertical expansion opportunities to accommodate changes in production, and eliminates
the difficult and costly issues associated with maintaining station operations while dewatering
and closing the pond post EPA CCR Ruling while the landfill is being constructed.

BR Landfill Justification (08-Sep-10).docx 13
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From:

To:

CC:

Sent:
Subject:
Attachments:

Andrea,

Saunders, Eileen

Schroeder, Andrea

Williams, John

2/3/2011 9:04:20 PM

Fw: BR Landfill - Conceptual Drawings, Evaluation Paper, Engineering Design Scope

BR CCR Engineering Scope (13-Oct-10).pdf; BR Landfill Justification ($ blacked out) (08-Sep-
10).pdf; Fig1.1_Jan_20_2011.pdf; Fig1.2_Jan_20_2011.pdf; Fig2.1_Jan_20_2011.pdf;
Fig2.2_Jan_20_2011.pdf; Initial Design Concepts Memo 2-3-11.pdf

Here is the information from John.

Thanks,

Eileen

From: Williams, John

Sent: Thursday, February 03, 2011 11:44 AM

To: Saunders, Eileen

Subject: BR Landfill - Conceptual Drawings, Evaluation Paper, Engineering Design Scope

Eileen,

| believe the attachments will meet the intent of the presentation:

Conceptual Drawings:

<<Initial Design Concepts Memo 2-3-11.pdf>> <<Fig1.1_Jan_20_2011.pdf>> <<Fig2.1_Jan_20_2011.pdf>>
<<Fig1.2_Jan_20_2011.pdf>> <<Fig2.2_Jan_20_2011.pdf>>

Evaluation Paper:

<<BR Landfill Justification ($ blacked out) (08-Sep-10).pdf>>

Engineering Design Scope:

<<BR CCR Engineering Scope (13-Oct-10).pdf>>

Regards,

John S. Williams
LG&E and KU Energy
Project Engineering
Civil Engineer

(859) 367-1275 (E.W. Brown Office)
(502) 627-3793 (Louisville Office)

(502) 645-4330 (Cellular)
John. Williamsicilge-ka.com
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BR CCR Project — Engineering Design
Scope of Work

1.0 Safety is of utmost importance to E.ON U.S. and Kentucky Utilities. The contractor is
expected to comply with all Federal, State, local, and E.ON U.S. Safety Regulations,
including the E.ON U.S. Passport Program.

2.0 The Landfill Design shall be based upon the storage of full production of CCR’s for all three
units for a period of 20 years. No consideration will be made for off-site disposal of any
CCR’s.

3.0 The Landfill Design shall be based on the “Field Performance Test,” completed by Stantec
(formally FMSM).

3.1 The size of the storage facilities shall be based upon all CCP’s generated at the site.
Bottom Ash reclaimed from the existing Ash Treatment Basin (ATB), approximately

175,000 yd® shall be incorporated into the design for use as a draining layer, road
base, cover material, etc.

3.2 Bottom Ash, Fly Ash, and Gypsum Total, 20-year volume: 7M vd’

3.3 The 20-year CCP volumes listed above are the design criteria for this  project and
will not be revised by the engincer, without approval of E.ON U.S. Project
Engineering. For design, no consideration is to be given to current or future storage
of CCP off-site.

3.4 Scope of the Landfill Design shall include all engineering, design, and permitting
services required for the storage of CCP’s at the landfill site. Significant items of the
WORK include, but are not limited to:

3.4.1 Design of landfill and related haul roads, drainage facilities and other
appurtenances

3.42 Documentation and applications for all permits or approvals required
to construct and opcratc Spccial Waste Landfills at the sclected sites
as summarized below:

3.42.1 Coordination meetings with the Kentucky Division of
Waste Management
3.5 The WORK required under this RFQ shall include:

3.5.1 Laboratory testing of CCR’s, soil and rock

352 Detailed design of CCR storage facilities, including geotechnical
engineering  (slope  stability and settlement), surface water
management, liner and leachate collection systems, final cap
systems, hydraulic structures, haul roads and maintenance roads

