
COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE CONNISSIOH

ln the Matter of:

THE APPLICATION OF KENTUCKY )
UTILITIES COMPANY TO ENTER INTO AN )
AGREEMENT AND PLAN OF EXCHANGE AND ) CASE NO. 10296
TO CARRY OUT CERTAIN TRANSACTIONS )
IN CONNECTION THERENITH )

0 R D E R

Pursuant to the Commission's Order of October 6, 1988, mem-

bers of the Commission Staff met with representat'ves of Kentucky

Utilities Company ("KU") and the Utility and Rate Intervention

Division, Office of the Attorney General, on November 18, 1988 to

address the filing requirements for KU and the holding company

under the approved reorganixation. A memorandum of understanding

noting the agreements reached with regard to specific filing

requirements was distributed to all parties on January 18, 1989.

The memorandum of understanding is attached hereto as Appendix A

and is incorporated in the record of this case.

IT IS TBEREFORE ORDERED that:
1. The filing requirements set forth in Appendix A be and

they hereby are adopted in accordance with the Commission's

October 6, 1988 Order.

2. KU and the holding company shall comply with the filing

requirements as set forth in Appendix A.



Done at Frankfort, Kentucky< this 30th day of January, 1989.

Q„.iA.A~
Vice CILKfrikrt i

ATTEST:

Executive Director



APPENDIX A
APPENDIX TO AN ORDER OF TEK KENTUCKY PUBLIC SERVICE

CONNISSION IN CASE NO. 10296 DATED 1/30/89

FRONs

INTRA - ACENC Y

NENORANDUN

Case File No. 10296
Kentucky Utilities Company ("KU")
Holding Company

Cary Forman, l4anageg
Electric and Gas Revenue
Requirements Branch
Rates and Tariffs Division

dAN K8 889

PUBUC SERVICE
COMMISSION

DATEs January 16, 1989

Informal Conference on Filing Requirements
November 18, 1988

Pursuant to the Order of the Commission dated October 6,
1988, i,n this matter, representatives of KU, the Attorney General,
and the Commission Staff met to discuss the filing requirements
for KU and the holding company under the approved reorganisation.
Prior to the conference, on November 15, 1988, an agenda for the
meeting was distributed to all parties to the original proceed-
ings. Attachment A is a list of attendees of the informal confer-
ence. Attachment B hereto contains the Agenda.

At the outset of the meeting, KU representatives distrib-
uted copies of periodic reports (Attachment C) which would be
filed in conformance with Items A through E(2) of Attachment I to
the Agenda. KU suggested that these reports would be filed quar-
terly. Another handout supplied by KU, Attachment D, contained
filing deadlines for various reports contained in Attachment C.
It was agreed that these would be reasonable filing dates for the
periodic information reports required by the Order. KU indicated
that it would not begin reporting under the reorganisation until
other approvals on the matter had been obtained. KU hopes to have
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a decision from the SEC by January 1989 for presentation at the
April 1989 stockholders'eeting, and other approvals are expected
at any time.

With regard to Item E(3) of Attachment I to the informal
conference agenda, KU will provide the number of employees for the
holding company and each subsidiary on the basis of payroll
assignment, along with the quarterly filings. While on the sub-
ject of employees, we discussed Item F(7) relating to transfers of
professional personnel from KU to the holding company or subsid-
iaries. It was agreed that KU would provide annually the total
number of employees transferred from KU, and; would provide the
current and previous job descriptions, years of service, and
salaries for each salaried employee transferred. With the under-
standing that this type of activity would be mi.nimal, initially,
it was agreed that in the event this filing became cumbersome for
KU, the extent of information filed could be reconsidered.

Staff indicated that Item F(1) should contain a narrative
discussion of all types of transactions occurring between KU and
affiliated companies during the previous year. This discussion
would be general in nature and details of these transactions would

be filed in other items. This filing would also contain informa-
tion with regard to the total monetary value of items sold and/or
acquired by KU to or from affiliates with details of major trans-
actions disclosed in other filing requirements.

In discussing Item F(2) we also considered requirements
of Agenda Items II A(1-3). The specific identification of major
transactions would be reflected in periodic reports by KU of sales
or transfers of assets and through contracts for purchase or sale
of goods and services. These filings would be made under Item II
A(1) at the time these transactions occurred and also recapitu-
lated in annual filings under Item F(2). Considerable discussion
ensued as to how major transactions should be defined under F(2)
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and significant transfers and major transactions under Item II A.
Staff suggested a threshold of $100,000 value or greater to con-
stitute a major/significant transaction. KU suggested that there
may be some merit to establishing a percentage of the asset value
to total assets or categories of assets. In consideration of the
fact that establishing an agreeable threshold could be time con-
suming and all parties were not prepared to commit to a certain
method or dollar value, it was agreed that staff would be in con-
tact with KU subsequent to the conference to reach an agreement on
this matter to include in the conference memorandum. Attachment E

contains the criteria for determining significant transactions
agreed upon by Staff and KU on December 21, 1988.

KU indicated that to comply with Item P(3) it internally
reviews cost allocations on an ongoing basis and modifies the
allocation factors if necessary, subsequent to such reviews. In
order to spaced the review process outi various factors are
reviewed at various times throughout the year, KU agreed that it
would file its cost allocation factors and a summary of the study
conducted and basis for the allocations currently in use. Each
time an allocation factor is reviewed and modified, the new factor
will be supplied to the Commission.

With regard to Item P(4), KU indicated that each time an
asset is transferred it would be in the form of a sale which would

be pursuant to an agreement between KU and the purchaser. If an
affiliated company purchased the asset a commitment document would

be processed through the accounting department which would docu-
ment the basis for the price. These documents would be filed for
each major transaction. For non-major transactions a discussion
would be included with annual filings of the nature of transfers
of minor monetary value and the general basis for pricing these
transactions. KU would also file annually any changes to ongoing
contracts for purchase of goods and services and the basis for the
pricing ~
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Agenda Items P(5) and (6) were covered in other areas and
no further consideration was given to these items.

Under Agenda Item II A(1), KU agreed to file copies of
contracts and agreements at the time they occurred. KU was not
certain as to the detail of commitment documents and it was agreed
that additional documentation related to contracts and commitment

documents would be considered on a case by case basis as these
transactions occurred.

Agenda Item 1I A(2) which indicated that studies should
be submitted in conjunction with significant Transfers of Utility
Assets, Business Ventures of Holding Company and Other Major
Transactions was discussed, KU indicated some reservations with
regard to submitting studies since these would not necessarily be
conducted in every situation and to compile this information with
regard to every significant situation would be burdensome on KU

and possibly of little value to interested parties and Staff. KU

did offer to make all records associated with creation of new

business ventures and major transactions between affiliates avail-
able at their offices and in some instances would file documenta-
tion. Staff suggested that KU prepare an index of documents
related to these transactions but KU was opposed to this require-
ment. It was agreed that, initially, documentation would be made

available, upon request, on a case-by-case basis.

KU expressed some concern about submitting bylaws of new

businesses entered by the holding company and was not clear as to
what other legal documents associated with these activities would

be. It was agreed that there would be no ongoing requirement to
submit other legal documents. As to the Articles of Incorporation
and bylaws, it was agreed that both would be submitted for affili-
ated companies which are in businesses related to the electric
industry or that would be doing business with KU. Only the
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Articles of Incorporation would be filed for non-related busi-
nesses.

It was agreed that Agenda Items II B(l-3) had been
covered in previous discussions and the information would be
provided.

Agenda Item III was briefly discussed. Staff noted that
much of the information contained in the periodic reports concern-
ing the holding company and related affiliates would have to be
filed on a test year basis in rate cases. Staff and KU concurred
that there may be some difficulty in matching a fiscal test period
with the calendar year filing requirements. KU indicated that a
change in cost allocation factors during the test period might
require an annualisation type ad]ustment but KU would not neces-
sarily need to prepare a cost allocation study for the 12 months
of the test period. Staff disagreed on this point, however, it
was pointed out by Staff that some of the information would be
filed in rate cases at the company's discretion, but as usual
would be subject to KU's justification for the basis of its
position.

The conference was adjourned with the understanding that
a draft of this memorandum would be circulated to all parties
attending the informal conference for their review and concurrence
with the content.

dcp

Attachments



ATTACH)1ENT A



ATTACHNENT B

Case No. 10296
KU Holding Company
Informal Conference

November 18, 198S

AGENDA

I. Reports Specified in Order of October 6, 1988

A. Review Attachment I
B. Content

C. Filing Dates

II ~ Additional Filing Requirements Implied in Order
But Not Specified

A. Reports Concerning Significant Transfers of
Utility Assets, Business Ventures of Holding
Company and Other Najor Transactions

1. Contracts or Agreements

2. Studies performed in conjunction with these
activities.

3. Other legal documents associated with these
activities (i.e.> articles of incorporation,
by-laws, etc.)

B. Proof That No Cross-Subsidization Has Occurred

1. Cost allocation methodologies for accounting

2 ~ Direct cost assignment procedures

3. Documentation supporting the pricing of goods
and services between affiliates and KU

III. Rate Case Filing Requirements



Attachment I
ATTACHNENT B

Case No. 10296
KU Holding Company
Informal Conference

November 18, 1988

A. Annual Holding Company and Subsidiary Pinancial
Statements

B. Annual Consolidati.ng Adjustments with Explanations

C. Annual Balance Sheets and Income Statements of Non-
Consolidated Subsidiaries of Holding Company

D. All SEC Reports

E. Quarterly Reports of KU's Proportionate Share of Holding
Company's:

1. Operating revenues

2. Operating and maintenance expenses

3 . Employees

F. Annual Reports of:
1. The nature of intercompany transactions

2. Specific identification of major transactions

3 ~ Basis for cost allocations

4. Basis for transfer pricing

5. Discussion of standard used for assets transferred
(cost or market}

6 ~ Allocation factors used to determine cost for
assets transferred {if different from prior years)

7. Professional personnel transferred to holding com-
pany or subsidiaries with previous and present
duties
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REPORT No.i RS094050-01 KENTUCKY UTILITIES COMPANY ANO SUbSIDIARY
CONSOLIDATING ItlCONE STATEMENT

PERIOD ENDING 03/31/88

ATTACHMENT C

PAGE 4
RUN DATE 0>I/ablbb
RUN TIME 21.49,14

OPERATING REVENUE

OPERATING EXPENSES
FUEL
PURCHASED POWER
INTERCHANGE
OPERATIOtIS

PRODUCTION
OTHER POWER SUPPLY
TRANSMISSION
DISTR I 8UT I ON

CUSTOMER ACCOUNTS
CUSTOMER SERVICE
SALES
ADMINISTRA'TIVE AHD GENERAL

TOTAL OPERATIOHS
MAItlTEHANCE

PRODUCTION
TRANSHISS ION
DISTRIbUTION
ADMINISTRATIVE AHD GENERAL

TOTAL MAINTENANCE
DEPRECIATION AND AMDRTIRATION
INCOME TAXES

CURRENT FEDERAL INCONE TAXES
CURRENT STATE INCOME TAXES
DEFERRED FEDERAL INCOHE TAXES
DEFERRED STATE INCOHE TAXES
INVESTMENT TAX CREDIT ADJ>5

TOTAL INCOME TAXES
TAXES OTHER TNAH IHCONE TAXES

TOTAL OPERATING EXPENSES

NET OPERATINO INCOME

OTHER INCOME AND DEDUCTIONS
AFUDC - EQUITY
OTHER INCONE AND DEDUCTIONS <NET)

TOTAL OTHER INCOHE AND DEDUCTIONS

INCOME $EFORE INTEREST CHARGES

INTEREST CHARGES
INTEREST ON LONG-TERM DEDT
OTHER INTEREST CHARGES
AFUDC - SORROWED FvtlDS

TOTAL INTEREST CHARGES

NET INCOME
PREFERRED STOCK DIV REOUIRENENT
ttET INCOME AVAILAbLE FOR COMMON

EARttINGS/SH OF COMMON-CONSOL
EARNINGS/SH OF KU CO
EARNINGS/SH OF COMMON-SU8SIDIARY
Al>G tiUMBER OF SHARES OUTSTANDING

ODP CO

Jr734r976.16

.00
2>425>685.04

.00
,00

3>189.04
3,$04.72

59r 199.18
90r 165.07
13r752.04
4>395,77

150» 190.52
3$2i197.98

.00
11>670.15
60>848 F 33

4 i 140.9$
84r661.41

109>200.26
66»405,00

.00
19>231.00

.00
"1»568.00
84,'06$ .'00

131,doo. d5
3r 241 i 619.54

407,$56.62
'00

24,252.56
Rair252.56

511 609.14

.aa
320,426.4$

:ao
320>426.4$

191i ld2. 7 5
:aa

191>182.75
.00
:oa
.00
.00

CURRENT
KU CD

44i 101,323.75

15>890>707.J4
880,246.6$

.00
1,015i4d7.97

102>$95.76
238 > 018 .7'9
712,903.51

1 ~ 091>905 94
214>432 'l
90i455.9$

3i$55>723.15
6 > 822 > 12326
2>231,3Z2 ~ Zb

221,319.21
976,293,01
67>24i5.15

3,496,180,45
4>112>970.70

Ri 816 > 948 ~ 00
486,059.00
Roar 612.00
211>847. 00

1$»965,00
3'61 ~ 501 '0

152,435.64
J5>732, 165.10

0> 369 ~ 15d ~ 65

Z,700,00
1,126 d00.47
I ~ 129'00 '7
9 '94,659.12

2,971,916.09
47,952,32
-1,271.00

Jr did> 597 41

6 '00,061.71
510,399.99

5,969>661.72
.16
.15
.01

37r011r$78.00

NON T H
ELIHINATIOHS

2r552>OJR.04

2>425i685.04

126i347.00

IR6i Jai1.00

,00
,00

.00

R>552idJ2.04

.00

509,217.3$
509,217.3$
509,217.$$

310»0$4.54

$1$>034i.5d

191~ 102.75
.00

191>1$2.75
.00
.00
.00

THIS YEAR

45»20'67.87

15»898»707.34
dddi246.63

.00

1> 015i487.97
105~ 584,80
115,176.51
772> 102,69

I r 190»071.bl
ZRbr 105 ~ 09

94» 851,'10
3.505i913.67
7>027»974.24

2.2$1 ~ JRR.28
232i997.36

I r 045» 142, 14
71» 306.08

3»580»847,86
4» 302 ~ 171.04

2 '43r353 F 00
406,059.00
219»843.00
211,047.00
-15,533.OO

3,045i569.00
004>236.49

36>427»152.60

8,056 ~ 515.27

2>700.00
641>d35.70
644i535 F 70

9,50li050.91

2>971,916.09
50,$44.17
-I.'271'.OO

J,020i989.26
6»480r061.71

510,399.99
5 ~ 969i661.72

.16

.15

.01
37>41'74.00
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CONSOLIQATItIG INCOME STATEMENT
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RUN DATE oij/08/88
RUN TINE 21.49.14

OPERATING REVENUE

OPERATIHG EXPENSES
FUEL
PURCHASED POHER
INTERCHANGE
OPERATIONS

PRODUCTION
OTHER POWER SUPPLY
TRANSMISSION
DISTRIBUTION
CUSTOMER ACCOUNTS
CUSTONER SERVICE
SALES
ADMINISTRATIVK AHD GENERAL

TOTAL OPERATIONS
ttAINTENANCE

PRODUCTION
TRANSMISSION
DI STRI SUTION
ADNINISTRATIVE AND GKNERAL

TOTAL NAINTKNAHCE
DEPRECIATION AND AHORTIZATION
INCOME TAXES

CURREHT FKOERAL INCOME TAXES
CURRENT STATE'NCOME TAXES
DEFERRED FEDERAL INCONE TAXES
DEFERRED STATE IHCONE TAXES
INVESTMENT TAX CREDIT ADJ'5

TOTAL INCOMK TAXES
TAXES OTHER THAN INCOttE TAXES

TOTAL OPERATING EXPENSES

NET OPERATIHG INCOME

OTHER IHCOME AND DEDUCTIONS
AFUDC - EQUITY
OTHER INCOME AND DEDUCT'IOHS (NET)