3.53 Erosion and sediment control plans

3.54 Surface and ground water monitoring plans

3.5.5 Monitoring well installation

3.5.6  Surface and ground water sampling analysis for 8 sampling periods

3.57 Construction drawings, project specifications, and project QA/QC
plan

3.5.8 Construction cost estimates (£10%) at 50%, and 100% design
activities

3.59 Construction schedule

LGE-KU-00009617
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3.5.10 Coordination meetings with E.ON, equipment vendors, other
consultants, as needed

3.5.11 Meetings with regulatory agencies at the completion of 30%, 60%
and 90% design

3.6 Applicable permit applications, including but not limited to:

3.6.1 Spccial Waste Landfill Pcrmit

3.6.2 KPDES Permit Amendment

3.6.3 Review of Air Permits for Revision

4.0 Consideration shall be given to various materials of construction including CCR materials.
The CCR materials will include bottom ash, fly ash, and gypsum. Consideration shall also be
given to on-site soil fill materials including prior project spoil pile materials.

5.0 Cost estimates shall be based on a phased construction approach, with 3 phases depending
on engineering and construction considerations.

5.1 Itemized cost estimates of new infrastructure required for treatment of CCP
materials, including buildings, dewatering facilities, conveyors, etc., and landfill or
embankment closure costs shall be submitted.

5.2 The cost calculations shall include a separate section addressing Operating and
Maintenance costs during the above period, including any monitoring costs
associated with a landfill or embankment, and the final costs associated with closure
of a landfill or embankment.

6.0 Provide a monthly progress report containing an update of the previous month’s activities,
rcmaining task to complcte, projcct schedule, cost tracking, ctc.

7.0 Participate in a weekly progress meeting or conference call and attend a minimum of three
site presentations at approximately 50% and 90% completion, in addition to the Final Report
presentation.

8.0  Assist at public meetings with local officials and residents if held.

9.0 Develop a Final Report at the conclusion of the Final Design and present the findings to the
owner. The Final Report should include, but not be limited to:
9.1 Cost information, including NPV calculations @ +10%
9.2 Construction schedules
9.3 Drawings, figures, and tables to support the report.
9.4 Scope of work and bidding documents for the Construction Phase
9.5 Signed and sealed construction drawings

U.S.
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E.W. Brown CCR Storage Evaluation

Continue Main Pond Project vs. Conversion to Landfill
September 08, 2010

Executive Summary

On June 21, 2010 the EPA issued a proposed Coal Combustion Residual (CCR) ruling that
establishes federal guidelines for CCR storage. In light of the EPA’s proposed CCR ruling,
Project Engineering (PE) reviewed the CCR storage project (i.e., Main Ash Pond Project) at
E.W. Brown (BR) that is under construction to evaluate what effects the EPA’s proposed CCR
rules potentially imposed on long-term wet storage of CCR at BR.

Significant work has been completed on the BR CCR Project, including detailed engineering and
permitting for all phases of the project, as well as the physical work of relocating the
transmission lines that cross the ash pond, ash handling upgrades and construction of the
Auxiliary (Aux) Pond to elevation 880°. In addition to the completed tasks, construction of the
Main Pond Starter Dike (elevation 902°) is in progress but has been suspended by PE pending
direction on the path forward for long-term CCR storage at BR.

As of June 2010, Phase I spend ||| | GGG s:ction. Construction of

Aux Pond elevation 900’ (Phase II of II) is currently in progress and will proceed per the original
plan or on an accelerated scheduled to support CCR storage requirements based on the path
forward.