'TOTAL OTHER INCOME AND DEDUCTIOHS

INCOME BEFORE IHT'EREST CHARGES

INTEREST CHARGES
INTEREST ON LONG-TERM DEBT
OTHER INTEREST CHARGES
AFUDC - SORROWED FUNDS

TOTAL INTEREST CHARGES

NET INCOME
PREFERRED STOCK DIV REQUIREMENT
NET ItICOME AVAILABLE FOR CONMON

EARtilttGS/SH OF COMMON-CONSOL
EAkttlttGS/SN OF KU CO
EARNINGS/SH OF COMMON-SUBSIDIARY
AVG NUMBER OF SHARES OUTSTANDING

ODP CO

lli982>&52.62

.00
lid47i&46.64

.00

.00
9,570.00

11,13&.72
17'9 ~ 592 F 81
242,932.73
35>2dl.do
15,634.59

425i230.07
'919>JSO ~ 31

.00
42i459.58

213i308.23
14,100,13

26'9,947.94
567>SD0.70

294i&76.00
.OD

44i486.00
.00

-4i706 F 00
334.656.00
421 > 761 .&1

10,360,393.4d
1>622>459.14

.00
65,4S6.29
65>486 29

li6&l>945.43

.00
961 F 31'4.00
961~ 316.64
726>62d.79

.00
726,620.79

:oo
,00
.00
.00

YEAR
KU CO

140>433>&49.&I

51 '86io&2.72
3> 318,607.43

.00
2>726>382.95

291>435.00
714,909.551,97'65.72

2i&36i?12.10
566,760.04
253i 971.24

di600>407.44
17> 970,244. 04

4>969 ~ 249.53
757>169.24

2,&01,556.03
'174,'Zsa'.90

8>702>233.70
12 i 441» &40.0 0

Io>137,980.00
2.025,319.00li 464 i 916 .00

613~ 014.00
-41>d&9.00

14i200il40,00
2 i 652i 715.51

110,531,784,20
29>902r065 ~ 61

6>942.00
3>476>329,07
3,4&3,271.&7

33>345>337.40

0,915.747.20
330,503.19
-Jr267.00

9,242,983.47
24 i 14Zr 354.01
lr554,266.67

22i5&d,od7.34
.60
.56
.04

37,&17,&7&.oo

I 0 DATE-
EL IHINATI ONS

8.226>087.64

ii&47,046.64

379>041.00

379.041.00

.00

.00

.00
4i226io&7,64

.00

lr6&oi732.53
li6&oi732 ~ 53

li6&or732.53

954i103 ~ 74

954i103~ 74

726»62&.79
.00

726 '2&.79
.00
.00
.00

THIS YEAR

144 ~ 190.614.79

51>286,002.72
3, 31&,607 .43

.00
2.726.382.95

301,005.00
347,007,27

2 '59 '58.53
3 '79,644.83

602>041 ~ 43
269,605,SJ

9r025.637.51
ldi51&isds ~ 35

4r969iZ49.53
799,62S.&2

3,014>864.26
188 439.03

8 ~ 972i l&1,64
1Zi969.441.5S
10,432,856.00
2,025i319.00
l>509 '02.00

613,814.00
46>595.00

14i534i796.00
3> 074 i 477. 32

112>666.090.04

31~ 524 ~ 524 75

6 '42 00
ii&61>083.63
1>06&i025.63

33>392'50.38

dr915 ~ 747 ~ 2S
337.716.09
-3>267.00

9 r 250.196.37

24 '42>354 01
1>554.266.67

22,580r087.34
.60
.56
.04

37,017.878.00
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REPORT NO.'S094050-OJ KENTUCKY UTILITIES COMPANY AND SUBSIDIARY
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PERIOD ENDING OJ/Jl/88
PAGE 6

RUN DATE 04/ab/88
RUN TIME 2l.ri9.14

OPERATING REVENUE

OPERATING EXPENSES
FUEL
PURCHASED POHER
IIITERCHANGE
OPERATIONS

PRODUCTION
OTHER POHER SUPPLY
TRANSMISSION
DISTRISUTION
CUSTOIIIER ACCOUNTS
CUSTOMER SERVICE
SAI,ES
ADHINISTRATIVE AND GEHERAL

TOTAL OPERATIONS
MAINTEHAHCE

PRODUCTION
TRANSMISSION
DISTRI SUTION
ADMINISTRATIVE ANO GENERAL

TOTAL MAINTENANCE
DEPRECIATION AHD AMORTIZA'?ION
INCOME TAXES

CURRENT FEDERAL INCOME TAXES
CURRENT STATE INCOME TAXES
DEFERRED FEDERAL INCONE TAXES
DEFERRED STATE INCOME TAXES
INVESTMENT TAX CREDIT ADJ'5

TOTAL INCOME TAXES
TAXES OTHER THAN INCOME TAXES

TOTAL OPERATING EXPENSES

tiET OPERATItiG INCOttE

DTHER INCOME AND DEDUCTIONS
AFUOC — EOUITY
OTHER INCOME AND DEDUCTIONS (HET)

TOTAL OTHER IHCONE AND DEDUCTIONS

INCOME BEFORE INTFREST CHARGES

IHTEREST CHARGES
INTEREsT ow LGHG-TERN DEa.
OTHER INTEREST CHARGES
AFUDC - DORROHED FUNDS

TOTAL INTEREST CHARGES

H T It(COME
PREFERRED 5TOCK OIV REOI>IREt>EHT
tIET InCOME AVAILABLE FOR COMMOti

EARIII IIGS/SM OF COMMOtt-CottSOL
LARIIIIIGS/SM GF KU CO
LARttltlGS/SM DF COMMON-SUDSID ARY
AVGi NUM0ER DF SHARES OUTSTAttDItio

ODP CO

39i422 ~ 033.04

,aa
26 '99 '76.26.00

,00
37>549.64
7 I r 425. 05

6J8,553.17
li 065 ~ 191.69

143>551.06
69,040.35

I r 6 31 r 616.96
J,656,927.92

.00
485>679,04
711~ 081.01

46.'527'.50
1 ~ 243 '87 61
li904r060.99

Jli106.00
.00

385i951.00
.00

-12>702.00
404>355.00
Srl 229.19

35i255i536.97
4,166i496.0?

.oa
225i158.31
225,158.37

4r 391,654.44

503.80
3,897,092.56

.00
Jr09di396.36

493i258,08
.00

493 '5b,od
.00
:aa
:ao
:0O

T H E L V E MONTHS
KU CII

544iaddr237.93

203r232,777.27
14'59,005. 17

:oa
10'95>404 ~ 36
lr430,273.ri6
2,854>143.37
lr925r733.16

ll>43di072.81
2>509>648.15
I i 011~ 108.97

32 ~ 967 i 041 ~ 13
loid31,465.41
ldi475,400.92

3>800>867*58
llr641>369.32

649,475.82
34,64?il13.64
48ioddr354 ~ 53

Jbi99dr 117.00
7,441,125.00
7r472>042.00
2i446>566.00
-139,309.00

56.218,541.00
'or589.311.55

437r566i560.57
106>dllr669 ~ 36

63> 541.00
3i353r600.16
3~ 417>141 ~ 16

110~ 204 ~ 810 52

35,663>009.53
1,040,974.d6

-29i342 F 00
36 '74 ~ 642.39
73 ~ 614> 168,13

7 ~ 752>611.Il
65>d61 ~ 557 02

1.741.70
.04

JliS17,878.00

ENDED
ELIMINATIONS

20ia15>840.26

26>499 '76 26

I ~ 516i164 00

1>516>164.00

-I,071,952.00
-2D9 r 761.00

-I r 241.713.00

26,7 34, 127 .26

1,241,713.00

3 'da 503.14
Jiodai503. 14

4.366i216.14

3>d72>95d.06

3,872,95d.06
493,250.08

.00
493.250.08

.00

.00

.00

THIS YEAR

555i844,430.11

203 '32 '11.27
14>559,005.17

.00
I ai695,riad. 36
I iddl i823.10
1.409idari.42
0,564,286.33

12>503i264.50
2>653i239.21
li080,149.32

34>59d>658.09
72,972,229.3J
18i475,400.92
4i366i546.62

12,35Zi450.39
696 003.32

35.890>401.25
50>392>415.52

40, IOI, I?5.On
7',650,'add '.
7,85?i993.00
2,446.566,00
-152,011.00

57,904i609.00
ll>136 540,14

446,087i9?d.28

109i756>452.43

63,541,00
494.255.39
557i796.39

110,314i 248.82

35i663,513.33
1>065>909.36

-29i342.00
36>700i080.69

73,614>168.13
7 r 752i 611.I I

65.d61.551.02l.74
1.70

.04
Jl ~ 817 ~ 818 00



REPORT No.i RS094055-al
h

rENTuCXY uTILITIEs Cat)PANT A«D suasIDIARY
CONSOLIDATING It)COME STATEMENT

PERIOD ENDING 03/31/dd
PAGE 6A.

RUN DATE aij/08/88
RUN TIHE 22.55.08

OPERATING REVENUE

OPERATING EXPENSES
FUEL
PURCHASED POHER
IttTERCHAWGE
OPERATIONS

PRODUCTION
OTHER POIIER SUPPLY
TRANSNISSIOH
DISTRIBUTION
CUSTOMER ACCOUNTS
CUSTOMER SERVICE
SALES
ADMIttISTRATIVE AND GENERAL

TOTAL OPERATIONS
MAIttTEttANCK

PRODUCTION
TRAttSMISSIOtt
DISTR) BUTIott
Aottlt)I STRATIVE AND GKNKRAL

TOTAL MAIttTEHANCE
DEPRECIATION At)D AMORTIZATION
INCOME TAXES

CURREttT FEDERAL INCOME TAXES
CURREttT STATE INCOME TAXES
DEFERRED FEDERAl It)COME TAXES
DEFERRED STATE INCOttE TAXES
INVESTMEHT TAX CREDIT ADJ'S

TOTAL INCOME TAXES
TAXES OTHER THAN INCDNE TAXES

TOTAL OPERATING EXPENSES

NET OPERATING INCOME

OTHER INCOME AND DEDUCTIONS
AFUDC - EQUITY
OTHER IttCOME AND DEDUCTIONS (NET)

TOTAL OTHER INCOME AHD DEDUCT'IONS

INCOME BEFORE INTEREST CHARGES

INTEREST CHARGES
INTEREST Ott LONG-TERM DEBT
OTHER INTEREST CHARGES
AFUDC - BORROIIED FUNDS

TOTAL INTEREST CHARGES

NET IttCOftE
PREFERRED STOCK DIV REQUIREMENT
ttET INCOME AVAILABLE FOR COMMON
EARttltlGS/SN OF Co)tttott-CONSOL
EARttlttGS/SH OF XU Co
EARNIttGS/SH OF Co)It)ON-SUBSIDIARY
AVG NUMBER OF SHARES OUTSTANDING

ODP CD

11>982>852.62

.OO
7>$47,046.&4

:na

.ao
9.57a.'aa

11>138.72
I')9>592.81
242,932.73
35,281.39
)5>634.59

425>230.07
919>380.31

.ao
42.459.58

213>308.23
14>180.13

269,947.94
567>600.'ld

294>876.00
.Oa

44>486.00
.00

-4,706.00
334>656,00
421 > 761 .81

10>360>393.48

1>622>459.14

.00
65,4d6.29
65>456.29

1,6d7 >'945.43

.00
961~ 316,64

.00
961>316.64
726>62$ ,79

:ao
726,62$ .79

.OO
,00
:ao
:ao

——CURREN
xu co

140'33i849.81

51 286,002.72
318,607.43

.00
2>72'd2.95

291>435.00
714,90').55

1,979,665.72
2,836,712.10'sdd'.Iaa.oa

253 > 971.24
8,600 '07.44

17>970'44 F 04

4>969>24i9.53
757.169.24

2>801 ~ 556.03
174>258.90

8>702>233.70
12>401F 840 80

10>137>980~ 00
2> 025> 319.00
1> 464 > 916.00

613>814.00
-41 > 889,00

14 Z00,140.00
2> 652> 715.51

110>531>784.20

29,9t)2>065.61

6,942.00
3>476.329,87
3>4$3>271 $7

33> Sd5, 337.4d

d>915>74?.28
330,503.19'3.267.00

9>242>983.47

24 ~ 14Z> 354 ~ al
I ~ 55'66.67

22 sdd 0$7.34
.60
.56
.04

37>$17'78.00

QUARTER
ELIMINATIONS

d ~ 22'87.64

7>$47>046.64

379>041.00

379>041.00

.00

.00

.00
0>226>0$7.64

.00

I ~ 680 '32,53
I ~ 680 '32.53
I ~ 6do ~ 732.53

954>103.74

954, 103.74

726>62d.79
.00

726>62d.79
.00
.00
.00

TNIS YEAR

144 ~ 190,614.79

51>286.002.72
3>318>607.43

.08
2> 726, 382.95

301>005.00
347,007.27

2 ~ 159~ 258 53
3>079.644.83

602,041.43
269,605.dl

9,025,637.51
Ib>5)0>583,35

4>969>249.53
7')9>6Z8.82

3F 014,864,26
188>439.03

8.9'lZ 181.64
12 969 441.58

10>432>856.00
2,025,319.00
1>509>402.00

613.814.00
-46>595.00

14> 534i ~ 796.00
3,074.477. c

112'66>090.04
31~ 524 > 524 ~ 75

6>942.00
1>861>083.63
l>$6di025 ~ 63

33> 392>550.38

8 ~ 915,747.2d
337.716.09
-3,267.00

9~ 250.196.37

24>142>354.01
1>554>266.67

.22>5db>087.34
.60
.56
.84

37 ~ 817>878 ~ 00



Ssov 7

CS1TUCCT UTIL)7155 COIL ~ A1T A1D SUDS( DIAOT
N ~ rah 51. )ebb

Current Tuelve Nonths
Men th T ~ or to 8 ~ 'I ~ tndod

INCOME STATEME11 ELIMINATIONS

assi' ll ~III esv ~nuo ~

ha(Chased Oeu ~ t
NU Co. to 00'o

I I' n tel ~ ~ I en I. In ~ oon'I ~ I
ae ~ Ce. f ren tu Ce.

Tet ~ I

2,425,60$ .04

126.547.00
2.552.052.04

ife.oi).oa
0.226.087.64

I .5 I 4 . ) di .0 0
20.015.040.26

Fs047,044 d4 26,499,674.26

le)brest Inae ~ o
Nu Co ~ f roo ODF Co ~

ae ~ Ce. tree NU Ce.
Tet ~ I

Oesr ~ t(no Eseonsos
CU to 009 Co. ...

Int ~ r ~st Esoons asas'o. to CU Co.
tu ce. te aoe te.

Tete I

leases Tose ~
Seder ~ I
%tet ~
lot ~ I

$ 10,034.50

'510.d34.%8

I2be347 00

3)IL,034.50

518.034.58

954,10$.74

954.103.74

$ 79,041.DD

954,10$ 74

954.103.74

3,872,95d.ob

3.472.9fd.ab

1,516,164.00

3,872,'058.06

'5 d7 2 9% d 06

I 0'fl 9$ 2 00
209. 'Fi I .0 0

1.281.'F)~
UNI09809'SLATED USDISTSIOUTED SUDS(DIAST EIM1INSS

~ slsnae 0 ~ OlnnlnS of 0 ~ rlod
lou)tv ln E ~ rnlnts ter Per)ed

~ ALINCE EOD Of Pbe lao

INCOME TINES

7,449,3d7.32
191.182.75

F.bia.570.0F

bs91$ ~ 941 ~ 28
726.628.79

7.6 4 0) 5 70. 0 7

7, 'I 4 7, 5 I I, 99
493.2%4.0d

F.ISL0.%70.07

Ihev ~ tho Line
federal ~ Current ......~ .....~ ..~

Deterred
Sua-total .............~ ..~ ~

5t ~ t ~ ~ Current
Deterred

SUD total ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ..~ ~ ~ ~ ~ ~

Inv ~stnsnt Tss Clsdlt Adlustosnt
Tetsl Issue th ~ (In ~

2,943,333.00
2 )9.043 .08

5. 165.104.00
406,059.00
211.847.00
697.906.00
C I 5 .553.00)

5.845.569.00

10,432,856.00
1.500.402.00

11.942.250.00
2,025,319.00

613.814.00
2.650.133.00

(46.%9%.00)
14.%%4.'Fob.aa

40, 101, I 7f .00
7.057.99).aa

4~. 9%9 . I 6 6 .0 0
7.650,006.00~Lib.')66.00

30.097.4%2.00
C 1% 2.011.00 )

%7.oai.iae.oa

Soles th ~ Line
Federsl * Cu('rent

~ 0 ~ t ~ rred
5ua-total

%tete ~ Current
~ Deterred

Sua-tot ~ I
lnv ~otnont 1st CI'edit

Tet ~ I ~ oleo th ~ Lle ~
COIIL INCOME IIX05

C238,$25.00)
458.447.00
220. 122.00
51,451,00
(2.d62.00)
49.589.00

(55(L.405.00\
I IL 7 . I 7I .0 0 I

3.778.%0%.00

19$,70'5 ~ OD

4,13.76d.aa
607.5%$.00
142,347 F 00
t5.404.00)

156.883.00
( I .010.D52. 0 0 )