Project Engineering and the BR Station recommend the implementation of Case A to convert the
Main Pond into a Landfill to meet the EPA’s proposed CCP Ruling. This option has the lowest
NPV and NPVRR of the Cases reviewed while maximizing the landfill footprint. Maximizing
the landfill footprint also maximizes future vertical expansion opportunities and eliminates future
cost and issues associated with Station operations while dewatering and closing the pond post-
EPA CCR Ruling. It is important to note that both options proposed by the EPA for CCR
storage are for long-term dry storage (i.e., landfill). Therefore, not converting the Main Pond
Project to a dry landfill project now will not eliminate the requirement to convert all CCR
storage to a dry landfill should either of the EPA proposed regulations become final.

Project Background

In 2005, PE was tasked with evaluating storage options to meet the future CCR storage
requirements at BR to 2030. The evaluation process consisted of an Initial Siting study,
Conceptual Design phase, and Detailed Design of the Main Pond and Aux Pond. The Initial
Siting study evaluated potential storage options for BR Station and recommended an on-site

storage facility as the least cost option.

The Conceptual Design was built upon the Initial Siting Study and focused on potential storage
options available on-site. Options evaluated included ponds, landfills, and a combination of

BR Landfill Justification ($ blacked 0Ut) (08-Sep-10).docx
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ponds and landfills; with the final evaluation considering three ponds and two landfill options.
Pond Option #1 was a vertical upstream expansion of the existing Main Ash Pond, Pond Option
#2 was a vertical upstream expansion of the existing Main Ash Pond and a new Gypsum Stack,
and Pond Option #3 was a vertical upstream expansion of the existing Ash Pond and a new
Bottom Ash Pond. The two landfill options were based on a common footprint, however
Landfill Option #1 was based on conventional dry CCR handling and mechanical placement
while Landfill Option #2 was based on wet CCR handling and dense slurry placement. Based on
Net Present Value (NPV) evaluations of the (5) five options in 2005, the least-cost alternative
was Pond Option #3 consisting of a new Aux Pond for bottom ash storage and the vertical
upstream expansion of the existing Ash Pond for flyash and non-marketed gypsum storage.
Option #3 capital costs (Phase 1 and 11 of five Phases) - were approved for Environment
Cost Recovery by the Kentucky Public Service Commission (KYPSC) in 2005 and again in
2009.

Upon completion of the Conceptual Design, Detailed Design of the new Aux Pond and vertical
upstream expansion of the Main Pond was initiated. Detailed Design included engineering for
the ponds, transmission line relocations, station mechanical upgrades, development & submittal
of the Dam Safety and 404/401 permits, and several environmental studies to support the
permitting process. Detailed Design for the Aux Pond was completed in 2006 followed by the
Main Pond in 2007. The original design basis in 2006 was to provide 20-years (until year 2030)
of CCR storage based on the following production rates:

CCR Annual Production 20-Year Production
(yd’) (yd’)
Gypsum 500,000 10,000,000
Fly Ash 221,000 4,420,000
Bottom Ash 55,000 1,100,000
Totals 776,000 15,520,000

Current Project Status

Phase I of Pond Option #3 CCR expansion began in 2006 with Detailed Design. The design
consists of an expanded Main Ash Pond embankment, construction of an Aux Ash Pond,
transmission line relocations, and ash handling upgrades. = The Aux Pond is currently in
operation at its initial height of elevation 880°. It provides an alternate location to treat bottom
ash and fly ash in the area south of the existing Main Pond while the Main Pond Starter Dike
(Starter Dike) is under construction. If the Pond Option #3 design progresses to final
completion, the Main Pond will have been constructed to elevation 962’ and the Aux Pond to
elevation 900’

Aux Pond
The construction sequence of the Aux Pond was designed with a two phase approach,

separated by the construction duration of the Main Pond Starter Dike. Construction of the
first phase, designated at Aux Pond elevation 880°, commenced in October of 2006 and was
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placed into operation in June 2008. The second phase of construction, designated Aux Pond
elevation 900°, will expand the pond to the final design elevation. The second phase
commenced in June 2010 and is currently planned to reach completion in mid-2013.

During the construction of Aux Pond elevation 880°, the FGD facility was under construction
and gypsum was not in production; therefore, the first phase of the Aux Pond was
constructed of clay and rock sourced from on-s