(265.d)6.00\
14 269.180.00

(3,399,577,00:
(105.66%.00

I 5.505. 2I.I.00
(5$ 1,010.00
(IS.OOf.aa

(%%0.0')%.00
(4.010.317. 00
(S.OI$%.%77,00
4o.sie.ail.aa



REPORT NO. i RS094030"00 KENTUCKY UTILITIES CONPANY AND SUBSIDIARY
CONSOLIDATING bALANCE SHEET

AS OF 03/Jl/80
PAOE8-

RUN DATE ii/Dd/88
RUN TIME 21.09.51

ASSETS

UTILITY PLANT IN SERVICE
LESS> ACCUMULATED PROV FOR DEPR

NET UTILITY PLANT IN SERVICE
CONSTRUCTION HORK IH PROGRESS

TOTAL NET UTILITY PLANT

NONUTILITY PLANT
LESSi ACCUMULATED PROV FOR DEPR

NET HOHUTILITY PLANT
INVESTMENTS IN SUBSIDIARY COMPANIES
OTHER INVESTMENTS
SPECIAL FUNDS

NET INVESTMENTS AND FUNDS

CASH
SPECIAL DEPOSITS
WORKING FUNDS
TEMPORARY CASH INVESTNENTS

TOTAL CASH

CUSTOMER RECEIVAbLESi
MISCELLANEOUS RECEIVASLES .
LESS: ACCI'IL PROV FOR UNCOLL ACCTS

NET CUST AND MISC RECEIVABLES
RECEIVASLES FROM ASSOC COMPANIES

NFT RECEIVASLES

FUEL STOCK
MATERIALS AND SUPPLIES
UNDISTRIBUTED STORES EXPEiISE

TOTAL INVENTORY

PREPAYMENTS
INTEREST'HD DIVIDENDS RECEIVABLE
ACCRUED UTILITY REVENUE5

TOTAL CURREN'I A5SETS

UNAMORTIZED DEBT EXPENSE
UNRECOVERED PI.ANT 8 REGULATORY COST
PRELIMINARY SURVEY
CLEARING ACCOUNTS
JOB WORK
MISCELLANEOUS DEFERRED DEBITS
RESEARCH AND DEVELOPNENT EXPENSES
UNAMORTIZED LOSS ON REAOUIRED DEBT
ACCUMULATED DEFERRED INCONE TAXES

TOTAL DEFERRED DEbITS

TOTAL ASSETS

ODP Co KU Co

65>058>373.48
15,056>437.73
50.001,535.75

4ii9,275. 15
50i450>810.90

.an

.00
:ao
.00

I ~ 500 '0
:ao

I ~ 500 '0
M&A 000.'14

10 '06 F 10
e,zon'.aa

I 900 000.00
2>250>966.84

3>319>205.24
105>209 F 31
d6,100.00

3>M4.394.55
.00

Jr334i394.55
.00

463,249.77
I? I i241.51
634,531.2d

2,343.75
2,409.59

.00
6i228 ~ 726.01

.00

.00
Jr&75.72

Jlr 102.67
,00
.00
.00
.00

564r 143.00
594,721.39

li669>904>JIJ.40
570.J47>694i.98

l>099>556>618.>i2
10>115>205'4

I ~ 109 ~ 671 ~ 424. 26

340>648.57
51>391.44

249,257..09
41>623>95&.92
1,29?,ddl. 13

II>004,874.55
54r215>969.69

614i120.11
163.242.25
66>699.00

Jlilan>DDD.OO
31,944>661.36
26, 300>N,1.40
7,441,144.JJ
6 ~ 731>900 00

27>014>105.73
3,300iS19.57

30>326>925.30

34,939>332.J3
'I r 033,655.15
1,544>627.14

47> 51?i614.62
lr469i641,12

313>add ~ 47
1>627>084,02

'3>199ial&.49
2. 291 > 187.92

.00
7di391.42

,693>288.23
74r660.24

26i75&i202.63
.00

1,643>2Z0.12
7 ~ 472 ~ 105 22

39,007>055.78

57 '79 '5d 30 1,316 093>S&4 62

LAST YEARTHIS YEARELINIHATIONS

Ir699 ~ 601 041.85
542 ~ 529.659.18

I ~ 157 '71>MR.&7
14,074,746.94

I > 171,146, 129.61

li734>962>606.8d
585>404>532.?l

I ~ 149 ~ 558 ~ 154.17
10,564.480.99

I>I&0 ~ 122>635 ~ 16

332.454.51
51>391.48

241>0&?.03
1,820,??3.88

363, 14D. 50

340,648.57
51>391.48

289,257.09
Zil&1,352.26
I ~ 299 '81 13

11.004>d74,55
14 '34rd65 F 03

39,4d2i604.66

39i&dZ ~ 604 '6 9>253, 110.93
11 i 718i 132.34

940>000.45
173r9R8.35
72>899.00

3Jraan>OOD.DD
34 ~ 195~ 62S 20

5 ~ 504, 1?0.50
216 '68.41
63>354.00

33i750>DDD.DD
39>5Mrd92.91

29>624 '46.64
7>546,35J.64
6',818,'ooa'.an

30,356>500.28
.00

Ja ~ 356 ~ 500.28

23, 117i 523.6 9
13>6dai9D6,60
6.7?lrD49,58

Jai027>380.71
.00

Jai027. M0.71
3,308>819~ 57
3i304rd19 ~ 57

34,939,332.33
7 '96 '44 92
li715>d68.65

40 ~ 152.145.90

3&i005,424.26
7,496,?62.46
I ~ 674r&29 ~ 50

43i17?i216.22
1>471,904.d7

315r578 06
I ~ 627,004,02

1,410.463.31
311,912.9?

5> 9lb i 180.22

116>110>921.333>308>419.5? 120 '79r046 34

2>34?>?43.75
llr574,514.97

63>981.1?
623>98&.00

16>520.41
11'07,070.71

.00
l>741i 140.84
3.944,199.22

31>759,163.07

2 '91'07.92
~ DD

Sir 067 .14
724i390.90
74r660.24

26 '5'02 63
.DD

1>643, 220. 12
0 ~ 036.244.22

39 '05 '77.17
42i?91 '24 23 1 330 ~ 542> 19S 69 I ~ 335 002>471.36



REPORT'O.i RS094030-00

LIABILITIES ODP CG KU Cn ELIMINATIONS

KENTUCKY UTILITIES COMPANY ANQ SUBSIDIARY
CONSGLIPATIHG BAI.ANCE SHEET

AS OF 03r3lrdd

THIS YEAR

PAGE 9
RUN DATE 4rndrdn
RUN TINE 21.09.51

LAST YEAR
COI'1MON STOCK
PREMIUN ON COMMON STOCK
PREMIUM ON PREFERRED STOCK
GAIN ON RESALErCANCEL OF REACQD STK
CAPITAL STOCK EXPENSE
PAID-IN CAPITAL
RETAINED EARNINGS
UNAPPROPRIATED UNDIST SUDSDY ERNGS

TOTAL COMMON STOCK EQUITY

PREFERRED STOCK
TOTAL PREFKRREQ STOCK

IGNDS
ADVANCE5 FROM ASSOCIATED COHPAHIKS
OTHER LONG-TERM DEBT
UNAMORTIZKD PREM ON LONG"TERH DEDT

TOTAL LONG-YERN DEBT

TOTAL CAPITALIZATION

ACCUMULATED PROVISION FOR INSURANCE
TOTAL OTHER NONCURRENT LIAb

NOTES PAYABLE
ACCOUNTS PAYAbLK
PAYABLES TO ASSOCIATED COHPANIES
CUSTOMER DEPOSITS
TAXES ACCRUED
INTEREST'CCRUED ON LONG-TERM DEBT
OTHER INTEREST ACCRUED
DIVIDENDS DECLARED
TAX COLLECTIONS PAYABLE
OTHER CURRENT AND ACCRUED LIAB

TOTAL CURRENT LIABILITIES

CUSTONERS ADVANCES FOR CONSTRUCTION
ACCML DEFERRED INV TAX CREDITS
OTNKR DEFERRED CREDITS
ACCUMULATED DEFERRED INCONE TAXES

TOTAL DEFERRED CREDITS

1>504,025.00
.00
:na
.00
.00

37>209.59
?>640>570.07

.PD
9.182.604.66

.00

.00

.00
30>SDDi000 ~ 00

.00

.00
Sni300ioan.nD

Sni482i6D4 ~ 66

.00

.00
,00

54>47$ .11
3,30bidl9.57

436,253.39
626,234.31

.00
66.251«00

.00
54,817.12

754, 504.45
Si 301>$5? .95

91 i 726 .69
2i9$9>046.00

l>000.00
9,464>D23.DO

12i495>795.69

308>139'7?.56
:ao

43i980.00
:on

-321 2dd.d?
:an

16$>206>785.18
$ >486 '22.33

479,555,576.20
79>200>000.00

'?9>200inan.nn

396 ~ 500>000.00
.00
:00

936 i 805.53
$97 i 436 i805.53

956i192>381.73
803,51'7.07
80$>517.07

.00
IS,I99,086'.85

.00
?>800 ~ 112.05

16i S86 i 211.82',456.979.19
2,504>S05.21

.00
1.000>8$7.06

Ili699i960.70
64,52dil43.68
1.538 i 457.60

63,6d6>071.00
2.601>?22.54

226i663> 571 ~ 00
294 i 569>822. 14

1 ~ 504>dRS.PD

37>209.59
7,640>570.07
9,1$2>604.66

SP ~ SDoinDP.PP

30 ~ 300inon ~ Pa

39 ~ 402>604 '6

3>300>019.57

3~ 308>819 ~ 57

Sadi139>977.56
,00

43i980.00
,00

-321~ 2nd, 87
.00

170>847i355,25
d45,552.26

479>555 '76.20
79>200innn.nn
79 ~ 200 ~ OPP,PP

396 ~ 50P ~ PPP.PP
,00
.PP

936>d$5 53
397i436idP5.53
956 ~ 192>381,73

803 i 517,07
803i517,07

.00
19>R53>564 96

.00
8, 316,366.2ri

17>612>446.13
4.456,979.19
2 i 571,156.21

.00
1,$55,70ri.ld

12,454, >i65.15
66 '20>682,06
1.630,184.29

66>625.117.00
2 '82,722.54

236 '27>594 F 00
30?i065>617.83

189>089>390.00
119i050,5$7.56

43,980.00
.00
.00
.00

157> 155.167 .61
524>973 ~ 88

465>864,099.05

107,800,000.00
107,$00>000,00

396 ~ 50P ~ 000 ~ 00
,00

35>870.80
996i435.93

397i532>306.73

971.196i405.78
1,043>07$ .07
1 F 04'78 07

.00
19>565>33$.6?
?idnSi946.66

ldi150i610.40
4.457,349.16
2i156,742.63

.00
2 F 224>594.59

11> 577 i 132.19
65i937i?14.25
1,77d.295.68

?ni019 277.0$
2 372>049.5$

221>855 ~ 651 ~ 00
296>825 ~ 273 26

TOTAL LIABILITIES 57i279>750 ~ 30 li316>09$i064.62 4R>791i424.2$ 1>530~ 582i198.69 l>335,002>471.36



P ~ a ~ 10

EEN'IUCCT O'1 ILI'tlt\ CONPA'AT AND SUSSIDIANT

slklect tNEET ELINI'Nltlous

narcl 31. Iadd

C'nv

~ ete ~ nt ~ ar ru ln os
ODP Co. Cosnan ttoed

9.251 NOt ~ ~ 11 F 01-00
10.15$ Not ~ - 01 30 '9
IZ.PTX Not ~ lt 30-$9
12.91$ NOt ~ - lt 51-09 ......~ ~ .~ .
lt.PTX NoC ~ - It.tl-ea ...........
lt,91X Not ~ - 09'4 F 91
12.97X Set ~ IC"$ 1 91 » ~ ~ ~ ~ ~ ~ ~ ~

12.97$ Not ~ ~ 01 '0 '2
12.911 Not ~ 00-$ 0 ~ Pt .~ ~ ~ ~ ~ ~ ~ ~

12.911 Not ~ 01.14~ Pt
IZ.PZX NOt ~ IC ~ $ 0.92 ...~ ~ ~ ~ ~ . ~

12.441 Not ~ - 0$ -50 ~ 9$
1$ .$01 Not ~ ~ 11 ~ 20-94 ..~ ..~ ~ ~ ~ ~

13.DDX Not ~ ~ 12 S I ~ 94 ~ ~ ~ . ~ ~ ~ ~ ~

ODP Co, Auv ~ nce
Equity In 2 ~ rnlno ~ al tuD ~ lul ~ ry

Accounts Sec ~ Ivebl ~ A ~ eoc ~ Co ~

ru Co. Troa 0'o ~ .~ ~ ~ ~ ~ ~
'

~

ODP Ca. Iran ru Ca.
TOTAL DES Ilt

sault ~

1,54t,0$4.59

soo,ooa.oa
S,ZSO,OOO.DO

900,000,00
1,200,000 00
A,DOO,ODD.OO
A,soo,ooo.ao
1,4OO,Oat OO

S,ZD0,000.00
l,too,ooa.ao
1,200,000,0D
l,aao,aaa.oo
Z,TS0,000 F 00
1,000 ~ 000.00
A,aoo,ooo.oa

loo,ooo.ao
7,040,510.01

5, $ 08, 019.51

C ~' NIL ~ 1st ~ I ~

59,412,$04.44

5,50$ ,019F 57

42.791.474.23

C ~ plt ~ I Scoot Cannon
OOP Co,

Capital Surplus
OOP Co.

Cecity In E ~ rn lnte or tuu ~ 141'y
Natat ~ no levant'ran ku to DDT

1,504,$25.00

5'1,209.59

7,$40,570.01

1,504,d25.00

37,209.59

T,d40,570.01

30,300,000.00

9.25X Not ~ - 11-01~ 80
10.751 Not ~ . 07-$ 0 ~ 19
lt.PTX NOt ~ ~ 11 ~ $ 0 ~ 19
12.971 Not ~ . t2-$ 1.09
12.975 Not ~ - It $ 1 ~ 90
lt.PT'5 Not ~ - 09 24 F 91
12.971 Not ~ - lt.$ 1-91
12.915 Not ~ 'l ~ 01 92
IC.PTX NOt ~ ~ Od"Sa ~ 92
I?.911 Nat ~ ~ 01-14-92
12.925 1st ~ - 12.$0 ~ Qt
IZ.445 Not ~ - 04-30 ~ 93
13.5$4 Not ~ - 11F 20-94
1$ .00'5 Note IC 31 ~ 94
OOP Co ~ Advance

500,0DO.DO
3,25D,DDO.OD

900 F 000.00
1,200,000.00
4,000,000.00
4,500 F 000.0D
1,400,00'0
S,tao,ooo.ao
lrtaaraoa ~ DO

l,toa,oao.oa
I ~ 000,000.00
2,150.aoo.ao
l,ooo.ooa.oo
l,ooo,aaa.oo

100,000,00

Accauh'la Peyeul ~ A ~ ~ OC ~ Ca ~

ru Co, to DDP Co
oaa ca. ta tu ca.

TOTAL Ceto ITS
5.300 . 019.51

$ ,300,019F 57

791.424.23



ATTACHMENT C( 2 )

SECURITIES AND EXCEANCE COMMISSION

WASHINSTON, DC 20549

FORM 10M

Quarterly Report under Section 13 or 15(d)
of The Securities Exchange Act of 1934.

For the quarter ended March 31, 19SS Commisaion file number 1 3464

Kantuckv Utilities Comoanv
(Exact name of registrant as specified in its charter)

Kentuckv
(State or other Jurisdiction of
incorporation oz organisation)

61 0247570
(I.R.S. Employer

Identification No.)

One Oualitv Street. Lexinaton. Xentuckv
(Address of principal executive offices)

40507
(Zip Cede)

Registrant's telephone number, including area code 606-255-1461

Not Aoolicable
Former name, former. address and former fiscal year, if changed
since last report

Indicate by check mark whether the Registrant (1) has filedall reports required to be iiled by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months
(or for such shorter period that, the Registrant was required tofile such reports) and {2) has been subject to such filing
requirements for the past 90 days. Yes ~ No

Number of shares of Common Stock outstanding at April 30,
1988: 37,817,878 shares.



PART I. FZNANCIAL INFORMATION

KENTUCEY UTILITIES COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

Operating Revenues.

For the Three Months
Ended March 31.

198$ 1987

(in thousands except
per share amounts)

8144.190 8141.591
Operating Expenses and Taxes:

Fuel, principally coal, used in
generation.

Electric power purchased
Other operating expenses.
Maintenance
Depreciation.
Federal & state income taxes.
0'ther'axes ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

~ ~ ~

~ 1 0 ~

51,'286
3g319

18,511
8,972

12 i 969
14,535
3.074

43,382
5,327

17,433
10,244
12 e 479
1.7,299
3.057

Average Common Shares Outstanding .
Earnings Per Average Common Share .

3V, 818

112.666

Net Operating Income. 31,524

Other Income and Deductions . 1.S68

Zncome Before Interest Charges. 33,392
Interest Charges. 9.250

Net Income. . . . . . . . . ~ . ~ ~ . ~ * 24, 142

Preferred Stock Dividend Requirements 1.554

Net Income Applicable to Common Stock . 8 22.588

109.221

32,370

1.111
33,481
9.302

24, 179

2.461

5 24ZRR

37,818

The accompanying Notes to Consolidated Financial Statements are an integxa
part of these statements.
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KENTUCKY UTILITIES COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OP CASH PIAWS
(Unaudited)

Cash Flows From Operating Activities:
Net Income \ ~ ~ ~ ~ ~ ~ ~ ~ ~

Items not requiring (providing) cash currently
Depreciation ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ' ~ ~ ~

Deferred income taxes and investment tax
credit —net. ~ ~ ~

change in tuel inventory .
Change in accounts receivable
Change in accounts payable .
Change in accrued taxes.

Coal contract termination payment.
Other net ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

~ ~

~ ~

~ ~

24 ~ 142 $ 24 g 179

12,969
1,475

(3,274)
3,500
1,714

10,404
(14,500)
{5.053)

12 i 479

2g 427
(10,115)

2,604
(436)

16,536

{3.628)

Por the Three Months
Bnded March 31.
1988 1987

(in thousands)

Net Cash Provided By Operating k,ctivities
Cash Flows From Investing Activities:

Construction expenditures

Net Cash Used By Investing Activities.
cash Flows From Financing Activities:

Retirement of long-tera debt .
Retirement of preferred stock
Payment of dividends .

Net cash Used By pinancing Activities.
Net Increase In Cash and Temporary Cash Investments

31.377

{8.795)
(8.795)

(1,600)
{14.235)
{15.835)

44.046

{9.992',

(9.

992'35'1,

600
{14.386

{16.021

The accompanying Notes to Consolidated Financial Statements are an integra
part of these statements.
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KENTUCKY UTILITIES COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS
(Unaudited}

ASSETS
Utility Plant:

Plant in service, at cost
Less accumulated depreciation

Construction work in progress . . . . . . ~

Less accumulated deferred income taxes

8'34 '63585.405
1,149,558

10.564
1,160,122

232.526
927.596

$1,729,943
571.835

1,158,108
6.933

lg 165, 041
229.240
935.801

As of As of
March 31, December 31,

1988 1987
(in thousands)

CAPITALIZATION AND LZABILITZES
Capitalisation:

Common stock equity
Preferred stock .
Preferred stock with mandatory redemPtion .
Long-term debt \ \

Current Ziabilities:
Preferred stock due
Accounts payable
Customers'eposits
Accrued taxes .
Accrued interest
Accrued payroll and
Other

within one year
4

~ ~ ~ ~

~ ~ ~

vacation
~ 0 ~ ~ ~

. Deferred Credits:
Accumulated deferred investment tax
Other ~ ~ ~ ~ ~ t ~ ~ ~

credits .

Current Assets:
Cash
Temporary cash investments, at cost which

approximates market
Accounts receivable
Fuel, principally coal, at average cost .
Plant materials and operating supplies, at,

average cost ~ ~ ~

Prepaid expense and other

Investments, Deferred and Other Assets .

1,196

33,000
32,374
38,939

9,213
1.472

116.194
54.266

~RRMRR

479,556
40,000
36,400

397.437
953.393

2,800
19,254
8,316

17,612
7 i 028
5;185
9.125

69.320

66,625
8.718

75.343
~aiN%

697

26,752
35,874
35,665

Se803
1.271

109.062
37.128

469,648
40gooo
37,200

397.452
944.300

3,600
17,540
8,477
7,208

12,238
5,992
6.977

62.032

67,682
7.977

75.659
Q iN4,ERR

The accompanying Notes to Consolidated Financial Statements are an integra
part of these statements.



KENTUCKY UTZLZTIES COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FZNANCIAI STATEMENTS
(Unaudited)

1, PRESENTATION OF CONDENSED ZNFORMATZON

Pursuant to the rules and regulations of the Securities and

Exchange Commission, certain information has been condensed and

certain i'ootnote disclosures have been omitted, which are nor-

mally included in financial statementa prepared in accordance

with generally accepted accounting principles.
These financial statements should be read in con]unction

with the financial statements and notes thereto in the Company's

Annual Report on Form 10-K for tha year ended December 31, 1987.
In the opinion of management, the information furnished

herein reflects all ad)ustments which are necessary to a fair
statement of the results .of the periods shown and the disclosures
which have been maCe are adequate to make the information not

misleading, sub]act to tha effects, if any, of the final
resolution of the regulatory matters and certain litigation
discussed in Nota 2.

RATE MATTERS AND CERTAIN LZTZOATION

Reau1atorv Commission Proceedinas

The Company's Kentucky . retail fuel adjustment clause

operates 'o reflect changes in fuel costs in billings
customers and is designed to conform to a general regulation

prescribed by tha Kentucky Public Service Commission (PSC) for
all electric utilities in Kentucky subject to its jurisdiction.



KENTUCKY UTZZZTZES COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATENENTS
(Unaudited)

The PSC's regulation provides for periodic hearings hald at
six-month intervals to review yast ad5ustments under the clause
and make allowances, in the tora of temporary decreases in
x'ates, for any past adjustments found not 5ustified. In

addition, avery two years yast operations under the clause are
reviewed, expense components found imyroper may be disallowed

and the fuel clause base is re-indexed. The practice of the FSC

has been to combine hearings for review ot each fourth six-month

period with the then concluded tvo-year period.
Zn January 1983, the PSC commenced combined hearings to

review the two-yeax period ended October 31, 1988 and the

six-month period ended October 31, 1983 and to xe-index the

xetail tuel clause base. In connection with that proceeding,

the PSC has undex investigation the Company's tuel procuxement

practices and costs relating to coal supply arrangements vith

two coal suypliers. The PSC has entered interim orders in

subsequent fuel clause hearings stating that final oxders vill
not be issued until the investigation is concluded. An

intervenor in the yroceeding is requesting that the PSC order

refunds in a substantial amount tor the period 1983 through 1986

and thereafter, allegedly resulting from the Company's

overpayment of fuel costs under the two coal supply agreements.

The PSC has stated that tha investigation is to be a broad

review ot tha Company's fuel procurement practices, and that all



KENTUCKY UT1'LZTZES CONPAHY AND SUBSZDZARY

NOTES TO CONSOLZDATED FZHAHCZAL STATENENTS
(Unauditedl

fuel clause revenues collected since November 1, 1980, are
sub]act to rafun4. A. consultant was selecta4 by the PSC in

October 1987, an4 is currently conducting an investigation.
Hearings are expected to commence after the consultant's
investigation ls completed.

Zn May 1984, certain of the Company's wholesale municipal

customers filed a complaint with the Federal Energy Regulatory

Commission (FERC) alleging imprudence by the .Company in its coal

procurement . pLactices . and policias. Tha complainants ara

smeLing refunds of that portion, if any, of 'uel coats Passed

through the Company/s wholesale fuel.adjustment clause which

found not to have been just, reasonable .and prudently.. incurred.,

The Company'as filed. a response with the FERC specifically
denying all allegations. of. the complaint. The complainants have

alleged that the Comyany. incurred approximately 096 million

.through mid-1984 in imyrudent fuel. costs. un4er the two coal

supply agreements which: are. also. the subject of the PSC

investigation. Of that Sum, the porti'on of alleged" imprudent

fuel costs associated with the Company' wholesale ..customers,

including the comylainants, is, aPproximately 018 mi'X lion. The

complainants, in .rebuttal evidence submitted in'pril 1986,

asserted that the total alleged imprudent fuel costs could be

increased by approximately $24 million. The FERC ..staff has

submitted testimony which supports certain of the comPlainants'



KENTUCHY UTILITIES COMPANY AND SUHSIDIAHY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unauditedl

allegations. The stafi pre-filed testimony allegas that, with

respect to one of the coal supply agreements, the Company

incurred imprudent fuel costs of at least 028 million and as
much as $65 million through mid-19S4. The staff submitted no

testimony alleging imprudence with respect to tha other coal

supply agreement. Hearings before the FERC concluded in October

1986, and the issues ware briefed in early 1987. The matter is
awaiting initial decision. The Company. will continua to
vigorously defend the matter.

Fuel clause revenues associated . with . fuel expense

calculations related to the two coal supply agreements have

been, for the periods under review, and continue ,ts: be,
substantial in amounts. Although no evaluation . can . be . made

presently as to tha outcome oi the above matters, the Company

believes that its operations under the retail and wholesale fuel

adjustment clauses during the periods . under review have been .in
compliance with the applicable state and federal regulations.
Coal Contract Litioation

In June 1984, the Company filed an action in the Fayetta .

Circuit Court seeking a price . adjustment under,. or (n the

alternative termination of, the coal supply contract for Ghent

Unit 3. In March 1985, the defendant filed a counterclaim

against the Company seeking damages and specific performance

8



KENTUCKY UTILITIES COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED PINANCIAL STATEMENTS
(Unaudited)

baaed on the Company's alleged wrongful .refusal to accept
deliveriea of tonnage in the quantitiea or at the price provided

in the contract. The defendant ia claiming damages in specified
amounts of up to approximataiy 022 million, additional and

continuing unspecified damages, interest, and alleged punitive

damages of not less than $25 million. The Court has entered an

order allowing the company to deduct Crom the
defendant�'s

invoiced price and to deposit with the Court 011.30 pex ton for
«ach ton of coal delivered under the coal supply contract since

April 1985. Punda deposited will be held by'he Court until a

final decision haa been xendered. To the extent, certain funds

have been withdrawn by the defendant, an irrevocable:latter nf

.credit vill be.held as seeuxity. The order also stated that any

revisions in base Prie» ordered as a result of the initial
complaint shall be effective aa of Zuiy 1, 1984. In October

1987, tha Company filed, a supplemental complaint seeking further

ad3ustmsnt of the contract price provisions effective July

1987. Th» trial concluded in March 1988. Ths .partiea are to
file .all briefs by August:1, 19S8; and the matter will then await

initial decision. The Company believes, 1+ has performed its
obligations under the contract and will continue to vigoroua3.y

defend against the counterclaim.

9



KENTUCKY UTILITIES COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

3, COAL SUPPLY

Zn January 1981, Coal Ridge Fuel, Inc. and River

Processing, Znc. filed a Complaint in the Perry Circuit Court at
Hasard, Eentucky, against the Company under a coal supply

agreemant entered into with the Company on December 22, 19S3.

In their Complaint, the plaintiffs are seeking damages resulting
from allegedly improper reductions to tha base price per: ton

initiated by the Company, which became effective January 1, 1986

and January 1, 1987, and for the Company's refusal to accept

certain required tonnage under the agreiment due to allegedly

improper claims by the Company of farce ma)sure during 1984;-
1985, and 1986. Tha claimed damages are not. specified-as to
amount. In February 1987, the company filed an Answer denying

the allegations of the Complaint and stating that its actions

were in accordance with the terms of the agreement.

In March 1988, the Company reached S settlement with'he
plaintiffs. The Company paid 814.5 million to the plaintiffs as

consideration for terminating tha coal supply agreement, which

was to expire on December 31; 1991, and.the plaintiffs,dismissed
with pre]udice their complaint against the'company. The company

has recorded the payment as a deferred'sset, and has filed-

applications with the pSC and FERC requesting approval to recover

the payment through the Company's fuel adjustment clause in

1O



EENTUCEY UTXLITXES COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED PZNANCZAL STATEMENTS
{Unaudited)

future periods by amortiaing the deferred asset to fuel inventory

through December 1991, the date the coal supply. agreement would

have terminated. The Company believes that it will be allowed to
recover the payment through its fuel md]ustment clause.
4 ~ CONSOLIDATED STATEREMTS OF CASH FIOWS

Pinancial Accounting Stan4ards Board's (PASB) Statement of
Financial Accounting Standards No. 95, "Statement of Cash Plows"

(SPAS No. 95) reguires replacement of the Statement of Changes in

Financial position with the Statement of Cash Flows. The Company

has adopted SPAS No. 95, and for purposes of, tld.s statement

considers temporary cash investments,'genenskiy.'Jm the form of
certificates of deposit and repurchase;.agreements"wJT2t ~ maturity

of three months .or less, to be cash.eguivalentm..-.'Zhu following

supplemental disclosures are recgired'y SPAS No. 95:

Cash paid for:

For the Ouarter Ended
March 31, .: .,:'arch 31,

1988 ' 1087
thousands)

interest on long-term 4ebt
Federal and state income taces

5 14,113
3,200

5 J3,572
0



EENTUCKY UTILITIES COMPANY AND SUBSIDIARY

MANAGEMENT~S DZSCUSS1ON AND ANALYSZS OF FINANCIAL

CONDITION AND RESULTS OF OPERATION

For tha Ouarter Ended
March 31, March 31,

198$ 1981
(in mi,llions except
per share amounts)

Analvsis oS Results of Ooeration

OPERATING REVENUES

Sales to ultimata consumers
Sales Eor resale and other,

LESS EXPENSES AND TAXES

Fuel and purchased yower .
Employee waqes, salaries and henei'its.
Other expanses, primarily maintenance,

suPylies and services, net .
Depreciation . ~ ~ ~

~ ~

5 130
14

144

55
15
'14
13
97

132
10

142

49
13

" .'7

INCOME BEFORE INTEREST AND TAXES ~ ~
'

~ ~ ~ ~

Interest ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

INCOME BEFORE TAXES ~ ~ ~ ~ ~ ~ e ~ ~ o ~ ~ ~

Federal and state income taxes .
38 41

NET INCOME ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

EARNINGS PER AVERAGB COMMON SHARE ~ o ~ i ~ ~

12



KENTUCMY UTILITIES COMPANY AND SUBSIDIARY

MANAGEMENTiS DISCUSSION AND ANALYSIS OP PINANCIAL

CONDITION AND RESULTS OF OPERATION

Discussion of Financial Condition and Results of Oneration

Operating revenues for the first quarter oi 1988 increased

by $2.6 million (1.88) when compared to the first quarter of
1987. This change was primarily the result of a 13.18 increase

in kilowatt-hour sales, of which off-system sales accounted for
34.98 .of the increase. The remaining increases in - kilowatt-hour

sales .were primarily due to the effects of colder yeather during

the first quarter of 1988 when compared to the corresponding

period in 1987. The revenue impact of the sales increase was

largely offset by a reduction in fuel clause revenues and the

effects of retail and wholesale rats'eductions made in. order to

pass along: savings resulting Trom the Tax Reform Act of 1986.
Fuel and purchased power expenses increased $5.9 million

(12.18) for the three month . period ended March 31, 1988, when

compared to the corresponding period in 1987. Fuel expense

increased $7.9 million (18.28), while purchased power expense

decreased $2.0 million (37.78). The increase in fuel expense was

due to a - 19.98 increasa in tons of coal consumed, offset
partially by a 1.1\ decrease in the price per ton of coal

consumed.:. The additiona1 coal consumption resu1tsd from the

above mentioned increase in kilowatt-hour sales; The decrease in

purchased power expense resulted from a 88.2\ reduction in

kilowatt-hours purchased.

13-



KENTUCEY UTILITIES COMPANY AND SUBSIDIARY

MANAGEMENT~S DISCUSSION AND ANALYSIS OF FINANCIAL

CONDITION AND RESULTS OP OPERATION

Federal and state income taxes decreased $2.8 million for
tha first quarter of 1988 compared with the first quarter of

1987. The decrease is primarily attrihutahle to lower corporate

income tax rates resultinq from the application of tha Tax Reform

Act of 1986.

Earninqs par averaqa common share increased 0.03 for the

first quarter of 1988, when compared to tha corresponding period

of 1987. The increase was due to the decrease in the preferred

stock dividend requirement.

14-



PART ZZ ~ OTHER ZNFONNATZON

KENTUCKY VTZLITZES COMPANY AND SUBSZDZARY

ITEM 6 ~ BXRIBITS AND REPORTS ON FORM S X

(a) Exhibits.
Nona+

(b) Reports on Fona S-K.

Nona.
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KENTUCKY UTILITIES COMPANY AND SUBSXDXARY

SIGNATURES

Pursuant to the requirements of the Securities Exchanqe Act

of 193'4, the Registrant has duly caused this rePort to he siqned

on its behalf hy the undersiqned thereunto duly authorised.

KENTUCKY UTXLITXES COMPANY
(Registrant)

Date Mav 9. 19sa /s/ John T. Newton
John T. Newton
Chairman and President

Date Mav 9. 19aa /s/ Pred Davis
Fred Davis
Controller
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ATTACKNENT 0

MRIODIO REEORT8

REFERENCE
ATTACNNENT I

ITEN

A, 8, 8 E Consolidating
Reports With
Eliminations

Consolidated
Annual Report

Non Consolidated
Subsidiaries

10-E

10-Q

DUE DATE

90 days after
end of fiscal

year

45 days after
end of first

three quarters

FILE WXTH
CONNISSION

File with quarterly
and annual SEC

reports
File with annual

SEC reports

File with annual
SEC reports

30 days after
due dat»

30 days after
due date

8 E

To Be
Discussed

10 days after
occurrence of

reportable event

30 days after
due date

cfd/pdrp1117.88



ATTACHNENT E

PSC CASE NO. 10296
KU HOLDING CONPANY

"Significant Transfers of Utility Assets"

KU shall report to the PSC any significant transfer of
utility assets between KU and any nonutility affiliate provided
that the amount of e'sy such transfer exceeds the minimum reporting
value stated below for each account.

Accounts

Ninimum
Reporting

Value

Other Property and Investments
Current and Accrual Assets
General Plant
Distribution Plant
Transmission Plant
Production Plant

$250t000
250g000
250r000
250t000
250t000
500,000

Transfers or sales of nonutility assets, payment of dividends
and normal recurring transactions are expressly excluded from this
reporting requirement.

Transactions of values below the above criteria will be
grouped and reported along with an itemized list of significant
items on an annual basis, according to specific categories (e.g.,
land, transportation equipment, etc.).

The above definition of significant transfers will be subject
to review and modification by agreement of KU and the PSC in the
event the extent of reporting of such transactions becomes burden-
some for KU or is deemed unnecessary by the Commission.


